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Vorwort

Die Entwicklung in den Wirtschaftswissenschaften nach dem Zweiten
Weltkrieg ist durch eine stark zunehmende Internationalisierung gekenn-
zeichnet, die in hohem Mafe zugleich eine Amerikanisierung ist. Diesem
Prozess der Amerikanisierung war insbesondere auch die westdeutsche
Volkswirtschaftslehre nach 1945 ausgesetzt. Dabei war der Wissenstransfer
tiber den Nordatlantik vor allem im Zeitraum zwischen 1871 und dem Ers-
ten Weltkrieg in umgekehrter Richtung verlaufen. In dieser Zeit wurde die
Humboldtsche Universitidt mit ihrer Unabhdngigkeit und Forschungsorien-
tierung zum Modellfall fiir die USA. Dies kam am explizitesten in der 1876
gegriindeten Johns Hopkins University in Baltimore, der ersten Graduierten-
schule Amerikas, zum Ausdruck, aber auch in der Ehrendoktorwiirde, die
die Harvard University 1906 Friedrich Althoff verlich, der von 1882 bis
1907 der fihrende Verwaltungsbeamte fiir die Wissenschaften in Preuflen
war. In dieser Zeit nahm die internationale Anerkennung deutscher Wissen-
schaft und ihrer Gelehrten rapide zu, was dazu fiihrte, dass junge aufstre-
bende Akademiker aus den USA zunehmend nach Deutschland gingen. Dies
galt auch in den Wirtschaftswissenschaften, wo vor allem Karl Knies in
Heidelberg und Johannes Conrad in Halle neben der Berliner Universitit
Gravitationszentren fiir Nachwuchsdkonomen aus den USA wurden.

Der Einfluss der deutschen historischen Schule auf amerikanisches Wirt-
schaftsdenken ist in fritheren Studien von Dorfman (1955) und Herbst
(1965), aber auch in jiingeren Arbeiten von Schmalz (1998) und in einer
detailreichen Studie fiir das Gebiet der Finanzwissenschaft von Schulz
(2013) eingehend analysiert worden. In den letzten drei Jahrzehnten hat sich
die einschliagige wirtschaftswissenschaftliche Forschung in Europa vor al-
lem mit dem Prozess zunehmender Amerikanisierung beschéftigt. Dies war
Anlass fiir den Ausschuss fiir die Geschichte der Wirtschaftswissenschaften,
sich intensiver mit ,,beiden Seiten der Medaille®, d.h. deutschen Einfliissen
auf amerikanisches wirtschaftswissenschaftliches Denken und amerikani-
schen Einfliissen auf deutsches wirtschaftswissenschaftliches Denken, sowie
den Ursachen der Schwerpunktverschiebung auseinanderzusetzen.

Eine erste griindliche Debatte fand auf der 26. Jahrestagung vom 20.—
22. Mai 2005 an der American Academy in Berlin, einem thematisch kon-
genialen Ort, statt, die von Irwin Collier hervorragend organisiert war. Dies
war zugleich die letzte Tagung, an der Mark Periman (1923-20006), der
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liebenswerte und duBerst kenntnisreiche Griinder des Journal of Economic
Literature und Mitgriinder der International Joseph A. Schumpeter Society
und des Journal of Evolutionary Economics, teilnehmen konnte. Dieser
Band beginnt mit den sechs Vorlesungen zum Aufstieg und zur Entwicklung
des amerikanischen Universitdtssystems, die Perlman kurz vor seinem Tod
in Pittsburgh gehalten hat und die hiermit erstmals verdffentlicht werden. Es
ist insbesondere die vierte Vorlesung, in der Perlman ndher auf die Trans-
formation der deutschen Tradition auf die Graduiertenausbildung in den
USA eingeht.

Im zweiten Beitrag befasst sich Helge Peukert mit Richard T. Ely (1854—
1943), der 1879 von der Universitdt Heidelberg promoviert wurde, wo er
stiarker von Knies beeinflusst wurde. Ely initiierte zusammen mit Francis A.
Walker im Sommer 1885 ein Treffen von Okonomen, das noch im selben
Jahr nach dem Vorbild des Vereins fiir Sozialpolitik zur Griindung der Ame-
rican Economic Association fiihrte, deren erster Sekretidr (bis 1892) und
spiterer Prisident (1900-1902) er wurde. Diese Okonomen, zu denen auch
Henry Carter Adams, Edwin R. A. Seligman und John Bates Clark gehorten,
kamen vorwiegend von der Johns Hopkins University und der University of
Wisconsin in Maddison, wo Ely selbst von 1881-92 bzw. 1892-1925 Pro-
fessor war. In Wisconsin war John R. Commons sein wichtigster Schiiler,
der zusammen mit Ely die Schule der Wisconsin Institutionalists griindete,
zu denen auch Mark Perlmans Vater Selig Perlman (1888—1959) als bedeu-
tender Arbeitsdkonom gehorte, dessen klassische Studie A Theory of the
Labor Movement (Perlman 1928) einen starken Einfluss auf die amerikani-
sche Gewerkschaftsbewegung ausiibte.

Im nachfolgenden Beitrag setzt sich Erich W. Streissler kritisch mit der
Grenzproduktivitétstheorie der Verteilung von John Bates Clark (1847-1938)
auseinander. Clark, der 1894 nach Walker (1886-92) und Charles Dunbar
zum dritten Prasidenten der American Economic Association gewéhlt wur-
de, hatte ebenfalls von 1873-75 gut zwei Jahre bei Knies in Heidelberg
studiert. Schumpeter, der sich frith mit Clark auseinandergesetzt hatte, der
in seinem Hauptwerk The Distribution of Wealth. A Theory of Wages, Inter-
est and Profits (1899) das Theorem der Grenzproduktivitit von Arbeit,
Boden und Kapital zum allgemeinen Erkldrungsprinzip fiir die Einkom-
mensverteilung in allen Volkswirtschaften ausgebaut hatte, erkannte in
Clark den ,,master of American marginalism“ (Schumpeter 1954, S. 868 f.).
Streissler gelangt in seiner kritischen Analyse dieses Apostels des Margina-
lismus, der aufzeigen wollte, dass die Einkommensverteilung der Gesell-
schaft durch ein natiirliches Gesetz geregelt wird und damit die Grenzpro-
duktivitédtstheorie anwandte, um eine ethische Rechtfertigung fiir die funk-
tionelle Einkommensverteilung zu liefern, hingegen zu einem negativen
Gesamturteil. Zurecht betont Streissler dabei, dass die analytische Leistung
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Clarks in der Fundierung der Grenzproduktivititstheorie nicht an die seiner
europdischen Kollegen Wicksteed und vor allem Wicksell heranreicht.

Nicholas W. Balabkins geht in seinem Beitrag auch auf den bekannten
Beitrag von Henry W. Farnam (1908) zu den deutsch-amerikanischen Be-
ziehungen in der Volkswirtschaftslehre fiir die Schmoller-Festschrift ein, der
auf der Auswertung eines Fragebogens beruhte, den Farnam an 126 Wirt-
schafts- und Sozialwissenschaftler verschickt hatte, von denen mehr als 90
Prozent antworteten. Davon hatten liber die Halfte in Deutschland studiert,
wo 32 von ihnen promoviert wurden. Der Fragebogen umfasste die vier
folgenden Fragen.

1. Have you studied economics in Germany? If so, during what years?

2. Did you take your Doctor’s degree, either in economics or in cognate subjects,
in Germany? If so, in what years?

3. What German economists did you consider your principal teachers?

4. Whether or not you pursued economic studies in Germany, please indicate
briefly in what respects you are conscious of having been influenced in your
thought or methods by German economists.

Farnam, der 1912 Président der AEA wurde, beantwortete die von ihm
gestellten Fragen selbst wie folgt:

1. 1875-1878

2. 1878: Straflburg

3. Schmoller, Knapp, Wagner
4

. Influenced in direction of work, especially in having my attention drawn to
social problems. Never agreed to Schmoller’s idea that there are not general
laws in economics, but got much stimulus from him.

Wihrend der fiir diesen Band verfasste Beitrag von Balabkins nicht auf der
Berliner Tagung présentiert wurde, hielt Jiirgen Backhaus dort einen Vortrag
iiber Schmollers amerikanischen Studenten William Edward Burghardt Du
Bois (1868-1963), der nach seinen Studien an der Harvard University von
1892-94 in Heidelberg bei Max Weber und in Berlin bei Schmoller und
Treitschke studierte und nach seiner Riickkehr in die USA 1895 von der Har-
vard University als erster Afroamerikaner mit einer Arbeit tiber den trans-
atlantischen Sklavenhandel promoviert wurde. Du Bois wurde spéter ein fiih-
render Vertreter der schwarzen Biirgerrechtsbewegung in den USA.

Die beiden nachfolgenden Beitrdge von Hansjorg Klausinger und Harald
Hagemann beziehen sich vor allem auf den Zeitraum von 1933-45, in dem
der bereits wahrend und nach dem Ersten Weltkrieg einsetzende internatio-
nale Bedeutungsverlust deutschsprachiger Wissenschaft rapide akzelerierte.
Klausinger konzentriert sich in seiner Analyse der kritischen bis feindlichen
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Haltung der in die USA emigrierten dsterreichischen Okonomen zu der New
Deal-Politik von Prisident Roosevelt vor allem auf die drei fiihrenden Ver-
treter Fritz Machlup, Gottfried Haberler (zu dem Irwin Collier auf der
Berliner Tagung einen erhellenden Vortrag ,Europe lost — America gained*
gehalten hatte) und Oskar Morgenstern. Er beleuchtet dabei facettenreiche
Meinungsunterschiede, die auf Aufldsungserscheinungen der Osterreichi-
schen Schule unter den Bedingungen der Akkulturation in den USA hinwei-
sen. Wihrend Machlup, ebenso wie die erst spiter 1940 bzw. 1950 in die
USA kommenden Mises bzw. Hayek, sich strikt gegen eine Reflationspolitik
exponierte, wie sie z. B. von Irving Fisher vertreten wurde, fallt die Position
von Haberler moderater aus, obwohl auch er der 6sterreichischen Konjunk-
turtheorie nahestand. Morgenstern dagegen war ,,the odd man out“, der sich
schon in Wien kritisch gegen das Konzept der durchschnittlichen Produk-
tionsperiode gewandt hatte.

Hagemann betont in seinem Beitrag die Bedeutung der USA als wichtigs-
tem Aufnahmeland fiir von den Nationalsozialisten verfolgte und emigrierte
Wissenschaftler nach 1933 auch in der Volkswirtschaftslehre. Diese trugen
entscheidend zur international fithrenden Stellung der USA nach 1945 in
den Wirtschaftswissenschaften bei. Der Verfasser erldutert dies ndher an
wichtigen Beitrigen emigrierter Okonomen zur internationalen Entwicklung
ihrer Fachgebiete wie z.B. in der Spieltheorie und in der Finanzwissen-
schaft. Dariiber hinaus werden die Wirkungen in den USA selbst ndher
analysiert sowie ein kurzer Ausblick auf die Riickwirkungen in der frithen
Bundesrepublik Deutschland gegeben.

Die letzten drei Beitrdge gehen auf die Nachkriegsentwicklung ein. Karl-
Heinz Schmidt setzt sich dabei mit der Dogmengeschichte internationaler
Forschungskooperation am spezifischen Beispiel der 1948 gegriindeten ,Ren-
contres de St-Gall‘ auseinander, die die weltweit dlteste Konferenz iiber
kleine und mittlere Unternehmen ist. Noch heute treffen sich hier im Zwei-
jahresrhythmus internationale Wissenschaftler, um den Stand zur Forschung
und Lehre im Bereich der kleinen und mittleren Unternehmen zu diskutieren.

Wahrend in der ersten Nachkriegszeit angelsdchsische Einfliisse auf deut-
sches Wirtschaftsdenken auch noch aus Grofibritannien kamen, vor allem im
Bereich des Keynesianismus, kam es sehr schnell zu einer langfristigen
Krifteverschiebung zugunsten der USA. Dies wird besonders deutlich am
Beispiel der mafigeblich von Milton Friedman ausgeldsten ,,monetaristi-
schen (Gegen-)Revolution®, die in den 1970er Jahren schnell an Einfluss
auf die Wirtschaftstheorie und vor allem auch auf die Wirtschaftspolitik,
insbesondere im Bereich der Geldpolitik, gewinnen sollte. Hiermit setzen
sich die beiden letzten Beitrdge intensiver auseinander. Wéhrend sich Hau-
ke Janssen vor allem auf Milton Friedman (1912-2006) konzentriert, aber
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auch auf Karl Brunner und Allan H. Meltzer als weitere zentrale Akteure
eingeht, untersucht Peter Spahn in seinem Beitrag ,,Wie der Monetarismus
nach Deutschland kam* insbesondere die gewandelten wirtschaftspolitischen
Voraussetzungen fiir den Paradigmenwechsel der Geldpolitik in den frithen
1970er Jahren. Dabei gibt es vielfdltige Bezugspunkte zwischen den Auto-
ren, die u.a. die strategische Wende beim Sachverstindigenrat zur Begut-
achtung der gesamtwirtschaftlichen Entwicklung oder in der Geldpolitik der
Deutschen Bundesbank beleuchten.

Am monetaristischen Beispiel wird besonders deutlich, dass sich aufgrund
der internationalen Dominanz amerikanisch gepriagter Wirtschaftstheorie der
US-Einfluss auf deutsches Wirtschaftsdenken auch im Vergleich zu den
beiden ersten Nachkriegsjahrzehnten entscheidend erhohte. Das von Karl
Brunner initiierte Konstanzer Seminar zur Geldtheorie und Geldpolitik, das
als internationales Symposium erstmals im Sommer 1970 stattfand, zielte
von vornherein darauf ab, nicht nur der theoretischen Konzeption des Mo-
netarismus in Deutschland zum Durchbruch zu verhelfen, sondern auch
Einfluss auf die praktizierte Geldpolitik zu nehmen. Wie Spahn in seinem
abschliefenden Beitrag verdeutlicht, war es jedoch nicht die Anerkennung
der theoretischen Uberlegenheit des Monetarismus, die den Kurswechsel in
der deutschen Geldpolitik bewirkte, als vielmehr der Tatbestand, dass die
Bundesbank die monetaristische Gegenrevolution nutzte, um interne und
externe Strategieprobleme zu I6sen.

Harald Hagemann
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The Rise and Development
of the American University System

By Mark Perlman ¥, Pittsburgh

I. Universities, Past and Present, as Systems of Education
1. Introduction

More than a hundred years ago Balliol College of the University of Ox-
ford admitted its first non-Caucasian students. Let anyone think that they
were ragamuffins from some jungle community, be assured they were not.
They were sons of Indian Maharajahs and the like. Benjamin Jowett, then
Master of Balliol, decided to provide them with lectures giving them an
introduction to the culture around them. The task fell to a junior Fellow,
Arnold Toynbee (1852-83).

The consequent five chapters on the Industrial Revolution was for its
time (and for most people since then) something of a masterpiece. ‘Painting
with a broom’, Toynbee (1884) traced the argument that:

(1) The great population increase in Britain sometime during the preceding
century or so explained the need to increase output;

(2) That need involved new inventions and new ways of production;
(3) As output was thus increased, the importance of worker skills grew;
(4) Those who possessed those skills began to demand and get the vote;

(5) More than simply a movement to a more democratic nation, these
changes resulted in a new quasi-religion, economics.

I mention the foregoing not because they are seen as a masterpiece but
only because the following six chapters are my attempt ‘to paint with a
broom’. I hope to interest you in what one might call ‘the institutions of
higher learning’.

There are six chapters. I end this introductory note simply by mentioning
the sequence.

This chapter is on the medieval university. In it I will describe both its
secular and its religious sides. And I also focus on its essential indepen-
dence and internal structure.
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The second chapter is on higher learning in Great Britain during the 17th,
18th, and 19th centuries, when the creation of the Royal Society almost
monopolized scientific colloquy.

The third chapter is on universities in America including its Puritan and
other heritages, West Point and engineering schools, the 1863 Morrill Act
and the great state universities, and the Great Realization, namely the re-
sults of the post-World War II GI Bill.

The fourth chapter deals with university higher research education, the
legacy first of the University of Berlin, and then of the Johns Hopkins
University in Baltimore. It takes up the institution of Academic Freedom,
an inheritance from the German universities. It considers traditional post-
graduate education, legal education, and the Abraham Flexner Report on
Medical Training. We will have to postpone discussion of the growth of
business schools, schools of social work, schools of library science, and so
forth, as well as the role of academic freedom.

The fifth chapter concerns the great changes in the sociology and politics
of university life during the twentieth century. It asks whether universities
have become so diffused that they are no longer single, governable entities;
rather have they become gigantic research centers with little or no interest
in training young minds?

And the last chapter takes up questions emerging at the end of the fifth
chapter, namely several likely insurmountable challenges, of the twenty-first
century. Questions like ‘who (if anyone) really runs the show?’ and ‘who is
paying for it?” What has professionalization done to kill adolescent or young
adult originality? And most important, has a faith in ontological science
crushed any hope for the survival of epistemic creativity?

Universities as we know them have been in existence for just over 1,000
years. But what do we mean by a university? For most of that time univer-
sities have been collections of teaching colleges, of which law, medicine,
liberal arts (sometimes called philosophy) and theology are the oldest.

Let me give structure to these colleges and universities. Obviously they
contained teachers and students. But who made the rules? Who decided
what was to be taught, how it was to be taught, how the students were to
be examined, and what degrees or certifications were to be conferred?

The power to make the rules was basic. Someone or something issued a
charter setting up a body in charge of the college. That body, known by its
Latin name, the universitas, has the charter — issued at times by govern-
ments or by church officials.

Interestingly enough, the oldest such university was chartered by one of
the earliest Holy Roman Emperors (Frederick Barbarossa) in 1158 to groups
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of students (called the nations) in the city of Bologna (Italy). There the stu-
dents were the universitas; they hired the professors and made the rules. In
Bologna the professors were simply members of a collegium, which in Ro-
man Law meant only a body of persons associated for a common function.

The more usual practice was for the Roman Catholic Church to establish
the universitas, with its powers vested in an organized faculty, the head of
which was a Rector (in Latin he carries the splendid title of Your Magnifi-
cence). Over the centuries the business end of running a university was
transferred to a Chancellor (in Roman Catholic times, he was the business
officer for a bishop). Heads of colleges went by a variety of titles, including
Provost (meaning a high administrative officer) or President or by a less
grand title such as Dean.

2. The Medieval University and the New Learning
a) The General Background

Understanding the evolution of institutions of higher learning requires
something of a knowledge of the politics of the middle ages, centering on
the fights between the Roman Catholic Church leadership and the secular
claimants to the title of Holy Roman Emperor, and some knowledge of
emerging Roman Catholic doctrine. So we now turn both to history and to
theology, even if my treating of the latter is somewhat clumsy.

Today’s topic takes up the earliest European universities. As they actu-
ally grew out of learning institutions already in place, for our purposes it is
useful to recognize five parties playing roles:

e Students
e Master or teachers
» Townspeople

* The Roman Catholic Church (meaning the local bishops), the Teaching
Friars (particularly the Franciscans and the Dominicans) and the Roman
Pope

 Secular parties hoping to consolidate geographic units and often terming
themselves the Holy Roman Emperor

b) The University of Bologna

Historians have it that the University of Bologna (North Central Italy) en-
joys the distinction of being the oldest university in Europe. The school, as
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such, was originally organized by mature students, who were already em-
ployed as administrators either by the Church or by governments. These men
apparently needed training in civil and canon law. For more than a half cen-
tury some of them had been coming to Bologna to study under the famous
Bolognese ‘Doctors of Law’. These students petitioned the Holy Roman Em-
peror, Frederick I (Barbarossa), for a charter. Frederick granted the petition in
1158, making them ‘the universitas’ of Bologna. In fact this meant that they
were the self-governing body administering the university. Who were these
students? They came from different geographic with each such group being a
nation. Collectively these nations’ delegates to the governing body of the
‘universitas’ made out the rules for student entry, maintained student order,
collected fees, hired masters to teach, and policed the quality of the teaching.
In Bologna, because the students were the ‘universitas’, the masters were
simply a designated body — the Latin term was a collegium.

But why the Emperor? The answer seems to be because he was eager to
build up support for his (The Ghibellines) in his struggle with the Pope and
his allies. the Guelphs.

The 12th century was era when self-government of a sort, always a
luxury, was again becoming somewhat common — the trading and craft
guilds are the common examples.

As you might infer, since the right of self-government put the members
of the universitas at a negotiating advantage, a natural hostility often ex-
isted between the ‘gown’ and the townspeople. Rowdy students and overly-
popular teachers were not supposed to be arrested by the town’s constables,
but in fact when tensions grew it was not unusual for angered students or
their popular teachers to leave the town and look for an additional charter
elsewhere. To get ahead of our story, Oxford was such a breakaway from
Paris, and Cambridge was such a breakaway from Oxford.

But for the most part the towns were eager to have a universitas, for then
as now in Pittsburgh, the existence of a local university brought consider-
able wealth to the community. Thus, it is no surprise that within two dec-
ades there were many secular universities throughout Italy, France, and
much of Europe.

By 1200 the University of Bologna was fully established. There were
three faculties: Law, Medicine; and Philosophy (we would call philosophy
‘liberal arts’).

I have little systematic information about the ways that the interested
parties lived. I recall being told that the students made cruel fun of one of
the masters, but I assume these tales were essentially legendary. (Appar-
ently a master who was learned in matters of the law was quite naive when
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it came to taking a bride and married a well-known local trollop; the day
following the ceremony he made a point of observing that in the law noth-
ing was new. Presumably that observation started a riot. End of the story.)

It was the habit of students to take notes almost verbatim; the preserva-
tion of this material served later as references. In time the sale of notes
became a trade, for in the absence of books, the preservation of information
rested entirely upon notes. Likely then, as now, much of what students were
told they had to memorize. In the case of the law, the Code of Justinian
was the authority; what we have in the way of precedent-setting Common
Law was not known.

Memorization was also the principal teaching method in medicine, except
that Bologna encouraged the dissection of corpses in an effort to teach
anatomy. The faculty of Philosophy doubtless taught the traditional trivium
(grammar, rhetoric, and logic) and the quadrivium (arithmetic, geometry,
astronomy, and music). The language of instruction was Latin, and the
knowledge of Roman literature had been preserved. Arithmetic and geo-
metry was known; algebra was not. Ideas about astronomy were founded on
the premise that the universe was geocentric. Gregorian chants were the
rule, although there is much evidence of the existence of secular music —
largely because it was denounced.

Thus the credit for the first formal university goes to a secular authority.
But, that is only a small part of our story. At this point it is necessary to
digress and step back in order to understand the eventual situation.

¢) The Medieval Roman Catholic Church

This is hardly a course in medieval history, but mention should be made
of two Roman Catholic traditions:

One is the legacy of St. Augustine, Bishop of Hippo (354-430). The
Augustinian legacy was, from my standpoint, at least two-fold. First, the
legacy was neo-Platonist, meaning that Truth was a set of mental constructs,
that is — abstractions. Like Plato, St. Augustine eventually lived in a world
of mental constructs, and he believed that the Mysteries of the Church were
essentially abstractions. Whereas the Jewish legacy tended to be focus on
ethics (relationships between earthly individuals), both Plato and St. Augus-
tine shunned the material. St. Augustine’s world was not the City of Man,
but the City of God. Accordingly, the Christian world had an all-important
non-material dimension.

St. Augustine focused on one of the most important religious queries —
how could an omnipotent (all-powerful) and omniscient (all-knowing) God
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hold a human responsible for what that human did. Augustine’s answer was
the Gift of Free Will — that is, God took into account not only what an
individual did but what efforts the individual made to achieve perfection.
This aspect of his legacy was firmly grasped by John Calvin, the Protestant
leader; but it had also been the principal view of the Roman Catholic
Church until the time of the University of Paris.

The other is the legacy of St. Benedict of Nursia (4807—?543). St. Ben-
edict established his monastery at Monte Cassino and the Benedictine Order
developed from his set of rules establishing the bases for western monastic
life. One of his objectives was the preservation of learning; the Benedictine
monasteries invariably contained libraries and usually a scriptorium where
monks labored to produce what had to be hand-written (and often beauti-
fully decorated) copies.

Most people who read Church history in a casual way are particularly
interested in four medieval popes.

Gregory I, (called the Great [5407-604]) who served as pope from
590-604) and was the one who really created the theory of the papal sys-
tem — Primus entre Pares. He restored the benedictine monastery system,
supposedly created the system of chants until recently authoritative in the
Church, and is considered to be the last of the Latin (theological) Fathers,
of which St. Augustine was likely the most important.

Sylvester 11 (by name, Gerbert — [940?7—1003]) who served as pope only
from 999-1003. He was a major scholar (mathematics and natural science)
and cemented the relationship of the Church to the reigns of two Holy
Roman Emperors, Otto II and Otto III (for whom he was at one time a
tutor). This was for both parties the optimal arrangement but the hunger for
power rarely made the two groups, the Church and the State, get along
peacefully.

Gregory VII (by name, Hildebrand [10207-1085]) who served as pope
from 1073—-1085. He had been the power behind the papal throne for some
time before being crowned. He excommunicated the Holy Roman Emperor
Henry IV, who, to show adequate repentance, was forced to stand barefoot
in the snow for three days in Canossa (1077). If this act (really forcing the
pope to grant him repentance, thus annulling the excommunication) sug-
gests some form of papal supremacy, do not be fooled. Henry subsequently
drove him from Rome, and Gregory VII died in exile.

Innocent III (by name, Giovanni Latario de’Conti) — ([1161-1216] who
served as pope from 1198-1216, perhaps brought medieval papal power to
its zenith. He argued for the unsuccessful Fourth Crusade to Palestine, was
involved in promoting the horrendous Crusade against the Albigensians,
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excommunicated and ‘deposed’ John, King of England, who consequently
submitted in 1213. Innocent III deposed Otto IV and crowned the boy,
Frederick II, as Holy Roman Emperor.

The point of this digression is simply to illustrate that the leading popes
upheld the Church’s traditions of neo-Platonism and preservation of what
learning it had inherited, largely from the Roman civilization.

From early on the Church’s power was regularly challenged by the me-
dieval feudal system. The social control exercised by the Roman emperors
had largely disappeared by the 5th and 6th centuries, with local lords as-
suming hegemony over their areas and almost invariably attempting to ex-
tend (and to protect) their holdings. The Church had something of a mo-
nopoly on conferring legitimacy to these holdings, with local bishops fre-
quently being drawn into the fray. In time the Bishop of Rome became a
major player in the Italian (and even other) political struggles. The Pope’s
party was termed the Guelphs; the secular party, and by the 7th century its
leader espoused to be declared the Holy Roman Emperor, was the Ghibel-
lines.

d) The University of Paris

From an historical standpoint many believe that the second medieval
European university was the University of Paris. It dates from sometime
between 1150 and 1170, but its first written statutes were not compiled
until 1208, when they were recognized not by the secular authority but by
the Church. It was an outgrowth of the schools attached to the Cathedral of
Notre-Dame de Paris and was located on the Left Bank of the Seine, di-
rectly opposite the cathedral on the Isle de la Cité. From the first it was
presided over by the Cathedral’s chancellor. His authority did not go un-
challenged, however, and during the 1220s some of the masters placed
themselves under the jurisdiction of the monastery of Sainte-Geneviéve.

In Paris the masters were in charge from the beginning; the collegium
was their instrument. They perceived themselves as the umiversitas; the
students, formally were under the masters’ control, were merely the nations.
The Paris model was (and still is) the more general one.

Paris had had something of a history of being a center of theological
learning. Peter Abelard (1079-1142), a major radical theologian, had stud-
ied in Paris and vehemently disagreed with Guillaume de Champeaux, a
Platonist, early in his career and returned there from time to time as a
teacher. Abelard was a master of the dialectic, particularly as it employed
reason to confirm belief in the Christian mysteries. For this dependence
upon reason, Abelard was hounded from pillar to post. As his students
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tended to flock after him, he was considered dangerous. And that says
something about Paris’s academic atmosphere.

Who were the students? While some came from wealthy families (for
example both Albertus Magnus and Thomas Aquinas, whom we will be
discussing in a moment), apparently most did not. Those who were impov-
erished were often sponsored by their local bishop or cathedral chapter, and
not infrequently lived very cheaply — earning what they could by picking
up small teaching or writing jobs. These students came from many coun-
tries, with students from a single country being part of the local ‘nation’.
The usual language of instruction was Latin. This meant that not all of them
could converse easily with the townspeople, another cause of friction. Many
of the students then (as now) tended to be boisterous, and that was a further
complication.

From the first, this university was divided into four faculties — three were
termed ‘superior’, namely theology, canon law, and medicine, and one was
termed ‘inferior’, namely the arts. In that last, the faculty of arts, what was
taught were general scientific, literary, and cultural topics. There were pre-
scribed sequences. Examinations organized by each faculty existed for de-
grees, not for courses. It was not only that writing materials were expensive
(books were very rare) but the tradition was that examinations were to be
oral.

What about curricula? In general the students in the faculty of arts took
prescribed courses. Choice was infrequent, although students could and did
attend lectures and disputations that dealt with material of interest but not
within examinations. The existence of these outside activities offered intel-
lectual spice to an otherwise drab picture. But the presence of spice fright-
ens any number of cooks (and college authorities).

From our standpoint the significance of this history is to show that by the
end of the 12th century centers had already been established to deal with
necessary professional training. That these institutions flourished at a time
well prior to cheap books suggests that the hunger for learning had to be
satisfied largely by lectures. Doubtless students took notes which were
copied and preserved, and they could occasionally read manuscript books
in libraries.

And again, as in Bologna, tensions between the members of the univer-
sity and the townspeople were often great. Attitudes about religious matters
could become strong with expulsions all too frequent. Splinters regularly
broke off and went to found new universities in other places.

At this point I want to turn to the essential uniqueness of the University
of Paris and its ultimate legacy. A few moments ago I adverted to the Cru-
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sade against the Albigensians. One outgrowth of that violent effort was the
establishment of an Order of Black Friars, commonly known as the Do-
minicans. By 1218 (St.) Dominic, founder of the Order, had sent seven of
his followers to the University of Paris.

What was intended (and in fact occurred) was that the University of
Paris became the transalpine center for theological studies — really the
center for Roman Catholic orthodoxy.

(1) The Faculty of Theology: Albertus, Aquinas, and Averroesism

Some of our story concerns the faculties of theology and arts. Among the
rules of the former was that no one could be graduated as a priest until he
had reached 35 years of age. And it usually took a minimum of eight years
to complete the curriculum. Thus maturity was to be achieved before a man
could be allowed to preach from the pulpit.

My impression is that doctor’s degrees were given only after the scholar
had written several treatises of merit.

Two names of the Faculty of Theology stand out: St. Albertus Magnus
(ca. 1193-1280) and St. Thomas Aquinas (1224/25-1274). Both were Do-
minicans, Doctors of Theology, and were self-perceived as Aristotelians,
meaning that they sought to incorporate the ‘new’ knowledge of Aristotelian
literature (recently translated into Latin not from the Greek but from Ara-
bic) into theological tracts. What they were arguing against was the simple
abstractionist neo-Platonism associated with the legacy of St. Augustine of
Hippo. Instead, they argued that Aristotelian reason, combining observation
with abstraction, could be used to bolster faith.

The critical Arabic scholar who influenced both Albertus and Aquinas
was Ibn Rushd (1126-98), also known (in Latin) as Averroés. The so-called
orthodox followers of Averroés, pursuing the line of reason, admitted to a
distinction between philosophical or reasoned truths and the traditional
revealed theological truths. This made them ‘dualists’. Such dualism was
seen by the orthodox as severely problematic, for if one admitted a philo-
sophical (dialectical) truth one denied the uniqueness of the Christian truth.

Albertus, coming from a noble German family, had been schooled from
the first to be a scholar. He went to Paris in 1245, and it was there that he
undertook to explain Aristotle’s Physics, a project that took him 20 years.
Albertus’ intellectual method was considered both original and acceptable.
Not so after his death.

Because Albertus, first, and his student, Aquinas, later, advocated the
Aristotelian method, they had perforce also to be great attackers of the
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dual-truth Averroesistic approach. Both admitted that when reason led them
astray from the results of faith, then it must be reason that was flawed. For
example, if the consecration of the Host (when wafer and wine became
from the standpoint of an abstraction the Body and Blood of Christ), could
not be grasped by reason, then reason as it had been developed must be
flawed. To us this may seem to be something of a cop-out, but they truly
believed it.

For the orthodox that was not enough. What was dangerous was to admit
reason as a basis of truth. Everything should depend upon faith, and faith
only. The enemies of the Church so often had pointed to reason as their
authority, that reason had become too hot a topic to touch and get away
with. Defenders of Catholic tradition were suspicious of anything new, and
these two Dominicans were clearly arguing for change, when any change
was undesirable. But much of what the two taught did not deal with any-
thing bordering theology, and what Albertus left as his legacy was both
some massive work on botany and a tolerant attitude toward what we would
call scientific investigation.

Albertus left Paris in 1248 and went to serve in Cologne where he estab-
lished the first Dominican studium generale or ‘general house of study’.
There Thomas Aquinas, formerly his student in Paris, continued his studies
with his master.

A word about Aquinas. He came from a Sicilian noble family. His father
was much averse to his pursuing a career in the Church and locked him up
for a year with the intent of changing his mind. “Tough love” didn’t work,
and the father relented. Thomas arrived in Paris in 1245. As noted he went
with Albertus to Cologne, but returned to Paris in 1252. There, he took his
first (or teaching) degree early in 1256 and shortly thereafter was recog-
nized as a Master of Theology. His teaching methods should be of some
interest. In the mornings he lectured; in the afternoons he carried on dispu-
tations — that is, asserting a point and then defending it against all comers.

He obviously was doing well because three years later, 1259, he was
appointed theological advisor and lecturer at the Papal court, the center for
the advancement of Humanism. (Humanism stressed the Hellenic legacy,
particularly the role of individualism.) For six years Aquinas served Pope
Alexander 1V, and Urban IV. From 1263 to 1267 he taught at the Convent
of Santa Sabina in Rome, during that time serving Pope Clement IV in
Viterbo, then the scene of the Papal Curia.

I mention, if only parenthetically, that Aquinas was a prolific writer,
touching many subjects. Included among his works were the Sentences of
Peter Lombard (the official manual of theology in the universities), collec-
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tions of his disputations, and two summae or personal syntheses — Summa
contra gentiles and his Summa theologiae.

(2) The Faculty of Arts

The Faculty of Arts was much less under the supervision of the Church
authorities, although, of course, everyone had to be at least nominally a
Roman Catholic. What had happened was that a Belgian master from Lou-
vain (also called Brabant), Siger de Brabant, had begun lecturing in the
Faculty of Arts. De Brabant reportedly advocated a radical form of Aver-
roism, namely the existence of dual truths — one being truth based on faith
and the other truth based on observation. Such an assertion brought out the
rampant anger of those who believed in the orthodox strain of the old
Augustianian neo-Platonism. Perhaps because de Brabant was attracting so
many of the students, he became a problem. The Archbishop of Paris came
down hard against all the ‘new learning’ — that is, the Aristotelian ap-
proach.

It should come as no surprise that in late 1268 Aquinas was suddenly sent
back to Paris, where his task was to defend Aristotelianism from charges
that it necessarily smacked of Averroism, that is dual truths. What followed
were a series of debates between de Brabant and Aquinas. In truth, Aquinas
was caught in the middle and did whatever one does in such a situation; he
wrote against the Averroists and against any major non-Catholic Aristotelian
(philosopher) who argued even his own position.

However, by 1270 the orthodox Augustinians were in charge, and they
officially managed to have the Archbishop condemn not only Averroism but
anyone was could be said to have smacked of it. That group included
Thomas. Thus it was when Thomas died in 1272, he was discredited at his
own university. However, that speaks only of the local Paris situation; else-
where his fame grew.

We have wandered into the history of the University of Paris simply to
show what one major debate was about. Some inferences should be drawn.
Learning was opening up; questions were becoming popular. This change
threatened the orthodox, and they responded first with anger and then with
force.

Of course ideas don’t fight; men do. The interesting question is why men
felt so strongly that they were ready to give battle. To answer that, one must
start by realizing that things were at stake about which we give little con-
cern. Yet if we look around even today, the idea of religious wars, while
not attractive to us, is certainly attractive in other parts of today’s world.
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e) Additional Points

Before getting away from medieval universities there are a few more
points to be made:

Italian universities sprang up quickly, mostly modeled on the Bologna
system. Some worth a mention are Naples, Padua, Piacenza, Pavia, Rome,
Perugia, Pisa, Florence, Siena, and Turin. Their genesis was often some
dissatisfaction on the part of the masters (or with the masters) who then
migrated.

The time required to get degrees often depended upon the faculty. It took
eight years of instruction at Paris plus being 35 years of age before one got
a teaching degree in the Theological Faculty. Other first degrees took less
time. The Masters degree (giving the right to teach) usually took two or
three more years. Doctor’s degrees were given usually when a mature
scholar was being recognized for many contributions.

Oxford University seems to have been a breakaway from Paris. An en-
tity known as University College was founded in 1249, and Balliol College
was founded about 1263 with Merton College coming the year thereafter.
Oxford University had a fight with the new science in the person of Roger
Bacon (1220-12927?), a Franciscan friar with a taste for systematic experi-
mentation. (He was the first European to discover how to make gunpowder,
and proposed flying machines, motorized ships and motorized carriages.)
Bacon had studied in Paris prior to 1245. We will return to Oxford and its
development in the next chapter.

The medieval universities stressed law, medicine, and in some instances
the new philosophic learning — Aristotelianism or some emphasis on obser-
vation through the five senses.

Although I have devoted more time to theology at the University of
Paris, the important point to be made is that once teaching of young men
was no longer under the direct control of the Church, attention and interest
wandered clearly in the direction of secular topics. The universities focused
on the trivium, but as I note sometime the third element was not logic but
dialectic, a shift from an emphasis on the static to an emphasis on the dy-
namic. The quadrivium suffered from an Aristotelian framework. It was not
until the 16th century that the geocentric theory of the universe was finally
exploded. And even then Galileo Galilei was forced to recant his ‘advanced’
views. The secular nature of university life and interests seem to have
grown from the beginning, and they were a problem. But, a problem to
whom? Is it not evident that faith was beginning to fight a losing battle?
Are we not so scientifically oriented now that we tend to view Thomas’s
position (if reason does not give the same answer as our true faith, then our
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reasoning must be flawed) as naive? Does anyone really have faith? This
is, I aver, a very popular stance. But what has science offered? It usually
explains how, and often when. But does it explain why? This is a point we
might discuss later.

Finally, the 13th century at the University of Paris illustrates two things.
First there was disagreement leading to rampant intolerance — “I am right,
and you are wrong. If I cannot persuade you by reason, then I will use
force.” Rampant intolerance usually leads to religious wars, and that is no
small part of the legacy of the Dominicans at Paris and the Inquisition that
the Dominicans ran throughout most of Europe. That Thomas died in dis-
favor, simply because he was trying to hold to a mid-position, encapsulates
what happens to those who try to broaden orthodoxy; they are attacked
from both sides.

Our next topic deals with a period when Christian religious wars had
been flowering for more than four hundred years. Once again much of the
struggle took place in academia, Oxford and Cambridge to be precise.

II. The 17th Century University: Humanism, New Science,
and the Competition of the Royal Society

1. Certain Changes in the 14™ to the 16™ Centuries

When we left our story, we had seen how Thomas Aquinas’s brand of
scholasticism was under attack by the neo-Platonists, who were closer to
St. Augustine’s interpretation of the nature of knowledge. When Thomas
died his stock was slipping, but that was simply an accident of a date. His
views, particularly those associated with the importance of the ‘new learn-
ing’, were increasingly accepted.

Universities, particularly those associated with the Church, proliferated.
Prague’s was charted by Pope Clement VI in 1348; Heidelberg’s in 1386;
and, within a century universities were chartered in Cologne, Erfurt, Leip-
zig, Rostock, Freiburg, Tiibingen, Budapest, Basel, Uppsala, Copenhagen,
and Salamanca. The pattern of faculties was roughly the same: Theology,
Law, Medicine, and Arts.

By the late 16" century printed books started to become readily available.
The growth of the output of books in some senses can be compared to the
growth of personal computers in the last two decades. If we now marvel at
the comparative computer literacy of our younger generations (compared to,
let us say, mine) how similar seems to have been the expansion of literacy
in the western European cities during the period immediately surrounding
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the year 1600. People who had never dreamed of reading were now writing
books.

In the interest of the conservation of lecture time, we should jump to
17" century England. Before we turn to these developments, let me mention
a few things.

a) The New Learning

While the ‘new learning’, namely the scholastic influence of Aristotelian
scholarship, became popular, it also presented great problems. For one
thing, many of the Dominican-influenced scholastics accepted Aristotle’s
learning as fully authoritative. Nonetheless, Aristotle’s writings, however,
contained numerous errors — a geocentric universe was one thing, but even
his observations about such things as the numbers of teeth in the male as
compared to the female mouth were flawed. For another, the scholastics,
having had to overcome the intolerance of the neo-Platonist Augustinians,
proved to be, if anything, even more intolerant. The Dominicans manned
the Inquisition; they adopted Augustine’s eventual view that if men could
not be led to the truth, they could be pushed to it. And they made the
Thomists as intolerant of newer views as the neo-Augustinians had been
intolerant of Thomas’s.

b) Humanism and Individualism

The great spread of reading and writing and the growing interest in the
Hellenistic traditions seemed to encourage the advancement of what were
considered by some of the orthodox to be anti-Christian beliefs. Perhaps the
career of the travelling Dutch priest (and second illegitimate son of a priest)
Desiderius Erasmus (1466—1536) became the prototype of one side of the
new learning. By training a physician-surgeon, he was also an important
theologian. At one time he even taught Greek at Cambridge University, and
later he undertook to read all the great Greek writers, and among other
things noted down five volumes of Greek proverbs or aphorisms (e.g. ‘A
rolling stone gathers no moss’). But Erasmus’s humanism, while not a prob-
lem to his own religious convictions, became for many a substitute for their
previous religious convictions.

Whereas during the Middle Ages cathedrals were built by purportedly
devout communities (and were thus properly named), by the Renaissance
individuals were building chapels to their own as well as to God’s greater
glory and having their portraits painted with any pretension to God’s
greater glory bypassed.
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Plato quotes Protagoras as saying that ‘Man is the measure of all things’,
and during the Renaissance this view emerges almost but not quite domi-
nant in pictorial art, in the growth of first a quasi-secular and then a
purely literature, and eventually, as we will shortly note, in a reconsidera-
tion of the relationship of the individual to God. As Protagoras’s man the
measure, just where did the pretensions of a seemingly corrupted clergy fit
in? For individualism is essential to Christianity;! it is the Hellenistic part
the Christian legacy. The new Humanism not only put stress on the indi-
vidual but it celebrated his inventive genius rather than on questions involv-
ing his immortal soul.

¢) The Reformation

Another side of the growing humanism is seen in northern Europe where
there grew many points of first disagreement with and then later rebellion
against the Italianate (and French) quality of the Roman Catholic religious
hierarchy. To the Northerners Church’s operations, both theologically and
business-wise, seemed to end lining the pockets of the families whose sons
were bishops and Popes. If it was the German, Martin Luther (1483—-1546),
who is credited with being the great Protestant reformer, the fact is that in
virtually every country Luther was anticipated and then imitated.

« John Wycliffe (1320?7—1384), Master of Balliol College, who translated
the Bible into magnificent English (much of the grand language of the
King James Version is a direct steal), is a case in point. Wycliffe, preach-
ing Church reform, was eventually forbidden to lecture at Oxford, and
although he managed to die in bed, some time after his death (1415) his
body was disinterred, burned, and the ashes dumped into the River Swift.

» Jan Hus, a Czech admirer of Wycliffe, was burned at the stake in 1415.

* And perhaps most of all (because his death frightened Galileo Galilei),
Giordano Bruno, once himself an Italian Dominican, was condemned by
the Inquisition and met the same fate in 1600.

Luther’s great reforms nonetheless preserved the idea of church hierarchy
(bishops and so forth). And as we will soon mention, Henry VIII also pre-
served the church hierarchy when he established the Anglican Church. But
in the second wave of religious reform numerous pietistic groups arose.

I Indeed, one place where Christianity differed from its parent, Judaism, was on
just this point. Where Jews stressed the peoplehood of Israel, Christians focused on
the individual, his sins, and his possible redemption.
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 Jean Calvin (1509—-1564), preached pietistic reform — originally in France
and later in Basel, then again in Geneva, where he established an intoler-
ant theocratic government and was finally driven out to a retirement in
Strasbourg.

* John Knox (1505-1572), influenced by Calvin, preached a fiery pietistic
reform in Scotland.

In England the Puritans were only one of the pietistic second-wave re-
form movements. The Quakers, to mention but another, were also part of
the second wave.

The point is that the 15" and 16" centuries, imitating the brutal Crusade
against the Albigensians, were eras of increased religious intolerance which
later ushered in almost totally destructive century-long religious wars. These
religious wars are now generally seen by most untutored students as prin-
cipally nationalist movements using public morality as an excuse for decid-
ing to overthrow the existing order. But such a view distorts the profound
reality that was involved. For these were wars more of faith than of anything
else. For us, today, many use the phrases ‘I know?’ and ‘I believe3’ as in-
terchangeable. Not so then. What was known was one thing; but what was
to be believed was not only worth dying for, but even more, worth killing
for. What ‘reformers’ were forever trying to do was to predicate their ‘re-
forms’ on either some new revelations (and it was the Age of Nostradamus
and all sorts of preachers of the end of Time), or on significant new rein-
terpretations of former doctrine.

2 1 can tell you what I know, and presumably as we have the same tests — obser-
vation and inference, what I know and why I know it can be made clear to you. I
know or understand the ‘law of variable proportions’ — a generalization that stands
up well when applied to agricultural input-output relationships.

3 Belief for them was well-beyond reason. And, if you confer on ‘believing’ a
more basic truth (something that has been revealed to someone defining your cul-
ture), persuasion becomes essentially impossible. Tell me how you ‘know’ ‘that your
Redeemer livith’ or how you know ‘That all men are created equal and are entitled
to Life, Liberty, and Estate?’.

Methodology is the topic of how one is convinced of the truth. Two of the cur-
rently popular methodologies are rigorous (often mathematical) logic and empirical
observation. I am fascinated by two other methodologies: Faith and Cultural Lega-
cies. Our Constitution draws on John Locke’s belief (a matter of faith) that all men
are created equal, that they are endowed by their Creator with certain unalienable
rights: life, liberty, and property. My point is that I believe what Locke believed and
the province for my beliefs is fairly extensive.
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d) Interest in Purely Secular Scholarship

So much for those who sought to confront the theological tradition. What
was also occurring was a very rapid expansion of avowedly secular writing
on serious, previously thought to be solely theological, subjects. Niccolo
Machiavelli (1469—1527) is of particular interest to us because he wrote a
treatise on government, /I Principe, which to the casual reader seemed to
be without moral foundations.# Jean Bodin (1530-1596), a Frenchman,
wrote in 1576 a treatise favoring limitations on the power of the monarch.

This was also the period of the growth of mercantilism, an economic
doctrine which, depending upon the writer and the country, (1) advocated a
greater voice of the mercantile class in state policy; (2) promoted the growth
of the national state by economic policies intended to make its trade more
profitable (for tax revenues as well as for merchants); (3) sought to turn the
peasantry into town-workers, but keeping them poor in order to maximize
the profits from trade; or (4) a combination of any or all of the foregoing.
At its very least mercantilism suggested that the socio-economic order
should not be left to theology.

2. The Cultural Setting in England
a) The Church Problem

We now move on to the post-Renaissance era in England. The very intel-
lectual Henry VIII is on the throne, he is happy with his first wife, Cath-
erine of Spain, and he is advised by his able ‘butcher’s boy’, Cardinal
Wolsey, who in turn is advised by a barrister-at-law, Thomas More. The
honored foreign intellectual visitor in England is the aforementioned Desi-
derius Erasmus who with More managed to draft an anti-Luther manifesto
that was duly ascribed by them to Henry VIII defending the Catholic faith.
As Henry’s reign went on, he became increasingly intolerant, and in the
face of infertility problems his happy first marriage went sour. In time he
divorced two wives, executed one, survived one, and died married to a pi-
etistic Protestant. When Henry was unable to divorce his first wife and was
excommunicated, he established the Church of England of which he became
the nominal head. Wolsey died on the way to a trial and likely then the

4 Tt does not take a particularly careful reading of the book to realize that Mach-
iavelli believed that morality was a good tool for rulers to embrace. When morality
had to be put aside for political reasons, Machiavelli recommended that the dirty
deeds be done quickly and efficiently and then be forgotten as the rules of morality
were then re-instituted.
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block, More went to the block, and England became essentially detached
from developments on the Continent. Henry VIII’s Church served his po-
litical purposes insofar as he confiscated lands belonging to the holy orders,
but from the religious doctrinal standpoint marvelously little was changed.
True, masses could be chanted in English, but the reforms in doctrine did
not come until the reign of Elizabeth and beyond.

Edward VI (1537-1553), his successor, was a boy when he came to the
throne (1547) and little more than a boy when he died six years later. The
Reformation-minded, anti-Catholics sought to put Lady Jane Grey on the
throne, but that failed in about a week. Instead, Edward VI was succeeded
by his older sister, Mary I, a convinced Roman Catholic. You will recall
that she did all within her power to return England to the Church of Rome,
but her reign again was short (but five years), and when she died she left
a country bitterly divided along religious grounds.

Elizabeth 1 had been educated along Protestant lines and when it came
time to be crowned most of the Church clergy refused to recognize her;
actually she was crowned by the Bishop of Carlisle. She was from the
outset clearly pro-Protestant, and by 1563 (five years after the accession)
she reestablished the Church of England with herself as its head.

b) The Stuart Succession

None of Henry’s children had issue, and Elizabeth I was succeeded in
1603 by the Stuart King of Scotland who took the title of James I of Great
Britain.

James I (1566—-1625), Earlier the Stuarts had been a Roman Catholic
family,> but James, while King of Scotland, had expressed his distaste for
Roman Catholicism and an even greater contempt for Puritanism. What he
had wanted in Scotland was exactly what he found in England, namely a
national church with him as its head.

James’s England was hard to govern.6 James’s problem was not so much
religious as a perception he harbored that he was king by divine selection.

5 James’s mother was Mary, ‘Queen of Scotland’ — earlier she had been Queen-
consort of France. Her hereditary claim to Elizabeth’s throne was stronger than
Elizabeth’s, a point which led Elizabeth to have her beheaded. Mary was a true
Roman Catholic.

6 There is no question about James’s personal abilities, but his judgement seems
to have been sorely lacking. “He was”, as Macaulay wrote, “made up of two men —
a witty well-read scholar who wrote, disputed, and harangued, and a nervous drive-
ling idiot who acted”.
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Both he and his successor, Charles I, found that this orthodox and strongly-
held family belief ran counter to what the English Parliament’s perception
of the appropriate political process after the better part of a century of
Tudor compromise.

The fight between the Stuarts and the Parliament can be introduced with
the careers of two men. Edward Coke (1552—-1634), educated at Trinity
College (Cambridge), Lord Chief Justice of England, was Parliament’s
‘man’. His stated position was that it was ‘the King’s Most Excellent Ma-
jesty’ (that is, the King advised by Parliament, his ministers, and his judge),
not the King personally, that was the law. As a result Coke was dismissed
from his powerful judicial post by James I in 1616 (partly as a result of the
conniving of Francis Bacon), and although Coke remained actively politi-
cally he devoted most of his time to codifying the English Common Law,
which was exactly what the King, had he had foresight, would not have
wanted to have codified. What the Common Law offered was a hard core
of truly national tradition, making it hard for any monarch to break away
from the past. James I held that he, even more than the Parliament, should
decide public policy. The Parliamentary position was that the king might
hold the Prerogative (the right to make decisions when Parliament was not
sitting), but in the end Parliament the traditional full authority, a power
going back to 1215 and Magna Carta.

The other key figure (for our purposes) was Francis Bacon (1561-1626)
whose varied career included also an education at Trinity College (Cam-
bridge), but he became the King’s man. As Lord Chancellor (the presiding
officer of the House of Lords as well as a judge), he was forced to confess
to taking bribes (a common practice). Coke took his revenge, and Bacon
was heavily fined and exiled to his country estate). Although these punish-
ments were remitted, Bacon chose to spend the last decade of his life writ-
ing essays about the nature of knowledge and science. It is in the last
context that we must keep him in mind, for his philosophical approach
became the model for the Royal Society, a point to be mentioned later in
this chapter.

Bacon’s approach was the first to describe the empirical method. It in-
volved observation, formulation of a rule, further observation and refine-
ment of the rule until a point was reached where additional observations no
longer led to changing the rule. The rule was then ‘true’ until some further
observations could not be explained. I mention just in passing that the al-
ternative approach to science is associated with a Frenchman, Réné Descartes
(1596-1650). By profession a solider he is best remembered for his work
in mathematics, including the invention of much of modern algebra (includ-
ing analytic geometry). He enshrined logical analysis as the basis of sci-
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ence — a position much different from Bacon’s. Descartes’s intellectual test
was internal logic. He thought that all sciences were related; the linkage
being mathematics.

