
F.A. Hayek – Studies In Philosophy, Politics And Economics 
 

Philosophy 
 
Cap. 1 - Degrees Of Explanation p.3-21 
Cap. 2 - The Theory Of Complex Phenomena p.22-42 
Cap. 3 - Rules, Perception And Intelligibility p.43-65 
Cap. 4 - Notes On The Evolution Of Systems Of Rules Of Conduct p.66-81 
Cap. 5 - Kinds Of Rationalism p.82-95 
Cap. 6 - The Results Of Human Action But Not Of Human Design p.96-105 
Cap. 7 - The Legal And Political Philosophy Of David Hume p.106-121 
Cap. 8 - The Dilemma Of Specialization p.122-132 
 

Politics 
 
Cap. 9 - Historians And The Future Of Europe p.135-147 
Cap. 10 - Opening Address To A Conference At Mont Pelerin p.148-159 
Cap. 11 - The Principles Of A Liberal Social Order p.160-177 
Cap. 12 - The Intellectuals And Socialism p.178-194 
Cap. 13 - The Transmission Of The Ideals Of Economic Freedom p.195-200 
Cap. 14 - History And Politics p.201-215 
Cap. 15 - The Road To Serfdom After Twelve Years p.216-228 
Cap. 16 - The Moral Element In Free Enterprise p.229-236 
Cap. 17 - What's Social? What Does It Mean? p.237-247 
 

Economics 
 
Cap. 18 - The Economy, Science And Politics p.251-269 
Cap. 19 - Full Employement, Planning And Inflation p.270-279 
Cap. 20 - Unions, Inflation And Profits p.280-294 
Cap. 21 - Inflation Resulting From The Downward Inflexibility Of Wages p.295-
299 
Cap. 23 - The Corporation In A Democratic Society: In Whose Interest Ought It 
To And Will It Be Run? p.300-312 
Cap. 24 - The Non Sequitur Of The "Dependence Effect" p.313-317 
Cap. 25 - The Uses Of "Gresham's Law" As A Illustration Of "Historical Theory" 
p.318-320 
Cap. 26 - The Economics Of Development Charges p.321-338 
Cap. 27 - Appendix p.339-350 



CHAPTER ONE .. 
Degrees of Explanation* 

I 

*Repdnted from the Brilisb Jotl¥'lfa! for IIH Pbilosophy of Sdmu, VI, 1955 with the last four 

paragraphs of the orlginalllllUlUSCript restored which bad been omitted on the occasion of 

the first publication for reasons of space. 
The subject of this and the following essay are closely connected, so closely indeed that 

they might be regarded IS treatments of the same subject at an interval of about eight years. 

I have nevertheleas decided not only to reprint them both but even to give the earlier one 

first p1ace, because they approach the subject from somewhat different angles and cover 

different aspects of the problem. 
1 Modem phyaica has of course resorted to statistics to deal with systems of very large 

numbers of variables, but this does not appear to me to be in coniIict with the observation 

in the ten. The atatistical technique is in effect a manner of reducing the number of sepatate 

entities, connected by laws which have to be stated, to comparatively few (namely the 

statiaticsl collectives) and not a technique for dealing with the interplay of a large number of 

such aignific:andy independent variables IS the individuals in a social order. The problems of 
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closed system for which we can observe and control all the determining 

factorsj and we may hive been led to treat certain phenomena as lymg 

OOtSMe physics precisely because this is not the case. If this were true it 

would certainly be paradoxical to try to force methods made possible 

by these special conditions on disciplines regarded as distinct because in 

their field these conditions do not prevail. 

For our attempt to bring out certain aspects of scientific method that 

are not generally appreciated we will start from the now widely accepted 

interpretation of theoretical science as a 'hypothetico-deductive' 

system. One may accept most of the basic ideas underlying this approach 

and yet feel that it can be interpreted in a manner which makes it in

appropriate to some subjects. Its basic conception lends itself to a some

what narrow interpretation according to which the essence of all 

scientific procedure consists in the discovery of nelll statements ('natural 

laws' or 'hypotheses') from which testable predictions can be derived. 

This interpretation may become a serious bar to the penetration of our 

understanding into fields where certainly at present, and perhaps for

ever, a different procedure may be our only effective means of obtaining 

guidance in the complex world in which we live. 

The conception of science as a hypothetico-deductive system has been 

expounded by Karl Popper in a manner which brings out clearly some 

very important points. I He has made it clear that the theoretical sciences 

are all essentially deductive, that there can be no such logical procedure 

as 'induction' which leads with necessity from the observation of facts 

to the formulation of general rules, and that the latter are products of 

creative acts of the mind which cannot be formali%ed. He has also 

emphasized the important point that the conclusions to which theories 

lead are essentially of the nature of prohibitions: they 'forbid' the 

occurrence of certain kinds of events and can never be definitely 'verified' 

complexity to which the further discuaaion refers are of the kind which Warren Weaver has 

described IS 'problems of organi2ed complexity' as distinguiahed from thole 'problems of 

disorgani2ed complexity' with which we can deal by statistical techniques. 0': Warren 

Weaver 'Science and Complexity', AMWi_ SrimJirt, 1948, and now the fuller veraton of his 

views i~ 'A Quarter Centuty in the Natural Sciences'. TIN RMIuj,lhr FfllltlialitJII Annlllll 

Rlpor/, 19~8, pp. I-IS. 
• Although on some particular points Profeaaor Popper has in recent publications (The 

P-I.J of WsIDriri_. London I9S7, cap. sections 11 and 12; and TIN Opm Soti,I.J, I9~O) 

improved on his formulations, it is still neceasary to go for a full account to his TIN Logk 

of Sdmlifo Di.rtonry(London, 1959, tranalatedfrom the German version, Vienna, 19~5). In 

many reapects what follows is little more than an elaboration of some of Popper's ideas. 

particularly of his conception of degrees of testability and ofhia 're1ativization' ofbis falsifi

ability aiterion. My aitical observations are therefore directed solely against certain 

positivist and operationalist interpretations of the 'hypothetico-deductivc' thesis but not 

against Popper's or similar variants. 
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but only increasingly confirmed by persistently unsuccessful 

prove them false. For what follows. this part of the argur 
accepted. 

:mere is, howev~r, a ~urther and no less illuminating idea 

this . appr~ which, if accepted too literally, is apt to ~ 
leadin? It IS w~t Popper has occasionally expressed in c( 

by sayIOg that SCIence does not explain the unknown by the 

co~only believed, but, on the contrary, the known by tb 

What 15 meant by this apparent paradox is that the advance 0 

consists in the formulation of new statements which often re 

which cannot be directly observed and from which, in comb 

other statements about particulars, we -can derive statemen1 

disproo~~y observation. I do not doubt that it is important t 

that additions to knowledge in such instances will be contll 

statements ~ypotheses or natural laws ) which form part o£~ 

our dedu~~e argume.nt; ~ut this seems to me to represent r 

~nstlc of all s.Clentific procedure, but one which ma) 

10 phys~cs and occasIOnally also be successful in the biologi 

but which presupposes conditions which are not present in 
fields. 

IT 

Even in so far as the physical sciences are concerned, the . 

the procedure from the hypothesis to be tested to the conc1u 

~ ~.proved false may go too far. A large part of the ~ 
disCIplines undoubtedly derives from the fact that once theiJ 

are well accredited we can confidently derive from them 

applicable to new circumstances and treat these as true wit 

them. The work of the theorist is not concluded when hi! 

~~ s~ci~tly ~nfirmed. 'The activity of thinking thrOl 

Implications 15 evtdently an activity important and valuabl 

~ght; and it ~y some~es be an activity of great con 

difficulty, requmng the highest forms of intelligence. Nobo 

~t co~tant efforts in this direction are part of the reg 

sCIence; 10 fact, whole theoretical disciplines are concel 

exclusively with this kind of activity. The question of what 

of application or the capacity of a theory, whether it cal 

: ~ ~ow, howev~, s~ Karl Popper's Co,gulllnr and Rlflllalionr, London 

SClentific explanation IS • • • the reduction of the known to the unkno 
ibid., pp. IO~ and 174. 
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account for a certain group of observed phenomen~, or whether the 
observed events are within the range of what might hrve been predicted 
from it if all the relevant factual data had been knov-n and if we were 
capable of manipulating them adequately, is ofter as interesting a 
problem as that whether the particular conclusion derived from. the 
theory can be confirmed; and it is clearly independett of that question; 

These aspects of the work of the theorist become increasingly pro
minent as we turn from the 'pure' theory of physics-to disciplines like 
astrophysics or the various branches of geoph;sics (seismology, 
meteorology, geology, oceanography, etc.) whio .are so~es 
described as 'applied' sciences. This name hardly de: cnbes the distinct 
kind of effort which those disciplines involve. It is \Sed in this context 
neither to express that, .lik~ technology,. they ~ervec?a.r?cular human 
needs nor in order to tndicate that thelt applicabmty IS confined to 
parti~ar regions of time an~ s~e. !hey all ~ ~t leveloping generic 
explanations which, at least 10 ptlOC1ple, are slgnificant apart. from the 
particular events for which ther have ~ worked out: much of the 
theory of tides as developed 10 terrestrial ocean<graphy would be 
applicable to oceans on Mars, ~tc •. What is chara~:ic of ~ese the~ries 
is that they are, in a sense denvative: the cons1St of eduCtions de,!vcd 
from combinations of Gown laws 0 phlb1CS, ar-d do not, Str1ct1y 
S~& state distinct laws of their own ut elaborate the taws of 
ph lCS ~to ianato ttems a . propriate to tloe P#ili# kind ~f 
phenomena to Wo • ch th;arefer. It 1S, 0 course, c-nce1vab e t e 
stuay of the tides might I to the discovery of a ne?' natural law ; but if 
it did it would presumably be a new law of phys<s and not one of 
oceanography. Yet oceanography w.ill still contain~eneral statements 
which are not just plain physics but which ~~e been ~laborated. from ~e 
laws of physics in order to account for the l0tnt effects of certa10 typlcal 
constellations of physical events-specific pattt-rns of argument 
developed to deal with recurring types o~ situations. . . 

It is, no doubt, desirable that in working out suck dedUCtive systems 
the conclusions should be tested against the facts at every step. We can 
never exclude the possibility that even the best accrdited law may ~e 
to hold under conditions for which it has not yet been tested. But while 
this possibility always exists, its likeliho?d in the ~<>f a ~ell-con6rmed 
hypothesis is so small that we often disregard It 1ll praCtice. The con
clusions which we can draw from a combination of well-established 
hypotheses will therefore be valuable though we mar not be in a position 

to test them. 
Tn a certain sense such a deductive argument. deye.qped to account for 
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~ observed henomenon does not contain new knowled e. To those 
who are not re arly concerned Wlth the elaboration of such patterns of 
explanati~n for typical complex situations the tasks of merely deducing 
the comblOed effects of known laws may seem trivial. But this is true 
only in the sense in which it is also true of mathematics. That certain 
cpnclusions are implied by what we know already does not' necessarily 
mean that we are aware of these conclusions. or are able to apply them 
when~er they would help us to explain what we observe. Nobody 
could, lO fact, work out all the consequences implied by our existing 
knowledge, or even those of some of the most trivial and undoubted pro
P?sitions which we. employ in daily life; it will often be an exceedingly 
difficult task to deClde how much of what we observe can be explained 
by laws already known, or could be so explained if we possessed all the 
relevant data. To squeeu out of what we already know as many signi
ficant conclusions as possible is, of course, not a purely deductive task: 
it must ~ gui~ed by observation in its choice of problems. But, though 
observation w.ill ruse the problems, the answer will rest on deduction 
alone. 

In the disciplines mentioned, thus, the important question usually is 
not whether the hypotheses or laws used for the explanation of the 
phenomena are true, but whether we have selected the appropriate 
hypotheses from our store of accepted statements and have combined 
them in the right manner. What will be new about such a 'new' ex
planation of some phenomena will be the particular combination of 
theoretical statements with statements about facts regarded as significant 
for the particular situation (the 'initial' and 'marginal conditions'), not 
anyone of the theoretical statements from which it starts. And the 
problem will not be whether the model as such is true, but whether it is 
applicable to (or true of) the phenomena it is meant to explain. 

We have up to this point spoken mainly of what are called applied 
branches of physics in order to show that even there much of the un
doubtedly theoretical work does not aim at the discovery of new laws 
and at their confirmation, but at the elaboration from accepted premisses 
of deductive patterns of argument which will account for complex 
obse:ved facts. If in these instances we can speak of hypotheses which 
reqwre to be tested, there must be sought in the assertion that this or that 
pattern fits an observabe situation, and not in the conditional statements 
of which the lanato ttem itSdf consists and which is assumea to 
~. We shall later 'scuss e peculiarities 0 's procedure more 
fUlfy. :'-t present our aim was merely to stress how comparatively rare an 
event lO the progress even of the physical sciences the discovery of a true 
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new law of nature is, and to suggest how special may be the conditions 
under which we can hope to discover such new laws of nature. 

ill 

Bllscientific prediction .. we mean the u~ ?f a rule ~r.law in order to 
derive from certain statements about eXlSt:J.n conditions statements 
about w t ~ mug statements a out w t we 
we search at a parti point). Its sim~st fo~ is that of a condi~?na1 
or 'if then' statement combined with the asSert1O:Q that the conditions 
stated in the antecedent are satisfied at a articular time and lace. What 
in this connection IS us y not eJq> cidy consi ered is how specific 
need be the description of the events mentioned in the law, in the state
ment of the initial and marginal conditions, and in the prognosis, in 
order to merit the name of prediction. From the simple examples 
commonly adduced from physics it is readily concluded that it ~l 
generally be possible to specify all those aspe~s .of the ?henomenon in 

which we are interested with any degree of preaSlon which we may need 
for our plUpOses. If we represent this form of statement by 'ff 1;' and v 
and w then z', it is often tacidy assumed that at least the descnption of z 
will contain all the characteristics of z which are deemed significant for 
the problem in hand. Where the relations we are s~dying are between a 
comparatively small number of measurements, this appears to present 

no serious difficulties. 
The situation is different, however, where the number of significand y 

interdependent variables is very large and only some of them can in 
practice be individually observed. The position will here &equendy be 
that if '" already hi,,, the relevant laws, we could predict that if several 
hundred specified factors had the values Xl' Xs, Xa, ••• Xn, then there 
would always occur Yl' y", Ya, •.. Yn' But in fact all ~t our ob~ation 
suggests may be that if Xl' x,., Xa, and X" then ~~re ~ o~cur either (Yl 
and y~ or (Yl and Ya) or (y" and yJ, or some similar situation-perhaps 
that if Xl' Xs, Xa, and x., then there will occur some Yl and y" between 
which eithet the relation P or the relation Q will exist. There may be no 
possibility of getting beyond this by means of.observati?n, .because it 
may in practice be impossible to test all the posSlb~e combtnattons ~f the 
factors Xl' Xs, Xa, x., ... Xn.If in the face of the vatletyand c:ompleX1ty of 
such a situation our imagination cannot suggest more prease rules than 
those indicated, no systematic testing will help us over the diffi~ty. 

In situations like these the obsetVation of the complex facts will there
fore not enable us to invent new hypotheses from which we can deduce 
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predictions for situations we have not yet observed. We shall not be in a 
po~ition to discover new natural laws for the kind of complex in question 
which would enable us to arrive at new predictions. The current view 
ofte~ s~ems to ~e~d such a situation as beyond the limits of the 
ap~lication of .saentific method (at least for the existing state of obser
vational technique) and to accept that for the time being science must 
stop there. If this were correct, it would be very serious. There is 80 

guarantee that we shall ever be able, physically or conceptually, to handle 
phenomena of any degree of complexity, nor that phenomena of a 
degtee.of complexity exceeding this limit may not be very important. 

But if there IS no reason to. ass~e that ~e conditions presupposed by 
the ~tandard method of phYSICS will be satisfied by all events in which we 
are mterested, there is still no need to despair about our prospects of 
learning at least something of importance about phenomena where they 
are not satisfied. But this will require a kind of reversal of what has been 
describe? as the standard procedure of physics; we shall here have to 
proceed in our deductions, not from the hypothetical or unknown to the 
known and observable, but-as used to be thought to be the normal 
procedure-from the familiar to the unknown. This is not an entirely 
satis.fa~ory description of the procedure we shall now have to examine; 
but ~~ IS still ~e that the older conception of explaining the new by the 
familiar fits this procedure better than the conception that we proceed 
from the unknown to the known. 

IV 

'Ex pi ti' '4 d ' di' , f ana on an pre Ction 0 course do not refer to an individual 
event but always to phenomena of a certain kind or class; they will 
always state only s?me and never all the properties of any particular 
phenomenon to which they refer. In addition, each property stated will 
be express~d ?ot as. a unique value or magnitude but as a range, however 
narrow, Within which the property will fall. Because of the limitations of 
the possible precision of measurement this is true even of the most exact 
predictions of physics which, stticdy speaking, never say more than that 

, I ISSUJllC that the prejudice of cerbI.in earlier positivists against the word 'explanation' is 
now a thing of the past and that it may be taken for granted that prediction and explanation 
arc mc;reIY two aspects of the same process where, in the first instance, known rules arc used 
to detlve &om the known facts what will follow upon them, while in the'second instance 
these.rules. arc used to ~e &om the known facts what preceded them. For the purposes 
of ~ ~ it would indeed make no important difference if instead of 'degrees of ex
p~uon we spoke throughout of 'degrees of prediction'. a. K. R. Popper, ThI Open 
Somty, 19,0, p. 446. 
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the magnitude in question will fall within a certain interval; and it is still 
more obviously the case where the prediction is not quantitative. 

In ordinary usage we are inclined to admit as predictions only state
ments which narrow down the admitted phenomena fairly closely, and 
to draw a distinction between 'positive' predictions such as 'the moon 
will be full at Sh u' 16· tomorrow', and merely negative predictions such 
as 'the moon will not be full tomorrow'. But this is no more than a 
distinction of degree. Any statement about what we will find or not find 
within a stated temporal and spatial interval is a prediction and may be 
exceedingly useful: the information that I will find no water on a certain 
journey may indeed be more important than most positive statements 
about what I will find. Even statements which specify no single specific 
property of what we will find but which merely tell us disjunctively that 
we will find either x or y or z must be admitted as predictions, and may be 
important predictions. A statement which excludes only one of all con
ceivable events from the range of those which may occur is no less a 
prediction and as such may prove to be false. 

V 

Where we have to deal with a complex situation in which observation 
discloses only very limited regularities, be it in the 'applied' branches of 
physics or in biology or in the social sciences, we usually ask to w~t 
extent our existing knowledge of the forces at work, or of the propemes 
of some of the elements of the complex, may account for what we 
observe. We endeavour to find out whether this may be derived by 
deduction from what we know about the behaviour under simpler 
conditions of some of the factors involved. Of course we can never be 
certain that what we know about the action of those forces under 
simpler conditions will apply to more complex situations, and we will 
have no direct way of testing this assumption, since our difficulty is 
precisely that we are unable to ascertain by observation the presence and 
specific arrangement of the multiplicity of factors which form the 
starting point of our deductive reasoning. Neither the assumption that 
factors of the kind assumed are present, nor of course the validity of the 
deductive reasoning, need, therefore, be regarded as disproved if the 
conclusions at which we arrived are not bome out by observation. But 
though observation of such complex situations cannot decide whether 
our conditional ('if then') statement is true, it will help us to decide 
whether to accept it as an explanation of the facts which we observe. 

It will be of interest, of course, if we succeed in deducing from our 
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premisses precisely those partial regularities of the complex from which 
we started. But this, though it may give us satisfaction, does not add to 
our knowledge. Yet the assertion that what we observe is due to a 
certain constellation of familiar factors, though we may not be able to 
test it directly, will usually imply consequences which we can test. The 
mechanism which we believe to have produced the observed phenomena 
will be capable of producing some further results but not others. TWs 
means that if what we have observed of a given complex of events is due 
to the assumed mechanism, that complex will also possess certain other 
characteristics and not be capable of definite other kinds of behaviour. 
Our tentative explanation will thus tell us what kinds of events to expect 
and which not, and it can be proved false if the phenomena observed 
show characteristics which the postulated mechanism could not produce. 
It will thus give us new information by indicating the range of pheno
mena to expect. By providing a schema or framework for the possible 
results, it not only helps us to order the observational knowledge which 
we already possess, but it will also provide niches for new observations 
likely to occur, and indicate the directions in which we must expect the 
phenomena to vary. Not only will the observed facts thus come to 'make 
sense' and to 'fall into their places', but we shall be able to make pre
dictions about the combinations of events which will not occur if our 
explanation is correct. 

This procedure differs from the supposedly normal procedure of 
physics in that we do here not invent new hypotheses or constructs but 
merely sek&! them from what we know already about some of the 
elements of the phenomena; in consequence we do not ask whether the 
hypotheses we used are true or whether the constructs are appropriate, 
but whether the factors we have singled out are in fact present in the 
particular phenomena we want to explain, and whether they are relevant 
and sufficient to explain what we observe. The answer will depend on 
whether what we observe is of the kind which according to our 
deductions would occur if the postulated factors were present. 

VI 

The most familiar instance in the natural sciences of this sort of mere 
'explanation of the principle'l is probably provided by the theory of 

6 Though this term is rarely dc:6ned, theoretical discussion in biology abounds with 
statements qualified by the addition of 'in principle', such as 'is in principle speciflable', 
'can in principle be asccttained', 'such a reduction is in principle possible', etc. Cf. A. S. 
Sommerhoff, AM/JlkalBiaJov, London, 19$0, pp. iv, v, 2.7, ,0, 180. 
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evolution by natutal selection of the different organisms. It is a theory 

which neither aims at specific predictions of particular events, nor is 

based on hypotheses in the sense that the several statements from which 

it starts are expected to be confirmed or refuted by observation. Although, 

as is true of any scientific theory, it does delimit a range of facts which 

are permitted by it ~t others ~hich it 'forbids:, our ~~o~e in 

examining the facts 18 not to ascert:a1n whether the different 1O.diVldual 

premisses from which the theory starts are true, but to test whether the 

particular combination of undoubted premisses is adequate to arrange 

the known facts in a meaningful order, and (what in a sense is the same 

thing) to show why only certain kinds of events are to be expected while 

others are precluded. 
However we prefer to phrase the individual premisses from which we 

deduce the theory of evolution, they will all be of such a kind that we do 

not doubt their truth and should not regard them as refuted if the con

clusions drawn from them jointly should be contradicted by observation. 

We can get a considerable distance by starting from the following three 

assumptions: (i) Organisms which survive to the reproductive stage 

produce on the avera a number of oifs tin much eater than their 

own; u e oriaDlsms 0 anyone kind pt: uce as a e 0 y SIinilar 

~, the new individuals are not all completely similar to their 

p'!!ents. and any new properties will in turn be inherited by thek 

qifspring; and (ill) Some o~ ~ese mutations will altc;r the probability that 

the individuals affected will 10. turn produce oifsprmg.8 

Few people will doubt that these statements are true, or believe that 

the problem of the theory of evolution is whether they are true or not. 

The problem is rather whether they are adequate and sufficient to account 

for the phenomena which we do observe and for the absence of others 

which do not occur. We want to what this mechanism of re-

du lication with transmittable variatio tltt 

achieve. an question we can answer only by deductively working 

out all the implications of these assum~tions. We shall accept the con

clusions dfawn from the prem1Sses an regard them as a satisfactory 

explanation if they not only allow us to derive from them a process by 

which the observed phenomena might have been brought about, but if 

the explanation also points to new (not yet observed) distinctions 

between what is and what is not possible which are later confirmed by 

observation.7 

• For a similar listing of these basic assumptions see J. S. Hwdey, &01111;011, London, 

1942 ,P·I4-
7 A very neat statement of the zeladon between theory and observation in this field, 

which is of wider applicadon, occurs in G. S. Carter, Ani-n &01111;011, London, 1951, 
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In some instances such a theory may in fact produce practically no 

new conclusions but will merely provide a rational foundation for the 

biologist's knowledge that 'nature does not work that way'. It has even 

been suggested of the theory of evolution by natural selection that the 

main objection to it is that it cannot be disproved because 'it appears 

impossible to indicate any biological phenomena that would plainly 

disprove it'.8 This is true only in a limited sense. The individual state

ments from which it is derived are indeed unlikely to be disproved. tut 

the assertion that the observed differentiation of s ecies is alwa s du~ 

the 0 tion of ese actors co re ut e.., if it were observed 

that er a su en ge 10. e environment the indivi u s en 

livin woUld at once be' to roduce offs rin osseSSln a new 

adaptation to e ge enVltonment. And, in the form in w . ch the 

premisses have been stated before, their adequacy as an explanation has 

in fact been shown insufficient by the inheritance of specific attributes of 

the non-sexual members of certain types of social insects. To account for 

these, the premisses have to be enlarged to include situations wherein 

not only the properties of the individual but also properties of other 

members of the group will affect the chances of successful procreation. 

It is worthwhile to pursue a little further the question how much the 

theory of evolution explains or predicts, and what the causes are of the 

limitations to what it can do. It-can explain or predict only kinds of 

phenomena, defined by very general characteristics: the occurrence, not 

at a narrowly defined time and place but within a wide range, of changes 

of certaIn s; or ra er e a sence 0 0 r s 0 c an es 10. e 

structure 0 e succee g organisms. Disputes which have arisen in the 

course of the growth of the theory of evolution have thus significantly 

turned not so much on facts but on such questions as whether the postu

lated mechanism can account for the evolution having taken place in 

the time which has been available. And the answer has frequently come, 

not from the discovery of new facts, but from purely deductive argu

ments such as the mathematical theory of genetics, while 'experiment 

and observation did not quite keep up with the mathematical theory of 

selection'.' If we can test the deductions by observation, so much the 

8 L. vonBertalanffy, Probl,mlojUj" New York, 1952, p. 89 

• L. von BertaIanf£y, ibid. p. 83 

p. 9: 'The palaeontologist may be able to exclude some theories of evolution on the ground 

that they demand change not in accord with the facts; he claimed to be able to do so for 

Mendelian thec;mes in their earliest ~orms' at the start of this century ..•. The part of 

palaeontology In the study of evolution resembles that of Illlturai selection in the process 

of evolution; it serves to remove the inefficient, but cannot itBelfinitiate.' See also Popper 

TIN P-I:J oj Hiltflritirm, as cited. ' 
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better: if we conclude, e.g., that mice of a colour little different from that 

of the ground are less likely to be caught by owls and will therefore 

multiply more rapidly than those with a contrasting colour and ultimately 

dominate the species, it is no doubt desirable that we should be able to 

confirm this by experiment (as has been done); because it is at least 

conceivable that such a tendency may be counteracted by another, e.g., 

by the frequent losses to owls stimulating the fecundity of the species 

affected (as the proportion of male births among humans was once 

believed to increase in wartime). But even if such direct confirmation by 

experiment is not possible, it will be reasonable to accept the deductive 

conclusions until they are disproved. 

VII 

The kind of explanation with which we are concerned is in current 

discussion often referred to as 'model-building'. This expression does 

not emphasize quite the distinction with which we are concerned since 

even the most precise predictions of physics are based on the use of 

'models' of a formal or material kind. 10 But if the term model is meant tg 

stress that a model always represents only some but not all the features of 

the orig.i.n!1 (so that an exact replica of a machine could not appro

priately be called a model), it indeed brings out an important feature 

which all lanations possess but to ve different de ees. 

. This . erence 0 egree 15 we ustrat y e suspicion with which 

the physicist frequendy regards the formal models employed in the 

biological and social sciences. To the physicist the value of a model 

(especially of a mathematical model represented by a set of equations) 

normally consists in the fact that he can ascertain and insert the relevant 

variables and thus derive the quantitative values of the events to be 

predicted or explained. Yet in the disciplines mentioned above similar 

models are regularly used although the values of the variables cannot in 

fact be ascertained, and often though there is no prospect of ever 

ascertaining them. Yet explanatory value is claimed for these models 

irrespective of this possibility, i.e., although they do not enable us to 

10 a. A. Rosenblueth and N. Wiener, 'The R6le of Models in Science,' Pbilosophy of 

Se;", 19450 u, 317: 'A material model is the representation of a complex system by a 

system which is assumed simpler and which is also assumed to have some properties similat 

to those selected for study in the original complelt system. A formal model is a symbolic 

assertion in logical terms of an icleslized relatively simple situation showing the struc:tural 

properties of the original factual system.' In connection with what follows see also K. W. 

Deutsch, 'McdJaniam, Otgauism, and Society', Philosophy of Sdmtl, 195 I, tB, 3; 'Mechanism, 

Teleology, and Mind', Pbilosophy atJJ Pbmommologieal R.lntmb, 1951, u, tB5· 
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predict that such and such a specific event will occur at a particular time 

and place. Wherein does their explanatory value, then, consist? 

The answer should now be obvious. Any model defines a certain 

range of phenomena which can be produced by the type of situation 

which it represents. We may not be able directly to confirm that the 

causal mechanism determining the phenomenon in question is the same 

as that of the model. But we know that, if the mechanism is the same, the 

observed structures must be capable of showing some kinds of actioft 

and unable to show others; ~d if, and so long as, the observed pheno

mena kee within the ran e of ssibilities indicated as ossible, that is 

so Ion as our ex ctations rived from the model are not contradicted 

there IS 0 reason to re e mo as e lUn e nnCI e at 

wor 10 e more comp ex P enomenol!: 
The peCUliar thiiig abOut these kirids of models is that, because we have 

to draw deductions from what we know about some factors contributing 

to the phenomenon and know nothing about others, our conclusions 

and predictions will also refer only to some properties of the resulting 

phenomenon, in other words, to a kJnd of phenomenon rather than to a 

particular event. Strictly speaking, as we have seen, this is true of all 

explanations, predictions, or models. Yet there is of course a great 

difference between the prediction that upon turning a switch the pointer 

of a measuring instrument will be at a particular figure and the prediction 

that horses will not give birth to hippogriffs or that, if all commodity 

prices are fixed by law and demand afterwards increases, people will not 

be able to buy as much of every commodity as they would wish to buy at 

these prices. 
If we consider a formal model consisting of a system of algebraic 

equations or 'propositional equations', 11 it will contain assertions about a 

structure of relations even if we do not know the value of any of the 

variables, and even if we have only the most general information about 

the character of the functions occurring in it: it will still exclude the 

possibili of the occurrence of certain combinations of . y 

phenomenon VI ch the model is asserte to represent; 11 it will tell us 

both what combinations of variables can occur at any time and what 

range of values the other variables can assume when the value of one or 

more of the variables is known. Of course, as we become able to insert 

11 i.e., propositioDal functions for whose variables we will admit only values which make 

the propositions true. Sec K. R. Popper, Logie of SeimJifo DinOlflry, p. 13. 

11 K. R. Popper, ibitl. 'Even if the system of equations does not suffice for a unique 

solution, it does not allow every conceivable combination of values to be substituted for the 

"unknowns" (variables). hther, the system of equations characterizes certain combinations 

of values or value systems as admissible.' 
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more and more definite values for the variables, this range will be 
narrowed until we reach the point when the system is completely 
determined and only one value of the remaining variable possible. 

It is often not recognized that even the most formal system of 
equations can thus be used to make predictions and therefore will 
possess empirical content (though this content would be small), and ~at 
it will thus provide an explanation of the common features of a w1de 
range of phenomena~r an explanation of the principle ?f this kind ~f 
phenomenon. This needs to be stressed because o~ the W1desprea~. mlS
conception that the value of such models rests enttrely on our ability to 
specify the values of the variables occurring in them and that they are 
useless so long as we cannot do this. This is not so: such models are 
valuable on their own, irrespective of their use for determining particular 
situations, and even where we know that we shall never have the in
formation which would make this possible. They still do tell us some-
thing about the facts and allow us to make prognoses. . 

But is it not still true that our aim everywhere, as has been sald of the 
theoretical description of nature,13 should be to formulate theories that 
can be 'falsified' as easily as possible, i.e., which have as great an empirical 
content as possible? It is undoubtedly a drawback to have to work with 
theories which can be refuted only by statements of a high degree of 
complexity, because anything below that degree of complexity is on that 
ground alone permitted by our theory.u Yet it is still$ble that S. 
some fields the more generic theories are the more ones and 
fUrt1ier specification may be of litde practical value. Where o~ the 
most ieneral patterns can be observed in a considerable num r of 
instances the endeavour to beCOme more 'scientific' b further narrow-- , . 
ing own our orm may w . a waste 0 e ort i to stnv~ or,. s 10 

some subjects such as econOmlCS has often led to th.:J!l~~J~ate 
a.u,umption Of constants where 10 tact we hive no agnt to assume tIle 
factors in guestion to be constant. 

vm 
Though our conclusions are most readily seen to apply to those 

disciplines which, like mathematical biology or mathematical economics, 
employ formalized symbolic models, they are no less true of those 
biological and social theories which are expressed in ordinary langua~e. 
While it would be equally incorrect, however, to say that these theones 

u Popper, op. fil., p. 68. 
l' Popper, op. m., p. U7. 
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do not lead to predictions, and while their value does indeed rest on what 
they predict, it must be recognized that those predictions are so different 
in character from what is usually understood by this word that not only 
the physicist but also the ordinary man may well hesitate to accept them 
as such. They will be mosdy negative predictions that such and such 
things will not occur, and more especially predictions that such and such 
phenomena will not occur together. These theories equip us with ready
made schemes which tell us that when we observe given patterns ~f 
phenomena, certait;t other patterns are to be expected but not some 
others. They will show their value through the manner in which the 
isolated facts which have been known will begin to make sense, will fill 
the nidus which the theory provides, and only those. In some respects 
such theories may seem little more than schemes of classification, yet 
schemes which provide in advance only for such phenomena or com
binations of phenomena as the theories allow to occur. They indicate the 
range of phenomena to be expected: if the taxonomic scheme of zoology 
does not provide for winged vertebrates with more than two legs this is 
the result of a theory which makes it unlikely that such organisms have 
arisen. If economics tells us that we cannot at the same time maintain 
fixed rates of foreign exchange and at will control the internal price level 
of a country by changing the quantity of money, the character of such a 
'prediction' is essentially the same as in the previous case. It is because its 
predictions possess this character that economics, in particular1 a~s 
so often to consist merely of variations upon the theme that 'you canng!: 
~ye your cake and eat it'. The practical value of such knowledge 
consists indeed la.t~ely in that it protects us from striving for incom
~tible aims. The situation in the other theoretical sciences of society, 
such as theoretical anthropology, seems to be very much the same: what 
they tell us is in effect that certain types of institutions will not be found 
together, that because such and such institutions presuppose certain 
attitudes on the part of the people (the presence of which can often not be 
confirmed satisfactorily), only such and such other institutions will be 
found among people possessing the former (which can be confirmed or 
refuted by observation). 

The limited character of the predictions which these theories enable 
us to make should not be confused with the question whether they are 
more or less uncertain than the theories which lead to more specific 
predictions. They are more uncertain only in the sense that they leave 
more uncertain because the sa less about the henomena, not in the 
sense that ",hat they say is ess certaJ.n. n so ar as the atter sometimes 
may also be the case, it will be due to a different factor with which we are 
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not here concerned: where we deal with very complex phenomena the 

reco!!,ition of the presence of the conditions to which the theory ap~lies 
may often require the ready perception of patterns or configurattons 

which will demand a special skill which few acquire. The selection and 

application of the appropriate theoretical scheme thus becomes some

thing of an art where success or failure cannot be ascertained by any 

mechanical test.16 The possession of such a ready-made pattern of 

significant relationships gives us a. sort of sc:nse for the ph:ysiognomy of 

events which will guide us in our observatton of the enVlronment. But 

even this constitutes no more than a distinction of degree from the 

physical sciences: the reading of many instruments also requires very 

special skills and there will be no other test for its correctness than that 

the great majority of properly trained observers agree. 

IX 

The service of a theory which does not tell us what particular events to 

expect at a definite moment, but only what kinds of ev~ts we are to 

expect within a certain mnge, or on comp~s ~f a certa1n type, ~~ 
~ s be better described b the term oruntation than b s of 

prediction... ou s a. 0 oes not tell us reelS w t to 

~ it will s . the wod aroun us a. more fa.milia.r world in 

w1l1'we can move with !fr::t confidence that we shall not ~ ~
appointed because we can at exauae certain eventualities. It iiia.kes 

it a more orderlywodd in which the events make sense because we can at 

least say in genetal. terms how they hang to~ and ~ ~ble to fo~ a 

coherent picture of them. Though we are not 1Q a poSltton to specify 

precise1ywhat to expect, or even to m:t ~ ~e possib~ti~,.each observed 

pattern has meaning in the sense that It limits the posslbilittes of what else 

may occur. 
Where our predictions are thus limited to some general ~d perhaps 

only negative attributes of what is likely to happen, we evldendy also 

shall have litde power to control developments. l ' Yet the knowledge of 

11 This is perhaps the plac:c to mention that what we are diacussing here is of ~ ~ot 

the only diffcrcnce between the physical and the IOcial sciences. but mtbcr a peculiarity 

which the latter share with thoec natunl sciences which deal with comparatively complex 

phenomena. Another and perhaps more important peculiarity of the aoc:ial scienc:c;s ~s ~ 
to the fact that here the rlUfllilifJll of the dift'ereIlt kinds of facts resta WgeJ.y on a similarity 

between the obacncr and the observed penons. On this sec now my essay on 'Rules, 

pett.eptiocl and Iatc!ligibllity'. reprinted as the third essay in the present volume. 

11 While it is evidently poaiblc to predict ptcciaely without being able to control, we 

shall cle8rly not be able to control developments f\uther than we can predict the results of 

our action. A limitation of prediction thus implies a limitadon of control, but not .k, ",.111. 
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what kinds of events are to be expected and what not, will nevertheless 

help us to make our action more effective. Even if we cannot control the 

external circumstances at all, we may adapt our actions to them. And 

sometimes, though we may not be able to bring about the particular 

results we would like, knowledge of the principle of the thing will enable 

us to make circumstances more favourable to the kinds of events we 

desire. Of the different classes of events which are to be expected under 

various combinations of circumstances which we can bring about, son!e 

may with greater probability include desirable results than others. An 

explanation of the principle will thus often enable us to create such 

favourable circumstances even if it does not allow us to control the out

come. Such activities in which we are guided by a. knowledge merely of 

the Princi~at the thin~ould ~haps better be described by the term 

cultivation by the f: ar teiiil controI'::::cu:tttvatton in the sense in 

which the farmer or gardener cultivates his plants, where he knows and 

can control only some of the determining circumstances, and in which the 

wise legislator or statesman will probably attempt to cultivate rather 

than to control the forces of the social process. l7 

But if it is true that in subjects of great complexity we must rely to a 

large extent on such mere explanations of the principle, we must not 

overlook some disadvantages connected with this technique. Because 

such theories are difficult to dis rove the elimination of inferior ri 

theories' a s ow . , bound up closely with the argumentative 

skill and persuasiveness of those who employ them. There can be no 

aucial . ts which decide between them. There will be 0 rtun

ities or ~!e a U5e!: possi ilities or pretentious, over aborate 

theories w. . ch no simple test but only the good sense of those equally 

competent in the field can refute. There will be no safeguards even against 

sheer quackery. Constant awareness of these dangers is probably the 

only effective precaution. But it does not help to hold up against this 

the example of other sciences where the situation is different. It is not 

because of a failure to follow better counsel, but because of the re

fractory nature of certain subjects that these difficulties arise. There is no 

b~s for the contention that they are due to the immaturity of the 

SCiences concerned. It woUld be a complete misunderstandIOg orthe 
argument of this essay to thiiik that it deals with a P!.9visional and 

transito state of the to ess of those sciences which the arebowi<lto 

overcome sooner or ter. may 1Q some lOStances be POSSl e-but 

17 The following pamgraphs were for reasons of space omitted on the occasion of the 

first publicadon of this casay. 
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theories w. . ch no simple test but only the good sense of those equally 

competent in the field can refute. There will be no safeguards even against 

sheer quackery. Constant awareness of these dangers is probably the 

only effective precaution. But it does not help to hold up against this 

the example of other sciences where the situation is different. It is not 

because of a failure to follow better counsel, but because of the re

fractory nature of certain subjects that these difficulties arise. There is no 

b~s for the contention that they are due to the immaturity of the 

SCiences concerned. It woUld be a complete misunderstandIOg orthe 
argument of this essay to thiiik that it deals with a P!.9visional and 

transito state of the to ess of those sciences which the arebowi<lto 

overcome sooner or ter. may 1Q some lOStances be POSSl e-but 

17 The following pamgraphs were for reasons of space omitted on the occasion of the 

first publicadon of this casay. 
[ 19] 
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in some of the fields there is good reason to believe that these limitations 

will be permanent, that explanations of the principles will r~ the 

best we can achieve in them, and that the nature of the subject puts 

forever beyond our reach the sort of explanation of detail which wo~d 

enable us to make specific predictions. It is certainly not helpful to dis

credit what may be the only sort of knowledge we can achieve in these 

fields. 
It seems indeed not improbable that, as the advance of the sciences 

penetrates further and further into more complex phenomena, theories 

which merely provide explanations of the principle, or which merely 

describe a range of phenomena which certain types of structures are able 

to produce, may become more the rule than the exception. Certain 

developments of recent years, such as cybemetics, the theory of au!o~ta 

or machines, general system theory, and perhaps also commUOlcatlOn 

theory, seem to belong to this kind. And the more we move into the 

realm of the very complex, the more our knowledge is likely to be of ~e 

principle only, of the significant outline rather than of the detail. 

Especially where we have to deal with the extreme complexity of human 

affairs, the hope of ever achieving specific predictions of particulars 

seems vain. It would appear to be an evident impossibility for a human 

brain to specify in detail that 'way of acting, feeling, and thinking 

channelled by a society out of an infinite number and variety of potential 

ways of thinking', which, in the words of an eminent anthropologist, 

is the essence of culture.1S 

It cannot be our task here to inquire whether what we have considered 

with regard to the disciplines which had, from their very beginning, to 

deal with relatively complex phenomena, may not also become in

creasingly true of the discipline which was at least able to start with the 

relatively simple: that is, whether not even physics, as it ceases to treat of 

a few connected events as if they were closed systems, and at the same 

time develops in a manner which makes it necessary to define its terms in 

relation to each other, and in consequence only the theoretical system as a 

whole but no longer in part can be really falsified,lt will increasingly have 

to face the same difficulties with which we are familiar from the biological 

and social sciences. This would mean that because of the nature of its 

subject physics comes only at a later stage up against the same sort of 

obstacles which other disciplines have met earlier, and that the latter, far 

from being able to learn from physics on this point, indeed had already 

11 A. L. Krocber, TIN NahIn ojewl"" 0Uc:ag0 UoivetSity Press, 195 2• 

18 Cf. F. A. Hayek, TIN SI1IIrIfY OrtIIr, Londoo, 19SZ, pp. 170 ,11ItJ· 
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to grapple for a long time with problems of a kind which physicists meet 

only at a later stage of the development of their science. 

In conclusion it should perhaps be stressed that there can never be 

competition between the two procedures, because what we have called 

an explanation of the principle will always give us only part of the 

information which a full explanation would yield where it can be 

achieved, and because in this sense the former is a less powerful in

strument. But it is more powerful in the sense that it can be applied iP 

fields to which the other procedure, for the time being or permanendy, 

cannot be applied at all. Though scientists sometimes talk as if there 

could be no such fields not accessible to what the re ard as the normal 

s'C1en c me od, i.e., fields where we cannot ho~ t~~.e"staE!.!sh··by 
observation the taws of complex phenomena. few would seriously 

maintain this after reBectin that this belief im lies that the human mind 

must be equippe to deal with e e s op,~n()me1.l~ .of at?-y 

conceivable degree of complexity. This may have some plausibility so 

long as we think exclusively of the physical world in the narrow sense of 

the term: it becomes highly doubtful when we think of biological 

phenomena; and it certainly ceases to be true when we have to deal with 

some of the activities of man himself. Especially in those fields where the 

object of our investigation, and our means of investigating and com

municating the results, that is our thoughts, our language, and the whole 

mechanism of communication between men, are partly identical and 

where in consequence in discussing a system of events we must at the 

same time move within that system, there are probably definite limits to 

what we can know. These limits can be ascertained only by studying the 

l~mJ of relations which exist between what can be said within a given 

system and what can be said about that system. To gain an under

standing of such problems it may prove necessary deliberately to cul

tivate the techniques of explanation of the principle, i.e., the reproduction 

of a principle on gready simplified models; and with regard to them the 

systematic use of this technique may prove the only path to definite 

knowledge-especially of the limits of what our thought can achieve. 

[ Zl1 



CHAPTER TWO 

TIJe TIJeory of Complex PIJenomena* 

I. Patlern Recognition anti Patlern Prediction 

Man has been impelled to scientific inquiry by wonder and by need. Of 

these wonder has been incomparably more fertile. There are good 

reasons for this. Where we wonder we have already a question to ask. 

But however urgendy we may want to find our way in what appears just 

chaotic, so long as we do not know what to look for. even the most 

attentive and persistent observation of the bare facts is not likely to make 

them more intelligible. Intimate acquaintance with the facts is certainly 

important; but systematic observation can start only after problems have 

arisen. Until we have definite questions to ask we cannot employ our 

in$1lect; and questions presuppose that we have formed some pro

vil!!,onal hypothesis or theory about the events.1 

* Reprinted from ThI Critka/ ApPrtNleb to S&",", rmJ PbiloIOP'rI. ErIIl.11 in H_r of K. R. 

Popper, ed. M. Bunge, New York (The Free Press), 1~4. The article was there printed 

(apart from a few stylistic emendations by the editor) in the form in which I had completed 

the manuac:ript in December 1961 and without my ever having seen proofs. I have now 

availed myself of this opportunity to insert some references I had intended to add in the 

proofs. 

1 See already Aristode, Mltapb.Ysies, I, Il, 9, 9826b (Locb ed. p. 13): 'It is through 

wonder that men now begin and originally began to philosophize ••. it is obvious that 

they putsuccI scienCe for the sake of knowledge, and not for any practical utility'; also Adam 

Smith, 'The Principles which Lead and Direct Philosophical Inquiries, as IDustratcd by the 

History of Astronomy', in Erstgs, London, 1869, p. 340: 'Wonder, therefore, and not any 

c:xpectation of advantage.&om its discoveries, is the first principle which prompts mankind 

to the study of philosophy, that science which pretends to lay open the concealed con

nections that unite the various appearances of nature; and they pursue this study for its own 

sake, as an original pleasure or good in itself', without regarding its tendency to procure 

them the means of many other pleasures.' Is there really any evidence for the now popular 

contrary view that! e.g., 'hunger in the ~ile Valley led to the development of geometry' (as 

Gardner Murphy m the HmNIbooIc of S_/ Psytbology, ed. by Gardner Lindzey, 19~4. Vol. 

II, p. 616, tells us)? Surely the fact that the discovery of geometry turned out to be useful 

does not prove that it was discovered because of its usefulness. On the fact that economics 
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Questions will arise at first only after our s~nses have ~s~erned some 

recurring pattern or order in the events. It 1S a re-co~~tlon of so~e 

regularity (or recurring pattern. or or~er), of some similar feature 10 

otherwise different circumstances, which makes us wonder and ask 

'why?'2 Our minds are so made that when we notice such regulario/ in 

diversity we suspect the presence of the same agent and become cur10US 

to detect it. It is to this trait of our minds that we owe whatever under

standing and mastery of our environment we ~ve ~~e:v~d., .. 

Many such regularities of nature are recogruzed lOtwtlvely by our 

senses. We see and hear patterns as much as individual events without 

having to resort to intellectual operations. In many instances these 

patterns are of course so much part of the environment which we take for 

granted that they do not cause questions. B~t ~here our senses. sh?w us 

new patterns. this causes surprise and queStlOnlng. To such curlOS1ty we 

owe the beginning of science. 
Marvellous, however, as the intuitive capacity of our senses for 

pattern recognition is, it is still limited. a Only certain kinds of regular 

arrangements (not necessarily the simplest) obtrude themselves on our 

senses. Many of the patterns of nature we can disco~er only afle: they 

have been constructed by our mind. The systematlc construCtlon of 

such new patterns is the business of mathematics.' !he role whie? 

geometry plays in this respect with r~gard to some v1sual patterns 1S 

merely the most familiar instance of this. The great strength of mathe-

11 See K. R. Popper, ThI POIIerlyofHislorieism, London, 1957, p. lU: 'Science ... cannot 

start with observations, or with the "collection of data", as some students of method 

believe. Before we can collect data, our interest in hili of 11 &ertllin lcintl must be aroused: the 

problmt always comes first.' Also in his ThI Logi& of Seimlijk Dis&0"".1, London, 19~9, p. ~9: 

'observation is always ob_lion in thlligbt of thIori,s.' .. 

a Although in some respects the capacity of our senses for pattem recogrut1?n clearly 

also exceeds the capacity of our mind for specifying these patterns. The question of the 

extent to which this capacity of our senses is the result of anothe~ kind of (pre-senso.ry) 

experience is another matter. See, on this and on the general pomt that all perception 

involves a theory or hypothesis, my book ThI Sensory Ortler, London and Chicago, 19~Z, 

esp. pars. 7-37. cr. also the remarkable thought expressed by Adam Ferguson (and pro~bly 

derived from George Berkeley) in ThI History ofCi"i/ Soti,I.1, London, 1767, p: ~9, that the 

inferences of thought are sometimes not to be distinguished from the perceptIon of sense'; 

as well as H. von Helmholtz's theory of the 'unconscious inferences' involved i? most 

perceptions. For • recent revival of these ideas see N. R. Hanson, PIIII~ of Dlleo~, 

Cambridge University Press, 19S8, esp. p. 19, and the views on the role of hypotheses In 

pereeption as developed inrecent 'cognition theory' by J. S. Bruner, L. Postman and others. 

6 cr. G. H. Hardy, Milthlmlllitian's Apology, Cambridge University Press, 1941, p. Z4: 'A 

mathematician, like a painter or poet, is a maker of patterns.' 

has in some degree been an exception to the general rule and has suffered by being guid~ 

more by need than by detached curiosity, see my lecture on 'The Trend of EconOmiC 

Thinking' in Btonomi&a, 1933. 
c 
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matics is that it enables us to describe abstract patterns which cannot be 
perceived by our senses, and to state the common properties of hier
archies or classes of patterns of a highly abstract character. Every 
algebraic equation or set of such equations defines in this sense a class of 
patterns, with the individual manifestation of this kind of pattern being 
particu1a.riud as we substitute definite values for the variables. 

It is probably the capacity of our senses spontaneously to recognize 
certain kinds of patterns that has led to the erroneous belief that if we look 
only long enough, or at a sufficient number of instances of natural 
events, a pattern will always reveal itself. That this often is so means 
merely that in those cases the theorizing has been done already by our 
senses. Where, however, we have to deal with patterns for the develop
ment of which there has been no biological reason, we shall first have to 
invent the pattern before we can discover its presence in the phenomena 
-or before we shall be able to test its applicability to what we observe. 
A theory will always define only a kind (or class) of patterns, and the 
particular manifestation of the pattem to be expected will depend on the 
particular circumstances (the 'initial and marginal conditions' to which, 
for the purposes of this article, we shall refer as 'data'). How much in fact 
we shall be able to predict will depend on how many of those data we can 
ascertain. 

The description of the pattern which the theory provides is commonly 
regarded merdy as a tool which will enable us to predict the particular 
manifestations of the pattern that will appear in specific circumstances. 
But the prediction that in certain general conditions a pattern of a certain 
kind will appear is also a significant (and falsifiable) prediction. If I tell 
somebody that if he goes to my study he will find there a rug with a 
pattern made up of diamonds and meanders, he will have no difficulty in 
deciding 'whether that prediction was verified or falsified by the result', Ii 
even though I have said nothing about the arrangement, size, colour, 
etc., of the dements from which the pattern of the rug is formed. 

The distinction between a prediction of the appearance of a pattern of 
a certain class and a prediction of the appearance of a particular instance 
of this class is sometimes important even in the physical sciences. The 
mineralogist who states that the crystals of a certain mineral are hex
agonal, or the astronomer who assumes that the course of a cdestial body 
in the fidd of gravity of another will correspond to one of the conic 
sections, make significant predictions which can be refuted. But in 
general the physical sciences tend to assume that it will in principle 

I Charles Dickens, DmJ Coppwfold, p. I. 
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always be possible to specify their predictions to any degree desired. 8 

The distinction assumes, however, much greater importance when we 
turn from the rdativdy simple phenomena with which the natural 
sciences deal, to the more complex phenomena of life, of mind, and of 
society, where such specifications may not always be possible. 7 

2.. Degrees of Complexity 

The distinction between simplicity and complexity raises considerable 
philosophical difficulties when applied to statements. But there seems to 
exist a fairly easy and adequate way to measure the degree of complexity 
of different kinds of abstract patterns. The minimum number of elements 
of which an instance of the pattern must consist in order to exhibit all the 
characteristic attributes of the class of patterns in question appears to 
provide an unambiguous criterion. 

It has occasionally been questioned whether the phenomena of life, of 
mind, and of society are really more complex than those of the physical 
world.8 This seems to be largely due to a confusion between the degree 

e Though it may be permissible to doubt whether it is in fact possible to predict, e.g., 
the precise pattern which the vibrations of an airplane will at a particular moment produce 
in the ltanding wave on the surface of the coffee in my cup. 

1 Cf. Michael Scriven, 'A Possible Distinction between Traditional Scientific Disciplines 
and the Study of Human Behavior', MilllUsolII StwJilS in I'" Pbilosophy of S&iIll&I, I, 1916, p. 
H~: 'The difference between the scientific study of behavior and that of physical pheno
mena is thus partly due to the relatively greater complexity of the simplest phenomena we 
ue coneemed to account for in a behavioral theory.' 

I Emest Nagel, T'" Slnlehn of StiIll&I, New York. 1961, p. 101: 'though social pheno
mena may indeed be complex. it is by no means certain that they are in general more com
plex than physical and biological phenomena.' See, however, Johann von Neumann, 'The 
General and Logical Theory of Automata', OrIbral Me&btmimt in Behatlior. The Hixon 
Symposium, New York, 19' I, p. %4: 'we are dealing here with parts of logic with which we 
have practically no experience. The order of complexity is out of all proportion to anything 
we have ever known.' It may be useful to give here a few illustrations of the orders of 
magnitude with which biology and neurology have to deal. While the total number of 
electrona in the Universe has been estimated at 10'19 and the number of electrons and 
protons at 10100, there are in chromosomes with 1,000 locations [genes] with 10 allelo
morphs 101000 possible combinations; and the number of possible proteins is estimated at 
101100 (L. Yen Bertalanf£y, ProbInu of Ufo, New York, 1912, p. 103). C. Judson Herrick 
(Brains of Rals fIIIIl MM. New York), suggeata that 'during a few minutes of intense cortical 
activity the number of interneuronic connections actually made (counting also those that 
are actuated more than once in different aasociational patterns) may well be as great as the 
total number of atoms in the solar system' (i.e. loM); and Ralph W. Getard (S&imliji& 
Amtrittm, September 1913, p. 118) has estimated that in the course of seventy years a man 
may accumulate 11 X 1018 units of information ('bits'), which is more than 1,000 times 
larger than the number of nerve cells. The further complications which social relations 
superimpose upon this ue, of course, relatively insignificant. But the point is that if we 
wanted to 'reduce' social phenomena to physical events, they would constitute an additional 
complication, superimposed upon that of the physiological processes determining mental 
events. 
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of complexity characteristic of a peculiar kind of phenomenon and the 
degree of complexity to which, by a combination of elements, any kind 
of phenomenon can be built up. Of course, in this manner physical 
phenomena may achieve any degree of complexity. Yet when we 
consider the question from the angle of the minimum number of distinct 
variables .a formula or model must pos~ess in order to reproduce the 
charactensttc patterns of structures of different fields (or to exhibit the 
general laws which these structures obey), the increasing complexity as 
we proceed from the inanimate to the ('more highly organized') animate 
and social phenomena becomes fairly obvious. 

It is, indeed, surprising how simple in these terms, i.e., in terms of the 
number of distinct variables, appear all the laws of physics, and parti
cularly of mechanics, when we look through a collection of formulae 
~ressing ~ 11. On the other hand, even such relatively simple con
stttuents ofblOloglcal phenomena as feedback (or cybernetic) systems, in 
which a certain combination of physical structures produces an overall 
structure possessing distinct characteristic properties, require for their 
description something much more elaborate than anything describing 
th~ g~eral ~ws of m~cs. In fact, when we ask ourselves by what 
cntena we SIngle out certatn phenomena as 'mechanical' or 'physical', 
we shall probably find that these laws are simple in the sense defined. 
Non-physical phenomena are more complex because we call physical 
what can be described by relatively simple formulae. 

The 'emergence' of 'new' patterns as a result of the increase in the 
number of elements between which simple relations exist, means that 
this larger structure as a whole will possess certain general or abstract 
features which will recur independently of the particular values of the 
individ~ data,. so l~ng as the general structure (as described, e.g., by an 
algebratc equatton) IS preserved.10 Such 'wholes', defined in terms of 
certain general properties of their structure, will constitute distinctive 
objects of explanation for a ~eory, even though such a theory may be 
merely a partlcular way of fittIng together statements about the relations 
between the individual elements. 

• er. :Warren Weaver, 'A Quarter Century in the Natwal Sciences', TIM Rothfollw 
F~lonAmuitzl ~/, 19,8, ~ 1, '~ence and Complexity', which, when writing 
this, I knew only In the abbreviated vemon which appeared in the Amlrirflll Srimlist 
~1~8. ' 

10 Lloyd Morgan's conception of 'emergence' derives, ,u, G. H. Lewes (Prob"lIU of Lifo 
fIIIIl MiNI, 1st series, VoL II, problem V, 01. Ill, section headed 'Resu1tanta and Ernergenta' 
American eeL, Boston, 1891, p. 368},from John StuartMill's distiaction of the 'heteropathic: 
laws of chemistry and other complex phenomena from the ordinary 'composition of causes' 
in m«banl~, etc. See his Syll"" oflAgk, London, 1843, Bk. Ill, Ch. 6, in VoL I, p. 431 of 
the 6nt edition, and C. Lloyd Morgan, TIM Bmergmu of N_IIy, London, 1933, p. u. 
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It is somewhat misleading to approach this task mainly from the angle 
of whether such structures are 'open' or 'closed' systems. There are, 
strictly speaking, no closed systems within the universe. All we can as~ is 
whether in the particular instance the points of contact through which 
the rest of the universe acts upon the system we try to single out (and 
which for the theory become the data) are few or many. These data, or 
variables, which determine the particular form which the pattern 
described by the theory will assume in the given circumstance~, will8e 
more numerous in the case of complex wholes and much more difficult to 
ascertain and control than in the case of simple phenomena. 

What we single out as wholes, or where we draw the 'partition 
boundary',l1 will be determined by the consideration whe~e~ we ~n 
thus isolate recurrent patterns of coherent structures of a disttnct kind 
which we do in fact encounter in the world in which we live. Many 
complex patterns which are conceivable and might recur we shall not 
find it worthwhile to construct. Whether it will be useful to elaborate 
and study a pattern of a particular kind will depend on whether the 
structure it describes is persistent or merely accidental. The coherent 
structures in which we are mainly interested are those in which a complex 
pattern has produced properties which make self-maintaining the 
structure showing it. 

3. Pattern Predf&tion with IlItomplete Data 

The multiplicity of even the minimum of distinct elements required to 
produce (and therefore also of the minimum ~um~r of data required to 
explain) a complex phenomenon of a certaIn kind creates problems 
which dominate the disciplines concerned with such phenomena and 
gives them an appearance very different from that of those concerned 
with simpler phenomena. The chief diffi~ty in the ~ormer beC?mes ~ne 
of in fact ascertaining all the data detetmUlUlg a parttcular manifestatton 
of the phenomenon in question, a difficulty which is often insurmo~t
able in practice and sometimes even an absolute one.U Those mainly 
concerned with simple phenomena are often inclined to think that 
where this is the case a theory is useless and that scientific procedure 
demands that we should find a theory of sufficient simplicity to enable 
us to derive from it predictions of particular events. To them the theory, 
the knowledge of the pattern, is merely a tool whose usefulness depends 

11 Lewis White Beck, 'The "Natwal Science Ideal" in the Social Sciences', TIM Sri",tijk 
Montbly, LXVIII, June 1~9, p. 388. 

11 Cf. F. A. Hayek, TIM SIIIIrII'Y 0rtiIr, paras. 8.66-8.86. 
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entirely on our capacity to translate it into a representation of the 
circumstances producing a particular event. Of the theories of simple 
phenomena this is largely true. la 

There is, however, no justification for the belief that it must always be 
possible to discover such simple regularities and that physics is more 
advanced because it has succeeded in doing this while other sciences have 
not yet done so. It is rather the other way round: physics has succeeded 
because it deals with phenomena which, in our sense, are simple. But a 
simple theory of phenomena which are in their nature complex (or one 
which, if that expression be preferred, has to deal with more highly 
organized phenomena) is probably merely of necessity false---at least 
without a specified tetm/ pariblll assumption, after the full statement of 
which the theory would no longer be simple. 

We are, however, interested not only in individual events, and it is also 
not only predictions of individual events which can be empirically tested. 
We are equally interested in the recurrence of abstract patterns as such; 
and the prediction that a pattern of a certain kind will appear in defined 
circumstances is a falsifiable (and therefore empirical) statement. 
Knowledge of the conditions in which a pattern of a certain kind will 
appear, and of what depends on its preservation, may be of great practical 
importance. The circumstances or conditions in which the pattern 
described by the theory will appear are defined by the range of values 
which may be inserted for the variables of the formula. All we need to 
know in order to make such a theory applicable to a situation is, there
fore, that the data possess certain general properties (or belong to the 
class defined by the scope of the variables). Beyond this we need to know 
nothing about their individual attributes so long as we are content to 
derive merely the sort of pattern that will appear and not its particular 
manifestation. 

Such a theory destined to remain 'algebraic', U because we are in fact 
unable to substitute particular values for the variables, ceases then to be a 
mere tool and becomes the final result of our theoretical efforts. Such a 
theory will, of course, in Popper's terms,16 be one of small empirical 
content, because it enables us to predict or explain only certain general 

la cr. Emest Nagel. 'Prob1ema of Concept and Theory Formation in the Social Sciences' 
in S,." LtRIt;ttI" _ HRttttm rugbll (American Philoaophical Association, Eastern Division' 
VoL I), University ofPe:nnaylvania Preas, 19S2, p. 620: 'In many c:aaea we arc ignomnt of 
the appropriate initial and boundary conditiona, and cannot make preciae forecasts even 
though available theory is adequate for that purpoae.' 

1. The useful term 'algebraic theoriea' waa suggested to me by J. W. N. Watkina. 
11 K.R.Popper, TbtLogko/SdmlifoDimmr.1, London, 19S9,P. II3. 
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features of a situation which may be compatible with a great many 
particular circumstances. It will perhaps enable us to make only what 
M. Scriven has called 'hypothetical predictions', 16 i.e., predictions 
dependent on yet unknown future events; in any case the range of 
phenomena compatible with it will be wide and the possibility of 
falsifying it correspondingly small. But as in many fields this will be for 
the present, or perhaps forever, all the theoretical knowledge we ~n 
achieve, it will nevertheless extend the range of the possible advance of 
scientific knowledge. 

The advance of science will thus have to proceed in two different 
directions: while it is certainly desirable to make our theories as falsifiable 
as possible, we must also push forWard into fields where, as we advance, 
the degree of falsifiability necessarily decreases. This is the price we have 
to pay for an advance into the field of complex phenomena. 

4. Statistics Impotent to Deallllith Pattern Complexity 

Before we further illustrate the use of those mere 'explanations of the 
principle'17 provided by 'algebraic' theories which describe only the 
general character of higher-level generalities, and before we consider the 
important conclusions which follow from the insight into the boundaries 
of possible knowledge which our distinction provides, it is necessary to 
turn aside and consider the method which is often, but erroneously, 
believed to give us access to the understanding of complex phenomena: 
statistics. Because statistics is designed to deal with large numbers it is 
often thought that the difficulty arising from the large number of 
elements of which complex structures consist can be overcome by 
recourse to statistical techniques. 

Statistics, however, deals with the problem of large numbers 
essentially by eliminating complexity and deliberately treating the in
dividual elements which it counts as if they were not systematically 
connected. It avoids the problem of complexity by substituting for the 
information on the individual elements information on the frequency 
with which their different properties occur in classes of such elements, 
and it deliberately disregards the fact that the relative position of the 
different elements in a structure may matter. In other words, it proceeds 

18 M. Scriven, 'Explanation and Prediction in Evolutionary Theory', S';""', August 
28, 19S9, p. 478 and cf. K. R. Poppet, 'Prediction and Prophecy in the Social Sciences' 
(1949), reprinted in hia CDnjIGIllnI_ RI/fllalions, London, 1963, especially pp. 339 ,Is'qq. 

17 er. F. A. Hayck, 'Degrees of Explanation', Tbt British Jotlnllll for Ibt Philosophy of 
S,","" VI, No. 23, 19H, now reprinted as the first essay of the present collection. 
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on the assumption that information on the numerical frequencies of the 
different elements of a collective is enough to explain the phenomena and 
that no information is required on the manner in which the elements are 
related. The statistical method is therefore of use only where we either 
deliberately ignore, or are ignorant of, the relations between the in
dividual elements with different attributes, i.e., where we ignore or are 
ignorant of any structure into which they are organized. Statistics in such 
situations enables us to re . siro lici and to make the task mana e
able y substltutlOft a SlOg e attribute for the unascertainable individual 
attributes in the co ~ective. It is, however, for this reason irrelevant to the 
solution of problems in which it is the relations between individual 
elements with different attributes which matters. 

Statistics might assist us where we had information about many com
plex structures of the same kind, that is, where the complex phenomena 
and not the elements of which they consist could be made the elements of 
the statistical collective. It may provide us, e.g., with information on the 
relative frequency with which particular properties of the complex 
structures, say of the members of a species of organisms, occur together; 
but it presupposes that we have an independent criterion for identifying 
structures of the kind in question. Where we have such statistics about 
the properties of many individuals belonging to a class of animals, or 
languages, or economic systems, this may indeed be scientifically 
significant information.IS 

How little statistics can contribute, however, even in such cases, to the 
explanation of complex phenomena is clearly seen if we imagine that 
computers were natural objects which we found in sufficiendy large 
numbers and whose behaviour we wanted to predict. It is clear that we 
should never succeed in this unless we possessed the mathematical know
ledge built into the computers, that is, unless we knew the theory deter
mining their structure. No amount of statistical information on the 
correlation between input and output would get us any nearer our aim. 
Yet the efforts which are currendy made on a large scale with regard to 
the much more complex structures which we call organisms are of the 
same kind. The belief that it must be possible in this manner to discover 
by observation regularities in the relations between input and output 
without the possession of an appropriate theory in this case appears even 
more futile and naive than it would be in the case of the computers. It 

While statistics can successfully deal with complex phenomena where 

18 See F. A. HayeJt. TIM C-IIr-Rnoltdion of StU-, Glencoe, IlL, 19S 1, pp. 60-63. 
11 Cf. J. G. Taylor, 'Experimental Design: A Ooak for IntcllectuaJ. Sterility'. TIM Brilirb 

JOIInItli of PlJ'bo/ggy, 49, 19S8, cap. pp. 107-8· 
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these are the elements of the population on which we have information, 
It can tell us nothing about the structure of these elements. It treats them, 
in the fashionable phrase, as 'black boxes' which are. p:es~med to b~ of 
the same kind but about whose identifying characterIStiCS 1t has nothing 
to say. Nobody would probably seriously contend that statistics can 
elucidate even the comparatively not very complex structur~s of 
organic molecules, and few would argue that it can help us to.explalO the 
functioning of organisms. Yet when it comes to accountIn~ for the .. 
functioning of social structures, that belief is widely held. It 1S ~ere of 
course largely the product of a misconception about what the aIm of a 
theory of social phenomena is, which is another story. 

~. The Theory oJEvolution as an Instan&e of Pattern Predktion 

Probably the best illustration of a theory of complex phenomena which 
is of great value, although it describes merely a general pattern .whose 
detail we can never £ill in, is the Darwinian theory of evolution by 
natural selection. It is significant that this theory has al~ays been. so~e
thing of a stumbling block for the dominant conception of SCIentific 
method. It certainly does not fit the orthodox criter~ of 'prediction ~nd 
control' as the hallmarks of scientific method.20 Yet It cannot be derued 
that it has become the successful foundation of a great part of modern 

biology. . I 
Before we examine its character we must clear out of the way a WIde y 

held misconception as to its content. It is often repres~nted as if i~ con
sisted of an assertion about the succession of partIcular speCIes of 
organisms which gradually changed into each other. This, however, is 
not the theory of evolution but an application. of the theory t~ ~e 
particular events which too~ plac~ o~ Earth dUr1D~ the last two bIllio? 
years or so.11 Most of the nusapplicatlons of evolutionary theory (partt-

20 Cf. e.g. Stephen Toulmin, Fomigbl amI Pr,tlidion. London, 1961, p. 14: 'No scientist 
has eve: used this theory to foretell the eoming into existence of creatures of a novel 
species sti1lless verified his forecast.' . 

21 E;en Professor Popper seems to imply this i?tc;rPretation .when he writes (P011erly of 
HiJloritil1fl, p. 107) that 'the evolutionary hypothesIS IS not a uruversallaw of nature but a 
particular(or, morepreciseiy, singular) historical statement about the ancestry of a num~~f 
terrestrial plants and animals'. If this means that the essence of the ~eo~ ?f evolution IS 

the assertion that particular species had common ancestors, or ~t the Slm~rlty of structure 
al ys means a common ancestry (which was the hypotheSIS from which the theory of 
e~ution was derived), this is emphatically not the main content of the present theory of 
evolution. There is, incidentally, some contradiction between P?pper's treatment ?f the 
concept of 'mammals' as a universal (LogiG, p. 65) and the denial that the evolutionary 
hypothesis describes a universal law of nature. The same process might have produced 
mammals on other planets. 
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cularly in anthropology and the other social scien~s) and it.s vario~s 
abuses (e.g., in ethics) are due to this erroneous IOterpretatlon of Its 
content. 

The theory of evolution by natural selection des~bes a.kind of proce~s 
(or mechanism) which is independent of the particular cu:cumstances 10 

which it has taken place on Earth, which is equa1l~ app~cable to a c?urse 
of events in very different circumstances, and which nught result 10 the 
production of an entirely clli!erent. set of or~~sms •. ~e basi~ ~n
ception of the theory is exceedingly s~ple and It 1~ only 10 It:s .applicatlon 
to the concrete circumstances that Its extraordinary fertility and the 
range of phenomena for which it can account manifests itself. IS The b~ic 

ro osition which has this far-reachin im lication is that a mechanism 
of redu lication with ttansmitta e variations and com . tive selection 
of those whi prove to ve a tter 0 s . . e 
of rim prOduce a great variety of structures adapted to. ~ntlnuo~s 
adjustment to the environment and to each other. The validity 0.£ this 
general proposition is not dependen~ o~ the truth of .the particular 
applications which were first made of It: if, for example, It should have 
turned out that, in spite of their structural similarity, man and ape were 
not joint descendants from a comparativdy near common ancestor but 
were the product of two convergent strands starting from ancestors 
which differed much more from each other (such as is true of the exter
nally very similar types of marsupial and placental carnivores), this would 
not have refuted Darwin's general theory of evolution but only the 
manner of its application to the particular case. 

The theory as such, as is true of all theories, describes merely a range of 
possibilities. In doing this it exclud~ other conceivab~e co~es of ~vents 
and thus can be falsified. Its empmcal content COOSlSts 10 what It for
bids.IB If a sequence of events should be observed which cannot be fitted 
into its pattern, such as, e.g., that horses sudd.enlY should be~in to gi~e 
birth to young with wings, or that the CUttlOg off of a hind-paw 10 

successive generations of dogs should result in dogs being born without 
that hind-paw, we should regard the theory as refuted." 

The range of what is permitted by the theory is undeniably wide. Yet 
one could also argue that it is only the limitation of our imagination 
which prevents us from being more aware of how much greater is the 

lit Cllarlca Darwin himself well knew, as he once wrote to Lye1l, that 'all the labour 
consists in the application of the theory" (quoted by C. C. Gillispie. TIN Bigt DfOhJuli"ily, 
Prlnceton, 1960, p. 314). 

lIB K. R. Popper,1.Agit, p. 41. 
H Cf. Morton Beckner, TbI Biologi&aI W'1!1 Dj Tbwt)I, Columbia University Press, 19~4. 

p. :&41• 
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range of the prohibited-how infinite is the variety of conceivable forms 
of organisms which, thanks to the theory of evolution, we know will not 
in the foreseeable future appear on Earth. Commonsense may have told 
us before not to expect anything widely different from what we already 
knew. But exactly what kinds of variations are within the range of 
possibility and what kinds are not, only the theory of evolution can tell 
us. Though we may not be able to write down an exhaustive list of tlle 
possibilities, any specific question we shall, in principle, be able to 
answer. 

For our present purposes we may disregard the fact that in one respect 
the theory of evolution is still incomplete because we still know only 
little about the mechanism of mutation. But let us assume that we knew 
precisely the circumstances in which (or at least the probability that in 
given conditions) a particular mutation will appear, and that we similarly 
knew also the precise advantages which any such mutation would in any 
particular kind of environment confer upon an individual of a specific 
constitution. This would not enable us to explain why the existing 
species or organisms have the particular structures which they possess, 
nor to predict what new forms will spring from them. 

The reason for this is the actual impossibility of ascertaining the 
particular circumstances which, in the course of two billion years, have 
decided the emergence of the existing forms, or even those which, 
during the next few hundred years, will determine the selection of the 
types which will survive. Even if we tried to apply our explanatory 
scheme to a single species consisting of a known number of individuals 
each of which we were able to observe, and assuming that we were able 
to ascertain and record every single relevant fact, their sheer number 
would be such that we should never be able to manipulate them, i.e., to 
insert these data into the appropriate blanks of our theoretical formula 
and then to solve the 'statement equations' thus determined.1G 

What we have said about the theory of evolution applies to most of the 
rest of biology. The theoretical understanding of the growth and 
functioning of organisms can only in the rarest of instances be turned 
into specific predictions of what will happen in a particular case, because 
we can hardly ever ascertain all the facts which will contribute to deter
mine the outcome. Hence, 'prediction and control, usually regarded as 
essential criteria of science, are less reliable in biology'.18 It deals with 
pattern-building forces, the knowledge of which is useful for creating 

16 K. R. Popper,1.Agit, p. 73. 
18 Ralpb S. Lillie. 'Some Aspects of Theoretical Biology', Philosophy DJ Stimu, XV, :&, 

1948. p. II9· 
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conditions favourable to the production of certain kinds of results, 
while it will only in comparatively few cases be possible to control all the 
relevant circumstances. 

6. Theories of Soda! Strut/llres 

It should not be difficult now to recognize the similar limitations 
applying to theoretical explanations of the phenomena o~ mind ~d 
society. One of the chief results so far achieved by theoreti~ ,,:o~k 10 

these fields seems to me to be the demonstration that here IOdiVldual 
events regularly depend on so many concrete circumstanc:es that we shall 
never in fact be in a position to ascertain them all; and that 10 co~sequence 
not only the ideal of prediction and control must largely r~ beyond 
our reach, but also the hope remain illusory ~t .w.e can discover by 
observation regular connections between the IOdiVldual events. The 
very insight which theory provides, for example, that almost any ev~t 
in the course of a man's life may have some effect on almost any of . his 
future actions, makes it impossible that we transla~ our. t:ru:0ret1;cal 
knowledge into predictions of specific events. There 15 no Justification 
for the dogmatic belief that such translation must be po~sible if a s~ce 
of these subjects is to be achieved, and that workers 10 these sClenc:es 
have merely not yet succeeded in what physics has done, ~y to ~
cover simple relations between a few observables. If the theOr1es which 
we have yet achieved tell us anything, it is that no such Sii11P!e reg:uIai!t[s 
are to be expected. . . . 

I will not consider here the fact that 10 the case of mmd ~g to 
explain the detail of the wor~g. of an?~er mind of the s;une ~rd~r of 
complexity, there seems to eXlst, 10 addition to the merely. pra.ct1~ .yet 
nevertheless unsurmountable obstacles, also an absolute tmpoSSlbility: 
because the conception of a mind full lainin itsc:I£ involves. a 
l~ con ct1on. ve scussed elsewhere. I? ~t is no~ ~vant 
here because the practical limits determined by the unposSlbility of 
ascertaining all the relevant data lie so far inside the logical limits that the 
latter have little relevance to what in fact we can do. 

10 the field of social phenomena only economics and linguistics· 
11 See TbI SIIUtWY Orvlw, 8.66-8.86, also TbI CfJIIII/I,.·Rnohdilm (}f Sti4fI&" Glencoe, 1, u 

1951, p. 48, and the following essay in the present volume. 
18 See particularly Noam Cllomsky, SynkI&lk ShWltIrrS, 'sGravenhage, 1957, who char

acteristically seems to succeed in building up such a theory after frankly abandoning the 
striving after an inductivist 'discovery procedure' and substituting for it the search after an 
'evaluation procedure' which enables him to eliminate &lse theories of grammars ~d 
where these gmnmara may be arrived at 'by intuition. guesa-work, all sorts of puttal 
methodological hints, reliance on past expe.rience, etc.' (p. 56). 
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seem to have succeeded in building up a coherent body of theory. I shall 
confine myself here to illustrating the general thesis with reference to 
economic theory, though most of what I have to say would appear to 
apply equally to linguistic theory. 

Schumpeter well described the task of economic theory when he 
wrote that 'the economic life of a non-socialist society consists of 
millions of relations or flows between individual firms and households. 
We can establish certain theorems about them, but we can never observ~ 
them all. '211 To this must be added that most of the phenomena in which 
we are interested, such as competition, could not occur at all unless the 
number of distinct elements involved were fairly large, and that the 
overall pattern that will form itself is determined by the significantly 
different behaviour of the different individuals so that the obstacle of 
obtaining the relevant data cannot be overcome by treating them as 
members of a statistical collective. 

For this reason economic theory is confined to describing kinds of 
patterns which will appear if certain general conditions are satisfied, but 
can rarely if ever derive from this knowledge any predictions of specific 
phenomena. This is seen most clearly if we consider those systems of 
simultaneous equations which since Leon Walras have been widely used 
to represent the general relations between the prices and the quantities 
of all commodities bought and sold. They are so framed that if we were 
able to fill in all the blanks, i.e., if we knew all the parameters of these 
equations, we could calculate the prices and quantities of all the com
modities. But, as at least the founders of this theory clearly understood, 
its purpose is not 'to arrive at a numerical calculation of prices', because 
it would be 'absurd' to assume that we can ascertain all the data.30 

The prediction of the formation of this general kind of pattern rests on 
certain ve eneral factual assumptions such as that most eo le 
en e in e 10 or er to earn an lncome, that they refer a larger 
income to a s er one t t e are not revente om entenng 
whatever trade the wish, etc.,-assumptions which determine e sco 
of the varia les but not e1r ar ues' It is owever, not 
dependent on the knowled&e of the more particular circumstances which 
we would have to know in order to be able to predict prices or quanti~e~ 
o(pa.rticular commodities. No economist has yet succeeded in making a 
fortune by buying or selling commodities on the basis of his scientific 
prediction of future prices (even though some may have done so by 
selling such predictions). 

19 J. A. Schumpeter, HilltJry(}j&-fIIk Allalysir, Oxford University Press, 1954, p. 141. 
80 V. Pareto, Mimwld'"-",i, polililpll, 1nd cd., Paris, 1917, pp. :&%3-4. 
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To the physicist it often seems puzzling why the economist should 
bother to formulate those equations although admittedly he sees no 
chance of determining the numerical values of the parameters which 
would enable him to derive from them the values of the individual 
magnitudes. Even many economists seem loath. to ~t ~at th~se 
systems of equations are not a step towards specific predictions of In
dividual events but the final results of their theoretical efforts, a 
description merely of the general character of the order we shall find 
under specifiable conditions which, however, can never be translated 
into a prediction of its particular manifestations. 

Predictions of a pattern are nevertheless both testable and valuable. 
Since the theory tells us under which general conditions a P,"l~ern of this 
sort will form itself, it will enable us to create such conditions and to 
observe whether a pattern of the kind predicted will appear. And since 
the theory tells us that this pattern assures a maximizati~~ of ou~ut ~ a 
certain sense, it also enables us to create the general conditions which will 
assure such a maximization, though we are ignorant of many of the 
particular circumstances which will determine the pattern that will 
appear. 

It is not really surprising that the explanation of merely a sort of pa~rn 
may be highly significant ~ the field of complex phenomena but of li~e 
interest in the field of simple phenomena, such as those of mechanics. 
The fact is that in studies of complex phenomena the general patterns 
are all that is characteristic of those persistent wholes which are the main 
object of our interest, because a number of enduring structures have this 
general pattern in common and nothing else. 81 

7. Th, Ambiguity of thl Claims of D,terminism 

The insight that we will sometimes be able to say that data of a certain 
class (or of certain classes) will bring a~uta pattern ~f a .a:rtain kind, but 
will not be able to ascertain the attnbutes of the IndiVldual elements 
which decide which particular form the pattern will assume, has con
sequences of considerable importance. It means, in the first instance, that 
when we assert that we know how something is determined, this state-

11 A -cbuactcristie instmcc of the misunderstanding of this point (quoted by B. Nagel. 
I.e., p. 61) oc:aua in Clarles A. Beard, TbI NIlhtn of IbI Sfltitl/ Sn-u, !'lew York, 1934-
p. 19, where it is contended that if a ac:ienc:c of society 'were a true aaenee, ~ that of 
aatronOtnJ it would enable us to predict the eseential movements of human 2ffairs for the 
immediate'and the indefinite future, to give pieturcs of society in the year %000 or the year 
IS00 just aa aatronometll can IUSp the appearanc:ea of the heavens at fiud points of time in 
the future.' 

The Theory of Complex Phenomena 

ment is ambiguous. It may mean that we merely know what class of 
circumstances determines a certain kind of phenomena, without being 
able to specify the particular circumstances which decide which member 
of the predicted class of patterns will appear; or it may mean that 
we can also explain the latter. Thus we can reasonably claim that 
a certain phenomenon is determined by known natural forces and at the 
same time admit that we do not know precisely how it has been prC5 
duced. Nor is the claim invalidated that we can explain the principle on 
which a certain mechanism operates if it is pointed out that we cannot 
say precisely what it will do at a particular place and time. From the fact 
that we do know that a phenomenon is determined by certain kinds of 
circumstances it does not follow that we must be able to know even in 
one particular instance all the circumstances which have determined all 
its attributes. 

There may well be valid and more grave philosophical objections to 
the claim that science can demonstrate a universal determinism; but for 
all practical purposes the limits created by the impossibility of ascertain
ing all the particular data required to derive detailed conclusions from our 
theories are probably much narrower. Even if the assertion of a universal 
determinism were meaningful, scarcely any of the conclusions usually 
derived from it would therefore follow. In the first of the two senses we 
have distinguished we may, for instance, well be able to establish that 
every single action of a human being is the necessary result of the in
herited structure of his body (particularly of its nervous system) and of 
all the external influences which have acted upon it since birth. We might 
even be able to go further and assert that if the most important of these 
factors were in a particular case very much the same as with most other 
individuals, a particular class of influences will have a certain kind of 
effect. But this would be an empirical generali2ation based on a ce/eris 
paribllS assumption which we could not verify in the particular instance. 
The chief fact would continue to be, in spite of our knowledge of the 
principle on which the human mind works, that we should not be able to 
state the full set of particular facts which brought it about that the in
dividual did a particular thing at a particular time. The individual per
sonality would remain for us as much a unique and unaccountable 
phenomenon which we might hope to influence in a desirable direction 
by such empirically developed practices as praise and blame, but whose 
specific actions we could generally not predict or control, because we 
could not obtain the information on all the particular facts which 
determined it. 
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8. The Ambiguity of Relativism 
The same sort of misconception underlies the conclusions derived 

from the various kinds of 'relativism'. In most instances these relativistic 
positions on questions of history, culture, or ethics ~e deri~ed from the 
erroneous interpretations of the theory of evolution which we have 
already considered. But the basic conclusion that the whole of our 
civilization and all human values are the result of a long process of 
evolution in the course of which values, as the aims of human activity 
appeared continue to change, seems inescapable in the light of our 
present knowledge. We are probably also entitl~d to conclude tha~ ?ur 
present values exist only as the elements of a particular cultural tra~tion 
and are significant only for some more or less long phase of evolution-:
whether this phase includes some of our pre-human ancestors or 1S 
confined to certain periods of human civilization. We have no more 
ground to ascribe to them eternal ~xiste~ce than to the h~ race itself. 
There is thus one possible sense 10 which we may legitimately regard 
human values as relative and speak. of the probability of their further 

evolution. 
But it is a far cry from this general insight to the claims of the ethical, 

cultural or historical relativists or of evolutionary ethics. To put it 
crudely; while we know that all those values are relative to something, 
we do not know to what they are relative. We may be able to indicate the 
general class of circumstanoes which have made them what they are, but 
we do not know the particular conditions to which the values we hold 
are due, or what our values would be if those circumstances had been 
different. Most of the illegitimate conclusions are the . result of the 
erroneous interpretation of the theory of evolution as the empirical 
establishment of a trend. Once we recognize that it gives us no more than 
a scheme of explanation which might be sufficient to explain particular 
phenomena if we knew all the facts which ~ve operated ~ the ~urse of 
history, it becomes evident that the claims of the var10US kinds of 
relativism (and of evolutionary ethics) are unfounded. Though we may 
meaningfully say that our values are determined by a class of cir~
stances definable in general terms, so long as we cannot state which 
particular circumstances have produced the existing values, or what our 
values would be under any specific set of other circumstances, no 
significant conclusions follow from the assertion. 