¢) Puritanism and Parliament

So much of English history has focused on the political battles between
the Parliament and the Stuarts that there has been a tendency to neglect
what was going on within the religious realm, not so much as between
Catholics and adherents to the Church of England, but within the Church
of England itself. Even during the reigns of Henry VIII and Elizabeth I
there were strong, puritanical reform elements in the Church of England
which voiced regularly their complaints about corruption within the clergy
as well as too much attention being paid to ceremonial ritualism. They
abhorred religious statues; they viewed ritual with distaste — as though it
clouded true devotion. Obviously incense took the mind from pious prayer.
Moreover, they perceived the Church’s hierarchy as serving the rich and
neglecting the poor, catering to the powerful and affronting the weak. That
there was much cause for complaint made sense to those who were also
cognizant of the growth of Protestantism on the Continent. As noted al-
ready, Luther’s reforms were ‘high church’ (‘high’ refers to the presence of
ritualism; ‘low’ refers not only to the absence thereof but an emphasis on
evangelicalism?). But in Paris, Jean Calvin attacked Roman Catholic ritual-
ism, as did John Knox in Scotland as well as others in other places. The
century between Elizabeth’s triumph over the Spanish Armada (1588) and
the forced abdication of James II (1688) there were literally more than a
dozen major splinter groups, many of which had voices in the Parliament.
At ‘heart’, many of them may have wanted to be Church of England devo-
tees, but their distaste for the lack of moral and religious earnestness in the
Church’s hierarchy put them, for all real purposes, outside of the fold. Their
religious creed embraced a simple very straight-laced God-man tie, and they
saw the religious hierarchy as a Popish relic.

Religious wars not only are the outgrowth of strong feelings about reli-
gious practices, but they make for strange alliances. In this instance, major
mercantile interests, many peers who were High Church Anglicans with
large estates, and a great many religious pietists made common cause in
their fight against the Stuarts. Most mercantile interests, seeking monopoly
rights, sided with the Parliament (the others with the Crown) simply as a

7 Evangelicalism is a set of beliefs stressing salvation by faith in the atoning
death of Jesus Christ through personal conversion, the authority of Scripture, and
the importance of preaching as contrasted with ritual.



The Rise and Development of the American University System 33

matter of good business. Traditionally the peerage has not been friendly to
the Crown if for no other reason that the various dynasties have all been
non-English (even the Tudors stemmed from Welsh forbears).

Today we are living in a libertine world, and it is hard for us to imagine
anything else. However, during the reign of Charles I, many of the Puritans
had become millenniumists — devoutly believing that the world was about
to witness Christ’s Second Coming. In their eyes things seemed to be get-
ting worse, the regular Plague epidemics, the repeated harvest failures, and
the brutality of governmental measures made them fanatical. Some tried to
flee: We are all aware of the group of Plymouth pietists who went first to
Holland and then finally sailed on the Mayflower to Massachusetts, arriving
there in 1620. We may be less aware that a similar group settled in the
Virginia Colony.

The reign of James I (1604—1625) was turbulent, but it was as nothing
compared to the rule of his son, Charles I (‘reigned’ 1625-1649) who man-
aged to get into open conflict (Civil War) with the Parliament, not once but
twice. Charles I, a second son whose older brother died prematurely, was a
man of some personal physical achievement.8 Unfortunately for him, he not
only married a devout French Roman Catholic princess, but agreed in the
marriage contract to allow her to practice Roman Catholicism and to bring
up their children. As you can easily guess such an arrangement was highly
distasteful to his Protestant subjects, and actually abhorrent to those reform-
minded Protestants who called themselves Puritans.

For the most part, the Puritan Members of Parliament who held this view
were also well aware that pursuit of their views would rend the country
completely, but between what they believed and what the Crown dished up,
not only did factionalism increase, but events got totally out of control.
Eventually when Charles I had troubles in Scotland, he had to get funds
from Parliament, and as these things sometimes happen hot-headism pre-
vailed, and Civil War broke out. (Strange as it may seem, the Parliament
took action to ‘protect’ the king.)

Charles’s ministers first and then he, himself, proved totally unable to
handle his relationships with the leaders of Parliament. When force was
used against them, individually and then collectively, Parliament (particu-
larly the Commons), rose up in open rebellion and defeated him. Twice
King Charles I was captured, and only then did Oliver Cromwell, the Par-
liamentary Army’s ablest general, reluctantly decide that if there were to be
any peace, Charles would have to be executed.

8 Apparently he was a retarded child, did not speak until aged 5, nor walk until
the age of 7.
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That unhappy event occurred on January 30, 1649. Cromwell’s Com-
monwealth was established, ushering in a period of dominant Puritanism.

To complete the political aspect of our story: The Commonwealth lasted
about 10 years. After Oliver Cromwell died his son, Richard, tried to pro-
long the regime, but the leaders of the Army turned against him, and in-
vited the Pretender, Charles II, to take the throne. Although he was person-
ally of the Roman Catholic persuasion (his mother’s religion), he ruled as
an Anglican.” When he returned to England he announced that only the men
who had sentenced his father to death would be prosecuted. His reign was
not without its difficulties. Getting appropriations thought Parliament was
always an iffy thing; actually for a time he lived off of the largesse of
England’s principal enemy, France. Although Charles II had many illegiti-
mate sons, his Roman Catholic brother, James (Duke of York) succeeded
him, After about three years (when James’s Catholic wife produced an heir),
James II was forced to abdicate in 1688 in favor of his Protestant daughter
Mary II and her Dutch Protestant husband William III. As this is not an
article on political history, let us turn to the true topic.

Puritanism, particularly during the Commonwealth, took the visible form
of the destruction of church decoration — statues were particular targets. But
a somewhat stronger effect was the development of divisions within such
general institutions as not only the Church, itself, but also the two major
universities, Oxford and Cambridge. And it is what happened there which
interests us. I should mention that the universities were well-endowed in the
sense that professorships were created.

3. Life at Oxford:
Connections with Puritanism and Geniuses

a) Life at Oxford!0

The English education system throughout this period involved some home
tutelage for small boys, cathedral schools (often connected with the need to
provide a boys’ choir for the masses), some urban schools, and the great

9 When he was about to die he announced that he had done what he could for
Britain, and now it was time to do something for himself. He re-embraced Roman
Catholicism and promptly expired.

10 At the end of the last lecture I mentioned Roger Bacon, a Franciscan friar,
whose interest in scientific advance was a feature of life at Oxford. My point then
was that Bacon’s role was condemned at the time. Later when scientific studies
became encouraged his record was resurrected, and he was much honored. By then
he was long dead.
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‘public’ schools (meaning only that enrolment was open to those in the
public who could pay or whose sons could get scholarships). Families with
funds expected to send their boys off to these schools when they were about
eight. Serious students were occasionally ready for college at 12, although
it was more usual for the boys to be 17 or 18. I should have mentioned
earlier that not only the Crown (Kings and Trinity Colleges, Cambridge) but
several wealthy benefactors (Cardinal Wolsey had endowed Christ Church,
Oxford) had endowed colleges at Oxford and Cambridge.

Throughout this period the colleges at Oxford and Cambridge thus con-
tinued to be the training place for young gentlemen as well as young men
who were thought sufficiently intellectually endowed to win scholarships or
the support of some person with means. Training tended to be individual
within the colleges. A fellow of the college saw each student (occasionally,
two together) weekly and supervised their reading and writing assignments.
How much was learned, of course, depended upon the relationship between
the teacher and the student. Studies focused on Latin and Greek, on adapta-
tions of the traditional #rivium (grammar, rhetoric and logic [including the
dialectic]) and the quadrivium (arithmetic, music, geometry, and astronomy).
A good education involved knowledge of foreign languages (particularly
French), some familiarity with the graphic arts (painting and sculpture), a
knowledge of the Bible, and familiarity with English and occasionally
French poetry and other forms of artistic expression. At Oxford training in
arithmetic, geometry, and astronomy was explicitly required. At Cambridge
during the 1640s less attention was given to maths.!1-12

College life was always pretty well prescribed, with short, somewhat
intense, teaching terms and somewhat lengthy periods in between. During
the vacations the students generally returned to their homes, and they were
supposed to continue their work. In college, students invariably had per-
sonal servants; they were required to dine a minimum of a certain number
of evenings in the college dining halls (wearing the gown appropriate to
their academic status). These dinners were formal, beginning with a Latin
grace. The College Master (some were called Provosts or Principals or

11 According to the great Oxford Savilian Professor of Mathematics, John Wallis
(1616-1703) he learned as an undergraduate at Cambridge that mathematics might
be appropriate for seamen, but not for gentlemen, and he knew of only two under-
graduates who had any real knowledge of the topic (Webster, 1976, 119).

12 After the Civil War and the Commonwealth ended, Grand Tours were recom-
mended. These consisted of travelling abroad going through Paris, Southern France,
Italy, Switzerland, Germany, and Holland. Students did not travel alone; they went
with servants and not infrequently a tutor. Much of the correspondence of these
travelers (and the advice given them) can be found in family papers. For a taste of
what was involved see Lord Chesterfield’s Letters to his Son.
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Presidents) presided over the High Table (so called because it was on a
dias) where the fellows and their guests dined on a menu invariably better
than what the students were given. The colleges were a self-governing so-
ciety — usually autocratic (the Master and depending upon his whims the
fellows) and occasionally theocratic. The fellows generally elected the
master who, in practice, served for life. For certain colleges the Crown
(meaning ‘the King’s Most Excellent Majesty’, the Privy Council) selected
masters, but in some instances it is still a personal appointment by the
sovereign. Not infrequently the election had to be approved by the Crown.
If the colleges wished to change their rules, generally they had to go to the
Privy Council as their charters were usually royal.

Students were considered gentlemen. There are books published during
the period that described what a gentleman was supposed to know and be
able to do. The royalists drew on the tradition of ‘courtesy books’ — written
by James Cleland (1607), Henry Peacham (1622), and John Gailard (1678).
Gentlemen, except in Puritan times when such things could not be done
publically, danced, flirted, engaged in sports (including fencing), gambled,
probably fornicated, and enjoyed the usual natural exuberance of being
young. Some were even serious and wrote poetry — to say nothing of doing
scientific research. For the Puritans education focused strongly on religious
subjects, involving not only the Bible (to be read very carefully) but also
many tracts. Disciplined Puritan minds were supposed to be open to scien-
tific learning, albeit much of what they learned we would be hard put to
call scientific. Insofar as I am aware Puritan students didn’t dance, surely
flirted albeit along Scriptural lines. likely engaged in some forms of sports
(probably including fencing), and took their exuberances soberly.

The other details of life varied somewhat between the colleges. Life in
the Puritan colleges involved a great deal of time in chapel — if not actu-
ally praying, then listening to interminable sermons on wickedness and the
like. But life in the royalist colleges was different; prayers were limited
(although mandatory) and the good life abounded.

In not a few instances the students offended the college rules and were
‘sent down’, meaning sent away. Usually among the offenses were drunken-
ness, lewdness, and thievery. But other offenses like being married also
resulted in expulsion. Attendance at the Puritan colleges was self-selective,
and I would warrant that by and large students knew what they were in for
before they applied.

The colleges together made up the university. The colleges did most of
the teaching but the universities did offer professorial lectures, conducted
the examinations, and granted the degrees. Traditionally part of the ex-
aminations was oral. The candidate was seated on a three-legged stool and
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asked questions.!3 At the end of the first and third years, 1 believe, the
University held its examinations. Doing well in the examinations led to
recognition, and it was likely that a good government career might follow.

Most students did an Arts degree; it was not designed to train them for
anything specific, but the belief was that it sharpened the mind and pre-
pared the young man for any number of possible life choices.

If a student wished to do law, either during or after his college training,
he was required to enter one of the four Inns of Law in London to complete
its instruction. As for medicine, Henry VIII had endowed two regius profes-
sorships of medicine, one at each university, but such medical training as
was given was not as systematic as it was done abroad.!4 Medical training
was given at the university by means of lectures and the examination of
sick patients; only later were bodies used for dissection. How much was
actually learned depended upon the time and the faculty.

Upon successful completion of the university examinations students had
to sign the Articles of Faith. This requirement precluded many from actu-
ally taking their degrees. Roman Catholics in many instances did not even
come to the universities because they realized that they would never agree
to sign the Articles and take the degrees. And no small number of other
students refused the degrees as a matter of conscience. The great John
Locke's refused to sign the Articles; in the end, King Charles II, prompted
by Locke’s sponsor, the politically active Lord Ashley (later the first Earl
of Shaftesbury), directed the University to give Locke the degree.

13 For that reason at Cambridge the examination in a course of study was called
the tripos.

14 William Harvey (1578-1657), the discoverer of the circulation of blood, took
his initial medical training at Caius College, Cambridge. His initial degree at Cam-
bridge was in 1597, but he then went abroad to study medicine in Italy under Hie-
ronymus Fabricius and Galileo. His doctors degrees were given both by Padua and
Cambridge in 1602. Upon returning to England he practiced medicine in London.
In 1615 he was named Lumleian lecturer at the College of Surgeons (a profes-
sional guild-like organization). His great treatise on the circulation of blood ap-
peared in 1628. He was physician both to James I and Charles 1. Naturally he was
an ardent royalist.

IS5 Locke was very-well rounded in languages. After completing the usual under-
graduate courses and examinations he tutored students in Greek. Later, he sought to
take a Fellowship in Medicine. It was denied him because of his not signing the
Articles. King Charles II then intervened, and he was allowed to take the training.
In due course he had the personal courage to agree to operate to drain an internal
abdominal (liver) cyst of Lord Ashley (later the first Earl of Shaftesbury). The op-
eration proved successful, and thereafter Locke’s personal career was assured. Later
Locke personally drafted the Constitution of the Colony of South Carolina.
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Training at the universities was generally prerequisite to a successful
career in the Church. As instruction involved a good deal of training in
Latin and Greek as well as some Hebrew and considerable theology-philo-
sophy, during the 17" century the universities also became deeply involved
in the religious conflicts — with some colleges becoming bastions of High
Church religion and others centers for Low Church thinking. Particularly
during the first half of the 17™ century, a number of students preparing for
the Anglican ministry came to embrace pietistic faiths. This brought swift-
counter measures. One example was Archbishop (of Canterbury) William
Laud, the Stuart kings’ man and Chancellor of Oxford,'® who did what he
could to stamp out Puritan influences, but the colleges were divided, and
when Oliver Cromwell (1599-1658)!7 triumphed, the Puritans within Ox-
ford drove out all the royalists, many of whose offenses centered on their
taste for Anglican ritual. Nonetheless many students, upon receiving the
degree, took Holy Orders. Some of them, like Thomas Robert Malthus
(more than a century later), even remained in college as Fellows until the
urge to marry triumphed.!8 Until the late 19" century Fellows were not
allowed to marry, but election to a Senior College Fellowship promised a
lifetime of full support. Professors and College Masters were permitted to
marry and have families.

University training was certainly not prerequisite to success in business.
An exception was Haileybury College, where Malthus taught economics; it
was established largely by the East India Company for the training of its
future executives. And in the case of mercantile families, few thought that
a college education was useful for their heirs. Rather, the young men were
sent abroad to get first-hand trading experience.

b) Connections with Puritanism

As you might expect, some colleges were Puritan, others royalist. The
1640s, the 1650s and then the 1660s were periods of intense strain within
both Oxford and Cambridge. The divisions of the 1640s showed the grow-
ing strength of the Puritans; the absence of division during the 1650s re-

16 Laud came to a bad end. He was convicted by Parliament of High Treason and
beheaded in 1645.

17 At one time a Cambridge student, he left early to handle his family’s finan-
ces — he also studied briefly at Lincoln’s Inn. He was an ardent believer in Church
reform.

18 Patricia James in her authoritative biography of Malthus notes that the first
baby was born prematurely at seven months. Apparently when he wrote in his 1798
Essay on Population about the drive to reproduce he had himself in mind, albeit the
marriage did not come until later.
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flected the autocracy of the Puritans, and the revival of the royalist cause
in the 1660s came when everyone although tired of endless religious conflict
was aware that if the Duke of York became king, there would be a new
period of rampant royal Catholicism. There was much tension.

One major change during the Puritan period was that greater attention
was paid to new scientific learning. A major Puritan doctrine was that after
the Fall of Man, men were left totally ignorant. That state of total ignorance
reoccurred with each new birth, and it was society’s task to educate men to
solve their problems and in that way accomplish a Godly redemption. A
favorite exemplary passage was in Daniel 12, verse 4:

“But thou, O Daniel, shut up the words, and seal the book, even to the time of

the end; many shall run to and fro, and knowledge shall be increased.” (italics
added).

This ‘running to and fro’ was interpreted to put great emphasis on the
central role of education in the sciences, something which clearly impressed
the Puritan college tutors. And while they were aware of the utility of the
traditional trivium and quadrivium, anything new that seemed socially use-
ful had also to be considered — even if that utility was some distance away.
Thus, the Puritan environment offered more freedom of scientific specula-
tion than had been the previous case.

¢) The Oxford Geniuses

One of Bacon’s quondam assistants (1621-26) was a young Oxford-
trained physician, Thomas Hobbes (1588—1679). Hobbes’s carecer spans the
political spectrum. Being a man of ‘almost feminine courage’ (his self-
characterization), he left England during the turbulent 1640s and traveled
extensively on the Continent, meeting all the great minds (including Galileo,
Descartes, and Pére Mersenne!?). For a time while in Holland he tutored the
Pretender to the throne (later Charles II) in mathematics. When he returned
to England he published several things, including his seminal Leviathan, or
the Matter, Form, and Power of Commonwealth, Ecclesiastical and Civil
(1650). This book was an attempt to explain social organization. His ap-
proach is somewhat, but not entirely, Baconian.

Hobbes starts with arguing that knowledge is gained by the five senses and
put into an active brain. While in the brain it is often reinterpreted. In the
brain it is stored as a sensation or, because men have to learn language in

19 Marin Mersenne (1588-1648). A fellow student with Descartes who later be-
came a priest and defended him against clerical critics. He did notable work in
mathematics, in physics, and astronomy.
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order to operate, as a name — it is sort of I remember the face, but not the
name, or vice versa. In Hobbes’s world, men are highly individualistic and
essentially selfish. But in order not to be done in by their fellows (every per-
son is inclined to distrust everyone else) men make a ‘Social Contract’,
namely each agrees not to harm the others, if the others will not harm him.
After that men make a Government Contract, in which they agree that a gov-
ernment will be set up to enforce unilaterally and without compromise the
Social Contract. Beyond these two Contracts are a large set of covenants
between each man and the Society, as the latter is ruled by the Leviathan. A
covenant is an agreement between unequals, where the lesser can only appeal
to the greater’s sense of efficiency through equity. Thus the Hobbesian sys-
tem explained society as in effect a dictatorship, even a tyranny.

What Hobbes proposed was essentially shocking. For one thing he seemed
to be arguing that it was not faith but sensuous experiences that were the
key to education and knowledge — Hobbes did not embrace Bacon’s em-
piricism completely, but Bacon’s seeds were there. Secondly Hobbes seemed
to be saying that there was a virtual absolute right for the State (the Levia-
than) to use force in implementing the Government Contract. Force, then,
not God’s selection or even God’s plan, he defined as the origin of political
power. Hobbes’s world was a jungle and order occurred only when a ‘king
of the hill” emerged to enforce a universal agreement that no man, even
though he were jealous, would dare take up arms against a neighbor.

There was much opposition to these Hobbesian views. The bishops ob-
jected that he was denying that God’s Will underlay all events. For them just
what he denied was exactly their basis for religious faith. Others took objec-
tion to his view that men were essentially selfish — a view not postulated but
presumably actually observed. The third Earl of Shaftesbury opined that eve-
ry normal man had within his breast a ‘still small voice of righteousness’.
Adam Smith argued that according to his personal observations men were not
goat-like loners; rather they were like horses who enjoyed the propinquity of
their fellows. Later Smith also argued that men cooperated not out of fear but
because they understood the advantages of scale economies.

John Locke (1632—1704), a quondam student at Christ Church, Oxford,
also rejected the whole Hobbesian formulation, arguing instead that the Gov-
ernment Contract could be very limited. Moreover, God, not brute force, was
at the heart of the Lockean view. Locke argued that every man was endowed
by God with the right to life, freedom of movement (that is what he meant by
liberty), and estate (private property). Locke went on further to argue that if
a man fashioned something with his minds or his hands, that thing became
insofar as its value was enhanced partly (or totally) his. From this Adam
Smith and Karl Marx developed their labor theory of value.
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Looking back, 17" century England was ripe with geniuses. I will men-
tion only a few besides those named above (their names are in bold type):

One was Sir William Petty (1623-1687). He was the son of a cloth
maker and dyer. Rather precocious for a cabin boy going to sea, he man-
aged to break his leg and was put ashore in France. He went to the Jesuit
school in Caen where the good fathers agreed not to upset his Anglican
faith. By the time he was fifteen, he had “obtained the Latin, Greek, and
French tongues, the whole body of arithmetic, the practical geometry and
astronomy conducing to navigation and drilling” (Stone 1997). He then
entered the King’s Navy where he served until 1643. Because the political
situation was heating up, he returned to the Continent, taking up medical
courses at Leyden (he seems to have studied medicine with Thomas Hob-
bes), Utrecht, Paris, and eventually Oxford. While in Paris he became
something of a protegé of Hobbes (ibid., p. 7). When his father died, Petty
straightened out the family finances, but decided not to live in his father’s
small town (Romsey, Hampshire) but went to London where he was picked
up by the London Philosophical Society that included the Oxford literati
and scientists. The Oxford group was nicknamed the ‘Invisible Club’. In
1649 Petty took an Oxford degree in Physic (medicine) and became a Fel-
low of Brasenose College and deputy to the Professor of Anatomy. Life in
London was less dull than life in Oxford and Petty then managed to be
appointed also a Reader in Music at Gresham College, London.

In 1651 Petty took an appointment as Physician-General to the Parlia-
mentary Army in Ireland. The war there was shortly over, and Petty became
associated with the Surveyor-General. He proposed a way to measure not
only the population of Ireland but to estimate its annual output and con-
sumption. This effort is the first on record of national income and expend-
iture analysis. What he did sounds very simple — he made a survey of about
300 peasant households (he called them hearths), determined the average
number of persons in these households, then made a count of all the hearths.
That not only gave him the population but because he asked questions in
his smaller survey about consumption and output, he was able to estimate
the national income and the national product; of course, he also added in
the well-to-do households and their servants, etc. In the process of his
measurements he also found which were the best lands, and he bought
them. Petty was a Richard Cromwell ally, but he was also a very temperate
man. He had some bitter enemies (those who were anti-Cromwell), but
Petty managed to avoid disaster. While in Ireland he kept in touch with his
London and Oxford chums, and upon return to London he resumed his
practice of offering papers to the ‘Invisible Club’.

Later he estimated English income and output the same way. He was
loathe to publish, but he regularly reported on his research. Charles II made
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him Surveyor General of Ireland, and the ever-ready Petty again snapped
up some of the best lands. He married the Baroness Shelburne, and his sons
were successively Lord Shelburne (q.v.). He was also an inventor of a
double-keeled boat as well as a copying machine.

Another genius was Arthur Halley (1656—1740) who is best known as an
astronomer. Clearly much younger than Hobbes or Petty, he should be in-
cluded with them because his genius showed at very young age. At age 17
he went to Oxford already knowing Latin, Greek, and Hebrew and he took
with him “a collection of instruments” (Stone, 237). Before he was 20 he
had given no less than three papers to the Royal Society (which we will
discuss later). In 1676 before he sat for his degree he left Oxford, enjoying
the help of King Charles II to get on an East Indiaman, to sail to St. Hel-
ena so that he could properly map out the skies of the Southern Hemi-
sphere. He came back after two years with a tenable theory of how water
gets from the seas back to the brooks feeding into rivers, an idea accepted
by Isaac Newton (to whom we will turn in a minute) that the force of
gravity was affected by the fact that the earth is an oblate sphere rather
than a perfect one, and a mapping of no less than 340 southern hemisphere
stars.

Upon his return (at age 22) he offered an estimate that the acreage of
England and Wales was 38.7 million acres. This he did by cutting out a map
of the countries and comparing its physical weight on a delicate scale to the
weight of a known area — a circle of 2" of the meridian which lay wholly
within the land area (Stone, 239). His estimate, using this very crude sys-
tem, came to 38.7 million acres: the current estimate is 37.3 million acres.
In 1687 (at age 31) he undertook personally (although he was not at all
rich) the expense of publishing Newton’s Principia — as Newton was a bit
of a nut, it was a daring thing to do. I know Halley’s work best because he
figured out the way to measure life expectancy; his method is still the one
used today. Of course, most of you know his work with the path of comets,
particularly the one that bears his name. I add but one thing; upon his return
from St. Helena Charles II directed Oxford to give him his Masters Degree.

Besides John Wallis, the mathematician mentioned in footnote 8, earlier,
Oxford had Robert Boyle (1627-1691), who devoted himself to physics and
chemistry. He invented a compressed-air pump, experimented in pneumat-
ics, measured the specific gravity of different substances, and studied the
nature of light waves, crystals, and electricity. He was the one who discov-
ered the relationship between sound and air, and concluded that all sub-
stances were composed of atoms, but arranged differently.

Another Oxonian of note was Robert Hooke (1635-1730), who antici-
pated the invention of the steam engine, developed a law of the extension
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and compression of elastic bodies, the simplest explanation of the theory of
the arch, and a balance spring for watches. The quadrant, Gregorian tele-
scope, and the microscope are substantially his inventions. Withal he carried
on a bitter feud with Isaac Newton,

And Locke, too, was a don at Oxford, although he chose to spend much
of his time in London where he was on the payroll of the 1% Earl of Shaft-
esbury. (When in 1665 the very Catholic James II succeeded his rather
tolerant brother, Shaftesbury fled for his life to Holland, taking Locke with
him). In 1688 James was forced to abdicate and was succeeded by a sister
(Mary II) and her Dutch husband (William III). Locke returned to England
and held some state office pretty much until he died.

4. The Royal Society

Charles II returned to England in 1660. Personally, he was much at-
tracted by the scientific studies being undertaken, and within two years he
had granted a charter to the ‘Invisible Club’, thereafter called the Royal
Society. Its membership was generally open, the one exception being
Thomas Hobbes who faced the enormous enmity of John Wallis and Robert
Boyle. Nonetheless, today it is Hobbes’s portrait that hangs in the main hall.
In any case, Wallis, Boyle, Locke and Petty as well as Halley and Newton
(whom we shall discuss in a moment), and the others already mentioned
were either charter or elected members.

One additional point. One of Petty’s friends, a mere haberdasher (that is,
maker-retailer of bespoke men’s shirts), John Graunt (1620-1674), under-
took to study the mortality records of the principal parishes around London.
In due course he reported on his findings, establishing for the first time
something of an epidemiological study of disease and mortality. He also
estimated the population. When I say that Graunt was a friend of Petty,
I should add that it was Graunt’s influence that got Petty the position of
music at Gresham College and a place in the world of the London literati.
Just after the Royal Society’s charter was given, Petty and his friends
floated the idea of making Graunt a member past Charles II. They were
afraid that his non-gentleman status might offend the King. To the contrary,
Charles is reported to have told them — if they had any other merchants of
that level of brilliance, elect them without bothering him.20

In time the Royal Society developed along two familiar lines. First, it
more or less canonized Francis Bacon’s approach to science — that is, the

20 Graunt was at first a Puritan but by the time he died, he had become a staunch
Roman Catholic.
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use of observation and generalization. Second, in time it was captured by
Isaac Newton, who modified the Bacon formula, replacing it with a single
crucial experiment. That is, if the latest generalization could pass a crucial
experiment, it was considered valid.

It was the meetings of the Society where the new scientific learning was
reported. And it was the Transactions of the Society where claims to origi-
nality were registered.

5. Isaac Newton (1642-1727)

Newton was the genius at Trinity College, Cambridge; indeed, in spite of
a miserable personality, he was during his lifetime recognized as the great-
est genius of the two centuries. By age 25 he had developed what he called
‘fluxions’, and what we call the differential calculus. (His claim was dis-
puted by Wilhelm Leibnitz, who published earlier.) No matter, according to
Voltaire (who said he had it from Newton’s step-niece) Newton deduced the
law of gravity after seeing an apple fall in his garden (he was then at his
mother’s farm because of a Plague epidemic in Cambridge). He deduced
from Kepler’s third law that the force between the earth and the moon must
be inversely proportional to the square of the distance between them. And
his laws of motion and equilibrium dominated the field until very recently.
His work on Optics, while somewhat flawed, did explain the refraction of
different colors. He explained why refracting telescopes gave a better image
than a direct one. In 1696, already having been elected to Parliament, he
took the position of Warden of the Mint and oversaw the Great Recoinage.?!
In 1699 he was made Master of the Mint, a position he held until he died.

His influence was unbelievable; he trained most of the next generation’s
physicists. (Actually he held the Lucasian Professorship of Mathematics.)
The experimental method he used, an adaptation of Bacon’s iterative obser-
vation and then generalization, became standard; it involved not many but
one ‘crucial’ experiment.

He was a serious student of alchemy. Interestingly enough, he thought his
greatest work was in theology. He left a remarkable manuscript on the
prophecies of Daniel and on the Apocalypse, a history of Creation, and
some Unitarian-like tracts.

21 The silver coins in Britain were wearing out, and it had become common to
demand not the face value of the coin but its intrinsic silver worth. The decision
was made to issue new coins (again done within the past 30 years). Newton won-
dered whether the coins should carry simply an extrinsic or a modified intrinsic
value. Locke advised the latter; it was an error, but that is what was done. (The
value of coins is now purely extrinsic — paper money is often used.)
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Newton was, personally, a very tortured man, and I will not digress to
discuss his many neuroses, including sadism. Unfortunately he remained
belligerently active until his death.

6. Conclusions

The interrelationship between English politics and scientific learning is
no coincidence. Bacon’s influence on science, and the Puritans’ influence
on remolding science to serve socially useful purposes, particularly, gave
Britain a kind of leadership that it has lost only in my own lifetime.

But one important generalization I have neglected to mention. The Wal-
lises and the Boyles and the Newtons were the university exceptions. For
the most part the Oxford and Cambridge college were concerned in turning
out young gentleman. They were a good place to send young men for their
roguish years. Good many of the students were scholarly-inclined, but most
were not.

Adam Smith felt that his years at Oxford (in the mid-18th century) were
wasted. So did Jeremy Bentham.

But what emerged from the Royal Society was similar to what emerged
from Aquinas’s University of Paris; namely a revolution in thinking.

III. Harvard and the Great State Universities in America
1. The New World and Its Cultures

We left off with the subject of Puritanism, but our attention now turns to
its influence on the beginnings of university education in America.

Colonial settlements in America effectively started in the decades before
the British Civil War (1642—-1648). The motives for establishing these colo-
nies varied, but the initial overwhelming reason for establishing the colonies
in New England was to create Puritan theocracies. The motives in the
other colonies differed. When we take them up later one by one, what
stands out is the role in each colony of higher education.

2. Puritanism in New England and Its Colleges
a) The Two Massachusetts Colonies

Anglican Puritanism in Stuart England can be seen as having been both
destructive as well as productive: it was destructive of great architecture
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and of dramatic and representational art; it was particularly productive in
the sense that it broadened the role of academic training, especially with
regard to scientific consciousness. In the New World, there was nothing for
the Puritans to destroy, and their Puritanism could have built on the produc-
tive aspect, but in truth, it did not. But why?

On November 21%, 1620 the 41 male members who had signed the May-
flower Compact, binding all to remain together in the new colony about to
be formed, debarked at Plymouth Rock.

Ten years later in 1630 a second Puritan colony, this time with a Royal
Charter, was established in what is now Boston. By the mid-1640s this
second colony numbered over 20,000 people. On board the Arabella, which
carried the group to the second colony, Governor John Winthrop stated in
a sermon:

“Thus stands the cause between God and us; we are entered into a covenant with
Him for this work; we have taken out a commission; the Lord hath given us
leave to draw our own articles. ... Now if the Lord shall be pleased to hear us
and bring us in peace to the place we desire, then hath He ratified this covenant
and sealed our Commission, [and] will expect a strict performance of the articles
contained in it.” (quoted in the Encyclopedia Britannica, “Protestantism, History
of”).
Failure to perform, he assured his congregants, would bring down God’s
wrath.

The New England Puritan heritage offered them the conviction that they
were to build a new Jerusalem, a land where piety and hard work would
bring its rewards, both spiritual and possibly at first to a lesser degree eco-
nomic. Viewed from our vantage point today, the New England Puritan
culture was rigidly theocratic and vehemently intolerant.

The Puritans coming to the Boston areca were not egalitarians; yet they
were not class-ridden, as was so much of the English scene.22 They were
imbued with (or were said to have been imbued with) a belief in the nobil-
ity of work, either as preachers, political leaders, professionals (physicians,
lawyers, and notaries), farmers, craftsmen, or as merchants. The New Eng-
land colonies were settled in part by well-established people, who had be-
sides strong convictions a great many skills. One has only to look at the
furniture being produced in New England during the 17" century to realize
how much human capital, aside from purely book-learning, had been carried
from Britain.

22 In England at the time any number of egalitarian Puritan sects were emerg-
ing: The Levellers, The Diggers, The Fifth Kingdom Believers, and some of the
Quakers.
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Guarding every activity were the community’s divines, the preachers.
Thus the communities were clearly structured; there were identifiable theo-
cratic leaders as well as political leaders, and whatever the rest did, they
were followers. But even the followers were recognized, if only theoreti-
cally, as having the potential of being social equals.23 One way to hurdle
such class and economic barriers as existed was through collegiate educa-
tion. This was not the case in many of the other English colonies in what
was later to become the United States.

Yet the Puritan community had an interesting social side. It emphasized
the moral responsibility of parents to educate their children until the chil-
dren were old enough for school, and it believed that all boys, at least,
should have rudimentary education. Some of the particularly talented or
socially-blessed young men were to have more formal training. Recall that
the Boston colony was established in 1630. Five years later the Latin Gram-
mar School opened; it remains a school of remarkable excellence to this
very day. In 1636, only six years after the first colonist put foot on Boston
soil, the local people decided to establish a college. The effort was headed
by Thomas Dudley (1576—-1653), who was second only to Governor Win-
throp. And when Winthrop chose Boston as the site for the colonial capital,
Dudley, quarrelling with him doubtless over expectations about the future
value of land holdings, managed to have the college located in his preferred
site, New Towne, (then renamed Cambridge in honor of the Alma Mater of
some of the leading colonists). Classes started in 1638 with a single master,
and later that year Boston General Court (the legislative unit) renamed the
College after its first benefactor John Harvard.2*

One can ponder why such a college not only was established so soon, but
also why it became a matter of public purpose. The answers can be many.
For one thing, as the Puritans had set up a theocracy, they had to have a
properly trained leadership, and such training not only required a college,
but one where developments could be kept under close control; they knew
about college fights over religion, and the idea was to avoid them. More
than that, the leaders of the new colony realized that if they were to keep

23 The Massachusetts colonies never practiced full equality. Some men were not
heard from at Town Meetings; the answer is simply that they were not recognized
when they rose to speak. Hawthorne’s The House of Seven Gables is said to be a
good description of the economic divisions underlying the social structure.

24 Harvard, a 1631 graduate of Emmanuel College, Cambridge (with a masters
degree, dated 1635) had sailed for Boston in 1638. He died of tuberculosis that same
year. He had inherited wealth in England and left an estate of about £1,600 (a
considerable sum). His own will directed that half of his money, along with his
collection of classical and theological literature, be given ‘to a school recently cre-
ated in New Towne’.
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the more ambitious of their sons in the New World they had to offer them
training on the site. Were the young men to go to Britain there was good
reason to expect that many would not return.2s

Harvard College was Congregationalist?¢ and remained so for about two
centuries. It was not ‘liberated’ first from close clerical supervision and then
later from political control until 1865. At that time the alumni started elect-
ing members to the governing board.

Even in its earliest years Harvard required that its applicants be able to
read, write, and speak Latin in prose and in verse; they had also to have
some familiarity with Greek. The four year baccalaureate course covered
grammar, rhetoric, logic, arithmetic, geometry, astronomy, ethics, ancient
history, Greek, and Hebrew. An additional three years of study gave a mas-
ters degree.

b) Rhode Island

As we have indicated, the theocracy in the Massachusetts Bay Colony
was fearfully intolerant. In 1636 in the Boston colony a minister, Roger
Williams (1603?—1683),27 and a small number of followers were banned for
expounding their views about the need for religious toleration. By 1637 the
colony had also expelled Mrs. Anne Hutchinson for antinominalism.28 She
and her followers left for what is now Newport; and as they were all killed
by Indians in 1643, her expulsion was obviously justified by later events.
However, even before that tragic event her followers had split, a major
faction going with William Coddington to an island in the Narragansett Bay.
That same year (1643), Williams, without Coddington’s agreement, went to
London and got a Royal Patent. Strange as it may seem, the various com-
munities in the area (all of whom ought to have understood a need for
toleration) could not get along. It was not until after the Restoration (1660)
that a Royal Charter was issued. Such divisions as must have existed pre-
cluded the easy acceptance of a college with a set religious view. In any

25 The academy from which the University of Pittsburgh stems was founded in
1787, at a time when Pittsburgh was hardly more than a village. But the reasons for
the academy’s founding were the same — if the young men went East to the estab-
lished colleges, they were unlikely to return.

26 The Congregationalists were Puritans where the specific rules were made by
the local church leaders.

27 Williams was educated at Cambridge. He became a protegé of Sir Edward
Coke and was also a friend of Oliver Cromwell.

28 Nominalism is a belief that abstractions or Platonic essences do not in truth
exist; it is essentially a rejection of Augustinianism as seen in the previous lecture.
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event, if a boy wanted to go to college there was always Harvard not far
away.

Much later, in 1764, a Baptist college was opened in Warren. It moved
to Providence in 1770, when it was also renamed in honor of Nicholas
Brown, a philanthropist.

¢) Connecticut

Connecticut, although originally settled by colonists from New Amster-
dam (later New York) and from Plymouth (Massachusetts), was in the long
run an offshoot from the Boston colony. In terms of collegiate education, it
did not rush to establish a college. What is now Yale University started in
1701, when a charter was issued by the colonial legislature for the Colle-
giate School then in Killingworth, but subsequently moving around until
1716 when it settled in New Haven. Two years later (1718) it was renamed
after Elihu Yale.2?® His initial gift was books, given at the suggestion of
Jeremiah Dummer (Connecticut’s agent in London), but in 1788 Cotton
Mather asked for more. Yale responded with more books, a portrait of
George I, and variety of goods from the East Indies. These last were sold
at auction, and the collegiate School in Saybrook realized about £800. With
that sum, it built Yale Hall. In 1745 a new charter was issued calling the
whole institution Yale College.30

d) New Hampshire

This area, originally claiming Vermont as well, had trouble detaching it-
self from claims made by both Massachusetts and New York. However, in
1679 it managed to get a Royal Charter.

Dartmouth College, located in Hanover, dates only from 1769 when
George III approved a charter drawn up by Governor John Wentworth of
the ‘Province of New Hampshire’. Instruction started shortly afterwards,
and the school was named for William Legge, the 2" Earl of Dartmouth,

29 Yale was born in Boston but was taken to England when only two years of
age. He became an official of the British East India Company, located in Madras;
in time he was accused of personally profiting from his company decisions and was
fined heavily. However, he was not discharged from the Company’s service. After
retirement he moved to England and became a philanthropist.

30 Yale’s medical school dates from 1810, and it created a law department in
1824. Benjamin Silliman who taught at Yale between 1802 and 1853 introduced
experimental and applied sciences in geology and chemistry. The Sheffield Scien-
tific School opened in the 1850s.
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president of the English trustees of the school. One of the schools missions
was to Christianize the Indians.3!

But even in theocratic New England some of the winds of the European
Enlightenment swept through. At Harvard the earlier texts focusing on Ar-
istotle were replaced by texts by Locke and Newton. In 1718 mathematics
and sciences entered the curriculum. There is a report that some conserva-
tive students angered by these new-fangled dalliances withdrew and went to
Yale. But the important point is that if New England cared nothing about
the theater and other impediments to clear thinking, the New England lead-
ers were very conscious of the need for scientific help to subdue the wilder-
ness they were settling.

3. The Southern Colonies: Only One University
a) Virginia

The oldest settlements were in Virginia: Sir Walter Raleigh’s aborted effort
was in 1584. The Jamestown colony started in 1607; it was conceived as a
Puritan experiment (a desire to get away from the Anglican Church), but as
with children, they often do not grow into the bodies their parents expected.

By 1624, when the Royal Charter for the Virginia colony was granted,
more traditional minds were in control. The clear principal motive for colo-
nization was, while economic, also reflective of different class interests.
Among those who settled eastern Virginia were some families that had
ambitions to create plantations. Those who succeeded remained; others,
perhaps too late or less ambitious, tended to move from Tidewater lands to
the Piedmont area. Everywhere farming was the basic occupation; tobacco
became the staple crop. James I had an aversion to the smoking of tobacco,
and he actually canceled the Royal Charter in an effort to stamp out the
commercialization of ‘the weed’. It doesn’t work now; it didn’t work then.

The second college in the American colonies, William and Mary, was not
charted until 1693, and that only after the Virginia colony was economi-
cally profitable. Located in Williamsburg, Virginia, it too was originally
created to educate clergymen and colonial administrators, particularly those
with interest in becoming lawyers. Unlike Harvard, however, it quickly shed
any theological emphasis. Shortly after the American Revolution it even
reformed its curriculum in the direction of almost pure secularization;3? it

31 Moor’s Indian Charity School was established in Lebanon, Connecticut; it was
the direct antecedent of Dartmouth.

32 For this Thomas Jefferson is credited.
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dropped two divinity professorships, and added programs for the study of
law, political economy, history, mathematics, and modern languages (par-
ticularly French).

b) The Carolinas

Royal charters were given to colonial efforts in the Carolinas from as early
as 1629. But the first successful effort was in 1663 when Lord Ashley and
seven other proprietors made their effort. Even so, troubles with the Indians
kept developments slow. Although their intent was to grow silk, the principal
crops were rice, indigo, and naval stores (pitch and pine for masts). The col-
ony divided in 1729. North Carolina, lacking ports, developed small farms,
good for tobacco but not great plantation crops. Not so South Carolina; it
carried on brisk trade with the Caribbean colonies as well as with Europe.
There were no colleges established in the Carolinas until just after the Revo-
lution when North Carolina opened a state-supported university.

Georgia was established in 1732 as an experiment in philanthropy. James
Oglethorpe’s idea was to transport imprisoned debtors to Georgia where
they could remake their lives. Oglethorpe’s rules were strict: no slaves, no
landholdings over 500 acres, no drinking of rum. His rules did not last, and
Georgia became a royal colony in 1752. It was a small colony; it had no
college.

4. The Middle Colonies and Diversity
a) New York

New York had been a Dutch colony, but was conquered by the British in
1664, who named it after the Duke of York (later James II).33 The Dutch
had transported something of a feudal system to the Hudson Valley with
several families being given large grants of land. Over the opposition of the
local Dutch governor, the Amsterdam masters of the Dutch New Amsterdam
Colony authorized full religious toleration in the colony. Thus New York
benefitted from the immigration of Jewish and other traders, who had
originally been in Northeastern Brazil and the West Indies. New York har-
bor is first-rate, the city quickly became a major entrepot first for much of
the surrounding area and later for all of the colonies.

What is now Columbia University was founded as King’s College in
1754. It was renamed Columbia College when it reopened after the Revo-

33 1t was reconquered briefly by the Dutch in 1673.
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lutionary War in 1784. By that time New York had become quite cosmo-
politan (after all, it was thoroughly Dutch before the British captured the
place), and the curriculum emphasized not the traditional Greek-Latin-
mathematics traditions but, instead, nature study, commerce, history, gov-
ernment, and navigation.

b) New Jersey

In 1662 the territory between the Hudson River and the Delaware River
(along with parts of Maine and islands south and west of Cape Cod) was
deeded to the Duke of York (later James II). It was given the name of New
Jersey. Eventually when James II disappeared from history, it became a
Royal Colony.

Princeton University was originally founded as the College of New Jer-
sey in 1746. Its orientation was Presbyterian — as such it drew on the whole
Presbyterian population in the colonies. Among its graduates, for example,
were Piedmont Virginians.

Rutgers, originally called Queens College, was not established until 1766,
when a wave of religious pietism was again sweeping the culture. Its spon-
sor was the Dutch Reformed Church. It all but foundered, however, in the
years after the Revolution. In 1825, it was reestablished and renamed in
honor of Henry Rutgers, another philanthropist.

¢) Maryland

What is now roughly Maryland was given to the Calvert family in 1623;
the idea was to found a colony where Roman Catholic families could prac-
tice their religion without any hassle. In time Parliament took over control,
but the Calvert family (Lord Baltimore) resumed governorship in 1662. By
then the dominant Roman Catholicism had become tolerant of certain other,
but by no means all, Christian faiths. Full political suffrage was given to
non-Christians (specifically Jews) only in 1823. No colonial university was
established.

d) Pennsylvania

William Penn was given his charter for this state in 1681. The deed was
used to pay off debts owed by Charles II to William’s father, an Admiral.
William Penn, a moderate Quaker believing mostly in liberty of conscience
and pacifism, proposed a frame of government based on elections to two
houses; nonetheless there was some turmoil in setting up what finally be-
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came a flexible popular government. Perhaps because the soil was fertile,
Penn’s land policy so generous, the form of government so friendly, and
the atmosphere so tolerant, this colony caught on more than any others.
By 1683 there was a tide of Germans settling in the Delaware Valley. A
second tide, this time of Scotch-Irish, swept in during the 1720s and
1730s. At the time Adam Smith was writing The Wealth of Nations (pub-
lished in 1776) he advised all ambitious young men without money to go
to Pennsylvania.

As you know, even in his own lifetime Philadelphia was seen as some-
thing of a personal monument to Benjamin Franklin (1706—1790). Appren-
ticed to his brother (a printer), Franklin fled that apprenticeship and emi-
grated from Boston to Philadelphia in 1723. Within the first quinquennium
he took the lead in establishing a spectrum of higher education institutions.
First in 1727 there was his ‘Juno Discussion Club’, which he turned into
the American Philosophical Society in 1743 (patterned somewhat after the
Royal Society in London). Then he took the lead in opening the Philadel-
phia Library (chartered 1742).

He became the president of the board of trustees of the College and
Academy of Philadelphia in 1751, which got its charter in 1753 (and is now
the University of Pennsylvania). Insofar as I am aware, there was never a
strong church tie. The trustees opened a medical school in 1765, the first
in this country. In 1779 it started receiving state support, but since 1791 it
has been a privately endowed and controlled institution (although it still
competes with Pitt, Temple and Penn State for appropriations).

e) Delaware

Delaware was originally settled by the Dutch, but all were killed by In-
dians. In 1638 some Swedes set up the colony of New Sweden, located at
where Wilmington now is. The Dutch seized the colony in 1655, the British
in 1664 (there was a brief Dutch reconquest) but it became part of New
York until 1682 when the Duke of York ceded it to William Penn. Penn
proved unable to hold the colonists’ loyalty, and it was granted its own
governing assembly in 1704.

I find no record of a university prior to the Revolution.

The greatest emphasis in all of these schools was the training of young
middle class types who thought of themselves as (or were thought of as)
gentlemen. Many, but not all, were destined for the ministry or for teaching.
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The others often took up professions of law and medicine;?* it was not
unusual to find that a great many legislators were graduates of these schools.

The oldest explicitly non-denominational school founded in this country
was Union College in 1795 (located in Schenectady, New York). In 1845 it
was the first school actually to offer a degree (as distinct from training) in
engineering. However, training in engineering was pioneered by the United
States Military Academy at West Point.

5. The United States Army Academy at West Point:
The First Engineering School

The Academy was founded in 1802 by the United States Corps of Engi-
neers. The need had been stressed by General Henry Knox in 1776, and his
recommendation was taken up by both President Washington and Alexander
Hamilton. The role of the Corps extended well beyond the building of for-
tifications. Albert Gallatin’s 1803 proposal for internal improvements envis-
aged the Corps being responsible for canals (and locks) as well as toll
roads.3?

With the exception of Andrew Jackson, the United States Army’s officer
corps did not distinguish itself in the War with Britain, 1812—-1814. After
that conflict a decision was made to rededicate West Point’s objectives to
include training an officer corps for all of the army, and to improve its
curriculum. Colonel Sylvanus Thayer, himself a graduate of the Academy,
was chosen to become its Superintendent. Between 1815-1816 he was
posted to Europe to study the various training programs as well as fortifica-
tions. Upon his return in 1817, replete with French textbooks, he took
control of the Academy, something he retained until 1833. Thayer was
much impressed with the curriculum, the teaching methods, and the record
of graduates of the Paris Ecole Polytechnique.36 Thayer also hired Claude
Crozet, an experienced veteran of the Napoleonic Armies, to teach engineer-
ing.37 Most important there was a pattern of compulsory classes with each

34 The topic of training in law and medicine will be handled in the Fourth Lec-
ture.

35 Gallatin’s Plan envisaged the federal government being the active agent. Parts
of the Plan were taken up, principally by the States. De Witt Clinton, Governor of
New York, was instrumental in building the Erie Canal, connecting the outer Great
Lakes with the Hudson River. The old Baltimore Turnpike (later U.S.40) ran
through Uniontown (where Gallatin owned a fair amount of land).

36 Napoleon Bonaparte was an alumnus.

37 Dr. David Grove, currently the Historian of West Point, tells me that Crozet
served at the Academy from 1817-1823, a tumultuous period during which several
cadets brought court martial charges against Thayer. Thayer was acquitted. Crozet
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individual reciting and being graded at every session; accordingly West
Point’s engineers had a standard for delivering regularly.

It is interesting that it took less than a decade to see the idea of engineer-
ing schools mushroom. Rensselaer Polytechnic Institute, devoted to science
and engineering, was founded in 1824.

6. The Great State Universities
a) Prior to the Morrill Act

The first state-supported university was the University of North Carolina,
the charter of which was issued in 1789. It opened its doors in 1795 and
has remained in operation since then except for the period of the post-
Civil War reconstruction (1870-1875).

The University of Vermont also dates from this period, but until the 1863
Morrill Act it was essentially quiescent.

The University of Michigan started as a preparatory school and moved to
Ann Arbor (from Detroit) in 1837. It was modelled on European, particu-
larly German, universities of the period.38 Its original principal focus was
on training teachers. It profited from federal grants even prior to the 1863
Morrill Act.

b) The Morrill Act and What Followed

When Abraham Lincoln ran for the Presidency, his platform carried three
of four standard Industrialist-Northern planks. One dealt with no additional
slave states; a second promised federal support for a trans-continental rail-
road, westward from Chicago (through ‘free’ States). The third favored
tariffs. The ‘missing plank’ would have committed his party to hard cur-
rency, but as the Western states (like the South) favored easy money, noth-
ing was put down; this omission worked to keep the West with the North.

Aside from handling the difficult problems of financing and getting man-
power for the Civil War, Congress was in the mood to speed economic
development of both the North and the West. During some of the darkest
days of the Civil War Congressman Justin Smith Morrill of Vermont spon-

had been captured during Napoleon’s war in Russia; upon his release Crozet appar-
ently accompanied Napoleon to Elba. Crozet fought at Waterloo.

38 We will take up German universities in the fourth lecture. They laid greater
stress on scientific training than did the English universities. They also were built
upon more mature students than was the case in the United States.
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sored legislation giving for collegiate educational purposes to each state a
multiple of 30,000 acres of federally-owned land (each State got 60,000
acres for their two senators and an additional 30,000 for each of its Mem-
bers of the House). These lands could then be sold, and the resulting funds
were to be used to establish one or more schools to teach ‘agriculture and
the mechanic arts’. The act provided that these schools might offer other
classical and scientific subjects, as well. Also each school was required to
provide military training in the curriculum.3®

In all, 69 land-grant universities were thus established — in some in-
stances the States simply turned the money over to established colleges;
some examples were Rutgers and Vermont. Many colleges, carrying the
sub-title ‘Agricultural and Mining’ or some-such, are present evidence of
this legislation.

Perhaps the best-known land grant schools are Cornell in New York,40
Purdue in Indiana, the Massachusetts Institute of Technology, Ohio State
University, the University of Illinois (Urbana), and the University of Wis-
consin (Madison).

Morrill’s idea was to provide American agriculture, industry, and trade
with a continuously growing supply of young people, not necessarily from
the Eastern colleges’s traditional source — the ‘refined upper middle’ class-
es. More than that, his plan suggested that a college training might well
become the basis for a career not in the professions or the ministry.

In a way Ezra Cornell, one of the founding owners of the Western Union
telegraph, put it best. He wrote that he ‘would found a university where any
boy can find tuition in any subject’. Cornell University, founded in 1865,
bears his name, and much of it was financed by the Morrill Act. Indeed, the
Colleges of Agriculture, Human Ecology (formerly Home Economics), Vet-
erinary Medicine, and Industrial and Labor Relations are state-financed. The
following Colleges are privately endowed: Arts and Sciences; Architecture,
Art, & Planning; Engineering, Hotel Administration, Law, Business Manage-
ment, and Medicine. Part of what made Cornell distinctive is that its found-
ing president was Andrew Dickson White,*! who had seen what German uni-
versities had become and wanted to replicate the best of their features. White

39 Congress was all too well aware that the officer corps of the Army had been
Southern, leaving the Union rather desperate for trained soldiers of officer rank.

40 There is a Cornell College in Mt. Vernon, Towa, founded in 1853.

41 An 1853 graduate of Yale, White spent the next three years in Europe (includ-
ing 1854-55 as an attaché in St. Petersburg). Thereafter he became a professor of
history and English literature at the University of Michigan. White served as
U.S. Minister to Germany (1879-81), Russia (1892-94), and Ambassador to Ger-
many (1897-1902).



The Rise and Development of the American University System 57

presaged what became the best type of university builder. Cornell offered
him his dream — to found a co-educational university where liberal principles
with regard to religion, race, coeducation, and science reigned.*2

The Act specifically withheld funds from any State that did not train
young men of ‘any race’, one consequence of which was that Southern
States later often had ‘equivalent’ colleges for Black students.