It deserves brief notice in passing how radically opposed are the 
practical conclusions which are derived from the same evolu~onary 
approach according as it is assumed that we can or cannot 10 fact 
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know enough about the circumstances to derive specific conclusions 
from our theory. W]ille the assumption of a sufficient knowledge of the 
concrete facts enerall roduces a sort of intcllectual hubris which 
delu?es itself that reason can judge values. the insight into the im
P2ss1bility of such full know}edge induces an attitude of hUtnilitr ~d 
reverence towardS that ex~ence ofmankiiid as a whole iliat has been 
preci itated in the values an 1Ostitutions of existin socie . ' 

A few observations oug t to e here about the obvioQj 
significance of our conclusions for assessing the various kinds of 're
ductionism'. In the sense of the first of the distinctions which we have 
r~peat~dly made-in the sense of general description-the assertion that 
b101~g1cal or mental phenomena are 'nothing but' certain complexes of 
phys1cal events, or that they are certain classes of structures of such 
events, these claims are probably defensible. But in the second sense
specific prediction-which alone would justify the more ambitious 
claims. made for reducti?nism, they are completely unjustified. A full 
reduCtion would be achieved only if we were able to substitute for a 
des~ption of ev~ts ~ biological or mental terms a description in 
phys1cal terms which 10cluded an exhaustive enumeration of all the 
physical circumstances which constitute a necessary and sufficient 
condition of the biological or mental phenomena in question. In fact 
such atte~pts always consist-and can consist only-in the illustrative 
e~umeration of classes of events, usually with an added 'etc.', which 
might produce the phenomenon in question. Such 'etc.-reductions' are 
not. ~ductions whi~ enable us to dispense with the biological or mental 
entities, or to ~ubstitute for them a statement of physical events, but are 
mere explanations of the general character of the kind of order or pattern 
whose specific manifestations we know only through our concrete 
experience of them. as 

9. The Importance of Our Ignorance 

Perhaps it is only natural that in the exuberance generated by the 
successful advances of science the circumstances which limit our factual 
kn?:wledge, and .the consequent boundaries imposed upon the applic
~bility of theoretical knowledge, ~ve been rather disregarded. It is high 
time, however, that we take our 19norance more seriously. As Popper 
and others have pointed out, 'the more we learn about the world and the 
deeper our learning, the more conscious, specific, and articulat~ will be 

as 0: My COII1IIIr-RnoIttIitm of Stimt" pp. 48 ,1 SIIJiJ., and William Craig 'Replacement of 
Auxiliary Expressions', TIJI PbiwlOphiul Rn;,." 6S, 19S6. ' 

[ 39 ] D 



Philosophy 

our knowledge of what we do not know, our knowledge of our 
ignorance'.88 We have indeed in many fields learnt enough to know that 
we cannot know an that we would have to know for a full exptanatio~c:>! 
the phenomena. 

These boun<laries may not be absolute. Though we may never ~ow 
as much about certain complex phenomena as we can ~ow about su:o-ple 

phenomena, we may partly pierce the. ~unda.rf by: deliberately cult1"~at
ing a technique which aims at more limited objectives-the ~lanatlon 
not of individual events but merely of the appearance of certaln patterns 
or orders. Whether we call these mere explanations of the principle or 
mere pattern predictions or higher-level ~ries does not matter. O~ce 
we explicidy recognize that the understanding of the general me~m 
which produces patterns of a certain kind is not mer~y a tool for ~pe~c 
predictions but important in its 0w? rig~t, ~d. that It may p~o~~e lm

portant guides to action (or sometlmes ~di~tl?ns of the desua~llity of 
no action), we may indeed find that this limited knowledge IS most 

valuable. 
What we must get rid of is the naive superstitio? that ~e world. must 

be so organized that it is possible by direct observatlon to discover stmple 
regularities between ~ p~enomena ~d ~t this is a necessary pre
supposition for the applicatlon of ~e s~entific method. What we have by 
now discovered about the orgaruzatlon of many complex structures 
should be sufficient to teach us that there is no reason to expect this, and 
that if we want to get ahead in these fields our aims will have to be 
somewhat different from what they are in the fields of simple phenomena. 

10. A Postsmpt on thl Ro" oJ'Laws' in the Theory o/C01llP"" Phmo1lllnaSf. 

Perhaps it deserves to be added that. the precedin? considerati?ns 
throw some doubt on the widely held V1ew that the aim of theoretlcal 
science is to establish 'laws' -at least if the word 'law' is used as com-

aa K. R Popper '00 the Sourc:cs of Knowledge and IgnotallCC', p~ of IIN Brimb 
A~, ~6, 1~: p. 69. Sce also Warren Vf'~v~,:A Scientist Pondcra F~th', SIIhIri4y 
~ January 5, 19S9: 'Is science really gammg III Its assault on the totality of the un
solved? As sciCDCC lcams onc answer. it is c:buactcristicay true that it also lc:arns seven! 
ncw gumM!I, It is IS thOUgh science were worldDg III a great fOrest 01 ¥10rance, maJtilig an ever larger circular clearing within which, not to insist on the pun, things are dear •••• 
But, as that circle becomes larger and larger, the circumference of ~tact ~th ignoran~ 
also gets longer and longer. Science learns more and more. But there 15 an ultimate sense In 
which it does not gain; for the volume of the apprccisted ~t.not ~erstood k~ gcttin~ 
larger. W~ in scior;;getting a more and more ilbisticatcd VlCW of our IgnOrance. 

H ThiS ~.aon essay was not containCCi in e vemon Odgi1iilIy pUbllShCd and 

has been added to this rcprlnt. 
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monly understood. Most people would probably accept some such 
definition of 'law' as that 'a scientific law is the rule by which two 
phenomena are connected with each other according to the principle of 
causality, that is to say, as cause and effect.'III And no less an authority 
than Max Planck is reported to have insisted that a true scientific law 
must be expressible in a single equation.88 

Now the statement that a certain structure can assume only one ~ the 
( still infinite) number of states defined by a system of many simultaneous 
equations is still a perfecdy good scientific (theoretical and falsifiable) 
statement.87 We might still call, of course, such a statement a claw', if 
we so wish (though some people might righdy feel that this would do 
violence to language); but the adoption of such a terminology would 
be likely to make us neglectful of an important distinction: for to say 
that such a statement describes, like an ordinary law, a relation between 
cause and effect would be highly misleading. It would seem, therefore, 
that the conception of law in the usual sense has litde application to 
the theory of complex phenomena, and that therefore also the 
description of scientific theories as cnomologic' or 'nomothetic' (or 
by the German term GmtzlSIIJimnscha/ten) is appropriate only to 
those two-variable or perhaps three-variable problems to which the 
theory of simple phenomena can be reduced, but not to the theory 
of phenomena which appear only above a certain level of complexity. 
H we assume that all the other parameters of such a system of equa
tions describing a complex structure are constant, we can of course 
still call the dependence of one of the latter on the other a Claw' and 
describe a change in the one as cthe cause' and the change in the other as 
'the effect'. But such a 'law' would be valid only for one particular set 
of values of all the other parameters and would change with every change 
in anyone of them. This would evidendy not be a very useful conception 

36 The particular wording which I happened to come across while drafting this is taken 
from H. Kclacn, 'The Natural Law Doctrine Before the Tribunal of Science' (1949), re
printed in WbaJ is Jusli,,', University of California Press, 1960, p. 139. It seems to express 
well a widely held view. a. Sir Kart Popper comments on this that it seems cxtrcmdy doubtful whether any /illgl, 
onc of Maxwcll's equations could be saict to express anything of real significance if we knew 
none of the others; in fact, it seems that the rcpcsted occurrence of the symbols in the 
various equations is needed to ICCurC that thcac symbols have the intended mcsnings. 

a7 Cf. K. R. Popper, Logi& of S&i",Jjfo DimltllI'.J, § 17, p. 73: 'Even if the system of 
equations does not suffice for a unique solution, it does not allow every conceivable com
bination of values to be substituted for the "unknowns" (variables). Rather, the system of 
equations characterizes certain combinations of values or value systems as admissible, and 
others as inadmissible; it distinguishes the class of admissible value systems from the class 
of inadmissible value systems.' Note also the application of this in the following passages to 
'statement equations'. 
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of a 'law', and the only generally valid statement about the regularities 
of the structure in question is the whole set of simultaneous equations 
from which, if the values of the parameters are continuously variable, 
an infinite number of particular laws, showing the dependence of one 
variable upon another, could be derived. 

In this sense we may well have achieved a very elaborate and quite 
useful theory about some kind of complex phenomenon and yet have to 
admit that we do not know of a single law, in the ordinary sense of the 
word, which this kind of phenomenon obeys. ~ believe this to be in a 
great measure true of social phenomena: thou h we sess theories of 
s stru es. I fa r ou t w r we ow 0 any 'laws' which 
social phenomena obey. It would then appear that the search for the dis
covery of taws is not an appropriate hall-mark of scientific procedure but 
merely a characteristic of the theories of simple phenomena as we have 
defined these earlier; and that in the field of complex phenomena the 
term 'law' as well as the concepts of cause and effect are not applicable 
without such modification as to deprive them of their ordinary meaning' 

In some respect the prevalent stress on 'laws', i.e., on the discovery of 
regularities in two-variable relations, is probably a result of inductivism, 
because only such simple co-variation of two magnitudes is likely to 
strike the senses before an explicit theory or hypothesis has been formed. 
In the case of more complex phenomena it is more obvious that we must 
have our theory first before we can ascertain whether the things do in 
fact behave according to this theory. It would probably have saved much 
confusion if theoretical science had not in this manner come to be 
identified widi the searCh tor taws in the sense of a simple dependence of 
one magnitude upon another. It would have prevented such mis
conception as that, e.g., the b~ological theory of evolution proposed 
some definite 'law of evolution' such as a law of the necessary sequence 
of certain stages or forms. It has of course done nothing of the kind and 
all attempts to do this rest on a misunderstanding of Darwin's great 
achievement. 4nd the prejudice that in order to be scientific one 
must roduce laws ma et rove to be one of the most hUiIifUi of 
methodological conceptions. It may have been us to some extent or 
the reason given by Popper, that 'simple statements •.• are to be pri%ed 
more highly'u in all fields where simple statements are significant. But 
it seems to me that there will always be fields where it can be shown 
that all such simple statements must be false and where in consequence also the prejudice in favour of 'laws' must be harmful. 

as Ibid., p. 142• 

• .. ' 
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CHAPTER THREE 

Rules, Perception and Intelligibility*l 
I. RNIt-gllideJ A&tion 

The most striking instance of the phenomenon from_~~cb_'\Ye_s_h~l1 
start is the ability of small children to use language in accordan~ wi~ th~ 
rules of ~ ana idiom Q&hlai-th~ Me_wllQlIY-Ji9~War~! 'Perhaps 
tliere is', Edward Sapir wrote thirty-five years ago, 'a far-reaching moral 
in the fact that even a child may speak. the most difficult language with 
idiomatic ease but that it takes an unusually analytical type of mind to 
define the mere elements of that incredibly subtle linguistic mechanism 
which is but a plaything in the child's unconscious.'1 

The phenomenon is a very comprehensive one and includes all that 
we call skills. The skill of a craftsman or athlete which in English is describe~owledge how' (to carve, to ride a bicycle, to ski, or to tie 
a knot) belongs to this category. It is ~~sti~.9! these skills that we 
are usually not able to state ~lici.!1y.@~~vely) .t:1:lemannerofactiilg 
whiCh is invol!c:.~.' A good example is given in another connection by 
M. Friedman and L. J. Savage: 

Consider the problem of predicting, before each shot, the direction of 
travel of a billiard-ball hit by an expert billiards player. It would be possible 
to construct one or more mathematical formulas that would give the 
* Reprinted from the PfYI&uJings 0/10. British At_lIlY, XLVIII, 196~ London, 1963. 
1 Numbers in footnotes refer to the Bibliogtaphy at the end of this chapter. lE. Sapir (5%, p. 549). Further insight into the nature of gtammatical order makes this achievement of children appear even more remarkable, and R. B. Lees was recendy moved to observe (~~ p. 408) that 'in the case of this typically human and culturally universal phenomenon of speech. the simplest model that we can construct to account fot it reveals that a gtammat is of the same order as a predictive theory. If wc are to account adequately fot the indubitable fact that a cbild by the !IF of five or six has somehow reconstructed for himself the theory of this 1anguage. it would seem that our notions of human learning are due for some considenble sophistication'. 
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directions of travd that would score points and, among these, would 

indicate the one (or more) that would leave the balls in the best positions. 

The formulas might, of course, be extremdy complicated, since they 

would necessarily take account of the location of the balls in relation to 

one another and of the cushions and of the complicated phenomena induced 

by 'english'. Nonethdess, it seems not at all unreasonable that excdlent 

predictions would be yidded by the hypothesis that the billiards player 

made his shots as if he knew the formulas, could estimate accuratdy by 

eye the angles, etc., describing the location of the balls, could make light

ning ~culations from the formulas, and could then make the ball travel 

in the direction indicated by the formulas.' 

(A being endowed with intellectual powers of a higher order would 

probably describe this by saying that the billiards player acted as if he 

could think.) 
So far as we are able to describe the character of such skills we must do 

so by stating the rules governing the actions of which the actors will 

usually be unaware. Unfortunately, modern English usage does not 

permit generally to employ the verb 'can' (in the sense of the German 

kOnnen) to describe all those instances in which an individual merely 

'knows how' to do a thing. In the instances so far quoted it willrrobably 

be readil ted that the 'know how' consists in the ca: to act 

to which we ma able to cover ut which we need 

able to state 111 or er to 0 y em.' The problem is, however, of 

a M. Priedman and L J. Savage (8, p. 87). 

'0. Gilbert Ryle (48) and (49, Chapter ~). The almost complete loss of the original 

c:oanotation of 'can' in Eogliab, where it can scarc:ely any longer be used in the infinitive 

form, is not only an obstacle to the car discuaaion of these problems but also a lOurce of 

c:onfuaion in the intcmatioDal c:ommunic:ation of ideas. If a German says 'Ic:h wciB, wie man 

Tconia spielt' this does not nc:cessarily imply that he know8 how to play tennis, which a 

German would cxprcaa by saying'lch kann Tconia spic1cn'. In German the former pbmsc 

states the explicit knowledge of the rules of the game and may-if the speaker had made 

special motion studiC&-Rfer to the rules by which the skill of a player can be described, • 

skill which the speaker who claims to know these rules need not poacss. German. in fact, 

has three terms for the English 'to know': wrm, corresponding to 'know that', ~, 

corresponding to 'be acquainted with', and ~, corresponding to 'know how'. Sce the 

interesting diac:uasion in H. von Hclmholtz (u, pp. 9& 11 HtJIl.). The passage is inevitably 

rcndctcd only imperfectly in the &glish ttanalation of this work. 

Compare also on the whole issue Michacl Polanyi (4S), especially the chapters on 'Skills' 

and 'Articulation' and the pcncttating observations in Adam Perguson (7, p. so): 'It is 

fortunate in this, as in other articles to which speculation and theory arc applied, that 

nature proceeds in her c:oune, whilst the curious arc busied in the search for her principles. 

The peasant, or the child, can reason and judge, and speak his language with discernment, • 

consistcnc:y, and a regard for analogy, which perplex the logician, the momlist, and the 

gmnmarian, when they would find the principlca upon which the proceeding i. founded, 

or when they would bring to general rulca what is 10 familiar, and 10 well suatained in 

particular CIISCI.' 
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much wider significance than will perhaps be readily conceded. If what is 

called the SprathgeJiihl consists in our capacity to follow yet unformulated 

rules,l there is no reason why, for example, the sense of justice (the 

RethtsgeJiihl) should not also consist in such a capacity to follow rules 

which we do not know in the sense that we can state them. 8 

From these instances where action is guided by rules (movement 

patterns, ordering principles, etc.) which the acting pe:son need not 

explicitly know (be able to specify, discursively to describe, or 'v~r

balize'),7 and where the nervous system appears to act as what may be 

called a 'movement pattern C:[~Q.r', we must now tom to the corre

sponding and no less interesting instances where the organism is able to 

recognize actions conforming to such rules or patterns without being 

consciously aware of the elements of these patterns, and therefore must 

be presumed to possess also a kind of '~ovement pattern detector'. 
• -~- +- - " •. ----~ - ---- ~ 

z. RJJe-gud Perteptfo.n 

Again the capacity of the child to understand various meanings of 

sentences expressed by the appropriate grammatical structure provides 

the most conspicuous example of the capacity of rule-perception. Rules 

which we cannot sta~c:.!hu~ !!o n~K~!~~~~guractions. Th,~~~Q 
govern our percept1on~; ano particularly our perceptions of o~r 

~o~s actions. TIie-child who speaks grammatically without knowing 

the es of grammar not only understands all the shades of meaning 

expressed by others through following the rules of grammar, but may 

also be able to correct a grammatical mistake in the speech of others. 

This ca ci of rceivin rules or re i, or atterns in the 

action of others is a v eneral an important phenomenon. It is an 

instance 0 Gestalt perception, ut 0 a perception 0 co gura· ons of a 

peculiar kind. While in the more familiar instances we are able to specify 

(explicitly or discursively to describe, or explicate) the configurations 

which are recognized as the same, and therefore also are able deliberatel y 

to reproduce the stimulus situation which will produce the same 

perception in different people, all we often know in the instances which 

~long here and w~~be ~i?, __ ~n_~\lbjectof this paper-is-~ilia.t a 
6 er. P. Kainz (2.3, p. 343): 'Die Nonncn, die das Sprachvcrwcnden stcuem, das Richtige 

vom Palschen sondcm, bUden in wer Gcsamtheit das SptachgefUhl.' 

11 O. L. Wittgcnstcin (66, p. I8se): ' "Knowing" it only means: being able to describe it.' 

1 Since the meaning of many of the terms we shall have to use is somewhat ftuid, wc shall 

oa:asionally tcsort to the device of cumulating near-synonyms which, although not 

identical in their meaning, by the tange of overlap of meaning define more precisely the 

scnac in which we use these terms. 
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particular situation is recognized by differen~ persons. as one of a certain kino. -- ... --.... _ .. - .---._- .-.-----
To these classes of structures of events which are 'known by none, 

and understood by all's belong in the first instance gestures and ~~~ 
~ressions. It is significant that the capacity to respond to signs of 
which we are not conscious decreases as we move from members of our 
own culture to those of different cultures, but that in some measure it also 
exists in our mutual relations to (and also between) higher animals.' The 
phenomenon has in recent years received a good deal of attention under 
the heading of'Rhysiognomy perception' 10 ; it seems, however, ~o be of 
much wider occurrence tl}an this term at first suggests. It ~des not 
onl our rce tion of ression but also our reco . tion 0 action as 
directed or putPosiye;ll and it colours 0 our perception 0 non
h"uman and inanimate phenomena. It would lead too far to consider here 
the important contributions made to the knowledge of these phenomena 
by ethology, particularly by the studies of birds by O. Heinroth, K. Z. 
Lorenz, and N. Tinbergen,ll though their descriptions of the 'infective' 
character of certain types of movement and of the 'innate releasing 
mechanism' as a 'perceptual function' are highly relevant. We shall on 
the whole have to confine ourselves to the problems in man with an 
occasional look at other higher animals. 

3. Imitation and Idmtifoation 

The main difficulty which has to be overcome in accounting for these 
phenomena is most clearly seen in connection with the phenomenon of 

8 E. Sapir (52, p. S 56): 'In spite of these difiic:ulties of conscious analyais, we respond to 
gestures with an extreme alertness and, one might almost say, in accordance with an 
elaborate and secret code that ia written nowhere, known by none, and underatood by all.' 
Compare also Goethe', expression 'Bin jeder lebt's, nicht allen iat's bekannt'. 

• Wolfgang K6hier (z7, p. 507) reports that the chlmpanzee 'at once correctly interprets 
the slightest chzoges of human expression, whether menacing or friendly'; and H. Hediger 
(J8, p. 2Hz) writes: 'Im Ticrreic:h. namentlich bei d~ Sliugeticren, besteht.eine weitver
breitete und ubcrraschend hohe Fiihigkeit, menschliche Ausdruckscrschemungen ganz 
aI.Igemein aufs feinste zu interpretieten.' R. E. Miller and his collaborators ('7. p. J S 8) have 
shown 'that the effect of fear and/or anxiety can be perceived or discrirninzted by rhesus 
monkeys in the facial expresaion and posture of other monkcys'. For an illustration of the 
reverse relation, man recognizing the actions of apes as meaningful, see the description of 
observations of c:himpznzees in the wild in A. Kortlandt (,0). 

10 See H. Wemer (6, and 64). F. Heider (J9), and now J. Clutch (6) where, after com
pleting this paper, I found much support for its argument. 

11 See, particularly, F. G. From (9) and E. Rubin (50). as well as G. W. Allport(z, p. 5Z0), 
who sums up by saying that 'the key to person perception lies in our attention to what the 

other ia !ffi'f 10 do'. 
""tI SCC1O; (H and 34), and (58) respectively. 
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imitation. The attention paid to this by psychologists has fluctUated 
greatly and after a period of neglect it seems a.gain to have become 
respectable.13 The aspect which concerns us here probably has not again 
been stated more clearly since it was first pointed out at the end of the 
eighteenth century by Dugald Stewart.14 It concerns a difficulty which is 
commonly overlooked because imitation is most frequently discussed 
in connection with speech where it is at least plausible to assume that the 
sounds emitted by an individual are perceived by him as similar to tho~ 
produced by another. 

The position is very different, however, in the case of gestures, 
postures, gai~ and other movements and particularly in that of facial 
expressions, where the movements of one's own body are perceived ln a 
manner altogether different from that in whic!!h~~_~'?~r~p~E4!!lE. 
movements of another ~s()~. ar~ perceived. Whatever in this respect' 
may be the capacities of the newborn infant,15 there can be no doubt that 
not only do human beings soon learn to recognize and to imitate com
plex movement patterns, but also that the various forms of 'infection' 
which occur in all forms of group life presuppose some such identi
fication of the observed movements of another with one's own move
ments. la Whether it is the bird which is induced to fly (or preen, scratch, 
shake itself, etc.) by the sight of other birds doing so, or man induced to 
yawn or stretch by seeing others doing the same, or the more deliberate 
imitation practised in mimicry or learning a skill, what happens in all 
these instances is that an observed movement is directly translated into 
the corresponding action, often without the observing and imitating 
individual being aware of the elements of which the action consists or 
(in the case of man) being able to state what he observes and doeS.17 

13 For a survey see N. E. Miller and J. DoUard (36, especially appendix z), and cf. also 
H. F. Harlow (J4, p. 44'), K. Kolfka (z8, pp. 307-J9), and G. W. AUport (2, Chapter 1). 

14, Dugald Stewart (56, chapter on 'Sympathetic Imitation') . 
11 For the latest experimental results and the earlier literature on the smiling response of 

infants, seeR. Ahrens(I), K. Goldstein(JJ), H. Plessncr(44), andF. J. J. Buytendijk(sa). 
11 a. Dugald Stewart (56, p. J39): 'To bestow upon [this theory of imitation] even the 

shadow of plausibility, it must be supposed further, that the infant has the aid of a mirror, 
to enable it to know the existence of its own smile, and what sort of appearance these smiles 
exhibit to the eye ••• this throws no light whatever on the present difficulty till it is further 
explained by what proc:csa the child learns to it/mlify what it feels, or is conscious of, in its 
own countenance, with what it sees on the countenance of others.' (Italics added and 
original italics omitted.) 

11 a. P. Schilder (H, p. Z44): 'real imitation actions .•. are due to the fact that the 
visual presentation of the movement of another is apt to evoke the representation of a 
similar movement of one's own body, which, like all motor representations. tends to 
realize itself immediately in movements. Many of the imitation movements of children are 
of this class.' The extensive experimental work done on this phenomenon in recent times 
with the help of elaborate apparatus, photography, etc., has not taught us much more 
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~ ~p'~ci~~o~~~ ~~~~_on~~~,gait, p~~ture~,or ~rimaces certainly 
does nQ.ulepe.g.({ Q%).oyr cap~gtyto describe these 1Ow()rds. We are 
frequendy unable to do the latter, not merely because we lack the 
appropriate words but because we are unaware both ~f the ~lements of 
which these patterns are made up and of the manner 10 which they are 
related. We may well have a name for the whole,ls or sometimes use 
comparisons with movements of animals ('creeping', 'ferocious') and the 
like, or describe conduct as expressive of an attribute of character such as 
'furtive', 'timid', 'determined', or 'proud'. In one sense we thus know 
what we observe, but in another sense we do not know what it is that we 
thus observe. 

Imitation is of course only one particularly obvious instance of the 
many in which w~co~!he ~ons 2f~~s as. ~-&-2f a kn~~~ , 
kind, of a kind, hO}!~Y~ ..... w.big,. _,?!e are a:bJ~ to d~s~~ o!!!y ~y_~.t!lt~g 
the 'meaning' which these actions have tQ_~31ld not by pointing out the 
elements from which we recognize this meaning. Whenever we conclude 
that an individual is in a certain mood, or acts deliberately or purposively 
or dfordessly, seems to expect19 something or to threaten or comfort 
another, etc., we generally do not know, and wou.IA- not h!:.able_to~
plain, how we know this. Yet we gc;!l_eiijly~~ su~ssM1y ()n the basiS 
of such 'understandiii.-i.. of the conduct of ~t:h~. 

"All these instances raise a proolem of'Identification', not in the special 
psycho-analytical but in the ordinary sense of the ter~, ~e sens~ in 
which some movement (or posture, etc.) of our own which IS perceived 
through one sense is recognized as being of the same kind as the move
ments of other people which we perceive through another sense. Before 
imitation is possible, identification must be achieved, i.e., the corre
spondence established between movement patterns which are perceived 
through different sense modalities. 

4. The Transfer of Learnt Rllles 

The recognition of a corres.eondeJ:l~ __ ~~~ patterns made up of 
different sensory eJemeots (lYhethei~Q1)g.!ng ~() ~e~ame or to, diffe~~nt -than Adam Smith knew when he wrote ('Theory of Moral Sentiments', in Bt/~/, London, 
I869, p. 10) that 'the mob, when they are gazing at a dancer at the slack rope, naturally writhe 
and twist and balance their own bodies, as they see him do, and as they feel that they them
selves must do if in his aituation'. 

18 G. Kietz (24, p. I) lists '9 verbs and 67 adjectives which are used in the region of 
Lei . to describe distinguishable kinds of gait. 

187ven the author of A Glotlary of S_ T_I IIIfIl ill IIN ObjNIiN Stimu of Btbtmow 
(61, S.V. 'expect') finds himself forced to say that 'If one does not "intuitively know" what 
IX,"I means, one is lost'. 

Rllles, pIf'&eption and Intelligibility 

~s~ JI?~dalities) presupposes a mechanism of sensory pattern transfer, 
that is, a mechanism for the transfer of the capacity to discern an abstract 
orper or arrangelll~_ll!.fr~,-!! one~~dto_l1!l.9ther~ That such a capacity 
should exist seems not implausible as a similar transfer of learning in the 
motor sphere is a well-established fact: skills learnt with one hand are 
readily transferred to the other, etc.ao It has recendy also been demon
strated that, for example, monkeys trained to respond to differences in 
simple rhythms of light signals (opening a door on two signals of equal 
duration and not opening it on two signals of unequal duration) at once 
transferred this response to the corresponding rhythms of sound 
signals.11 In the field of perception many of the Gestalt phenomena, such 
as the transposition of a melody, also imply the operation of the same 
principle. The prevalent views on the nature of perception, however, do 
not supply us with an adequate account of how such a transfer is brought 
about. III 

Such a mechanism is not difficult to conceive. The main point to keep 
in mind is that in order that any two different sensory elements ('ele_ 
mentary sense qualities' or more complex percepts) should be capable of 
taking the same place in a pattern of a certain kind, they must have 
certain attributes in common. Unless both can vary along some such 
scale as large: small. strong: weak, of long duration: of short duration, 
etc., they cannot serve in the same place as constituents of similar 
patterns. The most important of these common properties of different 
kinds of sensations which enables them to take the same place in a 
pattern of a certain kind is their common space-time framework: while 
visual, tactile, kinesthetic, and auditory sensations may have the same 
rhythm, and the first three of them also form the same spatial patterns, 
this is not possible for sensations of smell and taste. 13 

10 A convenient survey of the facts is given by R. S. Woodworth and H. Schlossberg (67. 
Chapter 24). where also instances of the tr.InIfer of 'perceptual skills' are given. See also 
K. S. Lasbley (3 I), a paper full of significant suggestions on our problem. 

111 L. C. Stepien and others (H, pp. 472-3). 
n In modern discuasions of these problems resort is genem1ly bad to the somewhat 

vague conception of the 'schema'. For recent discussions of this, see R. C. Oldiield and 
O. L. Zangwill(42), R. C. Oldiield(4I). andM. D. Vemon(60). We sball not use it here as a 
technical term because by its various uses it has acquired a penumbra of undesi~le 
connotations. 

18 It is becoming increasingly clear that even the perception of spatial patterns, which we 
are inclined to ascribe to the simultaneous occurrence of the sensory elements from which 
the pattema are made up, rests largely on a process of visual or tactual scanning and on the 
perception of 'gmdients', i.e., on the particular sequence of stimuli being recognized as 
following a rule. Hence, as K. S. Lashley has pointed out (31, p. 128), 'spatial and temporal 
order thus appear to be almost completely interchangeable in cerebral action'. It would 
seem as if the task of the theory of perception were increasingly becoming the discovery of 
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These common attributes that the separate sensations must possess in 
order to be capable of forming the same abstract patterns must evidently 
have some distinct neural correlates (impulses in particular groups of 
neurons which represent them), because only thus can they i? so~e 
respect have the same effect on our mental processes and actions: if 
different sensations lead us to describe them as 'large' or 'intense' or 
'long', the impulses corresponding to them must at some stage of the 
hierarchical order of evaluation (classification)U reach the same path
ways. Once, however, we recognize that in order to possess similar 
attributes the sensations caused by different nerve impulses must have 
some identical elements among the 'following'· which determines th~r 
quality, the problem of the transfer of a pattern that has been learnt ID 

one sensory field to another presents no serious difficulty. 
If a certain order or sequence of sensory elements possessing given 

attributes has acquired a distinctive significance, this significance will be 
determined by the classification as equivalent of the neural events stand
ing for those attributes and it will thus automatically apply to them also 
when they are evoked by other sensations than those in connection with 
which the pattern has been learnt in the first instance. Or, to put this 
differently, sensations which have common attributes will be capable of 
forming elements of the same pattern and this pattern will be recognized 
as one of the same kind even if it has never been experienced before in 
connection with the particular elements, because the otherwise quali
tatively different sensations will have among the impulses determining 
their quality some which uniquely determine the abstract attribute in 
question; and whenever the capacity of recognb:ing an abstra:t ~e 
which the arrangement of these attributes follows has been acqUIred ln 
one field the same master mould will apply when the signs for those 
abstract ~ttributes are evoked by altogether different elements. It is the 
classification of the structure of relationships between these abs~ct 
attributes which constitutes the recognition of the patterns as the same 
or different. 

M For a systematic exposition of the theory underlying tbia statement see F. A. Hayek 

(16). 
16 See (16, para. 3-34). 

the rules acc:ording to which various constellations of physical data are uanslated into 
perc:eptual categories 10 that • great variety of seta of physical facta are interpreted as ~e 
same phenomena! situation. This development traces backtoH. vonHelmholtz's conception 
of the 'unconscious infen:nce' (21), has been developed particulatly by J. C. Gibaon (10), 
and has recently produc:ed the most remarbble results in Ivo Kohler's demonstration (Z9) 
of the 'genem1 m1es' by which the visual system leams to correct ~ingly complex and 
variable distortions produc:ed by prismatic spectacles when the eye or the head moves. 

[ so] 
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s. Behaviour Patterns and Perception Patterns 

In the course of its clevelopment26 any organism will acquire a large 
repertoire of such perceptual patterns to which it can specifically 
respond, and among this repertoire of patterns some of the earliest and 
most firmly embedded will be those due to the proprioceptive (kines
thetic) recording of movement patterns of its own body, movement 
patterns which in many instances will be guided by innate orgaruzatitJn 
and probably be directed sub-cortically, yet reported to and recorded at 
higher levels. The term 'movement pattern' in this connection hardly 
suggests the complexity or variety of the attributes of the movements 
involved. Not only does it include relative movements of rigid bodies 
and various bending or elastic movements of flexible bodies, but also 
continuous and discontinuous, rhythmic and a-rhythmic changes of 
speed, etc. The opening and closing of jaws or beaks or the characteristic 
movements of limbs are relatively simple instances of such patterns. 
They can generally be analysed into several separate movements which 
together produce the pattern in question. 

The young animal for which every day begins with the sight of his 
elders and siblings yawning and stretching, grooming and defecating, 
scanning the environment, and so on, and who soon learns to recognize 
these basic schemata as the same as its own innate movement patterns 
connected with certain moods (or dispositions, or sets), will tend to place 
into these perceptual categories everything which approximately fits 
them. These patterns will provide the master moulds (templates, 
schemata, or Schablonen) in terms of which will be perceived many other 
complex phenomena in addition to those from which the patterns are 
derived. What at first may have originated with an innate and fairly 
specific movement pattern may thus become a learnt and abstract mould 
for classifying perceived events. ('Oassifying' stands here, of course, for 
a process of channelling, or switching, or 'gating', of the nervous im
pulses so as to produce a particular disposition or set.)'" The effect of 
perceiving that events occur according to a rule will thus be that another 
rule is imposed upon the further course of the processes in the nervous 
system. 

The phenomenal (sensory, subjective, or behavioural)18 world in 
which such an organism lives will therefore be built up largely of move-

16 The expression 'development' is used to include not only ontogenetic but also 
phy10genctic proceases. 

17 See (IS, Chapter ill). 
16 In contrast to objective, physical, scientUic, etc. See (16, para. 1.10). 
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ment patterns characteristic of its own kind (species or wider group). 
These will be among the most important categories in terms of which it 
perceives the world and particularly most forms of life. Our tendency to 
personify (to interpret in anthropomorphic or animistic terms) the 
events we observe is probably the result of such an application of 
schemata which our own bodily movements provide. It is they which 
make, though not yet intelligible, at least perceivable (comprehensible or 
meaningful) complexes of even~ which without such perceptual 
schemata would have no coherence or character as wholes. 

It is not surprising that the explicit evoking of these anthropomorphic 
interpretations should have become one of the main tools of artistic 
expression by which the poet or painter can conjure up the character of 
our experiences in an especially vivid manner. Expressions such as that a 
thundercloud leans threateningly over us, or that a landscape is peaceful 
or smjJjng or sombre or wild, are more than merely metaphors. They 
desaibe true attributes of our experiences in the terms in which they 
occur. This does not mean that these attributes belong to the objective 
events in any other sense than that we intuitively asaibe them to those 
events. But they are nevertheless part of the environment as we know it 
and as it determines our conduct. And, as we shall see, if our perceptions 
in those instances do not in fact help us to understand nature, the fact 
that sometimes those patterns we read (or project) into nature are all that 
we know and all that determines our action makes it an essential datum 
in our efforts to explain the results of human interaction. 

The conce tion that we often rceive patterns withoutbeing_a~e 
of (or even wi out_~ceiV1ng at_ .. ~ _~_~ __ ~~~ _0 wiiIcli-tiley ar~ 
made uE ~~~,~thth.:e_~~p!yJngraitte~ ~e!~t all~~g~ti.on~of 
'abstract' fQ....mJ! is 'deri'ye~~J_r9m. our P!i9!J.~~~~p~on C?f th~ 'concrete': 
the assumption that we must~~~~~~ in all their richness 
and detail beforewe learn to abstract from them those features which 
the..l have in co~Qn with_~t!t~ eXpenen('.eS .. But, although there exists 
some Clinical evidence that the abstract is often dependent on the 
functioning of higher nervous centres and that the capacity to form 
abstract conceptions may be lost while more concrete images are still 
retained, this is clearly not always so". Nor would it prove that the 
concrete is chronologically prior. It is at least highly probable that we 
often perceive only highly abstract features, that is, an order of stimuli 
which individually are not perceived at all or at least are not identified.-

.. Cf. Roger W. Brown (3, pp. %64-98), and (16, paras. 6.,,-6.43). 
10 Cf. J. Cluuch (6, p. Ill): 'It is perfectly possible to sce something well enough to 

ICQSC that it is something dangerous or something attractive but not well enough to know 
what it is.' 
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6. Spedftable and Non-spedftable Patterns 

The fact that we sometimes perceive patterns which we are unable to 
specify has often been noticed, but it has scarcely yet been given its 
proper place in our general conception of our relations to the outside 
world. It will therefore be useful to contrast it explicitly with the two 
more familiar ways in which patterns play a role in the interpretati0i-of 
our surroundings. The instance which is familiar to everybody is that of 
the sensory perception of patterns, such as geometrical figures, which we 
can also explicitly describe. That the ability intuitively to perceive and 
the ability discursively to describe a pattern are not the same thing, 
however, has become evident in the course of the advance of science, 
which has increasingly led to the interpretation of nature in terms of 
patterns which can be constructed by our intellect but not intuitively 
pictured (such as patterns in multidimensional space). Mathematics and 
logic are largely occupied with the making of new patterns which our 
perception does not show us but which later mayor may not be found to 
describe relations between observable elements. 31 

In the third case, the one which interests us here, the relation is the 
reverse: our senses recognize (or better: 'project', or 'read into' the 
world) patterns which we are in fact not able discursively to describe31 
and perhaps may never be able to specify. That there exist instances 
where we do recogn.i2e such patterns intuitively long before we can 
describe them the instance of language alone sufficiently demonstrates. 
But once the existence of some such cases is demonstrated, we must be 
prepared to discover that they are more numerous and significant than 
we are immediately aware of. Whether in all such instances we shall, even 
in principle, be able explicitly to describe the structures which our senses 
spontaneously treat as instances of the same pattern we shall have to 
consider at the end of this paper. 

The fact that we recognize patterns which we cannot specify does not, 
of course, mean that such perceptions can legitimately serve as elements 
of scientific explanation (though they may provide the 'intuitions' which 
usually precede the conceptual formulation).33 But, though such per-

31 Cf. F. A. Hayek (17), now reprinted as the second essay in the present volume. 
12 Compare Gocthc's remark that 'DaB Wort bcmilht aich nur umsonst Gestalten 

schopfcrisch autZubauen'. Sce also E. H. Gombrich (12, pp. 103-5 and 3~7-13) and 
particularly his observation (p. 307) that 'it almost looks as if the eye knew of meanings of 
which the mind knoWl nothing' • 

aa It is a different matter that in medical and other diagnoses 'physiognomy perception' 
plays a very important role u a guide to practice. Even here, howevCI, it cannot directly 
entCI theory. On its role cf. M. Polanyi (45a). Sce on these problems also H. KlilvCI (25, 
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ceptions do not provide a scientific explanation, they not only raise a 
problem for explanation; we must also take into account in explaining 
the effects of men's actions that they are guided by such perceptions. We 
shall have to return to this problem later. At this stage it should merely 
be pointed out that it is entirely consistent, on the one hand, to deny that 
'wholes' which are intuitively perceived by the scientist may legitimately 
figure in his explanations and, on the other, to insist that the perception 
of such wholes by the persons whose interactions are the object of 
investigation must form a datum for scientific analysis. We shall find that 
perceptions of this sort, which the radical behaviourists wish to dis
regard because the corresponding stimuli cannot be defined in 'physical 
terms', are among the chief data on which our explanations of the 
relations between men must be built. S4 

10 a certain sense it is generally true that the requirement thatJhe 
terms in which an explanation runs must be ~L~ci6ab~~pp!!~_s only 
t~ the theory (the general formula or the abstract pattern) and not to the 
~CULii data which must be inserted in place of the blanks to make. It 
ap.e.,licable to particular instances. So f~ as the re~gnition of ~e 
partiCUIar conditions 15 concemJ to which a theoretical statement IS 
applicable, we always have to rely on interpersonal agreement, whether 
the conditions are defined in terms of sensory qualities such as 'green' or 
'bitter', or in terms of point coincidences, as is the case where we 
measure. 10 these familiar instances this raises in general no difliculty, 
not only because agreement between different observers is very high, 
but also because we know how to create the conditions in which different 
persons will experience the same perceptions. The physical circum
stances which produce these sensations can be deliberately manipulated 
and generally assigned to defined space-time regions which are for the 
observer 'filled' with the sensory quality in question. We will also find in 
general that what appears as alike to different people will also have the 

K It is difficult to say how far such perceptions of non-spcci6able patterns fit the usual 
conception of 'sense data', 'data of observation', 'perceptual data', 'empirical ultimates', or 
'objective facts', and perhaps even whether we can still speak of perc:eption by the senses or 
should rather speak of perc:eption by the mind. It..J!9Uld KW as if the who1!;-p~on 
we are ~ could not be fitted into the scnsualist philosop~ from which those 
~omve:lt ~not!:rias is ~lred in those ~ an wCr!Cbence 
we must 8IiO tiC in.aoa to J;;;;ii;e:ugli we may hive. name for -un-
.pc;afi8bIC peteeptions which our fellows understand. we should have no way of explaining 
what they are to • person who does not aheady in some sense perceive the same complexea 
of eventl of which we cannot further explain what they have in common. 

pp. 7-9) and K. Z. Lorenz (34. p. 176) who suggests that 'no important scientific fact has 
ever been "proved" that has not previously been simply and immediately seen by intuitive 
GuI4lI perception'. 
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same effects on other objects; and we regard it as a rather surprising 
exception if what appears as alike to us acts differently on other objects, 
or if what appears different to us acts alike on other objects. 36 Yet we can 
experiment with the stimuli to which such perceptions are due, and 
though in the last resort the applicability of our theoretical model also 
rests on agreement on sense perceptions, we can push these, as it were, 
as far back as we wish. 

The situation is different where we cannot specify the structures 0' 
elements which people in fact treat as the same pattern and call by the 
same name. Though in one sense people know in those instances what 
they perceive, in another they do not know what it is that they thus 
perceive. While all observers may in fact agree that a person is happy, or 
acts deliberately or clumsily, or expects something, etc., they cannot for 
persons who do not know what these terms mean provide what is some
times misleadingly called an 'ostensive' definition because they cannot 
point to those parts of the observed environment from which they 
recognize those attributes. 

The intelligibility of communications intended to be understood (or 
the comprehension of their meaning) on the basis of the perception of 
the rules which they follow is merely the most conspicuous instance of a 
phenomenon of much wider occurrence. What we perceive in watching 
other people (and in some measure also in watching other living things) 86 

is not so much particular movements but a purpose or mood or attitude 
(disposition or set) which we recognize from we do not know what. It is 
from such perceptions that we derive most of the information which 
makes the conduct of others intelligible to us. What we recognize as 
p~ve conduct is conduct following a rule with_'\\Thi~ W~ .~ 
~ua1Oted but whiCh we need not explicitly know. Similarly, that an 
approach of another person is frienafy- or hostui,· that he is playing a 
game or willing to sell us some commodity or intends to make love, we 
recognize without knowing what we recogtltte it from. In general..L~;: 
d~ not know in t\los~ insWl~~~~psychol()gists call the 'clues' (~r 
'cu!:.S'l~<?lll ;~hi~ 1ll~ !.~~_~~!!?~e_f!1}~ .. ~e _~ignifiCantas~~ 
of ~ SItuation; and 10 most IOstances there Will 10 fact be no specific 
clues in the sense of single events but merely a pattern of a certain kind 
which has a meaning to them. 

a6 See (16, paras. 1.6-I.ZI) and (IS. pp. 18-Z4) 
ae If the vitaliata find causal explanations of the phenomena of life so unsatisfactory. it is 

probably because such explanations do not fully account for those features by which we 
unitively rccogni%e something as living. 
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7. Th, Mllltipk Chain of RllUs 

We have called the phenomena we are discussing 'rule perception' 

(though 'regularity perception' would perhaps be more appropriate).37 

That expression has the advantage over such terms as 'pattern perception' 

and the like in that it more strongly suggests that such perceptions may 

be of any degree of generality or abstractness, that it clearly includes 

temporal as well as spatial orders, and that it is compatible with the fact 

that the rules to which it refers interact in a complex structure. It is also 

helpful in bringing out the connection between the rules governing 

perception and the rules governing action.88 

No attempt will be made here to define 'rule'. It should be noted, 

however, that in describing the rules on which a system acts, at least 

some of these rules will have to be given the form of imperatives or 

norms, i.e., the form 'if A, then do B', though once a framework of such 

imperatives has been established, within it indicative rules such as 'if A, 

then B' may be used to determine the premisses of the imperative rules. 

But while all the indicative rules could be restated as imperative rules 

(namely in the form 'if A, then do as ifB'), the reverse is not true. 

The unconscious rules which govern our action are oft~!~p~~~ted 

as 'customs' or 'habits'. These terms are somewhat misleading, however, 

~use they are usually understood to refer to very specific or particular 

actions. But the rules of which we are speaking generally control or 

circumscribe only certain aspects of concrete actions by providing a 

general schema which is then adapted to the particular circumstances. 

Theywill often merely determine or limit the range of possibilities wimit;J 

which the choice is made conscio~' ~I e1jminaq~~~ds. 9.f 

action altogether and provicUlig~..n&in. m.qtinc ways o(.acbicv.iog_Ule 

*ct, they merely restrict the alte~~!.e.IS~~~_~~~.a ~nscio\1s cho~ce 
is reqi1iied .. TIie moiir rUles, forexample, which have become part of a 

man's natUre will mean that certain conceivable choices will not appear 

at all among the possibilities between which he chooses. Thus even 

decisions which have been carefully considered will in part be deter

mined by rules of which the acting person is not aware. Like scientific 

.., Cf. O. G. Scl&idge (S4. p. 34S): 'A pattcm is equivalent to a set of rules for recognizing 

it,' Itld (p. 546): 'By pattern recognition is meant classifying patterns into learnt categories.' 

.. The crucial aignificaocc of the concept of rule in this connection was broUght home to 

me by reading T. S. S2'.aI2: ($1) and R. S. Peters (43). which helped me to bring together 

vuioua strands of thought starting from cllif'erent origins. . 

.. Cf. G. Humpbrey (u, esp. p. %H) who distinguishes with respect to habits between 

the fixed strategy and the variable tactics. 
[ ,6 ] 
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laws,40 the rules which guide an individual's action are better seen as 

determining what he will not do rather than what he will do. 

The relations between rules of perception and rules of action are com

plex. So far as the perception of actions of other individuals is concerned, 

we have seen that in the first instance the perceiving individual's own 

action patterns provide the master moulds by which the action patterns 

of other individuals are recognized. But recognizing an action pattern as 

one of a class determines merely that it has the same meaning as others cl' 
the same class, but not yet what that meaning is. The latter rests on the 

further pattern of action, or set of rules, which in response to the 

recognition of a pattern as one of a certain kind the organism imposes 

upon its own further activities. U Every perception of a rule in the 

external events as well as every single perceived event, or any need 

arising out of the internal processes of the organism, thus adds to or 

modifies the set of rules governing the further responses to new stimuli. 

It is the total of such activated rules (or conditions imposed upon further 

action) which constitutes what is called the 'set' (disposition) of the 

organism at any particular moment, and the significance of newly 

received signals consists in the manner in which they modify this 

complex of rules. Cl 

The complexity of the arrangement in which these rules may be super

imposed and interrelated is difficult briefly to indicate. We must assume 

~t there exists not only on the perceptual side a hierarchy of super

unposed classes of classes, etc., but that similarly also on the motor side 

not merely dispositions to act according to a rule but dispositions to 

change dispositions and so on will operate chains which may be of 

considerable length. Indeed, in view of the inter-connections between 

the sensory and the motor elements on all levels, it becomes impossible 

clearly to distinguish between an ascending (sensory) and descending 

(motor) branch of the process; we should conceive of the whole rather 

'0 Cf. K. R. Popper (46). 

4J. I presume that it is this circular connection between action patterns and perception 

pattema which V. von Weizsicker had in mind in speaking of the Gutaltler," (65). In this 

connection it should be mentioned that, apart &om the GuItllJ theorists those who have 

given most attention to the phenomena discussed here were mainly stud~ts influenced by 

ph~m~ol~ or existentialist con'7Ptions, though I find myself unable to accept their 

philosophicaimterpretations. See pamcularly F. J. J. Buytendijk (S), M. Merleau-Ponty 

(3S). and H. Plessner(44). Cf. also (15, paras. 4.4S-4.63 and S.63-5.15). 

4.1 ~t the arrival o~ additional modifiers of an action that may already be sufficiendy 

d~~ by other arcumstsnces does not lead to over-determination presupposes an 

organiZation more complex than that represented, for example, by a system of simultaneous 

equations, something in which a 'normal' (generaJ. purpose or routine) instruction can be 

superacded by another containing more specific information. 
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as one continuous stream in which the connection between any group of 
stimuli and any group of responses is effected by many arcs of different 
length, with the longer ones not only controlling the results of the 
shorter ones but in turn being controlled by the ongoing processes in the 
higher centres through which they pass. The first step in the successive 
classification of the stimuli must thus be seen as at the same time the first 
step in a successive imposition of rules on action, and the final speci
fication of a particular action as the last step of many chains of successive 
classifications of stimuli according to the rules to which their arrange
ment corresponds.a 

It would seem to follow from this that the meaning (connotation, 
intension) of a symbol or concept will normally be a rule imposed on 
further mental processes which itself need not be conscious or specifiable. 
This would imply that such a concept need not be accompanied by an 
image or have an eXternal 'referent': it merely puts into operation a rule 
which the organism possesses. This rule imposed upon the further 
processes should, of course, not be confused with the rule by which the 
symbol or action having the meaning is recognized. Nor must we expect 
to find any simple correspondence between the structure of any system of 
symbols and the structure of meaning: what we have to deal with is a set 
of relations between two systems of rules. A great part of the current 
philosophies of 'symbolism' seem in this respect to be barking up the 
wrong tree--not to speak of the paradox of a 'theory of communication' 
which believes that it can account for communication while disregarding 
meanjng or the process of understanding. 

8. rv(;)a~ "rou 0IlO(oU "rij) 0llo(Cfl 

We have yet to consider more closely the role which the perception of 
the meaning of other people's action must play in the scientific ex
planation of the interaction of men. The problem which arises here is 
known in the discussion of the methodology of the social sciences as that 
of Vers/ebm (understanding). We have seen that this understanding of 
the meaning of actions is of the same kind as the understanding of 
communications (i.e., of action intended to be understood). It includes 
what the eighteenth-century authors described as sympathy and what 
has more recendy been discussed under the heading of 'empathy' 
(EinfiihlNng). Since we shall be concerned chiefly with the use of these 
perceptions as data for the theoretical social sciences, we shall con
centrate on what is sometimes called rational understanding (or rational 

a a. (16, paras. 4.4'-4-6, and ,.63-S'7')' 
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reconstruction), that is, on the instances where we recognize that the 
persons in whose actions we are interested base their decisions on the 
meaning of what they perceive. The theoretical social sciences do not 
treat all of a person's actions as an unspecifiable and unexplainable 
whole but, in their efforts to account for the unintended consequences of 
individual actions, endeavour to reconstruct the individual's reasoning 
from the data which to him are provided by the recognition of the actions 
of others as meaningful wholes. We shall indicate this 1imitatio~y 
speaking of intelligibility and of comprehending the meaning of human action 
rather than of understanding.« 

The chief question we shall have to consider is that of what, and how 
much, we must have in common with other people in order to find their 
actions intelligible or meaningful. We have seen that our capacity to 
recognize action as following rules and having meaning rests on our
selves already being equipped with these rules. This 'knowledge by 
acquaintance' presupposes therefore that some of the rules in terms of 
which we perceive and act are the same as those by which the conduct of 
those whose actions we interpret is guided. 

The contention that intelligibility of human action presupposes a 
certain likeness between actor and the interpreter of his actions has led to 
the misunderstanding that this means that, for example, 'only a war-like 
historian can tackle a Genghis Khan or a Hitler'. &5 This, of course, is not 
implied in the contention. We need not be wholly alike or even have a 
similar character with those whose communications or other actions we 
find intelligible, but we must be made up of the same ingredients, 
however different the mixture may be in the particular instances. The 
requirement of likeness is of the same kind as in the case of understanding 
language, although in the latter case the specificity of languages to parti
cular cultures adds an extra requirement which is not needed for the 
interpretation of the meaning of many other actions. One need clearly 
not be frequently or even ever violently angry to be familiar with the 
rage pattern or to recognize and interpret a choleric temper.46 Nor need 

"See L. TOn Mises (38 and 39), who distinguishes between Begrrifm and V mllbm, 
though I prefer to render his Begnifm by 'comprehension' rather than by his own English 
term 'conccpdon'. To the first of his works cited I owe also the quotation from Empe
~es used as the heading o.f this section, which is derived from Aristotle, M,'aphytiu, 
1l.4. I OOOb,. A c:areful analysis of the whole problem of Vlrsl,bm which deserves to be 
better known will be found in H. Gompc:rz (13). 

406 }. W. N. Watkins (6~, p. 740). 
" a. R. Redfidd (47): 'The anthropologist demonstrates the existence of human nature 

whenever he finds out what an exotic people are thinking and feeling. He can do this only 
by IIUpp08ing that they have in common with him certain acquired propensities of attitude; 
these are human nature. To be able to find out what it is that a Zuni Indian is ashamed of. 
one must first know what it is to be ashamed.' ' 
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one be at all like Hider to understand his reasoning in a way one cannot 

understand the mental processes of an imbecile. Nor does one have to 

like the same things as another to know what 'liking' means. '7 In

telligibility is certainly a matter of degree and it is a commonplace that 

people who are more alike also understand each other better. Yet this 

does not alter the fact that even in the limiting case of the restricted 

understanding which occurs between men and higher aoimals, and still 

more in the understanding between men of different cultural back

grounds or character, intelligibility of communications and other acts 

rests on a partial similarity of mental structure. 

It is true that there is no systematic procedure by which we are able to 

decide in a particular instance whether our comprehension of the 

meaning of the action of others is correct, and also that for this reason 

we can never be certain of this sort of fact. But of this those who guide 

their action by physiogoomic perceptions are generally also aware, and 

the degree of confidence they attach to their knowledge of the meaning 

of another man's action is as much a datum by which they orient them

selves as the meaning itself, and must therefore in the same manner enter 

our scientific account of the effects of the interactions of many men. 

9. Sgpra-consdollS R.tI/,s and the Explanlltion of Mind 

So far our argumeothas rested solely on the uncontestable assumption 

that we are not in fact able to specify all the rules which govern our per

ceptions and actions. We still have to consider the question whether it is 

conceivable that we should ever be in a position discursively to describe 

all (or at least anyone we like) of these rules, or whether mental activity 

must always be guided by some rules which we are in principle not able 

to specify. 
If it should turn out that it is basically impo~_~ib~e to state or com

Il!unicate all the rules which B.?YetO our acti<>.ns~_~a.1!<Jing our com

munications and explicit statements, this would imply an ioheren~ 

!ijiiitatlon ot Q1!!.-P-Q~illlle~liQt]iilo.ile.d~_aD.c:l~ -in ~~, ~~. 

~possibi1ity of ever fully explain.i..tlK.a Olin.d of tllecomplexity of ou_r 

C?Eo Yet, though I am not able to supply a strict proof, this seems to 

me indeed to follow from the preceding considerations. 

If everything we can express (state, communicate) is intelligible to 

others only because their mental structure is governed by the same rules 

4.7 a. H. Klilver (:&6, p. :&86): 'It should be realized that "emotioaal" or "affective" 

qualities may become visible as "physiognomic" properties without emotional states or 

events occurring in the observer or the observed object. We may sce, for instance, "sad

ness" or "aggressiveness" in a face without being emotionally af£cctcd.' 
[60 ] 
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as ours, it would seem that these rules themselves can never be com

municated. This seems to imply that in one sense we always know not 

only more than we can deliberately state but also more than we can be 

aware of or deliberately test; and that much that we successfully do 

depends on presuppositions which are outside the range of what we can 

either state or reflect upon. This application to all conscious thought of 

what seems obviously true of verbal statements seems to follow from the 

fact that such thought must, if we are not to be led into an infinit! 

regress, be assumed to be directed by rules which in turn cannot be 

conscious-by a supra-conscious'8 mechanism which operates upon the 

contents of consciousness but which cannot itself be conscious." 

The main difficulty of admitting the existence of such supra-conscious 

processes is probably our habit of regarding conscious thought and 

explicit statements as in some sense the highest level of mental functions. 

While we are clearly often not aware of mental processes because they 

have not yet risen to the level of consciousness but proceed on what are 

(both physiologically and psychologically) lower levels, there is no 

reason why the conscious level should be the highest level, and there are 

many grounds which make it probable that, in order to be conscious, 

processes must be guided by a supra-conscious order which cannot be 

the object of its own representations. Mental events may thus be un

conscious and uncommunicable because they proceed on too high a 

level as well as because they proceed on too Iowa level. 

To put this differendy: if 'to have meaning' is to have a place in an 

order which we share with other people, this order itself cannot have. 

meaning because it cannot have a place in itself. A point may have a 

distinct place in a network of lines which differentiates it from all other 

points in that network; and, similarly, a complex structure of relation

ships may be distinguished from all other similar structures by a place in a 

more comprehensive structure which gives each element of the first 

structure and its relations a distinct 'place'. But the distinguishing 

.. Or better, perhaps, 'meta-cooscious', since the problem is essentlally the same as those 

which have given rise to mcta-mathcmatics, mcta-languagcs, and mcta-lcgal rules. 

.. Twenty yeus ago I suggested (IS, p. 48) that it would seem that any mccbanism of 

clasaification would always have to possess a dcgrcc of complexity greater than anyone of 

the differen~ objcct8 it classUics, and if this is correct it would follow that it is impossible 

~t o~ ~ ~d ~er.be ab~e!<> p~cc a complete explanation of the particular ways 

In which It classifies stimuli (as disttngu1Shed from a mere explanation of the principle); and 

ten ycan later I attempted to state the argument more fully (16, paras. 8.66-8.68). It now 

secma to me as if this would follow from what I understand to be Gcorg Cantor's theorem 

in the theory of sets according to which in any system of classification there are always more 

classes than things to be classified, which presumably implies that no system of classes can 

contain itself. But I do not feel competent to attempt such a proof. 
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character of such an order could never be defined by its place in itself, and 

a mechanism possessing such an order, though it may be able to indicate 

meaning by reference to such a place, can never by its action so re

produce the set of relations which defines this place as to distinguish it 

from another such set of relations. 
It is important not to confuse the contention that any such system 

must always act on some rules which it cannot communicate with the 

contention that there are particular rules which no such system could 

ever state. All the former contention means is that there will always be 

some rules governing a mind which that mind in its then prevailing state 

cannot communicate, and that, if it ever were to acquire the capacity of 

communicating these rules, this would presuppose that it had acquired 

further higher rules which make the communication of the former 

possible but which themselves will still be incommunicable. 