¢) Training in Farming

Legislation passed during the Lincoln Presidency offered the railroads
building lines to the West not only a cash allowance per mile built, but
alternate sections on their right-of-way (when these sections were already
owned, the railroads were given compensatory lands). The railroads, then
finding themselves owners of large acreage (much with access to the rail-
heads), started immigration programs intending to persuade European
peasant-farmers to emigrate and take up farming on those lands. Not only
were incentives given in the way of credit to these now-immigrants, but the
railroad hired agents to help them adjust to what were quite new farming
conditions. The success of these private-railroad-sponsored projects cannot
be overestimated. And it was not long before the state schools of agriculture
offered to take over the financing of these efforts, particularly since they
made the farmers enthusiastic supporters of the universities’ claims for in-
creased legislative appropriations. (After World War I, the federal Depart-
ment of Agriculture set up a County Agricultural Agent system for the same
political reasons; it absorbed some but all of the state programs.)

d) The University of Wisconsin as a Case in Point

The case of my own undergraduate university, Wisconsin in Madison,
represents the Act at its best. The University was actually founded in 1836,
but its expansion in large measure dates from the funding given by the 1862
Morrill Act.

What may have set the university apart was its ties to the Progressive
Movement, a political agenda designed by Robert Marion LaFollette (1855—
1925), quondam County District Attorney, Congressman, Governor and
Senator. A graduate of the University, LaFollette became active in the Re-
publican Party. He achieved fame (notoriety/?) by attacking (and destroy-
ing) the Republican ‘boss’, Senator Philetus Sawyer. LaFollette’s political
base included the Scandinavians, dairy farmers, young men, and disgruntled

42 Oberlin College in Ohio was the first coeducational college (1872).
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politicians, and he was elected Governor in 1900 and re-elected in 1902 and
1904. As Governor he promoted new techniques; besides introducing direct
open political primaries*3 and particularly the “Wisconsin Idea”, he em-
ployed professorial talent from the University in the designing of bills and
administration of the State’s new regulatory agencies.

What was the “Wisconsin Idea?” In brief the University announced that
“the boundaries of the university campus are the boundaries of the state”.
When, after the railroads opened the Dakotas’ wheat-lands, Wisconsin’s
wheat-lands became sub-marginal, the College of Agriculture became the
agricultural research laboratories of the State. Its professors became respon-
sible for suggesting new ‘crops’. Noting the skills of many Swiss-born
farmers in Southern Wisconsin, Stephen Babcock suggested the creation of
a cheese industry. Beyond that suggestion, he actually invented a rather
simple butter-fat tester so that the milk could be watered to the point where
cheese would be most economically produced. Since then Wisconsin has led
the nation in cheese production. The soil of the Door Peninsular (an arm of
land extending into Lake Michigan) was poor, and the College counselled
the planting of thousands of cherry trees — the coolness of the water in the
spring leads to late blossoming and even later fruit-bearing. As the water
also keeps the temperature somewhat high in the early autumn the late-
bearing fruit can be picked at relative leisure.

The College of Agriculture came to offer ‘short courses’, lasting 3 to 8
weeks during the winter when young men could come to Madison to study
the principles of animal husbandry, milk production and preservation,
agronomy, and farm accounting. These university-trained young men be-
came not only more successful farmers, but they wanted on-site continuous
training programs, as well. Naturally, the recipients of these services became
regular champions of the university and pushed the state legislature ever to
fund new programs. It was not long before these in-site programs led to the
creation of a new college, the Extension College. What became quite inter-
esting to me as a boy was that the Extension College discovered that there
was a demand for on-site lectures in the Arts. Even in 1936, a time of
economic depression, the outlying communities were asking for and being
given lectures by John Steuart Curry (the noted American mid-painter) and
later concerts by Gunnar Johansen (a pianist-composer), and by the Pro
Arte Quartet (lately of Brussels, Belgium).

Wisconsin’s Arts and Science faculty was responsible for a great amount
of progressive legislation. A Wisconsin ‘hick’, coming from the small town

43 Anyone qualified to vote can ask for any one primary ballot; e.g. Democrats
can play a role in the selection of Republican candidates.
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of Portage, studied history at Johns Hopkins in Baltimore. There he was
taught the importance of the Puritan tradition as well as the role of Jeffer-
sonian individualism. When he returned to Wisconsin, he developed his
own theory of the significance of the frontier on American development,
namely a program of group-voluntarism. Thus it was that Frederick Jackson
Turner became renowned as a history lecturer in Madison. One of his PhD
students, a football player from Brown University, Charles McCarthy** (not
to be confused with the Senator of the same surname but of ill-repute)
became interested in social reform. Working with Governor LaFollette, he
founded the Wisconsin Legislative Reference Library. McCarthy and John
R. Commons of the Economics Department then fashioned the model Work-
man’s Compensation Bill that passed what had previously been judicial
rejection, as well as the Wisconsin Public Utility Commission, which was
organized so that the interested parties were openly represented by commit-
tees; the Commission itself was instructed to take the strongest recommen-
dations that these committees could recommend. This tactic also got around
the Supreme Court’s use of the 14" Amendment’s prohibition of encroach-
ments on the right of contract. Commons and his student, Paul Rauschen-
bush, designed in 1931 the first public unemployment compensation act in
this country. Another Commons student, Edwin E. Witte, chaired the com-
mittee that designed the 1935 Social Security Act. And Selig Perlman’s and
Edwin Witte’s student, Wilbur Cohen, put Medicare through the Congress.

What should be stressed is that while the student body in Madison was
largely from Wisconsin (although the University’s reputation for progressiv-
ism attracted many students particularly from New York and the East), the
University strove not only to offer a sophisticated education, but to divorce
that kind of sophistication from the ambience of the ‘Eastern elite’.45

44 McCarthy was a Providence ‘Irish tough’, who was recruited for his football
skills. In his Class at Brown University was also John D. Rockefeller, Jr. The reli-
giously pious billionaire, John D. Rockefeller, Sr., thought his naive son out to get
to know someone from a disadvantaged background, and the two young men ended
up as roommates for four years. Their friendship endured, even though McCarthy
became the archetypical quasi-Professor Reformer. When McCarthy got married; his
friend sent him a check for $10,000; it was returned with thanks and a note saying
that money could not enter their friendship. McCarthy was a key figure in the 1912
Presidential Election — his endorsement was sought both by Theodore Roosevelt and
Woodrow Wilson.

45 My recollection is that it took a brave kid in my high school to announce that
he was going to Harvard or Yale because he would get a better education there.
Rather what we told him (and there was more than a modicum of truth in what we
said) was that your Ivy League education might give you ‘better contacts’, but not
a better education. Why? Because we were ever ready to point out that the profes-
sors at Harvard and Yale were largely educated at Wisconsin.
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The Extension College offered a vast number of correspondence courses.
And when World War II came, the Army used the Extension College- to
provide correspondence courses for soldiers. I recall taking two. Strangely
enough they were much like courses given by tutors at Oxford or Cam-
bridge. Every assignment carried a heavy reading load plus an essay. The
essays were carefully read and commented upon. It was not an easy way to
get university credit, but it proved to be a marvellous way to get close tu-
toring on writing and thinking.

By the 1900 there began to be pressure to broaden the university cur-
riculum. Some argued that more emphasis should be put on training in the
sciences and less on training in the arts. Charles William Eliot, long-time
President of Harvard, is credited with starting the move to erase the tradi-
tional classics as the basis of a college education and establishing in its
stead a system of a few required and mostly elective courses. The idea took
hold quickly, and most universities followed suit within a decade. Everyone
understands the advantages of electives, but they can be expensive to teach;
the virtue of required courses is economy. At Harvard, Eliot’s successor,
Abbott Laurence Lowell, cut back on Eliot’s reforms; Lowell’s influence
was felt in other ways, as well. He was concerned that the dominance of
English culture be preserved at the better schools; his method was to reduce
drastically the number of Jews among the students and to eliminate the
appointment of Jews to the faculty. Black students were a rarity. Prejudice
towards Irish and Slavic Roman Catholics was also great, though there was
less prejudice towards Roman Catholics coming from established English
backgrounds (See Periman 1998).

At Wisconsin, again as a case example, the baccalaureate degree, tradi-
tionally a baccalaureate in arts (B.A.), was extended to include a companion
degree in science (B.S.). The principal differences dealt with more math,
less language and social studies, and many more bench science require-
ments.*6 And after World War I baccalaureate degrees in commerce became
commonplace; this degree was built around several points of focus: ac-
counting, personnel management, business statistics, and commercial law
and practices.

46 One interesting Wisconsin requirement was that the candidate be able to swim
100 yards. Physical education was required of all Freshman. Of course, the option
of taking Reserve Officers Training Corps courses, required under the Morrill Act,
was present; indeed, as I recall it was required of all underclass males.
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Some additional important points:

» Until the late 1960s most universities required very much the same kind
of preliminary high school training: 4 years of English literature and writ-
ing, two years of math (including algebra and geometry), two years of
history, two to four years of foreign languages (some colleges were still
insisting upon Latin as late as 1941), and at least one year of a ‘bench’
science (biology, chemistry, or physics). Most students had some common
knowledge of Shakespeare (Julius Caesar, Macbeth, and Hamlet) and at
least a passing acquaintanceship with the principal Old Testament stories
and the Beatitudes. This last point is important to keep in mind because
it reemerges in our last chapter.

* Even as late as World War II a collegiate training was not seen as the
principal avenue to business or industrial success.4’ Indeed, those who
selected the college preparatory track in high school were usually in the
minority. Most who sought to become school teachers eschewed college
and went to Normal Schools, which were trade schools, not universities.
They were often noted for their wonderful women graduates (the univer-
sity faculties were largely closed to women). Only in the twentieth cen-
tury has a college baccalaurcate degree been requisite for admission to
medical schools and law schools. Of this we will have more to say in the
fourth chapter.

» Styles of life in the colleges varied. In the socially-elite schools great
emphasis was put on social bearing. In many of the finer undergraduate
colleges catholicity of interest was stressed. By and large those who at-
tended the great state universities self-selected their own groups. Those
coming from wealthy families often elected to join with their cultural
peers in social fraternities and sororities — when membership was fre-
quently limited to Protestants or Christians (or occasionally to Jews).
Virtually every college had a daily or semi-daily student newspaper, and
one could see a great deal of the quality of life reflected in that paper.
College sports were often big news; but political issues also played an
exciting role in some cases.

* The role of parietal rules should be stressed. At Princeton, for instance,
only last term seniors were permitted to have a car on campus. Some
schools forbad marriage; anyone who did get married was suspended.
Dances and the like were invariably chaperoned; of course at some
schools chaperoning was something of a farce, but not so at most schools.

47 Most of the great American fortunes were built by men who lacked formal
college training; in fact, it was the other way around. Men like Henry Ford were
contemptuous of college training.
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Couples caught co-habiting were often put on probation or even expelled.
Cheating in examinations or plagiarism usually led to expulsion. Destruc-
tion of common property (library books) led to expulsion. Conviction of
a felony almost always led to expulsion, and the list of misdemeanors for
which a student invariably got probation was long.

* Dormitory life was very strict. Generally women were prohibited entrance
into the dormitory areas of men’s residential halls; the reverse was also
true of women’s dorms. Private rooming houses sufficed at most state
universities; there, certain parietal rules tended to be observed more in the
breach. Apartment living was also possible — it was largely a matter of
finance.

* During the depressed 1930s a great many students worked part-time to
support themselves. Tuition at the great state universities varied; the
University of California was free; at Wisconsin my recollection was that
it went from $32.50/semester to $50/semester in 1941. Rice University
was so splendidly endowed that there was no tuition.8 On the other
hand at Princeton there was a university barn where some of the under-
graduates could keep their polo ponies. Absent TV, more time was spent
reading. And what was available for reading did not include much sala-
cious material. Many students spent time half-listening to the radio.
Comedy and drama radio shows there were, but not very many. Soap
operas dominated. Dormitories were available, but not in the profusion
that now exist.

7. The World War II G.I. Bill

During World War II, Representative John Rankin, a particularly reaction-
ary congressman from Mississippi, sponsored legislation giving those who
had served in the armed forces during wartime a spectrum of benefits. One
set of benefits within that spectrum was known as the educational opportu-
nity.4° Briefly, the federal government offered to pay for tuition, books and
other materials, plus a monthly stipend (depending, as I recall, on one’s
marital status) for a month of schooling for each month of active service.
Anyone having served at least one month could get a minimum of 12
months of schooling, and the maximum for any veteran was 48 months.

48 My wife paid about $100/term at the University of Chicago during the late
1930s.

49 The Act also provided for inexpensive mortgages for homes. Other legislation
had provisions forcing employers to take back for 12 months anyone who had been
drafted.
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Bonuses to veterans had been considered to be something of a boondog-
gle after previous wars, and this one was often thought to be the greatest
boondoggle of them all. But it did not turn out that way.

From a sociological standpoint, World War II was a pressurized melting
pot. Absent the question of race (blacks were in segregated units) individu-
als were viewed not from the standpoint of their social class but more from
the standpoint of what they could actually do. Virtually illiterate young men
from the Southern Mountains adapted to Army life well, and before long
some of them had incentives to become something beyond their wildest
dreams.’® Many of them took the General Education Test in lieu of having
a high school diploma.

A great many veterans who had never contemplated any university educa-
tion availed themselves of this opportunity. For the far greater part they
were very serious young men and women. Many had seen battle; virtually
all had been under a maturing nervous strain for years and the unantici-
pated opportunity to train themselves for better-paying careers was some-
thing they enthusiastically embraced.

The G.I. Bill was not only a passage to a higher standard of living, but
it was a road to a wholly new set of social attitudes. The various landmark
Supreme Court decisions pertaining to civil rights as well as the civil rights
legislation of the 1950s are to my mind a clear by-product not of the War
but of the G.I. Bill. The program proved particularly efficient because by
giving training it prepared its trainees to hold better jobs and then pay
higher taxes. It was clear by the early 1960s that the program had truly
financed itself and more.

Of course many universities did their part to aid the veterans, often relax-
ing prerequisite standards and granting exemption from or alternatives to
requirements. If the ex-soldiers did well in their courses, what they had
lacked as prerequisites were often overlooked.

However, it is important to stress the discipline that these veterans brought
to their course-work. Regular attendance at lectures and sections was man-
datory; absences required excuses or grades were lowered or subvention

50 To particularize an example, during my Army basic training I was in a group
who were classified as Group I in terms of their purported intelligence (the AGCT).
One member of the group was a hill-billy from Tennessee (as I recall) by the name
of Woodrow Yontz. Yontz claimed that he had never worn shoes regularly until he
was drafted. He had anticipated that he would be a small-farmer all of his life. I
recall urging him to attend a performance of the Don Cossacks, a White Russian
Officers Choral Group. I next met him nine years later; I discovered that he was
finishing a PhD in economics at the University of Illinois (Urbana) and had been
employed as an economist by my wife-to-be in a Korean War Agency.
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withdrawn. Later in the fifth chapter I will turn to the role of university
regulations and parietal (within the walls) rules. They were still very strong
in the late 1940s, when the great mass of veterans were undergraduates. But
as service veterans the students were accustomed to obedience to such
things; radios were actually turned down after 9:00 p.m., and books were
returned to libraries on time.

Appendix to Chapters I-111

When we look at the current picture of let us say the University of Pitts-
burgh it is apparent that the system has had many roots. The centerpiece of
the place is the Cathedral of Learning, a medieval-type structure conscious-
ly intended to draw on the medieval gothic analog of men’s eyes uplifted
to the heavens where truth was believed to reside.

Another medieval aspect of the place is a tradition that one of the prin-
cipal missions of the university as an institution was to train young people
to think (reason) clearly and to be able to distinguish between the truth and
various kinds of falsehood. However, during the middle ages there may
have been more unanimity about just what was the truth than we are likely
now to grant, but upon investigation we will see that even then feelings
rode strong about differences on that important matter.

Perhaps the most medieval aspect of our current university is how it is
organized. Who determines what, and why? That was the principal question
emerging in the late Middle Ages. Principally there were two parties: The
Roman Catholic Church and the developing secular governments claiming
control over all mundane matters.

In the first of this series of chapters I try to summarize as best as I can
the character of the medieval Roman Catholic Church. And I would draw
your attention to the significance of St. Augustine, St. Bernard (the founder
of the Benedictine Monastic Order), and to a variety of Roman Popes whose
policies shaped the Church’s mission.

I also characterized the 12" and 13" centuries as a time when self-defined
secular groups sought to control specific activities. Perhaps it is best to start
with the development of craft and merchant guilds. Generally a small number
of individuals organized and sought a charter (usually from the secular ruler,
that is the one who guaranteed civic order and protection from marauding
bandits or aggressive greedy neighbors) giving them certain rights and privi-
leges. The rights often included economic monopoly powers (balanced by
promises of local social consideration) and the privileges included the right
to admit or deny admission to the guild. Thus it was that the fishmongers had
their own organization as did the carpenters and joiners. And so forth.
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Interestingly enough, the first university as a system in Europe began
with a charter issued in 1158 by one of the first German Holy Roman
Emperors (Frederick Barbarossa) to a group of students to establish a self-
governing institution in Bologna (Italy). In this case the students were the
universitas. That meant they made the rules, they hired the professors, they
checked on the lectures (seeing that the professors were prepared and met
the classes), they policed the students, and they granted the degrees, In
actual fact, the students were mature individuals who had been clerks either
for the civic municipalities or for the Church. The group of teachers (called
the collegium) were hired hands, but they were men who had established
reputations for their knowledge of Roman law. There were several faculties;
Law, Medicine and Philosophy. Students seeking training were enrolled in
only of these faculties. As with Sherlock Holmes’s Hound of the Basker-
villes what stands out is what wasn’t there, a faculty of theology. In short,
the University of Bologna was about as secular as anything could be in the
12™ century.

The second university was chartered about 1208. In this instance the
universitas was the masters (that is, the teachers), and the issuing authority
was the Roman Catholic Church, namely the administrator of the Archbish-
opric of Paris. The teachers termed their collective entity the collegium. As
such the collegium was in charge. It hired the faculty, admitted the students,
saw that the lectures were appropriate, governed the students’ behavior,
when the time came examined the students, and granted those deemed wor-
thy university degrees. The students were grouped according to the areas
from which they came; accordingly there were described as ‘the nations’.
At the University of Paris there were four faculties: Theology. Canon Law,
Medicine, and Philosophy. It is apparent that religious authorities played a
far greater role than at Bologna.

The final thrust of the first chapter was to explain that religious doctrine
became a fighting issue at the University of Paris during the mid-13th cen-
tury. The conservative wing of the Catholic Church sought to put down the
teaching of Aristotelianism by several ‘new thinkers’. Why? Because the
Aristotelian ‘philosophical’ doctrine led to conclusions that were contrary to
accepted Roman Catholic thinking. One of the Aristotelian thinkers, Siger
de Brabant, said that as the two conclusions were different, he was unable
to identify which was true. The other Aristotelian thinker, Thomas Aquinas,
argued that if Aristotelian conclusions differed from Church doctrine, then
the flaw could only be in the Aristotelian approach.

Aquinas had been trained originally at the University of Paris by another
major Aristotelian, known as Albertus Magnus. In time both men were
canonized (made saints). Upon graduation from the University of Paris



66 Mark Perlman

Aquinas went directly to Rome where he became the Pope’s principal advi-
sor regarding theology. Nonetheless at the end of his life he was summoned
back to Paris where his task was to ‘repair the damage’. that the Aristote-
lianism of Siger de Brabant had wracked. That task was far from finished
when shortly thereafter Aquinas died. The local Archbishop would have
excommunicated Aquinas if he had the chance, but Aquinas had too power-
ful friends. In time (actually less than a 100 years ago) the Vatican offi-
cially accepted as Truth Aquinas’s theological views.

The final theme of that chapter was the developing intellectual intoler-
ance of the 13" and 14" centuries. We who live in a country which has
made tolerance a virtue may find it hard to imagine life in a country where
tolerance was seen as permitting vice and where it was not enough to re-
main silent, but one had to be seen as on the side of virtue. Any deviation
from common practice could be noted, and if someone chose to make an
issue of it there was often ‘hell’ to pay.

The first chapter covered events in the 100 plus years between 1158
when Frederick Barbarossa issued a charter for the University of Bologna
and 1272 when Thomas Aquinas died.

Between those dates and the first quarter of the 17" century Europe had
changed in many ways. For one thing the establishment of universities
(particularly along the model of the University of Paris) had become com-
mon throughout western and central Europe. For another not only had Jo-
hannes Gutenberg printed his Bible with moveable type but the printing of
books proliferated in previously unimaginable quantities. The easy availabil-
ity of books encouraged reading habits. These habits also led to philo-
sophic and particularly theological controversies. These controversies often
added justification for what would have been otherwise mere nationalistic
wars. In the second chapter I stressed at the beginning that the 14%, 15%,
16", and 17" centuries were years of protracted wars.

This was the era of the rise of the Protestant Reformation. It was a time
when new religious leaders arose, many of them not only urging reinterpre-
tation of religious doctrine but preaching the right of the individual to read
the Bible himself and make of it what he could.

In such a milieu religious traditions were attacked from both sides. Some
thought that the old doctrines were too strict; others that they were too leni-
ent.

Our interest then turned to what had been going on in Britain, generally,
and at Oxford in particular. The University of Oxford was a combination of
colleges, some of them having been 13" century breakaways from the Uni-
versity of Paris. By the early 17" century colleges with Oxford began to
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pick sides — some were traditional and accepted both the Established Church
of England hierarchy and the Stuart royalist cause. But others thought the
Established Church to be too ‘showy’ (too much elaborate ritual) and cer-
tainly too lenient in its interpretation of standards of human contact. This
latter group was made of many sects, but there is a practice of generalizing
about them, and collectively they were termed the Puritans, albeit that actu-
ally one of the sects carried that names as well. Their strict (pleasure-
avoiding) interpretation of religion and life, itself, made them very critical
of the Stuart cause. James I, clearly a brilliant mind, had been an overt
homosexual. His successor (the second son), Charles I, had overcome in-
credible personal handicaps (he did not walk or talk until about five years
of age), but he was dominated by his wife, a French princess, who had
demanded and gotten permission not only to practice her Roman Catholic
faith but also to raise the children in that faith. Charles was something of
a first-class connoisseur of painting; indeed, a large portion of the Tsar’s art
collection at the Hermitage in St. Petersburg was sold by the Puritan gov-
ernment during the Commonwealth.

Student life at Oxford during this period depended in great degree upon
the religious bent of one’s college. Those in the Royalist colleges, that is
those adhering to the practices of the Established Church continued the
traditional education involving an appreciation of art, literature including
rhetoric (how to speak persuasively), music, and occasionally some maths.
Great emphasis was put on manners including holding one’s liquor, engag-
ing in different kinds of great and small talk depending upon the company,
appreciating artistic refinement, and so forth.

Those in the Puritan colleges spent more time discussing social reform,
particularly as it applied to a sober, even somber, approach to the duties of
the individual both to the community and to the future of one’s own soul.

The 17" century in Britain was generally characterized by two things:
(1) A long struggle including Civil Wars, regicide, and eventual Restoration
(of the Stuart Monarchy) and (2) the regular appearance of men of un-
doubted genius — philosophical giants like Hobbes and Locke and Petty
scientific giants like Boyle and Halley and Newton. What was most inter-
esting is that these giants, all university educated, did not generally do their
great deeds in such a way as to enhance the reputation of either their indi-
vidual colleges or universities. Rather some of them created a Royal vehi-
cle, the Royal Academy. Membership therein served to protect them from
popular criticism as they challenged ideas that had long been sanctioned by
authorities.

There we have it. In Britain the great discoveries were associated with a
protected vehicle, the Royal Academy located in London. The two great uni-
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versities continued to focus on the teaching of young gentlemen and occa-
sionally young gentlemen with enhanced personal and social consciences.

In the third chapter we turned to developments in the British colonies on
the North American mainland. The two colonies in Massachusetts, one at
Plymouth Rock and the other at Shawmut (now called Boston) were found-
ed as Puritan experiments. The Boston colony came into being (the first
foot on the soil) in 1630. By 1634 a high school had been established
(Boston Latin Grammar School which exists even now), and by 1636 a
college for young men was set up across the Charles River in a town sub-
sequently named for the University of Cambridge. Shortly after its founding
its name was changed to honor a local benefactor, John Harvard.

Massachusetts Colony and Harvard College were of the same culture;
theocratic puritanism. In the 1630s this theocracy drove out wayward Puri-
tans — some to Connecticut and others to Rhode Island.

The second college to be established in the British North American main-
land was William and Mary in 1693. It was not theocratically oriented;
rather it was in the social tradition of the Virginia planters, men of agricul-
tural industry — wealthy but lacking true aristocratic lineage. The third col-
lege, now known as Yale, established in 1716 was less theocratic than
Harvard but still a New England puritan institution. Princeton, was founded
in 1746; it, too, had a theocratic core, but it was more in the Scottish tradi-
tion, namely Presbyterianism. Columbia College (then known as King’s
College), founded in 1754, was nominally Church of England but as the
Colony of New York was culturally heterogeneous and economically very
advanced Columbia tended to be more trade- and commerce-oriented than
one normally associated with religion-dominated schools.

By the time of the American Revolution there were four other colleges
established: Pennsylvania (1753), Brown (1764), Rutgers (1766), and Dart-
mouth (1769).5!

In the several decades after the Revolution particular mention should be
made of the founding of two colleges. One was Union College (1795) in
Schenectady, New York; it was the first founded as a non-denominational
institution, although Thomas Jefferson had done much to secularize the cur-
riculum of William and Mary even before the Revolution. Another institu-
tion of significance was the United States Military Academy. Actually
founded in 1802 it was reorganized by Colonel Sylvester Thayer along the
lines of the French Ecole Polytechnique in 1817. West Point was our first
engineering school.

51 T am giving their current names. In each of the following cases the schools had
other names when their charters were first given.
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What stands out more than most other points is the importance of Har-
vard College. Why? Because the puritanish Congregational theocracy be-
lieved that education was essential to the Second Coming. Yale was more
progressive than Harvard, but its efforts at modification of the curriculum
tended to be experimental and short-lived. William and Mary aspired, |
believe, to be like Oxford and Cambridge, but as I have noted already the
Virginia squirocracy lacked the assured touch of the English nobility.

All of these schools were for men, only. They were taught languages
(particularly Latin and some Greek — except that at West Point then [as
likely now] French had to be mastered), some maths, certainly a good deal
of literature including rhetoric, and often some science. But the purpose of
the colleges was to train social leaders as much as it was to train future
teachers. Accordingly, emphasis was put on the training giving the desired
form of leadership. Henry Adams, who hated every moment he spent at
Harvard, particularly rejected the emphasis on Bible and religious training.
(It is also true that Henry Adams was never the leader that his Presidential
father and grandfather had been).

One by one after the Revolutionary War individual states began to found
their own public institutions. The first of these was the University of
North Carolina, founded in 1795. Vermont and then Michigan and others
followed.

The great change occurred after the passage of the Morrill Act during
the early years of the Civil War. Representative Justin Smith Morrill of
Vermont sponsored legislation giving for collegiate education to each state
a multiple of 30,000 acres of federally-owned land for each senator and
Member of the House that the State sent to Washington. These lands could
then be sold, and the funds used to establish schools to teach ‘agriculture
and the mechanical arts’. The act provided that these schools might offer
classical and scientific subjects, as well. Also each school was required to
provide military training — it having become all too evident that West
Point had somehow trained as its best students young men with a loyalty
to the South.

In all, there were 69 of the land-grant universities. Some states merely
turned the money over to established colleges. Perhaps the best known of
these land grant schools are Cornell (in New York), Ohio State in Colum-
bus, Massachusetts Institute of Technology in Cambridge, and the Univer-
sity of Wisconsin in Madison. The Act forbad racial discrimination, and so
Southern States had to found an ‘equivalent’ institution for young men of
color.

Many of these land grant colleges developed unique ‘flavors’. Ezra Cor-
nell, who had founded Cornell, wanted his school (including the land grant
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entities) to provide a kind of training (‘tuition’) for any boy in any subject
certainly a worthy, if unobtainable, objective. Accordingly, he hired one of
the more imaginative Yale graduates, Andrew Dickson White (who had
spent time in Germany) to recruit the best possible faculty.

In my third chapter I spent a great deal of time discussing my own
undergraduate institution, the University of Wisconsin. There the mission
was to make the ‘boundaries of the campus coterminous with the bounda-
ries of the State. The School of Agriculture undertook to reorganize farm-
ing when Wisconsin’s wheat lands became sub-marginal; wheat-farming
was replaced with dairy farms and cheese. The Economics Department
became deeply involved in designing workman’s compensation, public util-
ity rate-making, and unemployment compensation. The University spon-
sored State-wide first-rate music and art programs, and so forth. Perhaps
most worthy of mention were the short courses (lasting three to eight
weeks) given in Madison in the winter to young farmers so that their
farms would operate more efficiently and the Extension Courses which
were given by mail. Thus it was that America came to lead the world in
collegiate education.

During the period between the Civil War and World War I university
curricula changed. First, the emphasis on agriculture and engineering, as-
sociate with the Morrill Act, played a very important part in broadening
educational objectives. Second, and every bit as important, were reforms
internal to the schools, themselves. Outstanding was the decision of Charles
William Eliot, long-time President of Harvard, to let each student elect
(within very broad constraints) his own courses. Harvard’s change was
mimicked almost everywhere. The result, of course, was that university
administrations had to be concerned with student opinion because poor
teaching led to no registration in the courses. (There was, of course, the
opposite error — too easy grading let to over-registration.) The outgrowth of
both of these changes increased popular interest in collegiate education, but
still through the mid-1940s only a very small fraction of high school
graduates aspired to a university training and degree.

All of that changed in 1946 when the GI Bill, originally perceived as a
bit of boondoggle benefits to veterans, became operative. To the great
amazement of everyone, a tremendous number of World War II veterans
elected to go to the university. Whatever their background they seemed to
be a different kind of student. They were very disciplined — service in the
Armed Forces had seen to that. And because of their experiences (and often
somewhat older age) they were extremely well-focused.

That what had started with the Morrill Act and the land grant collegiate
program became more general with the wave of veterans going to universi-
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ties. A college degree was no longer a relative rarity, and families that had
never thought collegiate education necessary for their children changed their
thinking.

This chapter has been a very rough summary of the three chapters. I have
given it with the hope that you will want to look at them in some detail,
and to that end I am providing copies of them.

I am also giving each of you a copy of Lecture Four in the series of six.
It deals with Graduate education in the United States and emphasizes the
strange role of the German 19" century university on the teaching of eco-
nomics, and the role of economics in reshaping the American view towards
the educational process. It was the German 19" century university where
academic freedom was first defined and practiced. It is one of the horrible
ironies of history that it was the German imperial government which saw
the importance of academic freedom (Lehrfreiheit — the freedom to teach,
and Lernfreiheit — the freedom to study). It was the total collapse of the
German universities in 1933 that marked the most shameful academic sur-
render in history.

IV. Graduate Education in the United States:
Transformation of the German Tradition

At this point we step back in time in two senses. First, we consider
higher degrees as they have always existed in universities. Second we then
turn to the impact of 18" and 19" century German universities on the or-
ganization of graduate (truly post-graduate) instruction in American univer-
sities.

1. The General Tradition of Masters and Doctors Degrees

From the beginning, the University of Paris as well as other universities
granted both masters and doctors degrees. As we noted early on, the 13" cen-
tury saw the formation of many self-governing organizations of which craft
guilds and universities were but two. The tradition in both was that the
training process resulted in the competence associated with a recognized
journeyman. Hence a baccalaurcate degree was the academic equivalent of
a craftsman’s receiving journeyman’s status. With some years of additional
experience showing masterly skill, evidence of which was literally termed
‘a masterpiece’ (meaning that it qualified the producer to call himself a
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master) and capital (more of a problem, but one often associated with mar-
rying the widow of a deceased master-tradesman), the journeyman could set
himself up as a master, take on apprentices who in time (and through un-
derpaid apprentice service to him) would become journeymen.

The equivalent in academia was in the nature of things somewhat differ-
ent. Further experience for those holding baccalaureate degrees meant more
study and likely the writing of a master’s essay (like the tradesman’s mas-
terpiece, something of an intellectual masterpiece). And just as the craft
master-craftsmen could take on students (in his case, apprentices), so those
holding university masters degrees could take on students (for the baccalau-
reate); in a word they were qualified ‘university teachers’.

In an earlier lecture I adverted to the point that a doctor’s degree was
awarded when a person had created a body of recognized literary achieve-
ment. Generally but not always doctors degrees were granted to those who
held baccalaureate and masters degrees.

In German universities, even today, there is a division between (1) those
who have done the extra work beyond the master’s degree to hold what is
usually a Doctors Degree in Philosophy, that is a PhD, and (2) those who
are considered to be so much a master of their discipline, that they are
entitled to hold a professorship. The latter is the kind of doctorate which
medieval universities granted only to scholars of renown.

Minimally this super-doctorate involves the writing and the public de-
fense of a ‘super-dissertation’. The process is termed the ‘habilitation’, and
it permits the successful candidate to double the prefix before his name;
hence Herr Dr. Dr. Hans So-and-So. With the Germanic taste for extended
titles, when he gets his professorial chair our Hans goes by the splendid
moniker of Herr Professor Dr. Dr. Hans So-and-So.

2. The German Tradition

Given our American tie to our own relatively classless society and our
traditional English culture as well as our awareness of the horrendous his-
torical experience of Germany under Nazism, it is understandable why we
have an inherent unwillingness to credit to German cultural development
the greatness of modern universities. But, that is the case! However, just as
some French culture of the 17" and 18" centuries molded much of our
political thinking (i.e. Montesquieu’s L’Esprit des Lois), so developments
in late 18" and 19" century German philosophy and science molded our
American educational system. The idea of Academic Freedom, so dear to
the hearts of American professors, is actually a logical development of Ger-
man, not English nor other Continental, universities.
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While Germany far transcends Prussia, the fact is that Prussia led much
of what was educationally novel about Germany in the 18" and 19" centu-
ries. In 1717 Frederick William I ordered schooling for all children, but
only if schools were available. By 1763 Frederick II decreed the principle
of compulsory school attendance for both boys and girls, and by 1794 the
new Prussian legal code put all schools under state supervision. We who are
only too well aware of what German government supervision led to before
and during World War II should realize that during the Hohenzollern Mon-
archy and the Weimar Republic what government supervision essentially
meant was that secular not religious authorities were in charge.

These schools taught a traditional classical curriculum. But after the 1806
Prussian defeat by Napoleon at Jena, Johann Gottlieb Fichte (1762—1814),
an important philosopher and nationalist, wrote in 1807-08 an Address to
the German Nation in which he proposed a program of national reconstruc-
tion, involving among other things co-education of boys with girls as well
as curriculum changes designed to build pride in being a German. Fichte’s
appeal, as we shall see, succeeded even beyond his expectations, and Ger-
many became the educational leader of the world.

a) The Prestige of Immanuel Kant and the German Professoriat

Here we must digress for but a moment. The Great Enlightenment, a
17" century intellectual movement centered in France, nonetheless had as
its greatest figure, a German philosopher, Immanuel Kant (1724-1804).52
Coming from a Pietist background he originally entered the University of
Konigsberg as a theological student. Shortly afterwards he turned to math-
ematics and physics. Economic need forced him to withdraw from the
university in 1746, and he served as a family tutor for nine years (until
1755). In 1755 he completed his degree and took a position as a Privatdo-
cent (the equivalent of Lecturer — but one who collected his fees directly
from the students). He held that position until 1770, when on his third try
he managed to get a Professorship of Logic and Metaphysics. His literary
output was tremendous and of the highest quality. He held this professor-
ship until he died, although his 1793 Religion Within the Limits of Mere
Reason, brought him into open conflict with the Prussian authorities. He
was forbidden to lecture or write anything further on religious subjects.>3

52 Physically a puny and frail person, He cast a shadow many times a multiple
of his actual stature. He was to philosophy what Newton was to Physics.

53 Given his prestige and his power of reasoning he managed to interpret this ban
as his personal pledge to the King. When Frederick Wilhelm II died in 1797, Kant
considered the pledge void, and his last work was on a religious topic.
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Kant’s great personal prestige gave to German professorships, generally, the
beginning of a status that one eminent intellectual historian, my colleague
Fritz Ringer, likens to the Chinese Mandarin Class.>*

But Kant was hardly alone. It was an era when there abounded in Ger-
many, as at different times there had abounded in Florence (Italy) and in
England, many creative thinkers having interactions — particularly in the
field of educational reform. Friedrich Schiller ((1759—-1805), Wolfgang Goe-
the (1749-1852), G. W. F. Hegel (1770-1831), and Johann Paul Richter
(1763-1825).

Three educators are worth special mention. I have already mentioned
Fichte,3> He became a professor at the newly founded University of Berlin,
and its first Rector; there he was in the position to implement his earlier
(1806) appeal for German nationalism. A second was Friedrich Schleier-
macher (1768-1834), a Protestant theologian, who advocated the teaching
of social history, rather than simple military or political history; he joined
the faculty of the new University of Berlin in 1810. But it was Wilhelm von
Humboldt (1767-1837), a civil servant as well as a philologist, who, per-
sonally supported by the King, was responsible for the actual founding of
the University of Berlin. Even more significant was his great statement of
principle, “No teacher or student need adhere to any particular creed or
school of thought”,

But we are getting ahead of our story.

What had happened in the late 18" and early 19" centuries was that some
German universities happened to have as professors several score of very
imaginative thinkers, who reshaped their respective academic disciplines.
With the German culture’s taste for systematizing organization, the impact
of their work, particularly in the sense that it attracted numerous students,
led to the refocusing of efforts in these universities.

In one sense the University of Halle, once the center of Protestant reform,
became a leader in renouncing the earlier religious orthodoxy, which had
effectively hobbled imaginative discussion. German replaced Latin as the
teaching language, and professors were given freedom (largely for the first

54 During the Chinese Empire the highest nine grades of the Civil Service were
termed Mandarins; they were supposed to be the ‘wisest of the wise’. Appointment
was by examination involving considerable knowledge of Chinese culture — litera-
ture, history, philosophy, art, and music.

55 Fichte was something of a disciple of Kant; indeed, one of his works was at-
tributed to Kant until the latter commending it identified its true author. As a young
scholar, Fichte wrote on the role that religious revelation plays in men’s forming
their own original ideas, a theme that I have taken up in my own work.
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time) to lecture as they pleased. Halle even in the 1700s was becoming
famous for its scientific objectivity, rationalism, and freedom of inquiry.
Christian Wolff (1679-1754) became its professor of mathematics (at the
suggestion of his teacher Gottfried Wilhelm Leibniz3¢) and for 16 years
(1706-1723) he taught as he pleased.5” What he taught did not please the
Protestant Pietists. He was expelled and went to the University of Marburg
(1723-40). After the intervention of Frederick the Great, he returned to
Halle, serving as its Chancellor (1741-54).

In the late 18" century at the University of Goéttingen there was a group
of poets (the Gottinger Hain) who were the forerunners of German Ro-
manticism. As at the University of Halle, seven of them “The Gottinger
Sieben”, were expelled for their political activity. Expulsion or not, their
quondam presence gave the place prestige. Later at the end of the 19" cen-
tury Gottingen specialized in the sciences with such mathematicians as
Carl Friedrich Gauss, P. G. L. Dirichlet, Bernhard Riemann, and David
Hilbert. In the early 20" century Géttingen’s faculty included the likes of
Max Born, James Franck, Werner Heisenberg, and Max von Laue in its
physics group.

The center piece of all this reform, as I have already noted, was the
great Friedrich Wilhelm University in Berlin. Created by Wilhelm von
Humboldt, by 1849 it had in excess of 1850 students and was the leader
in teaching and research. Its faculty ‘boasted’ the philosophers G. W.F.
Hegel, J. G. Fichte, and Arthur Schopenhauer; the historians Leopold von
Ranke, Theodor Mommsen, and B. G. Niebuhr; the scientitists Hermann
von Helmholz and Rudolf Virchow; the theologian Friedrich Schleierma-
cher; the economists Gustav von Schmoller (1838—1917) and Werner Som-
bart (1863—1951) and the folklorists Jacob and Wilhelm Grimm. And with
such a faculty lecturing without doctrinal restraint, great things were being
accomplished.

For lack of time we cannot probe the impact of intellectual freedom in
the universities on the students, who were then led to expect a high rate of
socioeconomic reform. But this is an interesting topic, with the reforms
occurring over more than a decade. What was different about the German
reforms were the popular desire to retain the monarchy but deny its divine
origins. In a few words, nationalism was running strong but reformers
wanted it to proceed as a constitutional monarchy.

56 Leibniz was one of the two discoverers of the calculus (Newton was the other).
The notations we use as well as the name itself are those developed by Leibniz.

57 1t also pleased the Tsar of Russia (Peter the Great) who hired him as his sci-
ence advisor (1716—-1725). While in St. Petersburg Wolff founded the St. Petersburg
Academy of Sciences.
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This was a period of great unrest in Austria, with a reconstituted post-1848
Austria large-in-scale, large-in-reputation, but weak at the end of the last
battle.

One result was a mass migration of would-be reforming liberals to the
United States.

b) The Kulturkampf of the 1870s:
Its Background, and Its Aftermath

Germany, under Prussian leadership, became economically unified in the
1860s, and as part of the Prussian victory over France the Second Reich
was declared in Versailles in 1871. The architect of this consolidation was
the redoubtable Otto von Bismarck.

As part of his program, designed in large part to defeat his domestic
adversaries,>8 Bismarck, embarked on a series of wide-sweeping reforms.
Many of them were amazingly progressive, and among these 1 would list
his program for superannuation insurance and health insurance. And every
bit as progressive was his decision to take control of almost all the univer-
sities from the churches, putting state ministries in their place.>?

Bismarck’s actual target seems to have been the Roman Catholic high
schools — Bismarck, a staunch Lutheran, regarded the Catholics’ loyalty to
the German state with deep-rooted suspicion. Using some allies in the
Reichstag, he got his legislation through. That battle, termed the Kulturkampf
(the war of cultures), served to give the universities the kind of freedom
that von Humboldt had created in Berlin. Of course, not all places, particu-
larly those with weak faculties, could take advantage of their opportunities.
But what is remarkable is how many did.

Thus it was that the ‘Mandarins’ — to use Fritz Ringer’s wonderful meta-
phor — came to be the source of German national pride. As Professor
Ringer points out they were a class apart; they were not nobles, yet they

58 He, a committed conservative, actually ‘stole’ much of the Marxian Social-
Democrats’ program. In so doing, he out-Disraelied Disraeli, who had dreamed of
much the same thing.

59 German universities to this day have a divided authority. The Chancellors,
chosen by the Ministry of Education, head the university bureaucracies, including
all the administrators, secretaries, and building and grounds employees. The Rectors,
elected by the faculties, govern with deans and committees all academic matters.
Generally a professor is awarded by the Chancellor a number of assistants; they are
usually potential PhDs or those who already have their PhDs and who are working
on their ‘habilitation’. Everyone is well-paid.
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had much of the prestige of nobles; they were not normal civil servants
because they had far more personal freedom than civil servants enjoyed;
and they certainly were neither merchants nor industrialists, many of whom
might be far wealthier than the professors but whose tie to trade and indus-
try left ‘dust on their shoes’. It was for the professors a golden age; yet,
entry was not without its perils — they had to be approved for their jobs by
their faculty peers (who were subject to the usual set of jealousies preju-
dices of the times) and by the Ministry (where political pressures were
occasionally felt).

Nevertheless, let me emphasize the unbounded intellectual freedom these
‘Mandarin’-German professors enjoyed. Once appointed they appeared to
answer to no one; they taught what they believed, and they were encour-
aged to write and gain fame so that students from all over the world would
flock to their lectures. In brief, what German universities offered was unre-
strained freedom of inquiry something really found nowhere else at the
time.%0

In addition to the intellectual freedom of Bismarck’s system, there were
variable economic arrangements tied to every chair. Salaries were tied to
the professorial grades, and to most chairs several assistantships were al-
located. These assistantships were (and are) often for long periods of time —
time covering the apprenticeship (where the PhD. is the goal) and going
beyond not only to the point where a second book is published (the habili-
tation) but also for a period of privatdocentship, while the young scholar
waits for a chair to open. Thus, a professor could count on the collaboration
of a young colleague for ten and even 15 years.

Two points are worth to mention:

» These lectures generally appealed to students who had not only learned
the material traditionally required of undergraduates but who also were
interested in going beyond the traditional topics.

* And, there was a change of emphasis with ideas coming from the bench
sciences beginning to be applied to the humanities and social sciences,
particularly economics. In brief, the universities became pioneers in learn-
ing as well as their old role of conservators of learning.

60 The German professors of economics easily absorbed all these goodies, but
more frequently than not rejected Bismarck’s militarism, and preached socialism as
the desired political form of communitarianism. They were, to use their critics’
phrase, “Socialists of the Chair”. However some like Gustav Schmoller became
strong nationalists; in his case he was the last Kaiser’s political advisor.
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3. The American Academic ‘Grand Tour’
of the 1870s and 1880s

In the last lecture we touched upon the opening of universities associated
with the implementation of the 1862 Morrill Act. For Americans the post-
Civil War period while offering many new educational institutions devoted
to agriculture and engineering few seemed to have an idea of what and how
these schools ought to teach. Little wonder then that a goodly number of
graduates of Yale and other old-line universities, where the traditional cur-
riculum hewed to Greek, Latin, Hebrew, and English Culture, thought to go
to Germany to see what could be learned. Thus it was that a new kind of
academic pilgrimage was born; almost invariably some young potential
academics began to pursue something akin to the Continental Grand Tour,
once beloved of English post-graduate young bloods in the 18™ century. In
practice these men had already completed their baccalaurcate work, often
had spent some time in further study, and they could find little in Britain
to fascinate them because “Oxbridge” was geared to younger students.

Many who were interested in the sciences went to France, but what they
generally found was a Cartesian approach to all studies — that is an ap-
proach which stressed mathematics and logic. From a political standpoint
France during the 1870s and 1880s was not very interesting.

What was fascinating were the academic developments in Germany. If
philosophy was ‘king’, it was central economic reform that made up the
court. A great many Americans who went came back with expanded ideas
of education including the unbounded role of the brilliant professor (aca-
demic freedom) and what it most offered, an opportunity to follow a crea-
tive mind wherever it chose to go. Beyond that, almost all were impressed
with Bismarck’s social engineering — for industrially he was pulling Ger-
many up by its bootstraps.

Depending upon their discipline what the Americans received varied.
Many went to study philosophy and in the process picked up not only phi-
losophy but a knowledge of German and a love for Germany literature and
music. Others, going to study history, discovered the wealth of social in-
sights not limited to military or political events. Others went to study the
biological sciences, including medicine, and we will advert to their experi-
ences later. In my own discipline of economics about a dozen young men
went to see what the Germans were doing different from what was going
on in America with its strong tie to the British academic tradition. And they
came back with great doubts about social exploitation resulting from the
industrialization process. Most of all they were impressed with what the
Germans were doing to ameliorate the living conditions of workers.
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Two who followed this tour became presidents of new universities where
they could put their liberal ideas into practice. One was Andrew Dickson
White, who became the first president of Cornell University in Ithaca, New
York. The other was Daniel Coit Gilman®! who opened in 1876 the Johns
Hopkins University, dedicated mostly to research training and medicine.
(the undergraduate college was not founded until much later).62 But, before
returning to Gilman’s Johns Hopkins, I want to mention what happened to
several specific young men who were graduated about that time.

4. The Impact of German Academic Freedom
on American Universities

a) Some Interesting Types

Likely the greatest of all of these men was John Bates Clark (1847-1938).
A 1872 graduate of Amherst College,®> he went to Heidelberg and Zurich
for further training (he never took a doctorate). Upon returning to America
he could find only a lectureship at Carlton College (Minnesota).®4 Ill-health
plagued him, but eventually he moved east and became a professor at Smith
College (a school for women). In time he became the greatest of the
American economic theorists of the 19" century. Moving from a Christian
Socialist position he developed a ‘scientific’ theory of wages — each work-
er ought to be paid the value of his marginal product to the firm. This
abstraction is likely the first great American contribution to economic the-
ory. Later Clark became interested in the problems of monopoly, and after
writing a screed against them tempered his views in a second book with his
brilliant son, John Maurice Clark. Bates Clark was the model American
academic; his knowledge was catholic (universal!), he had strong views that
he modified when new evidence was presented. He wrote clearly and eas-
ily and published regularly. Invariably he had something new to say; and
while he was willing, even eager, to debate he always presented a well-
reasoned, nonaggressive rhetoric. In his later life he joined the faculty of
Columbia University, and his interests turned to the improvement of inter-
national relations.

61 For an admiring biography of Gilman see Abraham Flexner (1946).

62 From the first Hopkins did take very serious high school students and trained
them for the baccalaureate degree, but their training was more intensive than was
the case elsewhere (Cf. Flexner [1930]).

63 He had to drop out as an undergraduate to support his widowed mother and
siblings. He returned in 1871.

64 At Carlton his ‘star-student’ was Thorstein Veblen with whom he maintained
both a warm friendship and great disagreements until Veblen’s death.
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Edmund Jane James (1855-1925), an Illinoisan, studied under Johannes
Conrad at Halle and took a doctorate there in 1877. In 1883 he became a
professor at the Wharton School (University of Pennsylvania). James’s dis-
sertation was on tariffs, a policy of which he (and his school) approved. In
Philadelphia he became a supporter of labor unions, of bimetallism, and of
any program which would better the lives of workingmen.

Richard T. Ely (1854—-1943), a graduate of Columbia College was given a
three-year traveling fellowship to Germany. He was supposed to study phi-
losophy but found his Common Sense Scottish philosophic background in-
adequate preparation for understanding Kant and Hegel and so he turned to
economics.® He thought of Karl Knies (Heidelberg) as his mentor. He re-
turned to the United States and took an appointment as an Associate Profes-
sor, teaching political economy at Johns Hopkins, where he lectured sympa-
thetically on French and German Socialism. He was an indefatigable writer
of tracts and books in favor of social reform legislation. He was a great ad-
mirer of the German bureaucracy, something that Andrew Dickson White (at
Cornell) hold told him to tone down. At the time the Johns Hopkins depart-
ment included not only political economy but history as well as government.
He was competitive for a promotion to a full professorship with Herbert Bax-
ter Adams.%¢ Baxter Adams founded the American Historical Association;
Ely, in order to match Baxter Adams, then founded the American Economic
Association. Ely did not get his promotion; it was actively opposed by Simon
Newcomb, the Hopkins professor of astronomy who had done some work in
economics. Newcomb to the contrary notwithstanding, Ely populated Ameri-
can faculties with his students. Ely left Hopkins®’ and went to Wisconsin,
where he established what became one of the great economics departments.
Shortly after his arrival in Madison, the State Superintendent of Education,
Herbert Wells, writing in the conservative-oriented Nation, accused him of
teaching anarchism in the classroom. In due course hearings were held, he
enjoyed the support of dozens of leading thinkers, and he was totally cleared.

65 Thorstein Veblen thought Ely, whose classes at Hopkins he had attended, an
intellectual light-weight (Dorfman 1334, 40). Ely’s opinion of Veblen was not much
better (ibid.). Light-weight or not, Ely was an excellent organizer.

66 Ely thought he and Adams had agreed to an ‘iron-bound’ — neither would take
a promotion unless the other got one as well. Like many such things; the iron-bound
didn’t last. Adams was promoted, and Ely wasn’t. At the end of his very long life,
Ely dedicated his autobiography to Daniel Coit Gilman.

67 When John C. French came to writing the history of Johns Hopkins Univer-
sity there is no mention of Ely’s tenure there (French, 1946). This omission is, I
think, indicative of one aspect of Hopkins — its departments were always very small,
and when the key figure left all traces of his ‘regime’ disappeared. This was still
true in the 1960s and 1960s; when the very famous Machlup-Kuznets regime went,
there was within four years a complete change in personnel.
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The University Regents concluded their review of the case with what is the
American equivalent of the Mandarin’s charter:

“... We ... welcome from our teachers such discussions as shall suggest the
means and prepare the way by which knowledge may be extended, present evils
be removed, and others prevented. We feel that would be unworthy of the position
we hold if we did not believe in progress of all departments of knowledge. In all
lines of academic investigation it is of the utmost importance that the investigator
should be absolutely free to follow the indications of the truth wherever they may
lead. Whatever may be the limitations which trammel inquiry elsewhere we be-
lieve the great state University of Wisconsin should ever encourage that continu-
al and fearless sifting and winnowing by which alone the truth can be found.”

Henry Carter Adams (1851-1921) took his baccalaureate degree at what
is now Grinnell College Iowa and then in 1878 he was awarded the first
doctorate given in economics at Johns Hopkins. At loose ends, he got
money to travel in Europe, spending much of his time in Germany. Andrew
Dickson White then appointed him to a part-time position at Cornell. There
he fell afoul of the views of the senior Trustee Hiram Sage. The story was
that he gave an impromptu lecture in 1886 explaining that the Knights of
Labor workers who were striking for the 8-hour day had a view that their
jobs were akin to the ancient English right, namely property. Sage de-
manded that he be fired; he was. After some turmoil he was eventually
appointed as a professor at the University of Michigan. In time, the Cornell
faculty took up his cause and forced the President to offer him a regular
position. Adams then refused even to consider the offer until Sage had
personally apologized to him. The faculty also managed to get the apology,
which was duly tendered. It was only at that point that Adams turned Cor-
nell’s offer down. In time Adams became a leader in the development of
the Interstate Commerce Commission.

The President of Brown University, the Reverend E. Benjamin Andrews,
was another German-trained economist. Andrews hewed more closely to the
English economists’ conventional utilitarian line, but deviated temporarily
from his conservative American brethren when he adopted bimetallism as a
policy objective. Later, however, he reversed himself and became a gold-
standard advocate. But even then he took another radical position, he be-
came a fierce anti-monopolist. The important point is that he was an inde-
pendent thinker; that cost him his position at Brown.

Simon Patten (1852—1922) took his doctorate in 1878 at Halle with a
dissertation in public finance. Upon returning to the United States he was
unemployable and farmed for four years and then spent six more years
teaching at public school. Only in 1889 did he get a university position,
obtained at the Wharton School for him by his friend E.J. James. Like
James he was an ardent protectionist.
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Last but hardly least I should mention Edwin R. A. Seligman (1861—
1939), scion of a great American merchant-banking family, of German-
Jewish origin. Seligman spent several student years in Germany,®® and upon
return to America became professor of economics at Columbia in New
York. His speciality was taxation, and he was a staunch advocate of the
income tax.

b) The American Economic Association

In 1884 James and Patten at the Wharton School (University of Pennsyl-
vania) began inquiries about establishing an American equivalent of the
German Verein fiir Sozialpolitik — ‘Society for the Study of Social Econom-
ics’. What they wanted to attack was the prevalent notion that all eco-
nomic problems would solve themselves if only the market were permitted
to act freely.®® In any event in 1885 Richard Ely (then at Hopkins and
pressing for his professorship) took the lead in establishing what became
the American Economic Association. Associated with him were James, Pat-
ten, Henry Carter Adams, John Bates Clark, E. Benjamin Andrews, and
E. R. A. Seligman. What united them was a belief that the intervention of
the state was necessary to prevent the abuses of the free market. They were
joined by Francis A. Walker, a highly respected academic and also at the
time President of M.L.T.

As you might expect, the old line, purely American-educated economists
were aghast. By 1887 the young quondam rebels were ready to tone down
their program somewhat, but it was not until 1890 that the Association gave
up its endorsement of any specific legislation.”0

68 Seligman was no radical. As a boy, his tutor was no less than Horatio Alger.
But Seligman had sympathy for those who were not well off, and that element was
a basic part of his personal character. He was a great moderator; a full-bearded man
it is said that as he examined one side of an argument he stroked his beard to the
left and when it came to the other side, he stroked it to the right. In time the beard
was parted at the center.

69 “Primarily, the Association was, as Patten later asserted, a protest against the
narrow conventional English economics as well as the traditional self-satisfied po-
litical and social ideas in America (Dorfiman 1949, 209)”.

70 In my own time (1968—1981) as an ex-officio member of the Executive Com-
mittee that non-endorsement clause became a bone in the throats of those who
wanted to condemn American military action in Viet-Nam.
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5. The Johns Hopkins Medical School, Abraham Flexner,
and Medical Education in America

Medical education in America has an old history, but it was not until
after the mid-19" century that attention was paid to combining textbook
instruction with hospital work.”! The educational changes were wrought
first in Europe, particularly in Germany, where training included systematic
study of anatomy, botany, and chemistry — the sciences thought to be at the
heart of medical knowledge. Movement from the classroom to the hospital
ward as a teaching scene was amazingly slow.

Florence Nightingale’s amazing experience during the Crimean War gave
the British a wholly new view of what had been transpiring. She had had
training in Germany as a nurse, but it was her capacity for publicity that
made her reforms possible. She understood epidemiology — for instance she
compared the ‘normal’ rates of death by disease in British Army camps in
Britain with the truly devastating rates in Turkey and during the Crimean
War.”2 The establishment of the British Medical Council in 1858 centralized
the British system.

But it was not until 1893 that medical education in America had a like
revolution. Johns Hopkins, a Baltimore businessman, left his considerable
fortune to found a university and a hospital. We have already noted much
of what Gilman did on the university side, but on the medical side he did
even more. With meticulous slowness Gilman went about assembling a
medical faculty. First he fastened on William Henry Welch of New York
and then Philadelphia, likely the leading American pathologist. Then Gil-
man and Welch picked up William Osler, a Canadian medical internist also
in Philadelphia; after Osler it was Howard Atwood Kelly, a gynecologist.
The fourth was William Stewart Halsted, a surgeon.

The Hopkins ‘Big Four.” then went about filling the faculty ranks with
full-time teachers.

In 1893 Hopkins admitted its first medical class, requiring that each candi-
date have been a college graduate with a year’s collegiate training in the
natural sciences. By that time the Johns Hopkins Hospital had also been built,
and the medical school combined systematic training in the lecture hall and

71 In his classic study of American medical insitutions, Abraham Flexner men-
tions that chairs in medicine at universities were established very early, and often
the person establishing the chair had a very good idea of what kind of training a
would-be physician ought to have. However, when the initial professor died or re-
tired the quality of the training fell apart (Flexner 1910, 5).

72 The Nobel Laureate, Sir Richard Stone, has written a brilliant description of
her work including her invention of the ‘pie-chart’ (Stone 1997).
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laboratories with a planned instructional curriculum rotation in the Hospital’s
wards. The superiority of this combined program was immediately noted.

About ten years later Abraham Flexner’? was commissioned by the Car-
negie Foundation for the Advancement of Teaching to survey the whole
American medical school scene. Flexner, a man without any training as a
physician but with the backing of the wealthy and influential Carnegie
Foundation managed to close about 150 medical schools within a few years.
His point was that medical education required laboratories, libraries, teach-
ing rooms, and continual access to teaching hospitals. More than that,
medical education required a full-time faculty.

6. Legal Education

While some lawyers had always been trained at colleges, by and large the
conventional way of becoming a lawyer until well into the 20" century was
the traditional route of apprenticeship. Young men ‘read law’, by entering
a law firm as inexpensive labor. Their master, either a single lawyer or a
partner in the firm, supervised such training at they got. At some point the
candidate was considered ready to take the ‘bar examination’, that is an
examination by something like a ‘guild’ which was recognized by the judi-
ciary as representing those qualified to argue cases (other than involving
their own persons) before the court. At its best, this approach, much like

73 Flexner was born in Louisville, KY. One of his older brothers gave him enough
money to go to Hopkins for two years. Flexner finished the 4-year course in those
two years and then returned to Louisville where he became in order a public school
teacher and then the patron of his own high school. He married wealth (a former
student). In time he and his wife decided to spend some time improving his knowl-
edge of psychology at Harvard (then part of the philosophy department) and to
travel in Europe. On their return he was commissioned to investigate the state of
American medical schools. He visited something like 155 of them (I think that there
were only 158). He then wrote a report on each concerning:

1. Their entrance requirement in theory and in fact.

2. The size and training of the faculty.

3. The sum available from the endowment and fees and how it was spent.

4. The quality and quantity of the teaching laboratories.

5. The relationship between the school and hospitals where teaching was allowed
(Flexner 1940).

Flexner’s younger brother, Simon, had had a ‘wretched’ medical education in
Louisville, but, influenced by Abraham, went to work in William Welch’s pathology
laboratory at Hopkins. Ten years later Simon became the principal at the founding
of the Rockefeller Institute in New York City (now the Rockefeller University).

Abraham Flexner executed investigations of medical teaching in England and
Germany. Later he investigated prostitution in Europe. His final achievement was
the creation of the Institute of Advanced Study in Princeton.
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the Inns at Court in London, emphasized court room skills — lawyers like
doctors with their black bags had a stock of techniques designed to sway
juries and judges, and these techniques were imparted along with on-the-job
training about the traditional Common Law (the law of stare decisis). At
their worst these examinations were desultory allowing persons unfit to
handle the law to gain admission to the courts as advocates (On the other
hand, Justice Oliver Wendell Holmes, Jr. apparently on application for his
examination, was asked a few desultory questions, paid his $5.00 fee and
was admitted without any real inquiry — he came from a good home, and
his social connections were impeccable).

In many places, particularly in big cities, the Bar was concerned about
the ‘wrong’ kind of person being admitted. What they wanted to avoid were
Celtic immigrants or Jews. Yet, these last wanted the status of lawyers in
order to get ahead economically and socially. Persistence usually won.

Many lawyers were opposed to formal collegiate training. Professor Law-
rence Friedman reports that a group of Philadelphia lawyers, all social
‘worthies’, in the 1830s managed to block the formation of a law depart-
ment at the University of Pennsylvania (Friedman, p.526). I infer from
Friedman’s discussion that their principal motive, as were some lawyers’
everywhere, was their wont to keep out of the profession young men from
impecunious and socially disadvantaged backgrounds. Schools were. by
their nature, less selective. Put social snobbery in tandem with a desire for
cheap apprentice labor, and you have a most appealing combination!

Friedman reports that in 1850 there were estimated to be 21,979 lawyers
in the United States. By 1900 there were 114,000 (Friedman, p.549).
Changes had occurred, and they impinge on our topic. Perhaps the most
important was the appointment at Harvard in 1870 Christopher Columbus
Langdell as professor. Langdell toughened the entrance requirements if the
student “did not have a college degree he had to show knowledge of Latin,
translating from Virgil, or Cicero, or from Caesar; he was also tested on
Blackstone’s Commentaries. Skill in French was acceptable as substitute for
Latin (Friedman, p. 530-31). In time Langdell lengthened the course from
two to three years, specific courses were instituted, and passage of yearly
examinations were required before a student could go on to the next yearly
sequence. He also threw out textbooks, substituting for them case books.
(However, his casebooks dealt largely with British cases, such American
ones as there were came from Massachusetts and New York.) Langdell’s
‘reforms’ were bitterly opposed, but in the end he triumphed.

Perhaps the most profound of Langdell’s changes was his insistence that
law was a science, and, as such, there were principles to be learned as well
as a method of how to learn them.
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The great weakness of Langdell’s reforms was his insistence that the
Common Law was what was to be learned, and he was the prophet who
interpreted it. Later Oliver Wendall Holmes, Jr., wrote his classic The Com-
mon Law, that gave a somewhat broader interpretation than Langdell’s.

Langdell’s ideas proliferated, and many state and other universities repli-
cated his system. And in most instances, graduation from a state’s law school
granted automatic admission to its Bar. In time the various State Bar Associa-
tions, concerned with the proliferation of competition, stiffened their exami-
nations. Now it is not unusual for some, even those who are graduated from
leading law schools, to fail the examinations on the first try. In fact, almost all
graduates take “Bar refresher courses”, in order to meet the test of the formal
examinations. This situation suggests that what one learns in law schools may
be somewhat different from what one needs to know to enter the Bar.

At present the Harvard system seems to have been adopted, at least in
part, by most law schools. Other schools focus in addition on other things.
I am told that Yale’s Law School focuses on the philosophy of law; Wis-
consin’s on the historical milieu in which law evolves. And so forth.

7. Some Conclusions

First, graduate training in universities is largely a legacy from Hohen-
zollern Germany. If the tradition of collegiate training focused primarily on
the young college entrant; the tradition of graduate training focused primar-
ily on the brilliant professor with a right to lecture on whatever his inves-
tigations showed. It is not a coincidence that those who brought this new
attitude towards the academic role got into trouble, but the companion fact
is that for the most part these troubles were surmounted.

Second, the opening of academic institutions to large numbers after the
passage of the Morrill Act and even more after the implementation of the
GI bill made graduate education, particularly in the sciences, a favored
course of personal choice. For want of time I have not detailed the develop-
ment of graduate schools of business administration, graduate schools of
education, graduate schools of social work, graduate schools of public ad-
ministration, or even graduate schools of nursing. But the common point for
all of them can be seen in a combination of the old Prussian tradition of
Academic Freedom and the Hopkins Medical School’s view that a full col-
legiate education with special training in the sciences was prerequisite for
work on the intellectual ‘frontiers’.

Thus far I have eschewed any discussion of what the growth of graduate
training did to the structure of universities. That is part of the topic of my
next lecture.
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V. The Modern American University —
Its Changes in the Last 70 Years

1. The Inter-War Period

In the third chapter I noted the growing division between the objectives of
the elite college, largely in the East, and the growing great state universities.
Both concentrated on educating essentially immature post-adolescents. In or-
der to continue the comparison let me focus on Harvard as typical of the
Eastern elite university and Wisconsin as typical of the great state university.

Also during this period several distinguished scholars, well-aware that in
America the universitas was virtually always a group of non-academic trus-
tees or state regents, became interested in defining academic freedom in
terms that would lead to recognition of de facto national collective bargain-
ing. They were insistent that what they had in mind was nothing so vulgar
as a craft union, but in fact that is what their organization became. It worked
on the whole successfully to give the professoriat a voice in the matters of
university administration.

a) Lowell’s and Conant'’s Harvard

You may recall that Charles William Eliot, a professor of mathematics and
chemistry, became president of Harvard in 1869, a position he held for forty
years. He was an educational reformer of the quality of Andrew Dickson
White of Cornell and Daniel Coit Gilman of Johns Hopkins. Eliot’s reforms
included greatly broadening the elective system to make it possible for un-
dergraduate students to specialize more deeply in subjects of their choice.
He also surrounded Harvard College with professional schools, thereby of-
fering Harvard undergraduates the stimulation that Gilman’s Hopkins had
envisaged from the very first. Eliot also fostered increased ties with French
and German universities by establishing two-way visiting professorships.

In 1909 Eliot retired and the member of the Harvard Corporation (techni-
cally the wuniversitas) chose as his successor Abbot Lawrence Lowell, a
Boston lawyer trained in political science. Lowell, retreating from Eliot’s
regime of continuous intellectual (curricular) pioneering, focused his inter-
est on the undergraduate socializing process. He introduced the ‘house
system’, only roughly analogous to the Oxbridge system of colleges.”
While all first year students lived in common dormitories, starting with the

74 The houses provided tutors, but different from Oxbridge the students were
supposed to get their main training at university lectures.
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second year each was assigned to one of seven ‘houses’, each of which was
effectively a dormitory and an eating commons. At the same time, Lowell
cut back on the ‘course-cafeteria’, that had characterized the Eliot regime.

If Eliot (and White and Gilman) were believers in intensive elective edu-
cation for able, hard-working students, it is fair to argue that Lowell’s ob-
jective was to prepare the ‘natural social leadership’ to assume its respon-
sibilities. This leadership seemed like a ‘natural’ in Boston, where old
families seemed to distinguish themselves in politics or on the judiciary,
generation after generation. Eliot’s Harvard had become truly a national,
even international, institution, and Lowell was quite alert to the possibilities
of educating the young ‘natural leaders’ from other sections of the country,
or even the world. Harvard was a feeder institution to the State Depart-
ment’s diplomatic corps, to senior bureaucrats in the government, to pres-
tigious law firms, to the leading banks, and most of all to posts of aca-
demic leadership throughout the country.

What worried Lowell was that the United States was straying from the
traditional paths that the ‘natural leadership’ had trodden. He was bothered
by so many Jewish students of marked academic achievement applying to
Harvard, for he felt that while they would get a good, solid education at
Harvard, they could not be trusted to offer the traditional kind of natural
leadership. As a consequence he openly advertised that there would hence-
forth be a numerus clausus for Jewish students; some would be allowed, but
that number would be kept small. This policy, clearly enunciated by him
just after World War I, became general among the leading elite colleges in
the United States (Lemann, 1999 Ch. 2). The University of Chicago was
partly an exception; because of its emphasis on scholarliness of its students
applications were self-selective.

Lowell’s strictures regarding students was also applied to the selection
and promotion of the Harvard faculty. In Eliot’s time Frank Taussig, from
a St. Louis German Jewish family, became the principal economist at Har-
vard. In Lowell’s time Harvard’s policy changed; Taussig’s greatest student,
Jacob Viner, went to Chicago because Harvard was not open to him. But
while there were some Jews on the Chicago faculty, each was recognized
virtually san pareil, suggesting a special test, but one that could be passed
(unlike Harvard and Columbia, Yale and Princeton (see Perlman 1998).

In my own experience once such a policy has been established, faculty
members, each wanting to get along with the administration,”® almost in-

75 Salaries and perks are individually negotiated with the university administra-
tors, and it is a rare professor who wants to jeopardize that relationship with voiced
disagreements.
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variably vote to satisfy the administration’s standards. Lowell did not have
to reiterate his views; once they were known, they were self-operative.

Lowell retired in 1933 and was succeeded by James Bryant Conant, a
chemist of considerable renown. Conant did not reverse the numeris clausis
policy regarding students,”® but he was very much concerned with the same
problem that had attracted Lowell’s attention, but with a much broader
perspective. Where Conant differed from Lowell is that Conant wanted
Harvard to attract the best student minds from all over the country. The
query then became how does one find the best student minds. Generally
there were two avenues to be pursued. One involved general intelligence
testing — that is, using a test which grades minds. The other avenue was to
develop a test that served as the best predictor of college achievement.
These are clearly not the same things.”’

Conant came out for the college predictor test, and that is how and why
the Educational Testing Service has gained the monopoly power it now
enjoys. All of this is very thoughtfully analyzed in Nicholas Lehmann’s
recent book, The Big Test.

One of Conant’s more interesting experiments was the creation of the
Harvard Junior Fellows Program. Conant thought that if a small number of
brilliant 2™ or 3™ year graduate students could be left to develop under the
tutelage of the faculty they could form the nucleus of something akin to the
17" century Royal Society. Their status, itself, would preclude the neces-
sity of following the usual course for a PhD. The program worked well, but
in time it proved necessary for them to have PhDs, as well as their status
as Junior Fellows.

All of the foregoing focuses on the brilliance at the margin. For the most
part Harvard college students during the inter-war period were gentlemen.
Lehman describes Harvard in the 1930s thus:

“Rich young men at Harvard conducted a life barely recognizable today as that
of college students. At a time when a quarter of the American workforce was
unemployed and desperate, they live in private apartments, attended by butlers

76 “Paying students were in short supply during the Depression, and to be admit-
ted not much of a feat if you had the money and the right background (unless you
were Jewish, that is — all of the most prestigious private universities in America
maintained informal but strict ceilings on the number of Jews they would admit,
Harvard being unusual only in President Lowell’s willingness to announce publicly
that this was his policy” (Lemann 1999, 27).

77 Einstein was a dolt in college; his achievements came much later and could
have been intuited from any examination of his thought process when he was in the
gymnasium. What I am saying is that Einstein was a genius; but his ‘college boards’
would not have predicted his being a brilliant college student.
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and maids, in a district called the Gold Coast, went to debutante balls in Boston,
did not customarily attend classes, and enrolled briefly in special tutoring schools
at the end of each semester so that would be able to pass their exams”. (Lemann,
27)

Thus the picture that I want to give of an elite New England college (and
university) as a place where what was of prime importance was the concern
for educating the nation’s leadership. Where Lowell differed from Eliot was
that Eliot was stock-of-knowledge oriented. Eliot was an educator in the
sense that he loved learning, and he wanted to broaden the vistas available
to students. By contrast, Lowell saw his role as taking America’s hereditary
leadership as clay to be molded with Harvard being something of a combi-
nation between a potter’s wheel (turning out a symmetric product) and a
place where a dedicated social sculptor could put on the finishing touches.

Conant accepted Lowell’s interest in training American leadership, but
where he differed Lowell was that Conant believed that leadership was a
matter of the young man’s adaptability to the university system. Conant was
much more of a democrat, but then Conant’s America had become more
democratic. Harvard was marching with the times, but Harvard was no call-
ing the tune.

b) Wisconsin

When earlier in the third chapter I talked about the University of Wis-
consin I did not mention the name of its President, Charles Richard Van
Hise (1857-1918). Van Hise was a geologist and a very early environmen-
talist. His own speciality was the iron fields at the western end of Lake
Superior, but when he became the university’s president, he devoted himself
to what I referred to as the Wisconsin Idea. He worked well with first
Governor and then Senator LaFollette.

But America’s entry into World War I spelled the end of the hegemony
of the Wisconsin Progressive Movement. Senator Robert M. LaFollette was
an isolationist to the bitter end, and Van Hise and the key faculty members
at the University in Madison publically repudiated him. In 1920, after the
War was over, the State and the country turned to rock-ribbed Republican-
ism; Theodore Roosevelt and Progressivism seemed to be in the shadows
of the past. Yet, in 1924 when Senator LaFollette ran for the Presidency on
a third party, Progressive, ticket, he amassed over 3 million votes. And
Herbert Hoover, his later reputation to the contrary notwithstanding, was
likely one of the most progressive Secretaries of Commerce that the nation
has ever had. Senator LaFollette died in 1925, and he was succeeded by his
son, Robert Fox LaFollette, also a progressive Republican leader.
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Van Hise died in 1918 and Charles McCarthy, the genius at legislative
design, died in 1923. Van Hise was succeeded by an zoologist and lim-
nologist, Edward Asahel Birge whose goal seems to have been to try to
keep the place on the Van Hise road. In 1925 Wisconsin experimented with
the appointment of an enterprising young editor of the Century Magazine,
Glen Frank. as it President. His mission seems to have been to restore
momentum to the University’s progressivism. But for the most part his ef-
forts failed, not the least for which was his own political ineptness in deal-
ing with the Wisconsin electorate; he did not realize how basically con-
servative Wisconsin voters were, unless they were appealed to on the basis
of ‘moving the economy and social reform programs ahead together’.’8
McCarthy’s successor was Edwin E. Witte, a Wisconsin Economics PhD,
who had been a Congressional Administrative aide during the early years
of the Wilson first administration. Witte joined the Wisconsin faculty in
1931.

Commons in the Economics Department did continue to press for pro-
gressive legislation — he was active in designing Milwaukee’s Bureau of the
Budget (the predecessor model for the organization of the same (similar,
really) name in Washington. And the university enjoyed the reputation for
its peculiar kind of Progressive liberalism it had built in the decade or so
before the War.

But within the tradition that van Hise had established, in 1931 Wisconsin
adopted an unemployment insurance system, crafted by Paul Raushenbush
(the son of a prominent Christian Socialist minister) and Commons. And
Edwin Witte chaired the committee that designed the Social Security Act of
1935. Wilbur Cohen, to whose name the Medicare program is credited, was
a student at the University at that time.”®

78 Frank, taking advantage of an academic freedom issue at Amherst College, its
President Alexander Meiklejohn having been fired, set Meiklejohn up as the Dean
of an Experimental College — one devoted to classical training in the tradition of the
great German universities. Emphasis was put particularly on the study of Greek
philosophy (and language, of course). The College attracted a number of students
who later in life greatly distinguished themselves, but the College was both too
self-consciously elitist and too isolated from the Wisconsin Idea to fit easily into the
Wisconsin profile. This experience illustrates in an important sense the limitations
of the University of Wisconsin.

79 Actually Cohen majored under Selig Perlman, but as was true of all of Perl-
man’s advisees, he took courses with Witte. Perlman was a sparkling lecturer — he
knew how to use to advantage his speech defect (he stuttered) and when audience
interest flagged he turned to mispronouncing something just before he dropped a
verbal gem (Perlman had a pronounced Yiddish intonation, if not an accent). Witte
was a very thorough lecturer; every word was written out in advance. Insofar as
facts were concerned, Witte was a master.
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But by 1938 the State seemed tired of Progressive legislation, and the
positive role of the Wisconsin Idea was deep in decline. In 1946 Senator
Joseph McCarthy defeated Senator Robert Fox LaFollette, the father’s old-
est son, for the Republican nomination. 1946 was a Republican year, and
McCarthy entered the Senate. And thus the one who had been the national
leader in Progressivism was replaced by the national leader in character
assassination.80

As I sought to indicate in the third chapter Wisconsin, characteristic of
the great state universities, had few if any preconceived illusions about its
educating predetermined national (or even local) leaders. Admission to the
university was open to any high school senior graduated in the upper quar-
ter of his/her class who had taken the usual college preparatory course (four
years of English, at least two years of a foreign language, at least two years
of mathematics, at least two years of history, and at least one year of sci-
ence (biology, chemistry, or physics).

The resulting Freshman class was voluntarily thinned every Thanksgiving
Vacation which was timed to have the results of the first set of semester
examination results available. In my time (the early 1940s) travel was
largely by railroad, and for the convenience of the students the trains to
Chicago, Minneapolis, and Milwaukee loaded at the campus — for the obvi-
ous reason they were called the ‘sore eye specials’- — many one-way tickets
being used.

One final remark about the culture of the period. During the 1930s there
were two Jewish full professors in the Faculty of Arts and Sciences. One
was Chaim Berkowitz (professor of Spanish); the other was my father (pro-
fessor of economics). Both were considered exemplar scholars. The depart-
ment of history steadfastly refused to appoint any Jews. There was an as-
sociate professor of English (Ruth Wallerstein), whose fame as a scholar
certainly equaled that of any full professor in the department. At the begin-
ning of the 1940s Harold Groves and my father sought to appoint Milton
Friedman to the faculty: Friedman’s expertise in those days was in statistics.
The result was a bitter fight within the economics department, and the dean
announcing that “Wisconsin is not yet Hitler’s Germany” forwarded the
proposed appointment to the President. There then followed a debate in the

80 T knew Joseph McCarthy slightly; one of his aides had been my schoolmate
from kindergarten through high school. McCarthy was intentionally anti-anything
British. That stance made him popular with the Wisconsin descendents of the Nor-
wegian Lutherans (members of the Missouri Synod) as well as those of German
descent. Some of the Wisconsinites of British background had fallen into the trap
of referring to the other types as ‘hyphenated-Americans’, a neologism crafted by
Theodore Roosevelt.
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State Legislature with one Assemblyman being quoted as saying that the
question was whether Friedman would be one or two too many Jews. Fried-
man then asked that the offer to him be rescinded; it was (cf. Lampman,
118-21). In a word, Lowell’s legacy was virtually national in its scope.

Student life in Madison, like Harvard’s, was essentially homogeneous,
although some wealth differences did show; fraternities and sororities ex-
isted and were noisy. But the great bulk of the student body did not join
them. As I recall there was some contempt exhibited about their snobbery,
a type of reverse snobbery. What were big things in student life were state
and national politics. The cross that every University of Wisconsin Presi-
dent had to bear while the Wisconsin Legislature was in session was the
student newspaper’s frequent ‘exposés’ about what was going on in the
State Capitol, less than a mile away down State Street. At times the legis-
lature debated whether there was too much sexual laxity — some viewed
such things with alarm — the contrary view was that what went on was
nobody’s business but the parties involved. The debates, at least, were en-
tertaining.

Business and other groups throughout the State took a keen interest in
university life.8! There were, as I recall, repeated instances where members
of the Legislature became concerned with faculty partiality to Soviet com-
munism, and of other forms of sin. My father, for example, had established
in the mid-1920 a Summer School for [Unionized] Workers82, and repeat-
edly it was a magnet drawing business criticism. The important thing was
that the criticism was never enough to close it.83

81 Businessmen wanted a dean of the School of Commerce to be sympathetic to
their needs. Pharmacists wanted the dean of the School of Pharmacy to be retail-
store, not research-oriented. And so forth.

82 The curriculum dealt with labor history, discussions of scientific management
(Taylorism), Roberts Rules of Order, problems of unionizing workers, and the like.

83 Its existence was like a bone-in-the-throat of many Wisconsin industrialists,
but when they tried to close it, they discovered that they were up against a great-
er force. In 1947 1 recall they planned to put my father on the carpet. He opened
the meeting by asking them to read a letter from one of his former graduate stu-
dents, by then the Papal Nuncio in Germany (and later the first American Cardinal
at the Holy See), Aloysius Bishop Minch. The letter was an explicit endorsement
of my father’s views, noting that it was in line with the two key Papal Encyclicals,
Rerum Novarum and Quadragesimo Anno and served to keep workers from rush-
ing to radical movements. Chairman of the Regents Sensenbrenner (likely the
grand-father of the current Member of the House of Representatives) read the let-
ter, then told my father that his testimony was unnecessary, and the matter was
dropped.
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¢) The Nature of the Faculty ‘Collegium’

At both types of universities, however, what they had in common was
the nature of leadership in the faculties. By far the dominant faculty in both
schools was the Faculty of Arts and Sciences. And within this faculty, the
definition of the appropriate culture was left largely to Department of Eng-
lish Literature.84 These departments offered a large number of courses, but
underlying them all was an agreement that the American culture was
largely an outgrowth of English literature from the time of Shakespeare
through the novelists and poets of the early 20" century. Both universities
pointed to the same culture, and even those in the sciences and the profes-
sional schools toed that cultural line. True there were some who advocated
greater stress on American contributions — for instance, Thornton Wilder,
the American author and playwrite, taught at Wisconsin. And as I mentioned
in the third chapter the native American painter, John Steuart Curry, was on
the faculty.

But for the far greater part the faculties, as a whole, were not pioneer-
minded. If anything, as one looks back, there were no counterparts to the
kind of outstanding educational administrators of the stamp of Eliot, White,
and Gilman. And it was they, not the existing collegia, who had built the
institutions.

d) Who Controls the Controllers of the Universitas:
Academic Freedom and the University of Pittsburgh

In the fourth chapter while talking about the legacy of the German Uni-
versities of the 19" century, I stressed the great intellectual freedom that
professors enjoyed. I also mentioned that that sense of freedom was brought
to America by a relatively small group (most of them economists) who had
had some postgraduate training in Germany. In particular I noted that Rich-
ard Theodore Ely, an associate professor of political economy at Johns
Hopkins, had taken the lead in organizing the American Economic Associa-
tion in order to get a professorship. He failed at Hopkins but succeeded at
Wisconsin. And then I told the tale of his being charged with anarchism and
how the Regents of the State of Wisconsin endorsed the principle of aca-
demic freedom.

84 As you might expect in Wisconsin before World War I the Department of
German was a contender in the realm of culture. For Hohenzollern Germany for all
of the foolishness of the Kaiser’s Court still was the leader in progressive legislation
in the fields of social welfare and popular education. But all of the German chal-
lenge disappeared by the end of 1914.
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One of Ely’s Hopkins students was Edward Alsworth Ross. Ross, an
economist-sociologist, who had eventually taken a professorship in 1893 at
the recently (1891) opened Leland Stanford, Jr. University.85 During his
tenure there, he advocated the closing of immigration to America of persons
of oriental descent,8¢ as well as ‘free silver’, the political pitch of William
Jennings Bryan, the perennial Democratic candidate for President. These
positions conflicted with the views of Mrs. Leland Stanford, and she asked
that his appointment be terminated. It was. After a few more academic
moves he located at the University of Wisconsin, where he remained until
his retirement (Cf. Ross 1936, 53-63).

Ross was a large, immensely likable person, and his treatment at Stanford
precipitated several important resignations from that faculty. In 1915 a
group of professors, specifically Arthur O. Lovejoy (Johns Hopkins), and
John Dewey and Edwin R. A. Seligman (both at the time professors at
Columbia), who were concerned specifically with the Ross case and with
institutionalizing the concept of academic freedom, organized the American
Association of University Professors. In 1915 it issued a statement about
Academic Freedom and Tenure:

“The term “academic freedom” has traditionally had two applications — to the
freedom of the teacher and to that of the student, Lehrfreiheit and Lernfreiheit. It
need scarcely be pointed out that the freedom which is the subject of this report
comprises three elements: freedom of inquiry and research; freedom of teaching
within the university or college; and freedom of extra-mural utterance and action.
The first of these is almost everywhere so safeguarded that the dangers of its
infringement are slight. It may therefore be disregarded in this report. The second
and third phases of academic freedom are closely related, and are often not dis-
tinguished. The third, however, has an importance of its own, since of late it has
perhaps more frequently been the occasion of difficulties and controversies than
has the question of freedom of intra-academic teaching” (44UP Bulletin, 1937).

In 1920 one of the Association’s committees, Committee T on the Place
and Function of Faculties in University Government, reported its delibera-
tions that had resulted in a statement on the optimal faculty’s role in uni-
versity governance. The statement is technically mostly a wish-list, but in
periods of good-feeling wishes are often granted de facto if not de jure.

85 Ross became one of the father-figures of American sociology. Judging from
his breezy autobiography (Ross 1936) he was a graduate of Coe College (Cedar
Rapids, Iowa), he took a PhD under Ely at Hopkins in 1891. He then taught in
rapid succession at Indiana and Cornell universities. Between Coe and Hopkins he
spent a year teaching in Fort Dodge, Iowa and about 16 months touring Europe,
mostly Germany.

86 Ross and a great many American and British social scientists were believers
in eugenics — that is they thought that positive steps should be taken to reinforce
the ‘genetic superiority’ of Western European types.
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e The faculty should have a voice in the selection of the institution’s
President.

» The faculty should have a voice in the decision to appoint and to promote
teachers of the various ranks.

* The faculty should have a voice in the appointment of deans, whose ten-
ure might or might not be given a specified term.

* The faculty should have a voice in matters of budgetary allocation.

» The faculty should have an institutionalized voice (possibly a senate) that
held what passed for its ‘prerogative’ when the faculty was not in session.

There is also Committee A, one that deals with questions of breeches of
academic freedom. In a vital sense, the work of Committee A should be
seen as the raison d’étre of the organization, for it is this issue which dif-
ferentiates the Association for either a labor union or even a professional
society.

e) Academic Freedom at the University of Pittsburgh:
Chancellor Bowman's Reconstitution of the University

The University of Pittsburgh stems from a 1787 Pittsburgh Academy.
Between 1819 and 1904 its name was The Western University of Pennsyl-
vania. Since then, it has held its present title. Our interest in this chapters
focuses on John Gabbert Bowman (1878-1962), who was Chancellor for 24
years, 1921-1945. And because of local interest I must digress and explain
the background of the academic freedom conflicts at Pitt.

The background of our story about academic freedom at Pitt involves
how Chancellor Bowman set about to make Pitt into a world-class univer-
sity. What stands out is that Bowman with only his wits as an asset sought
to remake Pitt, and he succeeded. His plan (in our metaphor, the lever)
required the Mellons as the fulcrum. What should be stressed is that before
Pitt could aspire to anything world class Bowman had to become a world-
class mendicant, presumably dancing to the tune called by the most mon-
eyed family of Pittsburgh, the Mellons. Bowman saw this task as doing
whatever he thought was necessary to interest the Mellons and their social
group to the point that they would trust him.

Prior to his coming to Pitt, Bowman had been an extremely youthful
President of Iowa State University and the first director of the American
College of Surgeons.8” What he found when he accepted the Chancellorship

87 Alberts’ history of the university describes the strange sets of pressures put on
Bowman. According to Albert, Bowman’s mentor, Dr. William James Mayo (of
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was an institution mired in terms of its physical assets colossal debt with
considerable question among its trustees whether Pittsburgh really ought to
offer much more than technical training for the steel industry and its affili-
ated activities.88

Bowman’s plan was first to retire the debt.3® When he mentioned the
need for money, apparently R. B. Mellon stopped him in a middle of a
speech, and later told him not to ask for funds but to lay out a grand plan.
Thus he came to realize that in order to accomplish that objective he had
to present what President Bush was later to call ‘the vision thing’. That
plan, worked out in less than two months after becoming Chancellor, was
to build a great university replete with a world-famous campus.

Bowman apparently understood from the beginning that his big hope
would succeed only if he were to involve the Mellons, principally Andrew
Mellon, in his plans. Andrew Mellon was an exceedingly reserved man (in
an era when the species flourished). In 1921 he was just becoming Hard-
ing’s Secretary of the Treasury and was moving to Washington. Discovering
that Bowman could draft letters sounding just like himself, Mellon asked
Bowman to help him there as a trusted aide. To this Bowman agreed — even
living part of each week in Washington), but insisted (over Mellon’s objec-
tions) upon his remaining Chancellor of the University. Bowman’s dealings
with Andrew Mellon are far from easy to fathom. Not only was A. W. Mel-
lon non-communicative, but Bowman, himself, was a man of a notably
reserved character. Bowman was not afraid to anger Mellon, but he could
do so with positive results only after the most careful planning of conversa-
tions. And the record shows that when Bowman got the pecuniary support
he wanted he succeeded at great personal cost. Bowman had to bide his
time to the right moment, anticipate Andrew Mellon’s moods, and have
ready answers to Mellon’s rhetorical questions intended to cut off discus-
sion. Eventually he persuaded Andrew Mellon to write off the University’s
debt. And that was but the first step.

Mayo Clinic fame), was insistent that he take the position, but Alberts does not
explain why. On the other hand, the initial reception that Bowman got from most of
the Pittsburgh business leaders he consulted was hardly encouraging. His opening
salary, however, was a whopping $35,000 per annum.

88 In 1912 Andrew Carnegie, although a trustee of the University, made it clear
in a letter to Chancellor McCormick that it was foolish to try to establish a tradi-
tional university in a city devoted to industry. Carnegie favored technical training
(Alberts 1887, 68—69).

89 A few months after his appointment, Bowman with much difficulty managed
to raise the University’s debt retirement topic with the Secretary, and to Mellon’s
own purported amazement he and his brother, Richard, agreed to have the Mellon
Bank retire the outstanding debt (ibid. pp. 91-92).
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Bowman then turned to recreating the campus. Earlier in 1908 the New
York firm of Palmer and Hornbostel had won a national competition for a
new Pitt Campus in Oakland — “The Acropolis Plan”, some parts of which
had been built on “Cardiac Hill”. But Bowman wanted something different.
To quote Bowman:

“An architect could make stones talk ... Why not record in stone what Pittsburgh,
an Inland Empire, really is? Why not put up in a building which itself will tell of
the spirit of Pittsburgh? Such a building, if it were to express emotion, would
necessarily be high. A high building, a tower — a tower singing upward that would
tell the epic story of Pittsburgh. A tower — why not a tower.” (quoted in Alberts
1986, 85).

And thus it was that Bowman first sought his site (14 level acres, at the
time owned by the Frick Estate, in the center of Oakland abutting the Car-
negie Library, the Pittsburgh Athletic Club, and the Schenley Hotel).?0 Bow-
man then (over the objections of certain of the key Pitt trustees) persuaded
the Pittsburgh community (and the Mellons) to build a spiring, magnificent
memorial to knowledge — Bowman’s phrase was a Cathedral of Learning.
He got his building designed by Charles Z. Klauder, a Philadelphia architect
experienced with constructing Gothic college buildings.%!

In his very first year, he appealed to their sense of institutional efficiency
by slashing redundancies in the Pitt budget. He also dismissed no less than
85 faculty members, some by reason of discontinuing programs; others
because of their professional inadequacies. Bowman saw his success in his
becoming a magnificent mendicant, presumably dancing to the tune called
by the moneyed family of Pittsburgh, the Mellons and by providing an in-
stitution which stood for the kinds of things in which they believed. In
order to give his management the most flexibility, he reestablished yearly
contracts for professors, ignoring completely a system of academic tenure
established in 1916 by Chancellor McCormick and the Pitt Trustees (4/berts
1986, 63).

f) The 1929 Case Involving the Expulsion of Graduate Students

We now come to Bowman’s clashes with the American Association of
University Professors. The first episode occurred in 1929 when Pitt’s Lib-
eral Club decided to stage a rally demanding the unconditional release of

90 About the same time someone bought for Pitt land along Fifth Avenue that
later became part of the medical complex.

91 Albert’s description of the Bowman’s frustrations with Kauder’s designs is a
classic (Alberts 1986, 95-100).
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two radical labor leaders, Thomas Mooney and Warren K. Billings, who had
been convicted for bombing a 1916 San Francisco Preparedness Day parade
when nine persons were killed and about 40 wounded. The Club’s officers
obtained first the consent of the Club’s faculty advisors and then the right
to use a room in Alumni Hall. Three days before the meeting just after
publicity posters were attached the university permit to hold the meeting
was withdrawn — the Club’s officers were notified, but not the faculty advi-
sors (see the Appendix to this chapter for extracts of the eventual AAUP
report).

The Club’s leaders not only went ahead with their plan for the rally at
Alumni Hall, but finding that the eminent sociologist Harry Elmer Barnes
was in town, they recruited him to address their meeting. When the meeting
began it was stopped by the university police who also thwarted an attempt
to move the meeting to another spot on the campus. Eventually Barnes and
others spoke standing on a running board of a car just off the campus. The
Club’s leaders were then expelled from the University.

The University took steps to explain publicly its decision saying that the
‘purpose of the club “had now degenerated to desire for propaganda and
publicity (ibid. p. 580)”. The gist of the University’s case was that the Club
had violated the University’s rules.%?

Immediately afterwards the issue was taken up by Committee A of the
American Association of University Professors. An investigation on site was
held, and in the end the investigators held:

“Findings: The American Association of University Professors cannot concern
itself in a case of student discipline as such, even though such discipline may be
unjust and excessive. There is no doubt that the Liberal Club of the University of
Pittsburgh was insubordinate ...” (ibid.).

In the same vein the investigative committee decided that as Mr. Wolt-
man was a graduate student and graduate assistant no question of tenure
was involved. But the committee pointed out the absence of due process in
the University’s decision. Relief, it seemed, would have to occur in the
courts.

Nonetheless the tone of the committee’s report was critical of the judge-
ment of the University’s administrators. It noted specifically “that there
exists in the faculty a wide-spread feeling of insecurity and timidity. Even

92 The Club’s response was: “... Other student clubs, such as the Liberal Club at
the University of Wisconsin, have taken a similar position in the Mooney-Billings
case, and that distinguished Americans like John Dewey, Alexander Meikeljohn,
E. A. Ross, John R. Commons, Jerome Davis, Stephen S. Wise, and Glenn Frank
have joined in the appeal for the release of Mooney and Billings (ibid. 580)”.
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administrative officers admit that this feeling exists, though they regard it
as not justified ... (ibid. p., 585). In the same paragraph the committee
stated that this feeling does not permeate classroom instruction.

There is more to the report but one thing should be pointed out. The
committee explicitly noted “that at the University of Pittsburgh ... relations
are not built upon recognized rights of the faculty either as individuals or
as a corporate body. As individuals, all teachers are employed on yearly
contracts, instead of the presumption of permanence (ibid. p. 588).

The significance of this episode is that Bowman denied Lernfireiheit. Did
Bowman do this to accommodate to the expressed wishes of the Mellons,
or did he do this to accommodate to what he supposed were the wishes of
them and their group? The bigger question is whether Bowman could have
continued his great building plans had he done nothing? Was his own job
in jeopardy? There are no ready answers.?3

g) The 1934 Episode Involving the Dismissal
of Ralph E. Turner®*

Ralph E. Turner, an unusually popular associate professor of history, did
not receive his annual contract renewal in the Spring of 1934, when the
others were sent out.”> Turner, an outspoken liberal and political activist,

93 In the late 1960s Pitt, like most great American universities, was caught in the
maelstrom of the day, radical revolution involving students’ rights, protest against the
Vietnam War, environmentalism, civil rights, women’s rights, and so forth. One ex-
plicit demand was to deny academic credit for the underclass years of the Reserve
Officer Training Programs. By the last 1960s Pitt had had two chancellors since Bow-
man, the second of whom as we will note in footnote 25, below, passed the Lehrfrei-
heit test. Pitt was on the way to becoming a major player in the academic competition,
and its Chancellor, Wesley W. Posvar, chose to accommodate the purported student
demand that ‘war-making’ was not worthy of academic credit. Accordingly, Pitt
passed the Lernfreiheit test. Posvar’s decision is an interesting one. He was a graduate
of the West Point Military Academy with grades higher than any previous student. He
went from West Point as a Rhodes Scholar to Oxford, and took a doctorate in Political
Science at Harvard. He organized the initial Social Sciences faculty at the Air Force
Academy. Posvar’s choice of Lernfreiheit paralleled similar choices made at other
schools at the time; what was different was Posvar’s background.

94 For reasons of brevity, I have omitted any discussion of a 1932 incident when
university police arrested and probably illegally held two students who were protest-
ing the appearance on campus of Army Chief of Staff Douglas MacArthur or of a
1932 loyalty oath required by Bowman of students intending to register at Pitt (4/-
berts, 147-48).

95 A year earlier a similar delay had occurred, but when Turner assured Steele
Gow, the University’s Secretary, that he was interested in scholarship, not politics,
the contract appeared.
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had spoken on April 24" at the Western Pennsylvania Historical Society
attacking (not by name) the Mellon interests. Turner then inquired about the
delay, and his contract was issued on May 9". However, on June 30"
Turner was informed that he would get the promised salary in an advance
payment, but that he would not be allowed to teach. Turner had difficulty
in finding out just what specific action of his had actually caused his dis-
missal — he had heard several rumors but he thought he could successfully
defend himself against all of them. One of them, anti-religious statements
to students, seems to have been the one that Bowman had had in mind.

The issue became not only a local cause celebre, but Turner appealed to
the AAUP. In time the AAUP sent its investigators to Pitt on more than one
occasion; they interviewed all of the parties, and rendered a 72-page report
in February 1935. To use Alberts’ words:

“The report, beautifully written and carefully reasoned (except for one paragraph)?0
was a shattering attack on Bowman and on his administrative policies and prac-
tices.” (ibid. 152)

The report proposed that Pitt be officially censured and that it be attached
to a list of schools violating the basic elements of academic freedom at
which no self-respecting scholar would take employment.®” This proposal
was eventually adopted by the members at an annual convention. And Pitt
became a pariah amongst the universities of the day.

This Pitt paid the price for the denial of Lehrfreiheit. Was it a big price?
Certainly there were many who thought so. Again, one has to ask, could
Bowman have continued his great scheme had he done other than what he
did? How long was his ‘leash’. that is to what degree could he have accom-
modated the AAUP? Even more than Pitt, his own reputation as an aca-
demic ‘great’, was lost, and the credit for what was to be his major achieve-
ment — the building of a great urban university was lost in his own lifetime.”8

96 This touched on the great differences of wealth in a dirty and ugly city as well
as the mentality of profit maximization found in the industrial and banking leaders.
This paragraph affected Pittsburgh’s public pride, and in effect gave Bowman sup-
port he would otherwise not have had.

97 The actual terminology is strong: The ‘blacklist’ forbade its 12,000 members
on pain of expulsion to accept a job at a blacklisted institution (of which at the time
there were four others, including the United States Naval Academy).

98 Bowman’s successor, Rufus Henry Fitzgerald, was allowed about a decade to
manage the university. In the mid-1950s he was suddenly notified that he would be
replaced by a Cornell dean of the school of business administration, Edward Litch-
field. Shortly after Litchfield took office he was faced with a Lehrfreiheit question
involving a presumed Communist sympathizer, again a historian (Robert Colodny).
Times had changed, Litchfield sought to have a thorough investigation of the charg-
es, found them exaggerated, and retained Colodny. Pitt had passed the Lehrfreit test.



102 Mark Perlman

The net result, as one might expect during a period of severe economic
depression, was that those Pitt faculty members who could find jobs else-
where left and the rest suffered in silence.

h) An Addendum: Bowman's Last Years

However, what eventually seems to have brought Bowman down was not
his stance on academic freedom but his belief that big-time sports (notably
football) threatened to turn Pitt into an academic farce. In any event, after
several bitter years, in 1939 Pitt’s Trustees appointed and then accepted a
strongly critical report of an investigative committee concerned with Bow-
man administrative practices. Among its recommendations was that Pitt set
up some form of academic representation to advise the Chancellor and that
Pitt adopt the tenure rules then prevailing at most American universities.
Bowman fought back, but his power had been essentially eliminated. How-
ever, World War II broke out, and matters were left to simmer. Bowman fi-
nally chose to retire effective July 1, 1945. His successor, Rufus Henry
Fitzgerald (who had been his deputy), adopted all of the reforms that Bow-
man had opposed. And Pitt’s name was removed from the AAUP blacklist.

2. The Changes in the Late 1940s until the Early 1960s

What had been assumed that the GI Bill bulge would dissipate by ap-
proximately 1950 just did not happen. No small number of GI Bill students
chose to go on to professional and post-graduate studies. And the idea of a
college education, once foreign to most high school graduates, did not seem
strange to those who finished their secondary education in the years of the
GI Bill bulge. In any event, enrolments diminished only slightly.

There were, however, other important changes. I tend to tie them in part
to the impact of the World War II veterans on the campus and in part to
European problems during the three years after the Japanese defeat in Au-
gust of 1945.

The GI veteran culture on campus was completely different from any-
thing that had ever previously occurred. Large numbers of mature, very
well-disciplined students in their early 20s became the undergraduate stu-
dent body. Most of them had not been officers, and they brought to the
campus somewhat rebellious attitudes towards accepting stock answers.
Few professors got away with talking down to these students; even fewer
managed to survive critical comments from the floor. What had been the
atmosphere found only in the best graduate programs became more or less
the atmosphere found in undergraduate classes.
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What to do with the millions of Displaced Persons in Europe became a
hot topic. General Eisenhower, taking the lead from his British advisers,
decided to send the various DPs back to the their ‘lands of origin’, irrespec-
tive of whether they would then be slaughtered by the Communist govern-
ments that had taken over or whether they would be hounded as unwanted
Jews. Eisenhower’s blunder had a tremendous effect on the American Jew-
ish community, until that time generally pro-British and always unwilling
to make ‘scenes in public’. By 1947 the traditional German-Jewish, well-
financed American Jewish leadership was being displaced; the successors
were outspoken American Jews of Eastern European origins. They not only
set about raising money to help Jewish DPs but they also raised even more
money to help fund the Israeli Jewish community in its efforts to expel the
British and to found a Jewish state. I mention the foregoing because around
1950 for the first time in recorded Jewish history Jews began to demand
changes in public educational policy. There were general attacks on Jewish
student quotas (by the time that Brandeis University was actually founded
the prime reason for its founding was no longer particularly true).

At the University of Wisconsin in 1948 Martin Bronfenbrenner rather
than Evsey Domar was appointed to the Wisconsin faculty because a per-
sonally tolerant Edwin Witte (ever willing to please the university’s admin-
istrators) mistakenly thought that Bronfenbrenner was from a German (not
a German-Jewish) family; Domar, he told his colleagues, was originally
named Domashevski. In April 1950 the Chairman of the UCLA Economics
Department offered me a job with the addendum, “No Jew has ever been
happy here.” I do not think that he would have dared used that phrase three
years later.

Perhaps more serious was the change in the role of Departments of Eng-
lish. What was happening was that the aura of British culture was disap-
pearing just as those countries printed red on the map began to change. The
demise of the hegemony of British culture on the American campuses fell
about the same time that it became apparent that the large number of ‘coun-
tries colored red’ (the British Empire) was diminishing. By 1955 even the
Wisconsin Department of History, dominated by Paul Knaplund (the Profes-
sor of British History), agreed to put a Jew on its list of three preferred
candidates (he was, of course, third). And to the Department’s amazement
when the first two fell by the wayside, it had to accept George Mosse as
its professor of European intellectual history.

Most serious however, was the discovery in late 1957 that the Soviets
were well ahead of us in space research. The immediate federal response
was to underwrite numerous, vast programs not only in science but also in
improving undergraduate studies. Sputnik was for American universities
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what the discovery of the germ theory of disease was to the study of
medicine. Sputnik produced a revolution in the way of financing universi-
ties. Not only was money made available both to universities (in the form
of grants and contracts) and to potential students (in the form of guaranteed
loans) in previously unimagined amounts, but the omnipotent Government
Accounting Office was not far behind.

Until this point I have said little about the American universitas except
to mention that each institution’s trustees really held all the cards. Gener-
ally they delegated them to the university’s administrators (as in the case of
Pitt), but even there when criticisms mounted the trustees resumed their role
as the universitas. Quis custodiet ipsos custodes? With federal financing the
trustees learned that in no small way it was the GAO that became the
monitors.

3. The Multi-University

The greatest ‘comer’ among American universities in the post-war period
was the University of California, Berkeley. It emerged as certainly among
the greatest centers of learning in this country, indeed the world. Thus it
seemed logical that those who commission Harvard’s ‘ancient’ (since 1903)
Godkin Lectures on the Essentials of Free Government and the Duties of
the Citizens should ask the President of the University of California, Profes-
sor Clark Kerr, to deliver a series of talks. These appeared in 1963, were
reissued with comments in the form of an additional chapter in 1972, and
were reissued a second time with a postscript in 1982.

Clark Kerr was an economist specializing in industrial labor relations (he
is now more than an octogenarian). He enjoyed a particularly strong reputa-
tion as an effective mediator and arbitrator in labor disputes. And these
were the skills he brought first to the Berkeley Chancellorship in 1952 and
then to the presidency in 1958.99

Originally the Kerr presentation had three parts: (1) The Idea of a Mul-
tiversity, (2) The Realities of the Federal Grant University, and (3). The
Future of the City of Intellect. There would have been a fourth but as he
noted in his 1972 postscript he had been too busy trying to run the univer-
sity and also mediate a national railroad strike. Thus in 1972 he appended
a broad postscript taking into account the great disruptions that had oc-
curred since the original lectures as well as some of the material he might
have presented had he been less busy. Then, ten years later, he added a

99 He was driven from the University of California Presidency in 1967 by the
recently elected governor, Ronald Reagan, who had an ad hominum aversion to him.
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second postscript in large measure reiterating the 1963 message — plus ¢a
change, plus c’est la méme chose.

The thrust of the first chapter was that the modern American university
had no longer had a central mission. It now embraced the traditional Ox-
bridge goals of undergraduate education with the Hohenzollern German
goals of research and some form of the “Wisconsin Idea” with advanced
planning of social services. Undergraduate teaching was mixed with gradu-
ate teaching, all teaching with research, and all teaching and research with
the development of social programs. This loss of a narrow mission also led
to the creation of several different communities within the university struc-
ture. Previously the faculty and the students in the typical medieval univer-
sity as well as at Oxbridge had a common interest — that is, educating
young people. And at the University of Berlin the faculty and the students
were united in developing research frontiers. Building on these legacies as
well as the purely American influences like the Morrill Act, Kerr sought to
describe what Berkeley (and in that sense the frontier-type American uni-
versity) had become.

Kerr surveyed the expressions of numerous writers who felt that universi-
ties should allow great choice in the form of curricula or other activities
and an even greater number of critics who held that universities had squan-
dered their efforts on irrelevancies like football and student government. In
this sense what Kerr was doing was considering the actual nature both of
university objectives and what (or who) actually controlled the universitas.
His conclusion was that it had become the administration which he felt was
either a presidential-giant or a mediator-initiator. He argued that the days of
the giants were over, and it was clear that he believed that a mediator-ini-
tiator was not simply a messenger between competing factions. Kerr’s
ideal was a president that understood pluralism and could help those who
competed to work our useful, organic (evolving) compromises. His first
lecture concluded with a description of the life-styles of the various groups
or communities within the larger university ‘city’.