To those familiar with the celebrated theorem due to Kurt GOdel it 

will probably be obvious that these conclusions are closely related to 

those GOdel has shown to prevail in formalized arithmetical systems.1iO 

It would thus appear that GOdel's theorem is but a spg:iaL~Q.f a lIl~re 

~~~~~~t-~~~6ni~&;~@ri::~~_ 
mJ!St always be some rules which cannot be stated or even be conscious. 

At least all we can talk about and probably an we-can consCi()usly"think 

about presupposes the existence of a framework which determines its 

meaning, i.e., a system of rules which operate us but which we can 

neither state nor form an image of and which we can merely evoke in 

others in so far as they already possess them. 
It would lead too far if we were here to attempt an examination of the 

processes by which the manipulation of rules of which we are conscious 

may lead to the building up of further meta-conscious rules, in terms of 

which we may then be able explicidy to formulate rules of which we were 

formerly unconscious. It seems probable that much of the mysterious 

powers of scientific aeativity are due to processes of this sort which 

involve a restructuring of the supra-conscious matrix in which our 

conscious thought moves. 
We must be content here with providing a framework within which 

the problem of meaning (intelligibility, significance, understanding) can 

be meaningfully discussed. To pursue it further would demand the con

struction of a formal model of a causal system capable not only of 

recognizing rules in the observed events and responding to them 

according to another set of rules, different from, yet related to the former, 

60 See Eo Nagcl and J. R. Newman (40) fot a scmi-popular apoaitioa. 
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but also able to communicate its perceptions and actions to another 

system of the same sort, and the demonstration that two such com

municating systems must be governed by a common set of rules which 

cannot be communicated between them. This, however, is a task which 

would exceed not only the scope of this paper but also the powers of its 

author. 
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CHAPTER FOUR 

Notes on the Evolution of 
Systems of Rules of Conduct 

(The Interplay between Rules of Individual Conduct and the Social 
Order of Actions) 

I 

The purpose of these notes is to clarify the conceptual tcx;'ls with 
which we describe facts, not to present new facts. More particularly, 
their aim is to make clear the important distinction between the systems 
of rules of conduct which govern the behaviour of the individual mem
bers of a group (or of the elements of any order) on the one hand and, 
on the other hand, the order or pattern of actions which results from 
this for the group as a whole.1 It does not matter for this purpose whether 
the individual members which make up the group are animals or men, I 
nor whether the rules of conduct are innate (transmitted genetically) or 
learnt (transmitted culturally). We know that cultural transmission by 
learning occurs at least among some of the higher animals, and there can 
be no doubt that men also obey some rules of conduct which are innate. 
The two sorts of rules will therefore often interact. Throughout it 

1 We shall use '(social) order' and '(social) pattern' intetcbangeably to dcsc:rlbe the 
structure of the actions of all the members of a group, but shall avoid the more CODml?'l 
term 'social organization' because 'organization' has an In.tentionalist (anthropomorphic) 
connotation and is thctefure better teaerVCd for orders which are the product of design. 
Similarly we shall oc:casionaJly use the pairs of concepts 'order and its elements' and 
'groups and individuals' In.terc:hangeably, although the former is of coune the more 
general term of which the relation between group and individual is a particular instance.. 

I Or even whether they are living organisms or perhaps some sort of rcduplic:aung 
mechanical structures. Cf. L S. Peorose, 'Self-Reproducing Machines', Stimlijit Alttmlll1l, 
June 19S9. 
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should be clearly understood that the term 'rule' is used for a statement 
by which a regularity of the conduct of individuals can be described, 
irrespective of whether such a rule is 'known' to the individuals in any 
other sense than that they normally act in accordance with it. We shall 
not consider here the interesting question of how such rules can be 
transmitted culturally long before the individuals are capable of stating 
them in words and therefore of explicidy teaching them, or how they 
learn abstract rules 'by analogy' from concrete instances. .. 

That the systems of rules of individual conduct and the order of 
actions which results from the individuals acting in accordance with 
them are not the same thing should be obvious as soon as it is stated, 
although the two are in fact frequendy confused. (Lawyers are parti
cularly prone to do so by using the term 'order of law' for both.) Not 
every system of rules of individual conduct will Eroduce.an <?.!erall otd~r 
of the actions of a group of individUals; and whether a given system of 
rules of individual conduct will produce an order of actions, and what 
kind of order, will depend on the circumstances in which the individuals 
act. The classical instance in which the very regularity of the behaviour 
of the elements produces 'perfect disorder' is the second law of thermo
dynamics, the entropy principle. It is evident that in a group of living 
beings many possible rules of individual conduct would also produce 
only disorder or make the existence of the group as such impossible. ~ 
society of animals or men is alway! a number of individual~ observit,!g 
such common rules of conduct as, in the circumstances in which they 
live, Will prOduce an order ofactions. ------ -- -- - - -

For the understandiO of animal and human societies the distinction is 
~cular y unportant cause e enetic and in a reat measure so 
the transmISSIon 0 es 0 con uct takes place from individual to 
jn~ Vidual, w . e w t may e e natu se eetlon 0_ es wiJl 
operate on the baSis of the &reater or lesser efficiency of the resulting 
ortkr of the /lloll/. a For the purposes of this discussion we shall define the 
different kinds of elements of which groups consist by the rules of con
duct which they obey, and regard the appearance of a transmittable 
'mutation' of these rules of individual conduct as the equivalent of the 
appearance of new elements, or as a progressive change in the character 
of all the elements of the group. 

a Cf. Alexander Carr-Saunders, ThI Poptt/aliDn Probllm, London, 1922, p. 223: 'Those 
groups practising the most advantageous customs will have an advantage In. the constant 
struggle with adjacent groups.' 
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The necessity of distinguishing between the order of actions of the 
group and the rules of conduct of the individuals may be further 
supported by the following considerations: 

I. A particular order of actions can be observed and described without 
knowledge of the rules of conduct of the individuals which bring it 
about: and it is at least conceivable that the same overall order of actions 
may be produced by different sets of rules of individual conduct. 

2. The same set of rules of individual conduct may in some circum
stances bring about a certain order of actions, but not do so in different 
external circumstances. 

3. It is the resulting overall order of actions but not the regularity of 
the actions of the separate individuals as such which is important for the 
preservation of the group; and a certain kind of overall order may in the 
same manner contribute to the survival of the members of the group 
whatever the particular rules of individual conduct which bring it about. 

4. The evolutionary selection of different rules of individual conduct 
operates through the viability of the order it will produce, and any given 
rules of individual conduct may prove beneficial as part of one set of 
such rules, or in one set of external circumstances, and harmful as part of 
another set of rules or in another set of external circumstances. 

s. Although the overall order of actions arises in appropriate circum
stances as the joint product of the actions of many individuals who are 
governed by certain rules, the production of the overall order is of course 
not the conscious aim of individual action since the individual will not 
have any knowledge of the overall order, so that it will not be an aware
ness of what is needed to preserve or restore the overall order at a 
particular moment but an abstract rule which will guide the actions of 
the individual. 

6. The concrete individual action will always be the joint effect of 
internal impulses, such as hunger, the particular external events acting 
upon the individual (including the actions of other members of the 
group), and the rules applicable to the situation thus determined. The 
rules upon which different individual members of a group will at any 
moment act may therefore be different either because the drives or 
external circumstances acting upon them make different rules applicable, 
or because different rules apply to different individuals according to age, 
sex, status, or some particular state in which each individual finds itself 
at the moment. 

7. It is important always to remember that a rule of conduct will never 
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by itself be a sufficient cause of action but that the impulse for actions of 
a certain kind will always come either from a particular external stimulus 
or from an internal drive (and usually from a combination of both), and 
that the rules of conduct will always act only as a restraint on actions 
induced by other causes. 

8. The orderliness of the system of actions will in general show itself 
in the fact that actions of the different individuals will be so co-ordina-.d, 
or mutually adjusted to each other, that the result of their actions will 
remove the initial stimulus or make inoperative the drive which has 
been the cause of activity. 

9. The difference between the orderliness of the whole and the 
regularity of the actions of any of its individual parts is also shown by the 
fact that a whole may be orderly without the action of any particular 
individual element showing any regularity. This might be the case, for 
instance, if the order of the whole were brought about by an authority 
commanding all particular actions and choosing the individuals who 
have to perform anyone action at a given moment at random, say by 
drawing lots. There might in such a group well exist a recognizable 
order in the sense that certain roles were always filled by somebody; 
but no rules guiding the actions of anyone individual (other than 
perhaps the commanding authority) could be formulated. The actions 
taken there by anyone individual would not be derived by means of a 
rule from any of its properties or any of the circumstances acting on it 
(other than the commands of the organizer). 

III 

The most easily observed instances in which the rules of individual 
conduct produce an overall order are those where this order consists in a 
spatial pattern such as will occur in the marching, defence, or hunting of 
a group of animals or men. The arrow formation of migrating wild 
geese, the defensive ring of the buffaloes, or the manner in which 
lionesses drive the prey towards the male for the kill, are simple instances 
in which presumably it is not an awareness of the overall pattern by the 
individual but some rules of how to respond to the immediate environ
ment which co-ordinate the actions of the several individuals. 

More instructive are the abstract and more complex orders based on a 
division of labour which we find in such insect societies as those of bees, 
ants, and termites. There is perhaps less temptation in these instances to 
ascribe the changes in the activities of the individual either to a central 
command or to an 'insight' on the part of the individual into what at the 
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particular moment is needed by the whole. There can be little doubt that 
the successive activities which a worker bee performs at the different 
stages of its career, at intervals varying in length according to the 
requirements of the situation4 (and apparendy even reverting to stages 
already passed when the 'needs' of the hive require it), could be explained 
by comparatively simple rules of individual conduct, if we only knew 
them. Similarly the elaborate structures which termites build, the 
genetics of which A. E. Emerson has so revealingly described,1 must 
ultimately be accounted for by innate rules of conduct of the individuals 
of which we are largely ignorant. 

When we are concerned with primitive human societies, on the other 
hand, it is often easier to ascertain the rules of individual conduct than to 
trace from them the resulting overall and often highly abstract order. 
The individuals will often themselves be able to tell us what they regard 
as appropriate action in different circumstances, though they may be able 
to do this only for particular instances but not to articulate the rules in 
accordance with which they act;8 but the 'functions' which these rules 
serve we shall be able to discover only after we have reconstructed the 
overall order which is produced by actions in accordance with them. 
The individual may have no idea what this overall order is that results 
from his observing such rules as those concerning kinship and inter
marriage, or the succession to property, or which function this overall 
order serves. Yet all the individuals of the species which exist will behave 
in that manner because groups of individuals which have thus behaved 
have displaced those which did not do SO. 7 

IV 

The overall order of actions in a group is in two respects more than the 
totality of regularities observable in the actions of the individuals and 
cannot be wholly reduced to them. It is so not only in the trivial sense in 
which a whole is more than the mere 111111 of its parts but presupposes also 
that these elements are related to each other in a particular manner. 8 It is 

4 See K. von Frlsc:h, TIM DflfI&itv BIu. New York, 19S S. 
i A. E. Emcmon, 'Termite Nesta-A Study of Phylogcny of Behavior'. &/4gi&a/ 

MfIMgf'.p/u. VIn. 1938 • 
• a. Bdward Sapir. TIM S"ullti Wriling. ed. D. G. Mandelbaum. University ofCalifomia 

Press, 1949. p. S 48 IIIIfJ· 
7 Ample further illusttatiOllS of the kind of orders briefly sketched in this section will be 

found in V. C. Wynne-Bdwards. AlIi",., DilJllrlion in Rllalion 10 S0ri4/ &hatIi_. Edinburgh. 
1962; Annc Roe and G. G. Simpson, BthatIior fIIIII :&oilllion, Yale University Press. 19S8; 
and Robert Ardrey. TIM TnTilorilll r",jJIrtIIiIIf. New York, 1966. 

Ba. K. R. Popper. TIM PotIIrty ojHilkJri&imt. London, 19S7. eection 7. and Emest Nagel, 
TIM SlrtIthln of S,*,. New York, 1961. pp. 3110-97. 
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more also because the existence of those relations which are essential for 
the existence of the whole cannot be accounted for wholly by the inter
action of the parts but only by their interaction with an outside world 
both of the individual parts and the whole. If there exist recurrent and 
persistent structures of a certain type (i.e., showing a certain order), this 
is due to the elements responding to external influences which they are 
likely to encounter in a manner which brings about the preservatiOll or 
restoration of this order; and on this, in tum, may be dependent the 
chances of the individuals to preserve themselves. 

I:,rom any given set of rules of conduct of the elements will ari~~ ..a 
steady structure (showing 'homeostatic' control) only in an environment 
in which there prevails a certain probability of encountering the sort of 
circumstances to which the rules of conduct are adapted. A change of 
environment may require, if the whole is to persist, a change in the order 
of the group and therefore in the rules of conduct of the individuals; and 
a spontaneous change of the rules of individual conduct and of the 
re~ulting order may enable the group to persist in circumstances which, 
WIthout such change, would have led to its destruction. 

These considerations are mainly intended to bring out that systems of 
rules of conduct will develop as wholes, or that the selection process of 
evolution will operate on the order as a whole; and that, whether a new 
rule will, in combination with all the other rules of the group, and in the 
particular environment in which it exists, increase or decrease the 
efficiency of the group as a whole, will depend on the order to which 
such individual conduct leads. One consequence of this is that a new rule 
of individual conduct which in one position may prove detrimental, 
may in another prove to be beneficial. Another is that changes in one rule 
may make beneficial other changes, both of a behavioural or somatic 
character, which before were harmful. It is thus likely that even culturally 
transmitted patterns of individual behaviour (or the resulting patterns 
of action of the group) may contribute to determine the selection among 
genetic changes of a behavioural or somatic kind. 9 

It is evident that this interplay of the rules of conduct of the in
dividuals with the actions of other individuals and the external circum
stances in producing an overall order may be a highly complex affair. 
The whole task of social theory consists in little else but an effort to 
reconstruct the overall orders which are thus formed, and the reason why 
that special apparatus of conceptual construction is needed which social 
theory represents is the complexity of this task. It will also be clear that 
such a distinct theory of social structures can provide only an explanation 

• a. Sir Alister Hzrdy, ThI U,ing SIrIfIIII. London 1966. especially lecture 11. 

r 71 ] F 



Philosophy 

of certain general and highly abstract features of the different types of 
structures (or only of the 'qualitative aspects'), because these abstract 
features will be all that all the structures of a certain type will have in 
common, and therefore all that will be predictable or provide useful 
guidance for action. 

Of theories of this type economic theory, the theory of the market 
order of free human societies, is so far the only one which has been 
systematically developed over a long period and, together with 
linguistics, perhaps one of a very few which, because of the peculiar 
complexity of their subject, require such elaboration. Yet, though the 
whole of economic theory (and, I believe, of linguistic theory) may be 
interpreted as nothing else but an endeavour to reconstruct from 
regularities of the individual actions the character of the resulting order, 
it can hardly be said that economists are fully aware that this is what they 
are doing. The nature of the different kinds of rules of individual conduct 
(some voluntarily and even unconsciously observed and some enforced), 
which the formation of the overall order presupposes, is frequently left 
obscure.10 The important question of which of these rules of individual 
action can be deliberately and profitably altered, and which are likely to 
evolve gradually with or without such deliberate collective decisions as 
legislation involves, is rarely systematically considered. 

V 

Although the existence and preservation of the order of actions of a 
group can be accounted for only from the rules of conduct which the 
individuals obey, these rules of individual conduct have developed 
because the individuals have been living in groups whose structures have 
gradually changed. In other words, the properties of the individuals 
which are significant for the existence and preservation of the group, 
and through this also for the existence and preservation of the in
dividuals themselves, have been shaped by the selection of those from the 
individuals living in groups which at each stage of the evolution of the 
group tended to act according to such rules as made the group more 
efficient. 

Thus for the explanation of the functioning of the social order at anY' 
one time the rules of individual conduct must be assumed to be given. 
Yet these rules have been selected and formed by the effects they have 

10 Aa is shown by the unprofitable disc:ussioos about the degree of 'mt:iooality' which 
economic theory is alleged to assume. What is said above, incidentally, also implies that 
social theory is, strictly speaking, not • sc:ienc:e of behaviour and that to regard it as part of 
'behaviouml science' is at least misleading. 
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on the social order; and in so far as psychology does not wish to content 
itself with describing the rules which individuals actually obey, but 
undertakes to explain why they observe these rules, at least a great part 
of it will have to become evolutionary social psychology. Or, to put this 
differently, though social theory constructs social orders from the rules 
of conduct assumed to be given at anyone time, these rules of conduct 
have themselves developed as part of a larger whole, and at each sta~ 
of this development the then prevailing overall order determine a 
what effect anyone change in the rules of individual conduct had. 

Though we cannot here further pursue the question of the relation of 
psychology to social theory, it will contribute to the main purpose of 
these notes if we add a few remarks on the difference between an order 
which is brought about by the direction 'of a central organ such as the 
brafn, and the formation of an order determined by the regul~rity ~ftEe 
aCtlons towardS eaCh other of the elements of a structure. Michael 
PoIanyi haS usetully described this distinction as that between a 
monocentric and a polycentric order.ll The first point which it is in this 
connection important to note is that the brain of an organism which acts 
as the directing centre for that organism is itself in turn a polycentric 
order, that is, that its actions are determined by the relation and mutual 
adjustment to each other of the elements of which it consists. 

As we are all tempted to assume that wherever we find an order it must 
be directed by a central organ, which, if we applied this to the brain, 
evidently would lead to an infinite regress, it will be useful briefly to con
sider the advantage derived from the fact that one such polycentric order 
is set aside in a part of the whole and governs the action of the rest. This 
advantage consists in the possibility of trying out beforehand on a model 
the various alternative complexes of actions and selecting from them the 
most promising before action is taken by the whole organism. There is 
no reason why anyone of these complex patterns of actions should not 
be determined by the direct interaction of the parts without this pattern 
being first formed in another centre, and then directed by it. 1}le uniqu~ 
attribute of the brain is that it can roduce a re resentative model on 
which the alternative actions and their consequences can trleCrout 
beforelWld. The structure which the brain directs mayhave a repertoire 
of possible patterns of actions quite as big as the one the brain can pre
form; but if it actually had to take that action before it was tried out on 
a model, it might discover its harmful effects only when it was too late 
and it might be destroyed as a result. If, on the other hand, such action is 

11 M. Polanyi, TIN Logic ofLibtrly, London, I9JI, especially Chapters 8 and 9. 
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first tried out on a model in a separate part of the whole set aside for the 
putpose, not the actual effect but a representation of the effect to be 
expected will act as a signal that the particular action is not to be 
taken. 

There is, therefore, no reason why a polycentric order in which each 
element is guided only by rules and receives no orders from a centre 
should not be capable of bringing about as complex and apparently as 
'pw:posive' an adaptation to circumstances as could be produced in a 
system where a part is set aside to preform such an order on an analogue 
or model before it is put into execution by the larger structure. In so far as 
the self-organizing forces of a structure as a whole lead at once to the 
right kind of action (or to tentative actions which can be retraced before 
too much harm is done), such a single-stage order need not be inferior to 
a hierarchic one in which the whole merely carries out what has first been 
tried out in a part. Such a non-hierarchic order dispenses with the 
necessity of first communicating all the information on which its several 
elements act to a common centre and conceivably may make the use of 
more information possible than could be transmitted to, and digested 
by, a centre. 

Such spontaneous orders as those of societies, although they will often 
produce results similar to those which could be produced by a brain, are 
thus organized on principles different from those which govern the 
relations between a brain and the organism which it directs. Although 
the brain may be organized on principles similar to those on which a 
society is organized, society is not a brain and must not be represented as 
a sort of super-brain, because in it the acting parts and those between 
which the relations determining the structure are established are the 
same, and the ordering task is not deputized to any part in which a model 
is preformed. 

VI 
The existence of such ordered structures as galaxies, solar systems, 

organisms, and social orders in a multiplicity of instances showing 
certain common features and observing as wholes regularities which 
cannot be wholly reduced to the regularities of the parts, because they 
also depend on the interaction of the whole with the environment which 
placed and keeps the part in the order necessary for the specific behaviour 
of the whole, creates certain difficulties for a theory of scientific method 
which regards as its aim the discovery of 'universal laws of nature'. 
Though it is reasonable to believe that structures of the kind will in a 
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definable environment always behave as they do, the existence of such 
structures may in fact depend not only on that environment, but also on 
the existence in the past of many other environments, indeed on a 
definite sequence of such environments which have succeeded in that 
order only once in the history of the universe. The theoretical disciplines 
which are concerned with the structures of such complexes have thus an 
object the very existence of which is due to circumstances (and a pro&ss 
of evolution determined by them) which, though in principle repeatable, 
may in fact have been unique and never occur again. In consequence, the 
laws which govern the behaviour of these complexes, though 'in 
principle universally valid' (whatever that means), apply in fact only 
to structures to befound in a particular space-time sector of that universe. 

Just as apparently the existence of life on earth is due to events which 
could have happened only in the peculiar conditions prevailing during 
an early phase of its history, so the existence of our kind of society, and 
even of human beings thinking as we do, may be due to phases in the 
evolution of our species without which neither the present order nor the 
existing kinds of individual minds could have arisen, and from the legacy 
of which we can never wholly free ourselves. We can judge and modify 
all our views and beliefs only within a framework of opinions and values 
which, though they will gradually change, are for us a given result of that evolution. 

Yet the problem of the formation of such structures is still a theoretical 
and not a historical problem, because it is concerned with those factors in 
a sequence of events which are in principle repeatable, though in fact 
they may have occurred only once. We may call the answer 'conjectural 
history' (and much of modem social theory derives indeed from what the 
eighteenth-century thinkers called conjectural history), if we remain 
aware that the aim of such 'conjectural history' is not to account for all 
particular attributes which a unique event possesses, but only for those 
which under conditions which may be repeated can be produced again 
in the same combination. Conjectural history in this sense is the re-
construction of a h thetical kind of rocess which ma never have 
beeii 0 serve ut w. it had taken lace would have ro iiced 
phenomena of the kind we observe. The assumption that such a process 
has taken pIaCe may be tested by seeking for yet unobserved con
sequences which follow from it, and by asking whether all regular 
structures of the kind in question which we find can be accounted for by that assumption. 

As was clearly recognized by Carl Menger, in the sphere of complex 
phenomena 'this geneti& elemlnt is inseparable from the idea of theoretital 
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vn 
Societies differ from simpler complex structures by the fact that their 

elements are themselves complex structures whose chance to persist 
depends on (or at least is improved by) their being part of the more com
prehensive structure. We have to deal here with integration on at least 
two different levels,14 with on the one hand the more comprehensive 
order assisting the preservation of ordered structures on the lower level, 
and, on the other, the kind of order which on the lower level determines 
the regularities of individual conduct assisting the prospect of the sur
vival of the individual only through its effect on the overall order of the 
society. This means that the individual with a particular structure and 
behaviour owes its existence in this form to a society of a particular 
structure, because only within such a society has it been advantageous 
to develop some of its peculiar characteristics, while the order of society 

11 Carl Menger, UIlllrStl&ImIIgm fJiNr tIU M,/W • SodalwisswtlJaft", "" tkr PDlilistIJIII 
O~ ~" Leipzig. 1883, p. 88, English t:tanalation by F. J. Nock, eeL by Louis 
Schneider under the title Probllms of Btonolllitlllllll Sodo/ogJ, Urbana, m., 1963, p. 94. Italics 
in the original. 

13 I assume it need not be stressed here that a theory of evolution does not imply 'laws of 
evolution' in the sense of necessary sequences of particular forma or sages, a mistake often 
made by the same people who interpret the genetical as a historical problem. A theory of 
genetics describes a mechanism capable of producing an infinite variety of particular results. l' a. R. Redfield (cd.), Lnlls of Intlgration ill Biologital IIIIIl Sotial Syst'IIIS (Biologi&al S.JI1I
p.sia, cd. J. Catell, Vol. VIII) Lancaster,Penn., 1941. 'lntegtation', in this context, means of 
course simply the formation of an order or the incorporation in an already existing order. 
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in turn is a result of these regularities of conduct which the individuals 
have developed in society. 

This implies a sort of inversion of the relation between cause and 
effect in the sense that the structures possessing a kind of order will exist 
because the elements do what is necessary to secure the persistence of 
that order. The 'final cause' or 'purpose', i.e., the adaptation of the parts 
to the requirements of the whole, becomes a necessary part of the 
explanation of why structures of the kind exist: we are bound to expla.i1t 
the fact that the elements behave in a certain way by the circumstance that 
this sort of conduct is most likely to preserve the whole-on the pre
servation of which depends the preservation of the individuals, which 
would therefore not exist if they did not behave in this manner. A 
'teleological' explanation is thus entirely in order so long as it does not 
imply design by a maker but merely the recognition that the kind of 
structure would not have perpetuated itself if it did not act in a manner 
likely to produce certain effects,16 and that it has evolved through those 
prevailing at each stage who did. 

The reason why we are reluctant to describe such actions as purposive 
is that the order which will form as the result of these actions is of course 
in no sense 'part of the purpose' or of the motive of the acting in
dividuals. The immediate cause, the impulse which drives them to act, 
will be something affecting them only; and it is merely because in doing 
so they are restrained by rules that .an overall order results, while this 
consequence of observing these rules is wholly beyond their knowledge 
or intentions. In Adam Smith's classical phrase .. man 'is led to 2!.9m9~~ 
end which is no part of his intentions', 18 justas the anitp.~defending i~s 
territo has no idea that it thereb contributes to re ate thenumbers 
of its species.1? It was indeed what I have elsew ere e e tw11l1 eas 
of evolution and spontaneous order, is the great contributions of~d 
Mandeville and David Hume, of Adam Ferguson and Adam Smith, 
which have oQe1led the way for an understanding. both _~ b!ol<.?gi~!1!d 
social theory. of that interaction between the regularity of the conduct 
of the elements and the re~ar!!L~~E!~;.c:sllJ~g structure. What they 

16 a. David Hume, Dialogtlls ComI17li"g Natural Rlligitm (1779), in A Tr,alis, of H_ 
Nalur" cd. T. H. Green and T. H. Grose, new ed., London. 1890, Vol. Il, pp. 4:£8-9: 'I 
would fain know how an animal could subsist unless its parts were so adjustcd? ••• No 
form ••• can subsist unless it possesses those powers and organs, requisite for its sub
sistence: some new order of ceconomy must be tried, and so on, without intermission, till at 
last some order which can support and maintain itself, is fallen upon.' 

16 Adam Smith, Wlaltb of NaliOlll, cd. Cannan, 1, p. 4Z1. 

17 See V. C. Wynne-Edwards, op. cil. 
18 See my lecture, 'Dr. Bemard Mandeville', Pl'fJtuJirtgs of IhI Brilisb Acatkl1lY, LIJ, 1966. 
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did not make clear, and what even in the subsequent development of 
social theory has not been brought out with sufficient clarity, is that it is 
always some regularity in the behaviour of the elements which produces, 
in interaction with the environment, what may be a wholly different 
regularity of the actions of the whole. 

Earlier groping efforts towards such an understanding which have left 
their traces on modern jurisprudence ran in terms of the adequacy of the 
rules of individual conduct to the llalflra rei, the nature of the thing. By 
this was meant just that overall order which would be affected by a 
change in anyone of the rules of individual conduct-with the con
sequence that the effects of such a change in anyone rule can be assessed 
only out of an understanding of all the factors determining the overall 
order. The true element in this is that the normative rules often serve 
to adapt an action to an order which exists as a fact. That there always 
exists such an order beyond the regularities of the actions of anyone 
individual, an order at which the particular rules 'aim' and into which 
anyone new rule has to be fitted, is the insight which only a theory of the 
formation of that overall order can adequately give. 

VIII 
A few observations may be added in conclusion on certain peculiarities 

of social orders which rest on learnt (culturally transmitted) rules in 
addition to the innate (genetically transmitted) ones. Such rules will 
presumably be less strictly observed and it will need some continuous 
outside pressure to secure that individuals will continue to observe them. 
This will in part be effected if behaviour according to the rules serves 
as a sort of mark of recognition of membership of the group. If deviant 
behaviour results in non-acceptance by the other members of the group, 
and observance of the rules is a condition of successful co-operation with 
them, an effective pressure for the preservation of an established set of 
rules will be maintained. Expulsion from the group is probably the 
earliest and most effective sanction or 'punishment' which secures con
formity, first by mere actual eIiminationfrom the group of the individuals 
who do not conform while later, in higher stages of intellectual develop
ment, the fear of expulsion may act as a deterrent. 

Such systems of learnt rules will probably nevertheless be more 
flexible than a system of innate rules and a few more remarks on the 
process by which they may change will be in place. This process will 
be closely connected with that by which individuals learn by imitation 
how to observe abstract rules; a process of which we know very little. 
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One factor influencing it will be the order of dominance of the individuals 
within the group. There will be, on the one end of the scale, a greater 
margin of tolerance for the young who are still in the process of learning 
and who are accepted as members of the group, not because they have 
already learnt all the rules peculiar to the group, but because as natural 
offspring they are attached to particular adult members of the group. 
On the other end of the scale there will be dominant old individuals who 
are firmly set in their ways and not likely to change their habits, b~ 
whose position is such that if they do acquire new practices they are more 
likely to be imitated than to be expelled from the group. The order of 
rank is thus undoubtedly an important factor in determining what 
alterations will be tolerated or will spread, though not necessarily in 
the sense that it will always be the high-ranking who initiate change. lII 

A point which deserves more consideration than it usually receives, 
however, is that the preference for acting according to established rules, 
and the fear of the consequences if one deviates from them, is probably 
much older and more basic than the ascription of these rules to the will of 
a personal, human or super-natural, agent, or to the fear of punish
ment that may be inflicted by such an agent. 1'he partial awareness of a 
re . of the world, of the difference between a known and redlct
able and an Urikriown and unere . ctable part of the events in the 
environment, must create a reference for the kinds of actions whose 

18 It would seem, e.g., that among monkeys new food habits are acquired more readily by the young and may then spread to the older members of the group: see the observations by J. Itani reported by S. Kawamura, 'The Process of Sub-cultural Propagation among Japanese Macaques', in Charles H. Southwick (ed.), Primal, Sotial BI/xnIior, Princeton, 
I96~, p. 8S. 
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within which we move as much as within the order of nature) tells us 
mainly what will be the consequences of some of our actions in some 
circumstances. While this will help us to decide what to do if we want to 
obtain a particular result, or are driven by a particular impulse, it needs 
to be supplemented in a largely unknown world by some principle 
which inhibits actions to which our internal drives might lead us but 
which are inapprop~te to the circumstances. The rules of fact which 
one knows can be relied upon only so long as one plays the game oneself 
according to the rules, i.e., keeps within the kind of actions the con
sequences of which are tolerably predictable. Norms are thus an 
adaptation to a factual regularity on which we depend but which we 
know only partially and on which we can count only if we observe 
those norms. H I know that if I do not observe the rules of my group, 
not only will I not be accepted and in consequence not be able to do most 
of the things I want to do and must do to preserve my life, but also that, 
if I do not observe these rules, I may release the most terrifying events 
and enter a world in which I can no longer orient myself, such rules 
will be as much a necessary guidance to successful action as rules that 
tell me how the objects in my environment will behave. The factual 
belief that such and such is the only way in which a certain result can be 
brought about, and the normative belief that this is the only way in 
which it ought to be pursued, are thus closely associated. The individual 
will feel that it exposes itself to dangers by transgressing the rules even if 
there is nobody there to punish it, and the fear of this will keep even the 
animal to the customary way. But once such rules are deliberately taught, 
and taught in an animistic language, they come almost inevitably to be 
associated with the will of the teacher or the punishment or the super
natural sanctions threatened by him. 
~,~ does not so.mu~ choose between, alter~ti~ctions according 

to their known conse uences as refer those the uencesOfwruc::h 
are predictable over those the consequences of which are own. t 
he most fears, and what puts him in a state of terror when it has 1iij)pened, 
is to lose his bearings and no longer to know what to do. Though we all 
tend to associate conscience with the fear of blame or punishment by 
another will, the state of mind which it represents is psychologically 
little different from the alarm experienced by somebody who, while 
manipulating a powerful and complicated machine%y, has inadvertently 
pulled the wrong levers and thereby produced wholly unexpected move
ments. The resulting feeling that something dreadful is going to happen 
because one has infringed rules of conduct is but one form of the panic 
produced when one realizes that one has entered an unknown world. A 
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bad conscience is the fear of the dangers to which one has thus exposed 
cmeself by having left the known path and entered such an unknown 
~. The world is fairly predictable only so long as one adhereSiOtJ:ie 
established procedures, but it becomes frightening when one deviates 
from them. 

In order to live successfully and to achieve one's aims within a world 
which is only very partially understood, it is therefore quite as important .. 
to obey certain inhibiting rules which prevent one from exposing oneself 
to danger as to understand the rules on which this world operates. 
T~~?~ or negative rules actinfa through the paralysing action of !~, 
as a kliid of knowledge of w. t not to do, constitute just as Sig~~t 
information about the environment as an ositive knowled e of the 
a~ utes 0 0 lects 0 s enVIronment. . e the latter enables us 
t<? predict the consequences of particular actions. the former jus.t W~t.ls 
us not to take certain: kinds of action. At least so long as the normative 
rUles consist of prohibitions, at most of themwru,0bably did before they 
were interpreted as commands of another . the 'Thou shalt nQt' kind of rule ~ after an not he so very cmterent from the rules giving-~s 
itiformation a ut what is.-

10 The possibility contemplated here is not that all normative rules can be interpreted as descriptive or explanatory rules, but that the latter may be meaningful only within a framework of a system of normative rules. 
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CHAPTER FIVE 

Kinds of Rationalism* 

I 

* A lecture delivered on April 27. 1964 at Rikkyo Univemity, Tokyo and published 
in TIH&onolllkSlwJiuQ_lerly, Tokyo, VoL XV, 5, 196,. 
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appropriated by the central planners for their particular schemes, created 
for the opponents of these proposals a delicate problem. Were they to 
try to rescue the good word for its legitimate uses, insisting that a free 
economy rested on the separate plans of many individuals, and indeed 
gave the individual more scope for planning his life than a centrally 
planned system? Or ought they to accept the narrow sense in which the 
term had come to be used and to direct their criticism simply ~st 
'planning' ? 

. Righdy or ~rongly, I decided, somewhat to the discomfort of my 
frIends, that things had already gone too far and that it was too late to 
~dicate the wo~d for its l~gitimate uses. Just as my opponents argued 
SImply for planning, mearung thereby central planning of all economic 
activity, I ~ected my criticism simply against 'planning'-leaving to 
myadversanes the advantage of the good word and laying myself open 
to the c?arge of op~osin~ the use of our intelligence in the ordering of 
our affairs. Yet I still believe that as things then were, such a head-on 
attack on 'planning' was necessary to dethrone what had become a 
shibboleth. 

More recendy, I have encountered similar difficulties with the blessed 
wor~ '~ •. Li!re 'p~g' it i~ one of the fashionable good words of 
our ttme, and 10 Its onginal mearung of belonging to society it could be a 
very useful word. But in its modem usage in such connections as 'social 
justice' (one wo~d hav~ thought that all justice is a social phenomenon I), 
or when our social duties are con~ted with mere moral duties, it has 
become one of the most confusing and harmful words of our time not 
only itself ~pty of cont~nt and capable of being given any arbi;rary 
content one likes, but depnving all terms with which it is combined (as in 
the German soZiale MarktwirtsGhajt or sozialer ReGhtsstaat) of any definite 
content. In consequence I felt obliged to take a position against the word 
'social', and t? demonstrate tha~ in particular the concept of social justice 
ha,d 0.0 meantng whatever, calling up a misleading mirage which clear
thinking people ought to avoid. But this attack on one of the sacred idols 
of our. time ~gain made many people regard me as an irresponsible 
extremtst, entlrdy out of sympathy with the spirit of our time. 

One.mote ~ple of such a goo~ word which, ifit had not been given 
a s~ m~, I should readily have used to describe my own 
posl!I0n, butw~ch I felt fo~ced to turn against, is 'p,ositive' or 'eositivis( 
Agatn the special sense which has been given to it has created a situation 
where I fdt forced to leave this perfecdy good word to my opponents 
and find ~rseH' ~ 'anti-positivist:, although what I defend is quite as 
much poSItiVe sClence as the doctnnes of the self-appointed positivists. 
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I am now, however, involved in another conflict of opinion where I do 
not dare to do the same without a good deal of explanation. The general 
social ~oso~hr which I hold has sometimes been described as anti
ratio - st, an at least with regard to my main intellectual forebears in 
tllis respect, B. Mandeville, David Hume and Carl Menger, I have, like 
others, occasionally myself used that term. Yet this has given rise to so 
many misunderstandings that it seems to me now a dangerous and mis
leading expression which ought to be avoided. 

We have to deal here once again with a situation in which one group 
of thinkers have effectivdy claimed for themselves the only proper use 
of the good word and have in consequence come to be called rationalists. 
It was almost inevitable that those who did not agree with their views on 
the proper use of reason should have been labelled 'anti-rationatists'. 
This gave the impression as iftbe litter raW reason less highly. w!e in 
fact the were anxious to make reason more effective and leaded tan 
effective use of reason require a ro r insi ht into the limits 0 e 
effective us.diVld reason In regulating relations between many 
reasonable • 

. There seems to me to exist a sort of rationalism which b not re
cognizing these ts of the ~wers of individual reason, in fact tends to 
make human reason a less e ctive instrument than it could be. This 
sort of rationalism is a comparativdy new phenomenon, though its roots 
go back to ancient Greek philosophy. Its modem influence, however, 
begins only in the sixteenth and seventeenth century and particularly 
with the formulation of its main tenet§ by the French philosopher, Rene 
Descartes. It was mainly through him i:1:iat the very term 'reason' changed 
its meaning. To the medieval thinkers reason had meant mainly a 
capacity to recognize truth, especially moral truth, l when they met it, 
rather than a capacity of deductive reasoning from explicit premisses. 
And they were very much aware that many of the institutions of 
civilization were not the inventions of the reason but what, in explicit 
contrast to all that was invented, they called 'natural', i.e., spontaneously 
grown. 

It was against this older natural law theory which did recogni%e that 
much of the institution of civilization was not the product of deliberate 

10'. John Lockc; EtMyI/lll I'" Lawl Dj Nflltln (1676), cd. W. von Lcyden, Oxford 
(Carendon Press), 19S4. p. Ill: 'By reason, however, I do not think is meant here that 
faculty of the understanding which forms trains of thought and deduces proofs, but certain 
ddinite principles of action from which spring all virtues and whatever is necessary for the 
proper moulding of morals.' 
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human design that the new rationalism of Francis Bacon, Thomas 
Hobbes and particularly Rene Descartes contended that all the useful 
human institutions were and ought to be deliberate creation of conscious 
reason. This reason was conceived as to the Cartesian esprit geomem 'lie, a 
ca aci of the nun to arnve at e trut y a e uct1ve process rom a 
few obvious and un ou ta e premISses. 

It seems to me that the best name for this kind of naive rationalism is 
rationalist constructivism. It is a view whiCh in the social sphere has sin;!" 
wrought unmeasura6Ie harm, whatever its great achievements in the 
sphere of technology may have been. (If it be thought that by labelling 
this view 'constructivism' I am once again presenting my opponents 
with a good word, I should plead that this term was used in precisely this 
sense already by one of the greatest of the nineteenth-century liberals, 
W. E. Gladstone. He used it as a name for the attitude for which in the 
past I had no better term than the 'engineering type of mind'. 'Con
structivism' now seems to me the best label for the practical attitUde 
which regularly accompanies what in the fidd of theory I hav~ describid 
as 'scientism' .1) 

The asceniJancy of this view in the seventeenth century implied in fact 
a relapse into an earlier naive way of thinking, into a view which 
habitually assumed a personal inventor for all human institutions, be it 
language or writing, laws or morals. It is no accident that Cartesian 
rationalism was completely blind to the forces of historical evolution. 
And what it applied to the past it proclaimed as programme for the 
future: that man in the full knowledge of what he was doing should 
deliberately create such a civilization and social order as the process of 
his reason enabled him to design. iationalism in this sense is the doctrine 
which assumes that all institutions which benefit humanity have in the 
P!!t and 0 ht in the future to be invented in clear awareness of the 
desirable effects that er pro uce; that they are to approved and 
respected only to the extent that we can show that the particular effects 
they will produce in any given situation are preferable to the effects 
another arrangement would produce; that we have it in our power so to 
shape our institutions that of all possible sets of results that which we 
prefer to all others will be realized; and that our reason should never 
resort to automatic or mechanical devices when conscious consideration 
of all factors would make preferable an outcome different from that of 
the spontaneous process. It is from this kind of social rationalism or 
constructivism that all modem socialism, planning and to~!!~~
derives. -I Cf. my The CfJIIIIlII'-RnolNJitm of St;III&" Glencoe, m., 19S%. 
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Our issue may now be pointed by asking whether, as Cartesian 
rationalism and all its descendents assume, human civilization is the 
product of human reason, or whether it is not the other way round and 
we should regard human reason as the product of a civilization which 
was not deliberately made by man but which had rather grown by a 
process of evolution. This is, of course, in a way a 'hen or egg' kind of 
question-nobody will deny that the two phenomena constandy interact. 
But the typical view of Cartesian rationalism is to insist throughout on 
the first interpretation, on a pre-existing human reason designing in
stitutions. From the 'social contract" to the view that law is the creation 
of the State, and that because we have made our institutions we can also 
change them at will, the whole thinking of our modem age is permeated 
by the offsprings of this tradition. It is characteristic of this view also that 
it has no place for social theory proper: because the problems of social 
theory arise out of the fact that the individual efforts of man do often 
produce an order which, although unintended and unforeseen, turns out 
to be indispensable for the realization of what men strive for. 

It deserves mention that in this respect the two-hundred and more 
years of effort of social and particularly economic theorists are now 
receiving unexpected support from the new science of social anthropo
logy: i investi clons show in more and more fields how what has Ion 
been re d as the invention 0 reason was 10 e outcome 0 a 
process 0 evo ution an selection Very to that which we 10 

die bl010~car fieta. I called it a new science-but in fact the social 
anthiOpo ogists merely continue work which Mandeville, Hume, and 
his successors among the Scottish philosophers had commenced, but 
which was largely forgotten when their later followers more and more 
confined themselves to the narrow field of economics. 

In its more general form the main result of this development is thus the 
insight that even man's capacity to think is not a natural endowment of 
the individual but a cultural heritage, something transmitted not 
biologically but through example and teaching-mainly through, and 
implicit in, the teaching of language. The extent to which the language 
which we learn in early childhood determines our whole manner of 
thinkin and our view and lot retation of the world is robabl much 

eater we are et aware . t 18 not mer y t ow e ge of 
earlier generations is communicated to us through the medium of 
language; the structure of the language itself implies certain views about 
the nature of the world; and by learning a particular language we acquire 
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a certain picture of the world, a framework of our thinking within 
which we henceforth move without being aware of it. As we learn as 
children to use our language according to rules which we do not ex
plicidy know, so we learn with language not only to act according to 
the rules of language, but according to many other rules of interpreting 
the world and of acting appropriately, rules which will guide us though 
we have never explicidy formulated them. This phenomenon of impliQt 
l~g is clearly one of the most important parts of cultural trans
mission, but one which we as yet only imperfecdy understand. 

IV 

The fact to which I have just referred probably means that in all our 
thinking we are guided (or even operated) by rules of which we are not 
aware, and that our conscious reason can therefore always take account 
only of some of the circumstances which determine our actions. That 
rational thought was only one element among those which guide us has 
of course long been recognized. It was expressed in the scholastic maxim 
that ratio non estillikx, sed inslrlllllenltllll-that reason is not the judge but 
an instrument. But clear awareness came only with David Hume's 
demonstration (directed against the constructivist rationalism of his 
time) that 'the rules of morality are not the conclusions of our reason'. 
This applies, of course, to all our values, which are the ends which reason 
serves but which reason cannot determine. This does not mean that 
reason has no function in deciding in conflicts of values-and all moral 
problems are problems created by conflicts of values. But nothing shows 
better the limited role of reason in this connection than a closer analysis 
of how we decide such conflicts. Reason can only help us to see what are 
the alternatives before us, which are the values which are in conflict, or 
which of them are true ultimate values and which are, as is often the case, 
only mediate values which derive their importance from serving other 
values. Once this task is accomplished, however, reason cannot help us 
further. It must accept as given the values which it is made to serve. 

That values nevertheless serve a function or 'purpose' which scientific 
analysis may be able to discover is a different matter. It will help to 
distinguish further between the different types of rationalism if we 
examine somewhat more closely the character of these attempts to 
explain why we hold the values which we do. The best known of these 
theories concerning moral rules is utilitarianism. It occurs 10 two forms 
which provide the best illustration of the difference between the 
legitimate use of reason in the discussion of values and that false 'con-
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structivist' rationalism which ignores the limitations that are set to 
the powers of reason. 

Utilitarianism appears in its first and legitimate form in the work of the 
same David Hume who was so emphatic that 'reason of itself is utterly 
impotent' to create moral rules, but who at the same time insisted that the 
obedience to moral and legal rules which nobody had invented or 
designed for that purpose was essential for the successful pursuit of 
men's aims in society. He showed that certain abstract rules of conduct 
came to prevail because those groups who adopted them became as a 
result more effective in maintaining themselves. What he stressed in this 
respect was above all the superiority of an order which will result when 
each member obeys the same abstract rules, even without understanding 
their significance, coplpared with a condition in which each individual 
action was decided on the grounds of expediency, i.e., by explicitly. 
considering all the concrete consequences of a particular action. Hume is 
not concerned with any recognizable utility of the particular action, but 
only with the utility of a universal application of certain abstract rules' 
including those particular instan~s in which the immediate known,' 
results of obeying the rules are not desirable. His reason for this is that 
human intelligence is quia: insufficient to comprehend all the details of 
the complex human society, and it is this inadequacy of our reason to 
arrange such an order in detail which forces us to be content with abstract 
rules; and further that no single human intelligence is capable of in
venting the most appropriate abstract rules because those rules which 
have evolved in the process of growth of society embody the experience 
of many more trials and errors than any individual mind could acquire. 

Authors in the Cartesian tradition like Helvetius and Beccaria, or their 
English followers Bentham and Austin down to G. E. Moore, turned 
this g'lIm~ utilitarianism, which searched for the utility embodied in the 
abstract rules evolved by successive generations, into a ~Ii&lllarist 
utilitarianism which in its ultimate consequences amounts to a demand 
that every action should be judged in full awareness of all its foreseeable 
results-a view which in the last resort tends to dispense with all 
abstract rules and leads to the claim that man can achieve a desirable 
order of society by concretely arranging all its parts in full knowledge of 
all the relevant facts. While the generic utilitarianism of Hume thus rests 
on a recognition of the limitations of our reason and expects its fullest 
use from a strict obedience to abstract rules, the consttuctivist particu1arist 
utilitarianism rests on the belief that reason is capable of directly mani
pulating all the details of a complex society. 
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The attitudes of the different kinds of rationalism to abstraction require 

somewhat fuller discussion because they are the source of frequent 
confusion. Perhaps the difference is best explained by saying that those 
who recognize the limits of the powers of reason want to use abstraction 
to extend it by achieving at least some degree of order in the complex of 
human affairs, where they know it is impossible to master the full detail," 
while the constructivist rationalist values abstraction only as an in
strument in determining particulars. To the first, as de Tocqueville 
expressed it, 'general ideas are not proof of the strength but rather of the 
insufficiency of the human intellect', to the second they are a tool which 
is to give us unIimited power over the particular. IQ the l'hiloso,phy of 
science this difference manifests itself in the belief of the adherents of the 
second view that the value of a theo must be ud ed b Its ca aCl to 
predict articular events i.e. on our ability to in e eneral attern 

escribed the theo with su Clent concrete acts to s cif its 
p. manifestation while 0 course e re Ction t a' of 
p.!ttern will a ar is also a falsifiable statement. In moral philosophy the 
constructivist ratio sm ten s to s . any reliance on abstract 
mechanical rules and to regard as truly rational only behaviour such 
as is based on decisions which judge each particular situation 'on its 
merits', and chooses between alternatives in concrete evaluation of the 
known consequences of the various possibilities. 

It is fairly obvious that this kind of rationalism must lead to the 
destruction of all moral values and to the belief that the individual 
should be guided only by his personal evaluation of the particular ends 
he pursues, and that it tends to justify all means by the ends pursued. The 
state of mind which it produces has been well described in an autobio
graphical essay by the late Lord Keynes. Describing the views he and 
his friends had held in the early years of the century-and he himself 
admittedly still held thirty years later-he wrote: 

We entirely repudiated a personal liability on us to obey general rules. 
We claimed the right to judge every individual case on its merits, and the 
wisdom, experience and self-control to do so successfully. This was a very 
important part of our faith, violendy and aggressively held, and for the 
outer world it was our most obvious and dangerous characteristic. We 
repudiated entirely costumary morals, conventions and traditional wisdom. 
We were, that is to say, in the strict sense of the term, immoralists. The 
consequences of being found out had, of course, to be considered for what 
they were worth. But we recognized no moral obligation on us, no inner 
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sanction, to conform or to obey. Before heaven we claimed to be our own 
judge in our own case.a 

It is to be noticed that this statement implies not only a rejection of 
traditional moral rules but of all commitment to any kind of binding 
abstract rules of conduct, moral or other. It implies the claim that man's 
intelligence is adequate to order his life successfully without availing 
himself of the aid which general rules or principles can give him, in other 
words, the claim that man is capable of co-ordinating his activities 
successfully through a full explicit evaluation of the consequences of all 
possible alternatives of action, and in full knowledge of all the circum
stances. This, of course, involves not only a colossal presumption con
cerning our intellectual powers, but also a complete misconception of 
the kind of world in which we live. It treats our practical problems as if 
we knew all the facts and the task of coping with them were a purely 
intellectual one. I am afraid much of modem social theory also has been 
deprived of value by this same assumption. The crucial fact of our lives 
is that we are not omniscient. that we have from moment to moment to 
adjust ourselves to new facts which we have not known before, and ~t 
we can therefore not order our lives accordin to a reconce1vea aetailed 
p 111 Wo every partt aCtion IS ot: d ratio y ,usted to 
evffi' oth,St. 

Since our whole life consists in facing ever new and unforeseeable 
circumstances, we cannot make it orderly by deciding in advance all the 
particular actions we shall take. The only manner in which we can in fact 
give our lives some order is to adopt certain abstract rules or principles 
for guidance, and then strictly adhere to the rules we have adopted in our 
dealing with the new situations as they arise. Our actions form a coherent 
and rational pattern, not because they have been decided upon as part of a 
single plan thought-out beforehand, but because in each successive 
decision we limit our range of choice by the same abstract rules. 

Considering how important is this adherence to rules in making our 
lives orderly, it is curious how little the connection between such 
abstract rules and the achievement of an overall order has been studied. 
We all know of course that in fact we have learned to act according to 
rules in order to give our successive action some coherence, that we 
adopt general rules for our lives not only to save us the trouble of re
considering certain questions every time they arise, but mainly because 
only thus can we produce something like a rational whole. I cannot 

a J. M. Kcynes. TII'O MnMoirs: Dr. Mrltbi()l': tI tk!IIIINI --., _ My &rly &Iiifs, 
Intro. by D. Gamett, London: Rupett Hart-Davis, 1949, pp. 97-8. 
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attempt here a more systematic discussion of the relation between the 
abstract rules followed in all the separate decisions and the abstract 
overall pattern which will thereby result. But there is one significant 
point I must mention briefly. If we want in this manner to achieve an 
overall order of our affairs, it is requisite that we follow the general rule 
in all instances and not only when there is no special reason to do other
wise. This may imply that we must deliberately disregard some kaow
ledge of particular consequences which obedience to the rule in the given 
instance may produce. Here I think a true insight into the significance of 
behaviour according to rules demands a much more rigid adherence to 
them than would be conceded by the constructivist rationalists who 
would accept abstract rules at best as a substitute for a decision in full 
evaluation of all· the particular circumstances and would regard it as 
desirable to depart from the rules whenever there is special reason for 
doing so. 

Lest I be misunderstood I ought here briefly to say that when I speak 
of rigidly adhering to rules I do of course not mean isolated single rules 
but always a whole system of rules where often one rule will modify the 
consequences which we have to draw from another. More precisely, I 
ought to speak of a hierarchy of rules of different degrees of importance. 
But I cannot here go further into this important question than is 
necessary to prevent the misunderstanding that anyone rule in isolation 
will normally be sufficient to solve our problems. 

VI 

What I have said about the need of abstract rules for the co-ordination 
of the successive actions of any man's life in ever new and unforeseen 
circumstances applies even more to the co-ordination of the actions of 
many different individuals in concrete circumstances which are known 
only partially to each individual and become known to him only as they 
arise. This brings me to what in my personal development was the 
starting point of all these reflections, and which may explain why, 
though at one time a very pure and narrow economic theorist, I was led 
from technical economics into all kinds of questions usually regarded as 
philosophical. When I look back, it seems to have all begun, nearly thirty 
years ago, with an essay on 'Economics and Knowledge" in which I 
examined what seemed to me some of the central difficulties of pure 
economic theory. Its main conclusion was that the task of economic 

~ Btonomi&tI, N.S., IV, 1937, reprinted in IflllillitlwJlil1ll fIIIII &onomic Ortkr. London 
and ClUcago. 1949. 
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theory was to explain how an overall order of economic activity was 
achieved which utilized a large amount of knowledge which was not 
concentrated in anyone mind but existed only as the separate knowledge 
of thousands or millions of different individuals. But it was still a long 
way from this to an adequate insight into the relations between the 
abstract rules which the individual follows in his actions, and the 
abstract overall order which is formed as a result of his responding, 
within the limits imposed upon him by those abstract rules, to the 
concrete particular circumstances wliich he encounters. It was only 
through a re-examination of the age-old concept of freedom under the 
law, the basic conception of traditional liberalism, and of the problems 
of the philosophy of law which this raises, that I have reached what now 
seems to me a tolerably clear picture of the nature of the spontaneous 
order of which liberal economists have so long been talking. 

It turns out to be an instance of a general method of indirectly creating 
an order in situations where the phenomena are far too complex to allow 
us the creation of an order by separately putting each element in its 
appropriate place. It is a sort of order over the particular manifestation of: 
which we have little control, because the rules which determine it 
determine only its abstract character, while the detail depends on the 
particular circumstances known only to its individual members. ~ 
therefore an order which we cannot improve upon but only disturb"bY 
a em tin to chan e b delibeiate arran ement an one of it. The 
onl wa in w . ch we can effective 11ll rove It IS 11ll roVln e 
abstract rules which guide the individuals. This, however, is 0 necesSIty 
a slow and diffiCUlt task, because most of the rules which do govern 
existing society are not the result of our deliberate making, and in 
consequence we often understand only very imperfectly what depends 
on them. As I have mentioned before, they are the product of a slow 
process of evolution in the course of which much more experience and 
knowledge has been precipitated in them than anyone person can fully 
know. This means that, before we can hope successfully to improve 
them, we must learn to comprehend much better than we do now in what 
manner the man-made rules and the spontaneous forces of society 
interact. This will require not only a much closer collaboration between 
the specialists in economics, law, and social philosophy than we have had 
in recent times; even after we have achieved this, all we can hope for will 
be a slow experimental process of gradual improvement rather than any 
opportunity for drastic change. 

It is perhaps understandable that constructivist rationalists, in their 
pride in the great powers of human reason, should have revolted against 
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the dellland for a submission to rules whose significance they do not fully 
understand, and which produce an order which we cannot predict in 
detail. That we should not be able fully to shape human affairs according 
to our wishes went much against the grain of generations which believed 
that by the full use of his reason man could make himself full y master of 
his fate. It seems, however, that this desire to make everything subject to 
rational control, far from achieving the maximal use of reason, is rat1¥r 
an abuse of reason based on a misconception of its powers, and in the end 
leads to a destruction of that free interplay of many minds on which the 
growth of reason nourishes itself. True rational insight into the role of 
conscious reason seems indeed to indicate that one of the most im
portant uses is the recognition of the proper limits of rational control. 
As the great Montesquieu clearly pointed out at the height of the 'age of 
reason': la raison IIIlme a besoin de limites. 

VII 

In conclusion I would like to say a few words in explanation of why I 
have chosen this particular topic for what I regard as my chief public 
address in Japan-the address to the University which has so graciously 
received me as one of its members. I do not think I am wrong in thinking 
that the cult of the explicit use of reason, which has been so important an 
element in the development of European civilization during the last 
three hundred years, has not played the same role in the indigenous 
Japanese evolution. Nor can it probably be denied that the deliberate 
use of reason as a critical instrument in the seventeenth, eighteenth and 
nineteenth centuries is perhaps the main cause of the more rapid develop
ment of the European civilization. It was therefore only natural that, 
when Japanese thinkers began to study the different strands in the 
development of European thought, they should have been most 
attracted by those schools which seemed to represent this rationalist 
tradition in its most extreme and explicit form. To those who were 
seekin the secret of Western rationalism, the stud of the most extreme 
form 0 It, w t ve e construct1vlst rationalism and what I rega.rd 
as an me itimate and erroneous en eration of a characteristic clement 
of the European tra tlOn, was und to appear as the most promising 
Q!th to the diScovery of this secret. • 

Thus it came about that of the various traditions of European philos
ophy that which goes back to Plato in ancient Greece and then was 
revived by Descartes and Hobbes in the seventeenth century and which, 
with Rousseau, Hegel, and Marx and later the philosophical and legal 
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positivists, had carried this cult of reason furthest, was most widely 
studied by the Japanese. The chief purpose of what I have said was to 
warn you that the very schools which have carried furthest what may 
seem most characteristic of the European tradition may have gone as far 
wrong in one direction as those who have not fully appreciated the value 
of conscious reason have gone in another. Reason is like a dangerous 
explosive which, handled cautiously, will be most beneficial, but if 
handled incautiously may blow up a civilization. 

Fortunately, this constructivist rationalism is not the only philosophy 
which the European tradition has to offer-even if it must be admitted 
that it has tinged the views of some of its greatest philosophers, 
including even Immanuel Kant. But at least outside the communist 
world (where constructivist rationalism has indeed blown up a civiliz
ation) you will also find another, more modest and less ambitious 
tradition, a tradition which is less given to building magnificent philo
sophical systems but which has probably done more to create the 
foundation of modem European civilization and particula.rly the 
political order of libera.1ism (while constructivist rationalism has always 
and everywhere been profoundly anti-liberal). Id. a tradition which also 

oes back to classical anti ui ,to Aristotle and Cicero, which was 
tra.nsmi 
A uinas 
. ·tical . oso hers. In the 
opponents of CSWl rationa.lism like Montesquieu, David Hume and 
the Scottish philosophers of his school, in particula.r Adam Smith, who 
built up a true theory of society and of the role of reason in the growth of 
civilization. We owe much also to the great classical German liberals, 
Kant and Humboldt, who, however, as is true also of Bentham and the 
English utilitarians, did not wholly escape thefatal attraction ofRoussea.u 
and French rationalism. In its purer form we then find the political 
philosophy of this school once more in Alexis de Tocqueville and Lord 
Acton; and the foundation of its social theory was clearly restated, for 
the first time after David Hume, in the work of the founder of the 
Austrian School of Economics, Carl Menger. Among contemporary 
philosophers it is particula.rly Professor Karl R. Popper who has 
provided important new philosophical foundations for this strand of 
thought. He has coined for it the name 'critical ra.tjooaJi'm', which I 
think very happily expresses the contrast to the naive rationalism or 
constructivism. It seems to me the best term for describing the general 
position which I regard as the most reasonable onc. 

It was one of the chief aims of my talk to draw your attention to this 
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tradition. I believe that if you will examine it you will find less that is new 
and sta.rtling in it than earlier generations of Japanese found in the 
extreme rationalism of the Descartes-Hegel-Marx school. You may find 
it at first less fascinating and exciting-it does not carry with it the 
peculiar fascination or even intoxication which the cult of pure reason 
engenders. But I hope you will find it not only more congenial. It seems 
to me that. because it is not a one-sided exaggeration which has its roots 
in a peculiar phase of European intellectual development. but provi!es 
a true theory of human nature, it should offer a foundation to the develop
ment of which your own experience should enable you to make import
ant contributions. It is a view of mind and society which provides an 
appropriate place for the role which tradition and custom play in their 
development. It makes us see much to which those brought up on the 
crude forms of rationalism are often blind. It shows us that sometimes 
grown institutions which nobody has invented may provide a better 
framework for cultural growth than more sophisticated designs. 

President Matsushita,1I on another occasion, asked me a question which 
goes right to the heart of the matter but which I was not then at once able 
to answer. He asked, if I understood him rightly, whether a people who 
relied on convention rather than invention for its institutions may not 
sometimes provide more freedom for the individual and therefore more 
scope for evolution than those who attempted deliberately to construct 
all institutions, or tried to remake them according to the principles of 
reason. I believe the answer is Yes. Until we have learnt to recognize the 
proper limits of reason in the arrangement of social affairs, there is great 
danger that in trying to force on society what we think is a rational 
pattern we may smother that freedom which is the main condition for 
gradual improvement. 

6 Dr. Masatoshi Matsushita, President of Rikkyo University, who took the chair when 
this lecture was delivered. 



CHAPTER SIX 

The Results of Human Action 
but not of Human Design*l 

The belief in the superiority of deliberate design and planning over the 
spontaneous forces of society enters European thought explicidy only 
through the rationalist consttuctivism of Descartes. But it has its 
sources in a much older erroneous dichotomy which derives from the 
ancient Greeks and still forms the greatest obstacle to a proper under
standing of the distinct task of both social theory and social policy. This 
is the misleading division of all phenomena into those which are 
'I!!tural' and those which are 'artificial'.1 Already the sophists of the 
fifth century B.e. had struggled with the problem and stated it as the 
false alternative that institutions and practices must be either due to 
nature (phylei) or due to convention (thesei or nomo); and through 
Aristotle's adoption of this division it has become an integral part of 
European thought. 

It is misleading, however, because those terms make it possible to 
include a large and distinct group of phenomena either under the one or 
the other of the two terms, according as to which of two possible 
definitions is adopted that were never clearly distinguished and are to 
the present day constantly confused. Those terms could be used to 
describe either the contrast between something which was independent 

• A French tmnslation of this essay was published in: LlI FontklllWI Pb;/osoph;fJII6l tk.r SYllblul &_""'1. Tcxtes de Jacques Rd et essais rcScIip en son hooneur., Pads 1967. 1 Adam Ferguson, .An BrStg on IIM Hisltlry tU CMI Sotul,J, London, 1767, p. 187: 'Nations stumble upon establishments, which are indeed the result of human action, but not the execution of any human design.' Ferguson refers in this connection to the Mbtoiru tItt Cartlbtal M RIll(, presumably the reference (ed. Pads, 1820, Vol. n. p. 497) to President de BeIlitvre's statement that Cromwell once told him that '00 ne montait jamais si haut que quand on ne Bait Oll l'on va.' 
I Cf. F. Heinimann, NolllOS IItIIl Pbysis, Base1, 1945. 
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3 The ambiguity of the term 'conventional', which may refer either to explicit agreement or to habitual practices and their results, has further contributed to enhance the confusion. • See F. Stuart Qapin, CtilhlraiCikml', New York, 19%8 andM. Mandelbaum, 'SocietaI Facts' in Patrick Gardiner, cd. Tbtorils tU ffislDry, London, 19S9. The term 'cultural' which social anthropologists have adopted as a technical term to describe these phenomena will hardly do for general usage. since most people would hesitate to include, e.g., cannibalism under 'cultural' institutions. 
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understood term through which it could be expressed that certain 
observed regularities in human affairs were not the product of design 
was the term 'natural'. And, indeed, until the rationalist reinterpretation 
of the law of nature in the seventeenth century, the term 'natural' was 
used to describe an orderliness or regularity that was not the product 
of deliberate human will. Together with 'organism' it was one of the 
two terms generally understood to refer to the spontaneously grown 
in contrast to the invented or designed. Its use in this sense had been 
inherited from the stoic philosophy, had been revived in the twelfth 
century,6 and it was finally under its flag that the late Spanish Schoolmen 
developed the foundations of the genesis and functioning of spon
taneously formed social institutions.' 

It was through asking how things would have developed if no 
deliberate acts of legislation had ever interfered that successively all the 
problems of social and particularly economic theory emerged. In the 
seventeenth century, however, this older natural law tradition was 
submerged by another and very different one, a view which in the spirit 
of the then rising constructivist rationalism interpreted the 'natural' as 
the product of designing reason.7 It was finally in reaction to this 
Cartesian rationalism that the British moral philosophers of the eigh
teenth century, starting from the theory of the common law as much as 

Ii Cf. particularly the account in Sten Gagner, Sltilli", t/If' Itlmlgulbkhl' Mr GmIU'bIlll& 
Uppaala. 1960, pp. ZZ,-;fO of the work of Guillaumc des Conchea. especially the paasage 
quoted p. 2.51: 'Et est positiva que est ab hominibua inventa. • •• Naturalia veto que non
est homine inventa.' 

• See particularly Luis Molina, D, ilulilia ,1 iNn, Cologne, 1'96-1600, esp. tom. n, 
disp. '47, No. 5, where he says of natural price that 'naturale dicitur, quoniam et ipaia rebus, 
seclusa quacumque humana lege eo decreto c:onsurgit, dependetur tamen a multis circum
stantiis, quibus variatur, atque ab hominum affectu, ac aestimatione. comparatione diversum 
uaum, interdum pro aolo hominum beneplaclto et arbitrio'. In an interesting but un
published doctoral thesit of Harvard University, W. S. Joyce, TIN &tmollliu of LtmiJ tk 
M4IiM, 1948 (p. 2. of the Appendix 'Molina on Natural Law'), the author rightly says that 
'Molina explains that unlike positive law, natural law la "de objeeto"-m untranslatable 
but very handy ac:holutic term which means very much "in the nature of the cuc"-because 
from the very nature of the thing (IX iprflllHllIIlhIrII,,;) it follows that, for the presetvation 
of virtue or the avoiding of nee, that action should be commanded or forbidden, which the 
natural law commands or forbide. "Hence," Molina continues, "what la commanded or 
forbidden results from the nature of the case and not from the arbitIary will (IX JOiImlal, 
,1 &;10) of the legialator." 

7 The change in the meaning of the concept of reason which this Uanaition involves is 
c:learly shown by a passage in John Locke's early Bmus till"" lA1II of Nahln (ed. by W. von 
Leyden, Oxford, 19'''' p. 11 I) in which he explains that 'By reaaon, however, I do not think 
la meant here that faculty of the understanding which forms traint of thought and deduces 
proo&, but certain definite princ:ip1es of action from which spring all virtues and whatever is 
neccaary for the proper moulding of morals.' Cf. also ibitl., p. 149: 'Por right reason of this 
sort is nothing but the law of nature itself already known.' 
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from that of the law of nature, built up a social theory which made the 
undesigned results of individual action its centraI object, and In parti
cular provided a comprehensive theory of the spontaneous order of the 
market. 

There can be little question that the author to whom more than to any 
other this 'anti-rationalist' reaction is due was Bernard Mandeville.8 

But the full development comes only with Montesquieu9 and parti~ly 
with David Hume,tO Josiah Tucker, Adam Ferguson, and Adam Smith. 
The uncomprehending ridicule later poured on the latter's expression of 
the 'invisible hand' by which 'man is led to promote an end which was no 
part of his intention', 11 however, once more submerged this profound 
insight into the object of all social theory, and it was not until a century 
later that Carl Menger at last resuscitated it in a form which now, yet 

8 The basic idea is already contained in many passages of the original poems of 170" 
especially 

The worst of all the multitude 
Did something for the common good, 

but the fully developed conception occurs only in the second part of the prose commentary 
added more than twenty years latet to TIN Fah" of IIN Btll (see ed. by F. B. Kaye, Oxford, 
19Z4. VoL n, esp. pp. 142.,2.87-8, and 349-,0 and compare Chiaki Nishiyama, TIN TlMory 
of S,/j-LoH. An Etsay ;" IIN M,11xHJoIogy of IIM Sotial Slillllll, ,11., Chicago Ph.D. thesis, June 
196o--esp. for the relation of Mandeville's theories to Menger's). 

• On the influence of Mandeville on Montesquieu see J. Dedieu, MOIII,/pi", ,1 la 
TratliliOll Polilitpll Anglairl, Paris, 1909. 

10 David Hume. Wor.tr, ed. by T. H. Green and T. H. Grosc; Vol. I and IT, A Trllllirloll 
HNman Nahln, VoL rn and IV, Etrayr, MlJral, Polililal, ami Lilerary, esp. 11, p. 296: 'ad
vantageous to the public though it be not intended for that purpose by the inventors'; also 
rn, p. 99: 'if the particular checks and controls, provided by the constitution ..• made it 
not the interest, even of bad men, to act for the public good'; as well as IT, p. 2.89: 'I learn 
to do a service to another without bearing him a real kindness'; and IT, p. 19': 'all these 
institutione arise merely from the necessity of human society.' It is interesting to observe 
the terminological difficulties into which Hume is led because, as a result of his opposition 
to contemporary natural law doctrines, he has chosen to describe as 'artifact', 'artifice', and 
'artificial' precisely what the older natural law theorists had described as 'natural', cf. esp. 
n, p. 2.S8: 'where an invention is obvious and absolutely necessary, it may as probably be 
said to be natural as anything that proceeds immediately from original principles; without 
the intervention of thought and reflection. Though the rules of justice be arlifttial, they are 
not arbitrary. Nor is the expression improper to call them lA1IIr of Nallll"; if by natural we 
understand what is common to any species, or even if we confine it to mean what is in
separable from the species.' Cf. my essay on 'The Legal and Political Philosophy of David 
Hume', reprinted in this volume. Professor Bruno Leoni has drawn my attention to the fact 
that Hume', use of 'artificial' in this connection derives probably from Bdward Coke's 
conception of law as 'artificial reason' which la of COUlSC closer to the meaning the later 
scholastics had given to 'natural' than to the usual meaning of 'artificial'. 

U Adam Smith, An IIIIpIiry Wo IIN NaItIn anti Catms of IIN Wtallh 0' NaliOllJ (1776), Bk. 
IV, H, eel. E. Cannan. London, 1904. VoL I, p. 4U. 
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another eighty years later, seems to have become widely accepted,l:! at 
least within the field of social theory proper. 

There was perhaps some excuse for the revulsion against Smith's 
formula because he may have seemed to treat it as too obvious that the 
order which formed itself spontaneously was also the best order possible. 
His implied assumption, however, that the extensive division of labour 
of a complex society from which we all profited could only have been 
brought about by spontaneous ordering forces and not by design was 
largely justified. At any rate, neither Smith nor any other reputable 
author I know has ever maintained that there existed some original 
harmony of interests irrespective of those grown institutions. What they 
did maintain, and what one of Smith's contemporaries, indeed, expressed 
much more clearly than Smith himself ever did, was that institutions 
had developed by a process of the elimination of the less effective which 
did bring about a reconciliation of the divergent interests. Josiah 
Tucker's claim was not that 'the universal mover of human nature, self 
love' always did receive, but that 'it may receive such a direction in this 

11 Carl Mcnger, UIlllrSIK/mngftI iJIHr tlU ~/W .. S«i4I1IIismutNfl#ll IIIIIl tIw Polilisthm 
o~ i1UhurmtJm, Leipzig. 1883, p. Ib: 'die unbeabsichtigte Reau1tante individueller, 
d.i. individuellen Intereuen verfOlgender Bestrebungen der Volksgliedet • • • die un
beabsichtigte sociale Reau1tante individuell teleologischer Faktoten' (in the English 
translation of this work by F. J. Noc:k, eel. by L Schneider, Problmu of Bttmo1llits tIIIIl 
S«i%gy, Urbana. 1963, p. 158). The more recent revival of this conception seems to date 
from my own article on 'Scientism and the Study of Society', Bt0tr01llita, N. S. IX/H, 
August 1942, p. 276 (in the reprint in TbI Cotllll"..RIIIOllllion of Stimt" Glencoe, Ill. , 1952, p. 
25) where I argued that the aim of social studies is 'to explain the unintended or un
designed results of many men'. From this it appears to have been adopted by Karl Popper, 
'The Poverty of Historicism', E&ono1IIita, N. S. XI/3, August 19440 p. 122 (in the book 
edition, London, 1957, p. 65), where he speaks of 'the undesigned results of human action' 
and adds in a note that 'undesigned social institutions may emerge as lI1Iinlnui«J talUlfJlllllt'S 
of rational atlions'; as well as in TbI Opm S«uly tIIIIl ils EMIIIUS, 4th eeL, Princeton, 1963, Vol. 
II, p. 93, where he speaks of 'the indirect, the unintended and often the unwanted by
products of such actions' (i.e., 'conscious and intentional human actions'). (I cannot agree. 
however, with the statement, ibiJ., p. 323, based on a suggestion of Karl Polanyi, that 'it 
was Marx who first c:onc:eived social theory as the study of the _1111 SDtitII nJImtIssions of 
IIIar(y all 0" atlioN'. The idea was clearly expressed by Adam Ferguson and Adam Smith. to 
mention only the authors to whom Marx was unquestionably indebted.) The conception is 
also used (though perhaps not adopted) by Ernest Nagel, 'Problems of Concept and Theory 
Formation in the Social Sciencca', in Stimt" ~ tIIIIl "Htttmtn Righll (American Phil0-
sophical Aasoc:iation, Eastern Division, Vol. I), Philadelphia, 1952, p. 54. where he says that 
'social phenomena are indeed not generally the intended resulta of individual actions; 
nevertheless the central task of social science is the explanation of phenomena as the un
intended outcome of springs of action'. Similar though not identical is K. R. Merton's 
conception of 'The unanticipated consequences of purposive social action' (ace his article 
under that title in .Anuritan Sotiologkal RIIIi,., 1936, and the further discussion in Soti4I 
TlMry tIIIIl S«ial SIrrI&IIII'I, rev. eeL Glencoe, m, 1957, pp. 61-2). 
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case (as in all others) as to promote the public interest by those efforts it 
shall make towards pursuing its own.'18 

The point in this which was long not fully understood until at last 
Carl Menger explained it clearly, was that the problem of the origin or 
formation and that of the manner of functioning of social institutions 
was essentially the same: the institutions did develop in a particular way 
because the co-ordination of the actions of the parts which they securecL 
proved more effective than the alternative institutions with which they 
had competed and which they had displaced. Tpe theory of evolution of 
traditions and habits which made the formation of spontaneous orders 
possible stands therefore in a close relation to the theory of evolution of 
the particular kinds of spontaneous orders which we call organisms, and 
has in fact provided the essential concepts on which the latter was 
built...!· 

But if in the theoretical social sciences these insights appear at last to 
have firmly established themselves, another branch of knowledge of 
much greater practical influence, jurisprudence, is still almost wholly 
unaffected by it. The . oso dominant in this field le al ositivism, 
still clings to the essentially anthropomorphic view which regar s all 
rules of' usrlce as the roduct of deliberate invention or desi n, and even 
prides itself to ve at t esca m all' uence of that 'meta
physical' conception of 'natural law' from the pursuit of which, as we 
have seen, all theoretical understanding of social phenomena springs. 
This may be accounted for by the fact that the natural law concept 
against which modern jurisprudence reacted was the perverted rationalist 
conception which interpreted the law of nature as the deductive con
structions of 'natural reason' rather than as the undesigned outcome of a 
process of growth in which the test of what is justice was not anybody's 
arbitrary will but compatibility with a whole system of inherited but 
partly inarticulated rules. Yet the fear of contamination by what was 
regarded as a metaphysical conception has not only driven legal theory 
into much more unscientific fictions, but these fictions have in effect 

13 Josiah Tucker, Tbt BI""",ts of Co_er" (1756), reprinted in Josiah Ttder: A Selettion 
fro1ll his 'B&ono1IIk tIIIIl PoIilkal Writingl, ed. R. L. Schuyler, New York, 1931, p. 59. a. also 
my IntIitIitINtIIis tIIIIl &ono",;t Ortler, London and ClUcago, 1948, p. 7. 

U. Carl Menger, I.t., p. 88: 'Dieses genetische Element ist untrennbar von der Idee 
theoretischer WlSSenSChaften'; also C. Nishiyama, I.t. It is interesting to compare this with 
the insight from the biological field stressed by L von Bertalanlfy, Proble1lls of Ufe, New 
York, 1952, p. 134: 'What are called structures are slow processes of long duration, 
functions are quick processes of short duration. If we say that a function such as a con
traction of a muscle is performed by a structure, it means that a quick and short process
wave is superimposed on a long-lasting and slowly running wave.' 
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deprived law of all that connection with justice which made it an in
telligible instrument for the inducement of a spontaneous order. 

The whole conception, however, that law is only what a legislator has 
willed and that the existence of law presupposes a previous articulation 
of the will of a legislator is both factually false and cannot even be con
sistently put into practice. Law is not only much older than legislation or 
even an organized state: the whole authority of the legislator and of the 
state derives from pre-existing conceptions of justice, and no system of 
articulated law can be applied except within a framework of generally 
recognized but often unarticulated rules of justice.a 1.:.here never has 
been and there never can be a' a less' likkmlos s tem of formulated 
. ~ ot 0 Y oes iilade law aim at Justice and not ",eate justice, not 
only has no made law ever succeeded in replacing all the already re
cognized rules of justice which it presupposes or even succeeded in dis
pensing with explicit references to such unarticulated conceptions of 
justice; but the whole process of development. change and inte1;
pretation of law would become; wholly 1JojnteJljgible if we closed our 
eyes to the existence of a framework of such unarticulated rules from 
which the articulated law receives its meanin~.l' The whole of this 
positivist conception of law derives from that factually untrue anthropo
morphic interpretation of grown institutions as the product of design 
which we owe to constructivist rationalism. 

The most serious effect of the dominance of that view has been that it 
leads necessarily to the destruction of all belief in a justice which can be 
found and not merely decreed by the will of a legislator. H law is wholly 
the product of deliberate design, whatever the designer decrees to be 
law is just by definition and unjust law becomes a contradiction in 
terms.17 The will of the duly authorized legislator is then wholly un
fettered and guided solely by his concrete interests. As the most con
sistent representative of contemporary legal positivism has put it, 'From 
the point of view of rational cognition, there are only interests of human 
beings and hence conflicts of interests. The solution of these conflicts 

16 a. Plulus (Dig. 5°.17.1) 'non ex regula ius sumatur, sed ex iure quod est regula fiat'; 
and Accursius (Gloss 9 to Dig. I.l.l.pr.) 'Est lutem ius a iustitia, sicut a matre sua, ergo 
prius fuit iustitia quam ius! 

11 a. H. Kantorowicz, The Definition Dj Law, eel. A. H. Campbell, London, 1918, p. 31 : 
'The whole history of legaI science, particularly the work of the Italian glossators and the 
German pandectistl, would become unintelligible if law were to be considered as a body of 
commands of I sovereign.' 

170'. T. Hobbes, Lwialhtm, Cll. 30, eel. M. Oakeshott, London, 1946, p. 227: 'no law 
can be unjust! 
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can be brought about either by satisfying one interest at the expense of 
another, or by a compromise between the conflicting interests.' 18 

~ll ~t js proved.br this argument, however, is that the approach of 
ratl?nalist const:ruCtlVISm cannot arrive at any criterion of justice. H we 
realize that law IS never wholly the product of design but is judged and 
tested within a framework of rules of justice which nobody has invented 
and which guided people'S thinking and actions even before those rwJes 
were ~er ~r~sed ~ w?rds, ~e obtain, though not a positive, yet still a 
?egatlve cntenon of JUStice which enables us, by progressively eliminat-
109 all rules which are incompatible with the rest of the system, 1 11 

g~ually to approach (though perhaps never to reach) absolute justice. 20 

This means that those who endeavoured to discover something 'nat
urally' (i.e., undesigned1y) given were nearer the truth and therefore more 
'scien~c' than ~ose who insisted that all law had been set ('posited') by 
the deliberate will of men. The task of applying the insight of social 
theory to the understanding of law has, however, yet to be accomplished, 
after a century of the dominance of positivism has almost entirely oblit
erated what had already been accomplished in this direction. 

Because there has been a period in which those insights of social theory 
had begun to affect legal theory; Savigny and his older historical school 
lar~y bas~d on the conception of a grown order elaborated by th~ 
Scottish philosophers of the eighteenth century, continued their efforts 
in wha~ we now call social anthropology and even appear to have been 
the matn channel through which those ideas reached Carl Menger and 
made the revival of their conceptions possible.21 That in this respect 

~: Hms Kelscn, WINzI il Jllltit'~' .l!nivcrsity of Califomia Press, 1960, pp. 21-2. 
. On the problem of compattbility of the several rules as test, see now the interesting 

studi~ by JUrgen von Kempski, collected in R«hl IIIId Polilik, Stuttgart, 1965, and his 
essay ~rund1~ zu einer Strukturtheorie des Rechts', Abhantiltlllgetl der willlr- IIIId 
Sotl411111SHII#INzjlli&hm IGuIl tier AIt4M.il tier WimtutlNzjl", IIIId tkr Ulerahlr in Mainz, Jg. 
1961, No. 2. 

~ The concepa,on of a negative test of the justice of legaI rules (essentially of the kind at 
~hl~ thel~.~osophrofI. ~ta~med) ~hich would enable us continuously to approach 
/us!'ce .by eli~ttng al1l11COflS1Stendes or l11compatibllities from the whole body of rules 
of /ustt~ of which at anyone time a large part is always the common and undisputed 
posses&1on of the members of a given civifu:ation, is one of the central points of a book on 
which I am at present working. 

B1 For the channels through which the ideas of Burke (and through Burke, those of 
David Hume) appear to have reached Slvigny see H. Ahrens, Die RNhllphilolophi, oJer Jal 
NilllllTuht, 4th ed. Wien, 1814. p. 6+ This book was probably also one of Carl Menger's 
first sources of infonnation. On Savigny and his school, d. also the acute observations of 
E. Ehrlich, ''''ft1iHheLAgik, Tllbingen, 1918, p. 84: 'Burke, Slvigny und Puchta ••• 
vcrstehen, was unmer verkannt wird, unter Volk oder Nation cIasselbe, was wir hcute aIs 
~~ im Gegensatz zum Staate bezeichnen, allerdings in nationaler Begrenzung'; and 
Sir Frederlck Pollock, Oxfortll..Adtns IIIIIi Olher DU_Ill, London, 1890, pp. 4f-2: 'The 
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Savigny continued or resumed the aim of the older natural law theorists 
has been concealed by his righdy directing his argument against the 
rationalist natural law theories of· the seventeenth and eighteenth 
centuries. But though he thereby helped to discredit that conception of 
natural law, his whole concern had been to discover how law had arisen 
largely without design, and even to demonstrate that it was impossible 
by design adequately to replace the outcome of such natural growth. The 
natural law which he opposed was not the natural law to be discovered 
but the natural law which was deductively derived from natural reason. 

But if for the older historical school, though they spurned the word 
'natural', law and justice were still given objects to be discovered and 
explained, the whole idea of law as something objectively given was 
abandoned by positivism, according to which it was regarded as wholly 
the product of the deliberate will of the legislator. The positivists no 
longer understood that something might be objectively given although 
it was not part of material nature but a result of men's actions j and that 
law indeed could be an object for a science only in so far as at least part of 
it was given independendy of any particular human will: it led to the 
paradox of a science which explicidy denied that it had an object. 211 

Because, if 'there can be no law without a legislative act', 18 there may 
arise problems for psychology or sociology but not for a science of law. 

The attitude found its expression in the slogan which governed the 
whole positivist period: that 'what man has made he can also alter to 
suit his desires'. This is, however, a complete 1IOn-seqtlilllr if 'made' is 
understood to include what has arisen from man's actions without his 
design. This whole belief, of which legal positivism is but a particular 
form, is entirely: a product of that Cartesian constructivism which must 
deny that there are rules of justice to be discovered because it has no 

doctrine of evolution is nothing else than the historical method applied to the facts of 
nature, the historical method is nothing else than the doctrine of evolution applied to 
human societies and institutions. When 0lar1es Darwin created the philosophy of natural 
history (. • • ), he WlIS working in the same spirit and towards the same ends as the great 
publiciats who, heeding his fields of labour as little as he heeded theirs, had laid in the 
patient study of historical facts the bases of a solid and rational philosophy of politics and 
law. Savigny whom we do not yet know and honour enough, or our own Burke, whom we 
know and hc:nour but cannot honour too much, were Darwinians before Darwin. In some 
measure the same may be said of the great Frenchman Montesquieu, whose unequal but 
illuminating genius WlIS lost in a generation of formalists.' The claim to have been 'Du
winians before Darwin' was. however, first advanced by the theorists of language (see 
August Sehleicher Di, D~ ThmU IIIIIi tIi, Sprtl&DlIIirmmbajl, Weimar, 1869, and Mu 
Miller, 'Lectures ~ Mr. Darwin's Philosophy of Language', Frat".'1 A£zg~fII, Vol. VII, 
1893, p. 662) &om whom Polloc:k seems to have borrowc:ct ~e phrase. 

ss Cf. Leonard Nelaon, Rlthlnmmuthajlomu RHhI, LeipZIg, 1917. 
la John Austin, J"isjJrtltlmtl, third edition, London, 1872 , p. SH. 
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room for anything which is 'the result of human action but not of human 
design' and therefore no place for social theory. While on the whole we 
have now successfully expelled this influence from the theoretical 
sciences of society-and had to, to make them possible-the conceptions 
which today guide legal theory and legislation still belong almost wholly 
to this pre-scientUic approach. And though it was French social 
scientists who earlier than others had clearly seen that from the famou .. 
Discollrs tk/a Mlthotk 'il etait sorti autant de deraison sociale et d'aber
rations metaphysiques, d'abstractions et d'utopies, que de donnees 
positives, que s'il menait a Comte il avait aussi mene a Rousseau',24 it 
would seem at least to the outsider that in France, even more than else
where, law is still under its influence. 

SUPPLEMENTARY NOTES 

I. Sten Gagn~r, SllIIiim rqn-ltkmgmDitDI, tkr ~lItwblllrl, Uppaala 1960, pp. 208 and 242, 
~hows *,t the terms 'natural law' and 'positive law' derive from the introduction by Gellius 
In the second century A.D. of the laria adjectives naJ"alir and porililllll to render the meaning 
of the Greek nouns pbylil and IlHsis. 'Ibi8 indicates that the whole confusion involved in the 
dispute between legal positiviam and the theoriea of the law of nature traces back directly 
to the falae dichotomy here discussed, since it should be obvious that systems of legal rules 
(and therefore alao the individual rules which have meaning only as part of such a system) 
belong to those cultural phenomena which are 'the result of human action but not of human 
design'. See on thia also chapter 4 above. 

2. Hen Christoph Eucken has drawn my attention to the fact that the contrast that is drawn 
in the openingaentence of Herodotua' Hirltlriu between what has arisen from [the actions of) 
men (ItIUM_1X lIIIIhr6jJ1111) and their great and astounding works (trgll1lllgllla Mai IDo1lliU11I) 
suggests that he was more aware of the distinction here made than was true of many of the 
later ancient Greeks. 

u Albert Sore], 'Comment j'ai lu la "RCforme Sociale",' RQf1f'1III StKial" 1St November, 
t~, p. 614, quo.ted by A. Scha~ ViNIi"itltia/imn ~ 11 PJ&iIIII, Paris, 1907, p. 41, 

which together 'Wlth H. Michel, L 1& tk rElIII, 3td ed., Paris, 1898, is most instructive on 
thia inftuence of Cartealaniam on French aoc:ial thought. 
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CHAPTER SEVEN 

The Legal and Political Philosophy 
of David Hume* 

It is always misleading to label an age by a. name whi~ suggest~ that ~t 
was ruled by a common set of ideas. It parttcularly falsifies the p1cture if 
we do this for a period which was in such a state of ferment as was the 
eighteenth century. To lump together under the name of , enlightenment' 
(or AujkllJrllllg) the French philosophers from Voltaire to Condorcet .on 
the one hand and the Scottish and English thinkers from Mandeville 
through H~e and Adam Smith to Edmund Burke on the other, is to 
gloss over differences which for the influence of the~e ~~ o~ the n~t 
century was much more important than any SUperfiC1al similarity which 
may exist. So far as David Hume in parti~ is co.ncemed, ~ much 
truer view has recently been expressed when It was Said that he turned 

* A public lecture delivered at the University of Freiburg on July 18, 1963 and 
published in 11 Politieo, XXVIn/4. 1963. The reference to the philosophical works of H~e 
will be throughout to the editions of T. H. Green and T. H. Grose, namely A Trllllll' of 
Htmtllll NattIlY two volumes, London, 1890 (which will be referred to as I and IT) and Erlayl, 
Moral, PoIiti&td, IlIIIi Lil".my, two volumes, London. 1815 (which will be ~ to ~ I~I 
and IV). The references to Hume's Hislory of &gland will be to the quarto edition III IS1X 

volumes, London. 176a. .., 
Since the first publication of this essay a number of Continental studies of Hume s Legal 

Philosophy have come to my notice. of which the most important is Georgea Vlachos, 
Brsai IIIr 14 polititpll tII Htmt" Paris (Domat-Monchreticn), 19H. Oth~ are: G. Lavioaa, La 
ft/olDfia stimlifiea till tlirillD in Ingbilllt'ra, Pari' I, Da BaeonI a ~" T~ 1897, pp. 6~7-8~.o; 
W Wallenfe1s Di, RleblrpbilorophU DaWJ HJlmIl, Doctoral Dissertation at the UruverSlty 
of' Gottingen,' 1938; L Bagolini, ~a gillritJiea ~ ~~ po~/i; .. 1141 pmsilri1 !i I?,,!,id 
Htmt" Siena, 1947; and Sllvana Caatignone, 'La Dottrma ~ 0 gtuatlZla III J?.Hume ~ ~1I11!a 
InllrllaliDNJil di Filorojia di DirillD, xxxvm, 1960 and'Dmtto naturale e diritto poSlttvo III 

Dand Hume', ibid., XXXIX, 196a. 
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against the enlightenment its own weapons' and undertook 'to whittle 
down the claims of reason by the use of rational analysis'. 1 

The habit of speaking of the AIIjkllJrtIIIg as if it represented a homo
geneous body of ideas is nowhere so strong as it is in Germany, and 
there is a definite reason for this. But the reason which has led to this 
view of eighteenth-century thought had also had very grave and, in my 
opinion, regrettable consequences. This reason is that the Englisa.ideas 
of the time (which were, of course, mainly expounded by Scotsmen-but 
I cannot rid myself of the habit of saying 'English' when I mean 'British') 
became known in Germany largely throu2h French intermediaries and 
in French interpretations-and often misinterpretations. It appears to 
me to be one of the great tragedies of intellectual and political history 
that thus the reat ideals of litica1 freedom became known on the 
Continent almost exclusively in the form in which the French, a peop e 
who had never known liberty. interpreted traditions, institutions and 
ideas which derived from an entirely different intellectual and political 
~. They did this in a spirit of constructivist intellectualism, which 
I shall briefly call rationalism, a spirit which was thoroughly congenial 
to the atmosphere of an absolute state which endeavoured to design a 
new centralized structure of government, but entirely alien to the older 
tradition which ultimately was preserved only in Britain. 

The seventeenth century, indeed, had on both sides of the Channel 
been an age in which this constructivist rationalism dominated. Francis 
Bacon and Thomas Hobbes were no less spokesmen of this rationalism 
than Descartes or Leibniz-and even John Locke could not entirely 
escape its influence. It was a new phenomenon which must not be con
fused with ways of thought of earlier times which are also described as 
rationalism. Reason was for the rationalist no longer a capacity to 
recognize the truth when he found it expressed, but a capacity to arrive 
at truth by deductive reasoning from explicit premises. la The older 
tradition, which had been represented by the earlier theorists of the law 
of nature, survived chiefly in England in the works of the great common 
lawyers, es-pccially Sir Edward Coke and Matthew Hale, the opponents 
of Bacon and Hobbes, who were able to hand on an understanding of the 

1 S. s. Wolin, 'Hume and Conservatism', Amlrilllll Polilieal SeietUI Rlllillll, XLVIn, 19504, 
p.lOOl. 

S John Locke seems to have been clearly aware of this change in the meaning of the term 
'reason'. In his recendy published Brlayl on Ibt 1...tz7II of NattIlY (ed. W. von Leyden, Oxford. 
19~4. p. III) he wrote: 'By reason, however, I do not think is meant here that faculty of 
the understanding which forms trains of thought and deduces proofs, but cettain definite 
principles of action from which spring all virtues and whatever is necessary for the proper 
moulding of morals.' 
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growth of institutions which was elsewhere displaced by the ruling 
desire deliberately to remake them. 

But when the attempt to create also in England a centralized absolute 
monarchy with its bureaucratic apparatus had failed, and what in 
Continental eyes appeared as a weak. government coincided with one of 
the greatest upsurges of national strength and prosperity which are 
known to history, the interest in the prevailing undesigned, 'grown' 
institutions led to a revival of this older way of thinking. While the 
Continent was dominated during the eighteenth century by con
structivist rationalism, there grew up in England a tradition which by 
way of contrast has sometimes been described as 'anti-rationalist'. 

The first great eighteenth-century figure in this tradition was Bemard 
Mandeville, originally a Dutchman, and many of the ideas I shall have to 
discuss in connection with David Hume can be found in lIIICe already in 
the writings of the former.s That Hume owes much to him seems to be 
beyond doubt. I shall discuss these ideas, however, in the fully developed 
form which only Hume gave them. 

Almost all these ideas can be found already in the second part of the 
Treatise on HN11Ian Nature which he published at the age of twenty-nine in 
1740 and which, though it was almost completely overlooked at first, is 
today universally acknowledged as his greatest achievement. His Essays, 
which began to appear in 1742., the Bnqtdry c01l&eming the Principles of 
Morals, in which nine years later he attempted to restate those ideas in 
briefer and more popular form, and his History of England, contain some
times improved formulations and were much more effective in spreading 
his ideas; but they added little that is new to the first statement. 

Hume is of course known mainly for his theory of knowledge, and in 
Germany largely as the author who stated the problems which 
Immanuel Kant endeavoured to solve. But to Hume the chief task was 
from the be . a eneral science of human nature for whiCh morals 
an po tiCS were as important as the sources 0 know edge. And it 
would seem probable that in those fidds he awoke Kant as much from 
his 'dogmatic slumber' as he had done in epistemology. Certainly Kant, 
but also the two other great German liberals, Schi1ler and Humboldt, 
still knew Hume better than was true of later generations, which were 
entirely dominated by French thought, and particularly by the influence 
ofRousseau. Bl1t Hume as a political theorist and as a historian has never 
been properly appreciated on the Continent. It is characteristic of the 

a Sec C. Nisbiyama. ~ I{e:r "f,if-Lw: .A. Etlay UII tlw ~Jov.D/I" SD&iai Stimell, 
IRIIi Bspt&iall.1 D/ & __ 111, with Spuial RljIrflUlID Bmlartl MmulnilU, UD1versity of Chicago, 
PhD. Thesis (Mitneogtaphed), Chicago, 1960• 
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~.slea~g generalizations about the eighteenth century that even today 
It IS still largely regarded as a period which lacked historical sense, a 
statement which is true enough of the Cartesian rationalism which ruled 
in France, but certainly not of Britain and least of all of Hume who could 
describe his as 'the historical age and [his] as the historical nation'.' 

The neglect of Hume as a legal and political philosopher is, however, 
not confined to the Continent. Even in England, where it is now at list 
recognized that he is not merely the founder of the modern theory of 
knowledge but also one of the founders of economic theory, his political 
and still more his legal philosophy is curiously neglected. In works on 
jurisprudence we will look in vain for his name. The systematic philo
sophy of law begins in England with Jeremy Bentham and John Austin 
who were both indebted mainly to the Continental rationalist tradition
Bentham to Helvetius and Beccaria, and Austin to German sources. 
But the greatest legal philosopher whom Britain produced before 
Bentham and who, incidentally, was trained as a lawyer, had practically 
no influence on that development.6 

This is the more remarkable as Hume gives us probably the only com
prehensive statement of the legal and political philosophy which later 
became known as liberalism. It is today fairly generally recognized that 
tl;e • programme of nineteenth-century liberalism contained two 
distinct and 10 so~ trls .even antagonistic elements. liberalism propc:r 
~the democratic tion. Of these only the second, democracy, is 
essentially French in origin and was added in the course of the French 
revolution to the older, individualistic liberal tradition which came from 
E:ngland. The uneasy partnership which the two ideals kept during the 
runeteenth century should not lead us to overlook their different 
character and origin. ~ liberal ideal of personal liberty was first 
formulated in En land which throu hout the ei hteenth cen had 
been the envied land of li and whose 0 ti lOstitutions and 
4....octrines served as models for the theorists sewhere. These doctrines 
were those of the Whig party, the doctrines of the Grorious Revolution 
of 1688. And it is in Hume, and not, as is commonly believed, in Locke, 
who had provided the justification of that revolution, that we find the 
fullest statement of that doctrine. 

H this is not more widely recognized, it is partly a consequence of the 
erroneous belief that Hume himself was a Tory rather than a Whig. He 

6 TlwL«tursDjD.,itllINml, cd. by J. Y. T. Greig, London, 19~Z. Vol. 11, p. 444-
6 My attention was first directed to these parts of Humc's works many years ago by 

Professor Sir Arnold Plant, whose development of the Humean theory of property we are 
still eagerly awaiting. 
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acquired this reputation because in his History, as an eminently just man, 
he defended the Tory leaders against many of the unfair accusations 
brought against them-ruld, in the religious field, he chided the Whigs 
for the intolerance which, contrary to their own doctrine, they showed 
towards the catholic leanings prevalent among the Tories. He himself 
explained his position very fairly when he wrote, with reference to his 
History, that 'my views of things are more conformable to Whig 
principles; my representations of persons to Tory prejudices'.' In this 
respect such an arch-reactionary as Thomas Carlyle, who once described 
Hume as 'the father of all succeeding Whigs', 7 saw his position more 
correctly than most of the democratic liberals of the nineteenth and 
twentieth centuries. 

There are of course some exceptions to the common misunderstanding 
and neglect of Hume as the outstanding philosopher of liberal political 
and legal theory. One of these is Friedrich Meinecke who in his Enlsll
hllllg des HistorismllS clearly describes how for Hume 'der Sinn der 
englischen Geschichte [war], von einem govml1IImt of 1IIIn zu einem 
g0Vlf'1l1llmt of Ia1II zu werden. Diesen unendlich miihsamen, ja hisslichen, 
aber zum Guten endenden Pro2:ess in seiner gan2:en Komplikation und 
in allen seinen Phasen anschaulich zu machen, war oder wurde vielmehr 
sein Vorhaben. ••• Eine politische Grund- und Hauptfrage wurde so 
zum Generalthema seines Werkes. Nur von ihm aus ist es, was bisher 
immer iibersehen wurde, in seiner Anlage und Stoffauswahl zu ver
stehen.'8 

It was not Meinecke's task to trace this interpretation of history back 
to Hume's philosophical work where he could have found the theoretical 
foundation of the ideal which guided Hume in the writing of his History. 
It may be true that through his historical work Hume did more to spread 
this ideal than through his philosophical treatment. Indeed, Hume's 
History did probably as much to spread Whig liberalism throughout 
Europe in the eighteenth century as Macaulay's History did in th,e 
nineteenth. But that does not alter the fact that if we want an explicit and 
reasoned statement of this ideal, we must turn to his philosophical 
works, the Trlll/is, and the easier and more elegant exposition in the 
Bsst!1s and 'EnqtlirilS. 

It is no accident that Hume develops his political and legal ideas in his 
philosophical work. TW=Y are most intimately connected with his 

• E. M. Mossner, Uf' of DfR1iIl H_, London, 1954. p. JII. For • survey of Humc', 
relations to Whigs and Tories. sce Bugene Miller, 'David Humc: Whig or Tory?', N"" 
I~rI RIll;", 1/4. Olic:ago, 1961. 

7 Thomas Carlylc, 'Boswdl', Life of Jobnson'. 
• Friedrich Meinecke, Di, '&lsl,1nIIIg tlu Hislorimlll, 1938, Vol. I, p. 134. 
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eneral hilosophical conce tions, es cia11 with his sce tical views on 
• e 'narrow oun s 0 uman understan . g'. His concern was human 

nature in general, and his theory of knowledge was intended mainly as a 
step towards an understanding of the conduct of man as a moral being 
and a member of society. What he ~roduced was above all a theory of the 
&!,owth of human institutions w Ch became the basis of his case for 
li and the foun tion of the work of the reat Scottish ral 
ehilosophers, 0 am Ferguson; Adam Smith and Dugald Stewart, 
who are tOday recogni2:ed as the chief ancestors of modern evolutionary 
anthropology. His work also provided the foundation on which the 
authors of the American constitution built' and in some measure for the 
political philosophy of Edmund Burke which is much closer to, and 
more directly indebted to, Hume than is generally recogni2:ed.10 

Hume's starting point is his anti-rationalist theory of morals which 
shows that, so far as the creation of moral rules is concerned, 'reason of 
itself is utterly impotent' and that 'the rules of morality, therefore, are 
not conclusions of our reason'. 11 He demonstrates that our moral beliefs 
are neither natural in the sense oflnnate, nor a ddiberate 1Ovention of 
quman reason, but an 'artifact' 10 the speCial sense 10 whiCh he intrOduces 
this term, that IS, a erOduct of cultural evolution, as we would call it. In 
this rocess of evolution what roved conducive to more effe~ 
human effo survived an e ess e eCtlve was su erseded. As a recent 
writer put it somewhat pointedly, 'Standards of morality an JUStice are 
what Hume calls "artifacts"; they are neither divinely ordained, nor an 
integral part of original human nature, nor revealed by pure reason. They 
are an outcome of the practical experience of mankind, and the sole 
consideration in the slow test of time is the utility each moral rule can 
demonstrate towards promoting human welfare. Hume may be called a 
~recursor to Darwin in the field of ethics. In effect, he proclaimed a 
doctrine of the survival of the fittest amon human conventions
fittestnotintermso go teeth but in terms of maximumsOCl u ty.'UI 

It is, however, in his analYSIS of the arcumstances which determined 
the evolution of the chief legal institutions, in which he shows why a 
complex civilization could grow up only where certain types of legal 
institutions developed, that he makes some of his most important con
tributions to jurisprudence. In the discussion of these problems his 

tI Douglas Adair, 'That politics may be reduced to a science. David Hume, James 
Madison and the Federalist', HM!d;"glrltl Library Quarllr/y, Xx, 19H 

10 H. B. Acton, 'Prejudice', &m. I"lmlaJionak tk Philosophil, XXI, 1951 
11 II, p. 131 

12 C. Bay, TIN SIrti&I., ofFrudo"" Stanford University Press, 1958, p. B 
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economic and his legal and political theory are intimately connecte~. 
Hume is indeed one of the few social theorists who are clearly aware of 
the connection between the rules men obey and the order which is 
formed as a result. 

The transition from explanation to ideal does not, however, involve 
him in any illegitimate confusion of explanation and recommendation. 
Nobody was more critical of, or explicit about the impossibility of, a 
logical transition from the is to the ollght,18 about the fact that 'an active 
principle can never be founded on an inactive' one.14 What he under
takes is to show that certain characteristics of modem society which we 
prize are dependent on conditions which were not created in order to 
bring about these results, yet are nevertheless their indispensable pre
suppositions. They are institutions 'advantageous to the public though 
••. not intended for that purpose by the inventors'.1II Hume shows, in 

, effect, that an orderly society can develop only if men learn to obey 
certain rules of conduct. 

The section of the Treatise which deals 'Of the Origin of Justice and 
Property' and which examines 'the manner in which rules of justice are 
established by the artifice of men'u is his most significant contribution in 
this field. It sets out from the fact that it is life in society which alone gives 
tli'at weak animal, man, his exceptional powers. He concisely describes 
the advantages of the 'partition of employments'17 (what Adam Smith 
was to make popular under the Mandevillian term 'division of labour') 
and shows how the obstacles to union in society are gradually overcome. 
The chief ones among these are firsdy every individual's predominant 
concern with the needs of his own or of his immediate associates, and 
secondly the scarcity (Hume's term!) of means, i.e., the fact that 'there is 
not a sufficient quantity of them to supply everyone's desires and 
necessities' .18 t is thus 'the concurrence of certain lilies of the human 
mind with the silllation 0 ext objects'u which forms the obstacles to 
~mooth collaboration: 'The qualities of mind are selfishness and limit,d 
generosi : And the situation of external ob' ects is their , &Jj(jfj 'I • oined 
to e1t scaraty in comparison of the wants an estteS or them.'1O Were 
it not for those facts, no laws would ever have been necessary or have 

un. p. 24S. 
14.n. p. 13S. 
16 n, p. 19li. . 
16 n. pp. 1S8-73. Note Hume's acknowledgement of his indcbtedocas to H. Grotius, IV, 

P·17S· 11 n,p. ZS9. 
un. p. 161. 
Itn. p. z66. 
so n. pp. 166-7. 
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been thought of: 'if men were supplied with everything in the same 
abundance, or if everyone had the same affection and tender regard for 
everyone as for himself, justice and injustice would be equally unknown 
among man kind.'21 'For what purpose make a partition of goods, when 
everyone has already more than enough? ... Why call this object mine, 
when, upon seizing of it by another, I need but stretch out my hand to 
possess myself of what is equally valuable? Justice, in that case, being. 
totally lISeless, would be an idle ceremonial.'u IJ is thus 'only from the 
~shness and confined generosity of men, along with the scanty pro
visions nature hiS made for his wants, thlit Justice derives its ori in.'23 

~t IS us e nature 0 ctrcumstances, w t Hume calls 'the 
necessity of human society', that gives rise to the 'three fundamental laws 
of nature':" those of 'the stabili of ossession, of its transference by 

e pe ormance of romises'l5 of w e woe 
system 0 w IS mere y an boration. These rules were, however, not 
deliberately invented by men to solve a problem which they saw 
(though it has become a task of legislation to improve them). Hume takes 
great pains to show for each of these rules how self-interest will lead to 
their being increasingly observed and £inally enforced. 'The rule con
cerning the stability of possession', he writes, for instance, 'arises 
gradually, and acquires force by slow progression, and our repeated 
experience of the inconveniences of transgressing it.'16 Similarly, 'it is 
evident that if men were to regulate their conduct [as regards the keeping 
of promises] by the view of a particular interest, they would involve them
selves in endless confusion.'17 He points out that, in like manner as 
rules of justice arise, 'are languages gradually established by human 
conventions without any promise. In like manner gold and silver 
become the common measure of exchange.'18 Law and morals, like 
language and money, are, as we would say, not deliberate inventions 
but grown institutions or 'formations'. To guard against the impression 
that his ·emphasis on proven utility means that men adopted these 
institutions because they foresaw their utility, he stresses that in all his 

tl n. p. 167. 
III IV, p. 180. 
11 n, pp. 167-8. The whole passage is in italics. 
M Cl. n. p. 1 S 8: 'Though the rules of justice be Ilt'lijili4I, they are not Ilt'bilrary. Nor is the 

expression improper to call them r...a..J of Nalw,; if by natural we understand what is 
common to any species, or even if we confine it to mean what is inseparable from the 
apedes.' 

16 n. p. Z93. 
san, p. z63. 
11n. p. 318. 
11 n. p, 163, cf. IV, p. Z7S. 
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references to utility he 'only suppose[s] those reflections to be formed at 
once which in fact arise insensibly and by degrees' .11 

Rules of this sort must be recognized before people can come to agree 
or bind themselves by promise or contract to any form of government. 
Therefore, 'though it be possible for men to maintain a small un
cultivated society without government, it is impossible they should 
maintain a society of any kind without justice, and the observance of 
those three fundamental laws concerning the stability of possession, its 
translation by consent, and the performance of promises. These are, 
therefore, antlcldent to gOVlf1lllllnt, though government, IIjJon its ftrst 
Istablishlllmt, would naturally be supposed to derive its obligation from 
those laws of nature', and in particular from that concerning the per
formance of promises.80 

Hume's further concern is chiefly to show that it is only the univers~ 
application of the same 'general and inflexible rules of justice' which w!ll 
secure the establishment of a general order, that this and not any parti
cular aims or results must guide the application of the rules if an order is 
to be the result. Any concern with particular ends of either the in
dividuals or the community, or a regatd for the merits of particular in
dividuals, would entirely spoil that aim. This contention is intimately 
bound up with Hume's belief in the short-sightedness of men, their 
propensity to prefer immediate advantage to distant gain, and their 
incapacity to be guided by a proper appreciation of their true long-run 
interest unless they bind themselves by general and inflexible rules which 
in the particular case are applied without regard to consequences. 

These ideas, first developed in the Treatisl from which I have so far 
mainly quoted, become more prominent in Hume's later writing, in 
which they are also more clearly connected with his political ideals. The 
most concise statement of them will be found in the Appendix m to the 
BnqtIiry conceming the PrincipIIs of Morals.81 I would recommend to all who 
wish to become acquainted with Hume's legal philosophy to begin with 

Itn, p. ~74. 
80 n, p. ~06, first group of italics added. 
81 Cf. n, p. 301: men 'prefer any trivial advantage that is present to the maintenance of 

order in society which so much depends on the obscIvance of justice. ••• You have the 
same propcnsion that I have, in favoUI of what is contiguous above what is remote'; ~d n. 
p. 30 3: 'Here then is the origin of civil government and society. Men arc not able radically 
to c:urc, either in themselves or others. that narrowness of soul which makes them prefer the 
present to the remote. They cannot change their natUIc6. All they can do is to change their 
situation, and render the observance of justice the immediate intcrcat of some parti
c:uIar persons •••• But this execution of justice. though the principal. is not the only ad
vantage of government ••••• Not contented to protect men in those conventions they 
make for their mutual interest, it often obliges them to make such conventions. and 
forces them to seck their own advantage, by concurrence in some common end or purpose. 
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those six pages (171-8 of Volume 11 of the standard edition of the 
Essays) and to work backwards from them to the fuller statements in the 
Treatisl. But I shall continue to quote mainly from the Treatise, where the 
individual statements often have greater freshness, even though the 
exposition as a whole is sometimes rather prolix. 

The weakness of men's minds (or the 'narrow bounds of human under
standing' as Hume would say, or their inevitable ignorance, as I sllould 
prefer to express it) would, without fixed rules, have the result that they 
'would conduct themselves, on most occasions, by particular judgments, 
and would take into consideration the characters and circumstances of 
the persons, as well as the general nature of the question. But it is easy to 
observe that this would produce an infinite confusion in human society, 
and that the avidity and partiality of men would quickly bring disorder 
into the world, if not restrained by some general and inflexible 
principles! sa 

The rules of law, however, 'are not derived from any utility or 
advantage which either the particular person or the public may reap from 
his enjoyment of any particular goods ..•• Justice in her decisions never 
regards the fitness or unfitness of objects to particular persons, but 
conducts herself by more extensive views.'33 In particular: 'The relation 
of fitness or suitableness ought never to enter into consideration, in 
distributing the properties of mankind!M A single act of justice is even 
'frequendy contrary to the pllbli& interlst; and were it to stand by itself, 
without being followed by other acts, may, in itself, be very prejudicial 
to society .••• Nor is every single act of justice, considered apart, more 
conducive to private interest than to public .•.. But, however single 
acts of justice may be contrary, either to public or to private interest, it is 
certain that the whole plan or scheme is highly conducive, or indeed 
absolutely requisite, both to the support of society and the wellbeing of 

811 n, pp. ~98-9. Cf. also n, p. 318: 'it is evident that if men wcrc to rcgulate their conduct 
in this particular [the appointment of magisttatca] by the view of a particular inl".,JI, either 
public or private, they would involve themselves in endless confusion, and would render all 
government, in a great measure, ineffectual. The private intercat of everyone is different; 
and though the public interest in itsclfbc always onc and the same, yet it bccomca the source 
of great dissensions. by reason of the different opinions of particular persons concerning 
it •.•• were wc to follow the same advantage, in assigning particular possessions to 
particular persons. wc should disappoint OUI end, and perpetuate the confusion which 
that rule is intended to prevent. We must, therefore, proceed by general rulca, and re
gulate ourselves by general interests.' 

83 n, p. ~73. 
Mn, p. 283. 

There is no quality in human natUIc which causca more fatal errors in our conduct, than 
that which leads us to prefer whatever is (304) prcaent to the distant and remote.' 
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every individual.'36 Or, as Hume puts it in the Appendix to the Enqtliry, 
'the benefit resulting from [the social virtues of justice and fidelity] is not 
the consequence of every individual single act; but arises from the whole 
scheme or system, concurred in by the whole, or the greater part of 
society •... The result of the individual act is here, in many instances, 
directly opposite to that of the whole system of actions; and the former 
may be extremely hurtful, while the latter is, to the highest degree, 
advantageous. . . • Its benefit arises only from the observance of the 
general rule; and it is sufficient, if compensation is thereby made for all 
the ills and inconveniences which flow from the particular characters 
and situations.'88 

Hume sees clearly that it would be contrary to the whole spirit of the 
system if individual merit rather than those general and inflexible rules 
of law were to govern justice and government: were mankind to 
execute a law which . . • 'assigned the largest possession to the most 
extensive virtue, and gave everyone the power of doing good according 
to his inclinations ... so great is the uncertainty of merit, both from its 
natural obscurity, and from the self-conceit of every individual, that no 
determinate rule of conduct would ever follow from it, and the total 
dissolution of society must be the immediate consequence.'l? This 
follows necessarily from the fact that law can deal only with 'the external 
performance [which] has no merit. [While] we must look within to find 
the moral quality."S In other words, there can be no rules for rewarding 
merit, or no rules of distributive justice, because there are no circum
stances which may not affect merit, while rules always single out some 
circumstances as the only relevant ones. 

I cannot pursue here further the extent to which Hume elaborates the 
distinction between the general and abstract rules of justice and the 
particular and concrete aims of individual and public action. I hope what 
I have already said will suffice to show how central this distinction is for 
his whole legal philosophy, and how questionable therefore is the 
prevalent view which I have just found tersely expressed in an otherwise 
excellent .Freiburg doctoral dissertation that 'Die moderne Geschichte 
des Begriffes des allgemeinen Gesetzes beginnt mit Kant.'81 What Kant 

a& n. p. 169. This passage shows particulat1y c:leatly that Hume's utilitarianism was what 
is now called 'restricted' and not an 'atreme' utilitarianism. 0'. I. I. C. Smart, 'Extreme 
and Rcstric:ted Utilitarianism', PbiIosop/littUQIIIIrl"./y, VI, 19S6, and H. J. McCloskey, 'An 
Examination of Restricted Utilitarianism', PbilMopbittU RIll;"', LXVI, 19". 

le IV, p. 173. 
nIV,p. 187· 
ss n. p. 1S1. 
at Komad Huber, Mtu~1t - RM/J1sgm1t, BeJIin, 196" p. IH. 
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had to say about this seems to derive directly from Hume. This becomes 
even more evident when we turn from the more theoretical to the more 
practical part of his discussion, especially his conception of the govern
ment of laws and not of men40 and his general idea of freedom under the 
law. It contains the fullest expression of the Whig or liberal doctrines 
which was made familiar to Continental thinking by Kant and the later 
theorists of the Rechtlltaat. Itis sometimes suggested that Kant develQPed 
his theory of the Rechtlltaat by applying to public affairs his moral con
ception of the categorical imperative. U It probably was the other way 
round, and ~t developed his theory of the categorical imperative by 
applying to morals the concept of the rule of law which he found ready 
made. 

I cannot deal here with Hume's political philosophy in the same 
detail in which I have considered his legal philosophy. It is extremely 
rich, but also somewhat better known than the latter. I will completely 
pass over his important and characteristic discussion of how all govern
ment is guided by opinion, of the relations between opinion and interest, 
and of how opinion is formed. The few points I will consider are those 
where his political theory rests directly on his legal theory and parti
cularly his views on the relations between law and liberty. 

In Home's last statements on these problems, the essay 'On the origin 
of Government' which he added in 1770 to his EtllV/, he defines 'the 
government which, in common appellation, receives the appellation of 
free [as] that which admits of a partition of power among several 
members whose united authority is no less, or is commonly greater, than 
that of a monar~ but who, in the usual course of administration, must 
act by general and equal laws, that are previously known to all members, 
and to all their subjects. In this sense, it must be owned that liberty is the 
perfection of civil society.'G Earlier he had in the same series of essays 
described how in such a government it is necessary 'to maintain a watch
ful jealollfJ over the magistrates, to remove all discretionary powers, and 
to secure every one's life and fortune by general and inflexible laws. No 
action must be deemed a crime, but what the law has plainly dete.rmined 
to be such •• .',41 and that, whil~ 'all general laws are attended with 
inconveniences, when applied to particular cases; and it requires great 
penetration and experience, both to perceive that these inconveniences 

.. 0 nI, p. 161. 
U K. Huber, I.t. 
"m.p. n6. 
Q Ill, p. 96; Cf. also History. V, p. no: 'in a monarchical constitution where an eternal 

jealousy must be preserved against the sovereign, and no discretionary power must ever be 
entrusted to him by which the property or persona1liberty of any subject can be affected.' 
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are fewer than what results from full discretionary powers in every 
magistrate; and also to discern what general laws are, upon the whole, 
attended with the fewest inconveniences. This is a matter of so great a 
difficulty that men have made some advances, even in the sublime art of 
poetry and eloquence, where a rapi~ty of genius and imaginatio~ assis~s 
their progress, before they have arnved at any great refinement 10 thelr 
municipal laws, where frequent trials and diligent observation can. alone 
direct their improvements,"" And in his mstor.Y, of England, speaking of 
the Revolution of 1688, he tells us proudly how No government, at that 
time, appeared in the world, nor is perhaps to be found in the reco~ds of 
any history, which subsisted without the mixture of some arbitrary 
authority, committed to some magistrate; and it might reasona~ly, 
beforehand, appear doubtful, whether human society could ever amve 
at such a state of perfection, as to support itself with no other control, 
than the general and rigid maxims of law and equity. But the parliament 
jusdy thought, that the King was too eminent a magistrate to be trusted 
with discretionary power, which he might so easily turn to the 
destruction of liberty. And in the event it has been found, that, though 
some inconveniences arise from the maxim of adhering stricdy to law, 
yet the advantages so much overbalance them, as should render the 
English for ever grateful to the memory of their ancestors, who, after 
repeated contests, at last established that noble principle.'M 

I must not tire your patience by more quotations, though the tempta
tion is strong to show in detail how he endeavoured to distinguish 
sharply between, on the one hand, 'all the laws of nature which regulate 
property, as well as all civil laws [which] ar.e general,. ~ regard ~one 
some essential circumstance of the case, WIthout taking lOto consIder
ation the characters, situations, and connections of the persons 
concerned, or any particular consequences which may result from the 
determination of these laws, in any particular case which offers'46 and, 
on the other hand, those rules which determine the organization of 
authority;47 and how even in the preserved manuscript corrections of 
his printed works he is careful to substitute 'rules of justice' for 'laws 

"m p. t78 cf. also p. t8s: 'To balance a Iatge state ••• on general laws, is a work of 
so ~ difIicuity that no human genius, however comprehcoaivc. is able; by the mere dint 
of reason and reflection, to effect it. The judgment of many must unite in this work: 
Experience must guide their labour, Time ~t b~ it l? perfectic;m: A,nd th~ feeling of 
inconveniences must correct the mistakes which they lllevltably falllllto, III their first triala 
and experiments.' 

4.6 HisIMy, V, p. do. 
"IV, p. :&74-
&7 a. G. H. Sabinc. A H'Ultwy of PoliIWI Tbtory, rev. ed., New York, t9S0 , p. 604· 
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of society'ts where this seemed advisable to make his meaning clear. I 
want in conclusion rather to turn to another point to which I referred 
earlier: the general significance of his 'evolutionary' account of the rise 
of law and other institutions. 

I spoke then of Hume's doctrine as a theory of the growth of an order 
which provided the basis of his argument for freedom. But this theory 
did more. Though his primary aim was to account for the evolutiOR of 
social institutions, he seems to have been clearly aware that the same 
argument could also be used to explain the evolution of biological 
organisms. In his posthumously published Dialogues on Natll1'al Religion 
he more than hints at such an application. He points out there that 
'matter may be susceptible to many and great revolutions, through the 
endless periods of eternal duration. The incessant changes to which 
every part of it is subject, seem to indicate some such general trans
formation.'u The apparent design of the 'parts in the animals or vege
tables and their curious adjustment to each other' does not seem to 
him to require a designer, because he 'would fain know how an animal 
could subsist unless its parts were so adjusted? Do we not find that it 
perishes wherever this adjustment ceases, and that its matter corrupting 
tries some new form ?'IO And 'no form can subsist unless it possess those 
powers and organs necessary for its subsistence: some new order or 
ccconomy must be tried, and so on, without intermission; till at last some 
order which can support and maintain itself, is fallen upon.'51 Man, he 
insists, cannot 'pretend to an exemption from the lot of all living 
animals ••• [the] perpetual war ••• kindled among all living creatures'6I 
affects also his evolution. It was still another hundred years before 
Darwin finally described this 'struggle for existence'. But the trans
mission of ideas from Hume to Darwin is continuous and can be traced 
in detall.1I 

Let me conclude this discussion of Hume's teaching by a glance on its 
fate during the last two hundred years. Let me focus particularly on the 
year 1766 which happens to be the year when the elder Pitt for the last 
time defended the old Whig principles in support of the demand of the 
American colonies, and the year before Parliament with the assertion of 

"a. the Appendix by R. KJibansky to Hume, Tbtory of PoIWJ, ed. by T. Watkins, 
London, t9S1, p. 246, note to p. 246 and also note top. 88. • 
"n, p. 4t 9· 
10 n, p. 4:&8. 
n n, p. 4:&9. 
61 n, Po 456. 
63 The moat direct channel seems to have been Eraamus Darwin, who was clearly in

fluenced by Hume and whose inftuence on his grandson is unquestioned. 
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its claim to omnipotence not only brought the most glorious period of 

the development of political principles to an abrupt close but also pro

duced the cause for the eventual break with the American colonies. In 

this year David Hume, who by then had essentially completed his work 

and at the age of fifty-five had become one of the most celebrated figures 

of his age, out of sheer goodness, brought from France to England an 

equally famous man who was only a few months his junior but who had 

lived in misery and, as he thought, was generally persecuted: J~

Jacques Rousseau. This encounter b,etween the .se;ene and even. plactd 

philosopher, known to the French as le bon DaVld , and the emotionally 

unstable unaccountable and half-mad idealist who in his personal life 

disregarded all moral rules, is one of the most dramatic episodes of in

tellectual history. It could not but end in a violent clash and there can be 

no question today, for anyone who reads the full story, which of the two 

was the greater intellectual and motal figure. 

In a way their work had been directed against the same dominant 

rationalism of their age. But while Hume, to repeat a phrase I have 

already quoted, had attempted to 'whittle down the claims of reason by 

rational analysis', Rousseau had to oppose to it only his uncontrolled 

emotion. Who then observing this encounter would have believed that 

it would be the ideas of Rousseau and not those of Hume which would 

govem the political development of the next two hundred years ? Yet 

this is what happened. It was the Rousseauesque idea of democracy, his 

still thoroughly rationalist conceptions of the social contract and of 

popular sovereignty, which were to submerge the ideals of liberty under 

the law and of government limited by law. I.!.,.. was Rous~u and ~ot 

Hume who fired the enthusiasm of the successive revolutions which 

created modem government on the COntinent and guided the decn:ne of 

the IdealS of the olaer libCialiSm and the approaCh to totaIitanan demo

cracy in the whole world. How did this development come abOut? 

I believe the exptaiiition lies largely in an accusation which with some 

justice has often been levelled a~st Hume, the ac~sa~on t?at his 

philosophy was essentially negative. The great sceptic, With his pro

found conviction of the imperfection of all human reason and know

ledge did not expect much positive good from political organization. 

He bew that the greatest pglitical goods, peace. liberty, and justice, 

~re in their essence ne tive a rotection . t in' rather thin 

Sltive .. 0 man strove more atdendy for peace, an 

JUStice. ut Hume clearly saw that the further ambitions which wanted 

to establish some other positive justice on earth were a threat to those 

values. As he put it in the Enquiry: 'Fanatics may suppose, that domination 
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is follllded o~ grate I and that saints aiolll inherit the earth; but the civil magis

trate very Jusdy puts these sublime theorists on the same footing with 

co~o~ robbers, ~d teaches them by the severest discipline, that a rule, 

which, In speculation, may seem the most advantageous to society, may 

yet be found, in practice, totally pernicious and destructive.'" It was 

not from the goodness of men but from institutions which 'made He 

interest even of bad men, to act for the public good'1I5 that he ext-=cted 

~, liberty, and justice. He knew that in politics 'every man mult be 

supposed a hilZtie'; though, as he adds, 'it appears somewhat strange, that 

a maxim should be true in politi&s which is false in fact. '&8 

He was fat from denying that government had also positive tasks. Like 

Adam Smith later, he knew that it is only thanks to the discretionary 

powers g~ted to government that 'bridges ate built, harbours opened, 

ramparts talSed, canals formed, fleets equipped, and armies disciplined; 

everywhere, by the care of government, which, though composed of 

men subject to all human infirmities, becomes, by one of the finest and 

most subde inventions imaginable, a composition, which is, in some 

measure, exempted from all these infirmities. '117 This invention is that in 

these tasks ~ which positive aims and. therefore eXpediency rule govem

ment was given no power of coerCIon and was subject to the same 

gener;u and iriHCX161e riiles whiCh aim at an overall order by creating its 

~ve conditions: peace, libCrtY, ana Justice. 

UIV, p. 187. 
66 m,p. 99. 
68 m, p. nB. 
67 rr. p. 304. 
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CHAPTER EIGHT 

The Dilemma of Specialization* 

We have been commemorating the foundation of a research centre 
within our University, and our thoughts have inevitably often touched 
upon the problems of the relation between res~ch. an~ education: an~ 
of education for research. It may therefore be fittUlg if this last eventng 1S 
devoted to a problem in this field which must give concern to many of us. 
Research, of necessity. requires specializati?n, often in a v~ry nUJ:tute 
field. It is probably also true that those exacting standards which frwtful 
scientific work demands can be acquired only through the complete 
mastery of at least one field, which todaf mean~ that it must be a ~row 
field and, also, that it ought to be one which has 1ts own firmly established 
standards. Thus a progressive tendency toward specialization seems to 
be inevitable, bound to continue and to grow, both in research and in 
university education. 

This applies, of course, to all branches of science and is not peculiar to 
the study of society, which is our particular concern. It 1S so con
spicuous a fact that the sad joke about the scientific specialist who 
knows more and more about less and less has become about the one 
thing which everybody believes to know about science. There seem to 
me to exist, however, in this respect important differences among the 
various fields, special circumstances which ought to w~ us not to 
accept too readily in the social sciences a tendency which natural 
scientists can treat as a regrettable necessity to which they may submit 
with impunity. It may well be that the chemist or physiologi~t is ~g~t 
when he decides that he will become a better chem1st or phYSlOlog1st if 
he concentrates on his subject at the expense of his general education. 

* A lecture delivered at the celebration of the twenty-fifth annivcmary of the opening of 
the Social Science Rcseaa:h Building of the University of Chicago and now reprinted from 
Lconard D. White (cd.): TblSlallDjlhlSotiaJ Stim&./(University of Chicago PtCSI. I9~6). 
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But in the study of society exclusive concentration on a speciality has a 
peculiarly baneful effect: it will not merely prevent us from be~g 
attractive company or good citizens but may impair our competence 111 

our proper field-or at least for some of the most important tasks we 
have to perform. The physicist who is only a physicist can still be a first
class physicist and a most valuable member of society. But nobody can 
be a great economist who is only an economist-a.nd I am even tempted 
to add that the economist who is only an economist is likely to become a 
nuisance if not a positive danger. 

I do not wish to exaggerate a difference which in the last resort, of 
course, is one of degree; but it still seems to me so great that whll:t in one 
field is a venal offence is a cardinal sin in the other. What we face 1S a true 
dilemma imposed upon us by the nature of our subject or, perhaps I 
should say, by the different significance we must attach to the concrete 
and particular as against the general and theoretical. Although the 
logical relation between theory and its application, of course, is the same 
in all sciences and although theory is quite as indispensable in our field as 
anywhere, there is no denying that the interest of the natural scientist is 
concentrated on the general laws, while our interest in the end is mainly 
in the particular, individual, and unique event, and that in a sense our 
theories are more remote from reality-requiring much more additional 
knowledge before they can be applied to particular instances. 

One result of this is that in the natural sciences specialization is pre
dominantly what might be called systematic specializatio~-sp~
ation in a theoretical disci line-while at least in research 111 the sOClal 
sClences tOp1 s cion is more common. Of course this contrast 
is again not absolute. The expert in the topography of Mars, in the 
ecology of Nyasaland, or in the fauna of the Triassic is as much a topical 
specialist as anyone in the social sciences; yet even there the share of 
general knowledge which qualifies the specialist is probably much 
greater in the natural sciences than in the social. The ecologist will need 
to learn less when he ~ from Nyasaland to Alaska than the archaeo
logist when he shifts from Crete to Peru. The former is readily done, 
while the latter requires almost a new training. 

A further consequence is that the disparity between the age at which 
the human mind works at its best and the age at which one can have 
accumulated the knowledge demanded from the competent specialist 
becomes greater and greater as we move from the purely theoretical 
subjects to those in which the concern with the concrete is the main 
part. Every one of us probably lives for most of his life on the original 
ideas which he conceived when very young. But while this means for the 
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mathematician or logician that he may do his most brilliant work at 
eighteen, the historian, to go to the other extreme, may do his best work 
at eighty. 

I trust I shall not be misunderstood as identifying the difference 
between the natural and the social sciences with that between the 
theoretical and the historical. This is certainly not my view. I am not 
defending what I regard as the erroneous view that the study of society is 
nothing but history, but I merely want to stress that the need for under
standing history arises in every application of our knowledge. The 
degree of abstraction which the theoretical disciplines in our field 
require makes them at least as theoretical, if not more so, than any in the 
natural sciences. This, however, is precisely the source of our difficulty. 
Not only is the individual concrete instance much more important to us 
than it is in the natural sciences, but the way from the theoretical con
struction to the explanation of the particular is also much longer. 

For almost any application of our knowledge to concrete instances, . 
the knowledge of one discipline, and even of all the scientific knowledge 
we can bring to bear on the topic, will be only a small part of the 
foundations of our opinions. Let me speak first of the need of using the 
results of scientific disciplines other than our own, though this is far 
from all that is required. That concrete reality is not divisible into distinct 
objects corresponding to the various scientific disciplines is a common
place, yet a commonplace which severely limits our competence to 
pronounce as scientists on any particular event. There is scarcely an in
dividual phenomenon or event in society with which we can deal 
adequately without knowing a great deal of several disciplines, not to 
speak of the knowledge of particular facts that will be required. None of 
us can feel but very humble when he reflects what he really ought to 
know in order to account for even the simplest social process or to be 
able to give sensible advice on almost any political issue. We are probably 
so used to this impossibility of knowing what we ideally ought to know 
that we are rarely fully aware of the magnitude of our shortcomings. !!l 
an ideal world an economist who knows no law, an anthro 10' t who 
knows no economics a s 0 0 1st w. 0 

historian who does not know ost every su ject sho tnco..!!
cavable; yet the fact is. of course, that the limitations of our carlccities 
riiike such deficiencies the !!!le. We can do no better than he gui ed by 
the particular topic which we take up for research and gradually acquire 
whatever special technical equipment is demanded by it. Indeed, most 
successful research work will require a very particular combination of 
diverse kinds of knowledge and accomplishments, and it may take half a 
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lifetime before we are better than amateurs in three-quarters of the know
ledge demanded by the task we have set ourselves. In this sense, fruitful 
research undoubtedly demands the most intense specialization-so 
intense, indeed, that those who practise it may soon cease to be of much 
use in teaching the whole of anyone of the conventional subjects. That 
such specialists are badly needed, that today the advance of knowledge 
depends largely on them, and that a great university cannot have 
enough of them is as true in our fields as it is in the natural sciences. 

Yet professors, curiously enough, want students, and preferably 
students all of whose work they direct. Thus the multiplicity of research 
specializations tends to produce a proliferation of teaching departments. 
It is here tha~ the educational aspects of our problem begin. Not every 
legitimate research speciality is equally suitable as a scientific education. 
Even if we look at it entirely as education for research, it must be doubt
ful whether the composite knowledge demanded by a particular em
pirical object ought to be taught as a whole in those decisive years during 
which a student must learn what real competence is, during which his 
standards are set and the conscience of a scholar is formed. It seems to me 
that at this stage the complete mastery of one clearly circumscribed field, 
of the whole of a systematically coherent subject, should be acquired. It 
cannot always be, as I am a little inclined to wish, a theoretical field, 
because some of the descriptive and historical disciplines have, of course, 
their own highly developed techniques which it takes years to master. 
But it ought to be a field that has its own firmly established standards and 
where it is not true that most workers, except those who have already 
spent a lifetime in it, are inevitably more or less amateurs in much of the 
field. 

Let me illustrate what I mean from a subject which, for my present 
purpose, has the advantage of not being represented in this University, 
so that I shall not offend any susceptibilities. It is ancient economic 
history, which to me has always seemed not only a particularly fascinating 
subject but also one of great importance for the· understanding of our 
own civilization. I very much wish it were represented and taught here. 
But by this I do not mean that there ought to exist a separate department 
of ancient economic history in which students should from the beginning 
of their graduate career divide their energies among the variety of 
disciplines and accomplishments which a competent ancient economic 
historian must command. I believe, rather, that the men who will do 
good work in such a field will do much better if, in the first instance, they 
get a thorough training in the classics, or in ancient history, or in 
archaeology, or in economics; and, only when they are really competent 

[ IZS ] 



Philosophy 

in that one field and start to work largely on their own, begin to work 
seriously on the other subjects. 

When I stress here the need of intense systematic specialization during 
a certain phase of education, I do not, of course, approve of the system 
of prescribed courses or lectures which leaves the student no time for 
exploring anything else and which often prevents him from following 
that intellectual curiosity which ought to gain him more education than 
anything which is formally offered. If there is anything I somewhat miss 
in the reat American universities, it is that attitude of intellectu 
ad..!enture among e stu ents, an attitude which leads them1 con
currentl WIth the.u: s Clanzed work to ran e over wide fields to 
Saol e a eat varie of courses and to e them feel that the 
umversl and not their de artment is their inte e ome. 0 not 
believe that this is so much the fault of the students as of university 
organization, which keeps the students largely ignorant of what 
happens outside their departments in the form of extra fees or rigid 
departmental schedules, and tends even to put obstacles in the way of 
their inclinations. It is only by the greatest freedom in this respect that 
the student will discover his true vocation. 

What I do mean is that there must be a period or phase in his education 
when the chief object is to acquire complete mastery of one well-defined 
subject and when he will learn to distrust superficial knowledge and 
facile generalizations. But I am speaking only of one necessary phase in 
the process of education for research. My chief point is that different 
things are true of different phases. If it seems to me to be untrue that all 
the recognized research specialities are eq~ysuitableas a basic training, 
it seems to be no less untrue that the advanced work usually leading to a 
Ph.D. thesis must fit into anyone of the already established research 
specialities. What I am arguing is that only certain kinds of specializations 
deserve the name of 'disciplines' in the original sense of a discipline of the 
mind, and even that it is not so important which discipline of this kind a 
mind has undergone as that it has experienced all the rigour and strict
ness of such a schooling. I can even see some merit in the belief on which 
English higher education used to be based that a man whohas thoroughly 
studied either mathematics or the classics can be presumed to be capable 
of learning on his own almost any other subject. The number of true 
disciplines which achieve this object may today be much larger; but I do 
not think that it has become co-extensive with the number of research 
specialities. 

There is another side to this which I can best explain with reference to 
my own field. I happen to believe that economic theory is one of those 
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true disciplines of the mind. but I regret that most of those whose basic 
training is in pure economic theory tend to remain speclliHsts "m-this 
field. What I have said tmplies that those of us who teach suCh subjects 
ought to do so in the awareness and the hope, and even with the deliber
ate aim, that those whom we train as specialists ought not to remain 
specialists in this field but should use their competence for some other, 
realistic or topical, specialization. I would be happier to see even the 
majority of the economic theorists we turn out become economic 
historians, or specialists in labour economics or agricultural economics 
-though I must admit to some doubts about the suitability of these 
topics as a basic training. 

Please note that what I have said about such composite subjects is said 
in no slighting spirit but rather from an appreciation of the very high 
demands which they put on our mental equipment. It is based on the 
recognition that for most worthwhile research subjects we ought to be 
masters of more than one systematic subject, and on the belief that we are 
more likely to achieve this if we use the short period during which we 
work under close guidance to become real masters of one. I am also 
pleading for such a period of intense specialization only on the 
assumption that it is preceded by a good general education which, I am 
afraid, American schools hardly provide and which our College so man
fully struggles to supply. But my main emphasis, of course, is on how 
far we still are, at the end of such an indispensable period of specialization, 
from being competent to deal with most of the problems the study of 
human civilization raises. So far I have spoken only of the limited and 
modest tasks which most of us can reasonably set ourselves and where 
still the ideal after which we must strive far exceeds our powers. I have 
not spoken of the need for synthesis, of efforts to understand our 
civilli:ation, or any other civilization, as a whole, and still less of the even 
more ambitious conception of a comparative study of civilizations. I will 
not comment on such efforts beyond saying that it is fortunate ~t there 
do still occasionally arise exceptional men who have the power and the 
courage to make the human universe their province. You will have the 
privilege, later this evening, of listening to a great scholar who has 
probably come nearer than any other living man to achieve the seem
ingly impossible in this field.1 

We certainly ought to feel nothing but admiration for the mature 
scholar who is willing to run the serious risk of disregarding all the 
boundaries of specialization in order to venture on tasks for which 
perhaps no man can claim full competence. While I sympathize with the 

1 This lecture was followed by one by Amold J. Toynbee. 
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healthy prejudice which brings it about that the scholat who produces a 
best seller thereby rather lowers himself in the estimation of his peers
and sometimes even wish that there were more of it in this country-the 

. suspicion of boundary violations as such must not go so far as to dis
courage attempts which are beyond the scope of any specialist. I would 
go even further, although the economist suffers perhaps more from
and tends, therefore, also to be more intolerant of-intrusions into his 
preserve than other social scientists. It is perhaps not unjust to suggest 
that in other subjects, too, there is a little too much of a clannish spirit 
among the representatives of the recognized specialities, which makes 
them almost resent an attempt at a serious contribution even from a man 
in a neighbouring field--although the basic kinship of all our disciplines 
makes it more than likely that ideas conceived in one field may prove 
fertile in another. 

The grand efforts toward a comprehension of ci~tion as a whole, 
of which I have just spoken, are specially significant in our context in one 
respect: they raise particularly clearly one difficulty which to a lesser 
degree affects all our efforts. I have so far spoken only of the constant 
need to draw on knowledge belonging to specializations other than our 
own. But, though the need to know many disciplines presents a formid
able difficulty, it is only part of our problem. Even where we study only 
some part or aspect of a civilization of which we and our whole way of 
thinking are a part, this means, of course, that we cannot take for 
granted much that in the normal course of life we must unquestioningly 
accept if we are to get our work done, or even if we are to remain 
sane; it means that we must question systematically all the pre
suppositions which in acting we accept unrefl.ectingly; it means, in short, 
that in order to be strictly scientific we ought to see, as it were, from the 
outside what we can never see as a whole in such a manner; and, in 
practice, it means that we have constandy to deal with many important 
questions to which we have no scientific answer, where the knowledge 
on which we must draw is either the kind of knowledge of men and the 
world which only rich and varied experience can give, or the accumulated 
wisdom of the past, the inherited cultural treasures of our ci~tion, 
which to us must thus at the same time be tools which we use in orienting 
ourselves in our world and objects of critical study. This means that in 
most of our tasks we need not only be competent scientists and scholars 
but ought also to be experienced men of the world and, in some measure, 
philosophers. 

Before I develop these points, let me briefly remind you of one respect 
where with us specia.fu:ation goes less far than in the natural sciences: we 
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do not know as sharp a division between the theoretician and the 
practitioner as there exists between the physicist and the engineer or 
between the physiologist and the doctor. This is not an accident or 
merely an earlier stage of development but a necessary consequence of 
the nature of our subject. It is due to the fact that the task of recognizing 
the presence in the real world of the conditions corresponding to the 
various assumptions of our theoretical schemes is often more difficult 
than the theory itself, an art which only those will acquire to whom the 
theoretical schemes have become second nature. We cannot state 
sim le, almost mechanical criteria b which a certain • --or theoretical 
Situation can be i entified, but we have to develo somethin like a sense 
for P VSlognomy 0 events. We can. er ore,o y rare y e egate 
the a lication of our knowled e to others, but must be our own 
p'raCtitioners. octors as wasp YSlO OglSts. 

The factual knowledge, the familiarity with particular circumstances, 
which we cannot leave to our 'engineers' but must ourselves acquire, 
is, moreover, only in part of the kind which can be ascertained by 
established techniques. Although we endeavour to add by systematic 
effort to the knowledge of the world and of man, this effort can neither 
displace nor make unnecessary that knowledge of the world which is 
acquired only by extensive experience and a steepening in the wisdom 
contained in great literature and in our whole cultural tradition. 

I need not say more about the necessity of a knowledge of the world in 
the usual sense, of the variety of human situations and characters with 
which we ought to be familiar. But I must say a word about what seems 
to me the unfortunate effect of the separation of what we now call the 
social sammfrom the other human studies. By this I do not mean merely 
such paradoxical results as that so scientific a discipline as linguistics, 
from whose method and approach the other social sciences might well 
profit, should, for purely historical reasons, be counted among the 
humanities. What I have in mind is mainly a question of the climate in 
which our work will prosper; the question whether the atmosphere 
created by the pursuit of the humanities proper, of literature and the 
arts, is not quite as indispensable to us as the austerity of the scientific one. 
I am not sure that the results of the ambition to share in the prestige, and 
the funds, available for scientific research have always been fortunate, 
and that the separation of the social sciences from the humanities, of 
which this building is a symbol, was altogether a gain. I do not wish to 
overstress this point, and I will readily admit that, if I were speaking to a 
European rather than to an American audience, I might well stress the 
opposite view. But that here the separation of the humanities from what 
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we mean to dignify by the name of social sciences may have gone too far 
ought not to be forgotten when we are looking back at twenty-five years 
of existence in a separate home. 

We must admit, however, that there is one respect in which our 
attitude does differ from that of the humanities and in which we may 
even be disturbing and unwelcome in their circle. It is that our approach 
to the traditions which they cultivate must in some measure always be a 
critical and dissecting one; that there is no value which we must not on 
occasion question and analyse, though we can, of course, never do so for 
all values at the same time. Since our aim must be to discover what role 
particular institutions and traditions play in the functioning of society, 
we must constantly put the dissolving acid of reason to values and 
customs which not only are dear to others but are also so largely ·the 
cement which keeps society together. Especially in the study of that 
experience of the human race which is not preserved as explicit human 
knowledge but rather implicit in habits and institutions, in morals and 
mores-in short, in the study of those adaptations of the human race 
which act as non-conscious factors, of whose significance we are not 
normally aware, and which we may never fully understand, we are 
bound all the time to question fundamentals. This, I need hardly add, is, 
of course, the opposite to following intellectual fashions. While it must 
be our privilege to be radical, this ought not to mean 'advanced' in the 
sense that we claim to know which is the only forward direction. 

Such constant practice is a heady wine which, if not paired with 
modesty, may make us little better than a nuisance. If we are not to 
become a mainly destructive element, we must also be wise enough to 
understand that we cannot do without beliefs and institutions whose 
significance we do not understand and which, therefore, may seem 
meaningless to us. Iflife is to proceed, we must, in practice, accept much 
which we cannot justify, and resign ourselves to the fact that reason 
cannot always be the ultimate judge in human affairs. This is, though not 
the only, yet perhaps the main, point where, whether we want it or not, 
we must in some measure be philosophers. By philosophy I mean here, 
in the first instance, not so much those problems which, like those of 
logic. have themselves already become the subjects of highly specialized 
and technical disciplines, but rather that r~ainjng body of inchoate 
knowledge from which the distinct disciplines only gradually detach 
themselves and which has always been the province of philosophers. 
But there are also two fully developed branches of philosophy to which 
we cannot afford to be total strangers. The problems of ethics are con
stantly with us, and questions of scientific method are bound to be more 
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troublesome for us than in most other fields. What Einstein once said 
about science, 'Without epistemology-insofar as it is thinkable at all
it is primitive and muddled', applies even more to our subjects. 

Rather than be slightly ashamed of this connection, I feel we ought to 
be proud of the intimate relation which for centuries has existed between 
the social sciences and philosophy. It is certainly no accident that, so far 
as economics is concerned, in England, the country which has so long 
been leading in the subject, a list of her great economists, if we leave out 
only two major figures, might readily be taken for a list of her great 
philosophers: Locke, Hume, Adam Smith, Bentham, J ames and John 
Stuart Mill, Samuel Bailey, W. S. Jevons, Henry Sidgwick, to John 
Neville and John Maynard Keynes-all occupy equally honoured places 
in the history of economics as in that of philosophy or of scientific 
method. I see little reason to doubt that other social sciences would 
equally profit if they could attract a similar array of philosophic talent. 

I have said enough, however, to describe our dilemma and must 
hasten to my conclusion. A true dilemma. of COUrse. has no perfect 
solution, and my main point haS been that we are faced by a true dileJ:IJ,tpa 
-that our task uts conflictin demands u on us which we cannot all 

e choice im sed u on us our im ections remains a 
ice tween e . e maJ.n con usion must thus pro a y t 

tliere is no single best way and that our main hope is to preserve room for 
that multiplicity of efforts which true academic freedom makes possible. 

But as a norm for academic education some general principles seem to 
emerge. We probably all agree that the main need for students who enter 
upon their graduate careers is a good general education. I have been 
arguing for the need for a following period of intense specialization in 
one of a somewhat limited number of subjects. But this, I feel, ought not 
regularly to continue to the end of the graduate work-and, if my con
tention is accepted that not all topical specializations are equally suitable 
as basic training, cannot always mean the end. Many students will of 
course continue to do their specialized research in the field of their basic 
training. But they should not have to do so or in their majority do so. At 
least for those ho are willin to shoulder the extra burden, there ou ht 
to opportunities to work wherever OSSI e under the 
com tent ts, on an suitable combination of know led e. There 
oug t to be opportunities for men who want to strike out in their own 
new field on some new combination of specialism or some other border
line problem. There is clearly an urgent need for a place in the University 
where the specialisms again meet, which provides the facilities and the 
climate for work which is not on well-established lines, and where 
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requirements are flexible enough to be adapted to the individual tasks. 
The whole position in the field which I have been surveying seems to me 
to call for a sort of College of Advanced Human Studies as a recognized 
part of the organization of the social sciences and the humanities, some 
such institution as our chairman' has so devotedly and judiciously 
striven to provide with his path breaking conception of the Committee 
on Social Thought. 

'Professor John U. NeE'. 
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CHAPTER NINE 

Historians and 
toe Future of Europe* 

Whether we shall be able to rebuild something like a common European 
civilization after this war will be decided mainly by what happens in 
the years immediately following it. It is possible that the events that will 
accompany the collapse of Germany will cause such destruction as to 
remove the whole of Central Europe for generations or perhaps per
manently from the orbit of European civilization. It seems unlikely that, 
if this happens, the developments can be confined to Central Europe; 
and if the fate of Europe should be to relapse into barbarism, though 
ultitnately a new civilization may emerge from it, it is not likely that this 
country would escape the consequences. The future of England is tied 
up with the future of Europe, and, whether we like it or not, the future 
of Europe will be largely decided by what will happen in Germany. Our 
efforts at least must be directed towards regaining Germany for those 
values on which European civilization was built and which alone can 
form the basis from which we can move towards the realization of the 
ideals which guide us. 

Before we consider what we can do to that end, we must try to form a 
realistic picture of the kind of intellectual and moral situation we must 
expect to find in a defeated Germany. If anything is certain it is that even 
after victory we shall not have it in our power to make the defeated think 
just as we would wish them to; that we shall not be able to do more than 
assist any promising development; and that any clumsy efforts to 
proselytize may well produce results opposite to those at which we aim. 

• A paper read to The Political Soc:icty at King's College, Cambridge, on February 28, 
19# The chair was taken by Sir John Capham. Not publisbcd before. 
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Two extreme views can still be heard which are equally naive and mis
leading: on'the one hand, that all the Germans are equally corrupted and 
that therefore only the complete education of a new generation imposed 
from outside can change them, or, on the other hand, that the masses of 
the Germans, once they are freed from their present masters, will quickly 
and readily embrace political and moral views similar to our own. The 
position will certainly be more complicated than either of these views 
suggests. We shall almost certainly find a moral and intellectual desert, 
but one with many oases, some very fine, but almost completdy isolated 
from each other. The outstanding feature will be the absence of any 
common tradition-beyond that of opposition to the Nazis and, 
probably, also to Communism-of any common bdiefs, a great dis
illusionment about all political ideals, and a certain scepticism and even 
cynicism about what can be positivdy achieved by political action. There 
will, at first at any rate, be any amount of good will; but nothing will 
probably be more conspicuous than the powerlessness of good in
tentions without the uniting dement of those common moral and 
political traditions which we take for granted, but which in Germany a 
complete break of a dozen years has destroyed, with a thoroughness 
which few people in this country can imagine. 

On the other hand, we must be prepared not only to find an extra
ordinarily high intellectual levd in some of the oases that have been 
preserved, but even to find that many of the Germans have learnt lessons 
which we have not yet understood, and that some of our conceptions 
will appear to their experience-hardened minds very naive and limplisl', 
Hampered as discussion is under the Nazi regime, it has by no means 
stopped; and from the few samples of German war-time works I have 
seen (and from the complete list of books published in Germany which I 
have recendy been able to peruse) I have the impression that the in
tellectuallevd of the academic discussion of social and political problems 
in war-time is at least not lower than in this country-probably because 
many of the .best Germans either are precluded, or have voluntarily 
excluded themsdves, from immediate participation in the war effort. 

It will be on the Germans who have carried on in this manner-not 
numerous in proportion to the population of Germany, but numerous 
enough compared with the number of people who think independently 
in any country-that our hopes must rest, and to them that we must give 
any assistance we can. The task of finding them and assisting them with
out at the same time discrediting them with their own people will be a 
most difficult and delicate one. If these men are to succeed in making 
their views prevail, they will need some measure of moral and material 
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support from outside. But they will need almost as much protection 
against well-intentioned but injudicious attempts to use them by the 
governmental machinery set up by the victorious powers. While they 
will probably be anxious to re-establish connections with, and to obtain 
the goodwill of, persons in other countries with whom they share 
common ideals, they will be rightly rductant to become in any form 
instruments of the governmental apparatus of the victors. Unless 
opportunities are deliberatdy created for the meeting as equal individuals 
of persons from both sides who share certain basic ideals, it is not likdy 
that such contacts will soon be re-established. But for a long time such 
opportunities can be created only by initiative from this side. And it 
seems to me certain that it must come through the efforts of private in
dividuals and not through governmental agencies if such efforts are to 
have beneficial effects. 

There will be many directions in which international contacts between 
individuals and groups might be deliberately re-established with beneficial 
effects. It will probably be easiest, and take place quickest, between the 
political groups of the Left. But such contacts should clearly not be 
limited to party groups, and if they were to be confined for some time to 
the political groups of the Left, this would be very unfortunate from 
every point of view. If in Germany a more cosmopolitan outlook should 
once more become, as has largely been true in the past, a prerogative of 
the Left, this might well contribute to drive the large groups of the 
Centre again into a nationalist attitude. It will be a more difficult, but in 
some ways even more important, task to assist the resumption of con
tacts between those groups where existing alignments in internal 
politics will not at once provide the channels. And there are tasks for 
which any grouping on the lines of party politics would be a definite 
obstacle, though a certain minimum of agreement on political ideals will 
be essential for any collaboration. 

What I want to talk about tonight is more specifically the role which 
the historians can play in this connection-where by historians I mean 
really all students of society, past or present. There can be no doubt that 
in what is called the 're-education of the German people' the historians 
~ in the long run play a decisive part, just as they did in creating the 
Ideas that rule Germany today. I know that it is difficult for English 
people to appreciate how great and immediate the influence of academic 
work of this kind is in Germany, and how seriously the Germans take 
their professors--almost as seriously as the German professors take 
themsdves. The role which the German political historians of the 
nineteenth century have played in creating the veneration for the power-
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state and the expansionist ideas which created modem Germany can 
scarcely be overrated. It was indeed 'that garrison of distinguished 
historians', of which Lord Acton wrote in 1886, 'who had prepared the 
Prussian supremacy together with their own, and now hold Berlin like a 
fortress', who created the ideas 'by which the rude strength centred in a 
region more ungenial than Latium was employed to absorb and to 
stiffen the diffused sentimental, and strangely impolitical talent of the 
studious Germans'. There was indeed, to quote Lord Acton again, 
'probably no considerable group less in harmony with our sentiments in 
approaching history than that .•• mainly represented by Sybel, Droysen, 
and Treitschke, with Mommsen and Gneist, Bernhardi and Duncker on 
their flanks', and so much given 'to maxims which it has cost the world 
so much effort to reverse'. And it was no accident that it was also Acton 
the historian who, in spite of all his admiration for much in Germany, 
foresaw fifty years ago that that tremendous power built up by very able 
minds, chiefly in Berlin, was 'the greatest danger that remains to be 
encountered by the Anglo-Saxon race'. 

Though I cannot attempt here to trace in any detail the ways in which 
the teaching of the historians has helped to produce the doctrines which 
rule Germany today, you will probably agree with me that this influence 
was very great. Even some of the most r 've features of the Nazi 
ideolo trace back. to German torians whom Hi er robabl 
never read ut VI ose ideas have donunated the atmos here in which e 
grew uE. s 15 true especially of all the race doctrines, which, though I 
believe the German historians took them first from the French, were 
mainly developed in Germany. If I had time I could show how in other 
respects as well scholars of international fame like Wemer Sombart 
taught a generation ago what to all intents and purposes is the same as the 
later Nazi doctrines. And I could add, in order not to leave all the blame 
on the historians, how in a related field my own professional colleagues, 
the economists, became willingly the instruments of extreme nationalist 
aspirations so that, e.g., Admiral Tirpitz, when forty or fifty years ago he 
found the big industrialists rather lukewarm in their reception of his 
naval policy, could enlist the support of the economists in order to 
persuade the capitalists of the advantages ofhis imperialistic ambitions.1 

There can be little doubt, howeVer, that the influence of the historians 

1 In his MmIOirs Tirpitz records how one of the officers of the information department of 
the Admiralty was sent 'the round of the universities, where all the political economists, 
including Brentano, were ready to give aplendid support. Schmoller, Wagncr, Sering, 
Sc:humacher, and many others showed that the expenditure on the fleet would be • pro
ductive outlay, etc., etc.' 
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proper was the most important; and there is more than one reason why 
it seems likely that in the future the influence of history for good or bad 
will be even greater than it was in the past. The complete break in the 
continuity of most traditions will probably itself produce a turning back 
to history in search of traditions which provide a foundation for future 
developments. There will be a great deal of history to be written on the 
way in which all the misfortunes came about, questions in which the 
public will take a passionate interest and which are almost bound to 
become the subject of political disputes. 

From our point of view, there is an additional reason why it is urgently 
to be desired that the Germans should be led to re-examine recent history 
and to take account of certain facts of which the majority of them are still 
unaware. The picture of recent history which not only the masses of the 
German people, but almost everybody in that country still start from, 
will indeed be the effect of Nazi propaganda which it will be most 
difficult to remove. It is of great importance that we should remember 
that many of the facts which have been decisive in forming our opinion 
of German responsibility and German character will be either un
known to most Germans, or so lightly fixed in their recollections as to 
carry little weight. Though many Germans will at first be ready to admit 
that the Allies have reason to distrust them and to insist on far-reaching 
precautions against another German aggression, even the most reason
able among them will soon be alienated by what to them will appear 
excessive restrictions imposed upon them, unless they come to see the 
full extent of the harm they have inflicted on Europe. Mter the last war, 
the gulf which separated the respective views of the two belligerent 
groups about the facts with which they most reproached each other was 
never really closed. The admirable willingness to forget, shown at least 
by the English, brought it about that soon after the last war almost 
everything which did not fit into the German picture was dismissed as 
'atrocity stories'. We may quite possibly find again that not all the 
reports about the Germans which reached us during the war were true. 
But this is merely another reason for a careful re-examination of all the 
facts, a sorting out of what is definitely established from the mere 
rumours. ':fo follow the natural tendency of letting bYgones be byg.ones 
and not raking up the mud of the Nazi periOd would be fatal to the 
p'rospect of any real understanding with the Germans. The point at 
which the more unpleasant facts of recent German history are forgotten 
must not be allowed to come before the Germans have acknowledged 
their truth to themselves. The air of injured innocence, with which most 
Germans reacted to the settlement after the last war, was very largely due 
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to real ignorance of the charges of which at that time they were reguded 
as guilty by nearly everybody in the victorious countries. 

These things will have to be discussed-and they certainly will be dis
cussed by ill-informed politicians and by way of recrimination. But if, 
instead of new causes of future conflict, something like a common view 
is to emerge, this will depend on these matters not being left entirely to 
party discussion and nationalist passions, but on their being considered 
in a more dispassionate spirit by men who wish above all to find the 
truth. Whether, in Germany in particular, the result of these discussions 
shall be new political myths or something like the truth, will to a great 
extent depend on the school of historians which will gain the ear of the 
people. Personally, I can have no doubt that the work which will 
determine future German opinion will come from inside Germany and 
not from outside. The suggestion one can now often hear that the 
victors should produce the textbooks on which future generations of 
Germans should be brought up appears to me pitifully silly. Such an 
attempt would be certain to produce the opposite of what is desired. 
No officially imposed creed, no history written to please another 
authority in the place of that in the interest of which so much German 
history was written in the past, least of all one inspired by foreign 
governments (or by emigrants) can hope to gain credence or lasting in
fluence with the German people. The best we can hope, and all we from 
the outside can usefully work for, is that the history which is to influence 
the course of German opinions will be written in a sincere effort to find 
out the truth, subservient to no authority, no nation, race or class. 
History must above all cease to be an instrument of national policy. 

The most difficult thing to re-create in Germany will be the belief in 
the existence of an objective truth, of the possibility of a history which is 
not written in the service of a particular interest. This is where, I believe, 
international collaboration, ifit is collaboration between free individuals, 
may be of immense value. It would demonstrate the possibility of agree
ment independent of national allegiance. It would be particularly 
effective if the historians of the more fortunate countries set the example 
of not boggling at criticism of their own governments whenever called 
for. The desire for recognition by and encouragement from his own 
peers in other countries is perhaps the strongest safeguard against the 
corruption of the historian by nationalist sentiments, and the closer the 
international contacts the less will be the danger-just as isolation is 
almost certain to have the opposite effect. I remember only too well how 
after the last war the expulsion of all Germans from certain learned 
societies and their exclusion from certain international scientific 
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congresses was among the strongest of the forces which drove many 
German scholars into the nationalist camp. 

Thus, even in so far as the mere supremacy of truth in the historical 
teaching of future generations of Germans is concerned, the restoration 
of contacts with other historians would be of value, and any facilities we 
can create for this purpose will have a useful role to play. But, supremely 
important as strict adherence to truth is, I do not believe that it is enough 
to prevent history from being perverted in its teaching. We must dis
tinguish here between historical research proper and historiography, the 
exposition of history for the people at large. I am now coming to a very 
delicate and much disputed subject, and I shall probably be accused of 
contradicting much of what I have just said. I am convinced, however, 
that no historical teaching can be effective without passing implicit or 
explicit judgments, and that its effects will depend very largely on the 
moral standards which it applies. Even if the academic historian tried to 
keep his history 'pure' and strictly 'scientific', there will be written for the 
general public histories which will judge and for that reason will have a 
greater influence. I believe, indeed, that if those German historians who 
did value truth above everything had so much less influence than their 
more political colleagues, and if even what influence the former had was 
in a direction not so very different from that of the latter, it was largely 
because of their extreme ethical neutrality, which tended to 'explain'
and thereby seemed to justify-everything by the 'circumstances of the 
time', and which was afraid ever to call black black or white white. It 
was these scientific historians as much as their political colleagues who 
inculcated the Germans with the belief that political acts cannot be 
measured by moral standards, and even that the ends justify the means. I 
cannot see that the most perfect respect for truth is in any way in
compatible with the application of very rigorous moral standards in our 
judgment of historical events; and it seems to me that what the Germans 
need, and what in the past would have done them all the good in the 
world, is a strong dose of what it is now the fashion to call 'Whig history', 
history of the kind of which Lord Acton is one of the last great 
representatives. The future historian must have the courage to say that 
Hitler was a bad man, or else the time he spends on 'explaining' him will 
only serve to the glorification ofhis misdeeds. 

It is probable that in the CUltivation of certain common standards of 
moral judgment collaboration across frontiers could contribute a great 
deal-particularly where we have to deal with a country where traditions 
have been so disrupted and standards so lowered as in Germany of 
recent years. Even more important, however, is that collaboration will 
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be possible only with those-or at least, that we ought to be willing to 
collaborate only with those-who are ready to subscribe to certain moral 
standards, and who in their work have adhered to them. There must be 
certain common values beyond the sacredness of truth: an agreement, at 
least, that the ordinary rules of moral decency must apply to political 
action, and beyond that also a certain minimum agreement on the most 
general political ideals. The latter need probably be no more than a 
common belief in the value of individual freedom, an affirmative attitude 
towards democracy without any superstitious deference to all its 
dogmatic applications, particularly without condoning the oppression 
of minorities any more than that of majorities, and, 6.nally, an equal 
opposition to all forms of totalitarianism, whether it be from the Right 
or from the Left. 

But while it seems that no collaboration would be possible unless it 
was based on agreement on a common set of values, a kind of agreed 
programme, it may be doubted whether any programme drawn up for 
the purpose would be likely to serve this end. No brief statement, how
ever skilfully drawn up, is likely to give satisfactory expression to the set 
of ideals I have in mind, or would have much chance of uniting a 
considerable body of scholars. It seems that much more effective than 
any such programme designed ad hoc would be some great figure who 
embodies in an especially high degree the virtues and ideals which such 
an association would have to serve, and whose name could serve as a flag 
under which men who agree could unite. 

I believe that there is one great name available who fits the bill as 
perfectly as ifhe had been created for the purpose: I am thinking of Lord 
Acton. The suggestion I want to put before you is indeed that an 'Acton 
Society' might form the most suitable agency to assist in the tasks of the 
historians of this country and of Germany, and perhaps of other 
countries, which I have attempted to sketch. There are many features 
united in the figure of Lord Acton that make him almost uniquely suit
able as such a symbol. He was, of course, half German by education and 
more than half German in his training as a historian, and the Germans, 
for that reason, regard him almost as one of themselves. At the same 
time he unites, as perhaps no other recent figure, the great English 
liberal tradition with the best there is in the liberal tradition of the 
Continent-always using 'liberal' in its true and comprehensive sense, 
not, as Lord Acton expressed it, for the 'defenders of secondary liberties', 
but for one to whom individual liberty is of supreme value and 'not a 
means to a higher political end'. 

H to us Lord Acton perhaps sometimes appears to err by the extreme 
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rigour with which he applies universal moral standards to all times and 
conditions, this is all to the good, when sympathy with his general out
look is to be a test of selection. I do not know of another figure with 
regard to whom we can say with equal confidence that, if after the war we 
find that a German scholar sincerely agrees with his ideals, he is the type 
of German with whom no Englishman need feel reluctant to shake 
hands. 10 spite of all he took from Germany, I think it can be said that 
he was not only more free of all we hate in the Germans than many a pure 
Englishman, but also that he had discerned the dangerous aspects of 
German developments earlier and more clearly than most other people. 

Before I say more about Acton's political philosophy, let me mention 
one or two other advantages his name seems to combine for our purpose. 
One is that Acton was a Catholic, even a devout Catholic, yet one who in 
political matters always preserved complete independence of Rome 
and never shrank from using the whole austerity of his moral standards 
in judging the history of the institution he most revered, the Roman 
Catholic Church. This seems to me very important: not only because, if a 
more liberal outlook is to be fostered among the great masses who are 
neither definitely 'Right' or 'Left', any such effort must carefully avoid 
that hostile attitude towards religion characteristic of much of Con
tinentallibera1ism, which has done a great deal to drive hosts of decent 
people into opposition to any kind of liberalism. More important even it 
is that among the real opposition to Hitler in Germany the Catholics have 
played such an important part that no organization which, without being 
itself Roman Catholic, is not at least of such a character as to make it 
possible for a devout Catholic to collaborate, can hope to gain influence 
among the great middle groups on which the success of its efforts will so 
much depend. From what little one can see of German war literature it 
almost seems as if what spirit of liberalism can still be found in Germany 
is mainly to be found among the Catholic groups. So far as the historians 
more especially are concerned, it is almost certainly true that at least 
some of the Roman Catholic historians (I am thinking particularly of 
Franz Schnabel and his Delltsche Geschichte im 1,. Jahrhll1ldert) have kept 
more free from the poison of nationalism and the veneration of the 
power state than most other German historians. 

Another reason which makes it seem probable that the political 
philosophy of Lord Acton would have a great appeal to many Germans 
in the state of mind in which they will be after this war is the extra
ordinary vogue which, according to all signs, the writings of Jakob 
Burckhardt are enjoying in Germany today. Burckhardt, though he 
differs from Acton by his deep pessimism, has much in common with 
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him, above all the ever-reiterated emphasis on power as the arch-evil, the 
opposition to centralism, and the sympathy for the small and multi
national state. It might indeed be desirable to couple with the name of 
Acton, though not in the name, yet in the programme of the society, not 
onl y the name of Burckhardt, but also that of the great French historian 
who has so much in common with both of them, de Tocqueville. 
Joindy, these three names indicate probably even better than the single 
name of Acton the kind of basic political ideals under whose inspiration 
history might give the future Europe the political re-education which it 
needs-perhaps because, more than almost anybody else, these three 
men continued the tradition of the great political philosopher who, as 
Acton said, 'at his best was England at its best' -Edmund Burke. 

If I were to attempt fully to justify my choice of Lord Acton as the main name under which such an effort might be attempted, I should have 
to give you an outline of his historical maxims and of his political 
philosophy. But though this would be a task worth attempting (and, 
significandy, recendy attempted by a German scholar), it can hardly be 
done in a few minutes. All I can do is to read to you from my private 
Acton anthology some passages which express briefly a few char
acteristic convictions-though any such selection will give a somewhat 
one-sided and, in the undesirable sense, too 'political' impression. 

I can be very brief about Acton's notion of history. 'My notion of 
history', he wrote, 'is of a thing the same for all men, not open to treat
ment from special and exclusive standpoints.' This implies, of course, 
not only the singleness of truth, but also Acton's belief in the universal 
validity of moral standards. I will remind you in this connection of the 
famous passage from the Inaugural Lecture in which he says that 

The weight of opinion is against me when I exhort you never to debase 
the moral currency or to lower the standards of rectitude but to try others 
by the final maxims that govern your own lives, and to suffer no man and 
no cause to escape the undying penalty which history has power to inBict 
on wrong. The plea in extenuation of guilt and mitigation of punishment is 
perpetual •••• 

an argument which Acton develops more fully in a well-known letter to 
a fellow historian, which I should like to quote at length, but from which 
I can read only a sentence or two. He argues there against the thesis that 
great historical figures must be judged 

unlike other men, with a favourable assumption that they did no wrong. If 
there is any presumption, it is the other way, against the holders of power, 
increasing as the power increases. Historic responsibility has to make up for 
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the want oflegal responsibility. Power tends to corrupt and absolute power 
tends to corrupt absolutely. Great men are almost always bad men, even 
when they exercise influence and not authority, still more when you super
add the tendency or certainty of corruption by authority. There is no worse 
heresy than that the office sanctifies the holder of it. That is the point at 
which the negation of Catholicism and the negation of Liberalism meet and 
keep high festival. 

And he concludes: 'The inflexible integrity of the moral code is, to me, 
the secret of the authority, the dignity, the utility of history.' 

My illustrations of Acton's political philosophy must be even more 
unsystematic and incomplete, selected mainly for their relevance to the 
present situation and to what I have already said. I shall give the few 
quotations without comment, and only hope that they will have more 
freshness than the somewhat hackneyed passages I have just quoted. 
But perhaps recent events make it easier to appreciate the significance of 
some of these statements, such as the following discussion of what we 
now call 'totalitarianism': 

Whenever a single definite object is made the supreme end of the State, 
be it the advantage of a class, the safety or the power of the country, the 
greatest happiness of the greatest number, or the support of any speculative 
idea, the State becomes for a time inevitably absolute. Liberty alone demands 
for its realization the limitation of the public authority, for liberty is the only 
object which benefits all alike, and provokes no sincere opposition. 

Or take the following: 

The true democratic principle, that none shall have power over the people, 
is taken to mean that none shall be able to restrain or elude its power. The 
true democratic principle, that the people shall not be made to do what it 
does not like, is taken to mean that it shall never be required to tolerate what 
it does not like. The true democratic principle, that every man's free will 
shall be as unfettered as possible, is taken to mean that the free will of 
the collective people shall be fettered in nothing. 

Or: 

A theory that identified liberty with a single right, the right of doing all 
that you have the actual power to do, and a theory which secures liberty 
by certain unalterable rights, and founds it on truth which men did not 
invent and cannot abjure, cannot both be formative principles in the same 
Constitution. Absolute power and restrictions on its exercise cannot exist 
together. It is but a new form of the old contest between the spirit of true 
freedom and despotism in its most dexterous disguise. 

And finally: 
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Liberty depends on the division of power. Democracy tends to unity of 

power. To keep asunder the agents, one must divide the source; that is. one 

must maintain. or create, separate administrative bodies. In the view of 

increasing democracy, a restricted federalism is the one possible check on 

concentration and centralism. 

Perhaps the most important argument, too long to quote, is that of the 

essay on nationality where Acton courageously opposed to the dominant 

doctrine that (as expressed by J. S. Mill) 'it is in general a necessary 

condition of free institutions that the boundaries of governments should 

coincide with those of nationalities' the opposite view that the 'co

existence of several nations under the same State is a test, as well as the 

best security of freedom. It is also one of the chief instruments of 

civilization, and, as such, it is in the natural and providential order. and 

indicates a greater advancement than the national unity which is the 

ideal of modern liberalism.' Nobody who knows central Europe will 

deny that we cannot hope there for lasting peace and advance of civiliz

ation unless these ideas become at last victorious, nor that the most 

practical solution of the problems of that part of the world is a federalism 

of the kind Acton advocated. 
Do not say that these ideals are utopian and therefore not worth 

working for. It is bIGatm they are ideals which can only be realized in the 

more or less distant future that they are the kind of ideals by which the 

historian can allow himself to be guided without the risk of becoming 

involved in party passions. As a teacher, and the historian cannot help 

being the political teacher of the future generations, he must not allow 

himself to be influenced by considerations of what is now possible, but 

ought to be concerned with making possible what decent people agree 

to be desirable, but what seems impracticable in view of the existing state 

of opinion. It is because, whether he wills it or not, the historian shapes 

the political ideals of the future, that he himself must be guided by the 

highest ideals and keep free from the political disputes of the day. The 

higher the ideals which guide him, and the more he can keep independent 

from political movements aiming at immediate goals, the more he may 

hope in the long run to make possible many things for which the world 

may not yet be ready. I am not even sure that we may not, by keeping 

distant ends in view, exercise a greater influence than the 'hard-boiled 

realist' of the kind that is now fashionable. . 

I have little doubt that a considerable group of historians, or, I should 

rather say, students of society, pledged to the ideals embodied in the 

work of Lord Acton, could become a great force for good. But what, 

you will ask, can any formal organization, such as the Acton Society I 
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have suggested, contribute towards this end? To this my answer is, first, 

that I should not expect so much from its action as a body, but a great 

deal from it as an instrument for making possible in the near future the 

resumption of numerous individual contacts across the boundaries. I 

need not again emphasize why it is so important that what help or 

encouragement we can give should not come mainly through official or 

governmental channels. But for the individual it will for a long time be 

very difficult to do anything in isolation. The purely technical difficulties 

of seeking out individually the persons on the other side with whom one 

would wish to collaborate will be even greater. In all this such a society 

(or it would rather have to be a kind of club with selected membership) 

would be of great help. 
But though I regard this facilitating of contacts between individuals 

as the more important purpose, and though it is scarcely possible now to 

sketch in any detail what the collective activities of the society might be, 

I believe that there will be not inconsiderable scope for such activities. 

mainly of an editorial kind. A good deal could be done to revive and 

popularize the works of those German political writers who in the past 

have represented a political philosophy ~ore in accord with the ideals 

we wish to foster than those who had the greatest influence during the 

past seventy years. Even a journal largely devoted to the common dis

cussion of problems of recent history might well prove beneficial, and 

might canalize discussion into a direction more profitable than the 'war

guilt' bickerings after the last war. It is possible that both in this country 

and in Germany a journal devoted not to the results of historical research 

proper, but to the exposition of history to the general public might prove 

both successful and have a real role to play if conducted by responsible 

historians. The society as such would, of course, never presume to 

decide any of the controversial questions, but in providing a forum for 

discussion and opportunity for collaboration between historians from 

different countries it would probably perform a very useful service. 

But I must not let myself be led into any discussion of detail. My pur

pose has been not to solicit support for a definite project, but rather to 

submit a tentative suggestion to your criticism. While the more I think 

about the potential good such a society might do, the more I am attracted 

by the idea, it does not seem worth pursuing it further without first 

trying it out on other people. So if you will tell me whether you think 

that some attempt in the direction indicated seems to you worth while, 

and whether the name of Lord Acton appears to you a suitable symbol 

under which such an association might be formed, this will be of great 

help to me in deciding whether to pursue the idea further or to drop it. 
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CHAPTER TEN 

Opening Address to a Conference 
at Mont Pelcrin* 

I must confess that now, when the moment has arrived to which I have 
looked forward so long, my feeling of intense gratitude to all of you is 
much tempered by an acute sense of astonishment at my temerity in 
setting all this in motion, and of alarm about the responsibility I have 
assumed in asking you to give up so much of your time and energy to 
what you might well have regarded as a wild experiment. I will, however, 
confine myself at this stage to a simple but profoundly sincere 'thank 
you'. 

It is my duty, before I step down from the position I have so im
modestly assumed, and gladly hand over to you the task of carrying on 
what fortunate circumstances have enabled me to initiate, to give you a 
somewhat fuller account of the aims which have guided me in proposing 
this meeting and suggesting its programme. I shall endeavour not to tax 
your patience too much, but even the minimum of explanation which I 

• April I, 1947. Not before published. The members of the Conference were the 
following: Maunce AlIais, Paris; Carlo.AntonL Rome; lp Barth. ZOrich; Kall Brandt, 
Stanfotd, ca1rf.; John Davenpo.~~ ~ York. N.Y.; StaglGY R. Psmgj!!M. CIillbtidge; 
Aaron Director, chiCigO. ~kcp, Freiburg i.B.; ¥cb Byc:k. OxfoM; ~ 
~~~~cago, m; H. D. Gl~ Brooklyn, N.Y.; F. D. fuabam, Prlnceton, N.].; 
F.. • IrvingtonrOn-Huasont N.Y.; H=Hazli~ New York, N.Y.; T.~, 