Kerr’s second lecture dealt with the much greater role that scientific re-
search played in university life since the beginning of World War II. That
role not only redefined the mission-balance within universities but it also
insinuated federal funding in the shaping of projects. As Kerr pointed out,
for a university to refuse a professor’s federal grant was tantamount to
losing the professor. Such grant-orientation increased the need for univer-
sity bureaucratization — both on the administrative-leadership and on the
auditing-reporting levels. In short universities became giant conglomerate
potential surplus-creating firms. At the time the lectures were given Kerr
was hopeful that some form of bureaucratic balance would emerge.
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In Kerr’s third lecture he tried to make the point that just as the Morrill
Act had created universities with changed foci regarding curricula (agricul-
tural improvement vs. knowledge of the classics), so the post-World War 11
legislation had created a university community comprising increasingly
heterogeneous student cultures. “Pluralism in higher education matches the
pluralistic American society. The multiversity. in particular is the child of
middle-class pluralism; it relates to so much of the variety of the surround-
ing society and is thus so varied internally (Kerr 1982, 118).

Even in 1963 Kerr was worried about the diminishing relative quality of
undergraduate instruction. He was conscious of the need to address the divi-
sion between backward looking subjects — dealing with the nature of culture
and the ways that humans relate it, with the forward looking subjects —
dealing with objective reality as in physics (?), chemistry, and so forth. As
a president of the leading university he was very concerned with a widening
gap between university administrators concerned with efficiency and the
interests of professors and students concerned with quality. Strange to me
was Kerr’s expressed belief that it was in the private, not the public univer-
sities, where solutions for these problems would likely occur.

By 1972 Kerr had been driven from office by Governor Ronald Rea-
gan.100 We will take up Kerr’s 1972 and 1982 postscripts in our next lecture.

4. The 1960s — The Disintegration of the Old Order

Just how the United States got into the wars on the Asian continent is far
from clear. The Korean conflict may have come about because the State
Department let it be understood that Japan was the outer perimeter of our
interest. And the decision to try to hold Viet-Nam after the French chose to
evacuate it is even less clear. But if the Korean War became so unpopular
that Truman decided not to run for reelection in 1952, the Viet-Nam war
became even more unpopular by 1965-66.

Historians generally agree that the unpopularity of the Viet-Nam conflict
led to the student revolt starting about 1966—67. I am inclined to cite other
factors as well, including the tradition of agitation associated with the
Civil Rights movement during the mid- and late 1950s, an envy that college
students harbored against those who had fought in World War II and who

100 Kerr, himself, has told me that after Reagan’s election having polled the Uni-
versity of California Regents and thinking he had a supporting majority he asked
for a contract extension as a vote of confidence. When the vote was taken, he was
amazed to discover that he had lost. He asked several who had promised him their
vote but had voted against him. He was told that they had promised Governor
Reagan both their vote and their willingness to misinform Kerr.
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had dominated the culture of the universities since that time, and finally
sweeping changes in the voting representation on college faculties after the
professional schools were expanded largely with federal funds.

In any case, at Pitt the revolt took place just after its Chancellor, Edward
Litchfield, was replaced because of an emerging fiscal crisis. Litchfield’s
temporary successor, David Kurzman, chose to give to the Pitt faculty full
authority for its own legislative program (previously, Litchfield had served
as the faculty’s presiding officer). Neither Kurzman nor his permanent suc-
cessor, Wesley W. Posvar, were in the chair when the demands were made
that Pitt disenfranchise the ROTC program, that the University formally
honor Martin Luther King, Jr. by closing the establishment for a day each
year; or that the university move to abolish Euro-centerism. And those who
were in the chair either did not want to nor could have controlled the de-
bate.

The result is that if anyone exercised the powers of the actual universitas
in the 1960s, it was the radical students who seemed regularly to control
the agenda. Many schools were shut down by student action; they reopened
only after the students’ ‘non-negotiable’ demands were negotiated. In the
short run in any case pretty much along the line of the sought ‘reforms’.

Appendix to Chapter V

The Club’s executive committee met on April 12" and “projected a meet-
ing to discuss the Mooney-Billings case, secured the approval of the fac-
ulty committee in the usual manner, and on April 18" obtained the permis-
sion of the University Registrar to use a room in Alumni Hall for a meeting
to be held on the afternoon of April 22. Three days before the latter date,
a printed announcement appeared on the campus listing the names of those
who were to address the meeting, and specifically stating that its purpose
was “To demand the unconditional release of Thomas Mooney and Warren
K. Billings. On the same day, the permit to hold the meeting was withdrawn
and the secretary of the club was notified to this effect. The leaders were
summoned to appear in the office of the Dean of Men at the hour scheduled
for the meeting and at that time they were warned that the club would
probably be dissolved and some of its members expelled unless it ceased
its propaganda activities. On the day of the proposed meeting, it happened
that Professor Harry Elmer Barnes was lecturing in Pittsburgh and he was
invited by representative of the Liberal Club to address the Mooney-Billings
meeting. The faculty advisory committee promptly approved the appearance
of Professor Barnes on the University campus, but had no knowledge of the
fact that the Liberal Club’s permit for the use of a university building had
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been revoked. It appears that the administration had not notified the faculty
advisers of its action, and the leaders of the Club were careful not to reveal
the fact that the use of a room had been denied.

When Professor Barnes arrived to address the meeting he was notified
that the permit to the Liberal Club had been revoked three days before and
that the meeting could not be held on university property. When an effort
was made to hold the meeting on the steps of Thaw Hall, a university of-
ficer again notified the speaker of the action of the administration, and
Professor Barnes finally delivered his address from the running-board of an
automobile parked in a lot near university property.

Considerable publicity followed the event, and the Liberal Club made
several attempts to hold meetings to discuss its difficulties with the admin-
istration. On April 24 the club was officially dissolved by the university
authorities. In a meeting held off the campus the club determined to con-
tinue its activities, and on May 2 two students who had been leaders in
these event, viz., William Albertson and Arthur McDowell were expelled
from the University. At the same time F. E. Woltman was dismissed from
his graduate assistantship and expelled from the University (AARP Bulletin,
vol. 15 [1929], pp. 578-79).

VI. The Past and The Future
1. Introduction

The thrust of this final chapter is to integrate certain of the conclusions
derived in the five previous ones and to consider the problems currently
facing large research universities, the kind of thing termed by Clark Kerr
as the multiversity.

2. The Principal Generalizations

What have been the underlying forces shaping Western European-Amer-
ican universities?

First, there is the historic role of religion. Historically most of the early
universities were often founded to provide training for the clergy. In that
sense the role of religion can only be seen as having a positive effect.
However, from the very first differences of religious interpretation led to
schism, separation, the founding of new universities, and, perhaps worst of
all, the association of universities with intolerance. We saw that the Arch-
bishop of Paris was ready to excommunicate Paris’s greatest graduate,
Thomas Aquinas, who was also at the same time a principal theological
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advisor to the Papal Curia. We saw that the High Church-Puritanism con-
flict at the University of Oxford in the late 17" century resulted in the great
scientific work being discussed not so much in the colleges (and the uni-
versity) but at the Royal Society in London. And Harvard, for all of its
pioneering, was both theocratically dominated and essentially parochial in
its outlook until about 250 years after its founding, when Charles Eliot took
the helm.

Second, there is the amazing dual role of the state. Not only did the state
found the first university in the 12" century, but the state emerges as the
principal benefactor of universities in the late 19" century. As important as
the Morrill Act was to the broadening of the university’s student population,
it was the almost incredible impact of the Prussian Ministry of Education
on changing the character of university culture from provincial (even paro-
chial) to cosmopolitan. Prior to the Humboldt brothers universities were
invariably focused on narrow doctrines, enforced generally by religious
teachings. It was the University of Berlin, specifically, and later German
universities, generally, that created the current academic freedoms, the free-
dom to teach (Lehrfreiheit) and the freedom to learn (Lernfreiheif). In
Bismarck’s effort to dispel the Roman Catholic and Lutheran Churches’s
stifling intellectual influence, he, whom one would hardly have associated
with intellectual freedom, became effectively the heroic definer of intel-
lectual freedom. But in the case of German universities, the very power that
Bismarck used in his time to shape intellectual freedom became the instru-
ment for the immediate and complete collapse of the German university’s
legacy of freedom in the early months of 1933, immediately after Hitler’s
rise to power. This collapse should best be likened to Satan’s rebellion as
described by Milton.

Focus then turns to developments in America, where the secular state
became the principal financial source of many universities. Whatever the
impact of the Morrill Act on broadening the base of student enrolment it
was almost as nothing compared to the unique experience of the GI Bill on
the training of the American labor force. The Morrill Act offered training
to young people (mostly men) who had elected to be farmers or engineers
or teachers. The impact of the GI Bill was different. Whatever the men (and
women) who became GIs might have been had they not been in military
service, the opportunity to go to universities for the most part had not been
anticipated. Thus an undreamed of opportunity beckoned. But there was
more. These young people had been disciplined by life in the services. The
universities, too, had not yet undergone the abandonment of parictal (with-
in the walls) regulations, and so attendance at class was accepted as ob-
ligatory, work was done on schedule, and so forth. Thus I would suggest
that the third force making for the modern university has been the broaden-
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ing of the student base. But here I must enter a caveat; the subsequent
cohorts of students, inheriting the opportunities first showered on the Gls,
did not for the most part have the discipline that the GIs had, and so this
third force, true as it is, has to be seen as being somewhat different in its
later impact.

A fourth force in the shaping of universities has been the role of technol-
ogy. Perhaps the greatest technological change was the introduction of the
printed book. It gave the ability to read (and to write) scope that had never
before been imagined. It made large libraries possible. But with such op-
portunity came increased intellectual conflict. True the translation of Aris-
totle in Latin caused schism within the 13" century University of Paris, but
that schism was no more than a tempest in a teapot compared to the vio-
lence engendered by Protestant frontal attacks on the Roman Catholic theo-
logical legacy. These I attribute mostly to the impact of the broadening of
the reading public’s base. It is patent that the recent universalization of
internet access broadens even further the access to information.

Along this line is the development of modern bench and theoretical sci-
entific knowledge. These scientific discoveries’ impact on university train-
ing came later than one would have thought. For the truth is that the cur-
ricula of English and American universities (with the exception of engineer-
ing schools like the Military Academy at West Point) were not reshaped
significantly until the Morrill Act’s colleges were founded. Again one should
point to the University of Berlin’s impact on the curriculum as the force
shaping what we would not identify as perhaps the scientific heart of the
university’s program, its graduate training.

A fifth force 1 would suggest has been the critical role of key educators.
The von Humboldt brothers and Fichte in Germany, Andrew Dickson White
and Daniel Coit Gilman in America, and without any doubt Christopher
Columbus Langdell in legal education and Abraham Flexner in medical
education. What was the key to the success of the Germans was their link-
age to political power. But what was key to the success of the Americans
were their contacts with the German experience and their sheer doggedness.
White and Gilman could create university traditions fabula rasa, and they
did remarkably well. Langdell created Harvard’s legal tradition because
Eliot believed in him. But Flexner is the most unusual of them all. Trained
to be no more than a good high school teacher, almost single handedly he
transformed medical education in America (and to a much less extent in
Britain).101

101 Abraham Flexner’s brother, Simon, created the Rockefeller Institute (now
Rockefeller University), but Simon was a physician. It is true that Abraham went on
to create the Institute for Advanced Study in Princeton which became the proto-
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These five forces — the church, the state, the broadening of the student
base, technological invention and innovation, and the role of heroic indi-
viduals — have been the major dynamic forces. Sometimes their influence
were positive; occasionally they were disastrous.

The sixth force turns to be the most complicated, particularly for Ameri-
can universities at the opening of the 21% century. It is the force of finance.
Our fifth chapter ended with a discussion of Clark Kerr’s concept, the
multiversity. When he first gave the 1963 Godkin Lectures at Harvard, he
spoke with confidence. The multiversity was a monster that he thought he
was taming. Later his doubts rose. The next section of this last chapter deals
mostly with those doubts.

3. The Multiversity and Its Administrative Problems

I think that the multiversity was at the apogee of its development in 1963.
Kerr was an industrial relations arbitrator, and his principal perception was
that dealing with people was mostly a matter of administrative skill. To
Kerr’s credit, however, the criterion for good management was not simply
economic-efficiency. Kerr was also a scholar, and he was clearly aware of the
dynamics of organizing (and teaching) knowledge. And beyond that he had
(and has) a clear streak of a form of ethical communitarianism. So that in his
own mind there were underlying conflicting interests, even before he dealt
with the conflicts between the parties whose questions he had to answer.
Kerr, an experienced labor relations mediator, was adept at leading opposing
parties to such conflict resolution, and he had faith in that kind of a process.

Kerr’s multiversity was in a period of expansion, a period when relative
shares of the budget (the pie) was of least importance because the whole
pie was getting bigger and bigger. Generally conflict resolution is least dif-
ficult when everyone gets everything asked for and then more. The crunch
begins when the total to be divided is no longer growing, or, even worse,
when it is getting smaller. Then, the crunch becomes downright noisy.

Kerr correctly pointed out the growing diversity of interests within the
behemoth.

* Some fancy favoring undergraduate training, but they are divided about
what kind of training that ought to be. In the 1930s first at Columbia and
later at Chicago that training focused on several survey courses — social
sciences, the physical sciences, and the humanities. Embracing an idea
stressed by a university reformer almost a century earlier, what was

typical research academy, but it was his earlier work in the field of medical educa-
tion that seems to me so amazing.
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sought was intellectual sophistication. The earlier proponent of this ap-
proach was John Henry Cardinal Newman (1801-1890),192 whose theme
was that a university education should not be aimed at being occupation-
ally useful but at sharpening the mind. A second of Newman’s themes,
largely directed at the narrowness of the curriculum at Trinity College,
Dublin, was that Protestants ought not neglect earlier Roman Catholic
authorities. Kerr noted that this English approach to undergraduate train-
ing stressed its elite quality — much in conflict with the broader base
associated with the great state university systems developed in large part
in response to the Morrill Act legislation.

* Others fancy research and particularly the research training given to
graduate students. Kerr identifies this approach as of German origin, al-
though, of course, again the Morrill Act with its emphasis on applying
science to industrial and agricultural problems emphasize developmental
and applied research at the expense of the more basic (‘knowledge ac-
cumulated without a sense of immediate purpose’) research.

o Still others felt that universities should sponsor basic research efforts if
for no other reason than most scientific brilliance is seen at young ages,
and the fact of much interaction between brilliant young minds can hap-
pen and usually does at universities.

* All of the foregoing does not preclude that a major purpose of mass edu-
cation at the college level is to train technically large numbers of ‘routine
scientists’, that is people who can do more than conduct routine experi-
ments but who are not of the stuff of truly imaginative investigators.
Holders of masters degrees in business administration or finance are ex-
amples of this type.

a) Money

University budgets have to cover not only salaries of the faculty, admin-
istrators, clerks, and fabric (building) personnel, but also the costs of aging
fabrics (and their replacements), other operating items like litigation and
contracts, libraries and computer services, athletic programs and other ‘pub-
lic interest’ activities, and such expansionary programs as are associated
with increasing endowments, periodic fund drives for scholarship and simi-
lar pay-outs.

102 Newman was an Anglican clergyman who in time (1845) converted to Roman
Catholicism. In 1847 he set up a religious order, the Congregation of the Oratory.
He became the Rector of the (Roman Catholic) University of Dublin in 1851-58;
his famous lectures on the meaning of a university were published in 1873. He
became a cardinal in 1879.
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Where do the funds come from? That depends upon the institution. A
great state multiversity like California depends very little on student fees;
it depends much more on direct legislative appropriation, it looks to indus-
trial firms to allocate moneys for specific research purposes, various gov-
ernment agencies (particularly the Departments of Defense, Health and
Human Services, Energy, Commerce, and Labor) as well as other more
specialized Executive Branch agencies to give grants!03 and contracts. Most
universities look to alumni and other benefactors to give funds for endow-
ments and scholarships. What may be surprising to some is how little dif-
ferent. in the end, the expenditure and income patterns of elite private
universities like Harvard or Chicago are from the great state universities (or,
in the case of Pitt, state-affiliated universities). True, the elite schools have
depended far more on income from historic endowment and student tuition
fees (and generally far less on direct legislative appropriation) than the great
state universities, but now most science research is either funded by fed-
eral agencies or industrial enterprises. In all other senses the pictures are
close to identical.l04

What is of growing critical importance is that in some of the profes-
sional schools as well as with graduate departments professors are increas-
ingly told to get their own research grants. Obviously the granting agency
usually has its own procedural rules, and these become every bit as domi-
nant as the rules that the university thought had been the case. At one time
it was thought that if professors did research on the university’s time, the
resultant patents either belonged to the university or were in the public
domain. Later to encourage more research, many research universities de-
cided to split the royalty income between the author of the patent, itself,
and the university. Recently in many areas there are reasons for not patent-
ing inventions or processes (that is, relying on secrecy), not the least of
which is to ‘protect’ the investment of the underwriting agency. Thus Lehr-
freiheit and Lernfreiheit can become conspicuous by their absence.

The rationale for this shift is instrumental. The argument is that harness-
ing the profit motive speeds and intensifies research discovery.

103 Generally when the government gives grants it buys the research time of
university personnel for a specified purpose. In the case of a contract the govern-
ment is seeking a specific product or service without reference to buying time of
university personnel. In the case of federal grants and contracts the Government
Accounting Office investigates regularly to be sure that the governmental unit is
getting full value.

104 Some private schools are particularly fortunate with their alumni: Harvard,
Yale, Princeton, Chicago, Duke, and Stanford. And from time to time state universi-
ties have been the beneficiaries of alumni largesse.
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b) Delegation

In Kerr’s multiversity the handling of personnel was largely a matter of
delegation. The Regents of the University of California delegated its author-
ity to the President, who in turn delegated this authority to the Chancellors
of the various campuses, and they, in turn, delegated the authority to deans
of colleges and directors of centers. At the time of the Godkin Lectures Kerr
was President of the whole University of California system, one with about
ten campuses. The head of the University of California, Berkeley, a Chancel-
lor, had several staff assistants many of whom were called Vice-Chancellors
who handled financial administrative, student problems, community rela-
tions, relations with the State government, research administrative problems,
and the like.!95 Generally the Chancellor’s principal delegation, that involv-
ing academic affairs like curricular and allied programmatic matters and
faculty appointments, was to a Provost. Each of the Vice Chancellors has
his/her own staff. And the Provost delegates much responsibility to deans of
faculties and directors of programs. Each faculty usually has a number of
departments, with a chairman usually serving for a specified term or at the
dean’s pleasure.

¢) The Composition of the Universitas

By and large both at multiversities and at small colleges the administra-
tors are chosen by the universitas, that is the holders of the charter. This
group goes by such names as The Regents of the State University of Wis-
consin, or the Trustees of the University of Pittsburgh, or the Members of
the Harvard Corporation. At many schools those on the universitas are
chosen because they may help swell endowment income. Some are occa-
sionally elected by the alumni to represent alumni interests. Often in the
case of institutions getting some legislative appropriation the Governor, the
Speaker of the lower House, and the Majority leader of the Upper House
are each allowed to name members of the Universitas. In a very few insti-
tutions the faculty collegium is permitted representation in the universitas.
In a few more, elected faculty representatives are non-voting members of
the universitas. A very few institutions even ask for a student representative
to sit with the universitas. In the case of public universities meetings of the
universitas are open, meaning that observers, particularly the press, can be
present. Some state universities are obliged to publish exact salary figures;

105 Legal counsels have come to play a major role in the handling of almost
every aspect of university administration. Most such institutions not only have a
house-counsel with large staffs but much litigation is farmed-out because it is be-
lieved to be more cost-effective.
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at others only a sample like the five highest. So much for the formal or-
ganization. The important thing is that American society treats the composi-
tion of the universitas as though it were an English honorary board; mem-
bers are selected for virtually every reason except detailed knowledge of
academic disciplines.

What about the informal? Kerr refers to times when universities have had
“giants” as presidents. What made them “giants?” Such a president usually
had a unique program as well as the authority to develop and control it.106
Such “giants”, as in other cases of greatness, come with birth (Eliot had the
right connections from birth), others like Bowman achieved greatness (be-
tween his concept of a great urban university with its towering Cathedral of
Learning and his willingness to kowtow to the Mellons and other sources
of Pittsburgh wealth), and some have greatness thrust upon them (Abraham
Flexner, not exactly a university president although he did found and head
the Princeton Institute for Advanced Study, but for his really implausable
effect on the training of the American medical profession).

In the case of some universities there have been at particular times real
giants on the faculty. They not only achieved monumental results (often in
research) but they were privately well-funded. Such a faculty giant could be
a trial to a dean, to the provost, or to the president, and it is not at all rare
for such a giant to switch institutions because he got into conflict with his
original university’s administrators.!07

(1) Who Controls the Universitas?

In our very first chapter we likened the universitas to the medieval guild.
In retrospect where the two differed was that those who ran the guilds, the
masters, were personally experienced and once selected never retired. Uni-
versities were different. Some that were once run by theocracies had their
authorities redefined either by legislative act or because secular interests
first softened the theocratic rule and then abolished it.

Who were these secular influences? Some were essentially no more than
business or industrial self-interested semi-professional groups, which saw in

106 Many, but not all, of these giants had access to free flowing funds. Such was
the case of White at Cornell, Eliot at Harvard, and certainly Jordan at Leland Stan-
ford, Jr. University. Gilman was unusual in that what funds he had were more lim-
ited and he chose to spend on faculty, not on fabric. Had Gilman wanted to build
buildings he would have had insufficient funds. Nicholas Murray Butler built Co-
lumbia University both in terms of faculty and buildings. Lowell of Harvard built
buildings, not faculty.

107 Jonas Salk at Pittsburgh was such a case.
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the universities’ educational role an opportunity for them to influence social
and political developments. Often the effort was to squelch the outcropping
of ‘radical ideas’,'98 thus abridging either Lehrfreiheit or Lernfreiheit.'0°
Other times efforts were made to expand the curriculum — groups sponsor-
ing different types of cultural studies, ranging from chairs in a specified
area or even departments of religion or of various cultural studies.!'0 In
most such cases the mechanism involved an endowment or a grant for a
reasonably long number of years. The point is that providing pecuniary
wherewithal was usually the first step.

We mentioned in passing Chancellor Bowman’s ill-fated attempt at using a
loyalty-oath litmus test. The fact is that he realized the stupidity of it quickly
and abandoned it. Not so those in California just after World War II; its leg-
islature enacted a loyalty oath for faculty members. Fortunately it was de-
clared unconstitutional by the California courts, and little harm was done.

The problem of getting appropriate people on the formal universitas is no
small one. Optimally there should be people who are informed about the
variety purposes of universities, but who also have the time to inform them-
selves about what is going on. Nonetheless, the tendency is turn all internal
matters over to the university’s administrators without any regard as to
monitoring the situation. True, experienced businesspeople can read audit-
ing reports, but generally their criterion is efficiency. How can one judge
the efficiency of an educational process without some idea of what the
quality of the input was and to what degree or in what ways was the input
successfully processed to make the output worth the cost? The College

108 No set of ideas in the last 100 years has brought more controversy into uni-
versity life than variant forms of political radicalism like anarchism (the bane of
Richard T. Ely’s life) or Marxism (which caused the problems in the late 1920s and
early 1930s at the University of Pittsburgh).

109 The fear of Marxian radicalism makes a certain amount of sense if one real-
izes that starting in 1917 and with but the exception of the years June 1941 through
April 1945 the United States was actively hostile to the Soviet Union. Moreover,
the freedom to learn (Lernfreiheit) has never been all that solid — particularly since
learning is a student-thing, and by definition students are not masters of their topic.
The bigger issue has been the freedom to teach (Lehrfreiheit), and faculty members
who preach new or different doctrines often pose challenges to those technically
identified as the universitas. In my own view, the largest part of the problem is that
administrators try to please the universitas, and in so doing make foolish problems
for themselves. The issue of equal treatment for homosexuals at the moment is a
rallying point at Pitt. The formal universitas is opposed; it seems that the faculty-
collegium is on the other side.

110 Some great universities like Stanford have made themselves foolish by trying
to teach culture that is not Euro-centric with professors who lack the capacity to do
anything else; they demonstrate their good intentions mostly by knocking anything
smacking of Euro-centrism.
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Boards, the Graduate Record Examinations, and pre-Law and pre-Medical
test scores are supposed to indicate the degree of prospective success of
students within the academys; it is not clear that they have much to do with
later achievement. Probably the biggest problem is how to get academic
input into the deliberations of the universitas. Some boards have professors
from other institutions, a procedure that often helps. Other boards have
faculty advisors for each of the board’s subcommittees. But these ‘solutions’
are not automatic. Not infrequently faculty representatives reflect no more
than a vested interest; in which instances the board is often better off with-
out such ‘help’.

I have always been bothered by the fact that few trustees (board mem-
bers) have any basis for doubting what their administrators tell them. Fac-
ulty exit interviews, one way of hearing what has been happening, are
virtually unknown. Trustees rarely visit any class more than once, and from
a sampling standpoint that is futile. Some schools and departments have
official visiting committees, but again what they have to report is usually
based on the administrators’ assessments — qui custodiet ipsos custodes?!1!

(2) The Problems of the Faculty Collegium

When David Dwight Eisenhower took office early in September 1947 as
President of Columbia University he called a special faculty meeting in
which he took note that discipline in the faculty had flagged during Nicho-
las Murray Butler’s final years and in the interregnum of his successor. He
stipulated that the University required that its professors be available to
students, that lectures be prepared and appropriately given, and that the
university’s many rules and regulations be enforced. Being by previous
profession a general, he then asked for questions. The story is that Professor
Frank Tannenbaum, something of an I. W. W. legend in his own time, asked
for the floor. When recognized, Tannenbaum said that he agreed with eve-
rything that the President had said, except that it was the faculty, not the
administrators, who were the university.

Tannenbaum was from a legal standpoint wrong. However, at a few uni-
versities there is a custom that grants the faculty collegium more than a few
powers. At some universities the faculty collegium does set the standards
for admission of students, for the granting of degrees, for the granting of
tenure, and so forth. But that is because the true universitas has transferred
those powers de facto. If anyone doubts that they are only a de facto trans-

11 Indeed, accreditation committees and visiting committees are generally ma-
neuvered to identify as ‘wrong’, what the investigated body has been unable to fi-
nance.
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fer, he should look for the specification of those powers de jure. Such au-
thority will generally be hard to find.

In the multiversity there are so many teaching and research units that
there are difficulties in understanding how people are appointed and pro-
moted. In recent decades the process has become seemingly more open at
most places. Most American multiversities are ‘Equal Opportunity Employ-
ers’, which essentially means that administrators are made very sensitive to
appropriate representation of groups formerly the subject of unfavorable
discrimination. It is not unusual for a unit (department or research group)
trying to hire new personnel to have to explain why a formerly-discriminat-
ed-group candidate was not hired. As selections always contain some epis-
temic (subjective) elements, answers are often rejected.!12

In smaller universities and colleges there may still be a sense of collegi-
ality within a department or even in a faculty. Yet even there, there is a
problem of personal egos. Teaching and research are highly individual oc-
cupations, and competition can easily run rife. While I prefer a collegial
department, I am aware that my views are old-hat. What characterizes most
faculties is a high degree of individualism. The motto is ‘hire the best
scholar (or teacher) without reference to communitarian considerations’ —
particularly if there is no consensus as to the legitimacy of those consid-
erations. In brief, what seems hard to solve is often just ignored, and that
leads to further fragmentation.

My field is economics, and traditionally in my field there have been
many schools of thought, no small number of which are in conflict. Should
a department focus exclusively on one school? If not, how many schools
should be represented? Within economics there are several major intellec-
tual methods. Should logic (mathematics) be the only one used? What about
empirical studies — and there is more than one kind of empiricism. One
basic question is whether economics is a positive (non-normative) science,
or whether the norms are so buried that they are forgotten — is free trade
desirable in a dynamic situation. For that one, there is no logical answer.
Should economics consider religious norms — what is the role of theft in
economic transactions, and what is theft? And so forth.

The greater problems of the faculty collegium are more subtle. Faculty
self-interest often founders on conflicts between faculty groups — the tradi-

112 Tn my time at Pitt deans, it seemed to me, often delayed making offers until
they had every reason to believe that the candidate would be too disgusted to accept
it when it eventually was tendered. Furthermore, the terms of the offer when it came
were frequently different (in the unfavorable direction) from what had been orally
discussed. These ploys must have been known by the Provost, but he may well have
been part of a dean’s ploy.
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tional faculty of philosophy versus various professional faculties, ranging
from medicine and law to business and social work. In the past the faculty
of philosophy tended to be the core faculty, and it fancied its role as the
guardian of the cultural tradition as well as scholarly standards. More re-
cently, particularly at multiversities, the faculty of philosophy is clearly a
minority when it comes to counting votes. Thus faculty ‘solidarity’ is un-
dermined to the point of non-existence. The graduate faculties generally
have little interest in and less patience with undergraduate teaching issues.

Since the radical 1960s charges of elitism have served to diminish the
traditional respect that lower professorial ranks had for the senior profes-
sors. The assistant and associate professors can generally outvote the full
professors. And that voting process often has come to include not only
those of junior professorial rank but also the staff and even representatives
of various student groups.

(3) What about the Nations of Students? What Serves Their Interests?

I have said little about student problems. A millennium ago the students
at Bologna were mature. Half a century ago, so were the GIs who went to
the universities. But those were exceptional time, not the rule.

Disciplined students studying academic disciplines. The real problems of
Lernfreiheit involve both parietal rules (rules within the walls) and the
handling of admissions. In my mind the great success of the GI Bill was
that the problem of parietal rules seemed all but non-existent. The GI vet-
erans were accustomed to much stricter discipline than most of the then
parietal rules required. The post-GI Bill students were something different.
By the 1960s students seemed to be clamoring for what Dr. Spock had
advised their parents; everyone should be able to do his own thing, with the
only limitation being that whatever that thing was it should not seriously
hurt others. This indifference to customary manners and habits is best seen
when college undergraduates return home for the Christmas break and their
parents discover that the normal waking hours of many of their under-
graduate children are from some time shortly after noon until some time
approximating four in the morning. Lernfreiheit used to be about challeng-
ing religious convictions; more frequently it seems to be about ignoring the
usual perception of the clock. Students demand and get twenty-four hours
service at the libraries and at the computer laboratories.

The current questions about Lernfreiheit are quite different. Students of
the sciences come to the colleges with a common foundation: mathematics
up to and including the calculus; a year or so of inorganic chemistry; a year
or so of solid state physics, and a year or so of cellular biology. But stu-
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dents entering the humanities (and in many cases the social sciences) do not
have a common background in English (or American) literature — they have
not been weaned on the same books, traditionally Shakespeare and the King
James Version of the Bible. Training in writing papers either in the hu-
manities or the social sciences seems apparent mostly by its absence. Those
who have always been evaluated through multiple answer examinations find
self-expression of simple thoughts trying, and any effort to trace through a
theme of complicated thinking is well-beyond their ken. That is, until they
have been taught in their college years what previously they had mastered
in high school. Teaching this ‘remedial’ material in university classes is, in
fact, quite hard. Previously what was taught in the grade schools and high
school was a form of intellectual discipline. It was not a matter of obedi-
ence as much as a capacity to plough through vast quantities of material
without slackening the pace.

The coming most major problem in my mind is that virtually all univer-
sity enrolment costs dearly. For the most part immature students are not
able to decide whether the expenditure is worthwhile. Parents footing the
bill may grieve about their children’s insouciance, but they do not have the
vaguest idea of what they can do about it.!13 How long parents will can put
up with this situation I cannot begin to guess. But at some point I fancy
that the current costs of collegiate and professional education will price
colleges and universities out of their market.

It seems possible that just as the General Education Development test
became an economic substitute for a mature individual to satisfy high
school certification, so at some time universities will offer sets of course
examinations (at prices much less than in-class tuition) for those who want
‘external’ degrees.

4. The Current Outlook

During my lifetime there is in the American experience much that is the
basis for hope. The economic stagnation of the 1930s seemed at the time
to be without end. The military and naval crises of the early 1940s were
quickly rectified with what in retrospect can only be seen as incredibly
heroic efforts. The crisis of stagflation of the 1970s seemed at the time as
without end. And the lack of productivity growth in the late 1970s and the
1980s made us think that what we had given to the Japanese we could not
recapture.

113 And when the student is not blessed with rich and generous parents and must
borrow money, does that make for a more serious approach — particularly if the
student has never worked and learned what it takes to make money?
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The research accomplishments of American universities are so obvious
that one need not debate their real existence. However, what we now face
is the task of recapturing our sense of cultural continuity. Few who now
teach in American universities would question this need. But how to solve
the problem is apparent. Yet, if one thinks about the experiences narrated
in the immediately previous paragraph this problem will likely be solved, if
not immediately, then soon.

Thus I end this series of talks with a balanced view. I do not see how
the current trend in collegiate and university education can be maintained.
But, also I do not fault the imagination of those who will have to do some-
thing about it.
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Richard Theodore Ely, Christian solidarist,
initiator of the American Economic Association,
fountainhead of critical old institutionalism,
and the ‘midwife’ from Germany

By Helge Peukert, Siegen

1. Introduction

Richard Ely (1854-1943) spent his youth on a small farm at Fredonia
(New York).! He studied at Columbia University (majoring in philosophy),
Heidelberg and Berlin. He received his PhD from Heidelberg. Later he
taught at Johns Hopkins University from 1881-1892 and the University of
Wisconsin from 1892-1922 where he became director of the new School of
Economics, Political Science and History (Ely 1938, 177ft.). He was one
of the founders of the American Economic Association (AEA) in 1886, its
first secretary from 1886 to 1892 and its president in the years 1900—1902.
Today, Ely is called to mind by the Ely lectures at the annual meetings of
the AEA (see e.g. Stein 1986 with explicit reference to Ely). He was one
of the founders of diverse research fields in economics.2

He survived an academic freedom trial for his reformist and pro-labor
attitude (Hansen 1998) and elaborated a theoretical program which made
him a classical founder of institutionalism3 which was further developed
by his most eminent student, John R. Commons.# Commons and Ely in-
fluenced the progressive movement (Diner 1998) in Wisconsin and the
New Deal under Roosevelt.> Born before the Civil War he died with 89

I Excellent information on Ely’s biography is presented in Rader (1966a and
1966b), Lowe (1987), Groves (1969), and Morehouse (1969).

2 Howell (1995), Weiss (1989), Scherer (1993, part 5), Smith (1982), Ramsey
(2004); see also Guéry (2001), Cord and Andelson (2004) for the history of eco-
nomic thought debate on Ely.

3 See his inclusion in Rutherford’s and Samuels’s classics edition (1997, 1-51).
4 Commons did not study in Germany.

5 They were most influential on land use planning, see Barber (1996, especially
13-14 and 76-79).
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in his ancestral home at Old Lyme (Connecticut) in 1943 at the peak of
World War II.6

He wrote on almost all major economic topics including influential text-
books on economic principles.” He promoted the American Association for
Labor Legislation, the American Association for Agricultural Legislation,
and the Institute for Research on Land Economics and Public Utilities at
Wisconsin (his writings on land economics and his path breaking contribu-
tions on conservation® in which the ‘German model’ and Knies also play a
major role cannot be discussed here).? He tried to strengthen the relations
between state university and state government in supporting research for
progressive legal reforms. Ely’s theoretical approach coincided with the
“Wisconsin Idea”, i.e. democratic control of monopolies and social legisla-
tion (McCarthy 1912, who points out that almost half of the population of
Wisconsin descended from Germany, see also Ely 1938, 208-209). Among
his students at Wisconsin were Veblen, Commons, D. R. Dewey, E. A. Ross,
A. Small, A. Shaw, E. H. Bemis, T. N. Carver, F. C. Howe, F.J. Turner,
Woodrow Wilson, and J. F. Jameson. The mostly unpublished Ely Papers
(now available on Microfilm) are located at the Wisconsin State Historical
Society. The collection consists of 300.000 items, 51 volumes with notes,
speeches, pamphlets, records and more than 100.000 letters. The corre-
spondence includes leading politicians, prominent business men, social and
religious figures, and academicians of all sorts (Coats 1961a, 191, fn. 1).
The obituaries show that Ely was a major theoretical and economic policy
figure at his time (see e.g. Taylor 1944).

Obviously, Ely’s theoretical contributions were and are controversial.
Despite the strong influence of institutionalists with a German string of the
emerging economic faculties at Wisconsin and Berkeley (Cookingham
1987), and especially Columbia University (Rutherford 2004a, compare for
Harvard Mason 1982), mainstream economists often dismissed his theoreti-
cal contributions. “Ely never attained great heights as a theoretical econo-

6 In this text we cannot deal with the economic history, and the economic policy
background in detail (see Kirkland 1951, and Novak 1996). We have also to omit
the religious controversies between presbytarians, unitarians, etc. (4hlstrom 1972).

7 See the impressive chronological bibliography until 1937 in Ely (1938, 309-
323); Rader’s list (1966b, 237-253) does not go further.

8 See Ely and Morehouse (1924), Ely and Wehrwein (1940), Ely (1917, on Ger-
many especially pp. 11-17), and Ely (1938, 234 1t.).

9 “Land is the original source of wealth; the earth is utilized to supply us with
food, clothing, shelter, recreation, and culture ... If we dare to hope for peace we
must realize that we must have economic foundations of peace and this means that
plans must be arrived at for the equitable distribution of food, minerals, and other
raw materials among the nations of the earth” (1938, 234-235).
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mist” (Everett 1982, 75). In Schumpeter’s account on early American eco-
nomics (1954, 863-877), Ely is practically absent and only mentioned as
“that excellent German professor in an American skin” (1954, 874, fn.).
Baumol was kindly enough to tear the non-theoretical first generation of
American economists explicitly to pieces, “no systematic use of history ...
[no] analysis at all” (1985, 1) can be found in their writings. Ely “was a
leading propounder of the unsupported statement” (1985, 4), he preferred
strange anecdotal material and a non-analytical use of data. In sum, their
“procedure was free swinging reliance on an amalgam of intuition, erudition
and sheer opinionatedness” (1985, 11; compare Bronfenbrenner 1985, and
Coats’s critique 1987).

II. Christian and social commitments

Ely was deeply influenced by the humanistic and progressivist Social
Gospel movement (1885-1925), the activist protestant movement of the
New World. Fine (1956) shows in detail in how far Ely was instrumental
in effecting the transition from religious to secular reform (on Ely and the
Social Gospel see also Bateman 1998). The Social Gospel combined Amer-
ican exceptionalism and evolutionary optimism and castigated the socially
unconcerned churches. According to Ross (1991, chapter two) American
thought in general and the development of the social sciences cannot be
understood without the strong legacy of exceptionalism as a reaction to the
successful American revolution. It led to national independence and the
belief in economic progress, which forestalled mass poverty and class con-
flict, fostered citizen’s independence and a food production which out-
stripped population growth. Exceptionalism meant the final salvation of
mankind, the end of history and a delicate balance between the old values
of the Puritan organic community and individual self-interest. “American
social science has consistently constructed models of the world that embody
the values and follow the logic of the national ideology of American excep-
tionalism” (Ross 1991, 471).

In the Gilded Age exceptionalism faced its first crisis, demanding free
inquiry against outmoded religion, linking scientific naturalism (Darwin)
and the historicist upheaval. A constant trait of exceptionalism was “the
tendency to conflate the ideal and the real. From the beginning, American
nationalists attached to their history the values of individual liberty, po-
litical equality, social harmony, and to some variable degree, social equal-
ity as well” (Ross 1991, 476). Philosophy and historical research was ti-
dily bound to religious doctrine for a long time, so that they could not
develop independently as e.g. in Germany. The Social gospel was a cri-
tique of the self-fulfilling character of exceptionalism but also its reflec-
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tion due to its belief in universal progress and salvation and the kingdom
of god on earth.

Ely’s father tried to make his son become a good Presbyterian. In his
autobiography (1938, chapter one), Ely describes the rural, Puritan, self-
sufficient New England background where money was always scarce, but
religious controversies abundant, thrift and sincerity virtues and gambling
a sin. The hard God of the Old Testament dominated. “I finally gave up
the attempt to please my father in this particular. I always rejected the idea
of a good God creating the human race and then tolerating arrangements
which sent a large part of it to eternal torture. How is this compatible with
the omnipotence of God and the all-embracing love that Christ taught?”
(1938, 16). Without a conversion experience, Ely later joined the Protes-
tant Epicsopal Church at Columbia College. The father put a strong em-
phasis on egalitarianism and social reform. This may explain Ely’s later
support for equality of opportunity. On the other hand, the father also took
the Calvinist theology very seriously. He once showed up in church with
his farm overalls to demonstrate that both rich and poor are equals for
God. In the family prayers he emphasized the obligation to improve the
conditions of the fellow people. He rejected a highly needed job because
it would force him to work on Sunday, a denial which also often ruined
his hay crop.

The social gospel was a strong but not the major current in American
Protestantism. It stood between radical socialism and religious conservative
indifference to the social question. “[A]bout seven of the larger American
Protestant groups, purportedly representing ten million out of thirty million
Protestants, by that time had convincingly made such commitments. Admit-
tedly, this was no small achievement. But some eleven other bodies, repre-
senting six-and-one-half million persons, would have to be classed as non-
Social Gospel bodies; and nine denominations, with a membership of twelve
million, were at best sharply divided” (Hutchison 1975, 380; the author
shows that the Social Gospel also existed in Europe and was not at all
confined to the US).

A characteristic trait of Ely, “perhaps the most aggressive advocate of the
social gospel during the ‘eighties’”,10 “the prophet of religious economics”
(Everett 1982, 75), is his multifold engagement for the Gospel movement in
his endeavor to make the religious world conscious of economic problems.
“During the last two decades of the century it is doubtful that any single
minister had more influence than one academician, Richard T. Ely, in focus-

10 Hopkins (1940, 88), the book is still the best background information on the
movement.
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ing the attention of Protestant churches on the ethical problems emerging
from the industrial and urban revolutions. Both ministers and laymen looked
to him for authoritative accounts of contemporary economic problems and an
outline of their obligations in the new society ... Ely’s two major works on
Christian sociology, Social Aspects of Christianity and Other Essays (1889)
and The Social Law of Service (1896) became standard texts for Protestant
social reformers (for Ely’s plea to the churches and his teaching at Chautau-
qua, see 1938, 72-97). For more than twenty years every minister entering
the Conference of the Methodist Episcopal Church was required to read So-
cial Aspects as well as Ely’s An Introduction to Political Economy (1889) ...
In the 1880s and 1890s Ely spoke before religious groups throughout the
country. He gave lectures, sermons before seminaries, divinity classes, and
church conferences” (Rader 1966a, 61-62).11

Ely’s religious background made him receptive for the ethical and hu-
manitarian historical school in Germany. “Ely, as well as J. B. Clark,!? was
most impressed with the idea of social solidarity. He felt that Knies had the
truth when he informed his classes that there was no such thing as a science
of political economy apart from the rest of society ... ‘The starting-point as
well as the object-point, of our science is man’ (Knies)” (Everett 1982, 79,
and 91). Laissez-faire and the profit system were only acceptable when
limited by ethical demands, the struggle of life had to go upward towards
a brotherhood of free men following Christ. The social view of private
property (see below) was first derived by Ely from the Christian doctrine
of stewardship and it coincided substantially with the property rights ap-
proach of the German historical school. Ely never studied Marx very care-
fully (but see 1883, 170-182) and he rejected the materialist interpretation
of history. “I have always been an idealist in the philosophical sense, firm
in my belief that ideas govern the world” (1938, 95). It should be under-
lined that even in his earliest writings Ely had some distance to political
reform movements, e.g. the German social democrats, because of their
gross materialistic view (1883, 232).

The common religious basis also explains why American economists with
very diverging economic (policy) philosophies had nevertheless a common
ground which permitted understanding and cooperation, e.g. in the AEA.
“Adams, Clark, Patten, James, Seligman, Laughlin and many others dis-
agreed with Ely’s methods and conclusions, but they were never at variance
with his ethical emphasis” (Everett 1982, 75).

I The importance of Christian socialism for old institutionalism in general, es-
pecially for Ely’s disciple J. Commons, is highlighted in Gonce (1996).
12 “the apparently odd couple” (Bateman 2004, 195).



128 Helge Peukert

“Although Ely in his younger years was viewed as something of a radi-
cal, if not a Christian socialist, his solution to contemporary problems sel-
dom confronted directly the existing power structure of society” (Rader
1966a, 74). Rader’s remark is partially correct and opposes his thesis
(Rader 1966b, 151-164) of the conservative U-turn in Ely’s writings after
his trial. But it is correct that Ely tried to hold a more “neutral position”
(see the Ely-Labadie letters in Fine 1956, here p. 18) what the membership
e.g. in the Knights of Labor was concerned. Ely was in fact excellently
informed about the socialist, anarchist and communist movements in Europe
and in the US and he admitted that the “complaints of the socialists are
often but too well grounded, when they criticize things as they are” (1885,
69/299). But he also talks in the early writings about the “remedy against
the evils of socialism” (1885, 72/302). In opposition, for him “there are
three chief agencies through which we must work for the amelioration of
the laboring class, as well as of all classes of society. These are Science,
the State and the Church” (1885, 72/302). In this early explicit ‘Christian
phase’, Ely held a very idealist view of the state (people should regard the
state as “something as holy as their duty to the church”, 1885, 73/303). The
church itself was strongly attacked, because it neglected its worldly duties
and forgot about the humble Nazarene. “A great deal is said in criticism of
the communism of the early Christians ... but it would be well to dwell
more at length on the spirit which that early communism presupposed”
(1885, 74/304).

Ely’s book on the Labor Movement in America (1905) is also strongly
Christian in perspective. Well-versed in the subject matter and writing in
elegant language, he presents an affectionate and sympathetic overview. The
labor movement does not only fight for more leisure and higher income, it
“is a force pushing on towards the attainment of the purpose of humanity;
in other words, the end of the true growth of mankind; namely, the full and
harmonious development in each individual of all human faculties — the
faculties of working, perceiving, knowing, loving ... it is [also] to be for
the sake of their beneficient use in the service of one’s fellows in a Chris-
tian civilization” (1905, 3; Ely never abandoned this broad view, see e.g.
1938, 66-67, but see also his partial disavowal on page 72). Ely parts
company with those trade-unionists which accept the existing order (private
property, etc.), he rejects radical communism and anarchism. The reasons
for trade-unions are manifold (chapter five): the asymmetry between capital
and labor (no power to withhold), the back-bending labor supply curve, the
almost unlimited control of the employer over social and political life
(health conditions, iron-clad oaths), the uncertainties of existence of the
working man (insurances: old age, illness, idleness, etc. with reference to
Brentano, 1905, 141-142), the necessity of keeping the wage at the usual
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rate in recessions,!3 and the educational value of labor organizations in the
broad meaning of German Bildung (1905, 120).

We will only mention in passing, that the socialist, anarchist and com-
munist movements were a real threat in the US of the Gilded Age and a
relevant force in the social sciences (Ross 1977/78, and 1991, chapter four).
In his description of the beginnings of modern socialism the end of unoc-
cupied land in the 1870/80s, a denser population, new production tech-
niques are key characteristics, he underlined the influence of German so-
cialist imports (Weitling, Most, Weydemeyer) and the strong German
Gymnastic Unions which filled many companies in the Civil War on Lin-
coln’s side. In the last chapter on remedies he is rather vague and mostly
focused on moral suasion, “[m]anufacturers should cultivate the true humil-
ity of great souls” (1905, 321). The future should be shaped by the trade
unions, the school, the state and the church. He does not forward concrete
reforms in the book though it is implicit that he wants an encompassing
social state in the modern German or central European sense (Doring 2004).
Compared with his earlier article in 1885 we cannot see in how far he had
become more conservative. The final chapter of the book is almost identical
with the end of the earlier article.

His book on Socialism and Social Reform (1894) is a well-informed de-
scription and intellectual dispute with the socialists. Against the proposal to
socialize the means of production he holds that “[p]rivate property is one
of the main incentives to thrift and industry, and thus is beneficial to soci-
ety as a whole, as well as to the individual” (1894, 307). Besides a critique,
he also underlines many good aspects of socialism without sharing their
main tenets. About 100 pages are dedicated to practicable reforms: A so-
cialization of natural monopolies, a land reform, regulation according to the
social theory of property, a wider distribution of property via an inheritance
law and tax, labor legislation (prohibition of shop openings on Sunday and
night work, public education, a broad insurance system against the contin-
gencies of life — with Germany as the model, prohibition of the adulteration
of food products, provisions for inspections of markets, payments of wages
in lawful money, and even an assured minimum income are proposed. Fifty
percent of the references refer to German literature. In this book, Ely was
as reformist as ever but he put forward a couple of precise reforms instead
of mere moral suasion.

Kloppenburg interprets Ely as one the first ‘social democrats’ in America
and a member of a transcontinental movement which sought a convergence

13 “If there is a decreased demand, all would not find employment at reduced
wages; but ... one reduction would simply give rise to another” (1905, 116).



130 Helge Peukert

of socialism and liberalism (1986, especially 200-211, and 224-297). Ely’s
work is a component in the process of an intellectual convergence and
Kloppenburg shows the strong similarities with the programs of Bernstein,
the Webbs, Jaures, and the most important Social Gospel advocate in the
US, Rauschenbach, who was born in Germany and studied in Germany
since 1879.

Ely’s effectual reform philosophy aimed at a ‘golden mean’. He com-
bined an organic view of a Christian state and society which should be
directed by a natural aristocracy. This hierarchical element may also be
responsible for the fact that Ely never vigorously supported the extension
of civil and political rights. It should include private property and entrepre-
neurship, modified by e.g. an inheritance tax. Competition was considered
to be prevalent in agriculture, commerce and manufactures. It should be
embedded in factory regulation. He further proposed the municipalization
of natural monopolies like gasworks, electric companies, waterworks, a
reform of the civil service, “better court treatment of labor organizations,
slum clearance and the creation of urban parks to benefit city populations
morally as well as materially, savings banks to help the masses cultivate the
habit of thrift, restriction of immigration, and tax relief for the lower
classes” (Schlabach 1998, 43, with an excellent overview of the trial against
Ely and his economic policy program).

It should be mentioned, however, that he changed his mind about mu-
nicipal ownership in later years (1938, 251-269). He continuously held that
to improve society, education in the broadest sense (including kindergartens
and manual training), and reforms of the laws of inheritance were necessary
(we “provide opportunities and ‘give each his chance’ — that is America”,
1938, 282). But he changed his opinion on the abolition of monopoly he
had been bitterly criticized for this change of mind. Before the establish-
ment of e.g. the Interstate Commerce Commission he thought that public
regulation was not promising, following E. J. James and Jevons (1938, 253).
Self-critically he remarks that he thought he had discovered an economic
law of public ownership (fueled by the German example), which resembled
the laws of nature (1938, 255).

Interestingly, Ely expressed vividly the disenchantment of the progressive
movement after WW 1. “I did not understand sufficiently ... the psychology
of the American people. I believed the great mass of our people would not
only be interested in what was their own property and its management, but
intelligently interested I thought their interest would increase if we had
public ownership of things of real and vital concern to the great mass of
people, like agencies of transport ... I thought that the interest would show
itself in a real pride in good management, and that to secure this manage-
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ment, the great mass of the people would appreciate excellence of admin-
istration” (1938, 258-259). But things did not turn out like this. The civil
service in the US could not attract the best talents, Germany and its mod-
ernization from above and the small and spirited communities of western
New York were only special cases. “The great mass of the people are inter-
ested in games — baseball, movies, radio, and football” (1938, 260). This
comes close to J. B. Clark’s later vision of an American consumer society.
In addition, the regulatory commissions had constantly improved their work.

Without recognizing Keynes, he reacted to the depression in his high
seventies (Ely 1931). He put forward under-consumption (he also edited one
of Hobson’s books) as a causing factor which depended on income distribu-
tion. Already in the depression of 1890 he proposed to increase mass pur-
chasing power by the construction of public buildings. In 1931 he developed
a plan to establish a peace time army to improve the common wealth (parks,
forests, etc.). Roosevelt (for his contacts with Ely see 1938, 277-279) knew
his idea. It coincides with the Civilian Conservation Corps in the New Deal
(but Ely wanted all young men and women to serve for one year). Ely
strongly opposed all plans to limit production (implied in the National In-
dustrial Recovery Act and in the Agricultural Adjustment Act). But he also
holds that all state activities should be executed in the confines of a bal-
anced budget, so that the state’s income taxes had to be raised. He approved
to the Fed’s expanding influence over the use of credits but he disapproved
Roosevelt’s idea to reduce the gold content of the dollar.

III. The pilgrimage!4 to Germany

Dunbar, who became the second professor of economics in the US in
1871 at Harvard College (Sumner and F. Walker followed in 1872 at Yale),
remarked in 1876 that the US had contributed nothing to economics so far.
Young people were obviously more interested in making profits but the
country also produced able men and women in poetry, literature, law, etc.
According to Farnam, every economic problem was discussed as a law
problem due to the American tradition that the interpretation of constitu-
tions etc. was the business of lawyers (1908, 3). Seligman points out that
before the Civil War the US simply had no real economic troubles which
needed theoretical elucidation (1925, 62).

The earliest practical economists like B. Franklin and Hamilton supported
protective tariffs. Then, D. Raymond developed the first more scientific
approach in favor of protective tariffs in the 1820s. He strongly repudiated

14 Seligman (1925, 69).
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individualism, the alleged virtues of saving and A. Smith’s approach in
general. Economic theorizing in the US was therefore not at all and by
nature laissez-faire (Farnam 1908, 30), individualist or deductive. The first
contact between the Historical School and the New World was apparently
List’s stay in the US between 1825 and 1830 (No#z 1926). It resulted in his
Outlines of American Political Economy in 1827, a precursor of his German
book published in 1840, which was influenced by Raymond. The other two
noteworthy early economists, J. Rae, and H. C. Adams, were protectionists
as well. But Wayland was arguing in the classical tradition (Say and Mc-
Culloch); free markets and no state interference were his ideals (for a short
overview see Barber 2003, 231-237).

Further contacts to German scientists existed via S. Ruggles who met
Ernst Engel at the International Statistical Congress in Berlin in 1863, and
some few articles were published on the state of German economics in the
1870 (in the Fortnight Review, The Revue des Deux Mondes and in God-
kin’s Nation). In 1878 Roscher’s Principles were translated into English
language with additional chapters on money, trade and protectionism in
which Roscher argued that free trade is sounder for advanced nations like
the US (for further detail see Dorfmman 1955). In his Principles, Roscher
further defended the classical tradition, especially Ricardo’s theory of rent,
Senior’s abstinence theory of interest, and Malthus’s doctrine of population.
It is not surprising that reviewers could not find important but only slight
differences to the classical school and e.g. Mill. It was also sometimes
pointed out that the Historical School tried to save their country from the
Marxists. The Historical School was in fact not entirely new in the US in
the 1870s and 1880s (for details see Dorfmman 1949, 87-98). Laveley’s, R.
Mayo-Smith’s and C. F. Adams’s (Atlantic Monthly) positive accounts were
received with public interest.

An early returnee from Heidelberg, B. Moses, combined the reception of
the Historical School with very conservative connotations (free enterprise,
no social regulation, the population law, the necessary end of the ‘demo-
cratic experiment’, see Dorfman 1949, 96-97 on the ‘odd companions’). We
see that Ely’s progressive-liberal reception of the School was by no means
self-evident. We only mention in passing that the Historical School also had
an impact on e.g. the Harvard Business School via Edwin Gay (Heaton
1952), who stayed in Germany from 1890 until 1902, a learned historical
economist who was trained by Schmoller (on Schmoller’s transatlantic im-
pact see Balabkins 1988).

The American Civil war ended in 1865 and in its aftermath great wealth
was concentrated at the top of society. “As at the close of all great wars,
this was a period of uncertainty and change. The emerging industrial soci-
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ety was taking form with the growth of large-scale business enterprise and
the development of monopolistic practices, with the formation of labor
unions, with a speculative stock market, and with a new economic order
emerging in the South. In that industrial society the role of government was
not yet set” (Dorfinan 1949, 34). At least the layman literature on econom-
ics was now almost monopolized by laissez-faire and free-traders in the
classical English economics tradition (D. Wells, Horace White, E. Atkinson,
Perry, A. Walker, Bowen, later assisted by Dunbar and S. Newcomb).

But at the same time, a(n emotional) need for social reform surfaced,
manifest in Bellamy’s utopia and H. George’s single tax proposal (Progress
and poverty, 1879), a peculiar mixture of extreme individualism, free trade,
the abolition of the general property tax, the Ricardian rent theory, a predi-
lection for logical economic analysis, and social critique, in sum a combina-
tion of Jeffersonian democracy and H. Spencer. It can be asked if George
was not the only deviation from orthodox doctrine which grew originally
on native American soil. Ely’s description of this phase as predominantly
ultra laissez-faire was no caricature (see also 1938, 124-131), he did not
construct a “man of straw” (Rader 1966b, 42). It may be noted, however,
that classical thought was not accepted in all its aspects (for a reconstruc-
tion of the debate see Ross 1991, 77-97). The pessimistic Malthusian doc-
trine of population and the Ricardian theory of rent fitted badly with the
American historical circumstances of abundant free land and needed to be
de-dismalized (Bastiat and his perfect harmony of interest and the impos-
sibility of overproduction were underlined instead.)

What were the classical economists good for then? “These works unwit-
tingly laid the foundations for the private economic empires that were built
in the last quarter of the nineteenth century. It was a period of hope, and
the vigorous captains of industry were the symbol of the great material
advance of the nation” (Dorfman 1949, 82). The natural creed was unham-
pered laissez-faire for the ingenious dynamic entrepreneurs. The more then
less static laws of classical economics justified the hands-off position of
state and society to improve the majority’s lot by regulation. Amasa Walker
(Dorfman 1949, 49-56) applied ‘objective economic theorizing” and argued
in the official majority report of the Commissioners on the Hours of Labor
in 1867 that the eight hour day legislation violates the natural working out
of supply and demand conditions. He militated against a minimum wage
legislation and proclaimed that “[a]ll attempts to interfere with the laws of
value must be ineffectual” (in Dorfman 1949, 51). This message was then
repeated in the 1890s in a more sophisticated way by Clark who tried to
prove scientifically that the level of wages is governed by the marginal
productivity of labor. Walker and Clark thought to have discovered a natu-
ral law like physicists. But in practical policy in the 1880s no tariff reduc-
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tion took place and with the Mc Kinley tariff bill in 1888 even an extension
took place.

After 1876 the contacts between German and American economists be-
came more intensive. The German Reich was founded after 1871 and so
both countries faced similar challenges: To organize an economy on a na-
tionwide level, both faced questions like the constitution of a central bank,
tariffs, the organization of the railways, the growth of the cities, the labor
question, industrialism and the concentration in industry due to large-scale
production, etc. But the two countries also faced specific problems (e.g.
abolitionism was no topic in Germany).

All in all, between 1820 and 1920 about nine thousand American scholars
(the majority were northern-state Protestants) went to German universities
as the intellectual mecca (Herbst 1965, 1-18),!5 many of them for post-
graduate education (Myles 1956, 91-118). The list of the German pilgrims
included (year of departure, later professor at): Clark (1873, Columbia U),
E. J. James (1875, Illinois U), J. F. Johnson (1875, New York U), Patten
(1876, Pennsylvania U), Ely (1877, Wisconsin U), Hadley (1877, Yale U),
Seligman (1879, Columbia U), Small (1879, Chicago), Taussig (1879, Har-
vard), Laughlin (1891), Seager (1891), F. Walker (1892), Fetter (1893), and
many others (see the list in Myles 1956, 112—118). It is interesting that one
of the most formal and non-historical economists, J. B. Clark, was the first
and not one of the last of this list as could be expected (general waning of
the influence of the Historical School since the 1890s, etc.). On average
they studied approximately two years in Germany and a lot of them finished
with a dissertation. Also some women made the trip to Germany in the
1890s like Alice Hamilton, Mary Kingsbury, and Emily Balch, later profes-
sor of economics at Wellesley and a prominent activist in the international
women’s networks (not until 1890 women were allowed as auditors in Ger-
man universities). Some women, like Florence Kelley and Carey Thomas
changed to Zurich, where women could earn a degree (Rodgers 1998, 85—
86). “In 1885, 200 American students were enrolled at the University of
Berlin, while only 30 Americans attended the Sorbonne in Paris” (Schdfer
2000, 12, fn. 3).

From 1873 until 1900 every year between one and nine American student
economists stayed in Germany (with a maximum of five in 1879-1880 and
an average of 3, between one and two from 1880-1888, and an increasing
number of six on average between 1889 and 1897). This was not an ava-
lanche but a rather small group of able, highly motivated (young) men (no

15 His main reference must be Thwing’s figures which coincide with Conrad’s
(Thwing 1928, Myles 1956, 94-96).
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women are reported). They would have an elementary impact on the future
of economics in the US. The most important influence was the German
Historical School, much less the Austrians. Wagner, Schmoller and Conrad
are in the first category of important teachers, Roscher, Knies, Biicher, and
Brentano in the second, and Menger and Bohm-Bawerk in the third (see
Farnam’s questionnaire 1908, 27-28, Myles 1956, 105-120). It is surprising
that M. Weber, who also tried to bridge marginalism and historism in an
ambivalent way (Peukert 2004), does not seem to have attracted any
American students.

The questionnaire also included some more detached comments on the
historical school. Taussig reflected 20 years after his pilgrimage in the ques-
tionnaire that on “the whole I think I have been influenced no more by the
Germans than by others. Latterly I have got most from Marshall & Boéhm-
Bawerk — less from Schmoller than I had expected” (cited in Myles 1956,
106). Ely’s student A. Young stated that an “early bias towards German
methods (especially as represented by Wagner) due to my (Wisconsin) train-
ing, has been followed in my case by a reaction in favor of the methods of
the English tradition” (cited in Myles 1956, 111). This leads Myles to the
skeptical conclusion that “[a]lmost without exception [Ely], those who ob-
tained degrees said they received from their German training stimulation,
point of view, and a methodological approach. They did not mention posi-
tive theoretical doctrine; and there seems to have been a lack of influence
from this direction” (Myles 1956, 105).

In addition to economists the sociologists G. H. Mead, A. Small, E. Ross,
and Ch. Henderson, the philosopher J. Dewey, the social workers F. Kelley,
and E. Devine, the urban reformers F. Howe, and J. Brooks, the city plan-
ners B. Marsh and F. Olmested, the civil rights campaigner W. Du Bois, the
insurance reformer I. Rubinow, and political scientists (F. Goodnow, E.
Freund) went to Germany as well (Schdfer 2004, 146, see also 2001). It
should be mentioned in passing that a non-negligible number of students
went to France and especially England, like Ch. Beard who went to Oxford
to study Christian social economics in 1890 or Edith Abbott, who went to
the new Fabian oriented London School of Economics in 1895 (Rodgers
1998, 85).

When Ely returned to the US in 1880 after three years he was an early
bird in a double sense. First, because American economics was in its in-
cipient phase. The Quarterly Journal of Economics (Harvard) was founded
in 1886 and the Journal of Political Economy (Chicago) followed in 1892,
the American Social Science Association, in a certain sense a precursor of
the AEA, was founded in 1865. Second, the higher numbers of pilgrims
began in 1889.
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After winning a fellowship at Columbia in 1876, where the ‘poor farm
boy’ lived among rich but helpful young fellow-students (1938, 36), “it was
considered a matter of course that I go abroad to study, preferably to Ger-
many” (Ely 1938, 36). Ely’s choice depended on accidental circumstances
and mere private initiative. The reasons why he and others choose Germany
was “the fame of the professors, the freedom and hospitality of the univer-
sities, and the new political constitution of the country” (Farnam 1908, 9,
our translation). Dorfman adds the “sudden rise to greatness after the
Franco-Prussian War” (1949, 88). Rodgers adds a very practical motive:
“German universities were open, public institutions ... So cheap were their
fees that in 1889 it was estimated that the cost of a year in Germany,
transatlantic travel included, was fully a third less than a year’s study at
Cornell, Harvard, or Johns Hopkins” (1998, 85). Apparently, it was not too
difficult to obtain German degrees. Patten had only one year of under-
graduate work in the US prior to his Ph.D. after two years of study in
Germany. Many German students were occupied by their government exams
that were much more complicated than those at university. According to
Myles, students received an “unsystematic ... training in economics ...
R.T. Ely was not required to submit a thesis at Heidelberg. Many of the
dissertations written by students studying under Conrad were seminar pa-
pers” (Myles 1956, 101-102).

At Columbia, nobody knew anything exact on German universities and
after some search activities Yale’s president N. Porter hinted at Ulrici at
Halle who in fact already had retired. Finally, in 1877 Ely arrived in Ham-
burg and then stayed in Kiel where he first learned the German language in
a family (this contrasts with Senn’s assertion, 1993, 42, that most American
students knew German). He became familiar with Biergdrten (beer gardens),
dueling and the somewhat frightening presence of militarism. At Halle, the
stronghold of the pietistic movement in Germany, Ely was perplexed that
no Ulrici was lecturing. Three other American students already studying at
Halle, S. Patten, E. J. Jones and J. F. Johnson, took him to Conrad who
impressed him most with his practical view without dogma. But he also
recalls that the Halle economists were no original thinkers. But in Halle he
changed from philosophy to economics where he could also speculate and
keep his “feet on the ground” (1938, 41, see the title of his autobiography).

Motivated by enthusiastic reports of American friends from Heidelberg he
arrived there in April 1878 and felt more and more at home in Germany
(see Morehouse 1969 who analyzed Ely’s unpublished letters from Ger-
many). He also visited many other German towns (Wiesbaden, Mainz,
Freiburg, Eisenach, Weimar (Goethe and Schiller!)). At Heidelberg univer-
sity, he made acquaintance with independent scientific work and the de-
lightful and cosmopolitan atmosphere, and to meet people from all parts of
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the world: The world was not confined to the US (1938, 43)! His heroes
were Bluntschli (professor of constitutional law) and K. Knies (Eisermann
1996). Ely calls Knies “My Master” (1938, 44), and Knies once wrote a
fine letter of recommendation for Ely (Rader 1966b, 13, fn. 20). “[H]e was
a progressive economist, with a proper respect for existing institutions,
which he did not want to abolish but rather to improve by evolutionary
processes ... he was very sympathetic to the aspirations of the workingman,
and spoke of his privations and excessive toil in a way that would have
stirred the ire of the Old Guard of the United States. Knies wished not
only for Germany to have peace and prosperity ... From Knies and others
I was learning a fundamentally scientific approach in which relativity and
evolution played a large role” (1938, 44-45, 58). Ely also traced his interest
in the conservation of natural resources to Knies (7aylor 1944, 133, Ely
1938, 191).

“If I did have any bible it would be found in the books and lectures of
Professor Karl Knies” (1938, 111). He contrasts the idealistic desires of
Knies and Bluntschli with those of the nationalist von Moltke. He identifies
Knies as a major representative of the Historical School besides Roscher and
Hildebrand. It is interesting to notice that Ely never delved into the concep-
tual differences of their members and took a partisan view.!6 He knew about
the differences but he extracted unerringly the general evolutionary and so-
cial message, and the theoretical approach without caring about the small-
minded nuances. “I suppose the connection, today, between the German
economists and the Americans is closer than that between the American and
the English writers. I am speaking about the personal connection as much as
about the connection of thought” (Ely to Marshall in 1901, in Coats 1961a,
192). Later, he often urged his students to read Schmoller’s Grundfragen des
Rechts und der Volkswirtschaft (Farnam 1908, 29).

After finishing his doctorate’s examination with a Summal!’ he went to
Switzerland for five months to learn French and to have a look at the Uni-
versity of Geneva. He was deeply impressed by the Alps and the Black
Forest on his way to Berlin. He followed the speaking in Prussian Parlia-

16 It seems that he made a difference between the socialists of the chair (Wagner,
Schmoller, Brentano) and the Historical School (Knies, Roscher et al.) at least in an
early book. Besides many positive remarks on the socialists we also read the exag-
gerated statement that they “regard the state as something sacred and divine, holding
that it arises out of the essential characteristics of the human nature given us by
God” (1883, 241).

17 Ely wrote an essay “The Chinese question” for Bluntschli and a 220-page
treatise on “The doctrines of Turgot, Adam Smith, and John Stuart Mill in regard to
the sphere and province of government form the standpoint of political economy”
(Morehouse 1969, 12). But in a formal sense, they were not part of a dissertation.
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ment, became member of the Royal Statistical Bureau where he met Engel,
and listened to lectures of A. Wagner. His money ran out and he instructed
students in English language and wrote a couple of paid articles on Ger-
many in newspapers, e.g. on ‘Germany and Russia’, ‘American colleges
and German universities’, (see the reprint in Ely 1972) and ‘Emigrations
from Germany’ (see the references in Ely 1938, 308).

A great help was also A. W. White, President of Cornell, at the time
American minister in Germany. He favored the orthodox school which Ely
rejected. But he asked young Ely if he could make a study of the adminis-
tration of the city of Berlin which strongly influenced his proposals for
urban autonomy (Schdfer 2000, 84—87). As a participant observer, Ely care-
fully checked the budget, the administration etc. and was fascinated by the
crystal clear budget plan, the excellent civil service, the tax officials, etc.
For him Berlin was the model city. Ely was then asked to write a report on
the purchase of the private railways. Again, Ely had access to all sources
of information. The report was later influential to get him a teaching post
at Johns Hopkins. In the summer of 1880 Ely left Germany and a year of
fruitless search for a job began. The returnees could not easily turn in.
Patten, for example, received his doctorate at Halle in 1878. He was forced
to hang around at the family’s farm and then he spent six years as a school
teacher before he obtained a professorship of economics at the Wharton
School in 1889 thanks to the help of his Halle classmate E. J. James (Dorf-
man 1949, 182).

Back in the US, Ely experienced a culture shock and thought even to
commit suicide (1938, 285). “I landed in New York on a hot and disagree-
able midsummer day. As I walked through the streets of New York, my
heart sank within me. The city was dirty and ill-kept, the pavements poor,
and there were evidences of graft and incompetence on every hand. Is this
my America? ... This was my home and I vowed to do whatever was in
my power to bring about better conditions. My youthful ambitions were
high” (1938, 65). From 1911-1913 Ely stayed again in Germany to finish
writing his Property and Contract (1938, 269-270).

After the outbreak of WW I Ely also thought about the dark side of Ger-
many in his patriotic lectures (1918). He was now an ardent nationalist and
strongly criticized liberal progressives like LaFollette (Curti and Carstensen,
II, 1949, 112-113, and 200, see his later self-criticism in 1938, 217). With
great sadness he observed “that the great people as such has gone wrong”
(1918, 4), it yearns for a world empire. He recalled that “my university edu-
cation ... was practically altogether German ... Repeatedly I have been in
Germany since | finished my university studies, and have many friends there
... I have read German newspapers and German literature ... I have written
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articles on German life and German institutions” (1918, 16). He was very
disappointed by the war rhetoric at German universities but he mentioned
Bluntschli and Knies’ cosmopolitan idea of a world currency as exceptions
(Heidelberg was located in Baden!). The brutal militaristic Prussian Hohen-
zollern regime was in his view responsible for the German disease. Ely
presents a lot of personal experiences in Germany which demonstrate ques-
tionable German character traits (e.g. financial stinginess, the admiration of
titles, etc.). In Boppard a commanding officer urged a hotel owner to change
the French word ‘garage’, so that the word ‘Kraftwageneinstellraum’ was
created. On the other hand, the German qualities are “respect for authority,
ability to work together splendidly in cooperative undertakings, love of
learning, true admiration for the artist and scholar, and such a generous pro-
vision for research as perhaps no other land knows, and the best civil service
in the world” (1918, 33). A reason why some American scholars put Ger-
many generally in a very positive light can be related to “the reformers’ at-
tempt to legitimize an American reform agenda and to base democracy on
principles other than possessive liberalism, utilitarian ethics, and market
ideology that liberalism held in stock” (Schdfer 2000, 13).

“Yet despite the powerful German intellectual impact on American aca-
demic life ... and the influence of German models on Johns Hopkins, MIT
(via the Technische Hochschule), and the early business schools, no gen-
eral effort was made to replicate the German university structure and cur-
riculum, its relationship to the state, or its elitism” in America (Coats 1985,
1700). It may be interesting to note in passing that no German professors
(belonging to the Historical School) were imported to the US in the forma-
tive years of American economics. “By 1906 ... the estimate of German
scholarship had lost some of its former reverential quality as numerous
young graduates returned home with unfavorable reports of the arrogant and
strident nationalism of their German preceptors” (Coats 1961b, 404). As
Ringer points out, the synthesis which so much impressed the American
students broke down.

“[A] wave of increasingly specialized research and of thoughtful “positiv-
ism” had swept away the great Idealist systems about 1830 or 1840. The
very considerable achievements of specialized scholarship fascinated Ger-
man scientists and the German public until around 1880 or 1890. From that
point on, however, the evils of specialization led to increasing dissatisfac-
tion” (1979, 425). The German academic elite lost its status (also in mate-
rial terms, Ely was at first fascinated by Bluntschli’s beautiful house, see
also his remarks on the social esteem of professors, 1938, 122).

“The real difficulty with specialization was taken to be its tendency to
separate science and scholarship from a certain kind of integral philosophy.
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Specialized science lacked precisely the dimension that had connected Ide-
alist Wissenschaft with Bildung and with Weltanschauung. The specialist
was a mere expert ... The intellectual reduced to the role of expert had no
more authority than any other merely technical adviser to business tycoons
and party bosses” (1979, 426). The American students before the turn of the
century were the last to experience this unique synthesis they so much ad-
mired in Knies, Roscher and Conrad. “In 1896 Conrad’s American students
gave him recognition by electing him an honorary member of the Academy
of Social Science at Philadelphia, and by awarding him an honorary LL.D.
degree at Princeton” (Herbst 1965, 14). After their return, some of the first
generation of professional American economists carried out this synthetic
intellectual role very conscientiously. They absorbed in different degrees the
historical method (Schmoller), the ethical vision (Knies), and e.g. Wagner’s
law of increasing state functions and to rethink the conventions of property
ownership, and in general the “German university connection opened the
transatlantic “moment” in American ... politics” (Rodgers 1998, 111, see
also 102).

Ely approached this role by his idea of a ‘natural aristocracy’ which also
prevented public identification with the working class and stipulated a
natural social hierarchy which may have pleased the American Republican
party. The republican “Whigs feared Jackson’s demagogic executive tyranny
as the peculiar corruption to which the demos was liable ... they stressed
the need for the natural aristocracy of education and talents to play a special
role in government. Their national leadership favored a high tariff and gov-
ernment promotion of economic development on the grounds that it would
enlarge economic opportunities for everyone” (Ross 1991, 29). A certain
similarity between the republican’s and the Historical School’s concept is
obvious, e.g. a strong national state as the guardian of property rights and
the stress of community. “Like the German Kathedersozialisten, Ely ap-
peared to advocate a stable society in which the differences between
classes would be much less, and the lowest level much higher, than existed
at the time; but classes would remain” (Ross 1977/78, 42). The natural
aristocrats had to organize this gradual transformation.

We may ask if a common heritage of the returnees from Germany ex-
isted. Many of them shared the marginal theory of value (including Ely),
and Bohm-Bawerk’s theory of interest. But marginalism could mean many
different things: The calculus of maximization, marginal utility as the sub-
jective theory of value, the marginal productivity theory of distribution with
positive, negative or neutral normative connotations, general equilibrium, or
the mathematical method (Bronfenbrenner 1985, 30). Some tried to general-
ize Ricardo’s theory of rent and explain profits (like Walker), wages and
even interest by his differential principle. At least in a marginalist reading
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(Hollander 1979), “Jevons did not deviate very far from the classical tradi-
tion in his premises, logic and conclusions” (Dorfman 1949, 83). Some
economists amalgamated the old classical and the new marginal principles
and a common ground existed in early American economics in the recogni-
tion of economic history and politics. Purely theoretical books were rare.
Economic history played a role for all but with differing emphases. Laugh-
lin (who went to Germany only after his formative years) mostly dismisses
it, Hadley and Fetter treat history mainly as exemplifications of theoretical
statements, in Ely’s and Seligman’s textbooks it played the most important
role. In economic policy no returnee supported either dogmatic laissez-faire
or the high protective tariffs, most advocated moderate tariffs.

The question of government intervention was answered by most authors
pragmatically though with different biases. Ely pleaded strongly in favor,
the Clark after 1899 was more opposed to interventionism, and Hadley (a
student of A. Wagner!) emphatically underlined the posessive freedom of
the individual. Fetter starts from value theory. Seligman is closer to the
Historical School, but he accepted the neo-classical school and he was also
for protectionist principles, pro labor and social security, including unem-
ployment insurance (Dorfman 1959, 1V, 257-267). Clark and Patten strong-
ly support a deductive and marginal utility approach, the latter combining
it with an ardent protectionism. Clark (student of Knies and Roscher) le-
gitimizes the capitalist profit system by °‘theoretical reasoning’, his first
draft on marginalism goes back to 1875, he attributed his (social) effectual
utility principle to Knies (Clark 1896). In Knies’s seminar, Bohm-Bawerk
and Wieser presented their first marginalist versions in 1875-76. Patten (a
student of the more liberal Conrad) was in opposition to the distributive
consequences of market processes, he supported Ely’s statement for the
AEA and tried (see below) to combine Ricardo’s method with the Austrian
and with Jevon’s approach (Seligman 1925). In fact, Ely was the only re-
turnee what wanted to put the historical-evolutionary part in the center of
his work and rejected classical and marginal economics at the core of eco-
nomic science.!® Fine (1956, chapter seven) strongly underlined and in our
view overemphasized the similarities of the returning new schoolers some-
what.

The differences among the American economists mentioned above are
especially interesting because all of them studied in Germany. They show
the wide range of reactions. Not even a single American economist who
became professor in the US adopted the wisdom of their German masters

18 “Perhaps the only one of the group who was not relenting in his battle was
Ely. Whereas others lost the ‘crusader’ spirit ... Ely still continued to carry the
standard of the historical school” (Myles 1956, 194).
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schematically — they were not Epigonen. “[N]one of Ely’s cohort came back
Germanophiles. Only a handful kept up lasting German politics. Rather,
they came back with ideals (which occasionally, in a referential kind of
shorthand, they conflated with Germany itself) and, still more, a sense of
enlistment in an international movement of ideas ... what the intellectual
leaders among the German-trained economists wanted was a social politics
of their own” (Rodgers 1998, 98). The later theoretical and policy orienta-
tions of the Americans cannot be deduced from the orientations of their
German masters and no obvious relationship existed between theoretical
and practical orientation, i.e. a deductive economist is by no means more
likely against state intervention or against normative judgments than an
inductive economist.

Clark’s theory of distribution is a good example for this. It could be used
to prove the fact of exploitation or the need for state intervention via his
inappropriable utilities, i.e. positive externalities. It could be argued that for
the worker not the functional but personal distribution is essential (T. N.
Carver). Clark asserted to have elaborated his theory before he discovered
Thiinen who “viewed the action of this law as an exploitation of labor and
even of capital ... In my view the apparent surplus in one man’s output
over another’s is due to an excess of capital in one man’s hands and is a
product of capital and not of labor” (Clark in the Ely Papers, cited in Dorf-
man 1949, Appendix III-IV). There seems to be a certain degree of freedom
in the definition of imputative justice. Charles Tuttle, an admirer of Clark,
who returned from Heidelberg with his doctorate degree in 1886, argued
that the marginal principle means exploitation. When the entrepreneur re-
ceives all the surplus which earlier units of labor have created, this is unjust
and labor should organize and withhold until they receive the average incre-
ment (Dorfman 1949, 303-304). Another point of radical departure could
be the thesis that perfect competition does not exist in modern large-scale
industry and therefore distribution had to be regulated. It could be criticized
in general that some economists accepted the defects of the abstract princi-
ple but kept little attention to their integration into the logic of the model.

For Farnam (1908, 17-18) the above mentioned intellectual autonomy of
the Americans is not surprising: What they learned in Germany was ex-
actly this freedom of opinion!® and e.g. the thought-provoking much more
positive view of the role of the state compared with the US which some

19 The rigid policy against e.g. the Social Democratic Party which was outlawed
from 1878-1890 under the anti-socialist law did not influence the living conditions
of foreign students. Ely at least did not especially highlight the problematic sides of
rising German nationalism, colonialism, anti-Semitism, protectionism, etc. (Winkler
2000, 213-265).



Richard Theodore Ely 143

scholars commented as excesses of state power. “Germany disturbed; that
was its essence” (Rodgers 1998, 97). Further, the German Historical School
was as fuzzy as any other school of economic thought. When Ely studied
under Conrad and Wagner he must have recognized elementary differences,
Wagner’s law contrasted essentially from Conrad’s more individualist stand-
point (Conrad 1922, Diehl 1915). And some building-blocks were present
in opposite political camps. The wage-fund doctrine which the progressives
vividly rejected was also prominent in social democratic thinking, e.g. in
the version of Lassalle’s iron law of wages (Ely 1883, 191).

Many American economists tried to synthesize subjective marginalism,
historical awareness and the classical tradition (like Marshall) in original
individualist ways. Often they became experts in policy advice, Seligman
on progressive taxation, Adams as chief statistician of the Interstate Com-
merce Commission, etc. This diversity and complexity stands in contrast to
the picture that Herbst draws (especially in chapter six and seven; compare
Myles 1956, an earlier but much more sophisticated, excellent analysis,
compare also Cherin 1933). For Herbst, the German Historical School’s
program was unilateral historicism, the American ‘new economists’ “were
all too ready” (1965, 130, it would be interesting to compare this in more
detail with Herbst 1958) and followed suit with these “ideas [that] proved
difficult to assimilate to American conditions” (1965, 232). Some of Herbst’s
utterances are simply wrong, e.g. he stipulates that the Historical School
rejected exact statistics (1965, 136), and “Small alone may be said to have
liberated himself from the empty formulae of his German masters” (1965,
202).

In public the impression of two distinct camps (the old and the new
school) might have come up because a debate took place in 1885 in the
weekly journal Science with Seligman, E. J. James, Ely, and H. C. Adams
on the one and Taussig, Newcomb, and Hadley on the other hand (later
reprinted as Science Economic Discussion, New York, 1886; see Myles
1956, 164—171 for the different viewpoints of the discussion; on the Amer-
ican Methodenstreit see Barber 2003, 239-244, and Mongiovi 1988). Myles
argues that not in specific doctrine but in the over-all social philosophy a
common impact of the returnees existed (1956, chapter three on German
historicism in America with many institutional details of their influence). In
a very nuanced way Myles argues that the returnees had a certain common
influence, at least in the sense of creating a spirit of tolerance and holding
the “one common idea [which] appears to be the use of collective action
for the handling of socio-economic problems ... the desire to formulate and
instigate a group of social policies ... and the taking into account, as basic
material, consideration of the cultural, legal and geographic environment”
(1956, 211, 162, and 164). This were the relevant points behind the quarrels
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on method. To a certain degree the returnees also changed mainstream eco-
nomic theorizing in that the ‘old’ school eliminated first its natural theology
of the concept of an established order of things and second the unqualified
validity of laissez-faire. This was at least the impression of the first presi-
dent of the AEA, F. A. Walker (1889).

Cohen’s reconstruction of the debate is also one-sided but more to the
truth when she concluded that “[b]y the mif-1890s, marginalism had dis-
placed both classical political economy and historicism as the dominant
paradigm of economic science” (2002, chapters six and seven, here 190).
But “[b]y and large [better: some of?] the exponents of the marginal utility
economics were rather progressive in their social outlook, and were inter-
ested to some extent in, or at least not adverse to, social reform” (Dorfman
1949, 251; see also Ross 1991, chapter six).

In fact, until the 1930s, economics in the US was essentially pluralist. It
had no hegemonic structure in method or content, or an authoritative figure,
and institutionalism was not merely incidental: Classical economists (Taus-
sig at Harvard), Marshallians (E. Chamberlin at Harvard), institutionalists
(Commons at Wisconsin, Mitchell and J. M. Clark at Columbia),20 and neo-
classical economists (Fisher at Yale) existed side by side (for the pluralist
argument see also Rutherford 2000). The German influence was strongest
at Johns Hopkins (Adams and Ely), Columbia (Seligman and Mayo-Smith),
and the Wharton School of the University of Pennsylvania (James and Pat-
ten) (Myles 1956, 109-110). For example, Veblen was Clark’s favorite
student at Carleton College, Laughlin sustained Veblen’s appointment at
Chicago and Taussig opened the pages of the Quarterly Journal of Econom-
ics for him. Veblen did not make a liberal readjustment (see below), he
remained the only true outsider and consequently was never given perma-
nent access to the profession. To summarize: Austrian, historical, marginal-
ist, institutional, and neoclassical elements intermingled in the period under
consideration (Rutherford 1997, 182). As Morgan’s and Rutherford’s analy-
sis shows, beliefs in market solutions and in the virtues of free competition
“were not generally held by American economists of the late nineteenth
century” (1998, 10).

In our view, Yonay’s constructivist analysis comes close to the real situ-
ation of early American economics. He shows that a “complex network of
people, ideas, cash flows, practices and artifacts” (1998, 199) intertwine in
the production and construction of knowledge: Major scientific achieve-

20 Further institutionalists at Wisconsin were E. E. Witte, H. Groves, M. Glaeser,
and S. Perlman, at Columbia were R. Tugwell, F. C. Mills, A. R. Burns, J. Dorfman,
L. Wolman, G. J. Bonbright, R. Hale, and Berle and Means (Rutherford 2003, 362).
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ments, the views of prominent schools and scholars, concrete economic and
social problems (e.g. the labor movement), economic booms and recessions,
philosophical doctrines (in the negative: Marx), religious beliefs, ideological
commitments, and political pressure all play a role in the competition over
the definition of standards of sophistication (what is good science?). They
were not given and uncontested in the constitutional phase of American
economics. Early American economic thinking was not organized along the
lines of monolithic, unified and homogenous Kuhnian paradigms (Ely: the
new versus the old school) or a perfect and inescapable control of the invis-
ible college of progressing normal science.

There were rather “many simultaneous changes, loose connections among
individuals, liquid definitions of camps, and shifting alliances ... Bounda-
ries are constantly challenged, contested, and redrawn. To survive, econo-
mists must attach their work to the network of governmental officials, ad-
ministrators, and benefactors” (Yonay 1998, 216, and 220). This is not the
story of a Whiggish progress in the accumulation of knowledge. Conspiracy
theories (private money and interests rule the roost) also do not convey
most of the dynamics because the young American returnees were not
forced to abandon the more radical proposals of Ely’s AEA statement (see
below). Contingencies of the external world, scientific, political (e.g. wars)
and economic factors (dependency on donors) played a role. Finally, and
maybe most importantly, science depended on the idiosyncratic syntheses of
the individualist, beautiful minds of the first professional American econo-
mists.

Myles asks why an operative American historical school did not material-
ize, and he draws an interesting parallel to the later inclusion of the Keynes-
ian revolution into the mainstream. “The result [of the infusion of concepts
by the returnees], for professional economics, was a “new” economics
which, like the Keynesian economics of our own day, was a relatively
short-lived ‘revolution’ ... The ultimate result was a significant modification
and alteration in the approach to economic problems ... after the tempest
was over no one quite knew what all the shouting had been about because
this approach had ... been ingested by the existing body of doctrine” (1956,
211).

Unfortunately, we cannot show here that Ely’s concept and the develop-
ment of economics was similar in many ways to the developments in psy-
chology, anthropology, sociology and political science. They all went in the
direction of a more professional, evolutionary, empirical, secular, and his-
torical line of thought (see the excellent short overview in Ross 1976).
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IV. The emergence of old institutionalism:
A new theoretical paradigm

Ely’s studies in Germany and his import of ideas fell in a phase of an
accelerating international flow of economic ideas in general. “Toward the
end of the eighties and through the nineties, we come to a peak decade in
the flow and interchange of ideas in the neoclassical period. We have the
development of the marginal productivity theory of distribution, which had
of course its English and German predecessors but which was now per-
fected, refined, and widely accepted ... [Approaches] are constructed es-
sentially on the basis of a wide, eclectic, cosmopolitan reading of their
contemporaries and immediate predecessors” (Hutchison 1955, 9). In fact,
marginalism was also well known in the US due to Jevons’s major contribu-
tion in 1871. Clark and Wood presented different versions of marginalism
at the same meeting of the AEA in 1889 (7obin 1985). The German return-
ees were well equipped with marginalist ideas (Streissler 1990). Knies
himself wrote a little tract on marginalism (1855, see also Knies’s lectures
2000/1886, and Yagi 2000) which was recognized by Clark (Letter to Selig-
man in 1906, in Dorfinan 1941, 117).

It may be asked if a more historical and empirical theorizing was really
warranted, did not Jevons wrote the Coal Question and Marshall Industry
and Trade later on. It can be argued that the specificity of the American
application of theoretical economics lay in the blending of deductive rea-
soning with the interest in historical-empirical investigations. A good exam-
ple was Taussig who was not strictly or entirely orthodox or neoclassical.
This being correct, does it make sense to put forward the thesis that Ely
made a reasonable attempt to start off an alternative heterodox approach?
Did not Ely even in the first edition of his Outlines in 1893 present a
nascent marginal utility analysis (compare the slight extensions in Ely 1901,
and 1932a)? But as Bateman points out, “the man who calculated at the
margin had been an accepted part of the German and American historical
schools for many, many decades ... But historical economists ... had kept
the marginally calculating man in a world in which he also made decisions
on other bases. The marginally calculating man of 1890 went to church, was
sometimes concerned for his race and his nation ... In short, marginal think-
ing was only one of the ways that he thought about how to act in the
world” (2004, 200). It makes a difference if marginal utility is one building-
block among others or if it is the cornerstone of the entire theoretical en-
terprise.

In our interpretation, American institutionalists were recognized as a dis-

tinct group which deliberately choose the name around 1919 and formed a
network of individuals (Veblen, Commons, Hoxie, Mitchell, Hamilton,
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Tugwell, J. M. Clark, Copeland et al.) with shared core ideas and beliefs.
Until the 1920s and 1930s the institutionalist critique kept the economic
profession busy. “Institutionalism was one of those critical approaches that
gained a great deal of influence ... in the United States. Unlike the current
tendency to belittle that school, institutionalism undoubtedly constituted one
of the major intellectual forces in interwar American economics. Institution-
alists held key positions in academic settings and controlled two of the four
leading economics departments ... (Columbia and Wisconsin).

Wesley Mitchell established the National Bureau for Economic Research,
and was among the founders of the New School for Social Research. John
Commons founded a new journal (Land Economics), trained a large group
of economists who investigated various aspects of economic policy, and
helped to initiate social welfare plans, first in Wisconsin,2! and later as part
of the New Deal. These achievements were recognized by contemporary
economists, who bestowed respect and rewards on their institutionalist col-
leagues. Mitchell and J. M. Clark gained the highest award of the American
Economic Association, the Walker Medal, and served, along with several
other institutionalists, as presidents of the Association” (Yonay 1998, 197,
with abundant evidence). The weakness of the institutionalists — which was
also attributed to Ely as non-theoretical thinking — was “the lack of a cen-
tral organising theoretical conception, metaphor or analogy of its own”
(Rutherford 1999, 238).

Nevertheless, the substructure of Ely’s institutionalism and his role as
precursor of critical old institutionalism (Rutherford 2001, 176, and 2003,
364) which differentiates him and others from orthodox neoclassical, mar-
ginal and early progressive thinkers can be summarized with Rutherford in
five points:22 “(i) a clear recognition of the the central analytical importance
of institutions and institutional change, with institutions acting both as con-
straints on the behavior of individuals and concerns and as factors shaping
beliefs, values, and preferences of individuals; (ii) a desire to base econom-
ics on a social psychology consistent with the emphasis on the role of in-
stitutions, and a related rejection of a hedonistic psychology and of the
individual as a utility maximizer; (iii) the adoption of a view of correct
scientific method in social science as empirical and “investigational” (in-
cluding but not limited to quantitative and statistical work), and a related
rejection of the highly abstract and “speculative” nature of much orthodox
theory; (iv) an emphasis on the critical examination of the functioning of
existing institutions (including issues such as bargaining power, standards

21 On La Follette see Ely (1938, 208-218), footnote added.
22 On the progressive movement in a transatlantic context see Schdfer (2000, and
2004), and Rodgers (1998, especially pp. 76—111).
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of living and working conditions, corporate finance and control, market
failures of various types, business cycles, unemployment, and so on), and a
related belief in the need for new forms of “social control” involving
greater government regulation of the market and other interventions; (v) the
adoption of a pragmatic and humanistic approach to social value ... and a
related rejection of the standard theories of value and of market efficiency
as adequate tools for policy appraisal” (2004b, 182—183).

Rutherford excellently summarizes the institutionalist program and Ely’s
creed. He was the most important precursor in that he more or less implic-
itly developed the program, and he also underlined more strongly the reli-
gious component compared with later institutionalists. There were no para-
digmatic differences with the Historical School in the five core dimensions,?3
they only existed at the variable outer bound (e.g. Schmoller’s preference
for a monarchy or his specific proposals for the German insurance institu-
tions). As a hypothesis it can be urged that Ely was the only retiree and
American economist of the first generation who shared all five paradig-
matic institutionalist building blocks. Clark became foremost a marginalist
(but Ely contributed to the essays in his honor, see Ely 1927), E.R.A.
Seligman was marginalist and historicist. The same holds for Alvin Johnson
(Petr 1998), a critical heterodox economist and later president of the New
School for Social Research. But Ely was manifestly institutionalist. By the
way, it is interesting to notice that no native typical American economic
school developed at that time (for an unsuccessful search of the American-
ness in American economic thought see the debate in Rutherford (ed.)
1998).

The relationship between Ely and Veblen is highlighted by Tilman
(1987/1993, on their relation to the Historical School see pp. 154—155).
Veblen took a course in economics from Ely at Baltimore, they exchanged
some brief letters, and Veblen picked up Ely’s degrees of monopoly in his
Theory of Business Enterprise. G. Jaffé wrote a chapter on Veblen for Ely
to be included in a book which was never published. Tilman shows that
Veblen’s radicalism did not conform with Ely’s more conservative reform-
ism and that they did not have a very close and positive relationship.

In a strongly recognized landmark article (1884) Ely distinguished be-
tween the German inductive ‘new school’ and the English deductive ‘old
school’ of political economy (Malthus, Ricardo, Senior, the Mills, and the
Stuarts). The old school did not include the marginalists. He castigates the
assumptions of natural laws like the law of diminishing returns, the ordinary

23 See also the intricate analysis of their close relationship by Myles (1956,
215-346), who holds in contrast to our view that both lacked a “clear cut body of
doctrine” (1956, 220).
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laws of supply and demand, the lack of friction in economic models, the
Ricardian theory of rent and the Malthusian doctrine of population, further
the free play of natural economic forces and the invisible hand assumption.
They lead to a laissez-faire and anti-governmental attitude and imply the
harmony of interests between classes. In contrast, since 1833 government
intervention was practiced and largely extended in most developed coun-
tries, and protective tariffs were a fixture of American trade policy since
1816. Especially the numerous epigones preferred these easy formulas and
the assurance of final truth which tamed curiosity and was good for the
existing powers because e.g. Malthus’s law implied that nothing could be
done for the lower classes. Citing Knies, he especially criticizes the mate-
rialist assumption of self-interest as the chief motive force. With many ex-
amples he tries to show that it “is impossible to separate the individual from
his surroundings in state and society” (1884, 35). Ely’s critique sounds very
modern and well-argued (the apologia of the status quo, focused on tax-
onomy, ahistorical economic man, logical deductions, pure competition,
economic realities like slumps are anomalies). It resembles strikingly the
criticism of e.g. the post-autistic economics movement against present day
neoclassical economics (see the debate in Fullbrook (ed.) 2003).

For Ely, the new school was launched by the German economists Hilde-
brand, Knies and Roscher (1884, 43). The new school has — besides the
gathering of facts — as far as possible an experimental bias as in physics. It
heavily leans on statistics (E. Engel, the head of the Prussian statistical
bureau is once again admired), applies comparative methods and also fo-
cuses on distribution. Theories are locally bound they are products of his-
torical developments and circumstances. No universal laws exist but Wag-
ner’s law is appreciated. For Ely, Wagner’s law was a more or less self-
evident macro trend in evolution and he never tried to ‘proof” it. He later
criticized himself for his assurance of this quasi natural law (1938, 255; see
also Ross 1991, 113). As mentioned, Clark also thought to have found
natural laws (of value and distribution). For Ely, laissez-faire as the gen-
eral principle is outmoded. A socio-legal concept is considered necessary to
explain e. g. the new institution of the joint stock company which cannot be
grasped with a natural rights approach.

An economy is to be regarded as an organic whole. “Account is taken
of time and place; historical surroundings and historical development are
examined. Political economy is regarded as only one branch of social sci-
ence, dealing with social phenomena from one special standpoint, the eco-
nomic. It is not regarded as something fixed and unalterable, but as growth
and development, changing with society” (1884, 45). The articles in Con-
rad’s Jahrbiicher, and Schonberg’s Handbuch are presented as ideal exam-
ples.
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By induction he understood: “We must observe in order to theorize, and
theorize in order to observe. But all generalizations must be continually
tested by new facts gathered from new experience” (1884, 47).24 He cited
Jevons’s The state in Relation to Labor as an example of good economics
(1884, 56), but mentioned Jevons (and Walras) later in his critique of math-
ematical economics: It is not “more than a not very successful attempt to
develop further the older abstract political economy” (1884, 60, fn.). Like
Veblen he regards it as neo-classical. For Ely, the new and the old school
represent different paradigms, and for him the deductive school is defi-
nitely on the wrong track.

Ely would share the view that quantification is a “technology of dis-
tance ... [it] minimizes the need for intimate knowledge and personal trust”
(Porter 1995, 1X). Ely’s catchword was ‘look and see’ also in the sense of
participant observation and he acted upon this principle. In 1884, on their
wedding trip (!) the young couple went to Pullman, Illinois, to write an
evaluation of the social experiment at Pullman for Harper’s Monthly; they
lived in the small community to get first-hand observation (1938, 166—174).
In Halle, Conrad had already practiced field observation and went e.g. with
his students into a prison and visited factories. “When the Night Riders took
control over Kentucky and decreed that no Burley tobacco should be grown
in 1908, Ely went to Kentucky to secure first hand information, see the
empty tobacco sheds, and talk with the people involved. When new land
problems arose with the development of irrigation he spent a summer
studying irrigations in the Rocky Mountain States ...” (Taylor 1955, 147-
1438).

He was able to produce excellent mental pictures of the economic world
(see e.g. his description of rural life before industrialization, in Bohn and
Ely 1935, 21 1f.) and urged his students to do the same. “Professor Ely set
me at work visiting the building and loan associations in Baltimore, and
joining the Charity Organization Society as ‘case worker’. I made reports
on these subjects to the joint history and economics seminar” (Commons
1934, 43). For clear judgment, a synthetic view and a more complete view
of the entire field was regarded as necessary, and Ely described the negative
impacts of standardization and specialization which furthered ‘academic
unrealities’ (1938, 192—-193, and 196).

In his critique of the assumption of an all-embracing self-interest Ely
points out that people are also motivated by ethical standards and ‘ideas’
like monotheism, the American Constitution or the idea of evolution (Bohn

24 “IN]o one of our teachers in Germany objected to the use of deduction in its
proper place; certainly it had its place, but deduction as it was then used, was inad-
equate. It did not explain the world as it was” (1938, 154).
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and Ely 1935, 13—15). But he also purports an approach of bounded ration-
ality. In his explanation of the great depression, booms and fantastic selling
prices in agriculture and city buildings were “due to the absence of knowl-
edge” (1932b, 273) which leads to unbalanced production and bubbles. “[T]
here comes a time when the last purchaser, at a fantastic price, is no
longer able to sell to somebody else ... Then the collapse begins and ...
prices fall rapidly” (1932b, 271). In an era of high interdependence, proper
public planning is needed. Germany had to a large degree a better land
planning for example (1932b, 274). Ely’s analysis and his assumption on
the rationality of human behavior is close to the approaches of irrational
exuberance (Kindleberger 2002, Shiller 2000).

In his Studies (1971/1903) Ely develops a concise first attempt of an
evolutionary approach. “The evolution of industrial society signifies a con-
tinuous change, a perpetual flux of economic relations and institutions”
(1971, 13). Ely discerns stages of human economic evolution (the hunt-
ing/fishing, pastoral, agricultural, handicraft, and industrial stages, the latter
with the phases of competition, concentration, and integration, 1971, 26).
He also mentions Biicher’s and Hildebrand’s stage theories, they are com-
plimentary. His stages are derived from the standpoint of production. In the
case of the industrial age: “The use of power manufacture, made possible
by the great mechanical inventions in the latter part of the eighteenth cen-
tury, brought about that far-reaching and rapid change in our industrial life
which is known as the Industrial Revolution” (1971, 57).

Ely puts his approach in the context of “the idea of evolution, the general
acceptance of which we must recognize as the distinguishing characteristic
of nineteenth century thought ... The peculiar service of Darwin was the
explanation of the method of biological development by means of the theory
of natural selection” (1971, 4). He does accept Darwin’s achievement and
puts his book in the context of the general reception of Darwinian ideas
(Hawkins 1997). But at the same time he criticizes naturalistic implications
and Spencer’s individualist laissez-faire interpretation. “Neither Mr. Spencer
nor any one else has been able to explain the actual process of social evolu-
tion in a way that has been generally accepted” (1971, 9). He adds some
anti-naturalist aspects. “Ideas distinguish man from all lower animals, and all
that is significant in human history may be traced back to ideas” (1971, 3).

Like most proponents of the historical school (Peukert 1998, chapter two
and three), he thinks in terms of human progress, “while physical conditions
[may] remain as they now are, a general human retrogression is not con-
ceivable” (1971, 11). He explicitly refers to the historical school which
advanced the idea of evolution 50 years before Spencer. He mentions List,
Roscher, Hildebrand and Knies, “the last-named of whom it was the au-
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thor’s privilege to study” (1971, 21). Ely is strongly influenced by the Ger-
man historist concepts and shares with them ambivalences between idealism
and naturalism, the idea of progress and relativity, etc. It is somewhat sur-
prising that Ely mentions Schmoller only once (1971, 438-439) and does
not mention Sombart’s analysis of modern capitalism at all.

The lesson of the historical school was the relativity of all human institu-
tions and the rejection of absolutism (“meaning that one policy could be
good policy for all countries”) and perpetualism (“one policy could be good
for all time”, 1971, 22), so that an economist can be a free-trader at one
time and a protectionist at another time. Relativity needs an open mind, and
“our habits of thought have to be changed as we pass from one stage to
another. This is irksome, and we resist it for a time” (1971, 61). In the times
of free land, a laissez-faire policy and to regard men as substantially equal
was adequate, but the closing of the frontier and the “concentration of pro-
duction in large establishments” (1971, 63) which needs a regulation of
property rights signifies that “we pass over from unconscious social codper-
ation to conscious social cooperation” (1971, 90). Public utilities are
needed, the German railway system is his prime example. The increasing
dependence of man upon man need and must not end in a coming slavery
(Spencer’s thesis), instead the increasing dependence requires “regulation,
in order to preserve freedom” (1971, 98).

For Ely, Clark’s theory of competition and distribution is correct and
depicts its working in an ideal manner, but in the actual world many re-
straints are at work (1971, 150). In case of large scale production, we “must
adjust ourselves to collective bargains between organized labor on the one
hand, and organized capital on the other” (1971, 390). Regulation means a
shaping of the environment which is man made (1971, 143), no natural
survival of the fittest in an unchangeable environment exists. Further, the
“larger the competitive group, the wider becomes the sphere for generosity,
the larger the safe scope of pity ... competition does not stand alone. With
it are associated sympathy, benevolence ...” (1971, 136). In extreme cases,
“when combinations mean monopoly, either competition must be restored
or, where this is impossible, the ends of competition must be secured by
other methods of social control; and if these methods of social control in
some cases mean public ownership and management of industries, a place
must be opened for the competitive principle in the terms of admission to
public employment” (1971, 145).

Ely’s theory of evolution is an interesting synthesis. He accepts to a
certain degree naturalist evolutionism, but combines it with a law of pro-
gress. He rejects Spencer’s rugged individualism as an unnecessary conse-
quence of Darwin and develops an alternative evolutionary path along the
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lines of Kropotkin’s concept of solidarity and state regulation, but in the
name of old American values, to preserve competition, freedom and equal-
ity. The conservatives a la Sumner (1840-1910, from 1863—1866 he studied
philology in Géttingen), who assumed natural laws of economics and fa-
vored an extreme laissez-faire evolutionism, were the radicals which sup-
ported unhampered change. Ely was the conservative who pleaded for a
restauration of republican values. He follows the Christian principle of the
Kingdom of God on earth but gives it a scientific twist: the professional
economist exposes the future with the help of scientific objective knowl-
edge. “American society saw its own image in the tooth-and-claw version
of natural selection, and that its dominant groups were therefore able to
dramatize this vision of competition as a thing good in itself. Ruthless busi-
ness rivalry and unprincipled politics seemed to be justified by the survival
philosophy” (Hofstadter 1955, 201). Ely’s evolutionary approach was meant
as a normative, scientific, and alternative vision of the good society.

Ely’s Property and Contract (1914), Ely considered the book his magnum
opus, was an analytical and historical analysis of two of the most important
institutions of capitalism. He highlights the importance of legal arrange-
ments for economic organization, performance and distribution (value is
determined socially). Their reformation is part of the necessary transforma-
tion of the economy (see also the exchange of letters with the jurist and
later member of the Supreme Court O. W. Holmes, in Rader and Rader
1966). His theory is functional, empirical and social in contrast to conven-
tional naturalist conceptions of property. Ely constantly refers to the Ger-
man economists, he owed a lot to “our teachers, I to Conrad, Wagner and
above all Knies” (1914, IX, see also e.g. pp. 5, 73, 135). He often refers to
other German (speaking) scientists, e.g. Thering, Paulsen, Schmoller, Schaf-
fle, Sinzheimer, A. Menger and others and puts German institutions in a
very favorable light.

They are the model for the future (see also Ely 1902) because both coun-
tries are at the same evolutionary stage of development (1914, 297) and
Germany was the institutionally more advanced country.

The classical school took the institution of property simply for granted,
in Smith they were in this sense only dealt with in his Lectures on Juris-
prudence (1914, 70-71). Ely’s main tenet is to show that at any given time
the underlying socio-economic order determines distribution. His book can
be read as an institutionalist alternative to Clark’s theory of distribution. Ely
discerns five fundamental institutions: Property, inheritance, contract and its
conditions, vested rights?> and personal conditions (slavery, serfdom, free

25 “are rights of an economic significance which it is held cannot be adversely
affected without pecuniary indemnification” (1914, 54).
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contract). In addition, five major forces are identified: Custom, competition,
monopoly, benevolence, and (especially public) authority (1914, 55).

Ely shared Hamilton’s later formulated view that “institutional econom-
ics” is “economic theory” ... [It] alone meets the demand for a generalized
description of the economic order ... an explanation cannot properly be
answered in formulas explaining the process through which prices emerge
in a market. Its quest must go beyond sale and purchase to the peculiarities
of the economic system which allow these things to take place upon par-
ticular terms and not upon others” (Hamilton 1919, 309, 311). A supply and
demand curve diagram is at best a mere summary of these underlying in-
stitutions and forces which are themselves the result of the socio-economic
legal system. The fundamentals and conditions under which private prop-
erty is held essentially affect distribution. Ely gives numerous examples: By
law it is not possible to exclude others from the enjoyments of walking in
forests, the Vanderbilt family made a fortune in the US, in Germany the
railways were managed by officers with small salaries, but in Germany
Thurn and Taxis could make a fortune with post-offices whereas they were
public in the US.