; • Hunold ZOrich; %£trand d~v~d. OI.~bres. Vaud; c;:arlJvgscn, 
Copenhageri, 0 • Manchester; P. H. Knight, OUcago. mi Fru:z Mashlup, 
Buffalo, N.Y.;. B. Milkr. Det;roit, Micb.; I:udJVisvon Miles, New York, N.Y.; &!1x 
~ft:; washington, D.C.; .Michael Po!atm, llIiiCIiester; Katl R. Poqw. Lon~; 

B. Ra~ Geneva. L. B. ~ !rvlngton-on-Hudson, N.V.; Lionel~, 
LOiiC1OIi; wil1id1iill6p~ Geneva; ceorse J. Stlgler, Providence, R.L; Hsrpert nnaatcn. 
Stockholm; Fransoilfrevoux, Lyon; V. O. Watts, IrvingtonrOn-Hudaon, N.Y.; C. V, 
Wedgwood, Lon<Ion. 
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ow.,e you ~ take so~e little. time .. The .\1. conviction whisA..,}¥s 
ded me 10 m efforts IS that if the lde-;i; which I believe unite us and 

for which, in site of so much a use 0 e term ere IS s· no better 
name than . , are to have any· ce 0 reviv ,a great inte ectual 
~k must be performed. This task involves both purging traditional 
liberal theory of certain accidental accretions which have become 
attached to it in the course of time, and also facing up to some real 
problems which an over-simplified liberalism has shirked or which have 
become apparent only since it has turned into a somewhat stationary and 
rigid creed. 

The belief that this is the prevailing condition has been strongly con
~med to me by the observation that in many different fields and in many 
~erent ~s of the world, individuals who have been brought up in 
different beliefs and to whom party liberalism had little attraction have 
been re~covering for themselves the basic principles of liberalis:n and 
b~ t;rYlng t~ rec~nstruct a liberal philosophy which can meet the 
obJect1ons which 10 the eyes 'of most of our contemporaries have 
defeated the promise the earlier liberalism offered. . 

During the last two years I have had the good fortune to visit several 
parts of Europe and America and I have been surprised by the number of 
lSOlated men whom I found in different places, working on essentially 
the same problems and on very similar lines. Working in isolation or in 
very small groups they are, however, constantly forced to defend the 
basic elements of their beliefs and rarely have opportunity for an inter
chan~e of opinion on the more technical problems which arise only if a 
certa1n common basis of conviction and ideals is present. 

!t ~eems to .me that effective endeavours to elaborate the general 
pnnClple~ of a liberal order are practicable only among a group of people 
who are. m agreement on .fundamentals, and among whom certain basic 
conceptions are not questioned at every step. But not only is, at this time, 
the n~~ of tho~e ~ho in anyone country agree on what seems to me 
~ basIC liberal pnnClples small, but the task is a very big one, and there 
IS much need for drawing on as wide an experience under varying 
conditions as possible. 

One of the most instructive observations to me was that, the farther 
one moves to the West, to countries where liberal institutions are still 
comparatively firm, and people professing liberal convictions still com
para~vely n~erous, th? l~s are these people prepared really to re
enrol.ne theu own conVlCtion and the more are they inclined to com
pr~m1se, and to take the accidental historical form of a liberal society 
which they have known as the ultimate standard. I found on the other 
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hand that in those countries which either had directly experienced a 

totalitarian regime, or had closely approached it, a few men had from this 

experience gained a clearer conception of the conditions and value of a 

free society. The more I discussed these problems with people in 

different countries, the more I was driven to the conviction that the 

wisdom is not all on one side, and that the observation of the actual 

decay of a civilization has taught some independent thinkers on the 

European Continent lessons which I believe have yet to be learnt in 

England and America if these countries are to avoid a similar fate. 

Yet it is not only the students of economics and politics in various 

countries who have much to profit from each other and who, by joining 

their forces across the national frontiers, could do much to advance their 

common cause. I was no less impressed by the fact of how much more 

fruitful the discussion of the great problems of our time could be 

between, say, an economist and a historian, or a lawyer and a political 

philosopher, if they shared certain common premisses, than the dis

cussion is between students of the same subjects who differed on these 

basic values. Of course, a political philosophy can never be based 

exclusively on economics or expressed mainly in economic terms. It 

seems that the dangers which we are facing are the result of an in

tellectual movement which has expressed itself in, and affected the 

attitude towards, all aspects of human affairs. Yet while in his own 

subject every one of us may have learnt to recognize the beliefs which are 

part and parcel of the movement that leads to totalitarianism, we cannot 

be sure that, e.g., as economists, we do not, under the influence of the 

atmosphere of our time, accept as uncriticallyas anyone else ideas in the 

field of history or philosophy, morals or law, which are part and parcel 

of the very system of ideas which we have learnt to oppose in our own 

field. 
The need for an international meeting of representatives of these 

different subjects seemed to me especially great as a result of the war 

which not only has for so long disrupted many of the normal contacts 

but also inevitably, and in the best of us, created a self-centredness and 

nationalist oudook which ill accords with a truly liberal approach to our 

problems. Woist of all, the war and its effects have created new obstacles 

to the resumption of international contacts which to those in the less 

fortunate countries are still practically unsurmountable without outside 

help, and are serious enough for the rest of us. There seemed clearly to 

exist a case for some sort of organization which would help to reopen 

communications between people with a common oudook. Unless some 

sort of private organization was created, there would be serious danger 
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that contacts beyond national frontiers would become increasingly 

the monopoly of those who were in one way or another tied up in the 

existing governmental or political machinery and were bound to serve 

the dominating ideologies. 

It was evident from the beginning that no permanent organization of 

this kind could be created without some experimental meeting at which 

~e usefulness of the idea could be tried out. But as this, in the present 

ctrcumstances, seemed hardly possible to arrange without considerable 

funds, I did litde but talk about this plan to as many people as would 

listen, until, to my own surprise, a fortunate accident suddenly placed 

this within the range of possibility. One of our Swiss friends here, Dr. 

Hunold, had raised funds for a cognate but different project which for 

accidental reasons had to be abandoned, and he succeeded in persuading 

the donors to turn the amount over for this new purpose. 

It was only when thus a unique opportunity offered itself that I fully 

realized what a responsibility I had taken on, and that, if the chance 

was not to be missed, I must undertake to propose this conference 

and, worst of all, to decide who was to be invited. You will perhaps 

sympathize enough with the difficulty and the embarrassing nature of 

such a task to make it unnecessary for me to apologize at length for the 

manner in which I have discharged it. 

There is only one point in this connection which I ought to explain: as 

I see our task, it is not sufficient that our members should have what used 

to be called 'sound' views. The old liberal who adheres to a traditional 

creed merelY out of tradition, however admirable his views, is not of much 

use for our purpose. What we need are people who have faced the 

arguments from the other side, who have struggled with them and fought 

themselves through to a position from which they can both critically 

meet the objection against it and justify their views. Such people are even 

less numerous than good liberals in the old sense, and there are now few 

enough even of them. But when it came to drawing up a list I discovered 

to my pleasant surprise that the number of people whom I thought had a 

title to be included in such a list was a good deal larger than I had 

expected or than could be asked to the conference. And the final selection 

had inevitably to a large extent to be arbitrary. 

It is a matter of great regret to me that, largely as a result of my 

personal shortcomings, the membership of the present conference is 

somewhat unevenly balanced and that the historians and political 

philosophers, instead of being as strongly represented as the economists, 

are a comparatively small minority. This is partly due to the fact that my 

personal contacts among this group are more limited, and to the fact 
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that even among those who were on the original list a particularly high 

proportion of the non-economists was unable to attend, but partly 

also to the fact that at this particular juncture economists seem perhaps 

to be more generally aware of the immediate dangers and of the urgency 

of the intellectual problems which we must solve if we are to have a 

chance to guide developments in a more desirable direction. There are 

similar disproportions in the national distribution of the membership of 

this conference and I particularly regret that both Belgium and Holland 

are entirely unrepresented. I have no doubt that, apart from these faults of 

which I am conscious, there are other and perhaps more serious blunders 

which I have unwittingly committed, and all I can do is to ask for your 

indulgence, and to beg your help so that in future we shall possess a more 

complete list of all those from whom we may expect sympathetic and 

active support in our efforts. 
It has given me much encouragement that not a single one of all those 

to whom I sent invitations did not express his sympathies with the aim of 

the conference and the wish to be able to take part. If nevertheless many 

of them are not here this is due to physical difficulties of one kind or 

another. You will probably like to hear the names of those who have 

expressed their wish that they could be with us and their sympathy 

with the aims of this conference.1 

In mentioning those who cannot be with us for temporary reasons I 

tn~st also mention others on whose support I had particularly counted 

but who will never again be with us. Indeed the two men with whom I 

had most fully discussed the plan for this meeting both have not lived to 

see its realization. I had first sketched the plan three years ago to a small 

group in Cambridge presided over by Sir John Oapham. who took a 

great interest in it but who died suddenly a year ago. And It is now less 

than a year since I discussed the plan in all its detail with another man 

whose whole life had been devoted to the ideals and problems with 

which we shall be concerned: Henry Simons of OUcago. A few weeks 

later he was no more. If with their names I mention that of a much 

1 I then read out the following list of names: Costatino Bresciani-Tunoni. Romc: 

Willlam H. Cbamber~ New Y ark; Ren~ Courtjp, pails; MiX ~ New Y;:~~Jrl 
Eiiliudi, Rome: Haward Ellis, Berkeley, CaIif.: A. G. B. Fiah~; BU _ 

sto:aaiO'lm; Hana KOlUit Northampton, Mass.; Wiitter Lippmann, New York; P 

Lutz Princetotl· sarvaaor de ~' Oxford; aiarIes Morsap, London; W. A. ~ 

~pton, Mass.: AiliOld ~on; aw:teS Ris~ Paris; Michael Ro , 

London: Jacques Ruet[ Pans; de! Rilsto:!', fStanb1iT; F. SchnabCt Bddet6Ctg; 

~ A!N0~: Roger TM paris; D. Villey, Poitiers; B. L. Woodward, 

• ristop, Providence, R.. ; G. Mo Y~ 'Ihou&li not present at 

the mee'aagat MOnt P~ all those namea later agreed to Join the society there formed 

IS original members. 
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younger man who had also taken a great interest in my plans and whom, 

if he had lived, I should have hoped to see as our Permanent Secretary, 

a post for which Etienne Mantoux would have been ideally suited, you 

will understand how heavy are the losses which our group has suffered 

even before it first had an opportunity to meet. 

If it had not been for these tragic deaths I should not have had to act 

alone in summoning this conference. I confess that at one time these 

blows had completely shaken my resolution to pursue the plan further. 

But w:hen the opportunity came I felt it a duty to make of it what I could. 

There is another point connected with the membership of our meeting 

which I should briefly mention. We have among us a fair number of 

regular writers for the periodical press, not in order that the meeting 

should be reported, but because they have the best opportunity to spread 

the ideas to which we are devoted. But to reassure other members it may 

be useful to mention that unless and until you should decide otherwise, 

I think this should be regarded as a private meeting and all that is said 

here in the discussion as 'off the record'. 

Let me now turn to the programme I have suggested for this meeting. 

It is obviously the first thing you will have to consider and I need hardly 

say that the proposals which I sent out and will now explain are no more 

than suggestions which this meeting mayor may not approve. 

Of the subjects which I have suggested for systematic examination by 

this conference, and of which most members seem to have approved, the 

~st is ~~ relation between what is called 'Free Enterprise' and a rJy 

competttlve order. It seems to me to be much the biggest and in some 

ways the most important problem and I hope that a considerable part of 

our discussion will be devoted to its exploration. It is the field where it is 

m~st important that we should become clear in our own minds, and 

arn:ve at an agreem~nt about the kind of programme of economic policy 

which we should Wish to see generally accepted. It is probably the set of 

problems in which t;b~ largest proportion among us are actively 

lOterested and where It IS most urgent that the work which has been 

conducted independently in parallel directions in many parts of the 

world should be brought together. Its ramifications are practically end

less, since an adequate treatment involves a complete programme of a 

liberal economic policy. It is likely that after a survey of the general 

p~oblem you may prefer to split it up into more special questions to be 

discussed in separate sessions. We could probably in this manner find 

room for one or more of the additional topics which I mentioned in one 

o~ my circulars, or for su~ further problems as that of the inflationary 

high-pressure economy which. as has been justly observed by more t1lai1 
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one member, is at the moment the main tool b which a collectivist 
development is force on e majority of coun~es. Perhaps the bes~ plan 
will be that, after devoting one or two sessIons to the general Issue, 
we set aside half an hour or so at the end of one of these discussions to 
decide on the further course of our deliberations. I propose that we 
devote the whole of this afternoon and evening to a general survey of 
this topic and perhaps you will allow me to say a few words more about 
it this afternoon. I have taken the liberty to ask Professor Aaron Director 
of OUcago, Professor Walter Eucken of Freiburg and Professor Allais of 
Paris to introduce the debate on this subject and I have no doubt that we 
shall then have more than enough food for discussion. 

Profoundly important as the problems of the principles of economic 
order are, there are several reasons why I hope that we will, still during 
the first part of the conference, have time also for so~e. of the o~r 
topics. We are probably all agreed that the roots ~f the politlc:Uand social 
dangers which we face are not purely econOmlC and that, if we are to 
preserve a free society, a revision not only of the strictly economic 
concepts which rule our generation is required. I believe it will also help 
to make us more rapidly acquainted if during the early part of the 
conference we range over a rather wider field and look at our problems 
from several angles before we attempt to proceed to more technical 
aspects or problems of detail. 

y DU will probably agree that the intemretation and tAAcbini of history 
s durin the t two clons been one of the main instruments 

throu h whi essenti anti- conce tions of human s 
~l?re~ W1 espre atalism which regar s all dev opments t 
have in fact taken place as inevitable consequences of great laws of 
necessary historical development, the historical relativism which denies 
any moral standards except tho~e. of ~uccess an~ n~>1~-success,. the 
emphasis on mass movements as distiOgutshed from lOdiVldual achieve
ments, and not least the general emphasis on material necessity as against 
the power of ideas to shape our future, are all different facets of a problem 
as important and almost as wide as the economic problem. I have 
suggested as a separate subject for discussion merely one aspect of this 
wide field the relation between historiography and political education, 
but it is ~ aspect which should soon lead us to the ,,?der problem. I am 
very glad that Miss Wedgwood and Professor AntOOl have consented to 
open the discussion on this question. 

It is, I think, important that we fully real.i.ze that the popular liberal 
creed, on the Continent and in America more than in England, contained 
many elements which on the one hand often led its adherents directly 
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into the folds of socialism or nationalism, and on the other hand anta
gonized many who shared the basic values of individual freedom but 
were repelled by the aggressive rationalism which would recognize no 
values except those whose utility (for an ultimate purpose never dis
closed) could be demonstrated by individual reason, and which pre
sumed that science was competent to tell us not only what is but also 
what ought to be. Personally I believe that this false rationalism, which 
gained influence in the French Revolution and which during the past 
hundred years has exercised its influence mainly through the twin move
ments of Positivism and Hegelianism, is an expression of an intellectual 
hubris which is the opposite of that intellectual humility which is the 
essence of the true liberalism that regards with reverence those spon
taneous social forces through which the individual creates things 
greater than he knows. It is this intolerant and fierce rationalism which is 
mainly responsible for the gulf which, particularly on the Continent, has 
often driven religious people from the liberal movement into re
actionary camps in which they felt little at home. I am convinced that 
unless this breach between true liberal and religious convictions can be 
healed there is no hope for a revival of liberal forces. There are many 
signs in Europe that such a reconciliation is today nearer than it has been 
for a long time, and that many people see in it the one hope of preserving 
the ideals of Western civilization. It was for this reason that I was 
specially anxious that the subject of the relation between Liberalism and 
amstianity should be made one of the separate topics of our discussion; 
and although we cannot hope to get far in exploring this topic in a single 
meeting, it seems to me essential that we should explicidy face the 
problem. 

The two further topics which I have suggested for discussion are 
questions of the practical application of our principles to the problems of 
our time rather than questions of principles themselves. But both the 
problem of the future of Germany, and that of the possibilities and 
prospects of a European federation, seemed to me problems of such 
immediate urgency that no international group of students of politics 
should meet without considering them, even if we cannot hope to do 
more than clear our own minds a little by an exchange of views. They are 
both questions on which the present state of public opinion more than 
anything else is the great obstacle to any reasonable discussion and I feel 
that it is a special duty not to shirk their consideration. It is a symptom of 
their complexity that I have had the greatest difficulty in persuading any 
members of this conference to open the discussion on these two 
subjects. 
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There is one other topic which I should have liked to see discussed 

because it seems to me central to our problem, namely the meaning and 

conditions of the Rule of Law. If I did not actually suggest it it was 

because, in order to discuss this problem adequately, it would have been 

necessary to extend our membership even further and to include 

lawyers. It was a.gain largely lack of knowledge on my part which pre

vented this, and I mention it largely in order to make it clear how wide 

we shall have to cast our net if in any permanent organization we are to 

be competent adequately to deal with all the different aspects of our task. 

But the programme I have suggested is probably ambitious enough for 

this one conference and I will now leave this point and turn to one or two 

other matters on which I ought to comment briefly. 

So far as the first of these, the formal organhation of this conference, is 

concerned, I don't think we need to burden ourselves with any elaborate 

machinery. We could not have wished for a person better qualified to 

preside over us at this first meeting than Professor Rappard and I am sure 

you will allow me to thank him on your behalf for having consented. 

But we should not expect him or anyone else to carry this burden 

throughout the conference. The most appropriate arrangement will 

probably be to have this task rotate and, if you agree, one of the acts of 

this first meeting will be to elect cha.irmen for the next few meetings. 

If the meeting will agree on a programme at least for the first part 

of the conference, little formal business should arise until we have 

to consider the agenda for the second part which I have suggested we 

might do at a special meeting on Monday evening. It would probably be 

wise if in addition we set up, at this meeting, a small standing committee 

of five or six members to fill in any details of the programme on which 

we agree now or to make any changes which circumstances may show 

to be desirable. You may also feel it desirable to appoint a secretary to 

the conference, or perhaps still better, two secretaries, one to look after 

the programme and another to be in charge of general arrangements. I 

believe this would be amply sufficient at this stage to regularize our 

proceedings. 
There is another point of organization which I should probably 

mention at this stage. I shall of course see that proper minutes will be 

kept of the business part of our discussions. But no arrangements have 

been made or seemed practicable for obtaining a shorthand record of our 

discussions. Apart from the technical difficulties, this would also have 

impaired the private and informal character of our discussions. But I 

hope that the members will themselves keep some notes of their major 

contributions so that, if the conference should decide to embody its 
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main results in some kind of written record, it will be easy for them to put 

on paper the essence of their remarks. 

There is also the question of language. In my preliminary corre

spondence I have tacitly assumed that all the members are familiar with 

English, and ~ this is certainly true of the majority of us, it would greatly 

facilitate our deliberations if English were mainly used. We are not in the 

fortunate position of official international bodies which command a 

staff of interpreters. It seems to me that the rule should be that every 

member should use the language in which he can hope to make himself 

most widely understood. 
The immediate purpose of this conference is, of course, to provide an 

opportunity for a comparatively small group of those who in different 

parts of the world are striving for the same ideals, to get personally 

acquainted, to profit from one another's experience, and perhaps also 

to give mutual encouragement. I am confident that at the end of these 

ten days you will agree that this meeting will have been well worth while 

if it has achieved no more than this. But I rather hope that this experiment 

in collaboration will prove so successful that we shall want to continue 

it in one form or another. 
However small the total number of people of our general outlook may 

be, there are of course among them many more competent scholars 

actively interested in the problems I have outlined than the small 

number present. I could myself have drawn up a list two or three times as 

long, and from the suggestions I have already received I have no doubt 

that together we could without difficulty compile a list of several hundred 

men and women in the various countries who share our general beliefs 

and would be willing to work for them. I hope we will compile such a 

list, selecting the names rather carefully, and design some means of 

continued contacts between these people. A beginning of such a list I am 

placing on the table and I hope you will add to it as many names as you 

think desirable, indicate by your signatures which of the other proposals 

you wish to support, and also perhaps let me know privately if any of the 

persons appearing on the list seem to you to be unsuitable for inclusion 

among the members of a permanent organhation. We should probably 

not include any name unless it receives the support of two or three 

members of our present group and it may be desirable, later during the 

conference, to set up a small scrutiny committee to edit a final list. I 

assume that all those who were invited to this conference but were 

unable to attend will as a matter of course be included in this list. 

There are of course many forms in which such regular contacts might 

be provided. When in one of my circulars I employed the somewhat . 
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highflown expression of an 'International Academy for Political 
Philosophy' I meant to emphasize by the term 'Academy' one aspect 
which seems to me essential if such a permanent organization is to fulfil 
its purpose: it must remain a closed society. not open to all and sundry. 
but onl to 0 le who share with us certain common convictions. This 
character can 0 y preserved' membership can be acquired only by 
election, and if we treat admission into our circle as seriously as the great 
leamed academies. I did not mean to suggest that we call ourselves an 
Academy. It will be for you, if you decide to form a Society, to choose 
a name for it. I have been rather attracted by the idea of calling it The 
Acton-Tocqueville Society, and somebody has suggested that it might 
be appropriate to add Jakob Burckhatdt as a third patron saint. But this 
is a question we need not yet consider at this stage. 

Beyond the important point that, as it seems to me, whatever per
manent body we form must be a closed society, I have no strong view 
about its organization. Much is to be said for giving it, at first at least, the 
loosest possible form and making it, perhaps, no more than a kind of 
correspondence society in which the list of members serves no other 
purpose than to enable them to keep in direct contact with each other. If 
it were practicable, as I fear it is not, to arrange that all the members 
provided one another with reprints or mimeographed copies of their 
relevant writings, this would in many ways be one of the most useful 
things we could do. It would, on the one hand, avoid the danger, which 
a specialized journal would create, that we would talk only to those 
already converted, but it would, on the other, keep us informed of the 
parallel or complementary activities of others. But the two desiderata, 
that the efforts of the members of our group should reach a great variety 
of audiences and not be confined to those who are already converted, 
and that at the same time the members of our group should be kept fully 
informed of one another's contributions, should somehow be reconciled, 
and we shall at least have to consider the possibility of sooner or later 
issuing a journal. 

But it may well be that for some time to come such a loose and in
formal arrangement as I have suggested is all that we can achieve, since 
more would require greater financial means than we shall be able to raise 
from our midst. If there were larger funds available, all sorts of possi
bilities might open up. But, desirable as this might be, I shall be content 
with such a modest beginning if that is all we can do without in any 
manner compromising our complete independence. 

This conference itself of course illustrates how the pursuit of our aims 
is dependent on the availability of some financial means, and we cannot 
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expect to be often so fortunate as we have been this time in securing the 
necessary funds for it mainly from Swiss and, so far as the travelling 
expenses of the American members are concerned, from American 
sources, without any strings or conditions being attached to the offer. I 
wanted to take the earliest opportunity explicitly to reassure you on this 
point and at the same time to say how grateful we must be to Dr. Hunold 
who has raised the Swiss funds, and to Mr. W. H. Luhnow of the 
William Volker Charities Trust in Kansas City, who has made possible 
the participation of our American friends, for their help in this respect. 
To Dr. Hunold we are further indebted for undertaking all the local 
arrangements; and all the pleasures and comforts we are now enjoying 
we owe to his efforts and foresight. 

I feel that it will be best if we do not turn to any discussion of the 
practical task I have mentioned until we are much better acquainted with 
one another and have more experience of the possibilities of collaboration 
than we have now. I hope there will be a good deal of private conver
sation on these questions during the next few days and that in the course 
of these our ideas will gradually crystallize. When after three days of 
work and another three days of more informal companionship we 
resume our regular business meetings, one of those meetings should 
probably be set aside for a systematic examination of the possibilities. I 
will defer till then any attempt to justify the name which I have tentatively 
suggested for the permanent Society or any discussion of the principles 
and aims which would have to govern its activity. 

For the time being we are just the Mont PeIerin Conference to which 
you will have to give your own laws and whose procedure and destiny 
is now entirely in your hands. 



CHAPTER ELEVEN 

The Principles of a Liberal 
Social Order 

I. BY;liberalism' I shall understand here the conception o£a.desira.ble 
poli~caI or~er which in ~e.first instance was develo~!! ~J:~ng~d f!9!Il 
the ttme of the Old Whigs 111 the ~er~ of tl].e seyenteehth centu,ry to 
that of Gladstone at the end OTtlie nineteenth. David Hume, Adam 
Smith, Edmund Burke, T. B. Macaulayand Lord Acton may be re" 
garded as its typical representatives in England. It was this conception 
~f individual liberty under the law which in the first instance inspired the 
liberal movements on the Continent and which became the basis of the 
American political tradition. A few of the leading political thinkers in 
those countries like B. Constant and A. de Tocqueville in France, 
Immanuel Kant, Friedrich von Schiller and Wilhelm von Humboldt 
in Germany, and James Madison, John Marshall and Daniel Webster in 
the United States belong wholly to it. 

2. This liberalism must be clearly distinguished from another, 
originally Continental European tradition, also called 'liberalism' of 
which what now claims this name in the United States is a direct 
?escendant. This latter view, though beginning with an attempt to. 
tmitate the first tradition, interpreted it in the spirit of a constructivist 
rationalism prevalent in France and thereby made of it something very 
different, and in the end, instead of advocating limitations on the powers 
of government, ended up with the ideal of the unlimited powers of the 
majority. This is the tradition ofVoltaire, Rousseau, Condorcet and the 
French Revolution which became the ancestor of modem socialism. 