We cannot follow Ely here in his manifold taxonomic distinctions and
elaborations (free versus economic goods, their attributes of utility and
scarcity, etc.). “The essence of property is in the relations among men aris-
ing out of their relations to things” (1914, 96). Property always means
exclusion, but not absolute exclusion because property rights are limited
rights. “Limitation is one of the more significant and essential things in the
development of property rights” (1914, 153). The main difference between
Ely and modern Property Rights approaches is that Ely would consider the
assumption that private non-attenuated property rights are best for economy
and society is an unproven prejudice in the tradition of what he called the
old school.

Next, Ely develops the social or general welfare theory of private prop-
erty which “is established and maintained for social purposes” (1914, 165).
Property finds limitation in social well-being. Regulation must be reasona-
ble. The regulation of land in early American history is his prime example
to show in an evolutionary perspective why private property was considered
more beneficial than public property (free land, limited externalities, etc.).
The courts have the police power to define and interpret property in every
particular period of development with regard to the general welfare. “The
police power is the power of the courts to interpret the concept property,
and above all private property; and to establish its metes and bounds ... by
settling the question of how far social regulations may, without compensa-
tion, impose burdens on property” (1914, 206, 220).
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He quotes many Supreme Court decisions in which the reference to the
general well-being is manifest and it is shown that the concept of property
is a flexible one and is shaped to meet the requirements of the social situ-
ation. Ely’s Slaughter House Case later became Commons important exam-
ple in his Legal Foundations (1995/1924), which develop Ely’s approach
further. The state as the major player in the definition of property must be
an ‘ethical person’ (1914, 249). But Ely is not a German philosopher who
idealizes the state as a divine institution, he is aware of public choice prob-
lems (see e.g. p.350) and states that if his “theory is true, it gives us at
least a utilitarian basis for the state, because it determines in this respect
what conduct is for the general welfare” (1914, 248).

Ely differentiates many kinds of property in chapter ten. He strongly
justifies the existence of private property: “Ownership is a source of happi-
ness and a stimulus to industry” (1914, 198), it also supports the develop-
ment of the personality. “The proprietor ... generally takes better care of
his things ... and makes better use of the instruments of production which
are at his disposal” (1914, 300). But in a private property regime the ab-
sence of property means for the non-possessing individual a lack of inde-
pendence and a humiliation e.g. in case of illness. The concentration of
property and wealth (Ely presents some statistical data) makes the rich ar-
rogant and oppressive, so that we cannot state in general if private prop-
erty is a good or a bad thing. He also discusses substitutes for property, like
the German public insurance system (1914, 333).

He develops a theory of public property and discusses the institution of
inheritance and the problem in how far property, inheritance and contract
impede the equality of opportunity. Ely confirms that his theory is con-
servative and he rejects the socialist project, in cases of necessary expro-
priation, compensation should be the rule. Finally he discussed in how far
the management of public property can influence distribution and he gives
an overview of about ten theories of the origins of private property. “We
find that distribution takes place as the result of the struggle of conflicting
interests on the basis of the existing order, and of this social order we have
examined the main feature, namely, private and public property” (1914,
548-549).

The second half of the book deals with contract, “private property is once
assumed, distribution is brought about more by contract than by any other
one force. Distribution is brought about by bargaining, but on its legal side
bargaining means contract” (1914, 556). “Contracts are agreements of eco-
nomic significance which are enforcable by public authority” (1914, 562).
We cannot describe his approach in detail here. He castigates the individu-
alist theories of Spencer and Sumner. It is not surprising for Ely that the
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strong in society want unregulated contracts. He depicts instead a social
theory of contract with necessary limitations for reasons of different waiting
powers, etc. “While free contract must be the rule, liberty demands the
social regulation of many classes of contracts. Regulation of contract condi-
tions means establishing the “rules of the game” for competition ... What
is especially needed now is the development of the theoretical principles
and statute laws of fair and unfair competition and through these principles
and laws to build up a framework within which contracts must be kept”
(1914, 731-732).

He kept the promise in his book on Monopolies and Trusts (1910b) in
which he analyzed the causes of monopoly, gave a classification of mo-
nopolies in the age of mass production and depicts the law of monopoly
price. Besides references to Adams, Patten and Hobson, he also cites Lexis
and Wagner, applies his comparative method and hints at the debate in the
German social-democratic party (1910b, 189-190, the socialists versus
Bernstein in the concentration debate). He denied to be a socialist and ar-
gued again that in many sectors competition will prevail (agriculture,
manufactures and commerce). Concentration, which should not be sup-
pressed artificially, takes place but also small retail stores have a living.
Like later institutionalists he held an approach of functional and not full
competition in which potential competition plays a role. He discussed tariff,
patent and tax reforms as remedies, favoritism (preferential treatment of
customers) should not be allowed and a certain regulation of rates may be
desirable.

A special problem are natural (national or local) monopolies with increas-
ing returns. He presents a long list: Highways, canals, post-offices, telegraph
lines, telephones, harbors, docks, ferries, bridges, gas-works, urban water-
works, electric light plants, light-houses, etc. (1910b, 59). They should be
public because in case of a regulatory control of private natural monopolies
opposing governance principles would collide. A strong and highly trained
governing class like the German civil service would be needed for public
utilities. “Can we ... find a class of office-holders wise enough and good
enough to manage the monopolistic businesses of modern times? About this
there can be no doubt. There are men wise enough to manage these busi-
nesses” (1910b, 262). But besides the public natural monopolies “there will
still be a wide field of free competition in which there can be a large and
spontaneous play of social forces” (1914, 271).

The following statement foreshadows Ely’s engagement to launch the
AEA. “We have done well in following the rule of the sea — women and
children first — in our protective labour legislation; but experience shows
cases in which men’s contracts need regulation and protection; and the state
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is concerned in the well-being of men as well as of women and children”
(1914, 718).

V. The foundation of the American Economic Association

The precursor of the AEA26 was the Society for the Study of National
Economy launched by E. J. James and Simon Patten in 1883—84 (the state-
ment of the Society is reprinted in Ely 1938, 296-299). In 1883 J. Laurence
Laughlin founded the ‘old school’ Political Economy Club which failed
(Coats 1961c) due to the success of the AEA. Laughlin joined the AEA not
earlier than 1904 (Ely 1910a, 99—100). The Society was conceptualized as
a protest against laissez-faire orthodoxy and Manchester liberalism, con-
sciously oriented at the Verein fiir Socialpolitik and Schmoller’s inaugural
speech. Both founders studied under J. Conrad in Halle. Ely cites James
who reported “I remember very distinctly Conrad’s speaking to us Ameri-
cans who were in his seminary one evening, urging us to organize a similar
organization in the United States upon our return” (Ely 1938, 132—-164, here
134; see also Ely 1910a, here 108 and 1936). The draft strongly supported
government intervention, it was four pages long and included an interesting
part on conservation (Ely 1910a, 50-53). It failed because the “proposed
constitution rested on too narrow a basis to enlist the sympathy of a suffi-
ciently large group of American economists” (Ely 1938, 134).

Ely finally formulated a new and different text (1886, 6—7, 1910a, 57-58).
He had already drafted a first plan as early as 1884 but waited until it was
clear that Patten and James failed (Coats 1960, 556). His effort “was not a
rival one” (1938, 135). The James/Patten proposal “may have exerted an
influence on me ... exactly how great that was I cannot say after all these
years” (1910a, 55). His proposal should be broad enough and one aim was
“to secure complete freedom of discussion” (1938, 132). Already in his
early report on the history of the AEA he stated “it was not proposed to
form a society of advocates of any political opinion” (1886b, 5). Even in
his original proposal the ‘encouragement of perfect freedom in all eco-
nomic discussion’ was one of the four ‘objects’ besides economic research,
publications and the bureau.

But it also “represented a protest against the system of laissez-faire, as
expoused by writers of the older school of “orthodox” American econom-
ics ... There was a pugnacious element in our attitude, for we were young
and had the pugnacity of youth” (1938, 132). Ely wrote (9/6/1885) to

26 On its history see also Coats (1960, 1985, 1992a, 1993a, 1993b), Dorfinan
(1949, 205-212), and Myles (1956, 175-185).
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Seligman “I am now about to organize an Economic Association of which
I send you the program. Strong support has been promised ... [The pro-
gram] is to be very broad. You will notice something about the church in
it ... this Association deals with Christianity simply as a social force” (in
Dorfman 1941, 280). According to Ely, the protest element should never-
theless not be underemphasized. In June 1885 he wrote to Seligman, “The
platform can, if necessary, be changed ... It was not meant that the state
should everywhere interfere ... The idea of the A.E.A. is to accomplish in
America what the Verein fiir Socialpolitik has done in Germany — not
necessarily accepting all the doctrines of the Germans ... the platform
must be broad yet it must not include men of the Sumner type” (in Dorf-
man 1941, 281).

In fact, Ely’s plan was more radical than that of the founders of the
German Verein fiir Socialpolitik which did not adopt a statement at its be-
ginning. As early as 1881 and due to a lack of agreement, the voting on
economic policy issues was skipped and dismantled the Verein as an influ-
ential force in public decision making (in 1905/06 the final statement of the
head of the meetings followed suit). In 1872 Schmoller already wanted to
include all persons interested without any reconsideration of their party or
policy allegiances. No direct influences on public policy of the Verein can
be reported but the Verein had a certain agitational impact merely by its
publications including many disturbing data, particularly on the social ques-
tion. The Verein had no clear ideological stance so that e.g. in 1879 the
industrialists succeeded to implement a motion for protective tariffs (Lin-
denlaub 1967, chapter one).

Ely’s proposal was much shorter than the James/Patten draft, and it em-
phasized historical and statistical studies instead of deduction. In general, it
was “‘toned down’ in the direction of conservatism” (1938, 135, a middle
of the road position, 1936, 144). But it retained the central message: Aban-
don the old dogma! Ely was supported in drafting by H. B. Adams, the
founder and secretary of the American Historical Association. At the As-
sociation s meeting in Saratoga the founders of the AEA met initially in
September 1885. Important cooperation came from E. R. A. Seligman, al-
though it was his opinion that theoretical research was not yet ripe for
policy recommendations. Further, Patten was also helpful, despite the fact
that he supported a deductive approach. He also found the economic policy
part too timid and tuned down. This again shows that no natural link exists
between deduction or induction and the degree of radicalism. In his early
book Ely had shown that in German socialism with its scientific spirit (in
contrast to French sentimentalism) “[n]o writer is valued so highly as Ri-
cardo, who, in political economy, was the strictest of the strict” (1883, 157),
so that A. Wagner emphatically called Rodbertus the Ricardo of socialism.
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The draft was sent to ‘sympathetic minds’ after the consultation of other
persons (A. Johnston, Yeager, G. Newcomb, Woodrow Wilson et al.). A call
was signed by H. C. Adams,?’ J. B. Clark,?® and Ely. At the first meeting
50 persons were present, among them practical politicians, among the 181
first members were 23 (prominent) clergymen (E/y 1886b, 43—46). A certain
resistance was manifest against Ely’s “Germanic” (Coats 1985, 1704) draft.
Ely explained his text in a statement right at the beginning of the meeting
(1886b, 14-20). Repeating the basic ideas in strong words, a particular as-
pect was his reliance on practical Christianity. In a footnote it is stated that
Ely’s speech only represented his personal opinion. “While some endorsed
it all without reservation, others objected strongly to some of his views”
(1886b, 14, fn. 1).

In Ely’s public report the following discussion on his draft is also docu-
mented. Many criticisms popped up: Adams agreed that “German political
philosophy, which presents the state as the final analysis of human relations,
is equally erroneous” (1886b, 21), and he found that laissez-faire was of
much less exaggerated and wide-spread application by more recent econo-
mists. Gladden was pro church. White underlines the inadequacy of laissez-
faire. James wanted to acknowledge the work of the orthodox school and
warned that they should not be regarded as German state socialists, and that
they had to make the platform broad enough. Seligman pointed out that
economics had not furnished definitive results, e.g. pro or cons regulation,
only marginal differences existed between modern orthodox economists and
new schoolers, the AEA members should not be regarded as Katheder so-
cialists, no impassable gulf separated Roscher and Knies from Smith and
Ricardo. Clark found any platform questionable (1886b, 21-29).

In fact, Ely’s proposal was conservative and somewhat behind the curve
in a double sense: On the one hand he was against the tide in that he did
not accept to make science independent from religion, whereas the motive
for the founding of most universities in the US was to supersede the de-
nominational college. He wanted to root values in evolutionary scientific
laws, and held the belief “that human nature and historical evolution em-
bodied norms that science would be able to reveal or construct” (Ross 1991,
157). The implicit thesis was that value judgments and scientific statements
are complementary and support each other. It is interesting that the early
and late Clark shared this view because he thought that model building
helps to understand the ethics of functional distribution and allows norma-

27 Adams had to leave Cornell in 1886 upon utterances on the labor question
(Coats 1992b).

28 Clark was at that time the radical and Christian socialist of The Nature and
Progress of True Socialism and The Philosophy of Wealth.
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tive judgments. All economists of this first generation believed in standards
of personal morality and personal knowledge (M. Polanyi) supported by
their Victorian background as a substitute for the later dominant objectivist
scientism (Ross 1991, chapter 10). “The aim of scientism has been to es-
tablish prediction and control of the historical world and perhaps its most
conspicious accomplishment has been a set of quantitative techniques for
information gathering and analysis that are used to manipulate such things
as the money supply” (Ross 1991, 472).

As seen above, many of the early founders of the AEA did not stick to
strict scientism and tried various combinations of the different economic
schools. They were mostly unfamiliar with mathematics, they more or less
ignored the Walrasian tradition, and many of them supported ‘theory’ with
an empirical orientation. Their writings had a problem oriented nature.

The exception was S. Newcomb, lay economist and professor of mathe-
matics at Johns Hopkins who as early as 1872 recommended to read Jevons’
treatise for reasons of clarity who offered a sound study of the laws of
supply and demand (Dorfman 1949, 83—87). He was an eminent and out-
spoken critic of Ely, the uneconomical moralist (Newcomb 1894/95). He
commented on Ely’s The Labor Movement in America as being anarchist or
socialist and that Ely was “out of place in a university chair” (in Dorfman
1949, 163; see also Ely 1938, 177-179). This attack motivated Commons
to study at Johns Hopkins and become Ely’s student (on the experiences at
this university see Ely 1938, 97-119, and 174-176). Newcomb was abso-
lutely pro laissez-faire, but as major later formal economists (Samuelson,
Arrow, Tobin, L. Klein) have proven, this was not necessarily related to the
enthusiasm for mathematics because they were more liberal than many first
generation les formal neoclassicists.2?

“While there were not wanting criticisms of some of the phrases [of Ely’s
proposal], there was general approval of the aims” (1886b, 7). So a com-
mittee with Adams, Reverend Washington, A. Johnston, Clark and Ely was
formed. It wrote a new statement for the next day. The new statement “was
a compromise on behalf of catholicity” (1938, 141), but they aimed at as
much members as possible and entire freedom of discussion. The draft
(1886a, 35-36) should be shorter and contain more positive statements. At
the end a note was inserted to make clear that the statement was not bind-
ing upon individual members. It is asserted that the statement does not
represent a partisan view, but a belief in a progressive development. The
conflict of labor is mentioned, statistical and historical studies are favored.

29 Counterfactually, it may be asked: How would economic theorizing have de-
veloped in the US if some formal economists had been hired (e.g. Barone)?
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To solve the social conflicts, the church, the state and the sciences are
mentioned in conformity with Ely’s first version. In general, a moderate
tone prevails: The “appreciation of the work of former economists and that
political economy is still in an early stage. In the first version, Ely asserted
“that the doctrine of laissez-faire is unsafe in politics and unsound in mor-
als” (1886b, 6—7). The first principle reads: “We regard the state as an
agency whose positive assistance is one of the indispensable conditions of
human progress”. This is still the same message as in the original, but the
state as “an educational and ethical” agency was skipped. In summary, the
principles represent exactly the message of the German historical school
and later American institutionalism.

Ely never changed his opinion on American orthodox economists. In his
last report on the history of the AEA he reaffirms that they were merely
monopolistic Epigonen (free trade and laissez faire). He especially mentions
Sumner, D. A. Wells, and S. Newcomb as bad examples (1936, 143).30

For Ely, the statement was not a creed but it had a certain exclusive aim.
Not every economist was asked to join but nobody was refused member-
ship. Some were puzzled by the question, if an association could be scien-
tific and purport a normative statement at the same time. But among those
in control a feeling of righteousness prevailed and even Clark wrote that the
plan was in line with his thoughts (1886b, 8). Ely strongly rejected the
opinion that the AEA absorbed German ideas which were alien to American
soil. “This is undoubtedly erroneous, for our association was essentially
American in its origins and ideas” (1938, 145, 1886b, 23). He may have
learned “the advantages of selective memory [here]. Ducking the smears of
un-Americanism hurled their way, they came to insist that their social poli-
tics was a pure, native product” (Rodgers 1998, 77). Ely also aptly described
in his autobiography the role of German economics as the Socratic function
of the midwife to bring out the ideas which have been developed and ap-
plied under American conditions (see also 1910, 77). The importance of the
ethical view (Conrad, Wagner, Knies) for American economists intellectual
upbringing is strongly underlined (1938, 146).

Ely became the first secretary of the AEA (he was originally nominated
by Clark, 1886b, 14). For many years he had no secretary and not even a
typewriter at the beginning, he took care of printing and almost everything
else. Besides Newcomb, some economists like C.F. Dunbar, the second
president of the AEA who joined in 1888, resisted to join initially. Dunbar

30 For similar remarks by Walker on the totalitarian atmosphere at the time see
Ely (1910, 68, fn.5), see also the even more pronounced Hadley in Ely (1910,
94-96).
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was an old classical economist who did not at all believe in artificial regu-
lation of labor or e.g. state interference to dampen the ups and downs of
the business cycle. Many felt the AEA was a great thing, but it was “only
the medium through which deep currents of life found expression” (1938,
158). In Ely’s view all founders of the AEA, if inductivists or deductivists,
employed the ‘look and see’ method which was also apparent in the mono-
graphs published by the AEA. The first (unanimously) elected president was
Francis Walker (president of the MIT, a Civil war general, head of the In-
dians Bureau, head of the federal Bureau of Statistics, and professor of
political economy). He was “the natural president [so] that no other name
was even considered” (1938, 163). He was not in the US in September 1885
but his positive views on the AEA project were known. It may be interest-
ing to notice that Walker stayed in Germany for some time but that he, like
Dunbar, did not study there. Adams, James and Clark were elected vice-
presidents, Seligman became treasurer.

It is remarkable that of “the initial 6 officers of the American Economic
Association in 1885, 5 had studied in Germany; of its first 26 presidents, at
least 20 had done so” (Rodgers 1998, 86).

Seven standing committees were set up: Labor (chairman: Ely), transpor-
tation (James), trade (Canfield), public finance (Adams), exchange (An-
drews), statistics (C. D. Wright), and economic theory (Clark). Probably,
most members shared Adams view who remarked in a letter to Seligman in
1887 “You know how much I deprecated the ways in which the Association
was given birth, but now we have it, we must for a time keep it running as
it is” (Dorfman 1941, 271). Seligman later commented, that the AEA was
practically impartial and unbiased right from the beginning (1925, 67).
Adams was very close to Ely’s views, he held an “extreme theory of state
control” and criticized Clark’s “mechanical reasoning”, and he was con-
vinced that the historical method is the “one true method” (Dorfman 1941,
274, and 1949, 164—174). But he also spoke favorably of Jevons and thought
that legislation can hardly influence the exchange value of the factors of
production. As early as 1881 he replicated Jevons’s theory of value. In one
of his books he argued that the concentration of modern large-scale industry
necessitated countervailing unions, governmental control of natural mo-
nopolies and municipal public ownership.

Ely never formulated critical remarks on Walker. But it must be men-
tioned that Walker was at best a compromise candidate, especially for Ely.
He was a little bit to the right of the center of the American economists
(Dorfman 1949, 101-110). He held that sound economics must be based on
the classical tradition, but he rejected the orthodox and unsophisticated
laissez-faire interpretation. In reality, not free competition but imperfect
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competition prevailed which necessitated historical and inductive additional
research so that deductive economics could keep in touch with practical life.
Therefore, limited state interference for labor (asymmetry hypothesis) and
even strikes were permitted in some cases. Trade and the mobility of the
factors of production should not be restrained.

Walker was well known for his critique of the wage-fund doctrine but
already in the early 1880s he moved to the right implying that unions can-
not better the situation of labor. “[H]e argued that the landowner, capitalist,
and employer received shares from the product which were respectively
determined by Ricardo’s law of rent, by the prevailing rate of interest, and
by a law of business profits analogous to the law of rent [labor = residual
claimant] ... Under “free” or “perfect competition”, labor would gain by
“purely natural laws”, not only by increases in production resulting from
their efficiency and industry, but even by gains resulting from invention”
(Dorfman 1949, 108). Ely persistently claimed that neither Walker’s resid-
ual claimant theory of wages nor Clark’s productivity theory stood in op-
position to labor legislation (Ely 1932a, 133). Walker’s amalgamation of
Ricardian, marginal and idiosyncratic elements were typical for the early
generations of American economists, but it was surely not Ely’s favorite
approach in 1886.

In 1887 the statement of principles was dropped and the principle “[a]ny
person interested in economic inquiry may ... be enrolled in this Associa-
tion” which is still valid today was practically established (American Eco-
nomic Association 1985, IX). In 1887 Clark and Walker3! were already for
the abolition of the statement (Coats 1960, 559). Except Sumner, at the end
of the 1880s, most American professional economists became members. In
April 1887 Ely wrote to Seligman, “Those who are now members differ
widely in view but we can work together harmoniously ... there was an
aggressive and polemical element in the A.E.A. at first but that early char-
acter the A.E.A. has lost and on the whole I do not regret it” (Dorfman
1941, 281-282). Ely always painted a rosy picture of the AEA, e.g. when
he claims that the statement was dropped because “they had won their bat-
tle and that the Statement had accomplished its purpose” (1932a, 125). On
the one hand, he “exaggerated the spirit of rebellion felt by most of the
group” (Rader 1966b, 37) to a certain degree. But it can also not be denied

31 “T fully agree with you that it is highly desirable to bring into the [American
Economic] Association all classes of American economists ... The apriori econo-
mists will never again be numerous enough to dominate any catholic association ...
I believe the real stumbling block to be our declaration of principles. It should
never habe been adopted; it should be repealed at the coming meeting” (Letter
Walker to Seligman 18877, in Dorfinan 1941, 108—109).
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that some ideas of the Historical School (the abandonment of easy policy
formula, the importance of empirical data, a certain role of the state, etc.)
became common coin (Myles 1956, 101).

In 1892 a great revirement of personnel took place. Ely resigned as sec-
retary and Dunbar from Harvard became president “whom we all admired
and liked personally ... There was not the slightest opposition” (1938, 163,
1910, 76). At this time the old guard was old duffers but for the AEA it
was a Morgenddmmerung (1938, 164). In his later survey on the history of
the AEA Ely strongly underlines the impact of their German teachers, es-
pecially Knies and Wagner (1936, 145, see also 1910, 68—71) and he denies
that Dunbar’s election was a swing to the right. “In 1892 Walker and I felt
that the Association was thoroughly established and any doubts about its
future disappeared from our minds; accordingly we relinquished our offices
... [Dunbar’s] election neither signified a swing to the left nor to the right,
but catholicity” (1936, 147). A special project was translations from the
German into the English language but only two or three books were trans-
lated and the Association finally dropped the project (Dorfinan 1941, 122—
123).

In 1892 Ely left the AEA for a couple of years after the dispute in
1891-1892 when Ely decided to arrange the following meeting at the Meth-
odist summer camp site at Chautauqua (New York). It seemed to strongly
offend members in terms of their scientific reputation. At the meeting Ely
found himself in an absolute minority position in many questions (Coats
1960, 566). Ely “completely withdrew from the association in the midnine-
ties. From 1893 to 1899 he did not attend a single convention, his name
was dropped from the vice-presidency, and he even allowed his membership
to lapse” (Rader 1966b, 120). Rader also mentions in the same paragraph
that ‘Ely viewed the new conservative leadership of the association as an-
tagonistic’, but he gives no evidence to this claim. Under the influence of
Commons the Political Science Association was founded in 1895, to a
certain degree an alternative to the AEA like the short-lived American In-
stitute of Christian Sociology (founded in 1893) with Ely as president and
Commons as secretary. In general, progressivism and the ethical-historicist
element in it lost influence, also due to “reformers’ failure to spell out a
cohesive theoretical alternative to liberalism; the conservative roots of Ger-
man reform; the legal, political, and social realities of American society;
and the forms of government intervention pursued by the war by the war
welfare state” (Schdfer 2000, 221).

Rader explains Ely’s declining activities in the labor and Christian or-
ganizations after 1894 with a certain crisis of the image of the intellectual
as reformer. It “was the inability ... of the middle-class intellectual to forge
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an alliance with farmer-labor reformers. Almost instinctively he rebelled
against close identification with lower classes. When he did attempt to
bridge the gap, he found himself in the unenviable position of losing his
stature and identity in the academic as well as the larger intellectual com-
munity” (1966b, 157).

Ely rejoined the AEA and became its president in the years 1900—1902
to the surprise of Hadley who nominated him as chairman of the nominat-
ing committee under the assumption that his long lasting absence would not
make him a candidate (Coats 1960, 571). But the AEA became more and
more professionalized and in 1903 the American Political Science Associa-
tion and in 1905 the American Sociological Society branched off. In her
detailed analysis of Ely’s behavior including his letters, Furner argues that
“Ely returned to the American Economic Association he had started, eventu-
ally becoming its president. But in the events of the 1890s and in the
changing expectations of academic social scientists were forces that actu-
ally restructured Ely’s perceptions of his role. Never again did he style
himself as a reform leader. When Ely relinquished his claim to activism, he
exchanged advocacy for acceptability” (1975, 162).

In our view, Rader’s and Furner’s interpretations are exaggerated. As
mentioned, the labor movement was viewed with suspicion by dominant
groups throughout this period, and in 1894 Ely was severely attacked. The
accusation was that he justified strikes and boycotts, that he was a more or
less hidden socialist and that he held contacts with union organizers. The
trial made him a national figure and had a long lasting effect on him (1938,
218-233). But Ely did not only continue writing on labor and reform, he
also continued his engagement in organizations to favor better working
conditions and he did not stop with these activities in the new century. Main
ILO-standards were already set on the agenda in Ely’s Social Aspects of
Christianity (1889, see the summary in 1938, 88-91). He reminded the
reader of the Jubilee and other market taming arrangements of Mosaic laws
(see also the document on the social creed of the churches in 1938, 295).
It is correct that he later he changed the predominantly Christian contextu-
alization.

“At a meeting of the [American] Economic Association at Baltimore, in
1906, there was formed, upon the inspiration of Professor Ely, the American
Association for Labor Legislation. Farnam [who studied in Germany and
wrote a dissertation in the field of labor] was made president and I was
made secretary, with headquarters at Madison” (Commons 1934, 138). The
Association was the American branch of an International Association which
was founded in 1900 in Paris with an office in Basle. It was the precursor
of the International Labor Organization (ILO). Ely held the inaugural
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speech on economic theory, labor legislation and general humanitarian wel-
fare without any conservative connotations or reserves.

He highlights the humanism of the classics (especially Smiths, 1932a,
126—128). But he castigates the ossified dogmatism of the epigons, based
on “the Malthusian theory of population, the wages-fund theory, the Ricard-
ian theory of rent, and Mill’s theory of a minimum of profits, constituting
the framework of accepted economic theory ... [it] limited very effectively
the hope of improvement by labor legislation” (1932a, 138). Ely argues that
substantial liberty necessitates a regulation of working hours, sanitary con-
ditions, etc. Uniformity of these conditions are needed, because as “compe-
tition extends its scope and becomes intense, justice to employers requires
that they should be placed under similar conditions, so far as protective
labor legislation is conderned; so that success or failure of the employing
capitalist may be determined by efficiency and not by varying degrees of
oppression” (1932a, 150-151). Ely was a permanent and unconditional
promoter of international social standards in theory and practice.

VI. The last years and outlook

In 1937 the rewritten 6™ edition of Ely’s OQutlines was published in co-
operation with R. H. Hess; earlier collaborators were Ely’s students M. O.
Lorenz (Lorenz curve), T.S. Adams (later at Yale), and A. Young (later
Harvard). The last two had already passed away in 1937 (Dorfman 1959,
IV, 211-235). “Revised seven times during the next fifty years under a new
title Qutlines of Economics [formerly An Introduction ...] it became the
largest selling economics textbook in the United States [350.000 sales until
1953] ... the book ... continued to present a blend of ethics and economics”
(Rader 1966b, 69; see also Ross 1991, 192—-193; Peukert, 2006). The more
than 1000 pages textbook covered all fields of economics: Production, ex-
change, value theory, distribution, growth, money and banking, business
cycles, public finance, etc. The book contains almost no references to Ger-
man speaking authors and German literature.

In the first chapter on the nature and scope of economics Ely sticks to his
institutional-evolutionary approach. Economics “traverses the entire field of
social activities and institutions arising from man’s effort to satisfy his mate-
rial and cultural needs” (1937, 3). The introduction is open-minded in that it
states that in economics there is ample space for historians’ gifts, the legal
mind, the mathematically-inclined (statistics), the man with practical politi-
cal interests, etc. Besides truth generation, the function of economics is also
to abolish material poverty and the dangerous illiteracy of the majority of
the population. Especially after Einstein’s revolution, the demarcation be-
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tween the natural and the social sciences is less pronounced, but in the social
sciences “we find that the material undergoes constant change before our
eyes” (1937, 6). The evolutionary character and the complexity of economic
phenomena require temperate statements and humility. Ely does not intend a
confrontational American Methodenstreit because debates on method are al-
ways surface phenomena hiding something else (1938, 153). Instead, he
holds that “[e]ven those laws or uniformities which the science prizes as the
finest products of its research are but statements of approximations and
probabilities — declarations of what is most likely to occur for the mass of
men in the long run under specified circumstances” (1937, 9).

Therefore, no economic theory applies to all times and places because
economic institutions are in a constant state of flux. Economics “deals with
human relations arising out of the collective actions of man ... [and] with
the individual as he is, and not with an artificially simplified “economic
man” ... ethical, legal and economic elements are inseparably combined”
(1937, 10-11). He explicitly states that “[mJodern economics is institu-
tional in character, and all economic activity is carried on within the legal,
customary and institutional framework of society” (1937, 12). He than
briefly enumerates the main institutions: (The large domain of) private en-
terprise and (increasing) state activity, the (slowly evolving and increas-
ingly limited) right of private property, contract, the division of labor,
freedom, competition (fair play), cooperation, etc.

Ely does not follow his early ethical Christian style of writing but he
again does not hold back his point of view. “Legal restrictions may actu-
ally be the means of increasing positive freedom ... Involuntary servitude
has been abolished ... yet men are often compelled to work by the threat
of economic distress, quite as effectively as by means of the slave-driver’s
whip” (1937, 17). Basically, economics “is above all a science of human
relations” (1937, 22). In the references, books of Cassel, Clark, Knight,
Marshall, Robbins, but also Veblen, the Webbs, and Ely’s Property and
Contract are mentioned. In summary, Ely reiterates his ‘new school’ pro-
gram of the 1880s but without references to the Historical School which
may not be surprising in an Anglo-Saxon textbook.

Consequently evolutionary, the next chapters deal with the economic
stages of development and the specific American economic history. After
the first 100 pages, part two deals with production, utilization, and ex-
change. It is an interesting attempt to combine marginal and especially
Marshallian economics with an institutional-evolutionary view. He first
defines essential notions like economic and free goods and their character-
istics, capital, income, the factors of production, etc., including contribu-
tions of Fetter, Taussig and E. Cannan. He always tries to give logical and



168 Helge Peukert

historical examples and statistical data, to highlight interesting questions of
public debate (is advertisement productive?) and to give it a dynamic twist
(see on the entrepreneur, 1937, 113—114). In the introduction he promises
to present in this chapter the fundamental principles and the theoretical
structure of economics. As we will see, the problem is that he is driven by
the implicit logic of some of these building blocks to conclusions that he
in principle wanted to attack and overcome. In the part on the law of di-
minishing returns he argues: “Assuming free competition for the services of
laborers, there will be an inevitable tendency among employers to bid for
laborers until the average wage for labor roughly approximates the esti-
mated value of the product increase per added laborer” (1937, 114). This is
Clark’s distributional thesis with no need for trade unions and legal reform.

Before presenting the marginal value theory he placed a chapter on em-
pirical trends in consumption and related policy questions (e.g. the menace
of under-consumption), ending up with a Marshallian supply and demand
diagram. The basic conceptual problem of this synthesis becomes espe-
cially pronounced in the two pages on the free competitive market. To ana-
lyze the underlying forces at work in a regime of perfect competition we
have to abstract from frictions, policy authority, monopoly, custom, peculiar
pricing strategies, etc. These are disturbing factors or intervening forces to
competition from outside which influence supply and demand. But this
concept is contrary to the basic tenets of institutionalism which holds that
‘natural’ conditions of pure competition do not exist outside of specific le-
gal-institutional arrangements which influence supply and demand in par-
ticular ways.

Institutionalists would hardly accept the concept of disturbing forces.
Otherwise, the only difference between institutionalist and mainstream
economists would consist in the holding or relaxing of the ceteris paribus
clause: Institutionalists focus on the external structures (Eucken’s Daten-
kranz), the mainstream on the theoretical core of the structure and dynamics
of the economy. It does not help to relativize this conceptual problem by
stating that these “conditions are ideal only, and are seldom, if ever, satis-
fied” (1937, 163). The text is somewhat ambiguous in adding that besides
custom, regulation, etc., in real modern economies “the dominant factor is
still the force of free competition in the market” (1937, 162).

In the references Ely cites Commons’s Legal Foundations, but his pres-
entation coincides with Commons’s earlier work The Distribution of Wealth
(1893) which also tried to combine institutional and marginalist thinking in
exactly the same way — and failed likewise (Peukert 1998, 333-340). Com-
mons’s Legal Foundations were exactly the take off to supersede the ear-
lier approach (see especially Commons 1990/1934, 251-389; Samuels and
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Schmid 1997). But Ely did not recognize it. Maybe his advanced age is an
explanation of his exclusion of newer trends in institutionalist thought to
overcome this neoinstitutional-neoclassical synthesis.

After long chapters on money, finance and foreign trade the part on dis-
tribution follows, based on the marginal products of capital and land. Chap-
ter 21 on the wages of labor comes back to the conceptual question raised
above. It is stated that wages are paid for a particular kind of service and
that they fall under the general laws of supply and demand. To save a
bargaining corridor it is now argued that marginal productivity is indeed a
determinant in labor’s value, but “in the sense of fixing a maximum limit
to its share” (1937, 424). This is the upper bound, the lower bound being
“the subsistence income necessary to maintain the labor force at the level
of numbers, efficiency, and morale required by the productive system”
(1937, 424). In this model trade unions and social reform make sense: They
can try to push the subsistence income to the upper bound of marginal
productivity.

But the text also immediately offers the counter argument: “If entrepre-
neurs wish to make money, as they do, and if they compete for the ser-
vices of efficient laborers, as they do, then how is it possible that wages
shall do other than approximate the present worth of the imputed marginal
product of labor?” The text does not solve the conceptual problem and goes
on to describe specific demands of labor at given times and under particular
circumstances (increase of the population, etc.). “The team that produced
the Qutlines was not one in which the members completely agreed. There
were differences among them on the treatment of monopoly, rent, wages,
and labor problems. The textbook reflects some of these differences” (Dorf-
man 1959, 1V, 235).

Besides chapters on railway rates, transport, monopolies, agriculture and
insurance, the chapter on government is interesting. Ely tries to demonstrate
that “in so far as the laissez-faire fiction of uncontrolled competition is
concerned, there has been an unbroken evolution of effective business con-
trols covering a period of 100 years” (1937, 581).32 His long list in the
progress of government regulation, including the Sherman Anti-Trust Law,
the Federal Trade Commission Act, is indeed impressive.

Ely rejects to view large-scale corporations as simply “predatory” (Ve-
blen). In his analysis “the fact remains, that the profit mechanism incorpo-

32 But on the next page we read: “Laissez Faire in principle always has been a
doctrine of free and fair competition, a policy of self-respecting and tolerant indi-
vidualism and of reasonable governmental promotion and guidance of business”
(1937, 582).
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rated in the modern business corporation is the most potent agency in the
production of physical goods and material human satisfactions ever devised”
(1937, 593). Real competition is not restricted to a system of full competi-
tion. But it needs regulation and supervision. “Unfortunately, during the
Civil War and in the years immediately following, the potentialities of the
corporate form of business organization to make profits for its managers
without rendering a proportionate output of goods and services for public
consumption were discovered” (1937, 593).

50 pages are devoted to labor problems (chapter 34), Ely is less enthusi-
astic than in his early writings but in no way opposed to labor organizations.
Interesting are the three pages on the economic justification of labor organi-
zations. If wages depend on marginal productivity, why are troublesome
unions necessary? “The answer is in part that economic laws work them-
selves out through men and through organizations — they are not self-enforc-
ing” (1937, 780). This does not seem to be a strong argument because or-
ganizations can here be understood to merely execute the economic laws
(instead of exercising Bohm-Bawerk’s economic power). The standard of
living argument is repeated and Ely stipulates, that if “a great horde of unor-
ganized wage earners are continually bidding against one another in the la-
bor market, each individual endeavoring to get a little more work by offering
to take a little less pay, the standard of living will be subtly undermined”
(1937, 780). But the question from above remains: Why do employers leave
workers unemployed in the case of wages below their marginal product? His
assertion that “[m]ore bargaining, therefore, despite the operation of more
fundamental economic forces,[!] is still exceedingly important” (1937, 781)
is not convincing and the labor chapter is hanging somewhat in the air.

The part on socialism is a bit tuned down, its weaknesses are highlighted:
Socialists underestimate the efficiency of the present system and the impor-
tance of individual responsibility. A residual claimant has its favors, and the
present evils may be remedied in the confines of the existing institutions.
‘Totalitarian fascism’ in Germany and Italy is analyzed and the authors
confess, “we believe in social reform, in the evolution of democratic capi-
talism as found in the United States and England” (1937, 994). The good
German model had disappeared for a second time.

The brief last part deals with the development of economic thought. Rau
and Thiinen get a very positive reception as economists before the Histori-
cal School ascended. Thiinen developed a “balanced marginal productivity
analysis of interest and wages” (1937, 1014). The German Historical School
gets a much less favorable description. “German political economy of the
last half of the nineteenth century was impregnated with a striking nation-
alistic spirit which separated it even further from the cosmopolitanism of
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English writers ... it was a creature of its own time and its own environ-
ment” (1937, 1020). Instead, the “Austrians have been a leading force in
producing what is not inaptly termed a renaissance in theory ... [they] had
a profound influence upon economic writing in the United States and espe-
cially upon the work of John Bates Clark” (1937, 1021).

Even if we take into consideration that textbooks are more conservative
for tactical reasons this is a new emphasis. Ely even utters that he, the
“senior author, like other economists, in his earliest [!] writings laid empha-
sis upon these fundamental institutions as well as upon custom and habits
of men reflecting the economic life. Also he emphasized [past tense] con-
stant evolution and relativity” (1937, 1032). Indeed, a certain change took
place compared with the early Ely of the Social Gospel. In a very instruc-
tive and well-informed article, Ross analyzes the intellectual history of
Clark, Ely, and Adams. For all three, the boundary between socialism and
liberalism was not easy to draw. Their evangelical moralism led them very
close to socialist criticism at a time, when socialism had a chance in the
US. Their ambivalence (Ely supported private property and the eight hour
day, and the socialization of many natural monopolies and in some writings
‘voluntary cooperation’ for all competitive pursuits, i.e. voluntary produc-
ers’, credit and consumer co-operatives) was more and more toned down
towards liberal reformism, while in Britain their counterparts moved to-
wards Fabian socialism.

A description of Ely’s intellectual development would be incomplete if
external aspects and pressure were not taken into consideration. “What fi-
nally sorted out the American mixed breeds of the mid-eighties and forced
them to return firmly to the liberal camp were the tumultuous events of
1886 and 1887: the rapid growth of the Knights of Labor and their strike
against the Gould railroad system; the spread of strikes on the part of the
Knights and other labor organizations; the nationwide labor demonstration
on behalf of an eight-hour day; the anarchist agitation and bombing at the
Haymarket demonstration in Chicago on May 4; the Haymarket trials and
the rapid spread of anxiety, reaction, and reprisals against unions which
followed in the wake of the bomb. The combination of labor violence and
reaction heightened the public pressures against socialism and forced the
economists to retreat” (Ross 1977/78, 45, Ely 1938, 69-71).

The middle-class students who wanted to get the patristic status of pro-
fessor and move up the social ladder (many of them like Ely were farm
boys descending from small middle-class families) had to adapt to respect-
able opinions and calm down their moral idealism in favor of implicit
professional standards because they had to fear to alienate their employers;
as objective scientists they had to give up their political advocacy.
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The “American universities were more directly beholden to capitalist
philanthropy than [e.g.] the English, and they proved far more sensitive to
conservative opinion and wealth than the reform-minded academics had
initially hoped. Adam’s failure at Cornell was the first, and Ely’s trial at
Wisconsin the most conspicuous (Curti and Carstensen 1949, 1, 508-527),
of a series of academic freedom cases in the eighties and nineties which
established the limits of permissible dissent in academia as excluding so-
cialism. The academics themselves, not merely university administrators,
trustees, and benefactors, exerted considerable influence on their colleagues
toward more centrist political positions” (1977/78, 62). Some intellectuals
of the first generation experienced “what many generations of left-liberals
would experience thereafter” (1977/78, 79) like Veblen, Commons, Thomas,
Watson, E. A. Ross, Beard et al. “Sympathy with the labor movement was
tantamount to subversion; support for public ownership of gasworks or
streetcar lines attacked the interests of the private capitalists who owned
them and the politicians who dispensed the franchises” (Furner 1975, 165;
the book analyzes the academic freedom trials in detail).

The development of American economics was not only an open market
of ideas (as e.g. most founders of the AEA understood their organization)
by which the inevitable growth of knowledge took place. It was also a
struggle over resources and hegemony. The first great donors like Stanford
did not like the criticism of circumstances which made them rich like un-
limited immigration, unimpeded free enterprise and unorganized labor, so
that Ross faced the critique of Mrs. Leland Stanford. At the end of the 19"
century, it was risky to insult the state in Germany in the US it was the
insult of private property. “They bit the hands that fed them ... Conceptual
variation, the process that most attracts the attention of historians of eco-
nomics, occurs when new ideas are generated by scientific innovators. But
then a second process, intellectual selection, occurs when some of the
variations survive but others do not. It is in the latter process that the pa-
trons of economics play a part” (Goodwin 1998, 55, and 79, our emphasis,
see also Veblen 1918, and Mirowski 2002). Goodwin points out that after
the founding of the universities, later on the private Brookings, Ford, Car-
negie, Sloan, Rockefeller, and Russell Sage foundations and institutions had
to a certain degree the same selection effect. Many of the American heretics,
e.g. Bellamy, George or List remained outside the profession. Science re-
acted in narrowing the ideological spectrum permitted, retreated in the name
of specialization or of scientific standards, and ended up in scientism (Ross
1991, chapter 10).

But alas, and surprisingly, the last chapter of Outlines has a second part
which in our view demonstrates the duality and inner conflict of Ely and
his Outlines and is a characteristic stage of American institutionalism on its
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way to a genuine paradigm. The allegation, “[t]his is a brief summary of
the preceding section” (1937, 1022, fn. 2) is incorrect. This part has Ely’s
personal handwriting, starting with the Christian ideal of universal love.
Smith formulated economics as we know it today (the critique of the ‘old
school’ is not pronounced), but “[n]o one can understand modern economics
who does not know something about the German Historical School” (1937,
1025). The positive tenets are repeated (evolution, humanitarianism, em-
piricism, etc.), only a remark on the Historical School’s nationalism is
added. The motives for the foundation of the German Verein fiir Social-
politik are related to the founding of the AEA and the original aim to make
this a better world. Statistical facts now allow the factual analysis and
prevent generalizations. Ely puts an emphasis on the Institutional School
(Veblen, Commons) and relates them to “our German teachers and espe-
cially ... [to] Karl Knies” (1937, 1032). A slight criticism of Veblen (de-
structive elements) is contrasted with Commons more constructive attitude.
“He illustrates perhaps better than anyone else the fact that Institutional
Economics as taught by him and men like Professor J. M. Clark of Colum-
bia is simply an evolution of the old German historical school” (1937,
1033).

In the new Germany the “expression of the freedom of teaching and
learning which so characterized the Germany of the nineteenth century has
disappeared” (1937, 1034). Ely’s sadness can be felt in these lines. But the
thread has not totally been teared up. “In the United States there are now
many of the outstanding German economists who have been exiled from
Germany or have left voluntarily to find a freer atmosphere. In some cases
they found refuge in the New School for Social Research in New York
city — the “University in Exile”. ... Probably in this New School one can
find the best expression of German economics of today” (1937, 1035).

In the preface of his autobiography in 1938 Ely testifies that the old
enthusiasm had not vanished, the “burning desire to set the world right. I
have been guided in my efforts by the philosophy that “the beginning and
end of all is man [Knies]”. In my youth I was branded a “radical” for
saying things which are today commonly accepted ... [But] the conflicts
raging today are essentially the same conflicts: between labor and capital,
between government and industry; but they are being fought on a different
plane. Technological advances have brought into view the possibility of
abundance for all. Therefore the battle rages between those who have and
those who have not” (1938, VII).

He reiterates his early vision that the growing factual interdependence of
human beings due to technological interdependencies might further cultural
and moral progress, “a society in which men shall work together for com-
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mon purposes, and in which this wholesome co-operation shall take place
largely through government, but through a government which has become
less repressive and has developed its positive side” (1938, VII). In the last
instance, Ely did not betray his early dreams, in later years he mainly
dropped the prophetic language of his early writings. Like a couple of
other American students who studied in Germany, he laid the ground for the
social sciences in the 20th century. Especially with Property and Contract
he was the founder of critical institutionalism, developed by Commons’s
into a paradigmatic legal-institutional approach (Commons 1995/1924, and
1990/1934).
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An American Transformation.
John Bates Clark’s ‘Pure Theory’
of ‘Natural’ Wages and Interest

By Erich W. Streissler, Vienna

L.

‘It is the purpose of this work to show that the distribution of the income of so-
ciety is controlled by a natural [!] law, and that this law, if it worked without
friction, would give to every agent of production the amount of wealth which that
agent creates.’

This is the first sentence of the preface to John Bates Clark’s The Distri-
bution of Wealth — A Theory of Wages, Interest and Profits (New York/Lon-
don, Macmillan 1899; henceforth quoted as: B. Clark 1899). The author
goes on to say: ‘However wages may be adjusted by bargains freely made
between individual men, the rates of pay ... tend ... to equal that part of
the product of industry which is traceable to the labor itself ... The right of
property ... so far as it is not obstructed ... assigns to every one what he
has specifically produced’ (B. Clark 1899, v). Thus, according to Clark,
institutional arrangements, social power and the legal framework — apart
from the right of property — barely count.

John Bates Clark (26/01/1847-23/03/1938) graduated from Amherst Col-
lege at the age of 25 — his studies having been delayed by his involvement in
the family’s business. For his graduate studies he went to Germany and Swit-
zerland for three years, chiefly studying with Karl Knies in Heidelberg, just
before both Boehm-Bawerk and Wieser went to study with the same Knies (in
1875/76). Back in the USA, ‘Clark was one of three young ‘Germans’ (the
other two being Richard Ely and Henry Carter Adams) who, at a meeting of
the American Historical Society at Saratoga in 1885, issued the call that led
to the formation of the American Economic Association’ (Dewey 1987, 429).

Clark’s German intellectual background is clear and prominent. It is cer-
tainly worthwhile to inquire into his work in a symposium dedicated to
German influences on economics in America and American influences on
German economics: For he is the very first American economist of note
whose ‘German connection’ was generally pointed out and referred to (Nie-
hans 1990, 267).
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What were the alleged German influences on Clark? The varied literature
on Clark is extremely equivocal on this point. And is he, indeed, a major
author in the international literature of economic thought, and not only a
figure of mainly local importance? John Maurice Clark, the son of our
author, calls his father ‘the leading creative economic theorist active in
America during the period when Alfred Marshall and the great Austrian
marginalists were active abroad’ (M. Clark 1968, 504). Certainly the ‘lead-
ing ... economic theorist’, but in how far was Clark pére also fundamen-
tally ‘creative’?

First, a personal note: I studied John Bates Clark’s The Distribution of
Wealth, 1899, in 1957 for my thesis of habilitation and was quite impressed
by the book. Didactically speaking, it is an excellent presentation of its
subject for untutored minds. (I was and still am a lawyer and trained stat-
istician, never having properly studied economics). 47 years later, I now
think that Jiirg Niehans (1990) is more or less correct in giving Clark not
even a subchapter in his History of Economic Theory, but only six brief
mentions. There is, to my mind, one and only one important theoretical
point in Clark’s book, which seemed to me more important in 1957 than it
does now, but which Niehans nevertheless underestimates somewhat: The
juxtaposition of a double diagram with its attached analysis on p. 201,! ti-
tled ‘wages and interest determined both directly and residually’ shows, on
the one hand, wages as given for a fixed amount of labour with interest as
the variable result of more and more capital added to this amount of labour,
till the total amount of capital for this situation is reached; and on the
other hand, the alternative derivation of interest for this fixed amount of
capital with wages as paid to a variable additional amount of labour added
to the capital till the total amount of labour in the given situation is reached.
Thus, remuneration of each factor according to its marginal product ex-
hausts the total product. Niehans (1990, 205) points out that one single such
diagram appears in Jevons 1871;2 but it is the double diagram which makes
the full — mainly didactically conclusive — point. It provides the full, but
historically somewhat late completion of the marginal productivity argu-
ment.

Apart from this demonstration of marginal productivity theory Clark’s
Distribution of Wealth is said to provide two conflicting points of view both

I Niehans 1990, 252, merely says: ‘For the benefit of innumerable undergraduates
[and only that!] he ... invented the suggestive pair of diagrams’. I confess to have
been, more or less, such an ‘undergraduate’, though already in the stage of autodi-
dactic habilitation.

2 Jevons 1871, fig. XIII, p. 244. Jevons’ diagram is subtly different, however, and
mainly tries to show what happens to the share of labour if capital changes.



An American Transformation: John Bates Clark 185

derived from the German tradition: ‘A social-ethical perspective’ (M. Clark
1968, 504) plus a critique of ‘Ricardianism’ on the one hand, and on the
other hand the main marginal productivity line of argument, which was
already there when Clark studied in Germany, though as yet rudimentary,
but also in a more general framework (not limited to the competitive case).
Clark must have absorbed this marginal productivity analysis as a student
in Germany; but later he developed it by studying authors who mainly
wrote or became more generally known after his sojourn there. Knowing
the extensive German literature on the subject it is simply unbelievable that
Clark should have ‘independently discovered the marginal productivity
principle’ (Niehans 1990, 252), as he later thought. To these two notions
characterized above, Clark added a further, strongly ideological point, ap-
propriate to the USA of his time and clearly in opposition to both Henry
George and Karl Marx: the idea that marginal productivity distribution
represents a ‘natural’ law.

In part II T shall make the contribution of Clark more explicit by referring
to various authors in the History of Economic Thought. Part III will show
that this literature underestimates the amount of pure economic theory Clark
will have got from Knies, somewhat embryonic though that was, judging
from the thought of the next generation. Part IV will present Clark’s main
distributional points more fully. Part V will then present two important
subsidiary ideas which Clark also developed in his Distribution of Wealth.
Part VI will contain criticism and will show that Clark’s main analysis is,
in fact, much weaker than even Niehans or the other critical reviewers
thought.

II.

(1) In the history of 20th century economic thought John Bates Clark is
an amorphous character: Most authors seem to be sure that he is important,
but rather unsure why.

George J. Stigler, as a Nobel laureate the star pupil of Clark’s own star
pupil Frank Knight, added a chapter on Clark to his monumental disserta-
tion Production and Distribution Theories — The Formative Period only as
an afterthought.? Stigler says: ‘The increasing participation in economic
theorizing [of American economists] — was led by John Bates Clark in the
field of distribution’.

3 George J. Stigler 1949, v: ‘This work was first completed in 1937 as a doc-
toral dissertation, which was submitted early in 1938 to the University of Chicago.
It has since been revised and a chapter on John Bates Clark has been added.” This
is Chapter XI, pp. 296-319.
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True so far, but then Stigler adds the rather dubious claim: ‘Clark inde-
pendently discovered both the marginal utility and the marginal productiv-
ity theories’. Much more appropriate is Stigler’s own critical evaluation:
‘His chief task, indeed, was that of popularization — a task that was ful-
filled with appropriate detail, emphasis and lucidity’ (Stigler 1949, 296 and
297).

(2) Clark’s claim that he ‘discovered’ marginal utility and marginal pro-
ductivity ‘independently’ is surely an exaggeration. He must have learned
the basics of both theories during his studies in Germany, probably not
appreciating their importance at the time. Later, as happens frequently, he
probably subjectively ‘rediscovered’, out of his submerged memory, what
he had once learned, and then, it is true, considerably developed what he
had once assimilated in a nutshell. For marginal productivity theory had
been treated extensively in Germany since Rau 1826 and Hermann 1832,
elaborated by Schiiz 1843 and was (since 1854) fully incorporated for the
case of all three classical factors of production, and particularly clearly for
the case of labor, in Roscher’s textbook (see Streissler 1990). In his monu-
mental history of economic thought Pribram says that Clark was ‘influenced
by his German teachers Wilhelm Roscher and Karl Knies’ (Pribram 1983,
352). I have not found any other source stating that Clark actually studied
with Roscher; but, even so, Knies revered Roscher,* and Roscher’s domi-
nant text-book must have been well known to Knies’s students. As to mar-
ginal utility theory, Knies himself in one of his best-known articles (Knies
1855) was the second German author on that subject after Hildebrand
(1848), long before Menger (1871). Thiinen (1850/63), of course, who
fully developed the marginal productivity theory, may have remained un-
known to Clark until — once again — a later rediscovery, as he was little
known at the time among German professors (with the exception of Her-
mann), not being a professor himself.