• A paper submitted to the Tokyo Meeting of the Mont P&rin Society. September 1966. 
and published in 11 PoIilifD, Dccembet 1966. 
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expectedly had followed on the limitations placed on the powers of 
government out of sheer distrust of the rulers. Only after it was found 
that the unquestioned greater personal liberty which the Englishman 
enjoyed in the eighteenth century had produced an unprecedented 
material prosperity were attempts made to develop a systematic theory 
of liberalism, attempts which in England never were carried very far 
while the Continental interpretations largely changed the meaning of the 
English tradition. 

6. Liberalism thus derives from the discovery of a self-generating or 
spontaneous order in social affairs (the same discovery which led to the 
recognition that there existed an object for theoretical social sciences), an 
order which made it possible to utilize the knowledge and skill of all 
members of society to a much greater extent than would be possible in 
any order created by central direction, and the consequent desire to make 
as full use of these powerful spontaneous ordering forces as possible. 

7. It was thus in their efforts to make licit the rinci les of an order 
alread existin ut onI in an im rfect form that nu 
followers dev 0 e basic rinci les of liberalism in order to 
demonstrate e eslta ty of their gene app cation; In domg s 
tliey were able to presuppose £a:mmartty wlih the common law con
ception of justice' and with the ideals of the rule of law and of govern
ment under the law which were little understood outside the Anglo
Saxon world; with the result that not oo1y were their ideas not fully 
understood outside the English-speaking countries, but that they ceased 
to be fully understood even in England when Bentham and his followers 
replaced the English legal tradition by a constructivist utilitarianism 
derived more from Continental rationalism than from the evolutionary 
conception of the English tradition. 

S. The central concept of liberalism is that under the enforcement of 
universal rules of just conduct, protecting a recognizable private 
domain of individuals, a spontaneous order of human activities of 
much greater complexity will form itself than could ever be produced by 
deliberate arrangement, and that in consequence the coercive activities 
of government should be limited to the enforcement of such rules, what
ever other services government may at the same time render by ad
ministering those particular resources which have been placed at its 
disposal for those purposes. 

9. distinction between a s nlaneollS order based on abstract rules 
which leave indiVl s ee to use their own knowl e 0 

own urposes, an an organIzation or a"angement based on commands, is 
lmportance e un erstan 0 pnnClp 0 a . 
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society and must in the following paragraphs be explained in some 
detail, especially as the spontaneous order of a free society will contain 
many organizations (including the biggest organization, government), 
but the two principles of order cannot be mixed in any manner we may 
wish. 

10. The first peculiarity of a spontaneous order is that by using its 
ordering forces (the regularity of the conduct of its members) we can 
achieve an order of a much more complex set of facts than we could ever 
achieve by deliberate arrangement, but that, while availing ourselves of 
this possibility of inducing an order of much greater extent than we 
otherwise could, we at the same time limit our power over the details 
of that order. We shall say that when using the former principle we 
shall have power only over the abstract character but not over the 
concrete detail of that order. 

I I. No less important is the fact that, in contrast to an organization, 
neither has a spontaneous order a pu..--pose nor need there be agr~ment 
on the concrete results it will produce in order to agree on the desirability 
of such an order, because, being independent of any particular purpose, 
it can be used for, and will assist in the pursuit of, a great many different, 
divergent and even conflicting individual purposes. Thus the order of 
the market, in articular rests not on common oses but on 

t is on the recon . erent purposes or the 
mu toe Cl ants. 

I z. The conception of the common welfare or of the public good of a 
free society can therefore never be defined as a sum of known particular 
results to be achieved, but only as an abstract order which as a whole is 
not oriented on any particular concrete ends but provides merely the 
best chance for any member selected at random successfully to use his 
knowledge for his purposes. Adopting a term of Professor Michael 
Oakeshott (London), we may call such a free societY a nomocratic (law-

ovemed as distin . hed from an unfree lelocratic ose-govemed) 
social or 

13. The great importance of the spontaneous order or nomocracy 
rests on the fact that it extends the possibility of peaceful co-existence of 
men for their mutual benefit beyond the small group whose members 
have concrete common purposes, or were subject to a common superior, 
and that it thus made the appearance of the Great or OPen Society possible. 
This order which has progressively grown beyond the organizations of 
the family, the horde, the clan and the tribe, the principalities and even 
the empire or national state, and has produced at least the beginning of a 
world society, is based on the adoption-without and often against the 
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desire of political authority-of rules which came to prevail because the 
groups who observed them were more successful; and it has existed and 
grown in extent long before men were aware of its existence or under
stood its operation. 

14. The spontaneous order of the market, based on reciprocity or 
mutual benefits, is commonly described as an economic order; and in the 
vulgar sense of the term 'economic' the Great Society is indeed held 
together entirely by what are commonly called economic forces. But it is 
exceedingly misleading, and has become one of the chief sources of 
confusion and misunderstanding, to call this order an economy as we 
do when we speak of a national, social, or world economy. This is at 
least one of the chief sources of most socialist endeavour to turn the 
spontaneous order of the market into a deliberately run organization 
serving an agreed system of common ends. 

1 S. ~ economy in the strict sense of the word in which we can call a 
household, a farm. an enterprise or even the financial aamIiiiStration of 
government an economy, is indeed an organization or a detiberate 
arrangement of a given stock of resources in the service of a unitary 
or er 0 purposes. t rests on a system 0 co erent easlo 
. le view of the r tlve 1m ortance 0 e different corn ting 

ses determines uses to made of the different resources. 
16. The spontaneous or er 0 e mar et resUlting from the inter

action of many such economies is something so fundamentally different 
from an economy proper that it must be regarded as a great misfortune 
that it has ever been called by the same name. I have become convinced 
that this practice so constandy misleads people that it is necessary to 
invent a new technical term for it. I propose that we call this spontaneous 
order of the market a calallaxy in analogy to the term 'catallactics', which 
has often been proposed as a substitute for the term 'economics'. (Both 
'catallaxy' and 'catallactics' derive from the ancient Greek verb kalallal
I,in which, significandy, means not only 'to barter' and 'to exchange' but 
also 'to admit into the community' and 'to turn from enemy into friend'.) 

17. The chief point about the catallaxy is that, as a spontaneous order, 
its orderliness does nol rest on its orientation on a single hierarchy of 
ends, and that, therefore, it will nol secure that for it as a whole the more 
important comes before the less important. This is the chief cause of its 
condemnation b its 0 nents, and it could be said that most of the 
s . st eman s amount to no t 
be turned into an econom 
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the free society must therefore show that it is due to the fact that we 
do not enforce a unitary scale of concrete ends, nor attempt to secure 
that some particular view about what is more and what is less important 
governs the whole of society, that the members of such a free society 
have as good a chance successfully to use their individual knowledge for 
the achievement of their individual purposes as they in fact have. 

18. The extension of an order of peace beyond the small purpose
oriented organization became thus possible by the extension of purpose
independent ('formal') rules of just conduct to the relations with other 
men who did not pursue the same concrete ends or hold the same values 
except those abstract rules-rules which did not impose obligations for 
particular actions (which always presuppose a concrete end) but con
sisted solely in prohibitions from infringing the protected domain of 
each which these rules enable us to determine. Liberalism is therefore in
se ble fr m ti· n of rivate ro which is the name we 
usuall ive to the material art of this rotected 11ldivi ual domain. 

19. But' . ralism presupposes e e orcement 0 ru es 0 just 
conduct and expects a desirable spontaneous order to form itself only if 
appropriate rules of just conduct are in fact observed, it also wants to 
restrict the coercive powers of government to the enforcement of such 
rules of just conduct, including at least one prescribing a positive duty, 
namely, the rule requiring citizens to contribute according to uniform 
principles not only to the cost of enforcing those rules but also to the 
costs of the non-coercive service functions of government which we 
shall presendy consider. Liberalism is therefore the same as the deman 
for the rule of law in the classi sense 0 term according to which the 
coercive functions of ovemment are stn@y lliiiited to the enforcement 
of' es of w mearun orm es 0 ust con uct towar s 
one's ows. e 'rule of law' corresponds here to what in German is 
called 11Iateri,ller Rechlsslaal as distinguished from the mere formelle 
Rechlssfaa/which requires only that each act of government is authorized 
by legislation, whether such a law consists of a general rule of just 
conduct or not.) 

10. Liberalism recognizes that there are certain other services which 
for various reasons the spontaneous forces of the market may not pro
duce or may not produce adequately, and that for this reason it is 
desirable to put at the disposal of government a clearly circumscribed 
body of resources with which it can render such services to the citizens in 
general. This requires a sharp distinction between the coercive powers of 
government, in which its actions are stricdy limited to the enforcement 
of rules of just conduct and in the exercise of which all discretion is 
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excluded, and the provision of services by government, for which it 
can use only the resources put at its disposal for this purpose, has no 
coercive power or monopoly, but in the use of which resources it enjoys 
wide discretion. 

21. It is significant that such a conception of a liberal order has arisen 
only in countries in which. in ancient Greece and Rome no less than in 
modem Britain, . ustice was conceived as somethin to be discovered by 
the e orts 0 JU es or s 0 an not as determined b the arbitrary 
w 0 anr au on!y; t It ways ha . culty in takin~ roots in 
countries .In which law was conceived rimarily as the roduct of 
d rate glS tIon, an t It e e e e un er e 
joint iDfIuence of le ositivism and of democratic doctrine, both 
o w . ch know no other criterion of JUStice e 
legislator. 

22. Liberalism has indeed inherited from the theories of the common 
law and from the older (pre-rationalist) theories of the law of nature, and 
also presupposes, a conception of justice which allows us to distinguish 
between such rules of just individual conduct as are implied in the con
ception of the 'rule of law' and are required for the formation of a 
spontaneous order on the one hand, and all the particular commands 
issued by authority for the purpose of organization on the other. This 
essential distinction has been made explicit in the legal theories of two of 
the greatest philosophers of modern times, David Hume and Immanuel 
Kant, but has not been adequately restated since and is wholly un
congenial to the governing legal theories of our day. 

23. The essential points of this conception of justice are (a) that justice 
can be meaningfully attributed only to human action and not to any state 
of affairs as such without reference to the question whether it has been, or 
could have been, deliberately brought about by somebody; (b) that the 
rules of justice have essentially the nature of prohibitions, or, in other 
words, that injustice is really the primary concept and the aim of rules of 
just conduct is to prevent unjust action; (c) that the injustice to be pre
vented is the infringement of the protected domain of one's fellow men, 
a domain which is to be ascertained by means of these rules of justice ; and 
(d) that these rules of just conduct which are in themselves negative can 
be developed by consistently applying to whatever such rules a society 
has inherited the equally negative test of universal applicability-a test 
which, in the last resort, is nothing else than the self-consistency of the 
actions which these rules allow if applied to the circumstances of the real 
world. These four crucial points must be developed further in the 
following paragraphs. 
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24. Ad (a): Rules of just conduct can require the individual to take 
into account in his decisions only such consequences of his actions as he 
himself can foresee. The concrete results of the catallaxy for particular 
people are, however, essentially unpredictable; and since they are not the 
effect of anyone's design or intentions, it is meaningless to describe the 
manner in which the market distributed the good things of this world 
among particular people as just or unjust. This, however, is what the so
called 'social' or 'distributive' justice aims at in the name of which the 
liberal order of law is progressively destroyed. We shall later see that no 
test or criteria have been found or can be found by which such rules of 
'social justice' can be assessed, and that, in consequence, and in contrast 
to the rules of just conduct, they would have to be determined by the 
arbitrary will of the holders of power. 

25. Ad(b): No particular human action is fully determined without a 
concrete purpose it is meant to achieve. Free men who are to be allowed 
to use their own means and their own knowledge for their own purposes 
must therefore not be subject to rules which tell them what they m1;!2t 
positivel do but onl to rules which tell them what the must not do; 
exce t for the dischar e of obli ations an.ln VI 

in,eure , the rules of just con uct us mer y e e range of 
~rmissible actions but do not determine the articular actions a man 
must ta e at a part! moment. ere are certaIn rare exceptrOilsto 
this, like aCtions to save or protect life, prevent catastrophes, and the like, 
where either rules of justice actually do require, or would at least 
generally be accepted as just rules if they required, some positive action. 
It would lead far to discuss here the position of such rules in the system.) 
The generally negative character of the rules of just conduct, and the 
corresponding primacy of the injustice which is prohibited, has often 
been noticed but scarcely ever been thought through to its logical 
consequences. 

26. Ad (&): The injustice which is prohibited by rules of just conduct 
is any encroachment on the protected domain of other individuals, and 
they must therefore enable us to ascertain what is the protected sphere of 
others. Since the time of John Locke it is customary to describe this pro
tected domain as property (which Locke himselfhad defined as 'the life, 
liberty, and possessions of a man'). This term suggests, however, a much 
too narrow and purely material conception of the protected domain 
which includes not only material goods but also various claims on others 
and certain expectations. If the concept of property is, however, (with 
Locke) interpreted in this wide sense, it is true that law, in the sense of 
rules of justice, and the institution of property are inseparable. 
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27. Ad (tl): It is impossible to decide about the justice of anyone 
particular rule of just conduct except within the framework of a whole 
system of such rules, most of which must for this purpose be regarded as 
unquestioned: values can always be tested only in terms of other values. 
The test of the justice of a rule is usually (since Kant) described as that of 
its 'universalizability', i.e., of the possibility of willing that the rules 
should be applied to all instances that correspond to the conditions 
stated in it (the 'categorical imperative'). What this amounts to is that in 
applying it to any concrete circumstances it will not conflict with any 
other accepted rules. The test is thus in the last resort one of the com
patibility or non-contradictoriness of the whole system of rules, not 
merely in a logical sense but in the sense that the system of actions which 
the rules permit will not lead to conflict. 

2.8. It will be noticed that only purpose-independent ('formal') rules 
pass this test because, as rules which have originally been developed in 
small, purpose-connected groups ('orga.nttations') are progressively 
extended to larger and larger groups and finally universalized to apply to 
the relations between any members of an Open Society who have no 
concrete purposes in common and merely submit to the same abstract 
rules, they will in this process have to shed all references to particular 
purposes. 

2.9. The growth from the tribal organization, all of whose members 
served common purposes, to the spontaneous order of the Open Society 
in which people are allowed to pursue their own purposes in peace, may 
thus be said to have commenced when for the first time a savage placed 
some goods at the boundary of his tribe in the hope that some member of 
another tribe would find them and leave in turn behind some other 
goods to secure the repetition of the offer. From the first establishment 
of such a practice which served reciprocal but not common purposes, a 
process has been going on for millennia which, by making rules of 
conduct independent of the particular purposes of those concerned, 
made it possible to extend these rules to ever wider circles of un
determined persons and eventually might make possible a universal 
peaceful order of the world. 

~o. The character of those universal rules of just individual conduct, 
which liberalism presupposes and wishes to improve as much as possible, 
has been obscured by confusion with that other part of law which 
determines the organization of government and guides it in the ad
ministration of the resources placed at its disposal. It is a characteristic of 
liberal sode that the rivate individual can be coerced to obe 001 the 
rules of private and crinun e progreSSive permeation of 
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the merely formelle Rechsslaat), of course no longer provides any pro
tection of individual freedom. 

34. If it was the nature of the constitutional arrangements prevailing 
in all Westem democracies which made this development possible, the 
driving force which guided it in the particular direction was the growing 
recognition that the application of uniform or equal rules to the conduct 
of individuals who were in fact very different in many respects, inevitably 
produced very different results for the different individuals; and that in 
order to bring about by government action a reduction in these un
intended but inevitable differences in the material position of different 
people, it would be necessary to treat them not according to the same but 
according to different rules. This gave rise to a new and altogether 
different conception of justice, namely that usually described as 'social' 
or 'distributive' justice, a conception of justice which did not confine 
itself to rules of conduct for the individual but aimed at particular 
results for particular people, and which therefore could be achieved only 
in a purpose-governed organization but not in a purpose-independent 
spontaneous order. 

35. The concepts of a 'just price', a 'just remuneration' or a 'just dis
tribution of incomes' are of course very old; it deserves notice, however, 
that in the course of the efforts of two thousand years in which philo
sophers have speculated about the meaning of these concepts, not a 
single rule has been discovered which would allow us to determine what 
is in this sense just in a market order. Indeed the one group of scholars 
which have most persistently pursued the question, the schoolmen of the 
later middle ages and early modem times, were finally driven to define 
the just price or wage as that price or wage which would form itself on a 
market in the absence of fraud, violence or privilege-thus referring 
back to the rules of just conduct and accepting as a just result whatever 
was brought about by the just conduct of all individuals concerned. This 
negative conclusion of all the speculations about 'social' or 'distributive' 
justice was, as we shall see, inevitable, because a just remuneration or 
distribution has meaning only within an organization whose members 
act under command in the service of a common system of ends, but can 
have no meaning whatever in a catallaxy or spontaneous order which 
can have no such common system of ends. 

36. A state of affairs as such, as we have seen, cannot be just or unjust 
as a mere fact. Only in so far as it has been brought about designedly or 
could be so brought about does it make sense to call just or unjust the 
actions of those who have created it or permitted it to arise. In the 
catallaxy, the spontaneous order of the market, nobody can foresee, 
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however, what each participant will get, and the results for particular 
people are not determined by anyone's intentions; nor is anyone 
responsible for particular people getting particular things. We might 
therefore question whether a deliberate choice of the market order as the 
method for guiding economic activities, with the unpredictable and in a 
great measure chance incidence of its benefits, is a just decision, but 
certainly not whether, once we have decided to avail ourselves of the 
catallaxy for that purpose, the particular results it produces for particular 
people are just or unjust. 

37. t the con t of . ustice is nevertheless so commonl and 
re1-dil a lied to the distn utlon 0 11lcomes is entire! the effect of an 
erroneous an opomom c 11lterpretatlon 0 sOCIety as an organization 
rather than as a s ontaneous order. The term 'distribution' is in this sense 
quite as mis ea as e term econom , S11lce It a so su ests t 
some g IS e res to' erate action which in act is the resu t of 
seontaneous ordering forces. Nobody distributes income in a market 
order (as woUla11ive to he done in an organization) and to speak, with 
respect to the former, of a just or unjust distribution is therefore simple 
nonsense. It would be less misleading to speak in this respect of a 'dis
persion' rather than a 'distribution' of incomes. 

38. All endeavours to secure a 'just' distribution must thus be 
directed towards turning the spontaneous order of the market into an 
organization or, in other words, into a totalitarian order. It was this 
striving after a new conception of justice which produced the various 
steps by which rules of organization ('public law'), which were designed 
to make people aim at particular results, came to supersede the purpose
independent rules of just individual conduct, and which thereby grad
ually destroyed the foundations on which a spontaneous order must rest. 

39. The ideal of using the coercive powers of government to achieve 
'positive' (i.e., social or distributive) justice leads, however, not only 
necessarily to the destruction of individual freedom, which some might 
not think too high a price, but it also proves on examination a mirage or 
an illusion which cannot be achieved in any circumstances, because it 
presupposes an agreement on the relative importance of the different 
concrete ends which cannot exist in a great society whose members do 
not know each other or the same particular facts. It is sometimes 
believed that the fact that most people today desire social justice demon
strates that this ideal has a determinable content. But it is unfortunately 
only too possible to chase a mirage, and the consequence of this is always 
that the result of one's striving will be utterly different from what one had 
intended. 
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40. There can be no rules· which determine how much everybody 
'ought' to have unless we make some unitary conception of relative 
'merits' or 'needs' of the different individuals, for which there exists no 
objective measure, the basis of a central allocation of all goods and 
services-which would make it necessary that each individual, instead of 
using his knowledge for his purposes, were made to fulfil a duty imposed 
upon him by somebody else, and were remunerated according to how 
well he has, in the opinion of others, performed this duty. This is the 
method of remuneration appropriate t9 a closed organization, such as 
an army, but irreconcilable with the forces which maintain a spontaneous 
order. 

41. It ought to be freely admitted that the market order does not bring 
about any close correspondence between subjective merit or individual 
needs and rewards. It operates on the principle of a combined game of 
skill and chance in which the results for each individual may be as much 
determined by circumstances wholly beyond his control as by his skill or 
effort. Each is remunerated according to the value his particular services 
have to the particular people to whom he renders them, and this value of 
his services stands in no necessary relation to anything which we could 
appropriately call his merits and still less to his needs. 

41. It deserves special emphasis that, strictly speaking, it is meaning
less to speak of a value 'to society' when what is in question is the value of 
some services to certain people, services which may be of no interest to 
anybody else. A violin virtuoso presumably renders services to entirely 
different people from those whom a football star entertains, and the 
maker of pipes altogether different people from the maker of perfumes. 
The whole conception of a 'value to society' is in a free order as illegiti
mate an anthropomorphic term as its description as 'one economy' in the 
strict sense, as an entity which 'treats' people jusdy or unjusdy, or 'dis
tributes' among them. The results of the market process for particular 
individuals are neither the result of anybody's will that they should have 
so much, nor even foreseeable by those who have decided upon or 
support the maintenance of this kind of order. 

45. Of all the complaints about the injustice of the results of the market 
order the one which appears to have had the greatest effect on actual 
policy, and to have produced a progressive destruction of the equal rules 
of just conduct and their replacement by a 'social' law aiming at 'social 
justice', however, was not the extent of the inequality of the rewards, nor 
their disproportion with recognizable merits, needs, efforts, pains in
curred, or whatever else has been chiefly stressed by social philosophers, 
but the demands for protection against an undeserved descent from an 
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already achieved position. More than by anything else the market order 
has been distorted by efforts to protect groups from a decline from their 
former position; and when government interference is demanded in the 
name of 'social justice' this now means, more often than not, the demand 
for the protection of the existing relative position of some group. 'Social 
justice' has thus become little more than a demand for the protection of 
vested interests and the creation of new privilege, such as when in the 
name of social justice the farmer is assured 'parity' with the industrial 
worker. 

# The important facts to be stressed here are that the positions thus 
protected were the result of the same sort of forces as those which now 
reduce the relative position of the same people, that their position for 
which they now demand protection was no more deserved or earned 
than the diminished position now in prospect for them, and that their 
former position could in the changed position be secured to them only 
by denying to others the same chances of ascent to which they owed their 
former position. In a market order the fact that a group of persons has 
achieved a certain relative position cannot give them a claim in justice to 
maintain it, because this cannot be defended by a rule which could be 
equally applied to all. 

45. The aim of economic policy of a free society can therefore never 
be to assure particular results to particular people, and its success cannot 
be measured by any attempt at adding up the value of such particular 
results. In this respect the aim of what is called 'welfare economics' is 
fundamentally mistaken, not only because no meaningful sum can be 
formed of the satisfactions provided for different people, but because its 
basic idea of a maximum of need-ful6lment (or a maximum social 
product) is appropriate only to an economy proper which serves a single 
hierarchy of ends, but not to the spontaneous order of a catallaxy which 
has no common concrete ends. 

46. Though it is widely beli~ved that the conception of an optimal 
economic policy ( or any judgment whether one economic policy is better 
than another) presupposes such a conception of maximizing aggregate 
real social income (which is possible only in value terms and therefore 
implies an illegitimate comparison of the utility to different persons), this 
is in fact not so. An optimal policy in a cabfh>l may aim, and ought to 
~ at increasing the chances of any member 0 society taken at random 
ofllavin a hi h lncome or what amounts to the same thin , the chance 
that, w tever his share in total income may be, the real equivalent 0 

share will be as large as we know how to lnak.e it. 
47. This condition will be approached as closely as we can manage, 
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irrespective of the dispersion of incomes, if everything which is produced 
is being produced by persons or organizations who can produce it more 
cheaply than (or at least as cheaply as) anybody who does not produce it, 
and is sold at a price lower than that at which it would be possible to offer 
it for anybody who does not in fact so offer it. (This allows for persons or 
organizations to whom the costs of producing one commodity or service 
are lower than they are for those who actually produce it and who still 
produce something else instead, because their comparative advantage 
in that other production is still greater; in this case the total costs of their 
producing the first commodity would have to include the loss of the one 
which is not produced.) 

48. It will be noticed that this optimum does not resu ose what 
economlc theo ect com nl that there are no 
<> stacles to the en into each trade and that the market ct10ns 
ade uate In s readin information about 0 ortunities. It should also 
be s y 0 serve t' s modest and achievable goal has never yet 
been fully achieved because at all times and everywhere governments 
have both restricted access to some occupations and tolerated persons 
and organizations deterring others from entering occupations when this 
would have been to the advantage of the latter. 

49. This optimum position means that as much will be produced of 
whatever combination of products and services is in fact produced as 
can be produced by any method that we know, because we can through 
such a use of the market mechanism bring more of the dispersed know
ledge of the members of society into play than by any other. But it will be 
achieved onl if we leave the share in the total which each member w"iIT 
get, to y 
because it is orilv tfiiouJ?:1i the market oetermlnation of incomes that each 
is led to do what this result requires. 

, o. We owe, in other words, our chances that our unpredictable share 
in the total product of society represents as large an aggregate of goods 
and services as it does to the fact that thousands of others constandy 
submit to the adjustments which the market forces on them; and it is 
consequendy also our duty to accept the same kind of changes in our 
income and position, even if it means a decline in our accustomed 
position and is due to circumstances we could not have foreseen and for 
which we are not responsible. The conception that we have 'earned' (in 
the sense of morally deserved) the income we had when we were more 
fortunate, and that we are therefore entided to it so long as we strive as 
honesdy as before and had no warning to turn elsewhere, is wholly 
mistaken. Everybody, rich or poor, owes his income to the outcome of a 
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mixed game of skill and chance, the aggregate result of which and the 
shares in which are as high as they are only because we have agreed to 
play that game. And once we have agreed to play the game and profited 
from its results, it is a moral obligation on us to abide by the results even 
if they turn against us. ,1. There can be little doubt that in modern society all but the most 
unfortunate and those who in a different kind of society might have 
enjoyed a legal privilege, owe to the adoption of that method an income 
much larger than they could otherwise enjoy. There is of course no 
reason why a society which, thanks to the market, is as rich as modern 
society should not provide olltside the market a minimum security for all 
who in the market fall below a certain standard. Our point was merely 
that considerations of justice provide no justification for 'correcting' the 
results of the market and that justice, in the sense of treatment under the 
same rules, requires that each takes what a market provides in which 
every participant behaves fairly. There is only a justice of individual 
conduct but not a separate 'social justice'. ,2. We cannot consider here the legitimate tasks of government in the 
administration of the resources placed at its disposal for the rendering of 
services to the citizens. With regard to these functions, for the discharge 
of which the government is gIven money. we Will here only say that in 
exercising them government should be under the same rules as eve!! 
p,rivate citizen that it should ossess no mono 01 for a articular 
service of the kin ! that It ould discltax:ge these functions in su a 

as not to disturb the much more com rehensive s ontaneousl 
or er d orts 0 SOCl an t e means sho raised according 
~o a rule which aePlies unifo y to s, In my opwon, pre u es 
an overall progression of the burden of taxation of the individuals, since 
such a use of taxation for purposes of redistribution could be justified 
only by such arguments as we have just excluded.) In the remaining 
paragraphs we shall be concerned only with some of the functions of 
government for the discharge of which it is given not merely money but 
power to enforce rules of private conduct. 

S ,. The only part of these coercive functions of government which 
we can further consider in this oudine are those which are concerned with 
the preservation of a functioning market order. They concern primarily 
the conditions which must be provided by law to secure the degree of 
competition required to steer the market efficiendy. We shall briefly 
consider this question first with regard to enterprise and then with 
regard to labour. 

'4. With regard to enterprise the first point which needs underlining 
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is that it is more important that government refrain from assisting 
monopolies than that it combat monopoly. If today the market order is 
confined only to a part of the economic activities of men, this is largely the 
result of deliberate government restrictions of competition. It is indeed 
doubtful whether, if government consistently refrained from creating 
monopolies and from assisting them through protective tariffs and the 
character of the law of patents for inventions and of the law of corpora
tions, there would remain an element of monopoly significant enough to 
require special measures. What must be chiefly remembered in this con
nection is, firstly, that monopolistic positions are always undesirable 
but often unavoidable for objective reasons which we cannot or do not 
wish to alter; and, secondly, that all government-supervised monopolies 
tend to become government-protected monopolies which will persist 

,when their justification has disappeared. 
5 5· Current conceptions of anti-monopoly policy are largely mis

guided by the application of certain conceptions developed by the theory 
of perfect competition which are irrelevant to conditions where the 
factual presuppositions of the theory of perfect competition are absent. 
The theory of perfect competition shows that if on a market the number 
of buyers and sellers is sufficiently large to make it impossible for anyone 
of them deliberately to influence prices, such quantities will be sold at 
prices which will equal marginal costs. This does not mean, however, 
that it is either possible or even necessarily desirable everywhere to bring 
about a state of affairs where large numbers buy and sell the same 
uniform commodity. The idea that in situations where we cannot, or do 
not wish to, bring about such a state, the producers should be held to 
conduct themselves as if perfect competition existed, or to sell at a price 
which would rule under perfect competition, is meaningless, because we 
do not know what would be the particular conduct required, or the price 
which would be formed, if perfect competition existed.. 

56. Where the conditions for perfect competition do not exist, what 
competition still can and ought to be made to achieve is nevertheless 
very remarkable and important, namely the conditions described in 
paragraphs 46-49 above. It was pointed out then that this state will tend 
to be approached if nobody can be prevented by government or others 
to enter any trade or occupation he desired. 

57· This condition would, I believe, be approached as closely as it is 
possible to secure this if, firstlY, all agreements to restrain trade were 
without exception (not prohibited, but merely) made void and un
enforceable, and, seco1ld!J, all discriminatory or other aimed actions 
towards an actual or potential competitor intended to make him observe 

[176 ] 

The Principles of a Uberal Social Order 

certain rules of market conduct were to make liable for multiple damages. 
It seems to me that such a modest aim would produce a much more 
effective law than actual prohibitions under penalties, because no 
exceptions need to be made from such a declaration as invalid or un
enforceable of all contracts in restraint of trade, while, as experience has 
shown, the more ambitious attempts are bound to be qualified by so 
many exceptions as to make them much less effective. 

58. The application of this same principle that all agreements in 
restraint of trade should be invalid and unenforceable and that every in
dividual should be protected against all attempts to enforce them by 
violence or aimed discrimination, is even more important with regard to 
labour. The monopolistic practices which threaten the functioning of 
the market are today much more serious on the side of labour than on the 
side of enterpise, and the preservation of the market order will depend, 
more than on anything else, on whether we succeed in curbing the latter 

59. The reason for this is that the developments in this field are bound 
to force government, and are already forcing many governments, into 
two kinds of measures which are wholly destructive of the market order: 
attempts authoritatively to determine the appropriate incomes of the 
various groups (by what is called an 'incomes policy') and efforts to over
come the wage 'rigidities' by an inflationary monetary policy. But since 
this evasion of the real issue by only temporarily effective monetary 
means must have the effect that those 'rigidities' will constantly increase, 
they are a mere palliative which can only postpone but not solve the 
central problem. 

60. Monetary and financial policy is outside the scope of this paper. 
Its problems were mentioned only to point out that its fundamental and 
in the present situation insoluble dilemmas cannot be solved by any 
monetary means but only by a restoration of the market as an effective 
instrument for determining wages. 

61. In conclusion, the basic principles of a liberal society may be 
summed up by saying that in such a society all coercive functions of 
government must be guided by the overruling importance of what I like 
to call THE THREE GREAT NEGATIVES: PEACE, JUSTICE AND LIBERTY. 

Their achievement requires that in its coercive ~ns government 
shall be confined to the enforcement of such prohibitions (stated as 
abstract rules) as can be equally applied to all, and to exacting under 
the same uniform rules from all a share of the costs of the other, non
coercive services it may decide to render to the citizens with the material 
and personal means thereby placed at its disposal. 
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CHAPTER TWELVE 

The Intellectuals and Socialism* 

I 

every country that has moved towards socialism the phase of the 
development in which socialism becomes a determining influence on 
politics has been preceded for many years by a period during which 
socialist ideals governed the thinking of the more active intellectuals. 
In Germany this stage had been reached towards the end of the last 
century; in England and France, about the time of the First World War. 

* Reprinted from TM UnWmit1 qf CIai&ago LmD RIrMw, Vol. 16, No. 3, Spring 1949. 
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To the casual observer it would seem as if the United States had reached 
this phase after the Second World War and that the attraction of a 
plann~d ~d directed eC0!l0mic system is now as strong among the 
Amer1can 1nt~ectuals as it ever was among their German or English 
fellows. Expenence suggests that once this phase has been reached it is 
merely a question of time until the views now held by the intellectuals 
become the governing force of politics. 

The character of the process by which the views of the intellectuals 
influence the politics of tomorrow is therefore of much more than 
~cademic interest. Whether we wish merely to foresee, or to attempt to 
influence, the course of events, it is a factor of much greater importance 
than is generally understood. What to the contemporary observer 
appears as the battle of conflicting interests has indeed often been 
decided long before in a clash of ideas confined to narrow circles. 
Paradoxically enough, however, in general the parties of the Left hawe 
done most to spread the belief that it was the numerical strength ef 
the o~posing material interests which decided political issues, whereas in 
practice these same parties have regularly and successfully acted as if they 
~derstood the key position of the intellectuals. Whether by design or 
dri~en by the force of circumstances, they have always directed their 
ma1n effo~ towards gaining the support of this liite, while the more 
conserva,?-ve ~roups have acted, as regularly but unsuccessfully, on a 
~ore natve VIew of mass democracy and have usually vainly tried 
directly to reach and to persuade the individual voter. 

IT 
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distinguishes the typical intellectual from other people who also widd 
the power of the spoken and written word. It would lead too far, how
ever, to examine here further the development of this class and the 
curious claim which has recently been advanced by one of its theorists 
that it was the only one whose views were not decidedly influenced by its 
own economic interests. One of the important points that would have to 
be examined in such a discussion would be how far the growth of this 
class has been artificially stimulated by the law of copyright. 1 

III 

eve 
1 It would be interesting to discover how far a seriously critical view. of the benclita to 

society of the law of copyright. or the exprcsslon of doubts about the public interest in the 
c:xiatcncc of a class which makes ita living from the writing of books. would have a chance 
of being publicly stated in a society in which the c:hanncls of cxprcsslon arc 80 1argcly c0n

trolled by people who have a vested interest in the existing situation. 
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policy is in the hands of men of affairs of different views, the execution of 
policy will in general be in the hands of intellectuals, and it is frequently 
the decision on the detail which determines the net effect. We find this 
illustrated in almost all fields of contemporary society. Newspapers in 
'capitalist' ownership, universities presided over by 'reactionary' 
governing bodies, broadcasting systems owned by conservative 
governments, have all been known to influence public opinion in the 
direction of socialism, because this was the conviction of the personnel. 
This has often happened not only in spite of but perhaps even because of 
the attempts of those at the top to control opinion and to impose 
principles of orthodoxy. 

The effect of this filtering of ideas through the convictions of a class 
which is constitutionally disposed to certain views is by no means con
fined to the masses. Outside his special fidd the expert is generally no less 
dependent on this class and scarcdy less influenced by their selection. 

e result of this is that toda in most arts of the Wester 
the most determine 0 onents of so srn erive from socialist sources 
their knowledge on most su \ects on which they ve no thand in
formation. With many of the more general preconceptions of socialist 
thought the connection with their more practical proposals is by no 
means at once obvious, and in consequence many men who believe 
themsdves to be determined opponents of that system of though! 
become in fact effective spreaders of its ideas. Who does not know the 
practical man who in his own fidd denounces socialism as 'pernicious 
rot', but when he steps outside his subject spouts socialism like any Left 
journalist? , 

In no other fidd has the predominant influence of the socialist in
tellectuals been fdt more strongly during the last hundred years than in 
the contacts between different national civilizations. It would go far 
beyond the limits of this article to trace the causes and significance of the 
highly important fact that in the modern world the intellectuals provide 
almost the only approach to an international community. It is this which 
mainly accounts for the extraordinary spectacle that for generations the 
supposedly 'capitalist' West has been lending its moral and material 
support almost exclusively to those ideological movements in the 
countries farther east which have aimed at undermining Western 
civilization; and that at the same time the information which the Westem 
public has obtained about events in Central and Eastern Europe has 
almost inevitably been coloured by a socialist bias. Many of the 'educa
tional' activities of the American forces of occupation in Germany have 
furnished clear and recent examples of this tendency. 
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IV 

2 It was therefore not (as has been suggested by one reviewer of Th4 RO<Ul to Serfdom, 

Professor J. Schumpeter) 'politeness to a fault' but profound conviction of the importance 

of this which made me, in Professor Schumpeter's words. 'hardly ever attribute to 

opponents anything beyond intellectual error'. 
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judges new ideas not by their speci£c merits but by the readiness with 

which they fit into his eneral conce tions into the icture of the world 

whi e regar s as modern or advanced. It is through their i uence on 

him an~ on his choice of opinions on particular issues that the power of 

ideas for good and evil grows in proportion with their generality, 

abstractness, and even vagueness. As he knows little about the particular 

i~sues, his criterion must be consistency with his other views, suitability 

to combine them into a coherenfpicture of the world. Yet this selection 

from the multitude of new ideas presenting themselves at every moment 

creates the characteristic climate of opinion, the dominant Weltan

schauung, of a period which will be favourable to the reception of some 

opinions and unfavourable to others, and which will make the in

tellectual readily accept one conclusion and reject another without a real 

understanding of the issues. 
In some respects the intellectual is indeed closer to the philosopher 

than to any specialist. and the philosoeher is in more than one sense a 

sort of prince among the intellectuals. Although his influence is further 

removed from practical affairs and correspondingly slower and more 

difficult to trace than that of the ordinary intellectual, it is of the same 

kind and in the long run even more powerful than that of the latter. It is 

the same endeavour towards a synthesis, pursued more methodically, 

the same judgment of particular views in so far as they fit into a general 

system of thought rather than by their specific merits, the same striving 

after a consistent world view, which for both forms the main basis for 

accepting or rejecting ideas. For this reason the hiloso her has robabl 

a greater influence over the lnte e s any 0 er s 0 at or 

scientist, and more than anyone else determines the manner in which th~ 

intellectuals exerClse thel! censorship function. The popUlar influence of 

the scientific specialist begins to rival that of the philosopher only when 

he ceases to be a specialist and commences to philosophize about the 

progress of his subject-and usually only after he has been taken up by 

the intellectuals for reasons which have little to do with his scientific 
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s ems as e ess s eci c or rease or e less understood these id as 
are, the W1 er may be their influence. Sometimes it is no more than a 
vague impression rarely put into words which thus wields a profound 
influence. Such beliefs as that deliberate control or conscious organiz
ation is also in social affairs always superior to the results of spontaneous 
processes which are not directed by a human mind, or that any order 
based on a plan laid down beforehand must be better than one formed 
by the balancing of opposing forces, have in this way profoundly 
affected political development. 

y apparently different is the role of the intellectuals where the 
development of more properly social ideals is concerned. Here their 
peculiar propensities manifest themselves in making shibboleths of 
abstractions, in rationalizing and carrying to extremes certain ambitions 
which spring from the normal intercourse of men. Since democracy is a 
good thing. the further the democratic principle can be carried, the 
better it appears to them. The most owerful of these eneral ideas 
which have sha ed olitical develo ment in recent times i of co e 
ideal 0 mate eq tt. t 1S, characteristically, not one of the spon
taneously grown moral convictions, first applied in the relations 
between particular individuals, but an intellectual construction originally 
conceived in the abstract and of doubtful meaning or application in 
particular instances. Nevertheless, it has 0 rated stron 1 as a rinci le 
of selection among the alternative courses 0 soa po CV, exercising a 
persistent pressure towards an arrangement of social affairs which 
nobody clearly conceives. That a particular measure tends to bring 
about . eater equality has come to be re arded as so stron a recom
mendation tee conSl ere. SlOce on ea partl ar 
issue it IS thiS one aspect on which those who guide opinion have a 
definite conviction, the ideal of equality has determined social change 
even more strongly than its advocates intended. 

Not only moral ideals act in this manner, however. Sometimes the 
attitudes of the intellectuals towards the problems of social order may be 
the consequence of advances in purely scientific knowledge; and it is in 
such instances that their erroneous views on particular issues may for a 
time seem to have all the prestige of the latest scientific achievements 
behind them. It is not in itself s'Inrising that a genuine advance of 
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knowledge should in this manner become on occasion a source of new 
e.!!2!:,. If no false conclusions followed from new generalizations they 
would be final truths which would never need revision. Although as a 
rule such a new.generalization will merely share the false consequences 
which can be drawn from it with the views which were held before, and 
thus not lead to new error, it is quite likely that a new theory, just as its 
value is shown by the valid new conclusions to which it leads, will 
produce other new conclusions which further advance will show to have 
been erroneous. But in such an instance a false belief will appear with all 
the prestige of a result of the latest scientific knowledge. Although in the 
particular field to which this belief is applied, all the scientific evidence 
may be against it, it will nevertheless, before the tribunal of the in
tellectuals and in the light of the ideas which govern their thinking, be 
selected as the view which is best in accord with the spirit of the time. 
The specialists who will thus achieve public fame and wide influence will 
thus not be those who have gained recognition by their peers, but will 
often be men whom the other experts regard as cranks, amateurs, or 
even frauds, but who in the eyes of the general public nevertheless 
become the best-known exponents of their subject. 
I~cular, there can be little doubt that the manner in which durin",g 

the tJlundred years man has learned to organize the forces of nature 
has contributed a great deal towards the creation of the belief that..1-
srmna:t control of the forces of society would bring comparable improve
ments in human conditions. That, with the application of engineering 
techniques, the direction of all forms of human activity according to a 
single coherent plan should prove to be as successful in society as it has 
been in innumerable engineering tasks, is too plausible a conclusion not 
to seduce most of those who are elated by the achievement of the natural 
sciences. It must indeed be admitted both that it would require powerful 
arguments to counter the strong presumption in favour of such a con
clusion and that these arguments have not yet been adequately stated. 
It is not sufficient to point out the defects of particular proposals based 
on this kind of reasoning. The argument will not lose its force until it 
has been conclusively shown why what has proved so eminently 
successful in producing advances in so many fields should have limits to 
its usefulness and become positively harmful if extended beyond those 
limits. This is a task which has not yet been satisfactorily performed and 
which will have to be achieved before this particular impulse towards 
socialism can be removed. 

This, of course, is only one of many instances where further in
tellectual advance is needed if the harmful ideas at present current are to 
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be refuted, and where the course which we shall travel will ultimately be 

decided by the discussion of very abstract issues. It is not enough for the 

man of affairs to be sure, from his intimate knowledge of a particular 

field, that the theories of socialism which are derived from more general 

ideas will prove impracticable. He may be perfectly right, and yet his 

r~sistance will be overwhelmed and all the sorry consequences which h~ 

foresees will follow if e is not su oited b an effective refutation of the 

~Jles m;ru. So long as the intellectual gets the tter 0 e general 

argument, the most valid objections to the specific issue will be brushed 

aside. 

v 

The Intelleeltlals and Soeialis,,, 

power that promises to contribute most to the achievement of his ideals. 

Even more than that: the more conservatively inclined man of fust-class 

ability will in general choose intellectual work (and the sacrifice in 

material reward which this choice usually entails) only if he enjoys it for 

its own sake. He is in consequence more likely to become an expert 

scholar rather than an intellectual in the specific sense of the word; while 

to the more radically minded the intellectual pursuit is more often than 

not a means rather than an end, a path to exactly that kind of wide 

influence which the professional intellectual exercises. It is therefore 

probably a fact, not that the more intelligent people are generally 

socialists, but that a much higher proportion of socialists among the best 

minds devote themselves to those intellectual pursuits which in modern 

society give them a decisive influence on public opinion. 8 

e selection of the rsonnel of the intellectuals is also closely 

connected with the predominant interest w . ey show Ul general 

aitd abstract ideas. Speculations about a possible entire reconstruction of 

society give the intellectual a fare much more to his taste than the more 

practical and short-run considerations of those who aim at a piecemeal 

improvement of the existing order. In particular, socialist thought owes 

its a al to the ouo largely to its visionary character; the ve coura e 

to Ul e Ul to tan ou t 1S Ul S res ct a source of stren to the 

socialists w tra . tional liberalism sa~ lacks. This difference 

operates Ul favour of sOCi3liSm, not o@y Cause speculation about 

general principles provides an opportunity for the play of the imagination 

of those who are unencumbered by much knowledge of the facts of 

present-day life, but also because it satisfies a legitimate desire for the 

understanding of the rational basis of any social order and gives scope for 

the exercise of that constructive urge for which liberalism, after it had 

won its great victories, left few outlets. ~ intellectual. by his whole; 

dis osition, is uninterested in technical details or ractical d'ifficUitie . 

are e roa ViS10ns the s cio m rehension 

or er as a woe w a lanned s stem romises. 

s ct that the tastes of the Ulte ectual are better satisfied by the 

speculations of the socialists proved fatal to the influence of the liberal 

a Related to this is another familar phenomenon: there is little reason to believe that really 

firat-clasa intellectual ability for original work is any rarer among Gentiles than among 

Jews. Yet there can be little doubt that men of Jewish stock almost everywhere constitute a 

disproportionately Iuge number of the intellectuals in our sense, that is of the ranks of the 

professional interpreters of ideas. This may be their special gift and certainly is their main 

opportunity in countries where prejudice puts obstacles in their way in other fields. It is 

probably more because they constitute so large a proportion of the intellectuals than for 

any other reason that they seem to be so much more receptive to socialist ideas than people 

of different stocks. 
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tradition. gnce the basic demands of the liberal programmes seemed 
..... satisfied, the liberal thinkers of the old type turned to problems of detail 

and tended to neglect the development of the general philosophy of 
m)eraIislIl, which in consequence ceased to be a live issue offering scope 
t2r general speculation. Thus, for something over half a century, it has 
been o01y the socialists who have offered anything like an explicit pro
gramme of social development, a picture of the kind of future society at 
which they were aiming, and a set of general principles to guide decisions 
on particular issues. Even thou if am ri ht their ideals suffer from 
inherent contradictions, and an attem t to ut 
pro uce some ent from what the this does not 
. e act at e1r ro e for chan e is the onl one which in 

recent times has actually influen e development of social in
stitutions. It is because theirs has become the only explicit general 
philosophy of social policy held by a large group, the only system or 
theory which raises new problems and opens new horizons, that they 
have succeeded in inspiring the imagination of the intellectuals. 

The actual develo ments of society during this period were deter-
mined, not cttn 1 e contrast etween 
an eXlstin state 0 s an 0 a SSI e ture socie!}" 
which the socialists were the only ones to hold up "fore the public. 
Very few of the other programmes which offered themselves provided 
genuine alternatives. Most of them were mere compromises or half-way 
houses between the more extreme types of socialism and the existing 
order. All that was needed to make almost any socialist proposal appear 
reasonable to those 'judicious' minds who were constitutionally con
vinced that the truth must always lie in the middle between the extremes, 
was for someone to advocate a sufficiendy more extreme proposal. 
There seemed to exist onl one direction in which we could move, and 
the only question seemed to be how e movement 
~hould proceed. 

VI 

The significance of the special appeal to the intellectuals which 
socialism derives from its speculative character will become clearer if we 
contrast further the position of the socialist theorist with that of his 
counterpart who is a liberal in the old sense of the word. This comparison 
will also lead us to whatever lesson we can draw from an adequate 
appreciation of the intellectual forces which are undermining the 
foundations of a free society. 

Paradoxically enough, one of the main handicaps which deprive the 
[19° ] 
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~ The most glaring recent example of such condemnation of a somewhat unorthodox 
libetal work as 'socialist' has been provided by some comments on the late Henry Simons' 
~ Policy for a Fr" Soti,ty (1948). One need not agree with the whole of this work, 
and one may even regard some of the suggestions made in it as incompatible with a free 
society, and yet recognize it as one of the most important contributions made in recent 
times to our problem and as just the kind of work which is required to get discussion started 
on the fundamental issues. Even those who violently disagree with some of its suggestions 
should welcome it as a contribution which clearly and courageously raises the central 
problems of our time. 
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a 
fe~e~s~~~G:;;~:;:;~~~o~s~e~w~~o~u;e~m;o~s;t~~~~~~S-~e 
working of the present society ue also usually interested in the pre
servation of particular features of that society which may not be 
defensible on general principles. Unlike the person who looks for an 
entirely new future order and who naturally turns for guidance to the 
theorist, the men who believe in the existing order also usually think that 
they understand it much better than any theorist and in consequence ue 
likely to reject whatever is unfamiliar and theoretical. 

The difficulty of finding genuine and disinterested support for a 
systematic policy for freedom is not new. In a passage of which the 
reception of a recent book of mine has often reminded me, Lord Acton 
long ago described how 'at all times sincere friends of freedom have been 
rue, and its triumphs have been due to minorities, that have prevailed 
by associating themselves with auxiliaries whose objects differed from 
their own; and this association, which is always dangerous, has been 
sometimes disastrous, by giving to opponents just grounds of op
position .• .'5 More recently, one of the most distinguished living 
American economists has complained in a similu vein that the main task 
of those who believe in the basic rinci les of the ca italist stem must 
fre uen to· e en stem a st e ca 1 sts--tn ee the 
great liberal economists, rom Smtth to the present, ha~ atwals 
known this. 

6 Acton, TIM His/ory of FmJo"" London, 19%% 
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VII 

It ma be that a free socie we have known it curies in itself the 
forces of its own destruction, that once freedom has been a 
taken for ted and ceases to be valued, and thit the tree 
ideas which is the essence of a free socie no a ut e estruCtlon 
~tthe foun atlons on which it epends. There can be little doubt that in 
countries like the United States the ideal of freedom has today less real 
appeal for the young than it has in countries where they have leunt what 
its loss means. On the other hand, there is every sign that in Germany 
and elsewhere, to the young men who have never known a free society, 
the task of constructing one can become as exciting and fascinating as 
any socialist scheme which has appeued during the last hundred yeus. 
It is an extraordinary fact, though one which many visitors have ex
perienced, that in speaking to German students about the principles of a 
liberal society one finds a more responsive and even enthusiastic 
audience than one can hope to find in any of the Western democracies. 
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CHAPTER THIRTEEN 

The Transmission of the Ideals 
of Economic Freedom* 

At the end of the First World War the spiritual tradition of liberalism was all but dead. True, it was still uppermost in the thoughts of many a leading figure of public and business life, many of whom belonged to a generation which took liberal thought for granted. Their public pronouncements sometimes led the general public to believe that a return to a liberal economy was the ultimate goal desired by the majority of leading men. But the intellectual forces then at work had begun to point in quite a different direction. Anyone familiar, thirty years ago, with the thought of the coming generation and especially with the views propounded to the students in their universities, could foresee developments very different from those still hoped for by some of the public figures and the press of the time. There was no longer, at that time, a living world of liberal thought which could have fired the imagination of the young. Nonetheless, the main body of liberal thought has been safeguarded through that eclipse in the intellectual history of liberalism which lasted throughout the fifteen or twenty years following the First World War; indeed, during that very period the foundations were laid for a new development. This was due, almost exclusively, to the activities of a handful of men about whom I wish to say something here. No doubt, they were not the only ones striving to uphold the liberal tradition. But it seems to me that these men, each working alone and independendy of the others, were the only ones who succeeded, by their teaching, in * First published in German as a tribute toL. v. Mises on his seventieth birthday, which it was known he did not wish to see formally noticed, in the S&b1llli~.,I' MOIt4lrhejt" Vol. 3 I, No. 6, 19SI, and later in an English translation in The 0111/, London, 19SI. I should not have wished to reprint this somewhat hastily written occasional piece, if with all its imperfections and errors of translation it had not already been used as a historical source, so that it seems desirable to make a corrected version available. 
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creating the new traditions which more recently have again united in one 
common stream. The circumstances surrounding the lives of the past 
generation make it hardly surprising that it should have taken so long for 
the like-minded efforts of an Englishman, an Austrian and an American 
to be recognized as such and to be built into the common foundation for 
the following generation's work. But the new liberal school which does 
now exist and about which there will be more to say, consciously builds 
upon the work of these men. 

The oldest, and perhaps the least known outside his own country, was 
the Englishman, Edwin ~ who died nearly twenty years ago. The 
part he played is little known beyond a rather narrow circle. The reason 
for this may be that his main interests really lay elsewhere and that he 
dealt with questions of economic policy only in occasional writings; or it 
may be, perhaps, that he was more interested in practical details than in 
the basic philosophical questions. Many ofhis economic essays which he 
published in two volumes, The EconomiG ONtlook (19u) and An Econo
mist's Protest (1927). deserve, even now, renewed and wider attention, 
and translation into other languages. Their simplicity, clarity and sound 
common sense make them models for the treatment of economic 
problems, and even some that were written before 1914 are still 
astonishingly topical. Canoan's greatest merit, however, was the 
training, over many years, of a group of pupils at the London School of 
Economics: it was they who later formed what probably became the 
most important centre of the new liberalism-though, it is true, at a time 
when such a development had already been got under way by the work 
of the Austrian economist of whom we shall presently speak. But first let 
us say a little more about Canoan's pupils. The oldest is the well-known 
financial expert, Sir Theodore Gre~ry. For many years, when holding a 
chair at the London School of Economics, he too wielded great 
influence on academic youth; but he gave up teaching a good many years 
ago. It was !..ionel Robbin~ who now has held Canoan's chair for twenty
two years, who became the real nucleus of a group of younger economists 
all very nearly the same age, which emerged at the London School of 
Economics during the 'thirties. Owing to a rare combination of literary 
talent and a gift for organi2ing his material, his writings have found a 
very wide circulation. Robbins' colleague, Sir Amold Plant, has been 
teaching at the School nearly as long. He, even more than Cannan 
himself, is wont to hide away his most important contributions in little
known occasional publications, and all his friends have long been 
looking forward eagerly to a book about the foundations and signi
ficance of private property. Ifhe ever publishes it, it should become one 
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of the most important contributions to the theory of modern liberalism. 
We cannot here list all Cannan's pupils who have contributed to the 
discussion of our problems; just to give an impression of the scope of his 
influence, let us add the names ofF. C. Benham, W. H. Hutt and F. W. 
~--even though the latter was not Cannan's student, he belongs to 
the same circle. 

It could be said with some justification that Cannan really prepared the 
ground, in England, for the reception of the ideas of a much younger 
Austrian who has been working since the early 'twenties on the re
construction of a solid edifice of liberal thought in a more determined, 
systematic and successful way than anyone else. This is Ludwi

ff 
von 

~ who worked first in Vienna, then in Geneva, and who is stil very 
actively at work now in New York. Even before the First World War 
Mises had become known for his work on monetary theory. Immediately 
after the war, his prophetic book Nation, Staat tmd WirtsGhaft (1919) 
initiated a development which reached its first peak as early as 1922 in 
Die Gemein11lirtsGhajt,1 a comprehensive critique of socialism-and at 
that time, that meant a critique of all the ideologies of any serious con
sequence in the literature of economic policy. 

There is no space here to give the long list of important writings which 
intervened between this and Mises's second main work which appeared 
in 1941 in Geneva. This was written in German and was originally called 
NationalOkonomie; its revised American edition, Human AGtion, has 
achieved almost unique success for a theoretical treatise of such size. 
Mises's work as a whole covers far more than economics in the narrower 
sense. His penetrating studies of the philosophical foundations of the 
social sciences and his remarkable historical knowledge place his work 
much closer to that of the great eighteenth-century moral philosophers 
than to the writings of contemporary economists. Mises was strongly 
attacked from the very beginning because of his relentlessly uncom
promising attitude; he made enemies and, above all, did not find 
academic recognition until late. Yet his work has wielded an influence 
which is the more lasting and the more extensiye for all its slow be
ginnings. Even some of Mises's own pupils were often inclined to 
consider as 'exaggerated' that unfaltering tenacity with which he 
pursued his reasoning to its utmost conclusions; but the apparent 
pessimism which he habitually displayed in his judgment of the con
sequences of the economic policies of his time has proved right over and 
over again, and eventually an ever-widening circle came to appreciate 

1 Translated into English by Jacqucs Kabanc. under the tide Sodalil1ll, London, Jonathan 
Cape, 1936. 
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the fundamental importance of his writings which ran counter to the 
main stream of contemporary thought in nearly every respect. Even 
when still in Vienna, Mises did not lack close disciples most of whom 
are now in the United States, like Mises himself; they include Gottfried 
Haberler (Harvard University), Fritz Machlup a ohns Hopkins Univer
sity), and the present writer. But Mises's influence now reaches beyond 
the personal sphere to a far greater extent than does that of the other two 
main personalities with whom we are here concerned. He alone of them 
has given us a comprehensive treatment ranging over the whole 
economic and social field. We mayor may not agree with him on details, 
but there is hardly an important question in these fields about which his 
readers would fail to find real instruction and stimulation. 

Mises' influence became important not only for the London group, 
but equally so for the third, the Chicago, group. This group owes its 
origins to Professor Frank H. Knight of the University of OUcago, who 
is Mises's junior by a few years. Like Mises, Knight owes his original 
reputation to a theoretical monograph; notwithstanding an early lack of 
recognition, the latter's Risk, Untertam!] and Profit (I9u) eventually 
became, and for many years continued to be, one of the most influential 
textbooks on economic theory, although it had not originally been 
designed as such. Knight has since written a great deal on questions of 
economic policy and social philosophy-mosdy in articles the majority 
of which have since been republished in book form. The best-known, 
and perhaps also the most characteristic, volume is The Blhi&! ofColllpeti
lion and other Essays (1935). Knight's personal influence, through his 
teaching, exceeds even the influence of his writings. It is hardly an 
exaggeration to state that nearly all the younger American economists 
who really understand and advocate a competitive economic system 
have at one time been Knight's students. From the point of view which 
interests us here the most important of these was Henry C. Simons, 
whose untimely and early death we moum. In the 'thirties his pamphlet, 
A Positive Progralll for Laissez Faire, offered a new and common basis for 
the aspirations of America's young liberals. Hopes for a systematic and 
comprehensive work from Simons were disappointed; instead, he left 
a collection of essays which appeared in 1948 under the tide &ollOlIIi& 
Polity for a Fr" Socie!]. This book became very influential owing to its 
wealth of ideas and to the courage with which Simons discussed such 
delicate problems as trade unionism. Today, the nucleus of a group of 
like-minded economists-no longer confined to Chicago-is formed 
by Simons' closest friend, Aaron Director, and two of the best
known younger American theoreticians, George Stigler and ~ 
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Friedman. Director has edited Simons' papers and carried on his work. 
Alas, good manners make it impossible to claim a great nation's head 

of State for any particular economic school; I I should, otherwise, name a 
fourth scientist whose influence in his own country is of comparable 
consequence. Instead, I shall complete the picture by turning at once to 
the last group which interests us here. 3 It is a German group, and differs 
from the others in that its origin cannot be traced back directly to any 
great figure of the preceding generation. It came into being through the 
association of a number of younger men whose common interest in a 
liberal economic system brought them together during the years preced
ing Bider's seizure of power. There can be no doubt that this group too 
received decisive stimulus from Mises' writings. This group had not yet 
made its mark in economic literature by 1933, and at that time some of its 
members had to leave Germany. There remained, however, one of the 
group's oldest members, Walter Eucken, who was then as yet relatively 
little known. Today we realize that his sudden death a little over a year 
ago robbed the liberal revival of one of its really great men. He had 
matured slowly, had long refrained from publication and had mainly 
devoted himself to teaching and to practical problems. It was not until 
after Germany's collapse that it became apparent how fruitful and 
beneficial his quiet activities had been during the National Socialist 
period; for only then was the circle of his friends and students in Ger
many revealed as the most important bulwark of rational economic 
thinking. That was also the time when Eucken's first major work began 
to spread its influence and when he undertook the exposition of his 
whole economic thought in several other works. The future will show 
how much of this remains to be recovered from the papers he left at his 

I The reference is, of course, to the late Luigi Einaudi, at the time when this article 
appeared President of the Italian Republic. 

a In the original version of this sketch I unpardonably omitted to mention a promising 
beginning of this liberal renaissance which, though cut short by the outbreak of war in 
1939, provided many of the personal contacts which after the war were to form the basis of 
a renewed effort on an international scale. In 1937 Walter Lippmann had delighted and 
encouraged all liberals by the publication of his brilliant restatement of the fundamental 
ideals of clasaic liberalism in his book 7M Good~. Recognizing the importance of this 
work as a possible tallying point of dispersed efforts, Professor Louis Rougier of the 
University of Paris then called a symposium at which at the end of August 1938 about 
twenty-five studenta of public affairs from several European countries and the United 
States met at Paris to discuss the principles stated by Lippmann. They included Louis 
Baudin, Walter Lippmann, Ludwig von Mises, Michael Polanyi, Lionel Robbins, Wilhelm 
Rope, Alexander Riistow, Marcel van Zeeland and the present author. The meeting ap
proved the proposal for the creation of a Centre International des Etudes pour la Renovation 
du LibCtalisme-but when ita report appeared in print (Col. Waiter Lippm-. Paris, 
1939), only a few weeks were left before the outbreak of the Second World War and the 
consequent suspension of all efforts of this kind. 
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death. The annual OrJo which he founded continues to be the most im
portant publication of the entire movement. 

The second leading figure of this German group, Wilhelm Ropke. had 
been in close contact with Eucken from the beginning. By 1933, Ropke 
had made such a mark in public life that his stay in Hitler's Germany 
immediately became impossible. He went to Istanbul first, and has now 
been in Switzerland for many years. He is the most active and the most 
prolific writer of the whole group and has become known to a wide 
public. 

If the existence of a neo-liberal movement is known far beyond the 
narrow circles of experts, the credit belongs mainly to Ropke, at least so 
far as the German-speaking public is concerned. 

It has been said above that all these groups which came into being in 
the course of the last quarter of a century did not really get to know each 
other until after the Second World War. We then witnessed a lively 
exchange of ideas. Today, it has almost become a matter of history to 
speak of separate national groups. For that very reason, this is perhaps 
the right moment to give a brief outline of this development. Gone is the 
day when the few remaining liberals each went his own way in solitude 
and derision; gone the day when they found no response among the 
young. On the contrary, they bear a heavy responsibility now, because 
the new generation demands to be told of liberalism's answers to the 
great problems of our time. An integrated structure of liberal thought is 
required and its application to the problems of different countries needs 
to be worked out. This will only be possible by a meeting of minds 
within a large group. There remain serious difficulties, in many countries, 
with regard to the dissemination of the available literature, and the lack 
of translations of some of the most important works still stands in the 
way of a more rapid propagation of these ideas. But there is, today, 
personal contact between most of their supporters. Twice already 
Switzerland has been host to the informal, yet cohesive group which met 
there for the common study of its problems and whose name derives 
from a Swiss place-name. Another meeting took place in Holland in 
19S0, and a fourth conference in France in 19S I. 

The period which we have discussed in this paper can, then, be 
regarded as closed. Thirty years ago liberalism may still have had some 
influence among public men, but it had well-nigh disappeared as a 
spiritual movement. Today its practical influence may be scant, but its 
problems have once more become a living body of thought. We may 
feel justified in looking forward with renewed faith to the future of 
liberalism. 
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CHAPTER FOURTEEN 

History and Politics* 

Political opinion and views about historical events ever have been and 
J always must be closely connected. Past experience is the foundation on 

which our beliefs about the desirability of different policies and in
stitutions are mainly based, and our present political views inevitably 
affect and colour our interpretation of the past. Yet, if it is too pessimistic 
a view that man learns nothing from history, it may well be questioned 
whether he always learns the truth. While the events of the past are the 
source of the experience of the human race, their opinions are deter
mined not by the objective facts but by the records and interpretations 
to which they have access. Few men will deny that our views about the 
goodness or badness of different institutions are largely determined by 
what we believe to have been their effects in the past. There is scarcely a 
political ideal or concept which does not involve opinions about a whole 
series of past events, and there are few historical memories which do not 
serve as a symbol of some political aim. Yet the historical beliefs which 
guide us in the present are not always in accord with the facts; sometimes 
they are even the effects rather than the cause of political beliefs. 
tIistorical m s have ha s la ed nearl as eat a role in sha in 
opinion as historical facts. Yet we can hardl~ope to pro t rom past 
experience UQIess the facts from which we w our conclusions ~ 
correct. 

The influence which the writers of history thus exercise on public 
opinion is probably more immediate and extensive than that of the 
political theorists who launch new ideas. It seems as though even such 
new ideas reach wider circles usually not in tlieir abstract form but as the 

• Introduction to Capilalil1l1 and thl HJs~. Essays by T. S. Ashton, L. M. Hacker, 
W. H. Hutt, and B. de Jouvenel. London and ChicagO,.I9H. 
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interpretations of particular events. The historian is in this respect at 
least one step nearer to direct power over public opinion than is the 
theorist. And long before the professional historian takes up his pen, 
current controversy about recent events will have created a definite 
picture, or perhaps several different pictures, of these events which will 
affect contemporary discussion as much as any division on the merits of 
new issues. 

This profound influence which current views about history have on 
political opinion is today perhaps less understood than it was in the past. 
One reason for this probably is the pretension of many modem historians 
to be purely scientific and completely free from all political prejudice. 
There can be no question, of course, that this is an imperative duty of the 
scholar in so far as historical research, that is, the ascertainment of the 
facts, is concerned. There is indeed no legitimate reason why. in answer
in uestions of fact historians of different olitical 0 inions should not 
be ab e to agree. But at the very beguuung, in eel w. questtons 
are worth asking, individual value judgments are bound to come in. 
And it is more than doubtful whether a connected history of a period or 
of a set of events could be written without interpreting these in the light, 
not only of theories about the interconnection of social processes, but 
also of definite values-or at least whether such a history would be 
worth reading. Historiography, as distinguished from historical 
research, is not only at least as much an art as a science; the writer who 
attempts it without being aware that his task is one of interpretation in 
the light of definite values also will succeed merely in deceiving himself 
and will become the victim of his unconscious prejudices. 

There is perhaps no better illustration of the manner in which for 
more than a century the whole political ethos of a nation, and for a 
shorter time of most of the Western world, was shaped by the writings 
of a group of historians than the influence exercised by the English 
'Whig interpretation of history'. It is probably no exaggeration to say 
that, for every person who had firsthand acquaintance with the writin~s 
of the political philosophers who founded the liberal tradition, there 
were fifty or a hundred who had absorbed it from the writings of men 
like Hallam and Macaulay, or Grote and Lord Acton. It is significant 
that the modem English historian who more than any other has en
deavoured to discredit this Whig tradition later came to write that 'those 
who, perhaps in the misguided austerity of youth, wish to drive out that 
Whig interpretation ••. are sweeping a room which humanly speaking 
cannot long remain empty. They are opening the doors for seven devils 
which, precisely because they are newcomers, are bound to be worse 
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than this first.'1 And, although he still suggests that 'Whig history' was 
'wrong' history, he emphasizes that it 'was one of our assets' and that 'it 
had a wonderful effect on English politics'.· 

Whether in any relevant sense 'Whig history' really was wrong history 
is a matter on which the last word has probably not yet been said but 
which we cannot discuss here. Its beneficial effect in creating the 
essentially liberal atmosphere of the nineteenth century is beyond doubt 
and was certainly not due to any misrepresentation of facts. It was mainly 
political history, and the chief facts on which it was based were known 
beyond question. It may not stand up in all respects to modem standards 
of historical research, but it certainly gave the generations brought up on 
it a true sense of the value of the political liberty which their ancestors 
had achieved for them, and it served them as a guide in preserving that 
achievement. 

The Whig intt;;Pretation of history has gone out of fashion with the 
decline of liberalism. But it is more than doubtful whether, because 
history now CIaitnS to be more scientific, it has become a more reliable or 
trustworthy guide in those fields where it has exercised most influence 
on political views. Political history indeed has lost much of the power 
and fascination it had in the nineteenth century; and it is doubtful 
whether any historical work of our time has had a circulation or direct 
influence comparable with, say, T. B. Macaulay's History of England. Yet 
the extent to which our present political views are coloured by historical 
beliefs has certainly not diminished. As interest has shifted from the 
constitutional to the social and economic field, so the historical beliefs 
which act as driving forces are now mainly beliefs about economic 
history. It is probably justifiable to speak of a socialist interpretation of 
history which has governed political thinking for the last two or three 
generations and which consists mainly of a particular view of economic 
history. The remarkable thing about this view is that most of the 
assertions to which it has given the status of 'facts which everybody 
knows' have long been proved not to have been facts at all; yet they still 
continue, outside the circle of professional economic historians, to be 
almost universally accepted as the basis for the estimate of the existing 
economic order. 

Most people, when being told that their political convictions have 
been affected by particular views on economic history, will answer that 
they never have been interested in it and never have read a book on the 

1 Herbert Butt:cdield, Till BlttJisImttm _ His Hislory (Cambridge: Cambridge Univenity 
Press, 1944), p. ~. 

I lbitJ., p. 7. 
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subject. This, however, does not mean that they do not, with the rest, 
regard as established facts many of the legends which at one time or 
another have been given cUrrency by writers on economic history. 
Althou h in the indirect and circuitous rocess by which new olitical 
i eas reach the general public the historian 0 s a er poSition, even he 
oeerates chiefly through many further relays. It is only at several removes 
that the icture which he r vldes becomes eneral ro ; it is via the 
novel and the news a r the cinema and oliti speeches, and 

timately the school and common talk, t e or arv person 
a91uires his conceptions of history. But in the end even those who never 
read a book and probably have never heard the names of the historians 
whose views have influenced them come to see the past through their 
spectacles. Certain beliefs, for instance, about the evolution and effects 
of trade unions, the alleged progressive growth of monopoly, the 
deliberate destruction of commodity stock as the result of competition 
(an event which, in fact, whenever it happened, was always the result of 
monopoly and usually of government-organized monopoly), about the 
suppression of beneficial inventions, the causes and effects of 'im
perialism', and the role of the armament industries or of 'capitalists' in 
general jn causing war, have become part of the folklore of our time. 
Most eo le would be reatl s rised to learn that most of what they 
believe about these sub'ects are not safe yesta she acts ut m s, 
launched om po ti motives an en sprea y people of goo will 
into whose general beliefs they fitte<!:. It would require several bOOKS Ii'ke 
the present one to show how most of what is commonly believed on 
these questions, not merely by radicals but also by many conservatives, 
is not history but political legend. All we can do here with regard to 
these topics is to refer the reader to a few works from which he can in
form himself about the present state of knowledge on the more im
portant of them. 8 

There is, however, one supreme myth which more than any other has 
served to discredit the economic system to which we owe our present-

a a. M. Dorothy George, 'The Combination Laws Reconsidered', &ono1llU Hislory 
(supplement to the &0n01llic jolll'lllJl), I (May 1927), 214-28; W. H. Hutt, TIH TIHory of 
Col/,cli", Bargaining (London: P. S. King &. Son, 1930) and &ono1llisls and IIH Pllhlic 
(London: J. Cape, 1936); L. C. Robbins, TIH &0n01llit Basis of Class Conflitl (London: 
Macrnillan &. Co., 1939) and TIH &ono1llit Calms of War (London: J. Cape, 1939); Waiter 
Sulzbac:h, 'Copitalistit W _onFs' : A Modern Sgptrslilion ('Public Policy Pamphlets', No. 
3 S (Chicago: University of Chicago Press, 1942»; G. J. Stigler, 'Competition in the United 
States', in Fi", Lethlns on &ono",ic Probltms (London and New York: Longmans, Green &. 
Co., 1949)~ G. Warren Nutter, TIH Exlml of En/lf'jlrisl MonopolY in IIH Unilld Slalls, 189!}-
1939 (Chicago: University of Chicago Press, 19SI); and, on most of these problems, the 
writings ofLudwig von Mises, especially his Sotialism (London: J. Cape, 1936). 
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day civilization and to the examination of which the present volume is 
devoted. It is~e legend of the deterioration of the position of the 
workin classes In conse uence 0 e fise 0 ca Ita sm or 0 e 
'man actur1ng or 'industrial system'). Who has not heard of the 
'horrors of early capitalism'_ and gained the impression that the advent 
of this system brought untold new suffering to large classes who before 
were tolerably content and comfortable? We might justly hold in dis
repute a system to which the blame attached that even for a time it 
worsened the position of the poorest and most numerous class of the 
population. The widespread emotional aversion to 'capitaHsm' is closC?1y 
connected with this belief that the undeniable rowth of wealth which 
the competitive order has roduced was urchase at e rice of 
de reSSln e stan ard of life of the weakest elements of society. 

That this was the case was at one time 1fl ee WI e y taught by 
economic historians. A more careful examination of the facts has, how
ever, led to a thorough refutation of this belief. Yet, a generation after 
the controversy has been decided, popular ol'ini!?n still_ cOll!illtl~s_.~s 
though !!te older belief had been true. How this 'beliersIi.ould ever have 
arisen and why it should continue to determine the general view long 
after it has been disproved are both problems which deserve serious 
examination. 

This kind of opinion can be frequently found not only in the political 
literature hostile to capitalism but even in works which on the whole 
are sympathetic to the political tradition of the nineteenth century. It is 
well represented by the following passage from Ruggiero's justly 
esteemed History of European Uberalislll: 

Thus it was precisely at the period of intensest industrial growth that the 
condition of the labourer changed for the worse. Hours of labour multiplied 
out of all measure; the employment of women and children in factories 
lowered wages: the keen competition between the workers themselves, no 
longer tied to their parishes but free to travel and congregate where they 
were most in demand, further cheapened the labour they placed on the 
market: numerous and frequent industrial crises, inevitable at a period of 
growth, when population and consumption are not yet stabilized, swelled 
from time to time the ranks of the unemployed, the reserves in the army of 
starvation.' 

'Guido de Ruggiero, Sloria tlellilHralismo luropto (Bari, 1925), trans. R. G. Collingwood 
under the title TIH History of Bwopean Liblra/iSlll (London: Oxford University Press, 1927), 
p. 47, esp. p. 8S. It is Interesting that Ruggiero seems to derive his facts mainly from an
other supposedly liberal historian, IDie HaIevy, although Halevy never expressed them so 
crudely. 
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There was little excuse for such a statement even when it appeared a 
quarter-century ago. A year after it was first published, the most eminent 
student of modern economic history, Sir John Oapham, rightly com
plained: 

In so far as general public opinion is concerned, the position is scarcely 
better today, although the facts have had to be conceded even by most 
of those who had been mainly responsible for spreading the contrary 
opinion. Few authors have done more to create the belief that the early 
nineteenth century had been a time in which the position of the working 
class had become particularly bad than Mr. and Mrs. J. L. Hammond; 
their books are frequently quoted to illustrate this. But towards the end 
of their lives they admitted candidly that 

statisticians tell us that when they have put in order such data as they can 
find, they are satisfied that earnings increased and that most men and women 
were less poor when this discontent was loud and active than they were 
when the eighteenth century was beginning to grow old in a silence like that 
of autumn. The evidence, of course, is scanty, and its interpretation not too 
simple, but this general view is probably more orless correct. I 

This did little to change the general effect their writing had on public 
opinion. In one of the latest competent studies of the history of the 

. Western political tradition, for instance, we can still read that, 'like all ~ 

I 
reat social . ents, however the invention of the labour mark~ 

was expensiy:e. It invo ve , 1n the first instance, as' and draStic 
decline in the material standard of living of the working classes.'7 

I was going to continue here that this is still the view which is almost 
exclusively represented in the popular literature when the latest book by 

6 J. H. Oapham, An &ononnt Hisltwy DJ MtJimI BriIaiIJ (Cambridge. 1916). 1. 7. 
8 J. 1.. and Barbam Hammond. TIH BIIaJ: Ag. (19H) (rev. cd •• London: Pelican Books, 

1947).P· 15· 
7 Fredcrick Watkins. TIH PoIiJiuJ Tf'IIIIiIimr DJ IIH W'UI (Cambridge. Mass.: Harvard 

Univenity Press. 1948). p. at 3. 
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Bertrand Russell came to my hands in which, as if to confirm this, he 
blandly asserts: 

The industrial revolution caused unspeakable misery both in England and 
in America. I do not think any student of economic history can doubt that 
the average happiness in England in the early nineteenth century was lower 
than it had been a hundred years earlier; and this was due almost entirely to 
scientific technique.8 

The intelligent layman can hardly be blamed if he believes that such a 
categorical statement from a writer of this rank must be true. If a 
Bertrand Russell believes this, we must not be surprised that the versions 
of economic history which today are spread in hundreds of thousands of 
volumes of pocket editions are mostly of the kind which spread this old 
myth. It is also still a rare exception when we meet a work of historical 
fiction which dispenses with the dramatic touch which the story of the 
sudden worsening of the position of large groups of workers provides. 

The true fact of the slow and irregular progress of the workin class 
which we now know to ve en ce 1S 0 course ra er unsensattonal 
and uninteresting to e ymaq. t 1S no more than he has learned to 
e.!P=ct as the normal state of affairs; ~ it hardly occurs to him that this 
is b.:i:at means an inevitable pro~ess, that it was preceded by centuries 
of' stagnation of the pOSltiOn of the !l0rest, and diat we have 
come to continuous im rovement as a result of the ex-
penence 0 sever generations W1 e system w s to 
be the cause of the misery of the poor. 

Discussions of the eaects of the rise of modern industry on the working 
classes refer almost always to the conditions in England in the first half of 
the nineteenth century; yet the great change to which they refer had 
commenced much earlier and by then had quite a long history and had 
spread far beyond England. The freedom of economic activity which in 
England had proved so favourable to the rapid growth of wealth was 
probably in the first instance an almost accidental by-product of the 
limitations which the revolution of the seventeenth century had placed 
on the powers of government; and only after its beneficial effects had 
come to be widely noticed did the economists later undertake to explain 
the connection and to argue for the removal of the remaining barriers to 
commercial freedom. In many ways it is misleading to speak of 
'capitalism' as though this had been a new and altogether different 
system which suddenly came into being towards the end of the eigh-

8 Bertrand RusseU. TIH I",pl of Srlmtl on Sril,y (New York: Columbia University Press, 
J9P), pp. 19-10. 
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teenth century; we use this term here because it is the most familiar 
name, but only with great reluctance, since with its modern con
notations it is itself largely; a creation of that socialist int~~retat!.~. o~ 
economic history with which we are concerned. The term IS espeClalIy 
misleading when, as is often the case, it is connected with the idea of the 
rise of the propertyless proletariat which by some devious process have 
been deprived of their rightful ownership of the tools for their work. 

The actual history of the connection between capitalism and the rise 
of the proletariat is almost the opposite of that which these theories of 
the expropriation of the masses suggest. The truth is that. for the $reate! 

art of histo , for most men the ossession of the tools for the'ir ~<?~k 
was an essen condition or survtv or at east or ---galife-tcucatJl. 
family. The number of those who coUld maintain themselves by working 
for others, although they did not themselves possess the necessary 
equipment, was limited to a small proportion of the population. The 
amount of arable land and of tools handed down from one generation to 
the next limited the total number who could survive. To be left without 
them meant in most instances death by starvation or at least the im
possibility of procreation. There was little incentive and little possibility 
for one generation to accumulate the additional tools which would have 
made possible the survival of a larger number to the next, so long as the 
advantage of employing. additional hands was limited mainly to the 
instances where the division of the tasks increased the efficiency of the 
work of the owner of the tools. It was only when the larger gains from 
the employment of machinery provided both the means and the oppor
tunity for their investment that what in the past had been a recurring 
surplus of population doomed to early death was in an increasing 
measure given the possibility of survival. Numbers which had been 
practically stationary for many centuries began to increase rapidly. ~ 

roletariat which ca ·talism can be said to have 'created' was thus not a 
Ero ortion of the ulation w. would have existe W1 out It an 
whi It egr to a lower level; it was an additional ulation 

was ena to row u new 0 rtunities or em 0 ment 
w capi sm proVl e. so ar aSltis true that the growth of capital 
made the appearance of the proletariat possible, it was in the sense that it 
raised the productivity of labour so that much larger numbers of those 
who had not been equipped by their parents with the necessary tools 
were enabled to maintain themselves by their labour alone; but the 
capital had to be supplied first before those were enabled to survive who 
afterwards claimed as a right a share in its ownership. Although it was 
certainly not from charitable motives, it still was the first time in history 
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that one group of people found it in their interest to use their earnings 
on a large scale to provide new instruments of production to be operated 
by those who without them could not have produced their own 
sustenance. 

Of the effect of the rise of modern industry on the growth of 
population, statistics tell a vivid tale. That this in itself largely con
tradicts the common belief about the harmful effect of the rise of the 
factory system on the large masses is not the point with which we are at 
present concerned. Nor need we more than mention the fact that, so long 
as this increase of the numbers of those whose output reached a certain 
level brought forward a fully corresponding increase in population, the 
level of the poorest fringe could not be substantially improved, however 
much the average might rise. The point of immediate relevance is that 
this increase of population and particularly of the manufacturing 
population had proceeded in England at least for two or three generations 
before the period of which it is alleged that the position of the workers 
seriously deteriorated. 

The period to which this refers is also the period when the problem of 
the position of the working class became for the first time one of general 
concern. And the opinions of some of the contemporaries are indeed the 
main sources of the present beliefs. Our first question must therefore be 
how it came about that such an impression contrary to the facts should 
have become widely held among the people then living. 

One of the chief reasons was evidently an increasing awareness of facts 
which before had passed unnoticed. The very increase of wealth and 
well-being which had been achieved raised standards and aspirations. 
What for ages had seemed a natural and inevitable situation, or even as 
an improvement upon the past, came to be regarded as incongruous 
with the opportunities which the new age appeared to offer. Economic 
suffering both became more conspicuous and seemed less justified, 
because general wealth was increasing faster than ever before. But this, 
of course, does not prove that the people whose fate was beginning to 
cause indignation and alarm were worse off than their parents or grand
parents had been. While there is every evidence that great misery 
existed, there is none that it was greater than or even as great as it had 
been before. The aggregations of large numbers of cheap houses of in
dustrial workers were probably more ugly than the picturesque cottages 
in which some of the agricultural labourers or domestic workers had 
lived; and they were certainly more alarming to the landowner or to the 
city patrician than the poor dispersed over the country had been. But for 
those who had moved from country to town it meant an improvement; 
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and even though the rapid growth of the industrial centres created 
sanitary problems with which people had yet slowly and painfully to 
learn to cope, statistics leave little doubt that even general health was on 
the whole benefited rather than harmed. 8 

More important, however, for the explanation of the change from an 
optimistic to a pessimistic view of the effects of industrialization than 
this awakening of social conscience was probably the fact that this 
change of opinion appears to have commenced, not in the manufacturing 
districts which had firsthand knowledge of what was happening, but in 
the political discussion of the English metropolis which was somewhat 
remote from, and had little part in, the new development. It is evident 
that the belief about the 'horrible' conditions prevailing among the 
manufacturing populations of the Midlands and the north of England 
was in the 18 o's and IS 's WIdely held amon the u per Classes of 
London and the south. It was one 0 main arguments W1 w e 
landowning class hit back: at the manufacturers to counter the agitation 
of the latter against the Corn Laws and for free trade. And it was from 
these arguments of the conservative press that the radical intelligentsia of 
the time, with little firsthand knowledge of the industrial districts, 
derived their views which were to become the standard weapons of 
political propaganda. 

This position, to which so much even of the present-day beliefs about 
the effects of the rise of industrialism on the working classes can be 
traced, is well illustrated by a letter written about 1843 by a London lady, 
Mrs. Cooke Taylor, after she had for the first time visited some in
dustrial districts of Lancashire. Her account of the conditions she found 
is prefaced by some remarks about the general state of opinion in 
London: 

I need not remind you of the statements put forward in the newspapers, 
relative to the miserable conditions of the operatives, and the tyranny of 
their masters, for they made such an impression on me that it was with 
reluctance that I consented to go to Lancashire; indeed these misrepre
sentations are quite general. and people believe them without knowing 
why or wherefore. As an instance: just before starting I was at a large dinner 
party, at the west end of the town, and seated next a gentleman who is 
considered a very clever and intelligent man. In the course of the con
versation I mentioned that I was going to Lancashire. He stared and asked, 
'What on earth could take me there? That he would as soon think of going 
to St. Giles's; that it was a horrid place-factories all over; that the people, 

• Cf. M. C. Buet, HIIIIIb, Jf7lf11lb IIIIIl Poj»l/aliotl in IbI &r11 Dqyl of IbI I_1ri4I Rnoltdion 
(London: G. Routledgc &: Sons, 1926). 
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from starvation, oppression, and over-work, had almost lost the form of 
humanity; and that the mill-owners were a bloated, pampered race, feeding 
on the very vitals of the people.' I answered that this was a dreadful state of 
things; and asked 'In what part he had seen such misery?' He replied that 
'he had never seen it, but had been told that it existed; and that for his part he 
never had been in the manufacturing districts, and that he never would.' 
This gentleman was one of the very numerous body of people who spread 
reports without ever taking the trouble of inquiring if they be true or false.lo 

Mrs. Cooke Taylor's detailed description of the satisfactory state of 
affairs which to her surprise she found ends with the remark: 

Now that I have seen the factory people at their work, in their cottages 
and in their schools, I am totally at a loss to account for the outcry that has 
been made against them. They are better clothed, better fed, and better 
conducted than many other classes of working people.l1 

But even if at the time itself the opinion which was later taken over by 
the historians was loudly voiced by one party, it remains to explain why 
the view of one party among the contemporaries, and that not of the 
radicals or liberals but of the Tories, should have become the almost 
uncontradicted view of the economic historians of the second half of the 
century. The reason for this seems to have been that the new interest in 
economic history was itself closely associated with the interest in 
socialism and that at first a large proportion of those who devoted them
selves to the study of economic history were inclined towards socialism. 
It was not m.erelythe great stimulus which Karl Marx's 'materialist inter
pretation of history' undoubtedly gave to the study of economic 
history; practically all the socialist schools held a philosophy of history 
intended to show the relative character of the different economic 
institutions and the necessity of different economic systems succeeding 
each other in time. They all tried to prove that the system which they 
attacked, the system of private property in the means of production, 
was a perversion of an earlier and more natural system of communal 
property; and, because the theoretical preconceptions which guided them 
postulated that the rise of capitalism must have been detrimental to the 
working classes, it is not surprising that they found what they were 
looking for. 

10 This lettet is quoted in'Rcuben', A Brill Hittory of IbI Rill fJItfi Progrul of IbI Anti
C-lAIIIl..Iagw(London [184S)). Mrs. Cooke Taylor, who appcatll to have been the wife of 
the radical Dr. Cooke Taylor, bad visited the factory of Henry Ashworth at Turton, near 
Bolton, then still a ruml district and therefore probably more attractive than some of the 
urban industrial districts. 

ulbUI. 
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But not only those by whom the study of economic history was 
consciously made a tool of political agitation-as is true in many 
instances from Marx and Engels to Wemer Sombart and Sidney and 
Beatrice Webb-but also many of the scholars who sincerely believed 
that they were approaching the facts without prejudice produced results 
which were scarcely less biased. This was in part due to the fact that the 
'historical approach' which they adopted had itself been proclaimed as a 
counterblast to the theoretical analysis of classical economics, because 
the latter's verdict on the popular remedies for current complaints had so 
frequendy been unfavourable.lI It is no accident that the largest and 
most influential group of students of economic history in the sixty years 
preceding the First World War, the German Historical School, prided 
themselves also on the name of the 'socialists of the chair' (Katheder
sozialisten); or that their spiritual successors, the American 'insti
tutionalists', were mosdy socialists in their inclination. The whole 
atmosphere of these schools was such that it would have required an 
exceptional independence of mind for a young scholar not to succumb to 
the pressure of academic opinion. ~o re roach was more feared or more 
fatal to academic ro ' 010' t' of the 
~italist systen.!; and, even if a scholar dared to contradict dominant 
0puUon on a particular point, he would be careful to safeguard himself 
against such accusation by joining in the general condemnation of the 
capitalist system.18 To treat the existing economic order as merely a 
'historical phase' and to be able to predict from the 'laws of historical 
development' the emergence of a better future system became the hall
mark of what was then regarded as the truly scientific spirit. 

Much of the misrepresentation of the facts by the earlier economic 
historians was, in reality, direcdy traceable to a genuine endeavour to 
look at these facts without any theoretical preconceptions. The idea that 
one can trace the causal connections of any events without employing a 
theory, or that such a theory will emerge automatically from the 
accumulation of a sufficient amount of facts, is of course sheer illusion. 
The complexity of social events in particular is such that, without the 
tools of analysis which a systematic theory provides, one is almost bound 

11 Merely IS an illustration of the general attitude of that school a characteristic statement 
of one of its best-known representatives, Adolf Held, may be quoted. Aecording to him, it 
was David Ricardo 'in whose hand orthodox economics became the docile servant of the 
exclusive interests of mobile capital', and his theory of rent 'was simply dictated by the 
hatred of the moneyed capitalist against the landowners' (ZIIIIi BiklMr till' sori4/m Gtltbirbl, 
Bng/tIIIIis, Leipzig: Duncker &: Humblot, 1881, p. 178). 

13 A good account of the general political atmosphere prevailing among the German 
Historlcal School of economists will be found in Ludwig Pohle, DU glgm7II4rligl KriII in '" 
tlndltbm VolAmWlltbajlsll/m (Leipzig, 1911). 
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to misinterpret them; and those who eschew the conscious use of an 
explicit and tested logical argument usually merely become the victims 
of the popular beliefs of their time. Common sense is a treacherous guide 
in this field, and what seem 'obvious' explanations frequendy are no 
more than commonly accepted superstitions. It may seem obvious that 
the introduction of machinery will produce a general reduction of the 
demand for labour. But persistent effort to think the problem through 
shows that this belief is the result of a logical fallacy, of stressing one 
effect of the assumed change and leaving out others. Nor do the facts 
give any support to the belief. Yet anyone who thinks it to be true is very 
likely to find what seems to him confirming evidence. It is easy enough to 
find in the early nineteenth century instances of extreme poverty and to 
draw the conclusion that this must have been the effect of the intro
duction of machinery, without asking whether conditions had been any 
better or perhaps even worse before. Or one may believe that an increase 
of production must lead to the impossibility of selling all the product 
and, when one then finds a stagnation of sales, regard this as a con
firmation of the expectations, although there are several more plausible 
explanations than general 'overproduction' or 'underconsumption'. 

There can be no doubt that many of these misrepresentations were put 
forward in good faith; and there is no reason why we should not respect 
the motives of some of those who, to arouse public conscience, painted 
the misery of the poor in the blackest colours. We owe to agitation of 
this kind, which forced unwilling eyes to face unpleasant facts, some of 
the finest and most generous acts of public policy-from the abolition of 
slavery to the removal of taxes on imported food and the destruction of 
many entrenched privileges and abuses. And there is every reason to 
remember how miserable the majority of the people still were as recendy 
as a hundred or a hundred and fifty years ago. But we must not, long after 
the event, allow a distortion of the facts, even if committed out of 
humanitarian ual, to affect our view of what we owe to a system which 
for the first time in history made people feel that this misery might be 
avoidable. The Very slairns and ambitions of the working classes were 
and are the result 0 enormous im rovement of their osition which 
ca 1 • m rou t about There were, no dou t, many people whose 
privileged position, whose power to secure a comfortable income by 
preventing others from doing better what they were being paid for, was 
destroyed by the advance of freedom of enterprise. There may be 
various other grounds on which the development of modern in
dustrialism might be deplored by some; certain aesthetic and moral 
values to which the privileged upper classes attached great importance 
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were no doubt endangered by it. Some people might even question 
whether the rapid increase of population, or, in other words, the decrease 
in infant mortality, was a blessing. But if, and in so far as, one takes as 
one's test the effect on the standard of life of the large number of the 
toiling classes, there can be little doubt that this effect was to produce a 
general upward trend. 

The recognition of this fact by the students had to wait for the rise of a 
generation of economic historians who no longer regarded themselves 
as the opponents of economics, intent upon proving that the economists 
had been wrong, but who were themselves trained economists who 
devoted themselves to the study of economic evolution. Yet the 
results which this modern economic history had largely established a 
generation ago have still gained little recognition outside professional 
circles. The process by which the results of research ultimately become 
general property has in this instance proved to be even slower than 
usual. lA The new results in this case have not been of the kind which is 
avidly picked up by the intellectuals because it readily fits into their 
general prejudices but, on the contrary, are of a kind which is in conflict 
with their general beliefs. Yet, if we have been right in our estimate of 
the importance which erroneous views have had in shaping political 
opinion, it is high time that the truth should at last displace the legend 
which has so long governed popular belief. It was the conviction that 
this revision was long overdue which led to this topic being put on the 
programme of the meeting at which the first three of the following 
papers were originally presented and then to the decision that they 
should be made available to a wider public. 

The recognition that the working class as a whole benefited from the 
rise of modem industry is of course entirely compatible with the fact that 
some individuals or groups in this as well as other classes may for a time 
have suffered from its results. The new order meant an increased 
rapidity of change, and the quick increase of wealth was largely the 
result of the increased speed of adaptation to change which made it 
possible. In those spheres where the mobility of a highly competitive 
market became effective, the increased range of opportunities more than 
compensated for the greater instability of particular jobs. But the 
spreading of the new order was gradual and uneven. There remained
and there remain to the present day-pockets which, while fully exposed 
to the vicissitudes of the markets for their products, are too isolated to 

14. On this, cf. my essay, "The Intellc:ctuals and Soc:ia1ism', UlliHrtiJy DJ CbifflgtJ La1ll 
Rnil1II, Vol. XVI (1949), and reprintedaaNo. I% in the pre&entvolume. 

[zI4 ] 

History and Politics 

benefit much from the opportunities which the market opened else
where. The various instances of the decline of old crafts which were dis
placed by a mechanical process have been widely. publicized (the fate of 
the hand-loom weavers is the classical example always quoted). But 
even there it is more than doubtful whether the amount of suffering 
caused is comparable to that which a series of bad harvests in any region 
would have caused before capitalism had greatly increased the mobility 
of goods and of capital. The incidence on a small group among a pros
pering community is probably felt as more of an injustice and a challenge 
than was the general suffering of earlier times which was considered as 
unalterable fate. 

The understanding of the true sources of the grievances, and still 
more the manner in which they might be remedied so far as possible, pre
supposes a better comprehension of the working of the market system 
than most of. the earlier historians possessed. Much that has been blamed 
on the capitalist system is in fact due to remnants or revivals of pre
capitalistic features: to monopolistic elements which were either the 
direct result of ill-conceived state action or the consequence of a failure 
to understand that a smooth-working competitive order required an 
appropriate legal framework. We have already referred to some of the 
features and tendencies for which capitalism is usually blamed and which 
are in fact due to its basic mechanism not being allowed to work; and the 
question, in particular, why and to what extent monopoly has interfered 
with its beneficial operation is too big a problem for us to attempt to 
say more about it here. 

This introduction is not intended to do more than to indicate the 
general setting in which the more specific discussion of the following 
papers must be seen. For its inevitable tendency to run in generalities I 
trust these special studies will make up by the very concrete treatment of 
their particular problems. They cover merely part of the wider issue, 
since they were intended to provide the factual basis for the discussion 
which they opened. Of the three related questions-What were thefacts ? 
How did the historians present them? and Why?-they deal primarily 
with the first and chiefly by implication with the second. Only the paper 
by M. de J ouvenel, which therefore possesses a somewhat different 
character, addresses itself mainly to the third question; and, in so doing, 
it raises problems which reach even beyond the complex of questions 
which have been sketched here. 
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CHAPTER FIFTEEN 

The Road to Serfdom after 
Twelve Years* 

Although this book :rught in s~me res~cts have been ~e~en~ if I ~d 
written it in the first UlStance Wlth Amencan readers primarily 111 m11ld, 
it has by now made for itself too definite, if unexpected, a place in this 
country to make any rewriting advisable. Its republication in a new 
form, however, more than ten years after its first appearance, is perhaps 
an appropriate occasion for explaining its orig~ aim and for a .few 
comments on the altogether unforeseen and 111 many ways cunous 
success it has had in this country. 

The book was written in England during the war years and was 
designed almost exclusively for English .readers. Indeed, it ~ ad~e~sed 
mainly to a very special class of readers 111 England. It was 111 no spwt of 
mockery that I dedicated it 'To the Socialists of All Parties'. It had its 
origin in many discussions which, during ~e precedin~ t~ years, I had 
with friends and colleagues whose sympathies had been lllclined towards 
the left, and it was in continuation of those arguments that I wrote The 
Road to Serfdom. 

When Hitler came into power in Germany, I had already been 
teaching at the University of London for several years, but I kept in close 
touch with affairs on the Continent and was able to do so until the out
break of war. What I had thus seen of the origins and evolution of the 
various totalitaria1i movements made me feel that lish ublic 
o Ullon a.rt1 amon m en s who a vanced' views on 
social matters. comp et y mlSCOnce1ved the nature of those movements. 

* Foreword to the .American paperback edition of TiJI BIJtIIi 10 Swftlolll. University of 
Chicago Press, 1956. 
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Even before the war I was led by this to state in a brief essay what became 
the central argument of this book. But after war broke out I felt that this 
widespread misunderstanding of the political systems of our enemies, 
and soon also of our new ally, Russia, constituted a serious danger which 
had to be met by a more systematic effort. ~o, it was already fairly 
obvious that En land herself was likel to eriment after the war with 
the same kind 0 policies which I was convinced had contributed so much 
to destroy liberty elsewh~ .. . 
- Thus this book gradually took shape as a warrung to the SOClalist 

intdugentsia of England; with the in~vitable d~Iays of wartim~ pro
duction, it fulaliy appeared there early 111 the sprlllg of 1944. This. date 
will, incidentally, also explain why I felt that in order to get ~ hearIng I 
had somewhat to restrain myself in my comments on the regIme of our 
wartime ally and to choose my illustrations mainly from developments 
in Germany. 

It seems that the book appeared at a propitious moment, and I can feel 
only gratification at the success it had in England which, thoug~ very 
different in kind, was quantitatively no smaller than it was to be III the 
United States. On the whole, the book was taken in the spirit in which it 
was written, and its argument was seriously examined by those to whom 
it was mainly addressed. Excepting only certain of the leading politicians 
of the Labour party-who, as if to provide an illustration for my 
remarks on the nationalist tendencies of socialism, attacked the book on 
the ground that it was written by a foreigner-the thoughtful and 
receptive manner in which it was generally examined by persons who 
must have found its conclusions running counter to their strongest 
convictions was deeply impressive.1 

The same applies also to the other European countries where the book 
eventually appeared; and its particularly cordial reception by the post
Nazi generation of Germany, when copies of a translation published in 
Switzerland at last reached that country, was one of the unforeseen 
pleasures I derived from its publication. 

Rather different was the reception the book had in the United States 
when it was published here a few months after its appearance in England. 
I had given little thought to its possible appeal to American readers 

1 The most representative e:ample of British criticism of the book from a left.wing point 
of view is probably Mrs. Barbara Wootton's courteous and frank study, Frllfiolll IIIIIkr 
pltm1lillg (London: George ADen '" Unwin, 1946). It is often quoted in the United States 
as an effective refutation of my argument. though I cannot help feeling that more than one 
reader must have gained the impression that. as one American reviewer expressed it, 'it 
seems substandally to c:on6rm Hayek's thesis' (Chester I. Barnard, SOlI/hem E&0II01Iti& Journal, 
January 1946). 
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when writing it. It was then twenty years since I had last been in America 
as a research student, and during that time I had somewhat lost touch 
with the development of Ameri~ ideas. I could not be sure how far my 
argument had direct relevance to the American scene, and I was not in 
the least surprised when the book was in fact rejected by the first three 
publishing houses approached. lI 

It was certainly most unexpected when, after the book was brought 
out by its present publishers, it soon began to sell at a rate almost un
precedented for a book of this kind, not intended for popular con
sumption. a And I was even more surprised by the violence of the 
reaction from both political wings, by the lavish praise the book received 
from some quarters no less than by the passionate hatred it appeared to 
arouse in others. 

Contrary to my experience in England, in America the kind of people 
to whom this book was mainly addressed seem to have rejected it out of 
hand as a malicious and disingenuous attack on their finest ideals; they 
appear never to have paused to examine its argument. The language used 
and the emotion shown in some of the more adverse criticism the book 
received were indeed rather extraordinary.' But scarcely less surprising 
to me was the enthusiastic welcome accorded to the book by many whom 
I never expected to read a volume of this type-and from many more of 
whom I still doubt whether in fact they ever read it. And I must add that 
occasionally the manner in which it was used vividl brou ht home to 
me the truth of Lord Acton's observation tha at times sincere friends 
of freedom have been rare, and its triumphs have been due to minorities 
that have prevailed by associating themselves with auxiliaries whose 
objects often differed from their own; and this association, which is 
always dangerous, has sometimes been disastrous.' 

11 I did not know then, as has since been admitted by a person advising one of the finns, 
that this appears to have been due not to any doubts of the suecess of the book but to 
political prejudice which went to the extent of representing the book as 'unfit for publication 
by a reputable house' (see on this the statement by William Miller quoted by W. T. Couch 
in 'The Sainted Book BumeR', TbI F---, April I9H, p. 42', and also William Miller, 
TbI &01: Intilulry: A &porI of IbI Pllhl" Library IngtIiry of IbI SMaI SriItIu RmtIrtb CMNiI, 
New York: Columbia Univcmty Press, 1949, p. 12). 

• Not a little of this was due to the publication of a condensation of this book in the 
RIcrMr'1 Digu/, and I should like to pay here to the editora of this journal a public tribute for 
the extremely skilful manner in which this was done without my aaaiatance. It ia in
evitable that the compresaion of a complex argument to a &action of ita original1ength 
producea some oversimplffication, but to have done this without diatomon and better than 
I could have done it myaelf ia a remarkable achievement. 

• To any reader who would like to see a specimen of abuse and invective which is 
probably unique in contempozary academic d.iscuasion I recommend a reading of Professor 
Herman Finer's &wJ ID RlatIilJn (Boston: Little Brown &: Co., 1945). 
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It seems hardly likely that this extraordinary difference in the reception 
of the book on the two sides of the Atlantic is due entirely to a difference 
in national temperament. I have since become increasingly convinced 
that the explanation must lie in a difference of intellectual situation at the 
time when it arrived. 

In Eniland. and in Europe generally, the problems with which I dealt 
had long ceased to be abstract questions. The ideals which I examined 
had long before come down to earth, and even their most enthusiastic 
adherents had already seen concretely some of the difficulties and 
unlooked-for results which their application produced. I was thus 
writing about phenomena of which almost all W¥ EurOpean readers had 
some more or less close h!l:!ence, and I was merely arguing systematic
ally and consistently w: t many had already intuitively felt. There was 
already a disillusionment about these Wc;als noder way which their 
critical examination merel made more vocal or licit. 

In e United States, on the other , 1 S were still fresh 
and more virulent. It was only ten or fifteen years earlier-not forty or 
fifty, as in England-that a large part of the intelligentsia had caught the 
infection. And, in spite of the experimentation of the New Deal, their 
enthusiasm for the new kind of rationally constructed society was still 
largely unsoiled by practical experience. What to most Europeans had in 
some measure become viellX iell was to the American radicals still the 
glittering hope of a better world which they had embraced and nourished 
durin the recent ears of the Great De resSlO • 

1ll1on moves t in the United States, and even now it is difficult to 
remember how comparatively short a time it was before The Road to 
Serfdom appeared that the most extreme kind of economic planning had 
been seriously advocated and the model of Russia held up for imitation 
by men who were soon to play an important role in public affairs. It 
would be easy enough to give chapter and verse for this, but it would be 
invidious now to single out individuals. Be it enouih to mention that in 
1 the newl establi d National Plannin Board devoted a ood 
deal of attention ese four 
~untries: German,.Y, Italy. Russia. and Iapan .. Ten years later we had of 
course feamt to refer to these sa,n;.e countries as 'totalitarian', had 
fought a long war with three of them, and were soon to start a 'cold war' 
with the fourth. Yet the contention of this book that the political 
develo ment in those countnes hid sometlilii to do with their economic 
po aes was en s' 10 gnan Y re' ecte the advocates of lannin 
in . t su y came fashion to deny that the in-
spiration of planning had come from Russia and to contend, as one of 
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my eminent critics put it, that it was ca plain fact that Italy, Russia, 
Japan, and Germany all reached totalitarianism by very different roads'. 

The whole intellectual climate in the United States at the time The Road 
to Serfdom appeared was thus one in which it was bound either pro
foundly to shock or greatly to delight the members of sharply divided 
groups. In consequence, in spite of its apparent success, the book has not 

here the kind of effect I should have wished or which it has had else-
where. It is true that its nel io widel acceDted.1f 
twelve years ago It seeme to many ost sa ege to suggest tliitt 
fascism and communism are merely variants of the same totalitarianism 
which central control of an economic activi tends to roduce, this has 
~come almost a commonplace. I . ev; W1 t 
democratic soCialism is a very precarious and unsta e affiIir, ridden with 
Gte&al eonttaenct1ons and eve here roduCln results most diStaste

toman 0 tts 
r s so red mood the lessons of events and more popular is

cussions of the problems are certainly more responsible than this book. 
Nor was my general thesis, as such, original when it was published. 
Although similar but earlier warnings may have been largely forgotten, 
the dangers inherent in the policies which I criticized had been pointed 
out again and again. Whatever merits this book ossesses consist not in 
the reiteration of this eSlS ut 10 e atlent an ed exanunation 

e Wo C ro uce su Unlooked-for 
results and of the Process by which they come about. 

It is for this reason that I rather hope that the time may now be more 
favourable in America for a serious consideration of the true argument 
of the book than it was when it first appeared. I believe that what is it.!l
portant in it still has to render its service, althou h I reco . that e 
hot socialism against Wo' It was mainly directed-that organized 
movement towards a deliberate ormization of economic life by the 
st!te as the chief owner of the means of production is near~ dead in the 
Western world. 1he century of socialism in this sense pro bly came to 
an end around 194 Many of its illusions have been discarded even by its 
kaders, and elsewhere as well as in the United States the very name has 
lost much of its attraction. Attempts w:ill no doubt be made to rescue the 
name for movements which are less dogmatic, less doctrinaire, and less 
systematic. But an argument applicable solely against those clear-cut 
conceptions of social reform which characterized the socialist move
ments of the past might today well appear as tilting against windmills. 

6 The most effective of these _ undoubtedly Georgc Orwell'. 1981. The author had earlier kindly reviewed TIN Road 10 SIr!_ in The Ob.rmllr of 9 April 1944. r 220] 
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et though hot socialism is probably a thing of the past, some of its 

conceptions have penetrated far too deeply into the whole structure of 
current thought to justify complacency. If few people in the Western 
world now want to remake society from the bottom according to some 
ideal blueprint, a great many still believe in measures which, though not 
designed completely to remodel the economy, in their aggregate effect 
may well unintentionally produce this result. And, even more than at the 
time when I wrote this book, the advocacy of policies which in the long 
run cannot be reconciled with the preservation of a free society is no 
longer a party matter. That hodge-podge of ill-assembled and often in
consistent ideals which under the name of the Welfare State has largely 
re laced soCiatism as the oat of the reformer needs ve careful 
sortin out if its results are not to be v similar to those of 
fledge s sm. This is not to say that some of its aims are not both 
practicable and laudable. But there are many ways in which we can work 
towards the same goal, and in the present state of opinion there is some 
danger that our impatience for quick results may lead us to choose 
instruments which, though perhaps more efficient for achieving the 
particular ends, are not compatible with the preservation of a free 
society. The increasing tendency to rely on administrative coercion and 
discrimination where a modification of the general rules of law might, 
perhaps more slowly, achieve the same object, and to resort to direct 
state controls or to the creation of monopolistic institutions where 
judicious use of financial inducements might evoke spontaneous efforts, 
is still a powerful legacy of the socialist period which is likely to influence 
P.Qli for a Ion time to come. 
. ust use 10 e years ahead of us political ideology is not likely to 

aim at a clearly defined goal but towards piecemeal change, ~ full under
standin of the rocess throu h which certain kinds of measures can 
estroy e bases of an economy has on the market and gradually 

smother the creativ;e wers of a free civilization seems now of the 
greatest il'lJ.l29'Plllce. Only if we understand why and how certain . s 
of economic controls tend to paralyse the driving forces of a free society, 
and which kinds of measures are particularly dangerous in this respect, 
can we hope that social experimentation w:ill not lead us into situations 
none of us want. ./ 

It is as a contribution to this task that this book is intended. I hope that 
at least in the quieter atmosphere of the present it will be received as what 
it was meant to be, not as an exhortation to resistance against any 
improvement or experimentation, but as a warning that we should 
insist that any modification in our arrangements should pass certain tests 
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(described in the central chapter on the Rule of Law) before we conunit 
ourselves to courses from which withdrawal may be difficult. 

The fact that this book was originally written with only the British 
public in mind does not appear to have seriously affected its intelligibility 
for the American reader. But there is one point of phraseology which I 
ought to explain here to forestall any misunderstanding.luse throughout 
the term 'liberal' in the original, nineteenth-century sense in which it is 
~till current in Britain. In current American usage it often means very 
nearly the opposite of this. It has been part of the camouflage of leftish 
movements in this country, helped by the muddleheadedness of many 
who really believe in liberty, that 'liberal' has come to mean the 
advocacy of almost every kind of government control. I am still puzzled 
why those in the United States who truly believe in liberty should not 
only have allowed the left to appropriate this almost indispensable term 
but should even have assisted by beginning to use it themselves as a term 
of opprobrium. This seems to be particularly regrettable because of the 
consequent tendency of many true liberals to describe themselves as 
conservatives. 

It is true, of course, that in the struggle against the believers in the all
powerful state the true liberal must sometimes make common cause with 
the conservative, and in some circumstances, as in contemporary 
Britain, he has hardly any other way of actively working for his ideals. 
But true liberalism is still distinct from conservativism. and there is 
aaJiger in the two being confused. COnservativism, though a necessary 
element in any stable society, is not a social programme; in its pater
nalistic, nationalistic, and power-adoring tendencies it is often closer to 
socialism than true liberalism; and with its traditionalistic, anti
intellectual, and often mystical propensities it will never, except in 
short periods of disillusionment, appeal to the young and all those 
others who believe that some changes are desirable if this world is t 
become a better place. A conservative movement, by its very nature, . 
bound to be a defender of established rivile and to lean on the wer 
of government for the protection of privi eg«. e essence 0 e ral 
position, however, is the eteniaI ofat!frivilege, if privilege is understood 
in its ro and on iiiil meanin 0 the state antin and roteccln 
ri ts to some which are not a 

Perhaps a wor 0 apo ogy IS reqwre or my owing this 
book to reappear in entirely unchanged form after the lapse of almost 
twelve years. I have many times tried to revise it, and there are numerous 
points I should like to explain at greater length or to state more cautiously 
or to fortify by more illustration and proof. But all attempts at rewriting 
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only proved that I could never again produce as short a book covering as 
much of the field; and it seems to me that, whatever other merits it may 
have, its relative brevity is its greatest. I have thus been forced to the 
conclusion that whatever I want to add to the argument I must attempt 
in separate studies. I have begun to do so in various essays some of which 
provide a more searching discussion of certain philosophical and 
economic issues on which the present book only touches.6 On the special 
question of the roots of the ideas here criticized and of their connection 
with some of the most powerful and impressive intellectual movements 
of this age, I have commented in another volume.? And before long I 
hope to supplement the all-too-brief central chapter of this book by a 
more extensive treatment of the relation between equality and justice. 8 

There is one particular topic, however, on which the reader will with 
justice expect me to comment on this occasion, yet which I could even 
less treat adequately without writing a new book. Little more than a year 
after The Road to Serfdom first appeared, Great Britain had a socialist 
government which remained in power for six years. And the question of 
how far this experience has confirmed or refuted my apprehensions is 
one which I must try to answer atleast briefly. If anything, this experience 
has strengthened my concern and, I believe I may add, has taught the 
reality of the difficulties I pointed out to many for whom an abstract 
argument would never have carried conviction. Indeed, it was not long 
~er the Labour government came into power that some of the issues. 
which my critics in America dismissed as bogeys became in Great 
Britain main topics of political discussion. S..90n even official documents 
were ravel discussin the clan er of totalitarianism raised b the oHC
of econOmlC P . g .. There is no better illustration of the manner in 
which the inherent logic of their policies drove an unwilling socialist 
government into the kind of coercion it disliked than the following 
passage in the &onomic SlIT'Vey Jor In7 (which the Prime Minister 
presented to Parliament in February of that year) and its sequel: 

There is an essential difference between totalitarian and democratic planning. 
The former subordinates all individual desires and preferences to the 
demand of the State. For this purpose, it uses various methods of com
pulsion upon the individual which deprive him of his freedom of choice. 
Such methods may be necessary even in a democratic country during the 
extreme emergency of a great war. Thus the British people gave their war-

e IntliWItiaIism anti E&0fI(J1IIi& Or'" (Chicago, 1948). 
7 The CoIIIJIII"-RwoItdion of Srimt, (Glencoe, m., 19S z). 
8 An advance sketch of my treatment of this subject has been published by the National 

Bank of Egypt in the form of four lectures on The Polili&aI Itleal of the HRle of Law (Cairo, 
19S s), and the full version was published in 1960 under the title The COIIS/ilu/ion of Liberty. 
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time Government the power to direct labour. But in normal times the 
people of a democratic country will not give up their freedom of choice to 
their Govemment. A democratic Government must therefore conduct its 
economic planning in a manner which preserves the maximum possible 
freedom of choice to the individual citizen. 

The interesting point about this profession of laudable intentions is 
that six months later the same government found itself in peacetime 
forced to put the conscription of labour back on the statute book. It 
hardly diminishes the significance of this when it is pointed out that the 
power was in fact never used-because, if it is known that the authorities 
have power to coerce, few will wait for actual coercion. But it is rather 
difficult to see how the government could have persisted in its illusions 
when in the same document it claims that it was now for 'the Govem
ment to say what is the best use for the resources in the national interest' 
and to 'lay down the economic task for the nation: it must say which 
things are the most important and what the objectives of policy ought to 
be.' 

Of course, six years of socialist government in England have not pro
duced anything resembling a totalitarian state. But those who argue that 
this has disproved the thesis ofThI Road 10 Serfdom have really missed one 
of its main points: that the most important change which extensive 
government control produces is a psychological change, an alteratiot;l 
in the character of the people. This is necessarily a slowiifair, a process 
whiCh extends not over a few years but perhaps over one or two 
generations. The imPOrtant point is that the political ideals of a people 
and its attitude towards authori are as much the effect as the cause of 
die po tl lnStltutlons un er whi It ves. s means, among other 
thin s, that even a stron ttaaition of liticallibe is no safe d if 
the ger 18 recisel that new institutions and olicies' ua 
un erttl11le an ' estroy t splrit. The consequences can 0 co~se be 
averted if that spirit reasserts Itsetrin time and the people not only throw 
out the party which has been leading them further and further in the 
dangerous direction, but also recognize the nature of the danger and 
resolutely change their course. There is not yet much ground to believe 
that the latter has happened in England. 

Yet the change undergone by the character of the British people, not 
merely under its Labour government but in the course of the much 
longer period during which it has been enjoying the blessings of a 
patemalistic welfare state, can hardly be mistaken. These changes are not 
easily demonstrated but are clearly felt if one lives in the country. In 
illustration, I will cite a few significant passages from a sociological 
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survey dealing with the impact of the surfeit of regulation on the mental 
attitudes of the young. It is concerned with the situation before the 
Labour government came into power, in fact, about the time this book 
was first published, and deals mainly with the effects of those wartime 
regulations which the Labour government made permanent: 

It is above all in the city that the province of the optional is fdt as dwindling 
away to nothing. At school, in the place of work, on the journey to and fro, 
even in the very equipment and provisioning of the home, many of the 
activities normally possible to human beings are either forbidden or 
enjoined. Special agencies, called Citizens' Advice Bureaux, are set up to 
steer the bewildered through the forest of rules, and to indicate to the 
persistent the rare clearings where a private person may still make a choice. 
• • • [The town lad] is conditioned not to lift a finger without referring 
mentally to the book of words first. A time-budget of an ordinary city youth 
for an ordinary working day would show that he spends great stretches of 
his waking hours going through motions that have been predetermined for 
him by directives in whose framing he has had no part, whose precise 
intention he sddom understands, and of whose appropriateness he cannot 
judge. ..• The inference that what the city lad needs is more discipline and 
tighter control is too hasty. It would be nearer the mark to say that he is 
suffering from an overdose of control already .. /". Surveying his parents 
and his older brothers or sisters he 1inds them as regulation-bound as him
sdf. He sees them so acclimatized to that state that they sddom plan and 
carry out under their own steam any new social excursion or enterprise. He 
thus looks forward to no future period at which a sinewy faculty of re
sponsibility is likely to be of service to himsdf or others .... [The young 
people] are obliged to stomach so much external and, as it seems to them, 
meaningless control that they seek escape and recuperation in an absence of 
discipline as complete as they can make it.1I 

Is it too pessimistic to fear that a generation grown up under these 
conditions is unlikely to throw off the fetters to which it has grown 
used? Or does this description not rather fully bear out de Tocqueville's 
prediction of the 'new kind of servitude' when 

after having thus successivdy taken each member of the community in its 
powerful grasp, and fashioned him at will, the supreme power then extends 
its arm over the whole community. It covers the surface of society with a 
network of small complicated rules, minute and uniform through which the 
most original minds and the most energetic characters cannot penetrate to 
rise above the crowd. The will of man is not shattered but softened, bent and 
guided; men are sddom forced by it to act, but they are constantly restrained 

• L J. Bames, Y Dtdb Slni" in fJ1I Englisb CounIy: A BlptJrI PnpanJ for King Georgl'l JNbilee 
TNIII (London, I94J). 
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from acting. Such a power does not destroy, but it prevents existence; it 
does not tyrannize, but it compresses, enervates, extinguishes, and stupefies 
a people, till each nation is reduced to be nothing better than a flock of timid 
and industrial animals of which government is the shepherd.-I have always 
thought that servitude of the regular, quiet, and gentle kind which I have 
just described might be combined more easily than is commonly believed 
with some of the outward forms of freedom and that it might even establish 
itself under the wing of the sovereignty of the people.iO 

What de Tocqueville did not consider was how long such a govern
ment would remain in the hands of benevolent despots when it would 
be so much more easy for any group of ruffians to keep itself indefinitely 
in power by disregarding all the traditional decencies of political life. 

Perhaps I should also remind the reader that T have neyer acrnsed the 
socialist parties of deliberately aimjp&, at a totalitarian r<:girns or even 
sus cted that the leaders of the old socialist movements mi ht ever 
show su 00 an Wo t the 
British e is that the un-

create a sta e 
o . the li is to be force 
get the upper hand. I explicitly stress that 'socialism can be put into 
practice only by methods of which most socialists disapprove' and even 
add that in this 'the old socialist parties were inhibited by their demo
cratic ideals' and that 'they did not possess the ruthlessness required for 
the performance of their chosen task'. I am afraid the impression one 
gained under the Labour government was that these inhibitions were, if 
anything, weaker among the British socialists than they had been among 
their German fellow-socialists twenty-five years earlier. Certainly the 
German Social Democrats, in the comparable period of the 1920'S under 
equally or more difficult economic conditions, never approached as 
closely to totalitarian planning as the British Labour government has 
done. 

Since I cannot here examine the effect of these policies in detail, I will 
rather quote the summary judgments of other observers who may be less 
suspect of preconcCived opinions. Some of the most damning, in fact, 
come from men who not long before had themselves been members of 
the Labour party. Thus Mr. Ivor Thomas, in a book apparently in
tended to explain why he left that party, comes to the conclusion that 

10 A. de Tocqucville, ~ ;" AIIIMica. Part :rr. Book IV. ClIap. vi. The wholc 
chapter should be read in order to rcalizc with what acute insight dc Tocqucvillc was ablc 
to foreacc the psychological cft'ccts of thc modem welfare state. It was. incidentally. dc 
Tocqucvillc's frequent reference to thc 'new servitudc' which suggested thc tidc of thc 
present book. 
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'from the point of view of fundamental human liberties there is little to 
choose between communism, socialism, and national socialism. They 
all are examples of the collectivist or totalitarian state ... in its essentials 
not only is completed socialism the same as communism but it hardly 
differs from fascism.'ll 

The most serious develo ment is the rowth of a measure of arbitra 
administrative coercion an e progressive destruction 0 the chenshed 
foundation of British li~ the Rule of Law, for exactly the reasons 
here discussed in Cbapter . 'i'biS process bad of course started long 
before the last Labour government came into power and had been 
accentuated by the war. But the attempts at eco 'c planning under 
the Labour government carried it to a point hich es it doubtful 
whether it can be said that the Rule of Law s' prevail in Britain. The 
'New Despotism' of which a Lord OUef JUStice had warned Britain as 
long as twenty-five years ago is, as The Economist recently observed, no 
longer a mere danger but an estalilished fact. 11 It is a despotism exercised 
by a thoroughly conscientious and honest bureaucracy for what th y 
sincerely believe is the &,ood of the country. But it is nevertheless an 
arbitrary government, in practice free from effective parliamentary 
control; and its machinery would be as effective for any other than the 
beneficent purposes for which it is now used. I doubt whether it was 
much exaggerated when recently an eminent British jurist, in a careful 
analysis of these trends, came to the conclusions that 'in Britain today, 
we live on the edge of dictatorship. Transition would be easy, swift, and 
it could be accomplished with complete legality. Already so many steps 
have been taken in this direction, due to the completeness of power 
possessed by the Government of the day, and the absence of any real 
check such as the terms of a written constitution or the existence of an 
effective second chamber, that those still to be taken are small in com
parison.'lI 

For a more detailed analysis of the economic policies of the British 
Labour government and its consequences I cannot do better than 
refer the reader to Professor John Jewkes' Ordeal by Planning (London: 
Macmillan and Co., 1948). It is the best discussion known to me of a 
concrete instance of the phenomena discussed in general terms in this 

11 ThI SotiaIist Trfll'l!l (London: Latimcr House, Ltd •• 1949). pp. Z41 and 24Z. 
III In an articlc in thc issuc of June 19. 19S4. discussing thc Rlport on IU Pllhli& INJIIiry 

0rt/nwJ by IhI Minisl". of Agrittllhtn into IhI Disposal of LantJ al Cri&hli Down (Cmd. 9176; 
London: H.M. Stationery Office. 19S4). a document deserving thc most careful study by all 
those intcrcstcd in the psychology of a planning burcaucmcy. 

13 G. W. Kccton, ThI PassillgofParliammt (London, 19Sz). 
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book. It supplements it better than anything I could add here and spells 
out a lesson which is of significance far beyond Great Britain. 

It seems now unlikely that, even when another Labour government 
should come into power in Great Britain, it would resume the experi
ments in large-scale nationalization and planning. But in Britain, as 
elsewhere in the world, the defeat of the onslaught of systematic 
socialism has merely given those who are anxious to preserve freedom a 
breathing space in which to re-examine our ambitions and to discard all 
those parts of the socialist inheritance' which are a danger to a free 
society. Without such a revised conception of our social aims, we are 
likely to continue to drift in the same direction in which outrigqt 
socialism would merely have carried us a little faster. 
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CHAPTER SIXTEEN 

The Moral Element in 
Free Enterprise" /) 

\ 
Economic activity provides the material means for all our ends. At the 
same time, most of our individual efforts are directed to providing 
means for the ends of others in order that they, in turn, may provide us 
with the means for our ends. It is only because we are free in the choice of 
our means that we are also free in the choice of our ends. 

Economic freedom is thus an indis able condition of all other 
free om, an enterprise bo a necessary con tion and a consCCjUCiiCe of personal freedom. In diScussing The Moral Element in 
Free Ente%prise I shall therefore not confine myself to the problems of 
economic life but consider the general relations between freedom and 
morals. 
~I freedom in this connection I mean, in the great Ah~o-Saxon 

tradition, iiidCpc;nde1ice of the arbi~ Will of another. . s is the claSsical concept101l oftreedom under taw, a state of affairs in which 
a man may be coerced only where coercion is requited by the general 
rules of law, equally applicable to all, and never by the discretionary 
decision of administrative authority. 

The relationship between this freedom and moral values is mutual 
and complex. I shall therefore have to confine myself to bringing out the 
salient points in something like telegram style. 

It is, on the one hand, an old discovery that morals and moral values 
will grow only in an environment of freedom, and that, in general, moral 

... An. address to the 66th Congress of Amcricaa Industry organized by The National Association of Manufacturers, New York, December 6, 1961 and first printed with simiIat addresacs by FcUx Motley, Hctrcll Dc Graft' and John Davecport under the tide Th. Spirillllll muI MfIf'a1 Si!l'ijiun&, ofF,." Bnlwprlsr. New York, J~%. 
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Politics The Moral Element in Free Enterprise 
hold moral values essentially similar to our own have survived as free 
societies, while in others freedom has perished. 

All this provides strong argument why it is most important that a free 
society be based on strong moral convictions and why if we want to 
preserve freedom and morals, we should do all in our power· to spread 
the appropriate moral convictions. B_ut what I am mainly concerned 
with is the error that men must first be good before they can be granted 
freedom . 
.... It IS true that a free society lacking a moral foundation would be a very 
unpleasant society in which to live. But it would even so be better than a 
society which is unfree and immoral; and it at least offers the hope of a 
gradual emergence of moral convictions which an unfree society pre
vents. On this point I am afraid I strongly disagree with John Stuart Mill 
who maintained that until men have attained the capacity of being gui~ to their own improvement by conviction or persuasion, 'there is nothing 
for them but implicit obedience to an Akbar or Charlemagne, if they are 
so fortunate as to find one.' Here I believe T. B. Macaulayexpressed 
much greater wisdom of an older tradition, when he wrote that 'many 
politicians of our time are in the habit oflaying it down as a self-evident 
proposition that no people are to be free till they are fit to use their free
dom. The maxim is worthy of the fool in the old story who resolved not 
to go into the water till he had learned to swim. If men are to wait for 
li till the become wise and ood, the ma; indeed wattforever. ' 

But I must now turn om w t IS merely the re-affirmation of old 
wisdom to more critical issues. I have said that liberty, to work well, 
requires not merely the existence of strong moral convictions but also 
the acceptance of particular moral views. By this I do not mean that 
within limits utilitarian considerations will contribute to alter moral 
views on particular issues. Nor do I mean that, as Edwin Cannan 
expressed it, 'of the two principles, Equity and Economy, Equity is 
ultimately the weaker • • • the judgment of mankind about what is 
equitable is liable to change, and .•. one of the forces that causes it to 
change is mankind's discovery from time to time that what was supposed 
to be quite just and equitable in some particular matter has become, or 
perhaps always was, uneconomical'. 

This is also true and important, though it may not be a commendation 
to all people. I am concerned rather with some more general conceptions 
which seem to me an essential condition of a free society and without 
which it cannot survive. The two crucial ones seem to me the belief in 
individual rtQ,0nsibili2 and the approvat as lust of an arrangement tr 
whfch mate rewar are made to correspond to the viI hkh 
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Politics The Moral Element in Free Enterprise 
we shall never build u a successful free society without that ressure of 
p'raJ.se an \V • ch treats 1n VI as responsible for his con
duct and also makes him. bea:i the consequences of even innocent euor. 

But if it is essential for a free society that the esteem in which a person 
is held by his fello\VS depends on how far he lives up to the demand for 
moral law, it is also essential that material reward should not be deter
mined by the opinion of his fellows of his moral merits but by the value 
which they attach to the particular services he renders them. This brings 
me to my second chief point: the conception of social justice which must 
prevail if a free society is to be preserved. This is the point on which the 
defendets of a free society and the advocates of a collectivist system are 
chidly divided. And on this point; while the advocates of the socialist 
conception of distributive justice are usually very outspoken, the 
upholders of freedom are unnecessarily shy about stating blundy the 
implications of tb.eir ideal. 

The simple facts are these: We want the individual to have liberty 
because only if he can decide what to do can he also use all his unique 
combination of information, skills and capacities which nobody else can 
fully appreciate. To enable the individual to fu1£il his potential we must 
also allow him to act on his own estimates of the various chances and 
probabilities. Since we do not know what he kno\VS, we cannot decide 
whether his decisions were justified; nor can we know whether his 
success or failure was due to his efforts and foresight, or to good luck . .In 
other words we must look at results not intentions or motiv, can 
allow him to act on his own knowled e onl if we also ow to KI 
W t his fellows are willin to a him for his services, it spective of 
whe er we' s reward a ro riate to the morallrient e --
earne or e esteem 1n \V ch we ho as a~rson. 

SuCh remuneration, in accordance with theue of a man's services, 
inevitably is often very different from what we think of his moral merit. 
This, I believe, is the chief source of the dissatisfaction with a free enter
prise system and of the clamour for 'distributive justice'. It is neither 
honest nor e1fective to deny that there is such a discrepancy between the 
moral merit and esteem which a person may earn by his actions and, on 
the other hand, the value of the services for which we pay him. We place 
ourselves in an entirely false position if we try to gloss over this fact or to 
disguise it. Nor have we any need to do so. 

It seems to me one of the great merits of a free society that material 
reward is not dependent on whether the maJonty of our fellows like or 
esteem ~onan~ ThiS means that, so long as we keep within the accepted es: mo pressure can be brought on us only through the 
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esteem of those whom we ourselves respect and not through the 
allocation of material reward by a social authority. It is of the essence of a· 
free society that we should be materially rewarded not for doing what 
others order us to do, but for giving some others what they want. Our 
conduct ought certainly to be guided by our desire for their esteem. But 
we are free because the success of our dail efforts does not de ndem 
w ether particular people like us, or our rinci les, or our rell ion, or 
our manners, an cause we can eC! ewe er e material reward 
others are prepared to pay for our services makes it worth while for us to 
render them . 
• We seldom know whether a brilliant idea which a man suddenly 
conceives, and which may greatly benefit his fellows, is the result of years 
of effort and preparatory investment, or whether it is a sudden in
spiration induced by an accidental combination of knowledge and 
circumstance. But we do know that, where in a given instance it has been 
the former, it would not have been worth while to take the risk if the dis
coverer were not allowed to reap the benefit. And since we do not know 
how to distinguish one case from the other, we must also allow a man to 
get the gain when his good fortune is a matter of luck. 

I do not wish to deny, I rather wish to emphasize, that in our society 
personal esteem and material success are much too closely bound 
together. We ou ht to be much more aware that if we re d a man as 
entitled to a high material reward t in itself does not necess y 
enticle hlin. to high esteem. And, though we are often confused on tEIs 
point, it does not mean that this confusion is a necessary resUlt of the free 
enm s~r that in general the free entetprise system is more 
mat nc thiii othei soaar orders. Indeed, and thiS hnngs me to the 
last point I want to make, it seems to me in many respects considerably less so. .. 

In fact, free enterprise has developed the only kind of society which, 
while it provides us with ample material means, if that is what we mainly 
want, still leaves the individual free to choose between material and non
material reward. The confusion of which I have been speaking
between the value which a man's services have to his fellows and the 
esteem he deserves for his moral merit-may well make a free enterprise 
society materialistic. But the way to prevent this is certainly not to place 
the control of all material means under a single direction, to make the 
distribution of material goods the chief concern of all common effort 
and thus to get politics and economics inextricably mixed. 

It is at least ssible for a free ente rise socie to be in this res ct a 
pluralistic society which knows no single or er 0 ~y . 
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c;lliferent rlOC! les on which esteem is based; where wordly success is 
nei er the only evidence nor regar e as certalO ~roofc;rrndividti3.l 
ment. It may wen be true that periods of a very rapi increase of wealth ~ which many enjoy the benefits of wealth for the first time, tend to 
proquce for a time a predominant concern with material improvement. 
Until the recent European upsurge many members of the more comfort
able classes there used to decry as materialistic the economically more 
active periods to which they owed the material comfort which had made 
it easy for them to devote themselves to other things. 

Periods of great cultural and artistic creativity have generally followed,. 
rather than coincided with, the periods of the most rapid increase in 
wealth. To my mind this shows not that a free society must be dominated 
by material concerns, but rather that with freedom it is the moral 
atmosphere in the widest sense, the values which people hold, that 
will determine the chief direction of their activities. Individuals as well 
as communities, when they feel that other things have become more 
important than material advance, can turn to them. !t is certainly not by 
the endeavour to make material reward cortes nd to all merit, but onl 
by y recogOlZlOg t there are 0 r an 0 en more lmportant 
goatS than material success, that we can guard ourselves against be-
com.in~ too matetialiSnc. -Sur y it is unJust to blame a system as more materialistic because it 
leaves it to the individual to decide whether he prefers material gain to 
other kinds of excellence, instead of having this decided for him. There 
is indeed little merit in being idealistic if the provision of the material 
means required for these idealistic aims is left to somebody else.lt is only 
where a rson can himself choose to make a material sacrifice for a non
material end at e eserves cre t. The desire to be relieved of the 
clioice, and of any need for personal sacrifice, certainly does not seem to 
me particularly idealistic. 

I must say that I find the atmosphere of the advanced Welfare State in 
every sense more materialistic than that of a free enterprise society. If 
the latter gives individuals much more scope to serve their fellows by the 
pursuit of purely materialistic aims, it also gives them the opportunity 
to pursue any other aim they regard as more important. One must 
remember, however, that the pure idealism of an aim is questionable 
whenever the material means necessary for its fulfilment have been 
created by others. 

In conclusion I want for a moment to return to the point from which I 
started. When we defend the free enterprise system we must always 
remember that it deals o01y with means. What we make of our freedom 
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is up to us. We must not confuse efficien in rovidin means with the 

p~ses which ;a serve. sOClety which has no other standard an 

e crency will indee waste that efficiency. If men are to be free to use 

their talents to provide us with the means we want, we must remunerate 

them in accordance with the value these means have to us. Nevertheless, 

we ought to esteem them only in accordance with the use they make of 

the means at their disposal. 
Let us encourage usefulness to one's fellows by all means, but let us 

not confuse it with the importance of the ends which men ultimately 

serve. It is the glory of the free enterprise system that it makes it at least 

possible that each individual while servin his fellows can do so for' 

own ends. But the slstem IS itself 0 y a means, and its infinite poS$!

bilities must be used In the service of ends which exist apart. 
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CHAPTER SEVENTEEN 

What is (Social'?-What Does 
it Mean? * 

Except in the fields of philology and logic, there are probably few cases in 
which one would be justified in devoting a whole article to the meaning 
of a single word. Sometimes, however, such a little word not only throws 
light upon the process of the evolution of ideas and the story of human 
error, but often also exercises an irrational power which becomes 
apparent only when, by analysis, we lay bare its true meaning. I doubt 
whether there exists a better example of the little understood influence 
that may be exercised by a single word than that afforded by the role 
which for a hundred years the word 'social' has played in the whole 
sphere of political problems-and is still playing. We are so familiar with 
it, we accept it so much as a matter of course, that we are hardly conscious 
of any problem regarding its meaning. We have accepted it for so long 
as the natural description of good behaviour and sincere thinking, that it 
seems almost sacrilege even to ask what this word really means which so 
many men consider as the guiding star of their moral aspirations. Indeed, 
I rather suspect that the majority of my readers, though they may not be 
quite sure what 'social' means, nevertheless have little doubt that it does 
indicate an ideal by which all good men should regulate their conduct, 
and that they will hope that I shall now tell them exactly what it does 
mean. Let me say at once that in this respect I shall disappoint them; for 
the primary conclusion to which a meticulous scrutiny of the word and 
its meaning has led me is that even so exceptionally potent a word as this 

* First published in German in MasIlIl1lll D,_Mali, (cd. A. Hunold), Zurich. J9n and 
then in an unauthorized translation in FrmJo", and Sn/do", (cd. A. Hunold), Dordrecht, 
1961. The present reprint is a revised version of that translation which in parts gravely 
misrcprcaentcd the meaning of the original. 
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can be incredibly empty of meaning and offer us no answer to our 
question. 

Generally speaking, I am no friend of the new sport of semantics 
which derives particular satisfaction from dissecting the meaning of 
words that are familiar to us all. Equally I have no desire to turn the 
tables and, for once, to employ against the concepts of the radical 
reformers the technique which has hitherto been used almost exclusively 
against the traditional values of the free world. Nevertheless, I see in the 
ambiguity of the word and the slovenly manner in which it is normally 
used a very real danger to any clear thinking, to any possibility of 
reasoned discussion with regard to a great number of our most serious 
problems. It is, I admit, no pleasant task to have to brush aside the 
roseate veil in which such a 'good' word has been able to envelop all our 
discussions on problems of internal policy; but it is a very important 
task, and one that must be undertaken. The fact that for three or four 
generations it has been regarded almost as the hall-mark of good men 
that they make constant use of it, must not be allowed to disguise the 
other fact that very soon avoidance of its use will inevitably come to be 
regarded as the hall-mark of clear thinking. 

Perhaps it would be as well if, at this juncture, I explained how it came 
about that, as far as I myself am concerned, a certain malaise regarding 
the use of the word 'social' was transformed into open hostility that 
caused me to regard it as a real danger. It was the fact that not only did 
many of my friends in Germany deem it appropriate and desirable to 
qualify the term 'free market economy' by calling it 'social market 
economy', but that even the constitution of the Federal German Re
public, instead of adhering to the clear and traditional conception of a 
Rechtsstaat, used the new and ambiguous phrase 'a social Rechtsstaat'. I 
doubt very much whether anyone could really explain what the addition 
of this adjectival frill is supposed to denote. But in any case, it gave me a 
great deal to think about, and the second of the two instances I have 
quoted will furnish lawyers in the future with plenty of hard nuts to 
crack. 

Be that as it maL the final conclusion emerging from my deliberations 
has been that the word 'social' has become an adjective which robs of its 
clear meanin ev; it' es an orms It lnto a e of 
unlimite sua 1m cations of whi can alwa s be distorted if 
the are unacce table, and the use 0 W , as a gene 
merely to conceal the lack of r agreement 
formula u on which, in a ce, the 
large extent it seems to me t It 15 to 

What is 'SociaJ'?-What Does it Mean? 

u olitical slo ans in a se a table to all tastes that hrases like 
'social mar et economy' an the like owe their existence. When we all 
use a word which aJways confUses and never Ctarifies the issue, which 
pretends to give an answer where no answer exists and, even worse, 
which is so often used as camouflage for aspirations that certainly have 
nothing to do with the common interest, then the time has obviously 
come for a radical operation which will free us from the confusing 
influence of this magical incantation. 

Nothing brings more clearly to light the role played in our thinking by 
our interpretation of the meaning of 'social' than the significant fact that 
in the course of the last few decades the word has, in all languages 
known to me, to an ever increasing degree taken the place of the word 
'moral' or simply 'good'. An interesting light is thrown on the whole 
issue if we ask ourselves what, exactly, does it mean when we speak of 
'social' feeling or conduct, where our grandparents or great-grand
parents would simply have said that a man was a good man or that his 
conduct was ethical? Once upon a time a man was good ifhe obeyed the 
ethical rules, or was a good citizen when he acted faithfully according to 
the laws of his country. What, then, was implied in this new demand, 
which the freshly awakened 'social conscience' made of us and which 
has led to a distinction being drawn between 'mere' morality and a 
'social' sense? 

Primarily, it was doubdess a praiseworthy appeal that we should carry 
our thinking further than we had been in the habit of doing, that in our 
actions and our attitude we should take into consideration the situation 
and the problems of all the members of our society. In order, however, 
fully to understand what was meant by this, we must go back to the 
situation as it was when the 'social question' first became the subject of 
public discussion. This, in the middle of the last century, was, roughly 
speaking, a situation in which both political discussion and the taking of 
political decisions were confined to a small upper class; and there were 
good grounds for reminding this upper class that they were responsible 
for the fate of 'the most numerous and poorest' sections of the com
munity, who themselves had litde or no part in the government of the 
country. It was at that time-when the civilized world had discovered 
that there existed an 'underworld', which it felt itself called upon to 
'raise', if it were not to be engulfed by it, and before the era of modern 
demOcracy and universal suffrage-that 'social' came to assume the 
meanin of the takin care of those who 'were lnca ble of ras 10 

where their own lnterests r--a concept seems somewhat of an 
~achronism in an age when It is the masses who wield political power. 

[z39 ] 



Politics 

Side by side with this challenge to deal with problems of whose 
existence many had until then been. unaware, there was, however, 
another, though kindred, school of thought, which drew a distinction 
between the necessity for 'social' thinking and conduct and the demands 
6fthe traditionally accepted ethical standards. The rules of the latter 
referred to the concrete and recognized situation in which a man found 
himself, and prescribed the things he should in bounden duty do or 
refrain from doing, regardless of the consequences. (A man, for example, 
did not lie or cheat, even though it might be to his or someone else's 
advantage that he should do so.) But the demand for 'social' thinking 
contained also the demand that we should consciously take into con
sideration even the very remote consequences of our actions and should 
order our conduct accordingly. 

In this respect the demand for social conduct differed fundamentally 
from the traditionally accepted tenets of morality and justice, which, on 
principle, expect a man to give due consideration only to those con
sequences of his actions which in normal circumstances would be 
readily apparent to him; from this it easily followed that a man came to 
regard it as desirable that he should be instructed as to what he should or 
could do in any given case by someone endowed with greater knowledge 
and judgment than himself. This whole conception of social conduct is 
most closely linked, therefore, with a desire for a comprehensive blue
print of the social scene as a whole and a code of social conduct based 
upon it in accordance with a uniform and orderly plan. I!Ilplicit in this 
conce tion is also the desire to see all individual activity directed towards 
defined 'social' aims tas su r to e mterests the 
'Community'. These taskS and aims mayor may not be recogniuble to 
die individual, but they will not, in any case, be achieved if the individual, 
even though his actions may consistently be governed by the traditional 
rules of conduct and iustice, devotes his activities solely to the promotion 
of his own aspirations. 

As long as forty years ago, the Cologne sociologist, Leopold von 
Wiese, drew attention to this somewhat peculiar interpretation of the 
social idea. In an essay published in January 19191 he remarked: 'Only 
those who were young menin the "social age" -the decades immediately 
before the war-can appreciate how strong was the inclination to regard 
the social sphere as a substitute for the religious. In those days there 
existed a dramatic manifestation-the social pastors. Even the philo
sophers fell under their spell. One particularly loquacious gentleman 
wrote a voluminous book, entitled The Social QfleS#OIl ill the light o.f 

1 D" LilnraliSIIII4I i" V l1'IfIIII.I1I/IillItIIl ZlIlumjl, Berlin, 1917, p. II S. 
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Philosophy . .•• In the meanwhile, throughout Europe, and particularly 
in Germany, social work had been crowned with a halo. Rationally 
assessed, the relative value of all social policies and charitable activities is 
very considerable; but their limitations must be very clearly recognized. 
To be "social" is not the same as being good or "righteous in the eyes of 
the Lord".' 

That this use of the word 'social' instead of simply saying 'moral' 
constitutes a complete change, indeed, almost a complete reversal, of its 
original meaning becomes apparent only when we go back some two 
hundred years to the era in which the concept of society was first dis
covered~r at any rate first became the subject of scientific discussion
and ask ourselves what, exactly, it was supposed to denote. It was, of 
course, introduced to describe that order of human relationships which 
had developed spontaneously, as distinct from the deliberate organiz
ation of the State. We still use the word in its original sense when we talk 
about 'social forces' or"socia1 structures', such as language and customs, 
or rights that have gradually come to be recognized in contrast to rights 
that have been deliberately granted; and the object thereof was to show 
that these things were not the creations of an individual will, but the un
foreseen results of the haphazard activities of countless individuals and 
generations. The truly social in this sense is, of its very nature, anony
mous, non-rational and not the result of logical reasoning, but the out
come of a supra-individual process of evolution and selection, to which 
the individual, admittedly, makes his contribution, but the component 
parts of which cannot be mastered by anyone single intelligence. 

It came to be realized that there existed forces working quite in
dependently of the aspirations of mankind, and that the combination of 
their activities gave birth to structures which furthered the endeavours 
of the individual, even though they had not been designed for the pur
pose; and it was this realization that led to the introduction of the 
concept of society, as distinct from the deliberately created and directed 
State. 

How quickly the meaning of the word has changed until it has been. 
transformed almost into the very opposite of its original meaning, 
becomes clear when we consider what it denotes in the very frequently 
used phrase, 'the social order'. This phrase can, of course, be used 
exclusively in the sense of something created spontaneously by society 
itself. Mostly, however, the word 'social' in this connection denotes 
nothing more than something or other connected with the community, if 
not, indeed, primarily the only sort of order which so many people are 
capable of envisaging, namely, a social structure which has been forcibly 
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imposed, as it were, on the community from without. How few there arC( 

today who understand Ortega y Gasset's dictum that 'order is not a 

pressure imposed upon society from without, but an equilibrium which 

is set up from within'. 
If we are content to designate as social not only those co-ordinating 

forces which come into being as the result of the independent activities 

of the individual in the community, but also everything else which has in 

any way anything to do with the community, then the whole essential 

difference becomes completely obliterated. There then remains little or 

nothing in life which is not 'social' in one sense or another, and the word 

becomes, to all practical intents, meaningless. It is therefore high time 

that these various meanings were sorted out. Let us for the moment 

adhere to the meaning 'peculiar to society' or 'arising out of a specifically 

social process' -the sense in which we use it when speaking of social 

structures and social forces. This is a sense in which we have urgent need 

of the word, and the true sense, which I should like to see reserved for it. 

It is obviously quite different from the sense in which we use it in such 

phrases as 'social awareness', 'social conscience', 'social responsibility', 

'social activities', 'social welfare', 'social policy', 'social legislation' or 

'social justice', or from the other sense implicit in the terms 'social 

insurance', 'social rights' or 'social control'. One of the most astonishing, 

albeit most familiar, combinations of this kind is 'social democracy'-I 

should very much like to know what aims of a democracy can be said to 

be not social, and why! That, however, is by the way. 

The really important point is, that all these combinations have but 

little to do with the specific character of social forces, and that, in 

particular, the difference between that which has developed spon

taneously and that which has been deliberately organized by the State 

has completely disappeared. In so far as 'social' is not taken to mean 

merely 'communal', the word, obviously, should mean either 'in the 

interest of society' or 'in accordance with the will of society', i.e., of the 

majority, or sometimes perhaps 'an obligation on society' as such, vis-a

vis the relatively less fortunate minority. I do not propose here to discuss 

the question why the rather indefinite word 'society' should be preferred 

to such precise and concrete terms as 'the people', 'the nation' or 'the 

citizens of a State', although it is these latter that are meant. ']:'he im-

rtant thin to is that in all these uses the word 'social' n 
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t2,. the accomplishment of these tasks. 'Society' thus assumes a dual per

sonality: it is firsdy a thinking, collective entity with aspirations of its own 

that are different from those of the individuals of whom it is composed; 

and secondly, by identifying it with them, it becomes the personification 

of the views held on these social aspirations by certain individuals who 

claim to be endowed with a more profound insight or to possess a 

stronger sense of moral values. Frequendy enough a speaker will claim 

that his own views and aspirations are 'social', while those of his 

opponent are brushed aside as 'anti-social'. There is, I think, no need for 

me further to emphasize that, when 'social' is used in the sense of , serving 

the interests of society', it certainly raises a problem, but provides no 

solution. It concedes precedence to certain values to which society 

should adhere, but it does not desqibe them. Were the word stricdy 

used in this sense, there would, I think, be but little objection. In point of 

fact, however, not only does it compete in many ways with existing 

ethical values, but it has also undermined their prestige and influence. 

Indeed, I am coming more and more to the belief that the substitution of 

this rubber word, 'social', to denote values we have always described as 

'moral', may well be one of the main causes of the general degeneration 

of moral sense in the world. 

The first great difference, at which I have already hinted, stems from 

the fact that the tenets of ethical behaviour consist of abstract, general 

rules which we are called upon to obey, regardless of what the con

sequences may be and very often without our even knowing why it is 

desirable that we should act in one particular way and in no other. These 

rules have never been invented, and no one, so far, has ever succeeded in 

producing a rational foundation of the whole of the existing system of 

ethical behaviour. As I see them, these rules are genuine social growths, 

the results of a process of evolution and selection, the distilled 

essence of e:r:periences of which we ourselves have no knowledge. They 

have acquired general authority because the groups in which they held 

sway have proved themselves to be more effective than other groups. 

Their claim to be observed is not based llpon the fact that the individual 

is aware of the consequences of disregarding them, but they exemplify a 

recognition of the fundamental fact that the majority of these concrete 

consequences are beyond our ken and that our actions will not lead to 

constant conflict with our fellow men only when they are guided by rules 

which pay due regard to the circumstances under which we commij 

them. But it is against the very nature of all these rules of ethical 

behaviour and justice that this bogus" rationalism to which the concept 

of 'social interest' owes its origin, transgresses. Rationalism refuses to be 
[z43] ... 
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guided by anything it does not completely understand; it reserves to 
itself the right to decide what is desirable in each individual case, because 
it claims to be fully aware of all possible consequences; it refuses to obey 
any rules, but insists on pursuing definite, concrete aims. But by so doing, 
it transgresses against every fundamental principle of ethical behaviour, 
for agreement regarding the importance of any aspiration is only 
possible if it is reached in unison and in accordance with accepted general 
rules which themselves are impervious to rationalization. Thus, by 
undermining respect for rules and 'plain' ethical behaviour, this demand 
for 'social behaviour' is destroying the foundations on which it is itself 
built. 

This dependence of the conception of what is 'social' on ethical rules 
which are not ~licidy stated or simply disregarded is shown most 
clearly by the fact that it leads to an extension of the concept of justice to 
fields to which it is not applicable.· The demand for a just or more equal 
distribution of the world's goods has today become one of the primary 
'social' demands. The application of the concept of justice to dis
tribution requires, however, reward according to merit or desert, and 
merit cannot be measured by achievement but only by the extent to 
which known rules of ethics have been observed. Reward according to 
merit thus presupposes that we know all the circumstances which led to a 
particular performance. But in a free society we allow the individual to 
decide himself about his actions because we do not know those very 
circumstances which determine how meritorious his achievement is. It 
is therefore necessary in a free society to reward the individuals according 
to the value of the services actually rendered to their fellows, a value 
which has often litde relation to the subjective merit they have earned in 
rendering them. The concept of justice has application only in so 
far as all will be equally rewarded according to the value of the 
objective results of their efforts and not according to someone's judg
ment of the merit they have thereby acquired. The demand for the latter, 
for a reward according to merit, is a demand which cannot be met in a 
free society, because we cannot know or isolate all the circumstances 
which determine merit. The attempt at a partial application of the 
principle of reward according to merit can, however, lead only to general 
injustice, because it would mean that different people were rewarded 

SI The extent to which the misuse of the word 'social' hu been pushed in this connection 
seems at last to have provoked protests in other quarteIII; and it was with great satiafaction 
that, shortly after delivering this lecture, I read in a book review by Cbarlea Cunan in TIN 
S/JIdIIItI' of July 6, 19S5 (p. S) the sentence: 'Social Justice is a semantic: mud from the 
same stable as People', Demoaac:y.' 
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according to different principles. Such abuse of the concept of justice 
must ultimately lead to a destruction of the sense of justice. 

In reality, things in this connection are even worse. Since in questions 
of distribution there exists no yardstick of justice, other and less noble 
feelings inevitably and unexpectedly insinuate themselves when 
decisions come to be taken. That the social concept in this context is only 
too frequendy used as a cloak for envy, that a sentiment which John 
Stuart Mill has righdy described as the most anti-social of all passions,3 

should be able to make its appearance, decked in the beautifying form of 
an ethical demand, is one of the worst consequences for which we have 
to thank the unthinking use of the word 'social'. 

The third point in which the predominance of the idea of the 'social' 
has had an anti-ethical effect is the destruction of the feeling of 
personal responsibility to which it has led. Originally, the appeal to the 
social sense was expected to lead to a more widely spread acceptance of 
personal responsibility. But the confusion that arose between the further 
aims to which the individual man should aspire, between the taking
into-consideration of social repercussions and social-in the sense of 
collective-behaviour, and between the moral obligations of the in
dividual to the community and his claims upon it, has gradually under
mined that sense of personal responsibility which is the foundation of all 
ethics. To this, all kinds of intellectual movements have made their 
contributions, into which I cannot go in any detail, but which, like 
'social psychology', in most cases sail under the 'social' flag. Indeed, 
there seems to me to be very little doubt that this whole process which 
has thoroughly confused the issue as regards personal responsibility, 
absolving the individual on the one hand of all responsibility as regards 
his immediate environment and, on the other hand, placing upon him 
vague and undefined responsibilities for things that are not clearly 
apparent, has, by and large, led to a marked diminution of man's sense 
of personal responsibility. Without placing upon the individual any new 
and clear obligations which he has to fulfil by his own personal en
deavours, it has expunged the boundaries of all responsibility and has 
become a standing invitation to make further demands or to do good 
at the expense of others. 

Fourthly, with their emphasis on concrete aims and on the claims of 
expediency, these 'social movements' have hindered more than they 
have promoted the very essential emergence of genuine principles of 
political ethics. All ethics and justice are based, surely, on the application 
of general, abstract principles to concrete cases; and the dictum that the 

a John Stuart Mill, 0" LiIHrl.1, IS'9 (p. 10). 
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end justifies the means has for a long time been jusdy regarded as a nega
tion of all that is ethical. It is. however. just this that is, in fact, very often 
meant by the plea, so frequendy heard nowadays, that due consideration 
must be given to 'the social aspect'. As regards the genuine products of 
social evolution, such as justice and ethics. it is claimed on behalf of the 
social will of the moment that it is justified in neglecting those principles 
in f~vour of its own immediate aims. 

I have, unfortunately, insufficient space to go in any detail into the 
reasons why the rules of political ethics, like all other rules of ethics. are. 
of their nature, long-term principles, and for that reason must not be 
judged on the evidence of their dfect upon an individual case. More 
important from our point of view is the fact that it is only as the result of 
a long and unfettered process of evolution that these rules are able to 
come into being and to acquire authority. Only when adherence to a 
principle comes, as a matter of course, to be regarded as more important 
than success in any individual case, and only when we acknowledge that 
the use of compulsion is justifiable solely when it is applied in accordance 
with general principles, and never when it is used as an expedient in the 
pursuit of a concrete aim, can we hope that a general principle of political 
ethics will gmdually come to be accepted by all. Any 'social' code 
of ethics must be based upon rules which are binding on the collective 
behaviour of society, and to me it seems that we are further from a 
recognition of this fact today than we were in the past. 

For there certainly was a time when a conscious sense of what was just 
and right imposed ethical limits on the use of compulsion by society for 
its own ends. The ideal of the freedom of the individual was one, and. 
indeed, the most important, of these ethical rules of political behaviour 
which, at one time, enjoyed universal recognition. But it is just this ideal 
that those who march under the 'social' standard have been attacking 
with ever increasing vehemence. The ideals of freedom and independ
ence, of being answerable to one's own conscience and of respect for the 
individual, have all gone by the board under the dominant pressure of 
the conception of the 'social'. But in reality, it is the nurturing of the 
spontaneous forces of freedom that truly constitutes a service to society 
-to that which has grown, as distinct from that which has been 
deliberately created-and to the further strengthening of the creative 
forces of the social process. What we have experienced under the banner 
of the social concept has been a metamorphosis from service 10 society 
to a demand for an absolute control of society, from a demand for the 
subordination of the State to the free forces of society to a demand 
for the subordination of society to the State. If the human intellect is 
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allowed to impose a preconceived pattern on society. if our powers of 
reasoning are allowed to lay claim to a monopoly of creative effort (and 
hence to recognition only of premeditated results). then we must not be 
surprised if society, as such, ceases to function as a creative force. And in particular we must not be surprised if, from a policy based upon the ideal 
of material equality, there emerges a mass society. admittedly more 
thoroughly organized, but devoid of any spontaneous articulation. True 
service to the social concept is not rendered by the imposition of 
absolute authority or leadership, nor does it even consist of common 
endeavour towards a common aim, but rather of the contribution that 
each and every one of us makes to a process which is greater than any 
one of us, from which there constandyemerges something new, some
thing unforeseen, and which can Bourish only in freedom. In the last 
resort we find ourselves constrained to repudiate the ideal of the social 
concept because it has become the ideal of those who, on principle, deny 
the existence of a true society and whose longing is for the artificially 
constructed and the rationally controlled. In this context. it seems to 
me that a great deal of what today professes to be social is. in the deeper 
and truer sense of the word, thoroughly and completely anti-social. 
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CHAPTER EIGHTEEN 

The Economy, Science, and 
Politics * 

I 
The assumption of new duties and the entry into a new sphere of 
activities are for the academic teacher a salutary occasion for giving an 
account of the aims ofhis efforts. This is even more true when, after long 
years of study in various parts of the world which were devoted more to 
research than to teaching, he speaks for his first time from the place at 
which he hopes during the remainder of his active life to pass on the 
fruits ofhis experience. I do not know to what good star I owe it that for the third time in the 
course of one life that faculty has honoured me with the offer of a chair 
which I would have chosen if an absolutely free choice in such things 
were possible. Not only is the move to this place in the heart of Europe, 
exactly half-way between Vienna and London, the two places which 
have shaped me intellectually, and in addition in VorJer-Osterrlkh, l after 
a dozen years in the New World. for me something like coming home
even though my acquaintance with Freiburg counts only in days. I also 
value particularly the opportunity to teach again in a faculty of law, in the 
atmosphere to which I owe my own schooling. After one has en
deavoured for thirty years to teach economics to students possessing no 
knowledge of law or the history of legal institutions, one is sometimes 
* Inauguul lecture delivered ("m GemIan) at the asswnption of the professorship of 

Political Ec:onomyat theUniveraity ofFreiburg i.B., June 18,196:, and published under 

the title. WirlHbafI. WismudJ4111111l PoliliJf, Freiburg i.B., 196~. Footnotes have been added 

to the ttaoaJation. 
1 Hither-Austria: The Btcisgau in which Freiburg is situated and some connected terri

tories used to be called VorW-Ottlrrfi,b during the centuries when they were part of the 

domain of the Hababutgs. 
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tempted to ask whether the separation of legal and economic studies was 
not perhaps, after all, a mistake. For my own person, although I have 
retained little knowledge of positive law, I have at any rate always been 
grateful that when I commenced the study of economics, this was 
possible only as part of the study of law. 

Special mention is due to the personal contacts with professional 
colleagues which have for decades provided for me a connection with 
this university. Unfortunately these ties have been severed by the pre
mature death of those contemporaries to whom community of con
victions had drawn me. With Adolf Lampe and with my predecessor in 
this chair, Alfons Schmitt, whom I unfortunately never met in person, I 
have long been connected by common interests which occasionally had 
led to an exchange of views by correspondence. With Leonhard Miksch I 
shared in addition common efforts for the elaboration of an economic 
philosophy for a free society. By far the most important for me was, 
however, the friendship of many years' standing, based on the closest 

. agreement on scientific as well as on political questions, with the un
forgettable Walter Eucken. During the last four years of his life this 
friendship had led to close collaboration; and I would like to use this 
opportunity to tell you of the extraordinary reputation which Eucken 
had gained in the world during this period. 

More than fifteen years ago-less than two years after the end of the 
war-I had undertaken to call an international conference of some 
economists, lawyers and historians of the Western world who were 
passionately concerned about the preservation of personal freedom. The 
conference was held in Switzerland and it was at that time not only still 
incredibly difficult to make it possible for a German to enter Switzerland, 
but also the problem of a meeting between scholars from what so recendy 
had been enemy camps was at that time, curious as this fortunately 
sounds fifteen years later, a cause of some apprehension and hesitation. 
My friends and I had initially hoped to get the historian, Franz Schnabel, 
and Walter Eucken to Switzerland, but we succeeded in overcoming all 
the technical difficulties only with regard to Eucken, who, in con
sequence, was the only participant from Germany at the conference on 
Mont PeJ.erin. This made it the more significant that he became the great 
personal success of the conference and that his moral stature made the 
most profound impression on all participants. He has thereby con
tributed much to restore in the West the belief in the existence of liberal 
thinkers in Germany, and he has further strengthened this impression 
at a further conference of the Mont PeIerin Society and on a visit tp 
London in ~9'o from which he was not to return .. 
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You know better than I what Eucken has achieved in Germany. I need 
therefore not explain further what it means ifl say here today that I shall 
regard it as one of my chief tasks to resume and continue the tradition 
which Eucken and his friends have created at Freiburg and in Germany. 
It is a tradition of the greatest scientific integrity and at the same time of 
ou~kCfi conviction on the great issues of public life. The extent to 
wh1and the conditions undcrwb1CbO these two aims can be combined 
in the academic work of an economist will be the main subject of my 
further observations. 

IT 

In spite of the fact that at least the first half of my career as an economist 
has been wholly devoted to pure theory, and because I have since 
devoted much time to subjects entirely outside the field of economicsJ 
do welcome the prospect that my teaching is to concern in future mainly 
problems of economic policy. I am very anxious, however, to state 
clearly and publicly, even before I start on my regular courses, what 
seem to me the aims and the limits of the contributions of science and 
the tasks of academic instruction in the field of economic policy. 

In this I will not dwell longer than necessary on the much discussed 
problem which arises here in the first instance and which I cannot wholly 
pass over even though I have nothing new to say about it: the role of 
value judgments in the social sciences in general and in the discussion of 
questions of economic and social policy in particular. It is now almost 
fifty years since Mu Weber stated the essentials of this issue, and if 
one now re-reads his careful formulations one finds litde that one wishes 
to add. The effects of his admonitions may perhaps sometimes have 
gone too far. But we must not be surprised that at a time when economics 
threatened to degenerate in Germany into a doctrine of social reform, 
and a school of economics could describe itself as the 'ethical school', he 
pushed his argument to a point where it could also have been misunder
stood. This unfortunately has often produced a fear of expressing any 
value judgtJ:lCOts and even to an avoidance of some of the most important 
problems which the economist ought frankly to face in his teaching. 

The general principles which we ought to follow in this respect are 
really very simple-however difficult may often be their application in a 
particular case. It.is of course an elementary duty of intellectual honesl 
to clistin~ clearly between connections of cause and effect on ww 
s "':ence is com ent to ronounce and the desirabili or undesirab ty 
of particular results. .cience as such has 0 course nothing to say on e 
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{elative values of ultimate aims. It is equally obvious that the very 
sd.ection of our robIcms for scientific examination Un lies vaIuarlons. 
an t ther ore e ear separation of scientific knowled~ and 
vaIuations cannot be aChievea by avoidkg all valuations, but only by an 
unmistakable statement of the guiding values. It seems equally in
contestable that the academic teacher should not pretend to be neutral or 
indifferent but should make it easier for his audience to recogni%e the 
dependence of his practical conclusions on value judgment by openly 
stating his personal ideals as such. 

It appears to me today as if, at the time when I was a student and for 
some time thereafter, under the i.ofl.uence of Max Weber's powerful 
argument, we had been more restrained in this respect than was desir
able. When, more than thirty years ago, and somewhat more than a year 
after I had assumed a professorship at the University of London, I gave 
my first inaugural lecture and used the opportunity to explain my general 
economic philosophy, I I still felt gratified when I discovered that the 
students were surprised and disappointed to find that I did not share their 
predominantly socialist views. It is true that my lectures until then had 
been confined to questions of pure theory and that I had had no special 
occasion to deal explicitly with political questions. Today I ask myself 
whether, rather than being proud of my impartiality, I ought not to have 
had a bad conscience when I discovered how successfully I had hidden 
the presuppositions which had guided me at least in the choice of 
problems I thought to be important. 

It was partly that experience which made me desire that on the present 
occasion my inaugural lecture should really be my first lecture to you, 
and made me desire to state in it certain views which will be presupposed 
in much that I shall have to say in the discussion of particular issues. 

Concerning the question of the role of value judgments and the 
appropriateness of taking in academic teaching a position on~politica11y 
contested issues, I want to add two more observations. The first is that I 
believe that if Mu Weber had lived twenty years longer he would 
probably have changed his emphasis a little. When in his day he repre
sented intellectual honesty as the only virtue which the academic 
teacher has to support, it might still have seemed as if this demand had 
nothing to do with politics. We have since learnt that there gig political 
s terns which make Vi diffiCUit even such intellectual hones as 
is a • c condition for all nine science. It is certainly possible to 
preserv;e in onesty in the most difficult conditions. But we are 
not all heroes, and if we value science we must also advocate a s~ 

• 'The Trend ofBconomic Thinking', &...ita, May 1933. 
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order which does not make such intells:ctua1 honesty too difficult. There 
~ to me to exist in this respect a close connection between thei~ 
of science and the i~ of personal1ibettv. 

The second point is that it seems to me a clear duty of the social 
scientist to ask certain questions the mere raising of which will seem to 
imply the taking of a political position. One illustration will suffice to 
$'lain what I have in mind. It is prObabl~cient to mark a scholar ID 
~y CitclCS cas an enemt of the worJ?O'~ s ifk merel!!S~ whether 
It 18 true, as 18 aJiiiost Unlversau bdie~ that the wa e oliCles of the 
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that were the case we could indeed only admit a difference on ultimate 
values which no rational discussion could remove. This, however, seems 
to me by no means to be· the case, and a somewhat more searching 
analysis of the different but usually vague conceptions which the dis
puting parties have of what they call 's~iustice' 4will soon show this. 
In the terminolo current since Aristotle we can ress the difference 
bI sa~ t a ee economr can ways a . eve onfi§o'i11ffiii&.trve justi~ WhilC soetaliSm-and 111 a ~reat .I.!l.-~1!i~~iel@·~"~~i1' s~ace;acmanas diStrl!>utive'tiiiii..Commutative justice means here a reward according to the value which a person's services actually 
have to those of his fellows to whom he renders them, and which finds 
expression in the price the latter are willing to mwJ'his value has. as we . IDJH!: conoeae, no OfWhC2Crconnection with moral merit. It will be the Wnc, irrespective of w: a given performance was in the case of one 
man the result of great effort and painful sacrifice while it is rendered by 
another with playful ease and perhaps even for his own enjoyment, or whether he was able to meet a need at the right moment as a result of 
prudent foresight or. by sheer chance. Co=~e ~tice. takes no 
account of ISI2nal at mRisztm drmWOf ed;: or ioQ3 intentions but soleI of how the results of a man's activities are valued 
b ose 0 e 

e results of such remuneration accor to the value of the product 
must aPJ?CU as 'ghly unjust from the point of VIew 0 stn utlve 
j~ It. will rarely correspond to what we regard as the subiectiv~ 
plCrit of a performance. That the speCulator who by chance has guessed 
correctly may earn a fortune in a few hours while the life-long efforts of 
an inventor who has been anticipated by another by a few days remains 
unremunerated, or that the hard work of the peasant who clings to his 
soil barely brings him enough to keep going, while a man who enjoys 
writing detective stories thereby earns enough to afford a luxurious life, 
will appear ~just to most people. I understand the dissatisfaction pro
duced by the daily observation of such caseS and honour the feelirig 
which calls for distributive justice. If it were a question whether fate or 
s~me omnipotent and omniscient power should reward people according 
to the principles of commutative or according to those of distributive 
justice, we would probably all choose the latter. 

This, however, is not the position in the existing world. In the first 
instance, we cannot assume that if the s stem of remuneration were 

toge er rent, e 111 vi ual men wo s 0 what the~ do now. 
IOdeed we can now leave them to decide for themselves what e want 
t? do becaus~. they bear the as oice and because we remuner-
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ate them not accordin to their effort and the hone of their intentions 
6ut so accor to the value of the results of their activi • Free 
cltoice of DeCU ation and free decision b each of what he wants topro:. 

uce or w t semces e wants to ren er are mecondfitle Witli distrr~ 
blitive 'ustici:.11ilatter 1S a .. uStlcCWiliChremunerateS eacnacoordln-g:"s 
ne diS& es duties whiCh lie owes in the 0 inions of others. It is the 
kind of justice which may and per ps must pr Wl a . tary or 
bureaucratic organization in which each member is judged according to 
the measure in which in the opinion of his superiors he discharges tasks 
set to him; and it can extend no further than the group that acts under 
one authority for the same purposes. It is the justice of a command
socif! or command-econo~: clOd irreconCilable with the freedom of 
~L aecide what he wants L_. 

Itis irreconcilable. moreoyet;, not only with freedom of action but also 
with freedom of opini9n-because it requires that all men are made to 
serve a unitary hierarchy of values. In fact, of course, neither do we agree 
on what represents greater or lesser merit, nor can we objectively ascer
tain the facts on which such a judgment is based. The merit of an action 
is in its nature some~!ubiective and rests in 'Juge mc;asPTe on cit
~tances whiCh 0 y the acting person can know and the importanc~ 
of which difteient people Will assess very differendy. Does it constitute 
greater merit to overcome personat loathing or pain, physical weakness 
or illness? Does it constitute greater merit to have risked one's life or to 
have damaged one's reputation? Individually each of us may have very 
definite answers to such questions, but there is little probability that we 
shall all agree and evidently no possibility to prove to others that our 
opinion is right. This means, however, that for an attempt to remunerate 
men according to ~eir subjective merit it must always be the opinion of a 
few)Vhich must be imposed upon the rest. pistributive justice therefore 
demands not only personal unfreedom but the c;nforccment of an ip
eJijputabie hierarchy of values, in other words. a stricdy totalitarian 

re~·th thi cl· .. . bl· f . er s con USlon 1S lnCVlta e 18 0 course, agaIn, a matter 
which one might discuss at considerable length. But for my present pur
pose the point is solely that it depends only on scientific analysis and not 
on any value judgments. Q.nla:: after we have agreed· what would pe thsr 
consequences of enforcffig cl er kind of justice will the choice betw~ 
t;Pem d~d on valuations. ~ersona11y it seems to me that scarcely anJ.
one who has unCICrStood and admits that distributive . ustice can be 
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of course many people to whom my argument does not appear cogent, 
a'itd with them discussion may be instructive and worthwhile. But if any
&;dy concedes the conclusion and asserts that he still prefers a system 
which real.izes an ideal of distributive justice at the price of personal un
freedom and unlimited authority of a few to a system in which personal 
freedom is combined with merely commutative justice which to him 
may appear as supreme injustice, science indeed has nothing further 
to say. 

In many instances, in fact, after we have brought out the consequences 
of alternative decisions, it will appear not only as very pedantic but 
almost a mockery to add that it is now left to the listener or reader to 
choose. ~y in the first great theoretical work of our science, 
Richard cantillon's Essai SlIT la nablre d1I &01II1II"(e en general, in which 
more than two hundred years ago the distinction was clearly drawn, it is 
sometimes difficult not to feel that the author has no doubt about the 
answer when, for example, he breaks offhis discussion of the population 
problem with the remark that it cannot be the task of science to decide 
whether it is better to have a numerous but poor or a small but rich 
population. But we should probably not be afraid of this sort of pedantry 
which is often resented as a kind of redlltlio ad absurM and does not tend 
to make popular those who employ it. 

IV 

It is necessary now to turn to another limitation of the possibility of a 
scientific justification of particular political measures which is less 
familiar but probably more important. This is a consequence of the 
fundamental difficulty of any complete explanation of highly complex 
phenomena ana not merely of an insUfficient development of 
economic theo,g. Although there are undoubtedly still many o~. 
questions of this theory, it seems to me that it is on the whole in a fairly 
satisfactory state. M 0 inion is that the source of our difficulties lies 
elsewhere than in an insufficiendy advance state of theory w , 
somet1mes fCet, hiS &:en refined to a point where in fact we can no 
lop.ger apply it to the real world... . 

I take it that I need not defend here the view that only the0Pcii can be 
regarded as science in the strict sense. KnOWledge offacts as SU IS not 
science and does not hd us to control or influence the course of thin s. 
But even reti 1ns1g t, even were 1t enables us to understand in a 
large measure why things happen as they ~o, does not always make it 
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possible to predict particular events or to shape things as we desire-if 
we do not also know the particular facts which constitute the data which 
we must insert into the formulae of our theory. This is where the great 
obstacle to a full explanation or to effective control of really complex 
phenomena appears. It seems to me as if in this respect economists 
often forget the limits of their power and give the unjustified im
pression that their advanced theoretical insight enables them in 
concrete instances to predict the particular consequences of given events 
or measures. 

The difficulty I am going to discuss arises not only in economics but 
in all subjects which deal with processes in highly complex structures. 
It exists as much in theoretical biology and psychology as in all the 
social sciences and for this reason deserves somewhat careful con
sideration, particularly as the example of the physical sciences has often 
led to a false approach in those fields. 

All theory consists in the statement of abstract and schematic orders or 
patterns. The kinds of order which are ~tic for different groups 
of phenomena may be relatively simple or relatively complex, by which I 
mean that the characteristic principle which gives the class of phenomena 
their distinct character can be exhibited by models which consist of com
paratively few elements or only by models which consist of com
paratively large numbers of elements. In this sense the phenomena of 
mechanics are comparatively simple-or, rather, we call mechanical 
those processes whose principles can be represented by relatively simple 
models. This does not mean that in particular cases those simple relations 
cannot be combined into extremely complex structures. But the mere 
multiplication of the elements does here not produce something new, 
however difficult may be the application of the simple theory to some of 
those complex structures. 