(3) Stigler proceeds by castigating Clark: ‘Clark performed one function
for which economics has less cause for gratitude. In all [!!] of his major
works ... he introduced what has been called a ‘naive productivity ethics’ —
his marginal productivity theory contained a prescription as well as an
analysis ... Clark’s exposition ... affords some grounds for the popular and
superficial allegation that neoclassical economics was essentially an apolo-
getic for the existing economic order’ (Stigler 1949, 357). This is certainly
true and it has to be stressed that it was exactly this tendency to be ‘apolo-
getic for the existing economic order’ which was characteristic of Clark’s
marginal productivity theory.

4 Karl Knies 1882, iv, with a long lament about not being taken notice of by
Roscher sufficiently in spite of Knies’s dedication of the first edition to Roscher.
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The German Historical School was replete with value judgments; though
much more so in the later tradition of G. Schmoller and his followers than
in the earlier one of Knies and Roscher. But, to use Clark’s own terms, the
German tradition evaluated ‘dynamic’ change — comparing one historical
situation to another, while Clark’s value judgments were about the justifica-
tion of social ‘statics’. These value judgments were important to Clark be-
cause they provided the basis for his dismissing the critique of ‘capitalism’
both of Henry George and of Karl Marx. In the boldest and simplest words,
one might say that Marx thought workers have the ‘right’ to the average
product of labour, while Clark tried to prove that they have a ‘right’ only
to their much lower marginal products. Therefore, as Stigler (1949, 300)
says, ‘the law of diminishing returns is accorded the status almost of an
axiom’ by Clark. Stigler adds (p.301): ‘“The law is not defined carefully;
sometimes it is expressed in incremental form (pp. 48, 50, 189, 374), and
at other times in terms of averages (pp. 165, 192, 208, 280, 300—1). The
problem of determination of the scale of plant is not faced.’

The last quotation attests to the repetitiveness of Clark’s treatment, which,
I think, could easily have been presented on 37 or 38 pages instead of a
full 387 pages. Stigler ends by saying (p. 314): ‘Clark’s theory of capital is
fundamentally sound ... [but] the treatment is not complete’. One under-
stands why originally the Nobel laureate had not included J. B. Clark among
the authors he thought had advanced Production and Distribution Theories.

Stigler (born 1911) thus provided a rather tongue-in-cheek appreciation
of J. B. Clark as a kind of obligatory after-thought to his historical analysis
of important distribution theories. Clark was accorded a much more bal-
anced treatment by Karl Pribram (born 1877, a generation before Stigler) in
his posthumously published 4 History of Economic Reasoning, 1983. Pri-
bram was a member of the Austrian School, taught by Friedrich von
Wieser in Prague, and, when himself a university teacher in Vienna, a
substitute and stand-in for the same Wieser in the latter’s university courses
when Wieser served as Minister of Trade in the 1917-1918 governments.

Pribram’s rather short chapter 22, pp. 352-355, on ‘The American Ap-
proach to Marginalism’ deals nearly exclusively with Clark and culminates
in the judgment (p. 355): ‘His [Clark’s] conspicuous merit consisted in in-
augurating the active participation of American economists in the elabora-
tion of marginalist doctrines’.

Let us look closely at this sentence: (1) Clark is praised less for his own
contribution to the body of economic thought than for ‘inaugurating active
participation of American economists’, i.e. more for his pathbreaking didac-
tic influence. (2) He is praised not so much for central innovations as for
‘elaborating’ doctrines. (3) Finally, he is lauded not so much for his mar-
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ginal productivity theory alone, but more generally for his ‘marginalist’
doctrines.

Consequently, Pribram starts out his chapter 22 on American Marginalism
by writing: ‘A new and promising era of American economics was ushered
in by John Bates Clark, who used an original version of marginal utility [!!]
analysis to establish a consistent and comprehensive body of economic
thought’ (p. 352). To the Old Austrian Pribram, Clark’s utility theory must
have appeared very old-fashioned and exaggerated, in particular after the
criticisms of cardinal utility notions by Pareto, admittedly in the decade
after the publication of Clark’s magnum opus of 1899: ‘As William Stanley
Jevons had done before him [in 1871], Clark regarded utilities as measur-
able magnitudes, and conceived of economic behavior as a continuous
process of balancing against each other all kinds of want satisfactions
(pleasures) and sacrifices (pains). His hedonistic interpretation of economic
behavior was quite evident’ (p. 355). Again, to the Old Austrian it would
have seemed a wild exaggeration that Clark used ‘a sort of ‘social Darwin-
ism’, which implied that the survival of the fittest was assured by the out-
come of the economic struggle’ (p. 355). In Vienna around 1900 one had to
guard oneself against the use of either a ‘hedonistic’ utility notion or the
accusation of ‘Social Darwinism’; both were thought to be primitive notions
of the intellectual underdog — or perhaps lapses of a less precise earlier
generation.

(4) Apart from that somewhat crass utilitarianism in Clark, what appeared
most doubtful to Pribram was the methodology chosen: In a very un-Men-
gerian mood ‘the element of time was eliminated from the functioning of the
Clarkian equilibrium economy’. Thus ‘there was no room in that model for
differences between the expected effects of economic plans and their realiza-
tion’ (both quotes p. 353). Curiously, Clark thought ‘that the actual form of
a highly developed society hovered relatively near its static mode’ and “visu-
alized economic progress as a process in which the economy proceeded
from one equilibrium position to another’ (p. 355). Being steeped, as I am,
in the Austrian tradition, I think these criticisms more than justified.

Pribram links the central tenets in Clark’s thought, which were in contrast
to the German Historical School, to Clark’s later turning more and more to
British economic traditions: ‘Like Marshall, Clark endeavored to preserve
as far as possible the general lines of the Ricardian approach ... Clark
contributed toward maintaining the tradition of refined hypothetical reason-
ing against strong attempts to propagate methodological principles similar
to those proclaimed by the German historical school’ (p. 352). What, on the
other hand, Clark assimilated from the German Historical School, was an
organismic notion of ‘social capital’ and ‘social labor’, society in some
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holistic sense evaluating them both: ‘He applied the idea of marginal pro-
ductivity to a concept of ‘social’ capital that had its origin in organismic
views. The main source of the concept of ‘social capital’ was perhaps the
capital theory of Karl Knies [!!], Clark’s German teacher ... The concept of
‘social capital’ had its counterpart in the concept of ‘social labor”™ (p. 354).
We shall have to return to this ‘Austrian’ accusation because it is, indeed,
the source and root of Clark’s constantly confusing average and marginal
magnitudes, so drastically pointed out by Stigler.

(5) Clark’s analysis is thus a complicated and often ambivalent mixture
of seemingly contrary elements. No wonder therefore that his evaluators in
short history-of-thought articles more or less gave up characterizing him or
even simply admitted their confusion. Kruse (1959) has to be included
among those rather confused, saying about Clark: ‘Seine im Jahre 1885
verdffentlichte “Philosophy of Wealth”, in der er seine Unzufriedenheit [!!]
mit der iiberkommenen Theorie, dem ‘Ricardianismus’, zum Ausdruck
brachte, zeigt deutlich den Einflul seines Heidelberger Lehrers Karl Knies.
Seine vom Historismus beeinflufite Kritik wandte sich gegen die beiden
Voraussetzungen: homo oeconomicus und Wettbewerb’ (p. 522). Exactly
these two assumptions, economic man and perfect competition, would be-
come the central postulates of The Distribution of Wealth: how confusing!
Kruse goes on to remark (p. 523) that The Distribution of Wealth ‘[stand]
in striktem Widerspruch zu seiner ‘Philosophy of Wealth™. Actually, the
‘contradiction’ is not so obvious if one considers the value judgments in the
first part of the latter book. On this, Kruse adds (p.523): ‘Dieses Werk
wurde grundlegend fiir die Rezeption der klassischen Lehre in den USA, ja
fiir die Neoklassik tiberhaupt’, a somewhat curious use of the concept of
‘classical’ economic thought.

The evaluation by John Maurice Clark (1986), John Bates’ son, has al-
ready been quoted. It may be worthwhile to add the son’s statement on the
father: ‘From his exposure to the German Historical School he absorbed
chiefly what fitted his predisposition toward a social-ethical perspective’
(p. 504), which makes it clear that Knies had much more to offer, including
quite a bit of theory, and it was the particular selection of the pupil which
made out of Knies a mere moralizer. The father’s book is ‘probably best
construed as an emphatic rebuttal to the exploitation theories of Henry
George and Karl Marx’ (p. 506), a rather extreme interpretation which can-
not account for J. B. Clark’s undeniable strong influence on theoretical
economic thought. Dewey (1987), also already quoted, thought the influ-
ence of Knies on Clark’s development of much more dubious value: ‘He
was much influenced by ... Karl Knies. Whether the influence was for good
or ill is not clear. It probably slowed his development as a theorist’ (p. 429).
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(6) The latest important tract on the history of economic thought in gen-
eral, that of Jirg Niehans (1990), treats Clark only tangentially — in six
brief references (pp. 175, 205, 241, 247, 252 and 267). Nichans sees Clark
largely in ideological terms: ‘Marxists have often denounced the body of
‘neoclassical’ theory that emerged toward the end of the nineteenth century
as being an ideology in defense of capitalism ... In the case of John Bates
Clark, there is some truth in this charge’ (p. 247). Theoretically Clark was
defective: ‘His main argument was that any nonfactor income would tend
to be washed away by competition. While this was plausible, it fell short
of proof” (p. 252).

Thus, the contours of J. B. Clark’s intellectual contribution fade away
more and more as time passes. By now, certain American authors seem
almost ashamed of him. Is there anything left of the notion that he had been
‘the leading creative economic theorist active in America’, as his son had
written (J. M. Clark 1968, 504)? Surely none of the American Nobel laure-
ates of the second half of the twentieth century were in any way influenced
by his ideas.

A slightly different notion of Clark’s merits is expounded by Paul A.
Samuelson (1972). While on p. 239 he speaks only of the “simplest J. B.
Clark parable of a single homogeneous capital”, he says on p. 653seq: “A
history of economic thought written prior to the modern age would cer-
tainly include John Bates Clark as a leading theorist ... Clark had two
claims to fame: as an independent discoverer of the theory of marginal
utility and as the first discoverer of the marginal productivity theory of
distribution. Posterity can honour only the last claim ... Without discount-
ing Clark’s claim for originality, we must recognize that Wicksell, Wicks-
teed, Barone, and Walras rediscovered very soon after Clark his marginal
productivity notion. And the modern world has gone well beyond it”. This
statement is disingenuous, for two reasons. Less importantly, at least Wick-
steed’s (1894) fully developed theory and the review by Flux predate
Clark’s Theory of Distribution by five and four years respectively; but
more importantly, Samuelson does not seem to know the work of the later
Thiinen (1850 or edition of 1863) with the already fully developed mar-
ginal productivity theory presented at length; nor, evidently, is he familiar
with the more or less fully developed notions of the German proto-neoclas-
sical tradition from Rau and Hermann to Roscher, again about half a cen-
tury earlier, including the fact that Clark studied in Germany for an ex-
tended period.

(7) But what was it then that fascinated so much in Clark’s work
nearly a century earlier, at the beginning of the twentieth century? Even
then there were serious doubts. Knut Wicksell presented a very negative
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review of the Distribution of Wealth in 19025 — which, however, as it is
written in Swedish, I cannot fully appreciate.

His review of the next year, written in German, above all corrects the
later evaluation by Samuelson: “Erst spéter hat Clark entdeckt, dafl ihm in
dieser Gedankenreihe schon ... v. Thiinen zuvorgekommen war; dal} dieselbe
schon liangst als Gemeingut [!!] der modernen Theorie gelten kann und in
den Schriften von Walras, Pareto, Marshall und vielen anderen sich vorfin-
det, scheint er noch nicht zu wissen. Seine Prioritdt gegen v. Thiinen aber
will er eigentiimlicherweise darauf begriinden, dafl er jenem rein mechani-
schen Nivellierungsprinzip eine gewisse moralische Berechtigung zu vindi-
zieren sucht; ... ich glaube nicht, dal v. Thiinen ihn gelten lassen wiirde”
(p- 819). Wicksell goes on to criticize Clark’s capital theory in detail, in
particular in the light of Boehm-Bawerk’s concepts.

The review by Thorstein Veblen is even more scathing. This treatise of
59 pages is mainly a review of a later work of J. B. Clark, The Essentials
of Economic Theory, New York 1907 (Macmillan), but in its middle parts
it touches extensively on the earlier. Veblen starts out harmlessly enough by
stating (p. 148): “Mr. Clark’s position among this generation of economists
is a notable and commanding one”. But then he soon turns nasty, accusing
Clark of being quite behind his time with “a hedonism as simple, unaf-
fected, and uncritical as that of Jevons and James [!!] Mill”. And even
nastier on pp. 161 seq. with his criticism of the constantly shifting concepts
of capital used by Clark, accusing him of muddled inconsistency: “his law
of ‘natural’ distribution” (p. 167), explicitly of the 1899 book, mixes copi-
ous a priori value judgements with theoretical analysis: “It does not con-
duce to intelligibility to say that the wages of labor are just and fair because
they are all that is paid to labor as wages.” The final dig is the invidious
comparison of Clark to a theologian by quoting Thomas Aquinas’ familiar
lines from the sacramental hymn “Pange Linguam” (p. 172): “Et si sensus
deficit/ad firmandum cor sincerum/sola fides sufficit”.

But in order to see what contemporaries positively appreciated in Clark’s
work, there is no better way than to turn to the article written by a then 23
years old graduate participant of Boehm-Bawerk’s famous seminar in Vi-
enna, Dr. Joseph Schumpeter, “Professor Clarks Verteilungstheorie” (1906),
probably the young man’s first economic publication. Schumpeter first
points out that it is most desirable that Clark’s ideas should be widely
known (“Bekanntwerden ... in weiteren Kreisen lebhaft zu wiinschen”,
325), because his school or approach can now be called dominant in the

5 T owe the reference to Harald Hagemann and the references to Samuelson above
and to Veblen below to Kurt Dopfer.
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United States; and he enumerates as closely related the authors Hobson,
Carver, Seligman, Fetter and Seager, a not inconsiderable group. Apart from
The Distribution of Wealth Schumpeter mentions another book by Clark,
characteristically misquoting it as “Philosophy of value” (p. 325). According
to Schumpeter, Clark’s basic principle is: “Riickhaltlose Anerkennung der
‘Naturgesetzlichkeit’ der wirtschaftlichen Erscheinungen” (p.325). The
ideological content of this notion is duly remarked upon. Schumpeter then
does not proceed to state Clark’s distributional conclusions, but rather dis-
cusses his methodology. First Clark’s distinction between “static” and “dy-
namic” analysis is sketched and it is noted that for him statics is “der
Gleichgewichtszustand, nach dem ... die dynamische Volkswirtschaft ten-
diert”. Then Clark’s concept of capital, “die eigentiimliche Unterscheidung
zwischen Kapital und Kapitalgiitern” (p. 326) is presented and its conse-
quence derived: “So ist nach Clark das Kapital gleichsam unsterblich”
(p. 327), an idea, of course, very strange to a member of Boehm-Bawerk’s
seminar, the differences in conception being briefly noted. In no less than
two pages out of nine the main conclusions centered exactly around the
double diagrams (on Clark’s p. 201) are analysed. How is the product di-
vided up between factors? “Nach welchem Schliissel? Nach der Grenz-
produktivitdt. Der Gedankengang Clarks basiert also hier auf einem uns [!!]
seit Thiinens Zeit und langer [!!] — oft [!!] dargestellten Momente, verwertet
dasselbe aber in ganz origineller Weise”. For the young Schumpeter, mar-
ginal productivity theory is thus (more than) “an old hat”; only its applica-
tion by Clark and the consequences thereby derived are new: The theory of
ground rent is extended to the whole of capital and then in the same way
to labor. Thus it follows that “jeder Faktor empfingt sein Produkt und kann
weder mehr noch weniger erhalten” (p. 331). Clark derives “nicht weniger,
als eine auf einem Prinzip beruhende Lohn-, Zins- und Grundrententheorie”
(p. 331). To Schumpeter, Clark’s analysis is therefore not a new theory, but
a tour de force as he tries to show what can be derived from the marginal
productivity theory under extreme assumptions. In other words, it is a lim-
iting case. And, before finally going on to Clark’s utility concepts, the
(implausible) assumptions for this tour de force are explicitly noted by
Schumpeter, above all the following three conditions: (1) Two durable and
indestructible “sources of productive power” are postulated, of which (2)
each particle receives exactly the same remuneration and (3) is subject to
the law of diminishing returns. We recall that Menger (1888) had already
criticized an as yet unnamed Boehm-Bawerk in a preview article for assum-
ing that the own rates of return on capital would be equalized in all produc-
tions; and, of course, neither the durability and indestructibility of all capi-
tal nor a ubiquitous law of diminishing returns were ever assumed even by
Boehm-Bawerk. Thus, to Schumpeter, Clark basically takes a reshaped
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analysis of Boehm-Bawerk to extremes (just as Boehm-Bawerk had taken a
reshaped analysis of Menger to extremes).

Schumpeter would have known that Clark and Boehm-Bawerk had corre-
sponded with each other, and it is more than likely that Boehm-Bawerk rec-
ommended the publication of these first fruits of the very young Schumpeter.

II1.

We have seen that later American authors tended to attribute whatever
they thought dubious in Clark’s treatment to the influence of his main Ger-
man teacher, Karl Knies, who ‘probably slowed [Clark’s] development’
(Dewey 1987, 429). Evidently, Knies remains the vaguest of figures for
present-day American scholars, suffering from the all-too-common identifi-
cation of the important figures of the so-called ‘Older’ Historical School in
Germany with the theoretical vagueness of Schmoller and his ‘Younger’
Historical School.

Now it is true that Knies, who had done concentrated work on questions
of marginalism was not busy with them when Clark studied with him in
1872 to 1875. For at that time he was publishing his monumental treatise
Geld und Credit (part 1 Das Geld, Berlin 1873, and part 11/1,2 Der Cred-
it, Berlin 1876/1879). And here we are faced with the first astonishing fact:
While the German textbooks on the ‘fundamentals’ of economics contained
an extensive treatment of monetary questions, often linked to a discussion
of business cycle problems — one certainly finds that in Rau (1826 ff.) and
Roscher (1854 ft.) and, of course, particularly in Menger (1871) — and while
Knies’s three- volume treatise is the locus classicus of the treatment of
monetary problems, there is no mention of either monetary or business
cycle problems whatsoever in Clark (1899). In that respect he had learned
nothing from Knies and followed rather the British non-monetary approach
of Jevons (1871) or Marshall (1890 ff.).

It is good to look closer into Knies (1873): The full title of his book is:
Das Geld — Darlegung der Grundlehren von dem Gelde — mit einer Vor-
erdrterung tiber das Kapital und die Uebertragung der Nutzungen. The first
56 pages deal with capital theory! After a long discussion, treating nearly
every relevant author, though neither Thiinen nor Ricardo(and, of course,
neither Jevons nor Menger, who had published their books only very
shortly before), Knies comes out with the definition of capital (p. 47): ‘der
fiir eine Wirtschaft vorhandene Bestand von ... Giitern, welcher zur Befrie-
digung des Bedarfs in der Zukunft verwendbar ist’, the stock of goods us-
able for future satisfaction, very close to Boehm-Bawerk’s later concept of
capital (‘produzierte Produktionsmittel’).
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Once more, Clark does not follow Knies: ‘Capital ... is a permanent fund
[!!] of productive wealth’ (B. Clark 1899, 157). ‘There are ... two perma-
nent entities combined in the industry of the world. The one is capital, or
the wealth [!!] that continues forever by casting off and renewing material
bodies — capital goods. The other is labor ... Both of these permanent [!!]
agents of production have an unlimited power of bodily transmutation: they
are changing their embodiment every year and every day’ (ibid., 159f.). It
is also difficult to see that Clark had taken a particular and precise
‘organismic’notion of ‘social capital’ (or ‘social labor’) from his teacher
Knies. The latter does indeed speak of the ‘Organismus der Gemeinschaft’
(Knies 1873, 2), but this is immediately explained to be nothing other than
the Smithian division of labor. And when Knies says on p. 3 that economic
goods ‘[warden] nicht blos von einem Individuum, sondern von der Gesells-
chaft als wirtschaftliche Giiter anerkannt’, he explains that as a consequence
of different individual valuations leading to exchange. What German — and
later Austrian — economists were not familiar with was the Marshallian
figure of the ‘representative’ individual; but that made German and Aus-
trian economic theory more, not less individualistic. To Knies, society is not
unitary. Once more we realize that in this respect the later Schmoller was
conflated with the earlier Knies or Roscher. But Schmoller had not yet even
taken up his teaching in Berlin when J. B. Clark was in Germany.

To sum up: Knies is completely innocent of Clark’s notions of both
‘capital’ and ‘social capital’. In capital theory — a specialty of Knies — Clark
had learned nothing from him.

What, on the other hand, Clark probably did assimilate from many Ger-
man authors other than Knies, was the general notion of marginal produc-
tivity remuneration. It was stated by many German authors from 1826 on-
wards — not only by Thiinen, who elaborated it; but probably Clark did not
pay attention to those early authors. The usual German treatment is brief, it
is true, as stating a well-established fact not to be expounded upon at length;
and I do not wish to be repetitive on this point.® What Clark certainly did
gather from Knies, were the central notions of declining marginal utility
valuation, which Knies had elaborated in a well-known article of 1855
(especially pp. 44f., 49). Knies’ marginal utility notions are not much re-
marked upon in the literature, apart from Schumpeter, of course. But they
fill a chapter in B. Clark 1899, viz. Ch. XXIV, pp. 373-398. Knies was a
well-known early author with whom to discuss marginal utility notions.
Were it otherwise, why would the young friends Boehm-Bawerk and
Wieser have presented their incipient new marginal utility ideas exactly in

6 For some examples see Streissler 1990, 41-46; for marginal productivity theory
pp. 45f.
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the seminar of Knies in 1875/76, a year after Clark had left? Did Clark
hear about the pair early on from his former teacher Knies? Anyhow, they
are numbers four and five among the authors quoted by him (B. Clark 1899,
viii).”

Iv.

(1) Let us now analyse more closely what Clark actually wrote. The
Distribution of Wealth starts out with a set of undiluted value judgments
which fill the first four chapters of altogether twenty-six, 51 pages of the
total of 442, in other words about one ninth of the book. The first chapter
has the title ‘Issues that depend on distribution’. Clark thinks that ‘ethical
issues ... are settled [!!] by a study of the incomes connected with different
functions’ (p. xiii). ‘Human welfare depends on incomes, which are fixed
by contract, but are really [!!] controlled by a natural [!!] law ... Whether
labor gets its product or not is a question of fact;but if it does not, the la-
borer is robbed’ (p. xiii; emphasis added). ‘The right [!!] of society to exist
in its present form, and the probability that it will continue to exist, are at
stake. These facts [??] lend to this problem of distribution its measureless
importance’ (p. 3; emphasis added). ‘If [the laboring classes] create a small
amount of wealth and get the whole of it, they may not seek to revolution-
ize society’ (emphasis added). Otherwise ‘many of them would become
revolutionists, and all would have the right to do so’. ‘The indictment that
hangs over society is that of ‘exploiting labor” (emphasis added). “Work-
men’ it is said ‘are regularly robbed of what they produce. This is done
within the forms of law, and by the natural working of competition’. If this
charge were proved, every right-minded man should [??] become a socialist’
(p- 4). ‘The right of the present social system to exist at all depends on its
honesty [??]; but the expediency of letting it develop in its own way de-
pends entirely on its beneficence’ (p. 5). “We have undertaken to solve a test
problem ... to ascertain whether the division of the social income ... is, in
principle, honest’ (p. 10).

At least three aspects are noteworthy about these passages. One: We
would not think of the United States of America as a country where a large
and vigorous socialist movement developed. But New York was, of course,
the particular gateway for Europeans and European ideas and Clark was
teaching in New York, at Columbia University. Two: How could ‘workmen’
judge whether they receive their ‘actual product’ (as Clark says they do) or
not? This is a highly abstract and complicated problem, even under the

7 In succession these are Thiinen (p. vii,), Henry George, Menger, Wieser (p. viii)
and ‘Ex-minister von Boehm-Bawerk’ (p. ix), followed by Marshall and Americans.
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vastly simplifying assumptions Clark makes. Does he imply that it is the
duty of every thoughtful ‘workman’ to take a thorough course in distribu-
tional economics under J. B. Clark at Columbia University? Three: The very
idea of the ‘honesty’ of society [!!] is most evidently an organismic concept.

(2) Happily, Clark could depend for all this on Natural Laws. While with
Adam Smith the copiously used epithet ‘natural’ referred to society-specific
circumstances, with Clark it means, without his actually ever saying so,
simply just. “Wages ... adjusted by bargain ... may seem to depend on the
comparative power and the adroitness of the parties to the contract’ (p. 2).
But, because there is ‘a market rate of wages’, set within ‘narrow limits’
we can conclude: “Where natural laws have their way, the share of income
that attaches to any productive function is gauged by the actual product of
it” (p. 3). ‘Prices are at their natural level when labor and capital in one
industry produce as much and get as much as they do in any other. Normal
prices mean equalized wages and interest’ (p. 16). With Clark, the terms
‘natural’ and ‘normal’ are interchangeable.

All this is independent of historical circumstances and social organiza-
tion. (Surely, Clark cannot have learned that from Knies!) ‘The essential
relation of man to nature unchanged by social organization’ is a caption in
The Distribution of Wealth (p. 12).

Clark is well known for a specific dichotomization of ‘statics’ and ‘dy-
namics’ (see next section). And it is important to note that for him static
theory is to reinforce the concept of the ‘natural’; in fact, we are told ‘the
term natural, as used by classial economists ... was unconsciously [!!] em-
ployed as an equivalent of the term ‘static’ (p.vi). ‘“Natural” values,
wages, interest and profits equivalent to static rates’, reads another caption
(p- 29): ‘Reduce society to a stationary state, let industry go on with entire
freedom, make labor and capital absolutely mobile — as free to move from
employment to employment as they are supposed to be in the theoretical
world that figures in Ricardo’s studies — and you will have a regime of
natural values. These are the values about which rates are forever fluctuat-
ing in the shops of commercial cities’ (p. 29). ‘As we have shown, the terms
‘natural’ and ‘normal’, as used [??] in economic literature, are other names
for static’ (p. 78). Would Adam Smith have agreed? Or is his work not
‘economic literature’? On the other hand, Clark calls ‘dynamic changes the
cause of friction’ (p. 72).

(3) Turning now to the — perhaps only slightly more — theoretical part of
the treatise in question, this is, as the preface already tells us, based on the
‘principle of final productivity’ (p. ix; emphasis added), ‘which, as the work
claims, is at the basis of the law of wages and interest’. “This work ... will
offer a pure theory of what may be called natural wages and interest’ (p. 36),
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a rather curious definition of the word ‘pure’, which usually implies ‘value-
free’. ‘The specific productivity of labor fixes wages’ (p.47; emphasis
added). And then we are introduced to the — later often repeated — fact (??)
that ‘the law of diminishing returns of labor [is] general’ (p. 49) and ‘the
law of the diminishing returns of capital universal’ (p. 50).

This seemingly value-free theory tells us somehow that ‘incomes appar-
ently paid by employers [are] really wrested from nature, as in primitive
life’ (p. 53). Can you beat the ideological beauty of this image, the em-
ployer wresting all income from ‘nature’, which, however, can hardly be
‘natural’ (in the sense of Clark, where it also means static)? The employer
always seems a heroic entrepreneur, and we remember that it was J. B.
Clark who awarded an honorary doctorate from Columbia to his reviewer,
Joseph A. Schumpeter at the unusually early age of thirty-one. Even Schum-
peter’s term ‘Fiihrer’ is prefigured by Clark (and not only by Wieser): ‘It is
the leaders in the adoption of fruitful methods of creating goods that get the
profits’ (p. 437).

In passing, Clark then suggests the term ‘catallactics’, later cherished by
L. v. Mises, and also the figure of Robinson ‘Crusoe’ (both p.52): ‘The
general laws of the wealth-creating and the consuming process are the same
in all economies; and it is this persistence in civilized conditions of the laws
that govern primitive life which makes it worthwhile to study that life at
all” (p. 52). Possibly anthropologists might not agree. And it might be good
to remember the time-honored question: When Adam delved and Eve span,
who was then the gentleman? And who was the wage earner? Clark cannot
have learned the above, totally ahistorical, statement from any variant of the
German Historical School.

(4) From the remarks of Schumpeter we have already seen that the ubig-
uitous nature of diminishing returns to the only two factors postulated in
‘statics’ or the ‘natural state’, is an unproven axiom with Clark. The ‘em-
ployers’ or ‘entrepreneurs’ drop out. And it is the methodological purpose
of Clark’s ‘statics’ to make them drop out. For in ‘disequilibrium’, and
only there, ‘entrepreneurs [are] the movers of labor and capital’, ‘and it is
competition that makes them do it’ (p. 289). ‘Profits [are] a subject of eco-
nomic dynamics’ (p. 410).

As to the static case, repetitio est mater studiorum (though Clark might
not have put it in Latin). In the static world ‘incomes are fixed by the final
productivity of labor and of capital, as permanent agents of production’
(p. 160). ‘There are ... two permanent entities combined in the industry of
the world. The one is capital ... The other is labor’ (p. 158f.). Capital is to
be understood as ‘a permanent fund of productive wealth’, just as ‘labor
also is a permanent force — a fund of human energy that never ceases to
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exist and to act’ (p. 156). ‘The pay of labor in each industry tends to con-
form to the marginal product of social labor employed in connection with
a fixed amount of social capital, as such’ (p. 116). ‘Capital ... earns inter-
est, but what the concrete instruments themselves earn is not interest, but
rent’ (p. 123). ‘The power of capital to create the product is ... the basis of
interest’” (p. 135).

(Let us note in passing that J. B. Clark shows both his inability to under-
stand what he reads and his mathematical ineptitude in the discussion of
Boehm-Bawerk’s ‘period of production’ [!!]; for he misinterprets this on
p- 128 as a period of use of capital and does not understand, 137, that a
quantity-weighted infinite series of periods may have finite value.)

‘Final productivity [is] the regulator of both wages and interest’ (p. 173).
‘As real as gravitation is the force that draws the actual pay of men foward
a standard that is set by the final productivity law. Final productivity gov-
erns wages’ (p. 180). I am not sure whether the original author on gravita-
tion, Sir Isaac Newton, would have agreed fully; nor whether his greatest
economic achievement, the introduction of the gold standard in Great Britain
(in consequence of his expertise as Master of the Mint) in 17178 was fully
remunerated according to its final productivity (in 19147?) by his, admittedly,
quite substantial salary as Master of the Mint. (As to the word ‘final’ above:
Clark (p. 180) uses ‘final, marginal or last unit of labor’ interchangeably.)

(5) With his usual amount of ample repetitiveness, it takes Clark a full
twenty pages to derive his most original idea that ‘wages and interest [are]
determined both directly and residually’ (p.201). ‘The principle of final
productivity ... acts in two ways, affording a theory of wages and of inter-
est’ (p. 187). After deriving (p. 182) a curve which ‘measures the effective
productivity of any unit of labor in the series and fixes the general rate of
pay’, Clark says: “We may reverse the application of this law, and by doing
so get a law of interest. Let the labor be the element that is unchanged in
amount, and let capital be the one that is supplied in a succession of incre-
ments’ (p. 182; nearly verbatim the same also on p. 199). The double dia-
grams juxtaposed are found on p. 201 with the statement: ‘These amounts
[of wages and interest] together make up the whole static income of soci-
ety’. No proof is given. Whether Clark is correct will be examined in the
final section of this paper.

(6) I shall be very brief on the rather conventional marginal utility side
of Clark’s analysis. ‘One law acting in consumption and in production con-
trols gains, both subjective and objective’ (p. 209). ‘Doses of consumers’
goods ... have less and less utility per dose’ (p.208). It is an interesting

8 See T S. Ashton 1955, ed. 1966, pp. 167-177, especially p. 171.
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notion of Clark’s that ‘goods [are] improved in quality as consumption in-
creases’ (p. 214). ‘Capital increases in the same way’ (p. 217). ‘The several
increments of consumers’ wealth ... consist rather of elements in goods than
of goods in their entirety’ (p.218). The idea that we should capture the
qualitative changes in goods and not only the changes in quantities was
taken up by Kelvin Lancaster when he subdivided commodities into ‘char-
acteristics’ in his ‘new theory of consumption’ (Lancaster 1971). Whether
such qualitative changes of capital can be used as the argument in a quan-
titative derivation is another matter, of course.

Curiously, Clark comes down for a labor theory of value in terms of the
utility of commodities:

‘The effective utilities of goods produced by like amounts of labor [are]
equal’ (p. 385). Here the organismic concept becomes a serious impediment
to clear thinking: Possibly the above sentence might be defensible for the
marginal consumer for each commodity, but it certainly is not for the infra-
marginal or for the average consumer. Even more dubious are the state-
ments: ‘Virtually unaided labor is the only kind that can measure value’
(p. 381) and: ‘The pain suffered by society as a whole [??] in the final
period of daily labor ... is the ultimate unit of value’. 1If I continued in this
vein, it would certainly increase ‘the pain suffered by the Dogmenhistorische
Ausschull as a whole’” — however we measure it — Therefore I desist.

V.

(1) There are at least two important side issues treated in the Distribution
of Wealth: the inception of the methodological distinction of static and
dynamic analysis and the prefiguration of the consequences of international
‘imperialism’, the so-called ‘Imperialismus-These’, later made famous by
Lenin and Rosa Luxemburg.

‘This volume ... aims to show to what rates ... the wages of labor and
the interest on capital would conform, if the changes that are going on in
the shape of the industrial world were to cease. It tries completely to isolate
the static forces that act in distribution from the dynamic forces. Actual
society is always dynamic ... In the midst of all changes there are at work
forces that fix rates to which, at any moment, wages and interest tend to
conform ... There are ... static standards with which, in the most turbulent
markets, actual values, wages and interest tend to coincide’ (p. vi).

‘A state can be imagined in which the social organism [!!] should keep
its shape intact ... Changeless in its population, its wealth, its local abodes,
its modes of production and the forms of its wealth, such a society would
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live, indeed, but it would show no change in its organic [??] form. Having
life, but not growth, it would be what we identify as a static society. This
is an imaginary state, but it reveals facts of real life. There is, it is true, no
society that is thus static ... Why, then, do we wish to know the laws of an
imaginary state? Because the forces that act in such a state continue to act
in a dynamic one ... The study of the unreal static state is a heroic but
indispensable use of the isolating method of study’ (p. 59f.).

Perhaps Clark’s statics is best defined in contrast to the ‘five generic
changes’ which he takes to be ‘dynamic’: ‘1. Population is increasing. 2.
Capital is increasing. 3. Methods of production are improving. 4. The forms
of industrial establishments are changing ... 5. The wants of consumers are
multiplying’ (p. 56). To this we might add insufficient ‘competition’, other-
wise assumed by Clark.

(2) There are at least four questions which Clark’s dichotomy raises. (1) Is
the concept of statics that is used not foo broad? We have seen, e.g., that
within his ‘static’ framework Clark discusses qualitative changes of capital
and labor, which most present-day authors would not regard as static. (2) Is
it, on the other hand, not 0o narrow? As a mode of analysis of the topic in
question, most present-day authors would favor an equilibrium moving over
time, in which both population and capital would grow in constant propor-
tions so that all relevant relative magnitudes would remain constant. (3) Im-
plicitly, Clark assumes convergence to a ‘static’ condition. This takes for
granted that relevant changes are rare and convergence to static equilibrium
is rapid. What, however, if changes are very frequent and convergence is
slow? We would then study a possible equilibrium situation without any ten-
dency of movement towards it, perhaps even an unstable equilibrium. In such
a disequilibrium world profits would, of course, be permanent. (4) Possibly
there does not even exist any macroeconomic equilibrium.

This might be typical of a credit using capitalist economy, as the Nobel
laureate F. A. Hayek thought: ‘Die entscheidende Ursache der Konjunktur-
schwankungen ist ... da3 ... der Zins, den die Banken fordern, nicht not-
wendig immer der Gleichgewichtszins ist ... Es steht gar nicht in [unserer]
Macht, die Ursachen der Konjunkturschwankungen zu beseitigen, weil diese
nicht erst in [unserer] Politik, sondern schon in der modernen Kreditor-
ganisation begriindet sind’ (Hayek 1929, 103 and p. 111). Publishing thirty
years later than Clark, Hayek thinks that exactly the rate of interest that
Clark wished to explain will nearly always be a disequilibrium rate; or, in
the terms of Wicksell, that the market rate will normally not be the ‘natural’
rate of interest (Wicksell uses still another definition of ‘natural’, referring
to a price in conformity with macroeconomic equilibrium).



An American Transformation: John Bates Clark 201

(3) Clark contrasts ‘personal distribution and functional distribution’. As
far as I know this is the first use of that distinction. Of course, he only
analyses functional distribution in its simplest shape, the division between
wages and interest.

(4) One of the most interesting features of economics is that its basic
theoretical propositions can be filled with hardly any alteration with just
about any value connotation and are in that sense value-free. And it is in-
teresting to point this out in relation to J. B. Clark, one of the authors most
rife with value judgments.

To give a characteristic first example: John Locke (1692) used the labor
theory of value creation originally exactly as a justification of private prop-
erty, long before it became an attack on its justification. A second case is
provided by J. B. Clark’s discussion of what was to be called ‘imperialism’.

‘Not till labor and capital are distributed over the whole world in such a
way that there is nowhere any reason for migrating — not till methods of
production are, in a way, unified on a world-wide scale, and not till consum-
ers’ wants are normal, can the rate of pay for laboring humanity as a whole
be natural ... The rate of wages that is realized in the one country differs by
a certain interval from the ultimate standard’ (p. 433). “We have tacitly as-
sumed that competition extends through [the world] and that such an influ-
ence as a mechanical invention originating in any part of this organism [??]
will produce effects in every other part’ (p.433). ‘Europe, America and
whatever other continents and islands are in close connection with them
constitute [the] center ... This central society trades with the outer zone, and
it sends labor and capital thither. For business purposes it is ... assimilating
belt after belt of the outer zone to itself ... Ultimately all will have been
absorbed’ (p. 435). ‘The wages that are thus made generally to rule in the
civilized heart of the business world contain an element that we may desig-
nate as quasi-profit. In this there is something akin to ... entrepreneurs’
gains’ (p. 436). ‘This premium which appears in the pay of laborers of Eu-
rope and America, as compared with that of men of Asia and Affica, ... is a
gain from a dynamic source only partially diffused. Friction prevents the
men of the outer world from sharing it now, although in the remote future
static forces, acting throughout the world, will give it to them’ (p. 437). ‘It is
the leaders in the adoption of fruitful methods of creating goods who get
profits ... Wealth is to abide with the swifter runners’ (p. 437).

Thus Clark can be said to be the originator of the center-periphery no-
tion, the latter being termed by him ‘the outer world’. He suggests an op-
timistic theory of convergence. There is no exploitation, only beneficial
diffusion. The advanced countries simply provide the temporary ‘entrepre-
neurs’. All is smooth development. Perhaps it is here that we notice most
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that Clark has no theory of human capital, but that labor is essentially, in
all employments and all countries, everywhere the same. Obviously, the
arguments of R. Lucas (1988 and 1990) were as yet unknown to him.

VI

Finally, we come to the evaluation of Clark’s main point in The Distribu-
tion of Wealth: ‘The question was whether wages, rent, and interest, if each
factor is paid according to its marginal product, exhaust the total product.
John Bates Clark, who had independently discovered [??] the marginal
productivity principle, asserted that they do’ (Niehans 1990, 252). Merely
asserted, and never even attempted to prove what is, of course, unprovable
and — in general and in particular for the modern world — wrong. The self-
evidently rising marginal cost curve was perhaps A. Marshall’s main ideo-
logical contribution to economics; for as a mathematician he knew that he
could not prove an equilibrium for — nor even the existence of — a per-
fectly competitive economy otherwise.® Every Sraffian will know how weak
this point is (see Sraffa 1926). And it is one of the most curious passages
of Nichans’s generally fascinating History of Economic Theory that he
seems to consider Ph. Wicksteed’s proof (completed by the critique of A. W.
Flux) of the exhaustion of total product by marginal productivity remunera-
tions a generally true statement (Niehans 1990, 252f.) and not only the
analysis of a very specific case. Clark’s analysis, of course, excludes
economies of scale.

The most prevalent cost situation in theory and practice seems to be one
of constant marginal cost together with a considerable level of fixed cost,
popularized for the case of foreign trade analysis by Helpman and Krugman
(1985). But even falling marginal cost situations are frequent; and of par-
ticular actuality is fixed cost with zero marginal cost. The value added in
retail trade is typically only a fixed cost item and so is most of teaching
with cost independent of the number of pupils. Passenger transport by train,
bus or aeroplane is a purely fixed cost operation — to be exact, in the case
of plane travel only nearly so, as fuel cost is not entirely independent of the
weight of the passengers transported. The vast field of research is a purely
fixed cost activity — relative to final product; and both advertising and fi-
nance have strongly declining marginal costs. Declining marginal cost can
be seen even in government finance, the USA so far issuing bonds at a

9 More exactly, profitable, or even zero profit competition, i.e. an equilibrium at
marginal cost equal to price, can only exist with rising marginal cost and not too
high fixed cost, or, at best, though with undefined firm size with constant marginal
cost, but no fixed cost.
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cheaper rate than Germany, Germany formerly having issued at a cheaper
rate than Austria (until doubts arose about her solvency) and the Republic
of Austria at a cheaper rate than her individual agencies, e.g. Asfinag, her
roads building agency.

As the Euler Theorem will tell you, in case of economies of scale mar-
ginal product remuneration will more than exhaust the product. Even in
material production, scale elasticities seem to hover around 1.05 or 1.1
(Streissler 1969), which would imply that marginal productivity remunera-
tion of all factors would be by something like five or ten per cent, possibly
even by more, larger than the whole ‘cake’ to be distributed. So Clark’s two
diagrams on his p.201 would have to be different from each other and
would not correspond to the total product. Some factor or factors have to
receive less than their marginal product.

In a globally integrated economy the price of (financial) capital is set
internationally. But the question is whether actual returns do not substan-
tially surpass this supply price. At least, this might be the case for expected
returns, while actual returns are on average astonishingly modest in many
countries and in many periods: Businesses are not immediately wound up
in case of very low profits or, in the case of many new internet firms, it is
thought a great success if any profits result eventually. In addition we have
to reckon with a substantial amount of total business failures, lowering real-
ized returns. How does one introduce bankruptcies into marginal productiv-
ity analysis? On the other hand, in the developed modern world wages are
contractually fixed for at least a year, in many cases even for two. But at
present, business conditions vary more frequently. Bailey (1974) has argued
that wages are therefore set below the (average over the period) marginal
productivity of labor, because a risk premium for variable business condi-
tions has to be subtracted, workers receiving basically both a labor contract
and an insurance contract.

If we look at historical development we see that in the developed world
near riskless capital has been available at a nearly constant rate of return of
about three to four, at most five, per cent and this at least since the begin-
ning of the 18th century, in the Low Countries or Italy possibly since the
15th century. Can this be the result of an autonomously and secularly con-
stant marginal productivity of capital? That would be highly implausible.
More likely the rate of return was more or less conventionally fixed and
business conditions adjusted to that predetermined given. And the firms
were capital-rationed for reasons of imperfect information on their pros-
pects.

Basically, it is therefore more than dubious what one can deduce for
actual distribution from a perfectly competitive case with rising marginal
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cost curves all round and a linear homogenous macroeconomic production
function; and all that in the never-never-land of the eternal present moment.
Equally, it is uncertain what relevant propositions can be derived from
Clark’s ‘statics’. But not only Clark’s contribution to economic analysis is
dubious. It is just as unclear what Clark actually took from the German
economics of his days of studies there. Clearly, he assimilated a concept of
‘organism’ and ‘organismic’, which he largely misunderstood. He uses that,
however, mainly as a figure of speech. Probably it was the same with his
utility notions, which play hardly a significant role in his work and are
mixed up with marginal productivity notions in an original but most ques-
tionable way; and possibly he took from Germany the notions of ‘social’
capital and ‘social’ labor which make him mix up average and marginal
entities. Clark certainly took much more from English economics, from
Jevons (1871) and Marshall (1890 ft.), including some basically untenable
ideas.

Perhaps we can therefore summarize: The Distribution of Wealth is a
collection of certain German mistakes mixed up with much more serious
English blunders and a liberal helping of home-grown American value judg-
ments. Der Rest sei Schweigen.!10
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American Students in Germany, 1871-1914.
A Retrospective View

By Nicholas W. Balabkins, Bethlehem (PA)

For the average American, the unique experiment in the transfer of Ger-
man economics and culture to the U.S. in the second half of the 19" cen-
tury is ancient history now. The same is true for the average German today.
This is perhaps not surprising. For Joseph A. Schumpeter, German econom-
ics of that period was also nothing but “unendliche Geschichte” (endless
history). I would like to reject that dismissal of German economics in the
second half of the 19" century.

As reported by Professor Joseph Dorfman (1955, 31), the professional
science of economics did not exist in the United States before the 1880s or
even 1890s. Prior to that time, economics, as a rule, was taught in the
philosophy or social science departments of colleges and universities. In
fact, during the first one hundred years of America’s existence, economics
as an independent discipline was a rather wilted flower. In an essay written
in America’s centennial year, 1876, Charles F. Dunbar said Americans had
contributed virtually nothing to the development of economic theory. Fur-
thermore, before the Civil War, there was no need for professional econo-
mists for two reasons. First, the major economic and social issues were left
to state legislatures run by politicians who knew nothing about economics
and did not care to know. Second, making money was magic to ambitious
and intelligent young men, and, for this reason, it was difficult to attract
able minds to social sciences in general and to economics in particular.!

Another reason for the relative backwardness of the economics profession
prior to 1861 was the fact that the great majority of the population was
engaged in farming, and the urban population constituted only 20 percent
of the total population. Also, as Farnam (1908, 4) writes, the prevailing
public opinion of the country held that “every decent human being could
occupy almost any government office of the land”. The widely accepted
“spoils system” of government appointments meant that there was no de-
mand for a well-trained professional class. Furthermore, there prevailed a
certain disdain by the practical businessman for poorly paid university

I Farnam (1908, 3).
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professors or scientists. Only the “dumb” taught; all bright folks made
money. Finally, the relative poverty of American universities of the time
meant that economic subjects were usually taught together with philosophy
by the president of a university, who, as a rule, was a successful business-
man himself. He had little time to specialize in economics and no incentive
to write books or papers. He was too busy making money. His mind was
geared to solving economic problems and making money, and he did not
wish to waste time on “armchair economics”. Prior to the Civil War, the
American Political Economy did not exist.

I. The Early American Economists

The first American economist of considerable standing was Benjamin
Franklin (1706—1790), but the man who unquestionably put American eco-
nomics on the map was Alexander Hamilton (1755-1804), the first Secre-
tary of the Treasury. Hamilton’s Report on Manufacturers, submitted to
Congress on December 5, 1791, is one of the “great American state papers
and in a sense may be the first American treatise on political economy”.2
Having surveyed the newly-founded nation and its industrial future, eco-
nomic progress and well-being, Hamilton rejected the laissez-faire wisdom
of Adam Smith for the U.S. Instead, he advocated nurturing “infant indus-
tries” through protective tariffs, an idea that found eager ears in the country
and was “repeated for a century and a half after he put them forward”.3

What Adam Smith preached in the form of the powerful doctrine of indi-
vidualism, self-incentive, and private profit, Hamilton qualified and partly
rejected. What may have been true for England in 1776 was not necessarily
valid, applicable and transplantable to the United States around 1800. Hamil-
ton rejected Smith’s dictum of the benevolence of laissez-faire, and proposed
the use of selective government stimulation and encouragement to establish
manufacturing industries. He knew from experience what awesome competi-
tive pressures British merchants could bring to bear. Without protection, the
new American industries stood no chance. Hamilton also knew that British
mercantile interests were ably supported by the British navy.

Another American, not an economist by training but a relatively idle
lawyer of Baltimore, Daniel Raymond, published in 1820 his Thoughts on
Political Economy.* Raymond was a sharp critic of the laissez-faire doc-

2 Mitchell/Louise (1947, 263).

3 Mitchell (1976, 217). See also, Mitchell (1987, 342). For a fuller treatment of
the subject, see Mitchell (1962).

4 Petrella (1987).
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trine. As an American, a citizen of a sovereign but undeveloped and agri-
cultural country, he argued that the aim of political economy should be the
promulgation of rules, laws and regulations to maximize the well-being of
Americans. He energetically supported the use of protective tariffs to aid
American industry.

Even though Raymond’s book never had much influence on the aca-
demic economists, it probably had considerable influence on the relations
between American and German economists. It is entirely possible, for ex-
ample, that Friedrich List, a German immigrant living in Pennsylvania, was
influenced by Raymond’s work. In fact, at the end of the 19th century,
Charles P. Neill (1897), in his essay on Raymond, tried to draw parallels
between List’s basic ideas and a new 1823 work by Raymond. It was List
who made the first contacts between American and German economists.
List and Henry C. Carey of Philadelphia contradicted Smith’s dictum that
private enterprise, self-interest, competition and division of labor were ap-
plicable everywhere in the world. Nations are in different stages of develop-
ment, the Americans argued, and for this reason require different policy
measures. Laissez-faire might have suited Britain in the late 18th century,
but “let alone” economic policies were useless for the United States and
Germany. To catch up with Britain, Hamilton, List, Raymond and Carey
called for positive encouragement by government authorities. An industry
must be protected in order to be established.

Around the middle of the 19th century, Carey also helped promote intel-
lectual ties between the U.S. and Germany. Carey had not studied in Ger-
many, but he had visited the country, liked it, and developed an enormous
respect for things German. In his Principles of Social Science he wrote that
“Germany stands first in Europe in point of intellectual development and in
advancing the physical and moral condition of the people with a rapidity
exceeding that of any other portion of the eastern hemisphere.”?

II. Germany: The Magic for Young American Students

In the 19th century, Prussia and the other German states underwent rapid
industrialization. Railroad building and the growth of the iron-making and
iron-working, chemical, and machine-building industries changed the land-
scape profoundly. The inevitable decline of the rural population, the swell-
ing numbers of the urban population, the spreading materialism and greater
egalitarianism, and the emergence of a superb system of higher education
and empirical research, well-funded and directed from Berlin, became

5 1867 edition, vol. 2, p. 146.
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magic to many foreigners, including Americans. They flocked to Germany
in great numbers after the unification of the German Reich in 1871. Amer-
ica’s future engineers, chemists, and physicists were attracted to Germany
by its excellent research institutes and famous academics. America’s future
economists were drawn to Germany by the writings of Bruno Hildebrand,
Karl Knies, Wilhelm Roscher, Adolph Wagner, Gustav Schmoller, and Jo-
hannes Conrad, who proposed new and radical ways of “doing economics”.
These economists were great innovators who had no use for the former
wisdom of Kameralwissenschaft, spiced with the spreading messages of
Adam Smith.6 They also pooh-poohed the “Armchair Economics” of Ger-
man university professors. These German academic innovators promulgated
and demanded hands-on research on the pressing social and economic is-
sues of Germany.” Taking an epistemologically broad-based approach, the
new economists conducted solid empirical work of considerable merit, even
from the perspective of the 1960s.8 Alas, among English-speaking econo-
mists, these German economists never attained meaningful standing, but
were dismissed as “German Economic Historians”.

In the 19th century, well-to-do young Americans were sent on the “Grand
Tour of Europe” to round out their education. Such tours usually started in
Great Britain and continued through Germany and France and on to Italy
and Greece. Some even went to the Holy Land. Because graduate schools
hardly existed in America until the late 19th century, young Americans want-
ing to complete their professional education had to look abroad. They were
particularly drawn to Germany because of the quality and reputation of its
magnificent universities. These Americans were serious students, not aca-
demic dilettanti.® They were generally of two types: future scientists, primar-
ily chemists, such as Caldwell, Chandler, and Nicholas; and men of letters,
such as Bancroft, Everett, and Longfellow. English universities at that time
had the reputation of being outdated. Furthermore, Cambridge and Oxford
still “required students to acknowledge the thirty-nine articles of the Angli-
can Church. This was anathema to the American young men and went
against the grain of other non-Anglican Protestants.”10 In contrast, German
universities had been reformed along the lines suggested by Humboldt in the
early 19th century. They had transformed science “into a status approaching
that of a professional career and into a bureaucratic, organized activity”.!!

6 Stieda (1906).

7 For an excellent volume, see Grimmer-Solem (2003).
8 Obershall (1965, 76-92).

9 Buchloh/Rix (1976, 11).

10 Tbid., p. 14.

1 Ben-David (1971, 108).
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This transformation made research a necessary qualification for a university
career, and an indispensable function of a university professor. For these
reasons, an estimated 9,000 Americans went to Germany to study!? between
1820 and 1920. The University of Géttingen, my Alma Mater, [since 1866]
one of the most dynamic of Prussian universities, was particularly attractive
to Americans.

The overall impact of such restructured German universities was that
some German universities became the center of world-wide scientific com-
munities in their respective fields. By sheer concentration of efforts, Ger-
man scientists had an edge over everyone else in the world. Mindful of that
edge, American youngsters flocked by the thousands to the Universities of
Berlin, Heidelberg, Gottingen, and