Because in those fields the theoretical formulae (the description of the 
characteristic kind of order or pattern) are relatively simple, it will as a 
rule also be possible to insert into them all the concrete data which must 
be known to make particular events predictable. For the physicist or 
chemist the theory, the general description of the kind of order, is for this 
reason generally of interest only to the extent that, by the insertion of 
concrete data, he can derive from it specific predictions of individual 
events. And though he has of course also his difficulties in thus applying 
his theory, he will generally assume that the particular data which he has 
to insert into his mathematical formulae can ~ ascertained to any degree 
of exactness required to make precise predictions. To him it often 
appears therefore as incomprehensible that the economist should bother 
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to construct theories which look very much like physical theories and 
may for instance be stated in the form of systems of simultaneous equa
tions, although the latter admits that he can never ascertain all the data 
which he would have to insert into the equations before he can solve 
them. 

It is, however; by no means evident that the prediction (or the ex
planation of the appearance) of an abstract order or pattern of a certain 
kind is useful or interesting only if we can explain also its concrete mani
festation. In the case of simple orders the difference between their 
geneml cbamcter and their particular manifestation is indeed not very 
significant. But the mote complex the order is, and particularly as several 
ordering ~les are superimposed over each other, the more import
ant this dist:io.ction becomes. The prediction merely of the fact that we 
shall find a certain aaangemcnt of elements will often be an interesting, 
and above all a tefutable and therefOte empirical prediction, even if we 
can say little about the particular properties of thos.e elements, their 
magnitude or distance, etc. ijven in the physical sciences there occur 

instances in which our knowl 'ustifies onl the rediction of a 
general arrangcmcnt. ogist, for example, W 0 ows t a 
certain substance will form hexagonal crystals, will often not be in a 
position to predict what the si%e of these crystals will be. But what is 
rather the tion in the h . cal sciences is the rule in the sciences of 

hi hi or structures. We often know enough to deter-
mine the general character of the order which we shall find. Our theo~ 
may even be adequate to derive from it the particular events which will 
occur, provided that we assume that the particular circumstances are 
known. The difliCUl is mete! that these . cular circumstances are 
so 0 that we can never ascertain them alll 

This, I believe, is true 0 a ge part 0 theoretical biology, especially 
of the biological theory of evolution, and certainly of the theoretical 
social sciences. One of the best examples is the systems of equations of 
the mathematical theory of prices. They show in an impressive and on 
the whole probably true manner howthe whole system of prices of goods 
and services is determined by the desires, the resources and the know
ledge of all the individuals and enterprises. B,Yt. as the creators of the 
theo ectl unders e ose of those e uations is not to 
arrive at a numerical determination 0 cl since, as V' re 0 

Pareto put 1t, It would Cabsurd'to assume that we could ever ascertain 
all the particular data. Their se is exclusively to describe the 
general character of the 011 er t Itn • lnce s or er 
imp es e ex1Stence 0 certain relations between the elements, and the 
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ore e up su Ject, however, I want to mention that it seems 
to me that the whole modem development of what is called macro
economic theory is a result of the erroneous belief that theory will be 
useful only if it puts us in a position to predict particular events. As it 
appeared obvious that the data necessary for such a use of macro
economic theory could never be ascertained, it was attempted to over
come this difficulty by so reconstructing theory that the data which had 
to be inserted into its formulae were no longer information about in
dividuals but statistical magnitudes, sums or averages. Most of these 
efforts seem to me to be mistaken. The result is merely that we lose 
insights we can gain into the structure of the relations between men, and 
that, as those statistical magnitudes inform us only about the past and 
provide no justification for the assumption that they will remain 
constant, we still do not achieve successful prediction of particular 
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One of the chief results of the theo of the market econom is thus 

that in certain conditions which cannot er consider here com-
~~tfon prOduces Ni aaalitattoQ:iO amilii:at~~.ie.!iiiri!iln 
theu: totalitr are qot known and ,,?tl9.2t, be ~~'Y!!"!?" ~.l~r!<>n _~ 
aathority. and that therefore .this adaptatton cann....m:J~~JiF~A.~...!~t 
hY.a central direction of all economic activitt.1J:Us means in the first 
instance that. con.tta.ty to a widely held opinion. economic theory has 
much of importance to say about the effectiveness of different kinds of 
economic s terns that is, on the v uestions of the discussion of 
whi sc 0 are sometimes raid use eyare so ose y connected 
with opposing political OPinions' and that jt has comparatively littIs, to 
sa on the concrete effects of . m . iven circumstances. 
We w e general character of the self-regulating forces of e 
economy and the general conditions in which these forces will function 
or not function, but we do not know all the particuJ.af circumstances to 
which they bring about an adaptation. This is impossible because of the 
general interdependence of all parts of the economic process, that is 
because, in order to interfere successfully on any point, we would have 
to know all the details of the whole economy, not only of our own 
country but of the whole world. 

In so far as we want to avail ourselves of the forces of the market-and 
there can probably be no doubt that we must do so if we want even. 
approximately to preserve our standard of life-it would seem that a 
rational economjc poljc¥ should confine itself to creating the conditions 
iil which the market will function as well as possible. but should not 
re d it as its task deliberatel to influence or . de the individual 
~vittes. e task of econOlDlC policy would us appear to the 
creation of a framework within which the individual not only can freely 
decide for himself what he wants to do, but in which also this decision 
based on his particular knowlegde will contribute as much as possible to 
aggregate output. And our evaluation of any particular measure of policy 
will have to depend not so much on its particular results, all of which in 
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most instances we shall in any case not know, but on its being in conform
ity with the whole system (what I believe W. Bucken was the first to 
describe as !ystemgereeht). This also means that we shall often have to act 
in all cases on assumptions which in fact are true only of most but not of 
all instances: a good example of this is the fact that all the exceptions from 
the rule that free international exchange will benefit both partners have 
been discovered by convinced advocates of free trade, which did not pre
vent them from continuing to advocate universal free trade, because they 
also understood that it is hardly ever possible to establish the actual pre
sence of those unusual circumstances which would justify an exception. 
Perhaps even more instructive is the case of the late Professor A. C. 
Pigou, the founder of the theory of welfare economics-who at the end 
of a long life devoted almost entirely to the task of defining the conditions 
in which government interference might be used to improve upon the 
results of the market, had to concede that the practical value of these 
theoretical considerations was somewhat doubtful because we are rarely 
in a position to ascertain whether the particular circumstances to which 
the theory refers exist in fact in any given situation.8 Not because he 
knows so much, but bC:cau$e he knows how much he'" woUld ha 
know 10 order to inte ere successfully. and because he knows that he will 
{fever know all the relevant circumstances. it would seem that the 
economist should refrain from recommending isolated acts of inter
ference even in conditions in which the theory tellS him that they may 
sometimes be beneficial. 
• The recognition of this limitation of our knowledge is important if 

we do not want to become responsible for measures which will do more 
harm than good. The ,eneral conclusion we ought to draw from the 
insight seems to me to that in our evatuatlon of measures of economic 

oli we should allow ourselves to be' their eneral 
er an not ell: effects on certain ons or 

~. That a certain measure assists some y deserving is by itself 
nO sufficient justification of it if we are not prepared generally to recom
mend measures of the kind in question. 

. s attitude is likel to be criticized as a do tic adherence to ri id 
principles. This, owever, 15 a repro w ought not to deter us but 
which we should proudly accept, because principles are the most im
portant contributions we can make to questions of policy. It is no 
accident that in our subject the term 'principles' is so often used in the 
titles of general treatises. ij§FaJJy so far as economic policy is con:
cemed, principles are practically all that we have to contribute. 

3 a. his article on 'Some Aspects of the Welfare State', Diogmu. No. 7. 19H. p. 6. 
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Principles are particularly important, however, when the one political 
aim which we may take for granted is personal freedom. I have attempted 
in a recent work to show that the ultimate reason why personal freedom 
is so important is the unavoidable ignorance of most of the circumstances 
which determine the conduct of all others from which we nevertheless 
constantly benefit. And I have already used the last opportunity I had 
on a visit to Freiburg to explain in a lecture' how greatly this freedom 
must be constantly endangered if in our political decisions we consider 
exclusively their foreseeable effects, because the immediate effects which 
indicate a measure will necessarily be predictable, while the develop
ments which have been prevented by the restriction of freedom will in 
their very nature be unforeseeable. I need not therefore dwell further 
on this point. 

VI 

I wish rather to use the remaining minutes to forestall two possible 
misunderstandings of what I have said so far. The first is that the clear 
position which I feel it is both allProl'riat<c a.gd desirable that an academic 
t~cller should take on certain great principles by no means implies that 
~e ShOUld commit himseIf on particular current issues of politics, and 
still less that he ShoUld tie himself to a politicall'art,x. The latter seems to 
me to be most undesirable and hardly compatible with the duties of an 
academic teacher in the social sciences. I quite understand the urge to 
take a part in the solution of the pressing problems of the public policy 
of the day, and if special circumstances had not prevented me from doing 
so I should probably myself have succumbed to the temptation to devote 
a great part of my energy to such tasks. 

Already in my young days in Austria, however, we used to joke that 
we were better theorists than our colleagues in Germany because we had 
so little inB.uence on practical affairs. I have later observed the same 
difference between the English and the American economists: at least in 
the 1930'S the English economists were undoubtedly the better theoreti
cians and at the same time were much less involved in the conduct of 
current policy. This has somewhat changed since and I am not sure that 
the effect has been altogether beneficial for the state of scientific econ
omics in England. 

If I look back on the last thirty years I become, at any rate, very 
much aware of how much I owe to the fact that during the greater part 

• 'Die Ursachen der standigen Gefahrdung der Freiheit', published in OrJo. Vol. 12. 
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of this time I was a foreigner in the countries in which I worked and for 
this reason felt it inappropriate to pronounce on the political problems 
of the day. If I ha:ve succeeded during this period in building up some
thing like a fairly systematic body of opinion on economic policy this is 
not least due to the circumstance that all this time I had to be content with 
the role of a spectator and had never to ask what was politically possible 
or would assist any group with which I was connected. This will not 
be different in the future. 

The second point on which I want to prevent possible misunderstand
ings is my emphasis on the limitations of our theoretical knowledge.] 
ho~ none of you has intet;gtscted this to meiW that I feel that because the 
utili of theo is so restricted we had better concentrate on facts. This 
was certainly not w meant to convey. Althou it is one of the tasks 
of an asukmic teacher to show how to ascertain and int~ret acts, 
knowled of facts does not make a science ana that know! e offacts 

I 

I 

I 

I 
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in order to arrive at an answer to those questions of principle on which, 
on the one hand, we have most to say, economic theory is, on the other, a 
necessary but not a sufficient equipment. I have said on anter occasion, 
and it seems to me important enough to repeat it here, tha !.e who is 0t 
an-economist cannot be a good economist) Much more thaii in e 
~twal sciences it is true in the sOcial scienc~ that there is hard! a 
conaete ro em which can be e uatel answere on e aslS of a 
s· le s disci line. Not only are political SClence and jurispru
dence, anthropology' and psychology, and of course history, subjects of 
which we all ought to know much more than any man can know. 
Even more do ~ our problems touch on questions of philosophy. It.is 
certainly no atrident that in the country which has so long been leading 
in economics, England, almost all the great economists were also 
philosophers and, at least in the past, all the great philosophers also 
economists. There are indeed among the economists two conspicuous 
exceptions: two of the greatest, David Ricardo and Alfred Marshall. But 
I am not sure that this does not account for certain shortcomings in their 
work. If we leave them aside, however, and mention only the most im
portant names. John Locke, George Berkeley and David Hume, Adam 
Smith and Jeremy Bentham, Samuel Bailey, James and John Stuart Mill, 
William Stanley Jevons, Henry Sidgwick and finally John Neville and 
John Maynard Keynes, such a list will appear to the philosophers as a 
list of important philosophers or logicians, and to the economists as a 
list of leading economists. 

Although the instances of such combinations of philosophy and 
economics which I encountered as a student in German literature5 

might mtber have been a deterrent, I have come to the conclusion that it 
can be very ferti1e.-..and I do not think this belief is merely a result of the 
often noticed propcosity of the old to turn from their special subject to 
philosophy. Most of the problems upon which I have touched today 
raise economic as well as philosophical problems. While it is somewhat 
doubtful whether such a thing as a single theoretical science of society is 
possible, all the sciences of society certainly do raise the same philo
sophical problems-many of them problems which have occupied 
philosophers for two thousand years before they were considered by 
more specia1i1ed disciplines. The problems of the formation of our 
civilization and institutions are closely connected with the problems of 
the development of our mind and its tools. The economist can only gain, 
for instance, if he occasionally looks into the problem of theoretical 

6 &pccially such figures as Othmar Spann, F. van Gottl-Ottlilicnfeld. R. Stolzmann or 
Wernet Sombart. 
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linguistics, and the common problems which he then discovers are in the 
last instance philosophical problems. 

I mention this not only in order to justify the occasional excursions 
into philosophy into which I shall certainly be tempted. I speak. of it also 
because I hope to find again this spirit of general intellectual curiosity 
and spiritual adventure which I remember from my student days in 
Vienna and which, if not unknown, is at least much more rare in 
American universities. However much the masteu of the discip1jne 
must be the chief aim of study. in the social sciences technjca.l oom.peteuce 
in one subject should not be the only purpose. For those who feel that the 
problems in our field are reauy important, thC specialized study ought to 
be the beginning of a struggle for achieving a cdmprehensive philosophy 
of society-a. struggle which will be fruitful only if one's studies have 
opened one's eyes not merely for the problems of one's special discipline. 

It was my wish to talk on these general questions before I commenced 
my regular course of lectures. I am very conscious, however, that such 
a tonfmio foIei publicly made before one has become familiar with 
the peculiar atmosphere of a place incurs certain risks. It is one of the 
lessons I have learnt in moving from country to country that the 
intellectual frontiers on which one has to fight shift in the process. I 
have noticed this for the first time in what was then my special field, the 
theory of industrial fluctuations, when I moved to England. In the 
German discussion I was regarded as a pronounced representative of 
monetary explanations of the trade cycle, and my efforts had indeed been 
directed to emphasizing the role money played in these processes. But in 
England I encountered a much more extreme form of a purely monetary 
explanation which regarded the fluctuations of the general price level as 
the essence of the phenomena. The consequence was that my arguments 
had soon to be directed against the dominant kind of monetary theory of 
the trade cycles and to aim at stressing the importance of the real factors, 
perhaps somewhat to the bewilderment of those who regarded me as a 
typical representative of monetary explanations. 

Something similar happened to me in the philosophical field. At 
Vienna I ·had at least been close to the logical positivism of the Vienna 
circle, even though I could not accept some of the application of their 
views to the social sciences. In England, and still more later in the V.S., I 
found it, however, soon necessary to oppose certain more extreme forms 
of empiricism which I found there to be prevalent. I should not be. 
surprised if longer acquaintance with the present state of thinking in 
Germany should again seem to make it appear that such a change 
of front is indicated. It may well be, for instance, that I shall find that 
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such an emphasis on the importance of theory as I felt today to be 
desirable was not really appropriate. My general impression, however, 
is that American fashions are spreading so rapidly that what I intended to 
say is not altogether out of place. But in case my emphasis should have 
been misplaced, I. wanted in conclusion at least to mention the special 
difficulty which any one encounters who after a long absence returns to 
an environment which was at one time familiar to him. 



CHAPTER NINETEEN 

Full Employment, Planning 
and Inftation* 

I 

In the years that have elapsed since the war, ~ntral planning, 'full 
employment', and inflationary pressure have been the three features 
which have dominated economic policy in the greater part of the world. 
Of these only full employment can be regarded as desirable in itself. 
Central planning, direction, or government controls, however we care to 
call it, is at best a means which must be judged by the results. Infiation, 
even 'repressed inflation', is undoubtedly an evil, though some would 
say a necessary evil if other desirable aims are to be achieved. It)s part of 
the price we pay for ha~mmitted ourselves to a policy of ful1 
employment and central ~ . g. 

The new fact whiCh brought about this situation is not a greater 
desire to avoid unemployment than existed before the war. It is the new 
belief that a hi er level of em 10 t can be rmanend maintained 
by monetyy pressure . wo possi e W1 out It. e pursuit 0 a 
policy based on these beliefs has somewhat unexpectedly shown that 
inflation and government controls are its necessary accompaniments
unexpected not by all, but by probably the majority of those who' 
advocated those policies. 

Full employment policies as now under~~~d are .. ~1:1:~.~~.~<>.~~t 
factor of which the ~cteristic f~~~_()f .c.'l.n!~~~ 
econOmi~n~ are ~ the ci:jquence. Before we can further 
examine manner in w-'ch cen' . pfwning, full employment, and 

* Reprinted from the ItlllUlIII of Pllbr" Affail'l RninP. Melbourne, Vol. IV. 1950. 
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inBation interact, we must become clear about what precisely the full 
employment policies as now practised mean. 

II 

t has come to mean that maximum of employment 
ht about in the ort run y monetary pressure. s 

may not on meamng 0 e eoreti concept, ut it was 
inevitable that it should have come to mean this in practice. Once it was 
admitted that the momentary state of employi'nent should form the 
main guide to monetary policy, it was inevitable that any degree of un
employment which might be removed by monetary pressure should be 
regarded as sufficient justification for applying such pressure. That in 
most situations employment can be temporarily increased by monetary 

. apansion has long been known. If this possibility has not always been 
used, this was because it was thought that by such measures not only 
other dangers were aeated, but that long-term stability of employment 
itself might be endangered by them. ~t is new abou.!'p~~s~~t_be~e~s ~ 
that it is now widely held that so long as monetary expansioll. c:r~~~~ 
a~~ ~t, it is innocuous or atreas'f w.~' .ca?sc: tru2!e 

Yet while in practice full employment policies merely mean that in the 
short run employment is kept somewhat higher than it would otherwise 
~ it is at least doubtful whether over longer periods they will not in fact 
lower the level of employment which can be permanently maintained 
without progressive monetary expansion. These policies are,.~()wc:ver, 
~nstandy represented as if the practica1.E!oblem wCfc: not this, but as if 
the ChOicc were betWeen fUll employment thus defined and the lasting 
mass unemployment of the 1950'S, --_.... . -----

The habit Of • • in terms of an alternative between 'full em 10 -
ment' a state lJl w are unemployed factors of all 
k1ii(JS avanaJ)JC IS pei'liitE me most dirigerOUS legacy whidi we owe to 
~ i1iHUeiiCi Of Jate LOrd Keynes. That so long as a state of 

aemplOJment pieVi1lS, In me sense t6at unused resources of all 
kinds exist, monetary expansion can be only beneficial, few people will 
deny. But such a state of general unemployment is something rather 
exccpt:ional, and it is by no means evident that a policy which will be 
beneficial in such a state will also always and neccssarily be so in the kind 
of intermediate position in which an economic system finds itself most 
of the time, w~~_si~CIUlt unemployment is ~onfined to ce~ 
indus1:!ies, occupations or l~ties. 
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Of a system in a state of general unemployment it is roughly true that 
employment will fluctuate in proportion with money income, and that if 
we succeed in increasing money income we shall also in the same pro
portion increase employment. But it is just not true that all unemploy
J:Ue!lt is in this manner due to an insufficiency of aggregate demand and 
can be lastingly curea by 11lcrew.ng demand. The causal connection 
between income and employment is not a.sim.ph~.:w:ay .conncct1Q.n SQ 
that by raising income by a certain ~tiQ_'W.e_C3tI..al~y-s.~_~l'lo~t 
9Y the same ratio. It is all too naive a way of thinking to believe that, 
since, if all workmen were employed at current wages, total income 
would reach such and such a figure, therefore, if we can bring income to 
that figure, we shall also necessarily have full employment. Where un
~ployment is not evenly Wead. there is no certainty that additional 

. . ere it will create additional em 10 t. At least 
the amount of extra expenditure which wo ve to be incurred before 
the demand for the kind of services is raised which the unemployed 
offer may have to· be of such a magnitude as to produce major in
flationary effects before it substantially increases employment • ., 

1£ expenditure is distributed between industries and occupations in a 
proportion different from that in which labour is distributed. a mere 
increase in expenditure need not increase employment. Unemployment 
can evidendy be the consequence of the fact that the distribution of 
labour is different from the distribution of demand. W this case the low 
a e te mone income woUld hive to be considered as a conse uence 
rather than as a cause 0 unemp oyment. ven though, uring the 
process of increasing incomes. enough expenditure may 'spill over' into. 
the depressed sectors temporarily there to cure unemployment, as soon 
as the expansion comes to an end the discrepancy between the dis
tribution of demand and the distribution of supply will again show 
itself. we.ere the cause of unemployment and of low a~te incomg 
is such a diScrepanCVt onty a re-anocation of labour can st11lg1y solve 
the problem in a free economy. . 

ill 

This raises one of the most crucial and most difficult problems in the 
whole field: is an inappropriate distribution of labour more likely to be 
corrected under more or less stable or under expanding monetary con
ditions? This involves in fact two separate problems: the first is whether 
demand conditions during a process of expansion are such that, if the 
distribution of labour adjusted itself to the then existing distribution of 
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demand, this would create employment which would continue after 
expaosionhas stopped; the second problem is whether the distribution 
of labour is mol'C likely to adapt itself prompdy to any given distribution 
of demand under stable or under expansionary monetary conditions, or, 
in otherwotds, whether labour is more mobile under expanding or unde'i 
stable monetary cOnditions. . 

The answer to the first of these questions is fairly clear. During a 
process of expansion the di1'Cction of demand is to some extent neces
sarily d.iKcreIlt from what it will be after expansion has stopped. Labour 
will be attmcted to the particular occupations on which the extra 
expenditure is made in the first instance. So long as expansion lasts, 
demand. will always run a step ahead of the consequential increases 
of demand elsewhe1'C. And in so far as this temporary stimulus to 
demand in particular sectors leads to a movement of labour, it may well 
become the cause of unemployment as soon as the expansion comes to 
an end. 

Some people may feel doubt about the importance of this pheno
menon. To the 1'CSent writer it seems the main cause of the recurrent 
waves of ~lo~t. t unng every m peno a ~eater Ety 0 ~ors prOduction is drawn into the ~itaI go s in
ustiieitlWi can be pennanendyemployed there, andt as a resUlt we 

hI:vc notmaliy a greater proportion of our l'CSOurces speCia1iZed in the 
oduction of ca ital oods than corres rutS to the swe of 11lcome 
'cb, un er emloymenl will sav; an~v :ltor ~vest-

seemstohiiii causeo thecolli whi re fo owea 
a m. y attempt to create full employment by drawing labour into 
OCCUJ?&tions whe1'C they will remain employed only so long as credit 
expansion continues creates the dilemma that either credit expansion 
must be continued indefinitely (which means inflation), or that, when it 
stops, unemployment will be greater than it would be if the temporary 
increase in employment had never taken place. 

If the real cause of unemployment is that the distribution of labour 
does not correspond with the distribution of demand, the only way to 
create stable conditions of high employment which is not dependent on 
continued inflation (or physical controls) is to bring about a distribution 
of labour which matches the manner in which a stable money income will 
be spent. This depends of course not only on whether during the process 
of adaptation the distribution of demand is approximately what it will 
remain, but also on whether conditions in general are conducive to easy 
and rapid movements of labour. 
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IV 
This leads to the second and more difficult part of our question to 

which, perhaps, no certain answer can be given, though the probability 
seems to us to point clearly in one direction. This is the question whether 
workers will on the whole be more willing to move to new occupations 
or new localities when general demand is rising, or whether mobility is 
likely to be greater when total demand is approximately constant. ~ 
main difference between the two caseS is that in the former the induce
ment to move Will be the attraction of a hi er wa elsewhere while in 
the secon case It. . be inability to earn accustom wages or to find any employment Ul t'he former occupation which will exercise a 
piiSli. The tormer method is, of course, the more pleasant, and It IS 
usually also represented as the more effective. It is this latter belief which 
I am inclined to question. 

That the same wage differentials which in the long run would attract 
the necessary greater number of new recruits to one industry rather than 
another will not suffice to tempt workers already established in the 
latter to move is in itself not surprising. As a rule the movement from 
job to job involves expenditure and sacrifices which may not be justified 
bya mere increase in wages. So long as the worker can count on hisaccus
tQ..med money war in his currenJdob, he Will be understandably reluctant to move. ~ven if, as woUld inevitable under an expansionist 
policy whiCh aimed at bringing about the adjustment entirely by raising 
some wages without allowing others to fall, the constant money wages 
meant a lower real wage, the habit of thinking in tenns of money wages 
would deprive such a fall of real wages of most of its effectiveness. It is 
curious that those disciples of Lord Keynes who in other connections 
make such constant use of this consideration regularly fail to see its 
significance in this context. 

To aim at securing to men who in the social interest ought to move 
elsewhere the continued receipt of their former wages can only delay 
movements which ultimately must take place. It should also not be for
gotten that in order to give all the men formerly employed continued 
employment in a relatively declining industry, the general level of wages 
in that industry will have to fall more than would be necessary if some of 
the workers moved away from it. 

What is so difficult here for the layman to understand is that to protect 
the individual against the loss of his job may not be a way to decrease un
employment but may over longer periods rather decrease the number 
which can be employed at given wages. If a policy is pursued over a long 
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period which postpones and delays movements, which keeps people in 
their old jobs who ought to move elsewhere, the result must be that 
what ought to have been a gradual process of change becomes in the 
cnd a problem of the necessity of mass transfers within a short period. 
Continued monetary pressure which has helped people to earn an un
changed money wage in jobs which they ought to have left will have 
created accamulat:ed arrears of necessary changes which, as soon as 
JIlO!ldUY pressure ceases, will have to be O'lade up in a much shorter 
spaCe of time and then result in a period of acute mass unemployment. 
which might have been avoided. 

All this applies not only to those maldistributions of labour which 
arise in the course of ordinary industrial fluctuations, but even more to 
the task of large-scale re-allocations of labour such as arise after a great 
warorasaresultofamajorchangeinthechannelsofintemational trade. 
It seems highly doubtful whether the expansionist policies pursued since 
the war in most countrieshavehelped and not rather hindered t!!at adjust
ment to radically changed conditions of world trade which have become 
necessary. Especially in the case of Great Britain tI;1e low unemployment figures during recent years may be more a sign of a delay in necessary 
change than of true economic balance. 

The great problem in all those instances is whether such a policy, once 
it has been pursued for years, can still be reversed without serious 
political and social disturbances. As a result of these policies, what not 
very long ago might merely have meant a slighdy higher unemployment 
figure, might now, when the employment of large numbers has become 
dependent on the continuation of these policies, be indeed an experiment 
which politically is unbearable. 

V 
Full employment policies, as at present practised, attempt the quick 

and easy way of giving men employment where they happen to be, while 
the real problem is to bring about a distribution of labour which makes 
continuous high employment without artificial stimulus possible. What 
this distribution is we can never know beforehand. The only way to find 
out is to let the unhampered market act under conditions which will 
bring about a stable equilibrium between demand and supply. But the 
very full employment policies make it almost inevitable that we must 
constandy interfere with the free play of the forces of the market and that 
the prices which rule during such an expansionary policy, and to which 
supply will adapt itself, will not represent a lasting condition. These 
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difficulties, as we have seen, arise from the fact that unemployment is 
never evenly spread throughout the economic system, but that, at the 
time when there may still be substantial unemployment in some sectors, 
there may exist acute scarcities in others. The purely fiscal and monetary 
measures on which current full employment policies rely are, however, 
by themselves indiscriminate in their effects on the different parts of the 
economic system. The same monetary pressure which in some parts of 
the system might merely reduce unemployment will in others produce 
definite inflationary effects. If not checked by other measures, such 
monetary pressure might well set up an inflationary spiral of prices and 
wages long before unemployment has disappeared, and-with present 
nation-wide wage bargaining-the rise of wages may threaten the results 
of the full employment policy even before it has been achieved. 

As is regularly the case in such circumstances, the governments will 
then find themselves forced to take measures to counteract the effects of 
their own policy. The effects of the inflation have to be contained or 
'repressed' by direct controls of prices and of quantities produced and 
sold: the rise of prices has to be prevented by imposing maximum prices 
and the resulting scarcities must be met by a system of rationing, 
priorities and allocations. 

The manner in which inflation leads a government into a system of 
overall controls and central planning is by now too well known to need 
elaboration. It is usually a particularly pernicious kind of planning, 
because not thought out beforehand but applied piecemeal as the un
welcome results of inflation manifest themselves. A government which 
uses inflation as an instrument of policy but wants it to produce only the 
desired effects is soon driven to control ever increasing parts of the 
economy. 

VI 

The connection between inflation and controls and central planning is, 
however, not only a one-way connection. That inflation leads to controls 
is nowadays widely seen. But that once an economic system has become 
cluttered up and encumbered with all sorts of controls and restrictions, 
continued inflationary pressure is required to keep it going is not yet 
generally understood but no less important. It is indeed a fact of cmcial 
importance for the understanding of the self-perpetuating and self
accentuating character of the modem tendencies in economic policy. 

Since the measures intended to counteract inflation are designed to 
damp the uplift which the inflationary stimulus would cause, it is 
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inevitable that they should also act as a damper to the spontaneous forces 
of recovery as soon as the inflationary pressure is relaxed. If most of the 
post-war economies do not show a greater resilience and spontaneous 
strength, this is largely due to the fact that they are smothered by 
controls and that, whenever improvement flags, instead of a removal of 
all those hindrances an even stronger dose of inflation is demanded 
which sooner or later leads to further controls. 

This tendency of the existing controls to produce a further demand for 
inflationary pressure is especially important in view of the widely held 
opinion that, if only the inflationary tendencies can be brought under 
control, the restrictive measures will subsequendy prove unnecessary 
and be readily removed. If the connection between inflation and controls 
is a mutual one as here suggested, this view would prove to be erroneous, 
and to act on it would necessarily lead to failure. Unless the controls are 
removed at the same time that expansion is discontinued, the pressure 
for its resumption will probably be irresistible as soon as the deadening 
effect of the controls makes itself felt. 

An economy paralysed by controls needs the extra stimulus of in
flation to keep going at anything near full rate. Where the controls 
deprive the entrepreneur of all scope for initiative, freedom of choice 
and the assumption of responsibility, where the government in effect 
decides what and how much he is to produce, he must at least be assured 
of a certain sale if it is to be worth his while to carry on. It is because 
extensive government controls have almost always been accompanied 
by more or less inflationary conditions that they have not as completely 
paralysed economic activity as seems inevitable to the outside observer 
who learns of the maze of permits and licences through which any 
manufacturer who wants to do anything has to find his way. 

To such an observer it seems at first impossible that an entrepreneur so 
largely deprived of the control of his costs and the nature and the 
quantity of his products should still be willing to run any risks. The 
answer is that he is in fact relieved of the main risk by the creation of 
conditions in which almost anything which can be produced can also be 
sold. The inefficiency of such a 'planned economy' is concealed by the 
effects of inflation. 

But as soon as inflationary pressure disappears, the whole force of all 
these impediments to successful production makes itself felt. The very 
controls which in the first instance were imposed to keep the effects of 
inflation under control make it thus more difficult to stop inflation. If, 
while the controls remain, stable monetary conditions were restored, un
employment would at once reappear. The impression would be created 

[177 ] 



'&ollOl1lks 

that continued expansion is an indispensable condition for maintaining 
a high level of employment, while in fact what is needed is the removal of 
the controls which hamper trade, even if as a result some of the hitherto 
concealed effects of inflation should become apparent. 

vn 
If these considerations are correct, they cannot but make one feel very 

pessimistic about the prospects of a reasonable economic policy being 
adopted in the foreseeable future. In the present state of public opinion 
they are most unlikely to be listened to. The habit of infiation has often 
been compared to the addiction to a stimulating drug. But the position 
of a society which has become addicted to the drug of infiation is even 
worse than that of an individual in the corresponding case. One has to 
conceive of a position in which the administration of, say, morphia to 
sufferers were to be decided under the influence of mass psychology and 
where every demagogue who knows just a little more about these things 
than the crowd would be able to offer an effective means of relieving 
present suffering while the more remote harm his remedy causes is 
understood only by few. 

The rapidity with which the full employment ideology has taken hold 
of the public imagination, the manner in which in the process a subtle 
although probably mistaken theoretical reasoning has been turned 
into a crude dogma, and not least the way in which certain bigots of 
the new doctrine who ought to know better represent the issue as if it 
were a choice between long-lasting mass unemployment and the whole
sale application of their prescriptions, make one sometimes despair 
about one of the gravest issues of our time: the capacity of democratic 
institutions to handle the tremendous powers for good and evil which 
the new instruments of economic policy place in their hands. 

If the outcome of economic policy is not to be altogether different from 
what has been desired, if we are not to be driven from one expedient to 
another, economic policy, more even than any other, must be long
range policy, governed less by the pressing needs of the moment than by 
an understanding of the long-period effects. It was certainly wise that at a 
time when the scope and objectives of monetary policy were much more 
limited, its direction was placed in the hands of bodies not .directly 
subject to political control. It is understandable and perhaps inevitable 
that once the much greater use of these powers is recognized, it should 
become a major political issue. But it must appear more than doubtful 
whether in the nature of democratic institutions it is possible that demo-
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cratic governments will ever learn to exercise that restraint which is the 
essence of economic wisdom of not using palliatives for present evils 
which not only create worse problems later but also constantly restrict 
the freedom of further action. 

\ 
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CHAPTER TWENTY 

Unions, Inflation and Proftts· 

Tendencies are observable in the field of labour economics which most 
seriously threaten our future prosperity. The developments which are 
bringing this about are not of recent date. They extend at least over the 
last twenty-five years. But for most of that time, and particularly during 
the long period of great prosperity through which we have recendy 
passed, it may have seemed as if the United States could take in its stride 
even those new hurdles which only a few alarmists regarded as serious. 
But there are strong reasons for thinking that things will soon be coming 
to a head. It may be that already those new demands of labour which I 
wan! later to examine in some detail will prove to be the critical point. 
Or Walter Reuther may decide that this is not a favourable moment for a 
decisive test of strength and the fatal struggle will be deferred a little 
further. Whichever it will be, I have little doubt that we shall soon have 
to face fundamental issues which we have managed to avoid for so long 
and which have not become easier to solve because the practices and 
institutions which raise them have been allowed to continue for such a 
long time. 

Before turning to the more specific problems which the new union 
de~ds ~aise, I must explain how I see the I?ore general problem of 
policy which the powers of modern labour umons create, and describe 
the character of the particular phase of business fluctuations in which it 
seems those problems will now have to be decided. 

The first of these tasks divides itself into two distinct yet closely 
connected ones: the character which labour organizations have gradually 
assumed, and the new powers they have obtained, not as a result of any-

* Reprinted from TIN PtlblU SIaM ill Union Po_, edited by Philip D. Btadley, New York, 
19S9· 
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thing they can do, but as a result of the new conceptions of the tasks of 
credit and fiscal policy. With regard to the first, though it contains the 
crux of the union problem, I can be very brief. The essential facts are 
here so well known that I need merely mention the chief points. Unions 
hav:e ~ot achie!ed their present magnitude . andpo'\Ver !>Y}!lerely 
a<;hie~g the n~t of association. ':f.hey have bec:~ni~_~hat_~~e 
~gely 10 consC!i;'nce ot the grant. by l~slation and jurisdiction, of 
uni ue rivi!e c:s which no other associations or iiidividuals enjoy. They 
are the one lnStitutlon w. re govemment-sslgnaIly failed in its first 
task, that of prevc:n~ coercion of men by other men--:-and by coercion 
I do not mean pnmaa1y the coeraon of employers but the coercion of 
workers br their fellow workers. It is only beca~se of the coercive 
PQwers umons have been allowed J..o~cise ovc:r those w.illing to work 
at ~ h:J:l5:!OvecI, by th~ uniOtlL~t_tlte.latter has become able to 
~e ____ ~g.9~2.[!lie employer. All this has become possible 
because1iitlie field of labour relations it has come to be accepted belief 
that ~ ends ju~ the means, and that, because of the public approval 
of the almS of umon effort, they ought to be exempted from the ordinary 
rules of law. The whole modem development of unionism has been 
made possible mainly by the fact that public policy was guided by the 
belief that it was in the public interest that labour should be as com
prehensively and completely organized as possible, and that in the 
pursuit of this aim the unions should be as little restricted as possible. 
This is certainly not in the public interest. But all this has been so ad
~bly treated by Professor Sylvester Petro of New York University 
10 his recent book The Labor Po/if] of the Free Society! that I need merely 
refer to that work. 

I. must take a little longer in discussing the particular circumstances 
~hichhave made the pow~ of unions over wages so especially dangerous 
10 the present world. It IS often said that successful Aeneral union 
pressure for !U...g1l~ _~gc:s_.llc:~ssarily produces inflatiOn. ~TIiis Is -n.ot 
co~_ect as a general proposition. It is. however. only too true Wider the 
~~f9.!l.4!t:ip~_under which we now live. Sitlce-it has become the 
generally accepted doctrine that ifistliedutY-o£ the monetary authoriti~s 
to provide enough crediHQ:.~CUre ru.n. ~ployment, whatever the wage 
level, ~d this dU!L has in fact ~_ impo~_c!. upon_tlle. !I':0netary 
authontles b~tatute, th~po~_~rth~.~()n.s to push up money wages 
~ot J~~!C_~o_C:()!lt1nUOUS' progressive inflation. It is the blessing 
that J. M. Keynes has showered on us which we enjoy in this respect. 

We are not concerned here with the niceties of his theory. What we are 
1 New York, 19S7. 
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concerned with is the factual assumption on which his whole argument 
rests: ~t it is easier to cheat workers out of a gain in real wa es b a 
reduction in the ue 0 mone to r uce mone wa es· and 
his contention that this me ought to be employed every time real 
wllges have become too high to allow of 'fUll employment'. Where Lord 
Keynes went wrong was Lithe naive bellefthat workers would let them
selves be deceived by this for any length of time, and that the lowering of 
the purchasing power of wages would not at once produce new demands 
for higher wages-demands which would be even more irresistible 
when it was recognized that they would not be allowed to have any 
effect on employment. 

What we have achieved is a division of responsibilities under which 
one group can enforce a wage level without regard to the effects on 
employment, and another agency is responsible for providing whatever 
amount of money is needed. to secure full employment at that wage level. 
So long as this is the accepted principle, it is true that the monetary 
authorities have no choice but to pursue a policy resulting in con
tinuous inflation, however little they may like it. But the fact that in the 
existing state of opinion they cannot do anything else does not alter the 
fact that, as always, i~ is mon~""p'oli~~a.tlclA()WJng else Which is the cause of inflatiog.-. _. --". 

'---We have behind us the first long period of such cost-push inflation, 
as it has come to be called. It has been one of the longest periods of high 
prosperity on record. But, though the upward trend of wages has not yet 
stopped, the forces which have been making for prosperity have been 
flagging for some time. We have probably reached the point when we 
must reap the inevitable harvest of a period of inflation. Nobody can be 
certain about this. It may well be that another massive dose of inflation 
may once more get us rapidly out of the recession. But that, in my 
opinion, would merely postpone the evil day-and make the ultimate 
result much worse. Inflation-bom ros i has never been and never 
~ be lasting prospegtt. It depends on factors w: ch are nourishe ,not 
simply by inflation, but by an increase in the rate of inflation. And 
though we may have permanent inflation, we clearly cannot for very 
long have inflation at a progressive rate. 

Such inflation-fed prosperity neither comes to an end because final 
demand becomes insufficient to take the whole product off the market, 
nor can be perpetuated by simply keeping final demand at a sufficiently 
high level. The decline always begins, and did begin this time, in !1!e 
field of investment, and It 15 oriIyas a consequence oftbOe aecnne of in
comes in the investment goods industries that final demand is later 
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affected. It is true that this secondary shrinkage in final demand may 
become cumulative and tend to become the controlling factor; it may 
then turn what would otherwise be merely a period of recession and 
readjustment into a major depression. There is, therefore, every reason 
to counteract these tendencies and to prevent them from setting up a 
deflationary spiral. But this does. not mean that by merely maintaining 
final demand at a sufficiently high level we can secure continued full 
employment and avoid the readjustment and incidental unemployment 
made necessary by the transition from inflationary to stable monetary 
conditions. The reason for this is)that investment is not, as is often 
naively belieVC'a, couplea 10 any sunple manner with liiiaI demand i a 
~ven volume of final demand does not alwa s evoke a ro ortional, or 

ps even more than proportional, change in investment in e same 
direction. There are other factors operating within the whole prIce-cost 
structure which determine what rate of investment will be evoked by a 
given level of demand. It is a change in these factors which brings about 
the primary decline in investment and incomes which then produces a 
decline of final demand. 

I cannot here eu.mine this highly complex and very controversial 
mechanism in detail. I will ~e myself to two considerations which 
seem to me to preve that the ~ ominant 'laCk of buying power' theory 
~ression 1S Just W!O£ is the empiriCil fact thit not orily have 

of investment started when final demand and prices are 
rising rapidly, but also that attempts to revive investment by stimu
lating final demand have almost invariably failed. The great depression 
of the 'thirties was indeed the first occasion when, under the influence 
of such Cpurchasing power theories', deliberate efforts were made from 
the very beginning to maintain wages and purchasing power; and we managed to tumitinto the longest and most severe depression on record. 
The second point is that the whole argument on which the purchasing 
power view rests suffers from an inherent contradiction. It proceeds as 
if, even under conditions of full or nearly full employment, an increase 
in the demand for final products would lead to a ~w:itching of resources 
from producing final goods to producing investment goods. Indeed, it 
suggests that if at anyone time the demand for consumers' goods should 
become very urgent, the immediate effect would be that fewer con
sumers' goods and more investment goods would be produced. I 
suppose it means that in the extreme case, because people want more 
consumers' goods very urgently, no consumers' goods and only invest
ment goods would be produced. Qearly there must be a mechanism 
which will bring it about that the opposite happens. But unless we 
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understand that mechanism, we cannot be sure that it may not also 
operate under conditions of less than full employment. We evidendy 
cannot accept the current popular view on these matters, which not 
only offers no answer to that crucial problem, but which, if consistendy 
pursued, leads into absurdities. 

I now come to my main subject. The reason why I have spent so much 
time in diagnosing the economic situation in which the new demands of 
labour are presented is pardy that they are presented both as non
inflationary and as a safeguard against (or a remedy for) depression, but 
mainly because in the present situation the greatest pressure will be 
brought on the employers to avoid a labour dispute, which at this 
juncture may have very serious consequences. But the decisions which 
the corporations facing the new demands will have to make are decisions 
of principle which may have tremendous long-term effects, indeed, may 
do much to shape the future of our society. They should be made entirely 
in consideration of their long-run significance and not be affected by 
the desire to get out of our momentary difficulties. But with the power 
the unions have acquired, the capacity of the corporations to resist any 
harmful demands depends on what support they get from public 
opinion. It is therefore of the greatest importance that we clearly under
stand what these demands really imply, what their satisfaction and the 
general acceptance of the principle underlying them would mean for the 
future character of our economy. 

As will be remembered, Mr. Reuther has presented the demands of the 
United Automobile Workers for 1958 as a 'two-package' programme, 
consisting of a set of 'minimum basic demands which will be common 
for all employers' and of supplementary demands 'in addition to the 
minimum for those corporations or companies in a more favoured 
economic position' --or, in other words, one set of demands applying to 
the automobile industry generally, and further demands directed to the 
Big Three. The first package constitutes in general only 'more of the 
same as before' -although we have been told that it will be the biggest 
wage increase demanded in the history of the automobile industry-and 
I shall consider it only briefly as an illustration of what I have already said 
about the inflationary character of these demands and especially about 
their significance in the present phase of business conditions. It is the 
second package which raises the interesting new problems and, I believe, 
constitutes a real threat to the future of our economy. 

Of the first part of the demands, I want to examine only the claims that 
wage increases proportional to the increase in average output per head of 
the employed are non-inflationary, and that 'increasing mass purchasing 
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power' through wage increases is an effective means of combating 
depression. They are easy to dispose of. Changes in output ~r head a.ss:, 
of course, not the same as chan es in the roductivi of tabour. To see 

y we merely consider an extreme but by no means im-
practic:abJc case, S¥ch as the replacement of present power stations by 
highly automat:i7.ed atomic energy stations. Once one of these modem 
staUOJlS is erec:tcd, a handful of men would appear to be the sole pro
duc:as of a colossal amount of electric energy and their output per head 
may have inaeascd hundreds of times. But that does not mean that the 
productivity of labour in that industry has significandy increased in any 
scose tdevant to our problem, or that in that industry the marginal 
product of a given number of work~ has increased at all. ~~ 
in ave:mge J:dtuctivity of labour in the industry is the result of the in
vestment Iiid in no wa Idlects the value whiCh a man's work 

toltS net. 0 ta1Se wages In proportion t~ e increase in 
average m that industry would raise them to many times 
their margiaal product in other industries of the economy. UJ!less we 
assume that the particular men employed in thatinq\lstry acquire a vested 
_in a share of the product of that investment and ~~ entided tc? earn 
n:c mojC than exactly §!mti!l! IabOur earns C1Sewher~, it ~ .me~ a 
~ rise in mo:;!5es far in excess of what canJ~ep~~ without a 
ii#l rise in mo:.......- incomes. that is. without inflation. 

This does notmcan, of course, that labour may not succeed in pushing 
up moaey wages to that level, but it means that this would be highly 
inftatioaary aDd could not mean a significant increase of the real wages 
for the worken of this kind as a whole. Since the illustration just given 
throws much light ~ ODe of the cmcial aspects of the power of modem 
labour mOnopoly, I Will dwell on it just a litde longer. Where very large 
andtb:2'~tsbavconc:clw:n uwlc!J~is t04aythe owner 
of hm:stmeo.ts who is Ilmost comp~y_ at the mercy of an 
44,s !MOO" Of_ supply of Ia~~ .once such plants have been 
aa.ted, aDd so long as they can be kept going without substantial 
tenewal or re-investment, labour is in a position to appropriate almost 
any share of the returns due to the investment of the capital. The demanc:1 
for a definite share in the increase i!>:~e av.~~ge productivity of la1>qur 
d~tQ. me investment of cae.~#l.~C?\Ults, in fact, to nothing less than an 
a:ttempt !C?._e..xpt.QPti3tsUli~t _capital. There is no reason why a really 
powerful union monopoly should not succeed in this to a large extent 
so far as investments irrevocably committed to a particular purpose are 
concerned. 

This, however, is only a relatively short-run effect and the advantages 
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that labour as a whole can derive from such policies look very different 
when we consider what effects such policies must have on the attractive
ness of new investment once they come to be anticipated. fersonallRI 
am convinced that this ~~9.f!UliQ~_~<?!l<?P~~~,s" ~!_!<>.~r WIth 
contemporary methods of taxation, the chief deterrent to private invest-
ment-in productive e;(\uipment which we haye allo~~~t!~9.~. We 
must not be surprise that private investment dries up as soon as un
certainty about the future increases after we have created a situation in 
which most of the gain of a lar~e, risky ~ successful i!tvestment :oes 
to the unions and the gox~mCiit .. :wSl~iMl.Y. ro~.s.}iij to be hOi11e tLilie 
,investor. Man is so made that in times of great prosperity he still tends to 
forget about these deterrents. But we must not be surprised that as soon 
as prospects darken a little, these reasonable fears revive in full strength 
and we face another apparent 'exhaustion of investment opportunities' 
which is entirely the result of our own follies. 

1his brings me to the second aspect of the general demands of the 
V.A.W.: their significance at a time of threatening depression. It is 
contended that an increase of wages at this juncture will result in an over
all increase in purchasing power and thereby reverse the tendency to
wards a shrinkage of incomes. I do not wish to deny that, at a time when 
there is danger that we may be entering a deflationary spiral, it is desirable 
that aggregate spending power should be prevented from falling 
further. What I question is that raising wages is a sensible or effective 
method of achieving this. What we need in the first instance is not that 
some people should cam. more, but that more peQR1e should c;am an 
income and CUIiil tbit em 10 ent should revive in the ca ital 
goods industriq, There is every likelihood that in the present p of 
business an increase of wages will lead immediately to a decrease of 
employment in the industries concerned-even if it is not achieved 
through a labour dispute and work stoppage which, at present, would 
react even more rapidly on employment. And it seems certain to have 
even more harmful indirect effects on employment in the investment 
industries. I believe that under conditions of more or less full employ
ment an increase of real wages of the final producers may act as an 
incentive to investment-crudely speaking because it induces the pro
ducer to substitute machinery for labour. But this is certainly not true 
in a situation where a large part of the capacity of the existing equipment 
is unused. In such a situation, investment does depend solely on how 
much of the final product can be sold at a profit, and that prospect can 
only be worsened by raising money costs first. 

I must not enlarge any further, however, on the first part of Mr. 
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Reuther's 'packages' since, after all, they do not raise any problems with 
which we have not been long £amjJjar. Even if some of the considerations 
I have mentioned cannot be stated often enough, or emphasized strongly 
enough, there is nothing new in them. 

The interesting part of the proposals is the second 'package', the 
specW discriminatory terms for the more successful enterprises in the 
automobi1c industry. It is not quite easy to say what their aim is or what 
Mr. Reutber eIpCC:ts to ac:b.ieve by them. But it is well worth while to ask 
what the c:onsequena:s would be if they Were successful. 

It will doubt1ess be"temembercd that be£ore the U.A. W. put forward 
this cJemanc1 they hid asked that the Big Three reduce the price of their 
CID by $IOo.Oo:aod promised that if ~ were done, the U.A.W. would 
Dbtbis imo ICICount in formulating their new demands. The fact that 
.. ~ has not been acted upon is now advanced as a justifica
tioabtbc DewcJemands.. I donot believe that that demand for price re
c:lactlca. ought to be taken very seriously, and it is probably more cor
teedy seeD as a public te1ations job-intended to prepare public opinion 
for the demands subsequeo.t1y to be put forward. The union had, in 
&et, used csact1y the same tactics twelve years earlier. But it will help to 
understand the present issue if we examine for a moment the significance 
of that demand. " 
" For the purposes of the argument, let us assume that General Motors 
aod perhaps also the two other big automobile manufacturers could, in 
&et, pto6tably sell their cars at the reduced price, and that perhaps over a 
limitM period this would evco. turn out to their advantage. There seems 
vuy Uttle question but that this would rapidly mean the end of the 
remaining independent producers and leave the Big Three alone in the 
fidd. If that is ~ the first question on which we must form an opinion is 
whytbcydo not goabcadaodreducethcir prices. One obvious answer is, 
of coutse, that such action would probably bring them soon into con
ffict with the anti-trust authorities. We have reached the ridiculous 
~tion where an !t1m)pt to act coP.l~Ve1y ~ j;"y -a particularly 
~ ent organization open to the ~~.~r.. aiming at m<?~<?p~IY:"~Hc:lo not 

know whit advantages Mr. Reuther imaglnes his workers would reap 
from this result, if he really wanted it. I merely mention this to point out 
that it would almost certainly bring about results which are contrary to 
one of the accepted objects of public policy. 

In fact, it seems very doubtful whether the Big Three regard it as really 
in their interest that the independent producers should be eliminated. If 
anyone of them did think it desirable, he could quickly force the others 
into a course of action which would have that result. But it seems to me 
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much more likely that a concern like General Motors, which takes such 
pains to preserve active competition between its divisions, would for the 
same reasons regard it in its long-run interest to preserve the inde
pendent experimentation of the smaller producers • .Mter all, the men 
inside the big corporations probably understand better than many out
side observers that the exceptional efficiency of a particular organization 
is not the necessary result of size, but rather that size is the result of the 
exceptional efficiency of a partimJar otga.@;ation. They doubtless know 
also that such exceptional efficiency does not only not follow automatic
ally from size, or from any device or design which can be established 
once and for all, but only from a constant and ever-renewed effort to do 
better than can be done by any other known method. I feel very strongly 
that in this sphere the simplified schemes which the economic theorist 
legitimately uses as a first approach, which treat costs as a function of 
size and approach the problem in terms of economics of scale, have 
become an obstacle to a realistic understanding of the important factors. 
Many of the individual and unique features of a particular corporation 
which make for its success are of the same character as the similar 
features of an individual person; they exist largely as an intangible 
tradition of an approach to problems, based on a tradition which is 
handed on but ever changing, and which, though it may secure 
superiority for long periods, may be challenged at any time by a new and 
even more effective corporate personality. I must say that if I were 
responsible for the fate of one of these corporations, I would not only 
feel that I was acting in the best interest of the corporation if I sacrificed 
the temporary gain from the control of an even larger share of the market 
in order to preserve the stimulus which has kept the organization on tip
toe so long; I should also feel that, in my efforts to prolong this leader
ship as long as possible, and use for this purpose part of the differential 
profits which this greater efficiency allowed my corporation to earn, I 
was acting in the interest of the community at large. ~Ml~~.g~_of ~ 
~dividual or a corporation whiclL~QLhe . duplicated remains an 
adnnt:agc to society even though nobody ~ ~i~; ~~ ~?ght t01>e"~ 
~ use of, so long as nobody else iS~prevented from bettering the resUlt 
bI Clifferent and even grea~~~vantag~s.. To think of such positi~~jn 
~erms which are appropri~~~~QJJlQnQpolieSt;asea on o'6s~~~to entry 
into anindus~_Iea:I!_!.o_~ altos..e~~~~_~~r.t~~_ap~roach to the problems 
of pollsY. 

It will be useful to remember this when we now tum to the specific 
demand of the automobile workers directed onlv to the three dominant 
corporations. I am not a little pU%Zled to underStand what Mr. Reuther 
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really expects to achieve by them, and from what parts of them he 
expects to derive any real benefit for the employees, and what part has 
been put in rather for its optical effect, that is, to gain the support of 
public opinion. The result of the acceptance of these demands would 
depend on certain decisions on the part of the management of the 
corpoutions. the character of which is by no means obvious. I shall, 
therefore, have to consider the consequences of these demands being 
accepted on the basis of alternative assumptions concerning how the 
corporations respond to the new conditions. 

The 'suppJementary economic demands' directed to the Big Three 
are that ODe half of all profits in excess of 10 per cent on what is called 
'net capital' should be divided equally..between employees and the con
sumen so that one quarter of these cexcess profits' during anyone year 
should be given as a rebate to the buyers of cars, while another quarter 
should be handed over 10 IhllIIIions to do with it as they please. It is this 
last feature which distinguishes the proposal from all other profit
sharing plans and particularly from the profit-sharing plan which was 
01fcred by some automobile manufacturers to the workers and was 
tumcd down by them. It is not a plan to give the individual worker a 
determinable share in the ownership of the enterprise and therefore in its 
profits, but rather a plan to give the union, or the representatives of the 
workers employedio the corporation at a given time, control over, in the 
fiat instance, one quarter of the profits in excess of 10 per cent on net 
capital. 

There are various grounds why the idea seems attractive that the 
workers in a corporation should be given a favoured opportunity to 
invest their savings in the corporation, and there are also good reasons 
why the great hopes which some people have set on such plans have 
scarcely ever been borne out by the result. Though the worker may find 
greater satisfaction in working for a corporation where he has a share in 
the profits, however small, and may take a greater interest in the pros
perity of the corporation, it is also natural that, if he has any savings to 
invest, he will normally prefer not to stake them on the same enterprise 
on the prosperity of which all the rest of his income depends. 

It is, however. an entirely different matter if it is demanded that the 
body of worke:n employed by a firm at any one time, without having 
contributed to its capital, be given a share in the profits. The effect will in 
part depend on how this share is to be distributed among the workers or 
otherwise used for their benefit. On this the proposal, as published, 
leaves us largely in the dark. It merely tells us that the workers of any 
company 'would determine democratically how they chose to allocate 
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the money available from their companies through this supplementary 
package', and adds a list of purposes for which they may be used which 
ends with 'any other purpose which they deem advisable'. I sometimes 
wonder whether this is not the most ominous sentence in the whole 
document, since it leaves open the possibility that the individual worker 
may get little, if anything, for his free disposal, and that the money will 
be used mainly for the collective purposes of the union, i.e., further to 
increase its power. 

So far as the effects on the position of the companies affected are con
cerned, we must distinguish between the short- and the long-run effects. 
In the relatively short run, the companies would have the choice between 
absorbing the loss of net profits and continuing essentially the same price 
policies as before, or at once trying to recoup themselves by an adjust
ment of prices. The former would mean that they would both be in a 
stronger position in the labour market compared with their weaker com
petitors, and would also offer the consumers what amounts to a lower 
price-though how significant the expectation of an uncertain and at 
best small rebate at the end of the year would be in affecting the choice of 
the purchaser seems doubtful. At any rate, so long as they followed this 
policy, the tendency would necessarily be to strengthen their superiority 
over the less successful companies and to increase the likelihood of the 
elimination of the latter. If, on the other hand, the companies concerned 
decided that they could not afford the reduction of profits but that it was 
expedient to raise prices sufficiendy so as to restore them (so far as 
practicable), the car buyers would not only have no advantage at all
they would have to pay more than before, because they would have to 
provide the additional profits which would have to be obtained to 
satisfy the demands of labour. 

In the long run, however, the managements of the corporations 
would have no such choice. Mr. Reuther is here obscuring the main 
issue by calling all profits in excess of 10 per cent on 'net capital' before 
taxation (i.e., 4.8 per cent after taxation) 'excess profits'. I will not 
examine here the difficulties which the vague concept of 'net capital' 
raises in this connection but, for the purposes of the argument, shall 
assume that it can be given a sufficiendy definite meaning. Whatever this 
basis of calculation, it is difficult to see in what sense the profits actually 
earned by the successful industries can be called 'excessive'. It is true they 
are high in comparison with those companies in the industry that are 
struggling for survival, but hardly in any other sense. The commonly 
accepted measures of profitability scarcely suggest that the profits earned 
by the three companies are more than is necessary in such a highly risky 
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field to make the investment of new capital attractive: at the end of last 
year the value of the shares of both Ford and Chrysler was below the 
book ~ue of the assets of these companies, and only the price of 
General Motors shares exceeded the book value of the assets by more 
than the avenge £or all the companies included in the Dow-J ones index 
number of the prices of industrial stocks.' But even if it could be 
seriously maintained that the p£ofits of these companies were in some 

• sense 'exc::essivc' sure! this would onl constitute a case 
more ca i should be invested in the com-

DOt a case or makin investment in them less 
asswmn.g wete any groun on w . ch it could be 

that the big firms in the automobile industry were making 
'moJIopoly profits', this would seem to me the strongest possible case 
against giving the workers a vested interest in the preservation of such 
moDOpOly profits. 

. 'Ibia brings me at last to the general principle involved in those 
demands, the question of what would be the significance for the 
cbancter of our whole economic system if the principle underlying them 
were applied genem11y. This is a question which must be examined with
out any tegatd to the particular figures mentioned in Mr. Reuther's 
-packages'. If it is in any sense right that the employees of a particular 
firm should get onc quarter of the profits in excess of 10 per cent, it 
would scemequally right that next time they should demand one half, or 
that they should claim some even larger percentage of all profits. It is, of 
course, a famiJiar and an only too often successful practice to establish a 
new principle by putting forward at first what may quantitatively seem a 
not veq important demand, and only when the principle has been 
cstabUsbed to push its application further and further. It may be that Mr. 
hutbcr was not veq wise in asking in the first instance as much as one 
quarter of what he calls e.xcas profits. The danger that he would gain his 
pointwould probably be much greater if in the first instance he had asked 
a modest 10 per cent and only after the principle had been established 
had pushed for a higher participation. Perhaps because he has on the first 
occasion asked for as much as he did, the public will be more ready to 
grasp what the establishment of the principle would mean. 

The recognition of the ggh~_ of !he ~ork~ of a firm, qUIZ worker .. JO 
participate in a share of the profits, irrespective of any contribution he 
has maoe to its capitaI> es~~!!~~ liim as a part OWtlcr ofthls firm. In this 

I See the Statement by Theodote O. Yntema, Vic:e-President-Finance, Ford Motor 
Company, before the Subcommittee on Anti-trust and Monopoly of the Committee on the 
Judiciary, United States Senate, Washington D.C., February 4-S , 19S8. 
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sense the demand is, of course, purely socialistic and, what is more, not 
based on any socialist theory of the more sophisticated and rational kind, . 
but on the crudest type of socialism, commonly known as syndicalism. 
It is the form in which socialist demands usually first appear but which, 
because of their absurd consequences, have been abandoned by all of the 
theorists of socialism. It is at least possible to put up a rational argument 
in favour of nationalizing all industrial capital (though I believe it can be 
demonstrated-and is confirmed by all expenence-that the con
sequences of such a policy would be disastrous). But it is not even 
possible to construct a: rational argument in support of the contention 
that the workers employed at anyone time in a firm or industry should 
collectively own the equipment of that industry. Any attempt to think 
through the consequences of such an arrangement soon shows that it is 
utterly incompatible with any rational use of the resources of society, 
and would soon lead to complete disorganization of the economic 
syStem. The final outcome would, no doubt, merely be that some new 
closed group of established workers would entrench themselves as the 
new proprietors and endeavour to get out of the seized property as much 
for their benefit as they could. The expropriation of one group of 
capitalists would have been achieved, but only to give some other group 
an equally exclusive (and probably equally temporary) right to the 
particular assets. 

This is not the proper place to demonstrate the unworkability of a 
syndicalist system, nor should it be necessary once more to attempt to do 
so. What needs to be brought out is that the fulfilment of Mr. Reuther's 
demand would be a step towards syndicalism and that, once the first step 
was taken, it is difficult to see how further demands in the same direction 
could be resisted. If the U.A.W. have now the power to appropriate part 
of the capital of some of the biggest enterprises in the country, there is no 
reason why the same power should not next time be used to appropriate 
more and in the end all of it, and why the same should not happen in 
other industries. Nothing, indeed, brings home more vividly the dangers 
of the situation we have allowed to grow up over the last twenty-five 
years than the fact that it is necessary to examine such demands seriously 
and to explain at length why they must on no account be accepted if we 
are to preserve the fundamental character of our economy. I hope it is 
owing to the fact that most people believe that these demands will not be 
pressed seriously and that, at least this time, they have been put forward 
as a bargaining manreuvre, that they have not caused more COncem. But 
I fear that it may be more owing to the fact that the public have not yet 
realized that much more is at stake than the prosperity of three big 
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corporations. What will be tested when these demands are seriously put 
forward is the crucial issue of how far the organized groups of industrial 
workers are to be allowed to use the coercive power they have acquired 
to force on the rest of this country a change in the basic institutions on 
which our social and economic system rests. This is no longer a situation 
where we can afford the detached view which assumes that in a conflict of 
interests there is always something to be said for both sides and a com
promise to be desired. It is a si~tion in which even the fear of the grave 
consequences which at this juncture a prolonged labour dispute and 
perhaps a long stoppage of production might have must not be allowed 
to influence our position. It is, it seems to me, a moment at which all who 
desire the preservation of the market system based on free enterprise 
must unambiguously desire and support an outright rejection of these 
demands without flinching at the short-run consequences this may 
produce. 

Many people probably still feel that the great automobile manu
facturers are able to take care of themselves and that we need not concem 
ourselves about their problems. This is scarcely any longer true. The fact 
is that we have permitted a situation to develop in which the unions have 
grown so powerful, and at the same time the employers have been 
deprived of any effective defence, that there must be grave doubt about 
the outcome if Mr. Reuther, according to his favourite practice, singles 
out one of the Big Three for attack. We have reached a point when the 
question of how we can still enable one such corporation effectively to 
resist demands which, if satisfied, would place us straight on the road to 
syndicalism must be a major public concern. Mr. Reuther may, indeed, be 
in a position to bring most severe pressure, not only on that corporation 
but on the public at large, because it may depend on him whether the 
present decline is tumed into a major depression. It should be clearly 
recogniud that the responsibility is entirely his and that no threat will 
frighten the public into a compromise which in the long run could be 
even more fatal. It seems to me that in this situation the economist must 
not shirk this duty of speaking plainly. This is not a pleasant task for one 
who as a scientist must aim at being impartial and whose inclination is 
either not to take sides in a particular dispute of interests or, if he has to, 
to favour the side on which are the relatively poorer. I have to admit that 
I have my doubts whether the predomina,ntconc:c:!Il of so many econo
~ts with what they regard as justice in the parti~a.!_ca~~~ther ~ 
with the consequences ofa mC3lilltC for.thesttucturc_of society in general 
has on the whole been ben..d.iqal. But I am quite sure that the present 
issue has nothing at an to do with questions of justice between the partic-

[293 ] 



&onomics 

ular parties involved but raises a question of principle which should be 
decided in the light of the consequences which its general adoption 
would have for our society. If this means that the economist, whose 
~ef dJlIlit is to think through and_~!~j_fl.~}~llg~~ consequences, 
h.ii to ta what illaibe the unpo~~~~ly!he~ia.e ~Pi~is 
l~ke1y to be unpopular among the general ~~~ in!~~()uwh!ch 
he belongs, I feel it becQPlCS even.m.Qtc .. hi§"Q.utr.to_ ~osounreserved1y 
and unequivocally. Perhaps I may conclude with the words of one of the 
wisest and most detached of economists, which have been quoted before 
at the head of a well-known essay called 'Reflections on Syndicalism' and 
which is now proving to have been dreadfully prophetic. The passage by 
Alfred Marshall which Henry Simons quoted at the head of that essay 
runs as follows: 'Students of social science must fear popular approval; 
evil is with them when all men speak well of them. If there is any set of 
opinions by the advocacy of which a newspaper can increase its sales, the 
student, who wishes to leave the world in general and his country in 
particular better than it would be if he had not been born, is bound to 
dwell on the limitations and defects and errors, if any, in that set of 
opinions: and never to advocate unconditionally even in an ad hoc dis
cussion. It is almost impossible for a student to be a true patriot and to 
have the reputation of being one in his own time.'a I~!s probablyegually 
im..£Ossible in our time £Qt • .!.~~de~tt.QJ)e a.!~ue fgend ot labour and to 
have the reputation of being onc. • 

a Henry C. Simona, 'Some R.eftccti.ona on Syndicalism', Jo-' of Polilital &0li0'''.1, Vol. 
LD, No. 1 (MIUCb 1944), p. 1. 
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Inflation Resultingfrom the Downward 
Inflexibility of Wages * 

• Reprinted from Problmu ojUniluJ Slalls &oM",;, Dmlop",ml. cd. by the Committee for 
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position must be brought about exclusively by raising all other money 
wages. The effect must be a continuous rise in the level of money wages 
greater than the rise of real wages, i.e., inflation. One need only 
consider the normal year-by-year dispersion of wage changes of the 
different groups in order to realize how important this factor must be. 

The twelve years since the end of the war have in fact in the whole 
Western world been a period of more or less continuous inflation. It 
does not matter how far this was entirely the result of deliberate policy 
or the product of the exigencies of government finance. It certainly ~s 
been a very popular policy since it has been accompanied by great pros
perity over a period of probably unprecedent~d length. ~e ~~at 
problem is whether by the same means prospenty can be mamtalned 
inde£initely-or whether an attempt to do so is not bound sooner or 
later to produce other results which in the end must become unbearable. 

The int which tends to be overlooked in current discussion is that 
¥ation acts as a st11n: us t~ business Onl1tf so ar as it is unforeseen, or 
greater thaii expectea. tUSlng prices by ems~ves,.as has often been 
seen, are not necessarily a guarantee of prospenty. Pnces must turn out 
to be higher than they were expected to be, in order to produce profits 
larger than normal. Once a further rise of prices is expected with 
certainty, competition for the factors of production will drive up costs 
in anticipation. 1£ prices rise no more than expected there will be no 
extra profits, and if they rise less, the effect will be the same as if prices 
fell when they had been expected to be stable. 

On the whole the post-war inflation has been unexpected or has lasted 
longer than expected. But the longer inflation lasts, the more it will be 
generally expected to continue; and the more people count on a con
tinued rise of prices, the more must prices rise in order to secure adequate 
profits not only to those who would earn them without inflation but also 
to those who would not. Inflation greater than expected secures general 
prosperity only because those who without it would make no profit and 
be forced to turn to something else are enabled to continue with their 
present activities. A cumulative inflation at a progressive rate will 
probably secure prosperity for a fairly long time, but not inflation at a 
constant rate. We need hardly inquire why inflation at a progressive rate 
cannot be continued indefinitely: long before it becomes so fast as to 
make any reasonable calculation in the expanding currency impracticable 
and before it will be spontaneously replaced by some other medium of 
exchange, the inconvenience and injustice of the rapidly falling value 
of all fixed payments will produce irresistible demands for a halt
irresistible, at least, when people understand what is happening and 
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realize that a government can always stop inflation. (The hyper-inflations 
after the First World War were tolerated only because people were 
deluded into believing that the increase of the quantity of money was 
not a cause but a necessary consequence of the rise of prices.) 

We can therefore not expect inflation-born prosperity to last in
definitely. We are bound to reach a point at which the source of pros
perity which inflation now constitutes will no longer be available. 
Nobody can predict when this point will be reached, but come it will. 
~~"!. thin~ s~r~d g!ve us ~eater concern ,than the need to_ se~re ~ 
arrangement 0 our prOductive resources whiCh we Ciii1iOpe to ma11ltam 
at a reasonable level of activity and employment when the stimulus Ot 
inflation ceases to operate. 

Yet the longer we have relied on inflationary expansion to secure 
prosperity, the more difficult that task will be. We shall be faced notQnl'y 
with an accumulated backlog of delayed adjustments-all those busi
nesses which have been kept above water only by continued inflation. 
Inflation also becomes the active cause of new 'misdirections' of pro
duction, i.e., it induces new activities which will continue to be profitable 
only so long as inflation lasts. Especially when the additional money 
first becomes available for investment activities, these will be increased 
to a volume which cannot be maintained once only current savings are 
available to feed them. 

The conception that we can maintain prosperity by keeping final 
demand always increasing a jump ahead of costs must sooner or later 
prove an illusion, because costs are not an independent magnitude but 
are in the long run determined by the expectations of what final demand 
will be. And to secure 'full employment' even an excess of 'aggregate 
demand' over 'aggregate costs' may not lastingly be sufficient, since the 
volume of employment depends largely on the magnitude of investment 
and beyond a certain point an excessive final demand may act as a 
deterrent rather than as a stimulus to investment. 

I fear that those who believe that we have solved the problem of per
manent full employment are in for a serious disillusionment. This is not 
to say that we need have a major depression. A transition to more stable 
monetary conditions by gradually slowing down inflation is probably still 
possible. But it will hardly be possible without a significant decrease of 
employment of some duration. The difficulty is that in the present state of 
opinion any noticeable increase of unemployment will at once be met by 
renewed inflation. Such attempts to cure unemployment by further doses 
of inflation will probably be temporarily successful and may even 
succeed several times if the inflationary pressure is massive enough. But 
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this will merely postpone the problem and in the meantime aggravate 
the inherent instability of the situation. 

In a short paper on the twenty years' outlook there is no space to 
consider the serious but essentially short-term problem of how to get out 
of a particular inflationary spell without producing a major depression. 
The long-term problem is how we are to stop the long-term and period
ically accderated inflationary trend which will again and again raise that 
problem. The essential point is that it must be once more realized that 
the employment problem is a wage problem and that the Keynesian 
device of lowering real wages by reducing the value of money when 
wages have become too high for full employment will work only so long 
as the workers let themselves be deceived by it. It was an attempt to get 
round what is called the 'rigidity' of wages which could work for a time 
but which in the long run has only made this obstacle to a stable monetary 
system greater than it had been. ~t is needed is that the responsibili!y 
far a wage level which is compatible with a high and stable level of 
em 10 cnt shoUld a be s uard taced whe!e It bdon s: with the 

. trade unions. e present VlSlon 0 responsl ty w. ere ea uruon IS 
concerned only with obtaining the maximum rate of money wages 
without-regard to the effect on employment, and the monetary authorities 
are expected to supply whatever increases of money income are required 
to secure full employment at the resulting wage level, must lead to 
continuous and progressive inflation. We are discovering that by 
refusing to face the wage problem and temporarily evading the con
sequences by monetary deception, we have merdy made the whole 
problem much more difficult. The long-run problem remains the re
storation of a labour market which Will rOduce w es whiCh are com
pat! le with stable money. This means that e an a usive 
responsibility of the monetary authorities for inflation must once more 
be recognized. Though it is true that, so long as it is regarded as their duty 
to supply enough money to secure full employment at any wage level, 
they have no choice and their role becomes a purdy passive one, it is this 
very conception which is bound to produce continuous inflation. ~e 
monet conditions re uire that the stream of mone dime is the 
fixed tum to w s;nces an wages ave to pt ems ves, and 
not the other way roun . 

Such a change of policy as would be required to prevent progressive 
inflation, and the instability and recurrent crises it is bound to produce, 
presupposes, however, a change in the still predominant state of 
opinion. Though a 7 per cent bank rate in the country where they 
originated and were most consistently practised proclaims loudly the 
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bankruptcy ofKeynesian principles, there is yet little sign that they have 
lost their sway over the generation that grew up in their heyday. But quite 
apart from this intellectual power that they still exercise, they have con
tributed so much to strengthen the position of one of the politically most 
powerful elements in the country, that their abandonment is not likely to 
come without a seVere political struggle. The desire to avoid this will 
probably again and again lead politicians to put off the necessity by 
resorting once more to the temporary way out which inflation offers as 
the path ofJcast resistance. It will probably be only when the dangers of 
this path have become much more obvious than they are now that the 
wodamcotal11llderlying problem of union power will really be faced. 
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CHAPTER TWENTY-TWO 

The Corporation in a Democratic 
Society: In Whose Interest Ought 

It To and Will It Be Run?* 

I 

those of a long-run maxjmization of the return on the ciiJ:iitirp ced 
under their control that tends to confer upon them undesirable and 
s(;dafi aan: erous owers and that the fashionable do 'e that their 
policy should guide by socal considerations' is likely to produce 
most undesirable results .. 

I should like, however, to emphasize at once that when I contend that 

• Reprinted from M. Anshea and G. L Bach (cdts.), ~ fl1III Corporal;OIIS, 1985. 
New York (McGuw-Hill Company), 1960. 

[~oo ] 

The Corporation in a Democratic Society 

the only specific purpose which corporations ought to serve is to secure 
the highest long-term return on their capital, this does not mean that in 
the pursuit of this end they ought not to be restrained by general legal 
t#iJ moral rules. There is an important distinction to be drawn between 
specific goals and the framework of rules within which the specific aims 
are to be pumucd. In this respect certain generally accepted rules of 
deceacy and perhaps even charitableness should probably be regarded 
as no less binding on corporations than the strict rules of law. But while 
these rules limit what corporations may do in the pursuit of their 
concrete aims, this does not mean that they are entitled to use their 
resources for puticular purposes which have nothing to do with their 
proper aim. 

Power, in the objectionabJc ROS$' of the word. is the capacit to direct 
tbo ~0iIiJ ........... of otb<n to tbo service of values '" Ch thOse 
0ihCm DOt share. The corporation that has the sole task of ;.tttiti 
assetI to roUtable use has no Wet to choose between ues: 
it tdminiatea resourc::a in the service of the ues of others. It is per ps 
Oiily DafDial tbit management Should desire to be able to pursue values 
which they think are important and that they need little encouragement 
from public opinion to indulge in these 'idealistic' aims. But it is just in 
this that the danger rests of their acquiring real and uncontrollable 
power. Even the largest auregation of potential power, the largest 
accomulation of resou.rces under a sinp;' control. is comparatively 

iouoalooa~tboocwho_;!~entitledto>=it 
oijIi rot ~ ~ ~ 'Od bave _0 ~ __ . _1t for other almS, 

however desift Icin t&;mSJYe5. I shall maintain, therefore, that the old
fashioned con don which re ds ement as the trustee of the 

in . vidual stockholder the decis10n 
whether any 0 roceeds 0 activities of the co oration are to be 
us 10 e semce 0 g er ues is the most important s eguard 
ag,ainst the acqUlS1tion orarbltrary and politically dangerous powers by 
co~orat1ons. 

need biialy stop to point out how much in recent times policy 
(especially tax policy), public opinion, and the traditions growing inside 
the corporations, have tended in the opposite direction, and to what 
extent most of the agitation for reform is actually directed towards 
making corporations act more deliberately in 'the public interest'. These 
demands appear to me to be radically mistaken and their satisfaction 
more likely to aggravate than to reduce the dangers against which they 
are directed. There can be little doubt, however, that the conception that 
corporations ought to pursue public as well as private aims has become 
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so widely accepted even by managements that it seems doubtful whether 
Aclam Smith's comment still applies that the affectation to trade for the 
public good 'is not very common among merchants, and very few words 
need be employed in dissuading them from it' . . 

n 
, 

There are four groups on whose behalf it might be claimed that the 
corporations ought to be run in their interest: management, labour,. 
stockholders, and 'the public' at large. So far as management is concerned 
we can dismiss it briefly with the observation that, though it is perhaps a 
danger to be guarded against, nobody would probably seriously contend 
that it is desirable that corporations should be run primarily in their 
interest. 

'J;'4e interest of 'labour' demands only a little longer consideration. ~ 
soon as it is made clear that it is not a uestion of the interest of workers 
in ut 0 the s cial interests of the employees of a 

t It wo not 10 the interest of 
eneral that the co oration s 0 run 

group 0 peop e em 10 ed 
by it. Though it may 10 e lOterest 0 e corporation to tte Its 
employees as closely to it as possible, the tendencies in this direction give 
ground for serious concern. It is the increasing dependence on the 
particular corporation by which a person is employed which gives the 
corporations increasing power over the employees, a power against 
which there can be no other safeguard than the facility the individual has 
of changing his employment. 

That corporations tend to develop from an aggregation of material 
resources directed and operated by a body of men hired for that purpose 
into what is primarily a group of men held together by common ex
perience and traditions, and even developing something like a distinct 
personality, is an important and probably inevitable fact. Nor can it be 
denied that some of the features which make a particular corporation 
especially efficient do not rest entirely with the management but would 
be destroyed if its whole operating personnel were at a given moment 
replaced by new men. The performance and very existence of a cor
poration is thus often bound up with the preservation of a certain 
continuity in its personnel, the preservation of at least an inner core of 
men right down the line who are familiar with its peculiar traditions and 
concrete tasks. The 'going concern' differs from the material structure 
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laOrt . remam to ea ewe er e 
~.p the i'jjjriiJar coiRQiition or elsewhere.· 
;.1'be filet. Ja that an enterprise cannot be conducted in the interest of 
somepermanem distinct body of workers if it is at the same time to serve 
tbcia.tetest of the consumers. The .tIllUl!p:ement will take the decisions it 

to the interest of soci ont it Its concern is the 
use of those resources w el controls on which the nsk 

falls i.e. the e ui ca ital, and' it treats 
other ttsources It u or es as items which it must use onI so on 

IS it can make better use 0 them than anybody else. So long as e 10-

dividual is free to decide whether he wants to serve this or that cor
poration, the corporation itself must primarily be concerned with the 
best use of those resources which are permanently associated with it. 

Theconception that a corporation ought to be run in the interest of the 
distinct body of people working in it .raises all the problems discussed in 
c:onnection with ~ syndicalis~ of socialism. I have no space here to 
cntct into a full discussion of ese and Will merely mention that these 
could be satisfactorily solved only if not merely this body of people 
became owners of the material resources of the corporation but if they 
were also able to hire other workers at the going rate of wages. The 
result would thus in effect be merely a change in the persons owning the 
enterprise but not an elimination of the class of wage earners. Whether 
it is really in the interest of the workers that, if they are also to be 
capitalists, their investment should be in the same concern which gives 
them employment is at least questionable. 

ID 

There remain then as possible claimants for the position of the 
dominating interest in whose service the individual corporation ought 
to be conducted the owners of the equity and the public at large. (I pass 
over such other possible claimants as the creditors or the local com
munity to whom the arguments discussed in connection with labour 
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apply a fortiori.) The traditional reconciliation of those two interests 
rested on the assumption that the general rules of law can be given such 
form that an enterprise, by aiming at long-run maximum return, will also 
serve the public interest best. There are certain familiar difficulties which 
arise where property rights cannot be readily so delimited that the direct 
benefits or disadvantages consequent upon the use made of a particular 
piece of property will fall exclusively on the owner. These special 
difficulties, which we must try to remedy as far as possible by a gradual 
improvement of the law, I shall here disregard as not connected with the 
special problem of corporations. 

Apart from these special instances, the eneral case for free ent rise 
and the division of labour rests on a reco nition 0 e act t so on 
as Item 0 resources gets IOto control of the enterprise willing 
to pay the highest price for it, it Will, on t1iC whole, ilso be used where it 
will make the largest contribution to the aggregate product of soci~. 

This contention is based on the assumption that each firm will in its 
decisions consider only such results as will affect, direcdy or indirecdy, 
the value of its assets and that it will not direedy concern itself with the 
question of whether a particular use is 'socially beneficial'. I believe this 
is both necessary and right under a regime based on the division of 
labour, and that the aggregation of assets brought together for the 
specific purpose of putting them to the most productive use is not a 
proper source for expenditure which is thought to be generally socially 
desirable. Such expenditure should be defrayed either by the voluntary 
payment of individuals out of their income or capital or out of funds 
raised by taxation. . 

Rather than further argue this case positively I will briefly consider 
the consequences which would follow if it were to become the accepted 
view that the managements of corporations are entided to spend cor
poration funds on what they regard as socially desirable purposes. The 
~ge of such p~ses which might come to be regarded as ~~ 
ob·ects of co oration diture is ve WIde: oliticaI, table, 
educatio an 10 act eve which can brou ht under vague 
~ almost meaningless term 'social'. I propose to conSI er this question 
mainly with reference to the use of corporation funds in the support of 
higher education and research, since in this instance my personal interest 
is most likely biased in favour of such practices. All that is to be said in 
this connection applies equally to all the other fields mentioned. 

The popular view of these matters is, of course, connected with the 
idea that corporations are 'rich' and therefore have special duties. What 
ought to be stressed here is that in the sense in which an individual maybe 
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rich. that is in the sense of having a ~ disposable inco~.~! ~pital ~e 
is free to devote to what seems to most im ortant. a corporati_~~ 
cannot be In stnct sense the corporation has no more an income 
of its own than a trustee haS in hiS capaClty of tfU~. That Its manage
ment hliS seen: entrusted WIth Iarge resources for a particular purpose 
d~ not mean that it is entidecfto use it for other ~U¥.oseS. ThIS is·, of 
course, relevant in many other connections than at which concerns 
me here, especially in connection with taxation. 

In fact, the only argument I can discover in favour of allowing cor
porations to devote their funds to such purposes as higher education and 
research-not in instances where this is likely to make it a profitable 
investment for their stockholders, but because this is regarded as a 
generally desirable purpose-is that in existing circumstances this seems 
to be the easiest way to raise adequate funds for what many influential 
people regard as important ends. This, however, seems to me not to be 
an adequate argument when we consider the consequences that would 
follow if it were to become generally recognized that managements have 
such power. If the large aggregations of capital which the corporations 
represent could, at the discretion of the management, be used for any 
purpose approved as morally or socially good, if the opinion of the 
management that a certain end was intellectually or aesthetically, 
scientifically or artistically desirable, were to justify expenditure by the 
corporation for such purposes, this would ~_c<?!EQ~ti()!l~ Jrom 
institutions servin~ the @airessed needs of individual men into in
stitutions detennirung web endstheeffOrtSC>flndlvidu31 menusJi~Uid 
serve. To allow the management to be guided in the use of fiiiios, 
Ciittii'sted to them for the purpose of putting them to the materially most 
productive use, by what they regard as their social responsibility, would 
create centres of uncontrollable power never intended by those who 
provided the capital. It seems to me therefore clearly not desirable that 
generally higher education or research should be regarded as legitimate 
purposes of corporation expenditure, because this would not only vest 
powers over cultural decisions in men selected for capacities in an 
entirely different field, but would also establish a principle which, ~ 
generally applied, would enormously enhance the actual powers of 
corporations. 

This, at least, would be the immediate effect. Yet not the least serious 
consequence of such a development would be that such powers would 
not long be left uncontrolled. So long as the management is supposed to 
serve the interest of the stockholders, it is reasonable to leave the control 
of its action to the stockholders. But if the management is supposed to 
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serve wider public interests, it becomes merely a logical consequence of 
this conception that the appointed representatives of the public interest 
should control the management. ':[he ar~t against specific inter
ferencc()f government into the conduct OUSiness cotporations rests 
on the assumption that they are constrained to use the resources under 
~ control for a specihc purpose. n this assumption becomes invalid, 
the argument for exemption from specific direction by the represen
tatives of the public interest also lapses. 

IV 

If ideally cotporations ought to be conducted primarily in the interest 
of the stockholders, this does not mean that the law as it stands fully 
achieves this, or even that, if they were left unregulated by law, the 
market would necessarily produce such developments as to make the 
interest of the stockholders prevail. The general philosophy of govern
ment from which I am approaching these problems makes it probably 
expedient that, before I proceed to ask what particular legal arrangements 
would seem desirable, I devote a few paragraphs to the question why 
there should be a need for any special regulation of corporations and 
why we should Dot be content to let the market develop appropriate 
institutions under the general principle of freedom of contract. 

Historically, the need for the deliberate creation Of special legal in
stitutions in this field arose, of course, out of the problem of limited 
liability and the desire to protect the creditors. The creation of a legal 
person capable of entering contracts, for which only the separate property 
of the corporation and not all the property of the owners was liable, 
required special legislative action. In tty,s sense limited liability is a 
privile~ and it is a valid ar~tto saythatit is for the taw to aeciae on 
which Jlditions thiS griylliiili:: to be grant~. 

! shall also state only briefly what I have argued at length in another 
connection, 1 that 'freedom of contracts', like most freedoms of this kind, 
does not mean that any contract must be permitted or be made enforce
able, but merely that the permissibility ·or enforceability of a contract is 
to be decided by the general rules of law and that no authority has power 
to allow or disallow a contract on the basis of the merits of its specific 
contents. I am not at all sure that in the field of corporations any kind of 
contract should be generally prohibited or declared generally invalid. 
But I am firmly convinced that modem use of the corporate form of 
organization requires that there should be a standard type of rules 

1 TIH Cotulibdion ojUlHrIJ. 1960. pp. 230-1. 
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applying to all corporations bearing a description reserved to this type so 
that, for example, any cotporation designated by the addition of 'Inc.' to 
its name should thereby subject itself to a known standard type of rules. 
I see little reason for making such rules strictly mandatory, or not allow
ing other types of corporations explicitly described as 'special'. If the 
public is thus warned that in the particular case the standard rules do 
not apply, it will probably look very carefully at the provisions of any 
corporate charter which differs from the standard type. 
Th~5roblem I want to consider is, thus, whether the rules for the 

standar type of corporation ShoUld. to a muCh ~eater aefiee tliiii IS the 
case at present, be governed by re&Jllations whiCh assure t the interest 
of the stockholder shall be paramount. I believe this to be the case and 
wish here to indulge in some bold mental experimentation with regard to 
the means of giving the stockholders greater powers in this respect. :u 
seems to me that in this field the ssibilities of arrangements different 
from ose to w we are accustome are too t e consl ere , an 
that e a and lack of . uence 0 e stoc 0 er IS arge y e 
result 0 an mstltutlo set-u which we ve wron - cometr>regaid 
as 0 VlOUS or 0 ~SI e one. I shall not be surprised1rthe experts 
on corporation taw S od at first regard my suggestions as wildly im
practicable and am even prepared to admit that, under the present 
system of taxation and under current monetary policies, at least the first 
of the two possibilities I shall consider may do more harm than good. 
This, however, is no reason for not seriously examining these possibil
ities, even if it were only in order to free ourselves from the belief that the 
developments which have taken place were inevitable. It is probable that, 
on the two chief points I want to consider, the existing arrangements 
were adopted, not by deliberate choice and in awareness of the con
sequences, but because the altematives were never seriously considered. 

v 
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conduct of a co oration, and at the same time 
effective wer as to he ann 
w t art 0 . share in net ro ts e was .. to reinvest in the 
c::orporation. It would still be for the management to say what part of 
the profits it thought it could profitably use as additional capital and to 
recommend that additional shares be offered to stockholders who wish to 
reinvest part or all of their profits in the corporation. But it should 
normally be for the individual stockho~der to decide whether he wants 
to make use of this opportunity or not. 

It is evident that this would be desirable only in conditions of a stable 
currency where paper profits corresponded to real profits and under a 
system of taxation different from the present. But disregarding for the 
moment these obstacles to the present adoption of the principle, it seems 
tg, me that this one change would feanveEl far towards makingStOCk
holder control Of the cotporation a tv, and that it would at the same 
time limit the owth and robabl even the existence) of individual 
co orations to not as here how 
far gations about an excessive expansion of corporations through 
ploughing back of profits are in fact justified. That with the existing 
arrangements this is at least a distinct possibility and that the natural bias 
of the management will tend in this direction can hardly be denied. 

It might at first be thought that the striving for the power which an 
increase of total assets confers on management will also make it aim at 
maximizing profits. This, however, is true only in a sense of this term 
different from that in which we have used it and in which it can be main
tained that maximizing profits is socially desirable. The interest of a 
management strivinf for control of more resources will be_to m~imjze 
a re te robOts 0 the co oration, not rofits r unit of ca ital 
invest . It is the latter. however. which shoul maximized' -it 
Use of the resources is to be secured. 

VI 

So far as the individual stockholder is concerned, it is in general to be 
assumed that his interest is solely to obtain the maximum direct return 
from his holdings of the shares of a particular corporation, whether this 
be in the form of dividends or of appreciation, or in the short or in the 
long run. It is conceivable that even an individual stockholder may use a 
controlling influence to direct the activities of a corporation so that the 

I Cf. Louis O. Kclso and Mortimet: Adler, Till CapiJ4Jill MmIi/ulo. New York (Random 
House), 19,8, p. :10. 
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J;Wl, not 111 e 111terest 0 Its stockholders ut 0 111 e ltlterest 0 e 
contro g majog.ty. en the other stockholders scover s It Will 
be too late for them to apply any remedy. The only possibility they will 
have is to sell out-which may be just what the corporate stockholder 
wants. 

I must admit that I have never quite understood the rationale or 
jusrlbcation of allowing corporations to hive voting rights -~g 
corporations of which they own shares. So far as I can discover, this was 
never delibefatdy decided upon in fiiII awareness of all its applications, 
but ~ about simply as a result of the conception that, if legal per
sonality was conferred upon the corporation, it was natural to confer 
upon it all powers which natural persons possessed. But this seems to me 
by no means a natural or obvious consequence. On the contrary, it turns 
the institution of property into something quite different from what it is 
normally supposed to be. The corporation thereby becomes, instead of 
an association of partners with a common interest, an association of 
~oups whose 111terest may be 111 stro~ coriBict; and the possibility 
appears that a group which direcdy owns assets amounting only to a 
small fraction of those of the corporation, may. through a pyramiding of 
!loJdings, acquire control of assets amounting to a multiple of what they 
own themselves. By owning a controlling interest in a corporation which 
owns a controlling interest in another corporation and so on, a com
paratively small amount owned by a person or group may control a very 
much bigger aggregation of capital .. 
~e seems to me to exist no reason W~~Qrpora~on .shouldnot be 

allowed to own stock of another co oration urely as an investment. 
But it also seems t me t su s so on as It IS own 
corporation., should cease to confer a right to vote. Techni 
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could pethaps be effectively enforced only by permanendy setting aside 
some part of the stock as non-voting shares and permitting only those to 
be held by other corporations. I am not concemed here however with 
the I?~cal details. The point I want to bring ~ut is 'simply ~t the 
poss1bility of the control of one corporation by another opens up the 
possibility of the complete and perfectly legal control of large resources 
by persons who own only a small fraction of them, and of the use of such 
control in the interest of that group only. 

The ossibili of such an indirect, chainwise ownershi of the stock 
of co orations is ro 
se . tlon of 0 om control and has 1ven mana emen .e., a 
few ID VI , powers far exceeding those w: . VI Y 
owned pro~ could ever confer upon them. This development has 
nothing to OWfth the essence of the institution of the corporation as 
such, or with the reasons for which the privilege of limited liability was 
conferred upon them. In fact, if anything, it seems to me to be contrary 
to~ rather than a consequence of, the conceptions on which the system of 
pr1~te property res~~ artificial separation of ownership and control 
which may place the indiVldual owner in the position where his capital is 
used for p~ses co~cting with his own and without his even bein3 
able to ascerta11l who, 10 fact, possesses the majority of votes. With the 
grant of voting ri~hts t? corporate stockholders the general presumption 
that the corporation w:ill be run by persons whose interests are the same· 
as those of the individual stockholder is no longer valid. 

I w:ill not pursue this possibility further to ask whether these con
sid~tions suggest. that merely industrial corporations should be 
depnved of the VOting power on the stock of other industrial cor
porations which they hold, or whether the principle should be extended 
also to ~cia! corporations. Offhand I can see no reason for allowing 
such a distinCtlon. Whatever desirable financial activities require that a 
~m should exercise the voting rights in a corporation could probably be 
performed without the privilege of limited liability. 

Petha s I should add that it seems to me that in recent 
have been lookin at co ration law so far as the so at much 
too ex USlV< y om the angle of whe er 1t favoured the creation 0 

monopoly positions. No doubt this is one important consideration 
whiCh We ought to keep in mind. But it is certainly not the only one and 
perhaps not even the most important. The justification of the cor
poration is based on the concefetion that its inanagers w:ill hav:e to run Tt 
10 suCh a manner that the who e of the capital it raises w:ill be used in the 
most profitable way. and the public at Iatge 1S certaiiily under the im-
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~on that the law is designed to assure this. ~o long as the CQt

~rauons are run by resentatives of the ma' orit of the true owners, 
thCieu at a strong pro ty t thi§ will1?c: the cas_~. But some
body who tepteSCD.ts merely the majority of a majority, and whose 
inteleSts may well be better served if he does not have to share the 
profit from his control of the corporation with those who have provided 
the gn:atcr part of the capital, may well pursue different aims. A legal 
situation which makes it theoretically possible that this position may 
adae in lily corpomtion after the stockholders have committed their 
c:apitIl to it and have no ~y cannot be regarded as satisfactory. 

vn 
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comes to be accepted that corporations ought to be directed in the 
service of specific 'public interests', the more persuasive becomes the 
contention that, as government is the appointed guardian of the public 
interest, government should also have power to tell the corporations 
what they must do. Their power to do good according to their own 
judgment is bound to be a merely transitory stage. The price they would 
soon have to pay for this short-lived freedom will be that they will have 
to take instructions from the political authority which is supposed to 
represent the public interest. Unless we believe that the corporations 
serve the public interest best by devoting their resources to the single 
aim of securing the largest return in terms of long-run profits, the case 
for free enterprise breaks down. 

I cannot better sum up what I have been trying to say than by quoting 
a brief statement in which my colleague Professor Milton Friedman 
expressed the chief contention two years ago: 'If an~ is certain to 
destro our free sod to undermine its ve foun tlOns, it would be 
a wi e-spread acceptance b ties in 
some sense 0 er to e as mu 
fuiiaamentally subversive doctrlne.'a 

• The Social Science R.eporter'a Eighth Social Science Seminar on 'Three Major Factors 
in Business Management: Lcaclerahip, Decision Making, and Social Responsibility', 
March 19, 19,8. Summary by Waiter A. Dicbm, Gnduate School of Buaincsa, Stmford 
University. 
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CHAPTER TWENTY-THREE 

The Non Sequitur of the 
(Dependence Ejfect'* 

For well over a hundred years the critics of the free enterprise system 

have resorted to the argument that if production were only organized 

mtionally, there would be no economic problem. Rather than face the 

p'roblem which scarcity creates, socialist reformers have tended to deny 

that scarcity existed. Ever since the Saint-Simonians their contention 

has been that the problem of production has been solved and only the 

p'roblem of distribution remains. However absurd this contention must 

appear to us with respect to the time when it was first advanced, it still 

has some persuasive power when repeated with reference to the present. 

The latest form of this old contention is expounded in The Affluent 

Sodety by Professor J. K. Galbraith. H~ attempts to c;kmonstrate that in 

our affluent society the im ortant rivate needs are already satisfied and 

the ur nt nee IS ere ore no Ion r a er 

of commodities but an inaease of those servlces w are su e an 

presumably can be supplied only) by government. Though his 00 as 

. been extensively discussed since its publication in 19S 8, its central thesis 

still requires some further examination. 

I believe the author would agree that his argument tums upon the 

'Dependence Effect' explained in Chapter XI of the book. The argument 

of this chapter starts from the assertion that a great part of the wants 

which are still unsatisfied in modem society are not wants which would 

be experienced spontaneously by the individual if left to himself, but are 

wants which are aeated by the process by which they are satisfied. It is 

then represented as self-evident that for this reason such wants cannot 

* Reprinted from TbI SI1IIIDmI :&om1ll;, JDIInII1I. Vol. XXw, No. 4. April 1961. 
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be urgent or important. This crucial conclusion appears to be a complete 
non seqtlilllr and it would seem that with it the whole argument of the 
book collapses. 

The first part of the argument is of course perfectly true: we would not 
desire any of the amenities of civ.ifu:ation-or even of the most primitive 
culture-if we did not live in a society in which others provide them. The 
innate wants are probably confined to food, shelter, and sex. All the rest 
we learn to desire because we see others enjoying various things. To s~ 
that a desire is not important because it is not innate is to say that the 
Whole CUItUraI achievement of man is not important. 

This cultural origin of practicany all the needs of civilized life must of 
course not be confused with the fact that there are some desires which 
aim at a satisfaction derived direcdy not from the use of an object, but 
only from the status which its consumption is expected to confer. In a 
passage which Professor Galbraith quotes (p. 118), Lord Keynes seems 
to treat the latter sort of Veblenesque conspicuous consumption as the 
only alternative 'to those needs which are absolute in the sense that we 
feel them whatever the situation of our fellow human beings may be'. If 
this phrase is interpreted to exclude all the needs for goods which 
are fdt only because these goods are known to be produced, these two 
Keynesian classes describe of course only extreme types of wants, but 
disregard the overwhelming majority of goods on which civilized life 
rests. Very few needs indeed are 'absolute' in the sense that they are 
independent of social environment or of the example of others and that 
their satisfaction is an indispensable condition for the preservation of the 
individual or of the species. Most needs which make us act are needs for 
things of which only civilization teaches us that they exist at all, and these 
things are wanted by us because they produce feelings or emotions 
which we would not know if it were not for our cultural inheritance. 
Are not in this sense probably all our aesthetic feelings 'acquired tastes' ? 

How complete a non sequitll1' Professor Galbraith's conclusion repre
sents is seen most clearly if we apply the argument to any product of 
the arts, be it music, painting, or literature. If.. the fact that people would 
not feel the need for something if it were not produced did prove that 
such roducts are of small value all those hi hest roducts of human 
en eavour would be of small value. Professor Galbrai 's argument 
could be easily employed, without any change of the essential terms, to 
demonstrate the worthlessness of literature or any other form of art. 
Surdy an individual's want for literature is not original with himself in 
the sense that he would experience it if literature were not produced. 
Does this then mean that the production of literature cannot be defended 
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as satisfying a want because it is only the production which provokes the 
demand? In this, as in the case of all cultural needs, it is unquestionably, 
in Professor Galbraith's words, 'the process of satisfying the wants that 
creates the wants'. There have never been 'independently determined 
desires for' literature before literature has been produced and books 
certainly do not serve 'the simple mode of enjoyment which requires no 
previous conditioning of the consumer' (p. 2. 1 7). Clearly my taste for the 
novels of Jane Austen or Anthony Trollope or C. P. Snow is not 
'original with myself'. But is it not rather absurd to conclude from this 
that it is less important than, say, the need for education? Public 
education, indeed, seems to regard it as one of its tasks to instil a taste for 
literature in the young and even employs producers of literature for that 
purpose. Is this want-creation by the producer reprehensible? Or does 
the fact that some of the pupils may possess a taste for poetry only 
because of the efforts of their teachers prove that since 'it does not arise 
in spontaneous consumer need and the demand would not exist were it 
not contrived, its utility or urgency, ex contrivance, is zero'? 

The appearance that the conclusions follow from the admitted facts is 
produced by an obscurity of the wording of the argument with respect to 
which it is difficult to know whether the author is himself the victim of a 
confusion or whether he skilfully uses ambiguous terms to make his 
conclusion appear plausible. The obscurity concerns the implied 
assertion that the wants of the c~sumers are determined by the ro
ducers. Professor braith avoids in this conneCtion any terms as cru e 
~efinite as 'determine'. The expressions he employs, such as that 
wants are 'dependent on' or the 'fruits of' production, or that 'production 
creates the wants', do, of course, suggest determination but avoid saying 
so in plain terms. After what has already been said it is of course obvious 
that the knowledge of what is being produced is one of the many factors 
on which it depends what people will want. It would scarcely be an 
exaggeration to say that contemporary man, in all fields where he has not 
yet formed firmhabits, tends to find out what he wants by looking at what 
his neighbours do and at various displays of goods (Physical or in 
catalogues or advertisements) and then choosing what he likes best. 

In this sense the tastes of man, as is also true of his opinions_!?d belici§ 
and indeed muCh of his onan are shi d 10 reat measure b his 
cul enVlronment. ut though in some contexts it would per aps e 
legitimate to express this by a phrase like 'production creates the wants', 
the circumstances mentioned would clearl not' ustif the contention 
tliit particular producers can delibeiiiteli etermine the wants of 
~cular consumers. The efforts of all producers will certllinly be 
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d!:!ected towards that end; but how far any individual producer will 
succeed will depend not only on what he does but also on what the others 
do and on a great many other influences operating upon the consumers. 
The joint but unco-ordinated efforts of the producers merely create one 
element of the environment by which the wants of the consumers are 
shaped. It is because each individual producer thinks that the consumers 
can be persuaded to like his products that he endeavours to influence 
them. But though this effort is part of the influences which shape con
sumers' tastes, no producer can in any real sense 'determine' them. This, 
however, is clearly implied in such statements as that wants are 'both 
passively and deliberately the fruits of the process by which they are 
satisfied' (p. 124). If the producer could in fact deliberately determine 
what the consumers will want, Professor Galbraith's conclusions would 
have some validity. But though this is skilfully suggested, it is nowhere 
made credible, and could hardly be made credible because it is not true~ 
Though the range of choice open to the consumers is the joint result of, 
among other things, the efforts of all producers who vie with each other 
to make their respective products appear more attractive than those of 
their competitors, every particular consumer still has the choice between 
all those different offers. 

A fuller examjnation of this process would, of course, have to con
sider how, after the efforts of some producers have actually swayed some 
consumers, it becomes the example of the various consumers thus 
persuaded which will influence the remaining consumers. This can be 
mentioned here only to emphasize that even if each consumer were 
exposed to pressure of only one producer, the harmful effects which are 
apprehended from this would soon be offset by the much more in
fluential example of his fellows. It is of course fashionable to treat this 
influence of the example of others (or, what comes to the same thing, the 
learning from the experience made by others) as if it amounted all to an 
attempt at keeping up with the Joneses and for that reason was to be 
regarded as detrimental. It seems to me that not only is the importance of 
this factor usually greatly exaggerated, but also that it is not really 
relevant to Professor Galbraith's main thesis. But it might be worth
while briefly to ask what it would really prove if some expenditure were 
actually determined solely by the desire to keep up with the Joneses. At 
least in Europe we used to be familiar with a type of person who often 
denied himself even enough food in order to maintain an appearance 
of respectability or gentility in dress and style of life. We may regard this 
as a misguided effort, but surely it would not prove that the income of 
such persons was larger than they knew how to use wisely. That the 
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appearance of success, or wealth, may to some ~~ple seem _more ~
~rtant thiii man other needs, does in no wa rovetJiat the needs 

ce to e ormer are urumportant. In the same way, even though 
people are often persuaded to spend unwisely, this surely is no evidence 
that they do not still have important unsatisfied needs. 

Professor Galbraith's attempt to give an apparent scientific proof of 
the contention that the need for the production of more commodities 
has greatly decreased seems to me to have broken down completely. 
With it goes the claim to have produced a valid a.rgyment which justUies 
& use of coercion to make eo le em 10 their income for those ur
~ 0 w approves. t is not to be denied that there is some 
oWnaJity in this 'test version of the old socialist ar2Jl1llent. For over a 
hundred ears we have been exhorted to embrace socialism because it 
would give us m~oods. S.ig,ce it has so. .. _~,Jy . ~"~ .~Q_~. 'c:ye 
thiS where it has tried, we are now ur~ to adopt it because more ea after all are not impgrtant. The a.Uiils-still erogressively to 
inc:Easc the share of the resources whose use is detemuned by political 
authority and the coercion of any dissen~ minority. It is not sur
prising, thCi'efore, that Professor Galbrai s thesis has been most 
CDthusiastically received by the intellectuals of the British Labour Party, 
among whom his influence bids fair to displace that of the late Lord 
Keynes. It is more curious that in this country it is not recognized as an 
outright socialist argument and often seems to appeal to people on the 
opposite end of the political spectrum. But this is probably only another 
instance of the fiuniliar fact that on these matters the extremes frequently 
meet. 



CHAPTER TWENTY-FOUR 

The Uses of (GresDam's Law' as an 
Illustration of (Historical T heory'* 

Mr. A. L. Bums' use of Gresham's Law as an illustration1 provides a 

good example for showing qow useful it would be for the historian if he 

a!mjped what Gresham's Law amounts to as a theoretical statement and 

not merely as an empirical generalization. The empirical generaliza.tion 

that 'bad money drives out good' of course goes back to classical 

antiquity, when it seems to have been so familiar that Aristophanes 

(Frogl, 891-898) could assume that he would be readily understood 

when he applied the idea to good and bad politicians. It is pure accident 

that this empirical rule became attached to the name of Gresham. ~ 

a ,mere empirical rule it is practically valueless. I remember that in the 

monetary disturbances of the early 19zo'S, when people began to use 

dollars and other solid currencies in the place of the rapidly depreciating 

mark, a Dutch financier (if I remember righdy, Mr. Vissering) asserted 

that Gresham's Law was wrong and that it was in fact the other way 

round and it was the good money that drove out the bad. 

If Gresham's Law is properly stated with the conditions in which it 

applies, it will appear that as a proposition of compositive social theory it 

can indeed provide a useful tool of historical explanation. Th;.,essential 
condition is that there must be two kinds of mone which are of 

. oses an 0 rent ue or others. The 

typl mstance a utw eemp1r1 generalization developed is the 

simultaneous circulation of a particular coin, say a gold ducat. in a new 

* Reprinted from HislMy tItfIlThmy, Vol. I, 1962. 
1 Arthur Lee Bums, 'International Theory and Historical Explanation', Hirlory tItfIl 

Thmy,1. 1 (1~). 62-6. 
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and a worn state. If such a coin is legal tender in a countty. the NO 

cUtferent forms are of the same value for the dischar e of internal de s. 

But e ma not for orel ments, and are clearl not of the same 

ue for In us use 0 ~ contained in them. The two kinds 

of" coin may for a long time te si& by side and be accepted ~ 

equivalent not only intema1ly but even externally if there is a net influx 

of money into the country concerned. But as soon as its balance of pay

ments turns against it, the position will change. The worn coins will now 

have only the value which they have as currency of the country using 

them. in its regular internal trade. But in international trade the new and 

full-weight coins may well have a higher value and the same will apply 

to the internal industrial uses (by goldsmiths) of the gold contained in 

them. In certain transactions which take coins out of the internal cir

culation new full-weight coins will therefore be more useful than worn 

coins, and the former will tend to go out of circulation. 

It would not be a very useful approach to the problem to say 'that at 

some reasonably brief interval before the specie disappeared from 

circulation, it had become public knowledge that it was undervalued by 

a certain amount in terms of the rest of the currency'. 2 No change of this 

sort need have become newly known. Foreign merchants and gold

smiths may always have been using only new coins. But while as many 

gold coins (or as much gold to be coined) came into the country as went 

out, this would not lead to a reduction of the proportion of good coins in 

circulation. Only when the conditions of a net inflow turned into 

conditions of a net outflow would a change in the relative composition 

of the CirCUlation manifest itself. 
The hiStorian who knows of Gresham's Law merely as an empirical 

proposition might well be puzzled when he finds that, after good and 

bad coins had been circulating concurrently for decades without a 

noticeable deterioration in the average quality, at one point of time the 

good coins had suddenly begun to grow very scarce. He would not be 

able to discover any new information which had become available 

concerning the 'undervaluation' of one kind of coin. Indeed if he were 

able to ask those immediately concerned they would tell him that they 

merely continued to do exactly what they had done before. What theory 

will tell him is that he must look for some cause which led to a fall of the 

internal value of both good and bad coins relative to their value in 

foreign commerce and in industrial uses. He will have to understand that 

neither wear and tear nor clipping can have caused this relative de

preciation. He will have to look for a cause which either increased the 
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CHAPTER TWENTY -FIVE 

The Economics of Development 
Charges * 

I 
Few measures of similar importance, at the time they were passed, bave probably received so little attention from some of those most aft'ected by them, as was true of the Town and Country Planning Act, 19-47. Evcnnow, some nine months after the Act has come into force, few people are aware of its full significance for the economic future of this country. Yet it may well prove to have a decisive and perhaps fatal effect on tbatinaease of industrial efficiency on which our future must depend. The public can hardly be blamed, however, for not at once appreciating the wider bearing of that measure. One may even doubt whether its drafters and supporters quite understood its implications. The Act applies to a wide field a special theory which has been developed within a narrow circle of town planners with a limited object in view; but the geaeral significance of that theory has never been systematically enmined. 
This doctrine was first expounded in several reports and documents which were published during the war and which, in consequence, did not receive careful critical examination. The Act itself and its implementation not only went even beyond what was contemplated in those earlier documents; it was also couched in a language so obscure and at the same time so vague that it was scarcely possible to know what some of its most audal provisions would mean before it was seen how they were administered. 

Since on some of the most aucia1 issues the decisions have not been written into the Act but have been left to the discretion of various • Prom Tir p~ T'-. April 26. 27. 28. 1949. 

~
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government departments, it is only as their policy becomes known that 
we can form a clearer idea of the probable effects. 

On the issue to be considered here, the 'development charges', the 
operation and the interpretation of the Act has been entrusted to the 
Central Land Board. This Board has recendy explained its intentions in a 
set of Pra&nce Notes l which is in more than one respect a remarkable 
document deserving close study. 

There will be opportunity later to comment on the curious light it 
throws on the political and administrative problems raised by this sort of 
planning. But the indications it gives of how the Board proposes to 
assess the development charges raise purely economic problems which 
require careful examination. 

As the document puts it, the Central Land Board has been given 'a 
monopoly in development rights' in land. 'Development' means now 
for this pUffiose not only the turning of hitherto 'undevelo~d' agri
cultural land to industrial or commercial uses; it,includes 'reevelop
ment' that is all material ch.an es in the use of an alread develo 
land, except when the ge takes place within certain narrowly defined 

~ 
ch chan s of use re uire a revious' lannin rmission'. Most 

of them are also subject to a development ge which must be paid 
before the change can be made. The principle on which these charges 
are determined will therefore decide what kind of change will still be 
practicable. 

If anybody should still think that these development charges are 
intended merely to confiscate some special gain due to the beneficial 
effect of public policy, of a genuine 'betterment' in the old sense of the 
term, he will soon be undeceived. The development charge has become 
something altogether different. 

It is intended to absorb an increase in value of a . cular iece of 
land due to the permission to ge its use. It constitutes in effect a 
confiscation of the whole advanta e derived from an industrial 
development or w d hitherto use or a erent purpose has to 
be used. 

The development charge is in each instance to be equal to 'the 
. difference between the existing use value and the value for the permitted 
development'; or, in the new terminology introduced, between the 
'Refusal Value' and the 'Consent Value' of the piece of land. Until the 

1 Central Land Board. Pra#i" Not,s (First SIriu). Being Notes on the Development 
Charges under the Town and Country Planning Act, 1947. London: H.M. Stationery 
Office. J 949. 
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planning permission is granted, the land is presumed to derive its value 
exclusively from the existing use. 

So far as the owner is concerned this will indeed be true, whatever its 
potentialities from a social point of view, since all the potentialities for 
some different and more valuable use have been expropriated and vested 
in the Central Land Board. 

We are not concerned here with the owner's distant prospect in a share 
of the £300 million set aside for compensation. That he may hope some 
day to get a sum of uncertain magnitude does not alter the effect of the 
price which he will have to pay now for the acquisition or re-acquisition 
of any development right. 

The earlier documents in which this scheme was first oudined had 
proposed development charges amounting to a certain proportion, 
something like 75 or 80 per cent, of the increase in value. The Act itself 
left this point characteristically undecided. But the policy announced by 
the Minister of Town and Country Planning is to fix the charges at 100 

per cent of the increase in value. 
This means that antone cone:rlating a change in the layout of an 

industrial lant involVln a mat clWi e in the use of land, before he 
is allowe to un 
value of e expecte vantage. 

There are, it is true, certain exceptions to this rule. Where the change 
is confined to an alternation of the use of already existing buildings 
within certain narrowly defined classes, no charge will arise. But where 
it involves a change in the use of land between any such categories as 
office buildings, 'light' industrial buildings, 'general' industrial build. 
ings, or anyone of five classes of 'special' industrial buildings, the full 
charge is due. The exceptions somewhat limit the incidence of the 
charge. But they do not alter the principle or the general effects of its 
application. 

This principle amounts to nothing less than that the whole of any 
advantage derived from the reorganization of a manufacturing process 
which involves a material change in the use of land shall be absorbed by 
the development charge. What is taken away is thus not merely the 
special advantage which a particular piece of land may offer compared 
with others, because of its situation or special qualities. 

Since any land, except that already devoted to a certain kind of use, 
will be available for this use only after the payment of a development 
charge, the 'advantage' for which the price has to be paid will be the 
possibility of introducing a new process anywhere. 

Since the permission will be granted only with respect to a particular 
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piece of land, that possibility becomes artificially attached to that piece of 
land and the value of the possibility to introduce the new process becomes 
similarly tied to the value of that piece of land. 

The significance of the new monopoly element thus introduced will 
be seen more clearly if we consider for ~ moment how the price of land 
in a similar situation was determined in the past. Take the problems 
raised by the expansion of an industrial undertaking surrounded by 
agricultural land. If the land on all sides was of the same agricultural 
quality, was owned by different people, and offered the same opportun
ities to the plant, the pieces needed could have been bought for a price 
representing its agricultural use vaIue. 

This would in most instances have corr resented the social 
cost 0 e : the loss of the agricultural value would have been the 
loss to society which would have to be more than offset by the gain from 
its industrial use if the change was to be beneficial. 

Only if some of the land surrounding the plant offered to the under
taking greater advantages than the rest would the owner of that piece of 
land have been able to hold out for a correspondingly higher price. The 
undertaking might have had to pay extra, over and above what it would 
have had to pay for any other land, for any special advantage the parti
cular site offered to it. But this payment would have had to be made for a 
differential advantage of that piece of land-not for the possibility of 
expanding at all, but for being able to expand in a particular direction. 

Gontrast this with the situation where all the land surrounding the 
plant belonged to one owner; it would then have been the possibility of 
expandiilg at an, not merdy the possibility of expanding on a particular 
piece of land, which would depend on the landowner's willingness to 
sell. He would be in a osition to extort a rice e ual to nearl the whole 
gain from e expans10n. y piece 0 land he was prepared to sell 
would for the undertaking possess the full value of the gain to be 
expected from expanding on the existing site. 

The monopoly of the Land Board will be even more complete than 
that of such a single owner of all the land surrounding an existing plant. 
The Board will also control the only two alternatives to expanding on 
adjoining land: development within the given area-for example, by 
building higher-or moving the whole plant elsewhere. 

.{\ll opportunities for expansion will d~ on its permission and 
since only land with a planning permission can used for the ~on,\ 
the 'Consent Value' of an such land will include the whole ueothe 

om anslon. 
t in its Prll&li~1 Notlf the Board disclaims the intention of 
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exacting monopoly values. But since at the same time it states that it 
means to take into account the special value of land to an only possible 
purchaser, that assurance evidently cannot be taken literally. It is indeed 
difficult to see how under its instructions the Board can do anything but 
charge monopoly values. Since what it confers are essentially monopoly 

. values, its concept also has a monopoly value. 
e Board has in effect been iven Ca monopoly in the develo ment 

~ts' not only in land, but in so far as an eve 0 ment re rures some 
8.nd since the Board controls all land, it has a monopoly 0 10-

dustriiI devdopment of the kind. 

II 

Land is a factor which is indispensable in all industrial activity and all 
change in industrial activity therefore involves a change in the use of 
land. To make some such changes dependent upon permission and on 
the payment of a price is to make industrial adjustment to that extent 
dependent on a permission and the payment of a price. And to fix this 
price with regard to the advantage depending on the permission 
amounts in effect to a confiscation of the gain from such industrial 
change. This is a principle introduced by the Town and Country 
planning Act. 

The term 'gain', however, in this connection, is rather misleading; it 
suggests less serious effects of the development charges than they are 
likely to have. They will not only eliminate a main incentive to socially 
desirable changes. They will impose an artificial cost on such change to 
which no genuine social costs correspond. The changes in question may 
be necessary merely to preserve the usefulness of the land or to main
tain the solvency of an enterprise. 

It may merely be a question of avoiding loss. Yet where the avoidance 
of the loss depends on a change made in the use of land, the permission to 
make it will be worth the whole loss which is thereby avoided, and the 
development charge will have to be fixed accordingly. Even where the 
gain expected from the change is a net gain, its value will have to be laid 
out beforehand and a new risk will be created which the investor will 
have to incur without any compensating prospect of gain . 

Land used for industrial purposes will over long periods retain its 
value only in so far as its use is adjusted to changing conditions. The value 
of a particular piece ofland for a given purpose constantly changes, and 
if it were permanently tied to a particular purpose its value would be 
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certain sooner or later to fall. Such losses are usually avoided by switching 
the land to a different use when its former use becomes less valuable. 

Under the new arrangements such a loss must be wholly bome by the 
owner of the land, since he no longer owns the right to change the use 
but will have to purchase his right at a price corresponding to the 
amount he recovers by the change. The land may in the new use be worth 
less than it has been before the opportunity for its former use dis
appeared. 

Neveg:heless, once the value in its former use has fallen. the oppor:.. 
. f recoverin of the losses b chan in the use belon s to 

State. In the example given 10 the Practice otes, 'The slum cottage is to 
have only its existing use value as a cottage until planning permission is 
given for redevelopment. Then on payment of the development charge, 
representing the value due to that permission, the value jumps at one 
bound to that for the new permitted use.' 

In other words, the owner will first have to suffer the loss of 
obsolescence imposed on him by the prohibition of the change in the use 
(or because the versatility of his asset has been artificially restricted by 
law); and he is then deprived of any gain which he might make when 
the change is permitted. 

One wonders indeed whether the inventors of the whole scheme ha!,e 
ever teAected on what it Will mean if the development clw;ge makes a 
change unprofitable, or whether it has ever occurred to them that it will 
ft:eguently do so. . 

It should be obytous both that any development charge may prevent 
some desirable change, and that. whenever it has that effect, it will 
prevent a more productive use of the available resources. 

The oiiiy exception to this would be where the development charge 
happened to be equal in value to some indirect damage done by the 
development to other property, a damage which otherwise would not 
have been taken into account in calculating the net benefit to be expected. 
But there is no intention and no practical possibility of relating the 
development charges to such detrimental effects of the change. We can 
therefore neglect the possibility of a purely accidental coincidence. 

Let us consider a particular case. Suppose an undertaking owns some 
workers' houses close to its manufacturing plant. If the houses had not 
already been there, it might long have been advantageous to use the site 
for some process ancillary to manufacture. But as the houses already 
exist, the value of their services has to be set against the advantage of 
having that process on the particular spot. 

But sooner or later, as the value of the houses declines, the point will 
[316 ] 

The E&onomiu of Development Charges 

come when that advantage is greater than the value of the services which 
the houses will give. They will be demolished and the site tumed to 
manufacture precisely when this brings some net saving in the combined 
costs of producing both the housing services and the industrial product. 

This saving of costs may be small, and it will certainly stand in no 
relation to the difference in value between other similar land in the 
neighbourhood used for housing and for manufacture respectively. Yet 
it is on the cumulative effect of many small savings in costs such as 
this that improvements in industrial efficiency depend. 

If in a case like this a development roarge is levied. the effect can be 
o~y that the cliiiige is delayed and perhaps altogether prevented. In 
future, it will be necessary that the saving in costs should exceed the 
value of the existing use value, according to established valuation 
practices, by as much as land available for manufacturing purposes 
exceeds in value land used for dwelling houses. 

The same applies to all similar changes designed to bring about a 
saving in costs. Such changes will be either prevented or at least the 
incentive to make ili'em greatly reduced. 

This woUld be bad enough it tfie gain were only confiscated after it has 
in fact materialized. Carried out consistently, it would deprive the owners 
of all interest in cost-saving changes of the kind. We should have to rely 
on their public spirit for their constantly striving to keep costs as low as 
possible. 

that the develo ment char e has to be aid before the chan e 
i!,. made and irrespective of whether the expected benefit actua y matu,!es 
makes the effect, however, even worse. It creates a new rivate risk 
which the 10 VI U ev oper has to bear. but to which no soda risk 
corresponds. 

The developer must be willing to stake an amount equal to the hoped
for gain, certain that he will lose ifhis hopes are not fulfilled, but without 
any prospect of advantage if his expectations prove correct. A grosser 
form of =g risk can hardlfi be imagined. Wherever there is un
certainty alire outcome it wi become much safer to stay put than 
to sink capital in buying a permission which may prove of little value. 
~t the whole scheme amounts to is that a penalty is placed upon 

industrlal Chiiis.e. Eveq adjustment to changed conditions whic!t 
involves a 'material' chan e in the use oftand is made the occasion for a 
le w 10 effect ex ro riates the ain that might be ex ecte . The 
more rap! yan e more often an un erta ng tnes to meet changes in 
conditions, the more often part of its capital will be confiscated. 

Wherever the gain it can expect from a change is smaller than the 
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Central Land Board thinks it ought to be, the change will be altogether 
impossible. And only when a firm can persuade the Board that the gain 
from the change will be smaller than it in fact expects it to be, will there 
be any pecuniary advantage in undertaking it. 

Let it once more be stressed that in all this 'gain' does not necessarily 
mean an absolute gain. What is confiscated is the gain relative to the 
p'osition if the chan~ were prohibited. The change may aim merely at 
lowering of costs in ~e with what foreign competitors are doing. Or it 
may be necessary because a change in demand requires an alteration of 
the product. 

It does not matter. So long as a material change in the use of lmd is 
necess~ the benefit from the clWige is taken awa.I: Can there be much 
aoubt ~t if this prinaple IS earned out as now announced, it cannot but 
prove to be one of the most serious blows administered to the prospects 
of increasing the efficiency of British industry? 

ill 

It has been suggested in the first part of this article that the authors of 
the Town and Country Planning Act did not know what they were 
planning. Mer examining the practical significance of the development 
charges as now interpreted, one must almost hope that this was so. 

It is becoming only too clear that the whole scheme has not been 
adequately thought out beforehand, and that we have been committed to 
an experiment, of the outcome of which nobody has formed a clear 
conception. Jt appeat! that the unprecedented blanket ppwers which the 
Act conferred on the Minister of Town and Count;q Planning and the 
Central Land Board were the result of a lack of any Clear idea of how 
these powers were to be used. . 

The advocates of central planning always assure us that democratic 
legislation is an adequate safeguard against controls becoming arbitrary. 
What are we, to think of an Act which licid leaves undeter
mine 
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which the development charges were normally 'not to be less' than the 
whole additional value of the land accruing from the planning per
mission for a particular development. 

The general principle stated in that Regulation, however, still 
provides no more than the most general framework within which the 
Board must formulate its own policies. 

The position in which the Central Land Board has thereby been 
placed is well illustrated by the Preface which its chairman has con
tributed to the Pra&nce Notes in which it has summed up the principles it 
proposes to follow. These notes, he explains, 'are meant to describe the 
principles and working rules in accordance with which any applicant 
can confidendy assume his case will be dealt.' This sounds reassuring 
until one reads on and finds that the sentence continues: 'unless either 
he can show good cause for different treatment, or the Board inform him 
that for special reasons the normal rules do not apply.' 

What confidence can there be in an rules if no rinci les are stated on 
which it will be deci that the general rules do not apply in a particular 
case? The Boar-a even explicitly refuses to be tied by a fixed rule: 'A 
general working rule must always be variable if it does not fit a particular 
case.' 

The Board also refuses to be bound by precedent and announces that 
'we have no doubt that from time to time we shall vary our policy' and 
that such future variations 'can only operate for new cases and cannot 
zeopen old'. 

Why this continued vagueness if there is a clear aim? Can it be that the 
absurdity of the general principle is already half recognized and that it is 
intended to mitigate the bad effects by concessions in the negotiations 
. with individual applicants? Certain statements made in Parliament and 
some passages in the Preface to the Pra&ticeNotes suggest that this may 
be the intention. 

Is a more dangerous procedure imaginable than first to burden the 
authorities with the duty of imposing enormous charges on a principle 
which it is known cannot be consistendy applied, and then to leave it to 
their discretion to modify their claims when it appears that the effects are 
all too harmful? 

The Preface to the Pra&n&I Notes almost seems to invite precisely this 
sort of bargaining and to suggest that the Board will always be willing to 
listen to special considerations if they are pressed hard enough. 

The fact is that the task of administering the development charges not 
only 'fairly" but in such a manner that they do not impede desirable in
dustrial development is an impossible one. In determining the develop
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ment char~e the Board is, in fact, deciding whether a particular devcloR" 
f!lCnt oug~t to take place or not. It could do so intelligently only if it 
were 10 a pOSltiOn to plan the whole industrial development of t9F 
country. 

In order that it should be in a position to judge the effects of its . 
decisions on industrial efficiency, it would have to have at its disposal, 
and have to be able to judge, all the data which the individual developer 
takes into account. 

Indeed, if the development charges are to be anything but a harmful 
obstacle to development, they would have to be used according to a 
detailed overall plan, which lays down in what form and in which 
direction each industry, and each plant in each industry, ought to be 
developed. 

This, however, is of course neither the intention nor a ptaeti.cal 
possibility. Instead, the Land Board is charged with determining one of 
the essential conditions on which the decision of the private developer 
must depend, without any possibility (other than the owner's statement) 
of judging how its action will affect that decision, or what that decision 
ought to be in the national interest. 

Neither the Land Board nor the developer will be able to base his. 
decisions on the objective merits of the situation. Whether the deve1op
ment will take place is made dependent on an artificially created ron*lict 
of interests to which no economic facts correspond and which must be 
detrimental to a wise solution of the genuine economic problems 
involved. 

There exists indeed no rationall for the development charges as now 
conceived. Far from introducing a rational element into the decisiom 
about the use of land, it introduces a completely meaningless factor and 
falsi£ies the data on which the developer will have to base his decisiOGS. 
The costs he will have to take into account will correspond less to the 
true social costs than ever before. 

His opportunity to plan·wisely and the likelihood of his serving the 
best social interest will be greatly decreased. And his energies willhaveto 
be bent, not so much to discovering the real facts of the situation, as to 
finding arguments which will appear plausible to those who have to fix 
the terms on which he will be allowed to go ahead with his plans. 

The direction of industrial progress will more than ever become 
dependent on the powers of persuasion, the accidents of contacts, and 
the vicissitudes of official procedure where the most careful calculation 
ought to decide. The most efficient and conscientious civil service cannot 
prevent this where no clear direction can be laid down for its actions. 

[HO] 

The Economics of Developmmt Charges 

Nobody has yet suggested what these directions ought to be if the 
development charges are to be beneficial to the increase of industrial 
efficiency. The only rule which would have that effect would be that there 
should be no development charges. 

APPENDIX: A Review of Otarles M. Hur, Land Planning Law in a Free 
SodIl.J: A SIIIdy of the British Town and COIlflIry Planning Act.1I Cambridge, 
Mass., Harvard University Press, 19 SI. 

One of the inevitable effects of the ro ressive extension of ovem
mcnt contro over econotnlc e 18 t economic problems are in
c:rcasi.ngly disposed of by lawyers, technologists and experts in 'ad
ministration'. It might be expected that this would lead to an increased 
u:aaerstaildiQg of economics in these professions. This expectation has 
geaen11y been frustrated-it almost seems as if those who ardently 
believe that they can solve economic roblems b central tannin in 
.JDOSt InStances 0 so prea y cause ey are unaware of w at the 
economic problems are. 
" 1iietC is no &tte1' illustration of this than town planning-a subject 

.. which, it must be admitted, has been sadly neglected by economists. 
And there could be hardly a more telling demonstration of the complete 

of comprehension of the economic problems which the use of land 
for society than the present careful and painstaking study of the 

British Town and Country Planning Act of 1947 by an American 
student of Public Administration. While the book presents a sympathetic 

..... ia=pretation of that experiment, in the sense that Mr. Haar fully shares 
the outlook which inspires it, it is as devoid of any appreciation of the 
wider: economic issues involved as were the group of architects and 
administrators who, in the peculiar circumstances of Britain between 

·1940 and 1947, were almost exclusively responsible for this piece of 
JegisJation. The book does not even take notice of the few critical 
aaalyIes of the Act which appeared when the British economists were at 
.last released from the more important preoccupation of winning the war. 
In particular the author ignores the masterly analysis of the problem by 
Sir Amold Plant' and the severe criticism which the measure has 
=:civedfrom groups which one might expect to be sympathetic towards 
it, such as the followers of Henry George.' 

After reading the book one feels some doubt whether the author, any 

I Reprinted &om the U.n.rlilyofCbiutPI..-RniaP, XIX/~, Spring 19Sa. 
I A. Plant. 'Land PJamUng and the Economic Functioas of Ownership'. JotII'MI Chart,,1Il 

~/IIIII1BstIlllA,mllbut., VOLXXX(1949). 
.. Cf. eapecially their journal, Latultmtl Libtrty. London, 1948 and 1949. 
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more than the le islators or the British ublic at lar e is full aware of 
how com etel e ct s chan ed the whole character of the ntIsh 
economic system. ~e entirela: suspending e opera on 0 e pnce 
~echanism witli regard to tan~ (<?utside agricultural uses) it has put 
nothin " lace ex t arbi decision without even a eneral 
;Urinciple to guide it. What ct ecree is nothing less than that ~tage whiCh a private owner could derive from any change in the 
use made of a piece of land (if it was to be devoted to other than agri
cultural purposes) shall in future be confiscated by the government, and 
that, therefore, if the principles of the Act can be consistently applied. no 
~rivate person or corporation will have any incentive to improve 
economic efficien;t, where this involves a Chaiige in the use ofta:na: 

To anyone familiar with the history of the Act and the effects which it 
is producing,· the most curious aspect of the present book is that it 
attempts to emphasize throughout the democratic character of the 
measure and its compatibility with free institutions, while on the basis of 
the facts provided by the book itself both are at best pious hopes of 
highly questionable value. H the author is unaware of the threat to free
dom in olved this is robabl because he seems e ual1 oblivious to the 
fact that consistent aee . catIon 0 pnnciples of the Act in the ong run 
implies central ditectton olan economic activity. Characterization of't1ie 
measure as partiCUIarly democratic squares ill with the admitted facts 
that when it was discussed in Parliament almost nobody understood the 
practically unlimited discretionary powers it conferred on administrative 
agencies. '[T]he Opposition often felt in the position of Joseph who was 
asked not only to interpret the dream, but to say what the dream was' 
(p. 177). Furthermore, after the Act had placed in the power of a minister 
unlimited discretion to lay down even the 'general principle' on which 
its most important provision was to be administered, the minister in fact 
issued regulations which 'represent a complete change of mind since the 
time of the debates of the Act' (p. I I I). We shall later have to consider the 
issue in question. From a lawyer one might also have expected a little 
more concern about the fact, mentioned like many of the less appealing 
features of the legislation in the small print of the notes, that 'throu&hout, 
the Act seems to avoid any recourse to the courts' (p. i 88). 

The discussion of the economicany most important provisions of the 
Act is compressed almost entirely into a few pages of Mr. Haar's book 
(pp. 98-II7), and in a brief review we must concentrate on these. As is 
made abundantly clear throughout the exposition, the basic motive 
behind all legislation of this kind is 'the ever-present fear of need to pay 
compensation which constitutes an ever-present threat to bold planning' 
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the 'Uthwatt Report' on COmpensation and Betterment of 1942. This 
report developed a curious theory of 'floating' and 'shifting' values 
which, though I doubt whether it is taken seriously by a single reputable 
economist, appears to have made a considerable impression on town 
planners and administrators. It is based on the assumption that the total 
value of all the land in a country is a fixed magnitude, independent of the 
uses to which the individual pieces of land are put, and that, in con
sequence, the control of the use of land has only 'the effect of shifting 
lap,d values: in other words, it increases the value of some land and 
decreases the value of other land, but it does not destroy land values' 
(p. 99, quoted from the Uthwatt Report). Now this is not merely, as Mr. 
Haar suggests, a theory which 'may be open to question on the ground of 
lack of empirical proof' (ibid.). It is sheer nonsense, which empirically 
could neither be proved nor disproved. There is no useful meaning of 
the term 'value' of which it could possibly be true. The situation is not 
much better with regard to the theory of 'floating value': the assertion 
that as a rule the expectation of impending development will affect the 
value of more land than will in fact be developed and increase it by more 
than the value of the actual developments. Yet even though it may 
occasionally be true that the market value of land on the margin of a 
town may be based on expectations which cannot all be valid, this surely 
is a difficulty which could be met by appropriate principles of valuation 
and which does not justify complete disregard of market values. 

All this does not mean that we want to belittle the difficulty caused by 
the fact that while the cost of planning through reducing the value of 
some land is not too difficult to recognize and the bearers of the loss 
are certain to claim compensation, the 'betterment', i.e., the increases in 
the value of land due to the same planning measures, is much more difficult 
to ascertain. Nor can there be much question that, so far as specific 
betterments of this kind are ascertainable, it is desirable that the bene
ficiaries should be made to contribute to the cost of planning in pro
portion. Thet is much to be said for taxin awa increments of land 
V'!lue which are demonstrably ue to pu c activity. In eed, of kinds 
of socialis the nationalization of land would have most to recommend 
it if it were racticable to distin . sh the value of the RiCa! 111-

deStructl e and ~~ Ewers of the soil', to whi one argu-
ment applies. ftoiili~ue whiCh the dfOrts Of the owner have con
tributed. The difficulties he!e are essentiilly of a practi@ nature: the 
impossibility of distinguishing between these tw~ parts of the value of a 
piece of land, and the problem of so adjusting rent contracts as to give 
the user of the land the appropriate inducements for investment. How-
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ever, though 'only' practical, these difficulties have nevertheless proved 
insuperable. 

In effect, this was recognized by the Uthwatt Report which, by a 'bold 
departure from precedent' on which the authors specially prided them
selves, started a new development which in the end perverted that 
reasona~ but impracticable idea of the taxation of betterment values 
into its opposite: instead of using the taxation of land values as a means 
of forcing the owners to put their land to the best use, the Town ~d 
~try pjanning Act of 1947, under the name of the Development 
Ow: Co in ect un sa, on an one uttin land to tter use, 
amounting to the whole S to erlved from it. This trans ormation 
01 the initial idea began W1 the uthwatt COmmittee's decision 'to cut 
the Gordian knot by taking for the community some fixed proportion of 
the whole of any increase in site values without any attempt at precise 
analysis of the causes to which they may be due' (p. 98, quoted from the 
Uthwatt Report). The further steps leading from this to the 1947 Act 
were that this principle, which the Uthwatt Report intended to apply 
only to as yet undeveloped land, was extended to include all redevelop
ment of land already used for non-agricultural purposes; that, instead of 
making the value at a fixed date the basis for determining the increment, 
the value of any piece of land in the particular use to which it was devoted 
at any given time became the measure of the 'gain' due to a change in that 
use-apparently even if the 'existing use value' had fallen to zero; and 
finally that, after the measure had been passed by Parliament in the 
general belief that some 75 or 80 per cent of the difference between 
the value in the old use and the value in the new use would be taxed 
away, the minister empowered to fix the percentage decided that it 
should be 100 per cent. The result is that, as the law now stands, the 
Central Land Board, entrusted with levying the development charges, 
is instructed to make it a condition for permitting any development on 
land that the whole gain derived from it be handed over to the govern
ment. It would not seem unfair to sum u this curious evolution b 

'that, since w t m1 t have made sense theoreticall roved 
pmct1 un sS! e, an since we must have . ng whatever the 
costs even onI 0 is to be eue over e st 
chaos'=e. 16~, even most nonsenS! principle, if it is only ad-
ministrauvCly easib1e. must be adopted. 

It will now be clear that what the British government has undertaken 
is no less than to remove the incentive from practically any change in 
industrial and commercial activity which involves any substantial change 
in the use of land (the exceptions are so insignificant that we can dis-
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regard them for the present purpose). This is a task which cannot 
rationally be consummated unless the government takes responsibility 
for practically all investment decisions. '!f it were to be consistently 
carried out-land elannin;& would in the end mean central direction of all 
commeraa:t ana mdus activity. No private person or corporation 
woUld have any interest in putting a piece of land to better use or in 
starting anything new on British soil, because the gain, which can only be 
obtained by using some British land for new purposes, would have to go 
to the government. Even worse is the fact that since the prospective 
value of the development must be paid for in cash before the develop
ment can be started, the risk of any uncertain venture will be greatly 
increased. Sir Amold Plant, in the address already mentioned, put it 
mildly when he concluded that the Act, in its present form, 

Thus the ground Boor of a commercial building cannot be changed oves: 
from use as an office to use as a shop, a retail shop cannot undertake new 
wholesale business, a wholesale warehouse cannot be used for light in
dustry, or "in"". sa [i.e. without previous planning permission and payment 
of development charges]. You will be pleased to know, if you have not yet 
caught up with Statutory Instrument No. 19' of 9th February, 1949, that although a shop cannot begin to serve its customers with a meal cooked on 
the premises, a restautant may now be tumed into a shop. The managements 
of our great department stores may not yet all be aware that if they inaeasc 
the proportion of their Boor space devoted to the restaurant by more than 
10 per cent, without first securing the permission of the local planning 
authority and paying any development charge demanded by the Central 
Land Board, they are apparently breaking the law. 

Any number of similar illustrations could be given from the actual 
decisions of the Central Land Board. It is one of the most serious defects 
of Mr. Haar's book that it gives scarcely any idea of what the application 
of the new law means in concrete terms. The fact is that it would no 
longer be worth while to make any changes in the use of land if the 
law were followed literally and the development charges so fixed as to 
absorb the whole advantage of the change. But it is scarcely more 
reassuring for the prospects of preserving a free society that in fact all 
future 'developments' will depend on the Central Land Board authori-
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tatively so fixing the development charges in each particular instance 
that those developments it wishes to proceed will still remain profitable 
while all others become impossible. We cannot attempt to demonstrate 
here in detail that the two magnitudes whose difference is to determine 
the development charge, the 'refusal value' (i.e., the value of a piece of 
land for which permission for af!) development is refused) and the 
'consent value' (the value of this land after permission for a particular 
development has been granted), are not objective magnitudes, ascertain
able, as the legislator believed, by 'normal processes of evaluation'. As 
there can be no longer a market for development values there will also 
exist no basis for their valuation. The fixing of the development charges 
of necessity becomes an arbi a7tait, exem t from an ob' ective test, 
an 15 un to egenerate into a process 0 ~. The American 
observer will have no difficulty in seeing where this is likely to lead when 
he reads the following remarkable paragraph from the preface to the 
pamphlet called Pra&tife Notes, in which the chairman of the Central Land 
Board announced the 'principles' which the Board proposed to follow in 
fixing development charges: 

The State now owns the value of all development rights in land. We are the 
managing agents and have to collect the additional value given to a piece of 
land by the permission given to develop it for a particular purpose. My 
colleagues and I are very conscious of the responsibilities of this new task. 
A study of these Notes will show that 'value' has many meanings and that to 
adopt one common meaning for all cases must produce absurd results in 
some. We have been given the discretion to decide which is the fairest to 
adopt in each case, and have stated some of our present views in these Notes. 
Each case, however, must depend on its own facts and a general working rule must always be variable if it does not fit a particular case. We have given 
instructions to our staff and to our advisers to suggest the fairest value 
possible for the case in question and to consider with care the views of any 
developer who takes an opposite view. We promise to try to give our own 
decisions with these points always in mind. 6 

Could the invitation to bar~ be stated in much plainer terms? 
There is indeed much that must be explained both to the British and to 

the.American public about this 'daring experiment in social control of 
the enviro~ (p. I) into which the British people appear to have 
stumbled even more unknowingly than into any of the undesigned 
institutions which grew up as the result of free development. If Mr. 
Haar's prediction be true, 'that the 'fifties in the United States will be 

I I Serill, CmJrallAnl/ Boartl, P'fIt/itl NO/If (1949) at m. 
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marked by a struggle over land planning in much the same fashion as 
public housing was the issue in the 'forties', certainly the British experi
ment should be carefully studied in this country. Mr. Haar has faithfully 
presented the legislative foundations. Perhaps, as the book appears to 
be based on a single visit to Britain in 1949, when the Act had only just 
come into force, we should not expect more than a descriptive account 
of its provisions and antecedents. We ought to be grateful to Mr. Haar 
for offering, in readable form, the essence of 'the massive document of 10 
Parts, .120 long and involved sections, subdivided into 405 subsections 
[which] runs to no less than 206 pages in the King's Printers' copy' and 
which still left 'many of the more important provisions for Regulations, 
Directions and Orders to be issued by the Minister of Town and Country 
Planning' which, even at the time of the writing of the book, had become 
more voluminous and complex than the Act itself (p. 8). Yet, convenient 
as it is to have available an intelligible account of the British arrange
ments, the concern with the administrative details tends to obscorc 
rather than point up the wider significance of the measure. Where a 
definite goal is set the technique of achieving it is a matter of legitimate 
interest. But where, as appears to be true in the present case, adminis
trative expediency and the narrow considerations of a group of specialists 
have been allowed to decide one of the most general issues of economic 
policy, exclusive concern with machinery has little value except as a 
warning. Few readers will derive from the present book the main lesson 
the British experience haS to teaCli: tJ;e acute danger that a small group of 
technical s cialists may, in suitable circumstances, succeed in . a 
demo UltO e lS on VI ew 0 those cte b it would have 
approved if they un stoo what it meant. 
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Appendix 

SCHUMPETER ON THE HISTORY OF ECONOMICS· 

Although there is no lack of histories of economics, there are few good ones and most of the latter are no more than sketches. It is, therefore, a real tragedy 
that it was not given to the late Professor Schumpeter to complete an achieve
ment for which he had almost unique qualifications. Forty years ago, after he had already established a reputation as an original theorist, he had published a 
brilliant outline of the development of economic theory which many regarded 
as the best available, but with which he himself was so little satisfied that he 
would not permit the issue of an English translation of the original German vasion. Some nine or ten years before his death in 1950 he had started on a 
zevision of this early work which gradually grew into a monumental achieve
ment of scholarship which has no equal in its field and on which he was still 
engaged at the time of his death. He had then covered almost the entire field he bad intended to treat and there are few important gaps in the version now published. But much was still in the form of first drafts and all would probably 
have undergone very careful revision. The whole is evidently based on a 
systematic examination of a range of original literature which is truly amuing in its extent; and it shows an encyclopaedic knowledge far beyond the confines of economics which is hardly less impressive. If, as no doubt the author had intended,. in the course of the revision the secondary literature had been as fully 
worked in as the originals had already been, we would have got such a hand
book of the history of economics as one would not expect from a single man 
but only &om a committee of specialists. As it was, the author's widow, herself a distinguished economist in her own right, undertook to get the manu
script ready for publication, intent to preserve it as closely as possible as her 
husband had left it. But Mrs. Schumpeter too died before the task was com
pleted and various friends and pupils of the author appear to have prepared the volume for the press. 

There are inevitably many details on which other students will disagree with 
• A review of History of ~ A!ta!1sil. by Joseph A. Scbumpetcr. Edited from Manuscript by Elizabeth Boody Scbumpetcr. New York (Oxford University Prcu); published in abridged form in TiM F""",tm. New York, 1954-
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the author, but as one reads on all such occasional misgivings pale into in
significance against the impressive nature of the general picture which emerges. 
In a short review, at any rate, it would not be appropriate to say more about 
any minor faults one could find and most of which the author himself would 
have remedied if he had lived. We shall attempt no more than to indicate what 
he aimed at and has so largely achieved. 

The book is designed as a history of the science of economics in the strict 
sense, not of the wider field of political economy. But as, more than perhaps in 
the case of any other science, the development of economics is hardly in
telligible without the political, sociological and intellectual currents which 
determined the direction of interests at different times, we are throughout 
given masterly sketches of this background which make the book much more 
than a history of merely one branch of knowledge. And although Schumpeter 
was a man of strong and highly individual and sometimes unpopular views, 
the manner in which he succeeds on the whole to keep his personal prejudices 
out is wholly admirable. Indeed, his endeavour to do justice to any genuine 
effort which in the past had not been given sufficient credit, and to find 
justification even for the less plausible arguments in the circumstances of the 
time, goes surprisingly far. To those who know his general theoretical views it 
will be no surprise to find that Quesnay, Coumot, and Walras ('so far as pure 
theory is concerned • • • the greatest of all economists') are his heroes, and 
that he rates Adam Smith, Ricardo and even Marshall decidedly lower than is 
usual. Most of this is just and all of it can be defended with good argument. A 
great merit is the proper recognition of the great role played by men like 
Cantillon, Senior, and BOhm-Bawerk, and compared with this the occasional 
cavalier treatment of some secondary yet still not unimportant figures like 
Robert Torrens is a minor matter. Even the great attention given to Karl 
Man is probably justified, if not by any important contribution he made to 
economic theory, yet by the influence he has exercised and by his early efforts 
to work sociological considerations into economic analysis-which is 
evidently the aspect of his work which appealed to Schumpeter. Indeed the 
fact that Schumpeter himself was at times almost as much interested in 
sociology as in pure economics has contributed a gOod deal to the character of 
this last work, some .parts of which are fascinating essays in the sociology of 
science. They are stimulating even where one cannot entirely agree. Readers 
of this journal will probably be irritated hy the n9pwssaq if not con
tern tuous manner in which Schum ter usuall refers to nineteenth-cen 
li . m. indiVIdualism, and 'laissez &ire'. But they should remember that it 
comes from an author who knew as wen as anybody 'that capitalist evolution 
tends to peter out because the modern state may crush or paralyse its motive 
forces', yet who also seems to have had an irrepressible urge to lpal,r "I 
bOllrgeois. 

With its over 1,%00 closely printed pages this is not likely to be a popular 
book, though it is so well written that it should give pleasure not only to the 
specialists. This is not to say that it is an easy book, or suitable for the kinder-
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THE WEBBS AND THEIR WORK* 

• A review 0(0",. Parlwrship. by Bcatricc Webb. Edited by Barbara Drake and Margaret 
I. Cote. London: Longmans. Green and Co •• 1948; published in Bmwmitll. August '948. 
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and because they were always ready to provide articles and memoranda to be 
used in somebody else's name, that their 'behind the scenes intcllcctualleader
ship' (p. 116) was so effective. There can indeed be few important organs oftbC 
period, from the ChllrGh Ti11l1S and the Christian World to the DaiIJ Mm/, which 
did not, at one time or another, carry unsigned articles by the Webbs (pp."JO, 
2. 57), written, if cxpccliency demanded it, in 'our best style of modest moder
ation' (p. 45 5), and some papers like the ManGlNsl,r GlIIZrJian and the &IJfJ they 
came to regard as 'practically our organs' (p. 145). They kept the London 
School of Economics 'honestly non-partisan in its theories' (p. 2. 30) and valued. ., 
its continued prosperity 'so long as it remains unbiassed and open to collcc:tiviat 
tendencies' (p. 463), not in spite but because of the fact that they saw in it the 
centre 'from which our views will radiate through personal intercourse' (po 
94). It was part of a scheme which made them 'feel assured that with the School 
as a teaching body, the Fabian Society as a propagandist organization, the 
L.C.C. Progressives as an object lesson in electoral success, our books as the 
only [siG] elaborate original work in economic fact and theory, no young man 
or woman who is anxious to study or to work in public affairs can fail to come 
under our influence' (p. 145). Towards the end of the period covered by the 
volume Mrs. Webb was indeed justified in looking forward with confidence 
to the day when 'hosts of able young men, well trained in Fabian economics 
and administrative lore, will be crowding into the politiCal arena' (p. 4~). 

'Behind the scenes' was also the keynote of their direct influence on cuaent 
politics during the period covered by the volume. (It deals with the ycan 
189%-191 I, but the last chapter on 'The Plunge into Propaganda, I909-I9U ' 
is rca1ly concerned with what is the beginning of the next phase of their lifc.) 
Past masters in the art of wire-pulling, of 'manipulating', and '-to speak 
plainly-of intrigue' (p. 2.59), they knew how to get the most out of the 
personal contacts for which their social standing provided the opportunity. 
IVs a curious irony that the circumstances which gave the two people the 

wer to contnbute so muCh towardS the destruCtlon of the ca italiSt 
e co ext8t 0 . n that civilizatio an 

in the of soci for which the ho ed no rivate ons could' 
similar influence towar its change. t was e lOcompara e uxury of free.. 
dom from an care for oursdves' (p. 2.45), provided by an independent income 
of £ 1,000 a year, which not only enabled them to devote themselves wholly to 
the chosen task, but also to employ all the arts of hospitality and to use all the 
opportunities of social intercourse with the great in the service of their ideals. 
Even today it is already difficult to appreciate the opportunities which such an 
income afforded forty or fifty years ago. In the famous ten-roomed house at 
41 Grosvenor Road, which they occupied for forty years and ran with two 
maids, they were for years able to have twelve persons for dinner most weeks 
(p. 304. cf. p. 339) and to give from time to time receptions for sixty to eighty 
people. When a person they wanted to use proved recalcitrant he would be 
asked to dine with a 'carefully selected party' (p. 334). 'A brilliant little 
luncheon, typically of the "Webb" set', might consist of Dr. Nansen (now 
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Norwegian Minister), Gcrald and Lady Betty Balfour, the Bcmard Shaws, 
Bcrtrand Russell, Mastcrman and Lady Desborough typical in its mixture of 
opinions, classes, interests' (p. 375). Yet to Mrs. Webb this income seemed 
'not much more than a livelihood and working expenses' (p. 339) and only 
occasionally, as when she smiles at staying 'in the cottage of the millionaire 
while composing this great collectivist document' (the Minority Report of the 
Poor Law) (p. 4I2.), or when, before their world tour in 1898, she is 'revelling 
in buying silks and satins, gloves, underclothing, furs and everything that a 
sober-minded woman of forty can want to inspire Americans and colonials 
with a true respect for the refinements of collectivism' (p. 146), some sense of 
the incongruity of this shows itself. 

Onc may doubt whether any of their contemporaries fully realized the 
extent of their influence in a world where, as Mrs. Webb noted in her diary, 
'every politician one meets wants to be coached-it is really quite comic-it 
seems to be quite irrelevant whether they are Conservatives, Liberals or Labour 
Party men' (p. 40%). What Mrs. Webb calls with some satisfaction 'perhaps the 
dcvcrcst caricature-about 1900- • • • a picture of Balfour and Asquith 
bobbing up and down at the end of wires handled by the "wily Fabian" , 
(p. 7) at the time probably seemed an exaggeration; it hardly does so to the 
reader of Otir Parlllership. 

The book is, perhaps inevitably, least informative on what was certainly 
Ma. Webb's main occupation during the period covered-their research. We 
do not learn much about their conception of 'the scientific method pure and 
undc6lcd' (p. 2.09) which they feel they are practically the first to apply to 'the 
cstablishmcnt of a science of society' (p. 170), or about the nature of 'the sound 
ICicnc:c of social organization' at which they aimed. But one need perhaps not 
be IUlpriscd that they felt in retrospect that 'every discovery in sociology ••• 
has strengthened our faith' (p. 16). Certainly, when Mrs. Webb is appointed a 
member of the Poor Law Commission, strategy and research become curiously 
intrrminglcd: 'Fortunatdy, we have already discovered our principles of 1907, 
and wc have already devised our scheme for reform. What we are now manu
&c:turing is the heavy artillery of fact that is to drive both principles and 
acbcmehome' (p. 399). On one occasion Mrs. Webb confesses to 'more or less 
engineering the evidence in my direction' (p. 370) and on another of practising 
'tacit deception' on her colleagues on the Commission by carefully selecting 
those parts of a correspondence which she thought suitable for them to see, 
'without, be it added, in any way giving the Commission to understand that I 
had sent them the whole or the part' (p. 393). When after that one finds Mrs. 
Webb complaining about the 'packed Commission' (p. 381) one cannot but 
sympathize a little with the 'rude ejaculations' of one of her colleagues whom 
she heard saying 'what cheek!' while she questioned a witness (p. 377). 

Even with this intimate record of the singularly happy partnership before 
us, 'The Other One' remains a curiously impersonal and shadowy figure 
whose only distinct trait seems perfect mental efficiency and balance. Sidney 
Webb has often been described as the prototype of the Commissar, and the 
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description in the diary as a man who 'has no kind of qualms', who is 'selfIcu' 
and 'has a robust conscience', confirms this just a little. But it is the pictwe of a 
very urbane kind of Commissar which emerges and certainly not of a f'aoatic. 
One does not feel. so certain on the last point about Mrs. Webb herself. She 
describes herself as 'conservative by temperament, and [in her youth] anti
democratic through social environment' (p. 361). 'Authoritarian' would 
probably have been a better term. With her the belief in the 'wholesale and 
compulsory management' by the expert (p. 110), in the ' "higher freedom" of.' .. ' 
corporate life' (p. 1U) is a passion, and the dislike of all views, but paJ:UOIWUIlY

Gladstonian Liberalism, which 'think in individuals', is a real hatred. It is 
expediency which prevents her from attacking 'individualism, or, as we -
to call it, anarchy, in its stronghold of _the home and family' (p. 84). and her . 
craving for a ' "Church", a communion of those who hold the faith' (p. 366-7.) 
the desire for 'constructing a party with a religion and an applied science' (p. 
471), fit as well into this fundamentally totalitarian attitude as her peaonal 
ascerlsm which makes her see sins in 'all my little self-indulgences-the cup -. 
of tea or occasional coffee after a meal' (ibid.). -

HARROD'S LIFE OF KEYNES* 

As a biography of a contemporary figure published within five yeam of hiJ.·. 
death, this monumental life of Lord Keynes is a remarkable . 
Written by one of his closest friends and most fervent admirers, it giva 
sympathetic yet unsparingly honest picture of one of the most influential 
colourl'ul minds of his generation. It is based on a thorough crumjoation 
the great mass of private and official documents which are available and giva 
a vivid picture of the background against which the career of Keynes must be 
seen. 

The profound influence which he exercised on the development of ideas, . 
the role he played in English public life, and the part he took in his last years 
in Angle-American relations make the book a major contribution to the 
history of our time. The almost unbelievable variety of Keynes' activities and 
interests made such a biography a task of unusual difficulty. But Mr. Harrod 
was in most respects almost ideally qualified for it. He shared many of 
Keynes's interests, had followed him both in his theoretical work and in some 
of his more practical activities, and had personally known most of the circles 
in which Keynes had moved in his earlier years. He writes an easy and lucid 
style and succeeds in making intelligible to the layman even some of the 
intricacies of Keynes' contributions to economic theory. 10 places one might 

* A review of TIN Ufo of JoIm Maytrart/ Kpl, by R. F. Harrod. New York: Harcourt, 
Brac:cand Company, I9SI; published in TINJOIII7ItI! of MoWn Hil/ory, XXIV/a, June J9Sa. 
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wish that there were less argument or attempts to defend and justify and more 
ofKeynes' own informal accounts of the working of his mind. But although 
Mr. Harrod reproduces part of many interesting letters which whet the 
appetite for more, one gathers that the greater part of Keynes' correspond
ence will not be suitable for publication during the lifetime of his con
tanporaries. 
~ one may think of Keynes as an economist, nobody who knew 

him will deny that he was one of the outstanding Englishmen of his generation. 
Indeed the magnitude of his influence as an economist is probably at least as 
much due to the impressiveness of the man, the universality of his interests, and 
the power and persuasive charm of his personality, as to the originality or 
tbcotetical soundness of his contribution to economics. He owed his success 
Iatgelyto a rare combination of brilliance and quickness of mind with a mastery 
of the English language in which few contemporaries could rival him and, 

_ what is not mentioned in the Lift but to me seemed always one of his strongest 
. usets, a voice of bewitching persuasiveness. As a scholar he was incisive 

Dtber than profound and thorough, guided by a strong intuition which would 
make him try to prove the same point again and again by different routes. It is 
DOt surprising that a man who at one stage was able to divide his time between 
teaching economics and conducting a ballet, financial speculation and collect
ing pictures. running an investment trust and directing the finances of a 
Qmbridge College, acting as the director of an insurance company and 
pactica1ly running the Cambridge Arts Theatre and attending there to such 
deIaiJs as the food and wine served in its restaurant, should show sometimes 
I1JtPldmjt lack of knowledge on subjects where his predominantly aesthetic 
'JYI_ItbiIe8 had not been aroused. While, for instance, his book-collecting 
ICtitvities had given him a rare knowledge of the intellectual history of the 
MYeDteCnth and eighteenth centuries, his knowledge of nineteenth-century 
lUatoty and even of the economic literature of that period was somewhat 
meape. He was able to master the essential outlines of a new subject in a 
a:markably short time: indeed, he seems to have turned himself into an 
economist, after a university course in mathematics, in the course of little 
mote than two years filled with many other activities. The result of this, 
however, was that the scope ofhis knowledge remained always not only some
what insular but distinctly <Cambridge'. He had been unusually fortunate in 
his background, his early associates, and the group with which he spent his 
formative years. And he seems to the end ofhis life to have regarded the views 
and the outlook of that particular set as the highest flower of civilization. 

Although by disposition the young Keynes was a characteristic rationalist 
radical of his generation, the kind who fdt that it was their vocation 'to judge 
all things anew' (p. 77), a member of a group who were convinced that only 
they 'knew the rudiments of a true theory of ethics' (p. 114). and who in 1918 
described himself as a bolshevik who was not sorry to watch 'the disappear
ance of the social order as we have known it hitherto' (p. 11 3), as an economist 
he was even at the time when he achieved international fame an old-fashioned 
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liberal. In his celebrated articles in the Manthest,r GllarJian COlll1l1ertial in 19u 
and 19u he still defended free trade, the international gold standard, and the need for more saving. There is some reas~n to doubt whetJ:ter he ever ~Y understood the classical theory of internatlonal trade on which that position 
was largely based (even Mr. Harrod has. to admit, in another co?Dectio~ p. 4~ 3, that 'he was himself in some confus10n ~bout what the class1cal ~SltiOn really was') and it would probably be poss1ble to tra~ much of his .later developments from certain questionable arguments which he had effectively 
employed in this field in a good cause in his Econo1l1it Cons'qtllnt,s of the P,iHI 
(1919)' The great change came before the Great Depression, about the time of 
Great Britain's return to the Gold Standard in 192~. His own explanation of why he had become convinced of Th, End of Laimt Fair, (1927) is, as Mr. Harrod also seems to feel, really appa1lingly thin and flimsy. But there can be 
little doubt that with his new beliefs in a managed currency, in controlled investment, and in cartels, he became, together with his great antagonist 
Lloyd George, the main author of the conversi~n of the ~ritish Liberal Party to the semi-socialist programme expounded tn the Liberal Yellow Book 
(Britain's IndttttritzJFllhIr" 1927)(PP· 392-3). . . Mr. Harrod takes some pains to defend Keynes agatnst the charge of tn-
consistency. In this he seems to me not to be very. successful. ~ere~, un
doubtedly, a continuity of development and a pers1Stence of ult1mate atm. But there was also in Keynes a certain puckish delight in shocking his contem
poraries, a tendency to overstate his disagreements wi~ current views, and a 
fondness for stressing his broadminded understanding of the more le
volutionary attitudes, which is not very compatible with ~onsi.stency. Again 
and again he would surprise his friends by an argument ~hich did not ~ to agree with his public pronouncements. I remember parttcu1arly one occwon which well illustrates this. He had not long before coined the phrase of the 
'euthanasia of the rmlilr', and in a deliberate attempt to draw him out I took 
the next opportunity in conversation to stress the importance which the man of independent means had had in the English political tradition. Far from 
contradicting me, this made Keynes laU?ch int~ a long e~?ID: of the ~le 
played by the propertied class, wi~.~! lllustratlon~ of th~ tn~pensability for the preservation of a decent avilizatlon. P~rhap.s It was ~ gift for phrasemaking which made him so often overstate his potnt. Certainly such phrases 
as the 'humbug of finance', 'the end of laissez &ire', and 'in the long run we are 
all dead' must have often recoiled against their author when he was in a more conservative mood. Even his greatest admirers must have winced a little when 
in 1933 he chose a German periodical to praise 'National Selfsufficieocy' ('Nationale Selbstgeniigsamkeit', Sthlllolkrs ]ahrbl«h, VoL 57) and one can 
only wonder what he can have meant when, three years later in his preface to the German translation of the General Theory of Employ1lllllt, Intlrlst, and MottIy, 
he commended the book to its readers on the ground that 'the theory of pro
duction as a whole which is the goal of this book can much more easily be adapted to the conditions of a total state' than is true of the competitive' 
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theory. Mr. Harrod stresses that towards the end of his life there was some 
return to free trade views, and some of his occasional utterances seem to 
suggest this. But as late as October 1943 he had still stressed that the future seemed to him to lie with '(i) State trading for commodities; (ii) International cartels for necessary manufactures; and (ill) Quantitative import restrictions 
for non-essential manufactures'. 

It is perhaps significant that Keynes hated to be addressed as 'Professor' (he 
never had that title). He was not primarily.a scholar. He was a great amateur in 
many fields of knowledge and the arts; he had all the gifts of a great politician 
and political pamphleteer; and he knew that 'the ideas of economists and 
political philosophers, both when they are right and when they are wrong, are more powerful than is generally understood. Indeed the world is ruled by 
little else' (GllUral Th,ory, etc., p. 338). And as he had a mind capable of re
casting, in the intervals of his other occupations, the body of current economic theory, he more than any of his compeers had come to a1fect current thought. 
Whether he was right or wrong only the future will show. There are some who £ear that if Lenin's statement is correct, of which Keynes himself has reminded us (p. 273), that the best way to destroy the capitalist system is to debauch the 
currency, it will be largely due to Keynes' influence if this prescription is 
followed. 

Mr. Harrod is very frank about Keynes' temperamental shortcomings, not 
only 'his minor failings-impetuosity, change of view, speaking beyond his 
book' (p. 373), but also about his strong propensity to gamble, his ruthlessness and occasional rudeness in discussion ('all seemed fair to him in controversial watfare'-p. 3~9), his tendency to 'cultivate the appearance of omniscience' (p. 468) and of 'always being ready to guess a figure to illustrate a point' (p. ,07). It may be doubted whether 'his flair for "global" estimates' (p. 219) which, owing not least to his influence, has now become the fashion, and his general habit of thinking in terms of aggregates and averages, have been beneficial to the understanding of economic phenomena. Economic activity is 
not guided by such totals but always by relations between different magnitudes, and the practice of always thinking in 'global' totals can be very misleading. 
In at least one instance his later arguments against orthodoxy were largely directed against a view which few reputable economists except he himself had 
ever advocated: against the demand for an all-round cut of wages and salaries 
to meet unemployment (pp. 361-2). Much of the confusion about the effects of 
wage reductions has been caused by the fact that Keynes himself was always 
thinking in terms of a general wage cut, while the argument of his opponents was in favour of allowing some wages to fall. 

Perhaps the explanation of much that is puzzling about Keynes' mind lies 
in the supreme confidence he had acquired in his power to play on public opinion as a supreme master plays on his instrument. He loved to pose in the role of a Cassandra whose warnings were not listened to. But in fact his early 
success in swinging round public opinion about the peace treaties had given him a probably even exaggerated beliefin his powers. I shall never forget one 
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FREEDOM AND COERCION 

Some Comments on a Critique 
by Mr. Ronald Hamowy* 

In his review of TIN Constil1ltiOll of Liberryt Mr. Hamowy has raised points 
which are both important and difficult. In the space available I cannot attempt 
a complete answer but must concentrate on the chief problems. Before I turn 
to these I must, however, clear up a misunderstanding. 

It was not the main thesis of my book that 'freedom may be defined as the 
absence of coercion'. Rather, as the first sentence of the first chapter explains, 
its primary concern is 'the condition of men in which coercion of 80me by 
others is reduced as much as is possible in society'. I believe I am etymologicaUy 
correct in describing such a state as one of liberty or freedom. But this is a 
secondary issue. The reduction of coercion appears to me an objective of the 
first importance in its own right and it is to this task that the book addresses 
itself. 

I sympathi%e with Mr. Hamowy's disappointment about my admission that I 
know of no way of preventing coercion altogether and that all we can hope to 
achieve is to minimize it or rather its harmful effects. The sad fact is that 
nobody has yet found a way in which the former can be achieved by deliberate 
action •. Such a ha state of ect freedom as I should call it mi ht 
conceivably attain 10 a SOCIety W ose members StrictI 0 served a moral 

pro 1t1ng ow ow we can pr uce IU a state 

* Reprinted from TIN N"" I~I Rni,." published by the University of CUcago OIaptcr or the Intcrco11cgiate Society or Individuali&ta, V 01. I, No. I Summer 1961. . 1 N"" ltuJimJwJlisl R.mnI, Aprill!)6I, pp. 28-31. 
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Freedom and Coerdon 
for is to create conditions in which eo le are reve~<!frop1 

o e from coercin others IS to coerce 
re u or made ess _Jlt nOt'COtite1 e1imlQat ow we can uce it d ds in art o~circiq,

stances w are not 10 the control of that organ of deliberate actionwhicllwe cil1 government. It 18 at least posslble (to mentlon an extreme case which is the 
cause of one of Mr. HamoWY'1 chief complaints) that the use of so severe a 
form of coercion as conscription may be necessary to ward off the danger of 
worse coercion by an external enemy. I believe that the Swiss owe a long period 
of unusual freedom precisely to the fact that they recognized this and acted 
upon it; while some other countries protected by the sea were not under this 
unfortunate necessity. Where it exists the closest possible approach to perfect 
freedom may be much further from the ideal and yet the closest which can be 
achieved. 

The two crucial issues which Mr. Hamowy raises concern, however, the 
definition of coercion and the practical means of limiting it. On the first his 
objections rest on a misunderstanding for which my exposition is perhaps 
partly responsible. I certainly did not intend to represent as coercion every 
dwlge in a person's environment brought about by another with the intention 
ofinducing the first to take some action beneficial to the second. Though both the ibility for the coercer to foresee the action of the coerced,ar:.td ~e 

I estre to no out s actton, are wre, e are not su Clent. 
To constitute coeraon It is necessary that the action of the coercer s 0 Cl 
p.!! the coetted 10 a posItion whiCh he regardS as worse than that 10 whiCh_n,e woUld have &en wtthout that actton. (That was the meaning of the repeated 
empbaSis in my bOOk on the threatened harm.) Surely no change in the 
environment of a person which merely adds to his previously existing range of opportunities an additional one can without violence to language be called 
c:oetcion. However certain I may be that somebody will be glad to buy from 
me a commodity ifl offer it to him at a certain price, and however much I may gain from the sale, it would be ridiculous to suggest that I have coerced him by 
an oif'er which he regards as a clear advantage. 

Normally, therefore, the terms on which somebody is prepared to render 
me services cannot be regarded as coercion: however important the service in 
question may be to me. so long as his action adds to the range of my choice 
something which 1 desite and which without his action would not be a~ble 
to me, be plaas me in a better position th2n that in which I would be without 
his action-however high the price he makes me pay. 

There seem to me, however, to exist cases which are superficially similar yet 
have to be judged differendy, though the exact distinction may be difficult to 
draw. The instance I discuss in my book is the situation in which somebody has acquired control of the whole water supply of an oasis and uses this 
position to exact unusual performances from those whose life depends on 
access to that water. Other instances of the same kind would be the only doctor 
available to perform an urgent life-saving operation and similar cases of rescue 
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in an emergency where special unforeseeable circumstances have placed into a 

single hand the power of rescue from grave danger. They are all instances 

where 1 should wish that those in whose hands the life of another is placed 

should be under a moral and legal obligation to render the hdp in their power 

even if they cannot expect any remuneration-though they should of course be 

entitled to normal remuneration if it is in the power of the rescued. It is 

because these services are regarded as rights to be counted upon that a refusal 

to render them except on unusual terms is justly regarded as a harmful 

alteration of the environment and therefore as coercion. That in such instances 

the unlimited control of his ro has to 've wa is 

o octrioe: sce David Hume's discussion the lapse of the 

r;;;;;;;J; of property under the conditions Of absolute sc:an:ity in a state ot 

sie~ 
;-second cbiefissue on which Mr. Hamowy dissents is the practical one of 

the manner in which the power of coercive action by government can be so 

limited as to be least harmful. Since government needs this power to prevent 

coercion (and fraud and violence) by individuals, it might at first seem as if the 

test should be whether it is in the particular instance necessary for that pur

pose. But to make necessity for the prevention of worse coercion the criterion 

would inevitably make the decision dependent on somebody's discretion and 

thereby open the doors to what has long been recognized as one of the moat 

harmful and obnoxious forms of coercion, that dependent on some other 

man's opinion. While we want to allow coercion by government only in 

situations where it is necessary to prevent coercion (or violence, etc.) by 

others, we do not want to allow it in all instances where it could be pretended 

that it was necessary for that purpose. We need therefore another test to ~ 

the use of coercion indnnatent of inar-vidual Will: It is the diStinttb:! 
mark of the Westem potL tradition that for thiS putpose COCicion 

confined to instances where it is required by general abstract rules, known 

@otelWid and eguany aj)i)li<iblC&a.!l It is true that this by itsdf would not 

confine coercion to instances where it is necessary to prevent worse coercion; 

it leaves open possibilities of enforcement ofhigbly oppressive rules on some 

dissenting group, especially in the fidd of religious observance, and perhaps 

also in such restrictions on consumption as Prohibition-though it is very 

questionable whether the latter kind of restrictions would ever be imposed if 

they bad to take the form of general rules from which no exceptions could be 

granted. Yet combined with the requirement that such general rules authoriz

ing coercion could be justified only by the general purpose of preventing 

worse coercion, etc., this principle seems to be as effective a method of 

minimizing coercion as mankind has yet discovered. It certainly seems to me 

the best protection yet devised against that administrative despotism whiCh is 
the greatest danger to lOChVlduat libCrti tOdlij. 

[~SO ] 

• .' 

• . ' 

• . ' 

• . ' 


	cap1
	Hayek_Studies_in_philosophy_and_economics 1
	Hayek_Studies_in_philosophy_and_economics 2
	Hayek_Studies_in_philosophy_and_economics 3
	Hayek_Studies_in_philosophy_and_economics 4
	Hayek_Studies_in_philosophy_and_economics 5
	Hayek_Studies_in_philosophy_and_economics 6
	Hayek_Studies_in_philosophy_and_economics 7
	Hayek_Studies_in_philosophy_and_economics 8
	Hayek_Studies_in_philosophy_and_economics 9
	Hayek_Studies_in_philosophy_and_economics 10

	cap2
	cap3
	cap4
	cap5
	cap6
	cap7
	cap8
	cap9
	cap10
	cap11
	cap12
	cap13
	cap14
	cap15
	cap16
	cap17
	cap18
	cap19
	cap20
	cap21
	Hayek_Studies_in_philosophy_and_economics 34
	Hayek_Studies_in_philosophy_and_economics 35
	Hayek_Studies_in_philosophy_and_economics 36

	cap22
	Hayek_Studies_in_philosophy_and_economics 27
	Hayek_Studies_in_philosophy_and_economics 28
	Hayek_Studies_in_philosophy_and_economics 29
	Hayek_Studies_in_philosophy_and_economics 30
	Hayek_Studies_in_philosophy_and_economics 31
	Hayek_Studies_in_philosophy_and_economics 32
	Hayek_Studies_in_philosophy_and_economics 33

	cap23
	Hayek_Studies_in_philosophy_and_economics 24
	Hayek_Studies_in_philosophy_and_economics 25
	Hayek_Studies_in_philosophy_and_economics 26

	cap24
	Hayek_Studies_in_philosophy_and_economics 21
	Hayek_Studies_in_philosophy_and_economics 22
	Hayek_Studies_in_philosophy_and_economics 23

	cap25
	Hayek_Studies_in_philosophy_and_economics 11
	Hayek_Studies_in_philosophy_and_economics 12
	Hayek_Studies_in_philosophy_and_economics 13
	Hayek_Studies_in_philosophy_and_economics 14
	Hayek_Studies_in_philosophy_and_economics 15
	Hayek_Studies_in_philosophy_and_economics 16
	Hayek_Studies_in_philosophy_and_economics 17
	Hayek_Studies_in_philosophy_and_economics 18
	Hayek_Studies_in_philosophy_and_economics 19
	Hayek_Studies_in_philosophy_and_economics 20

	app



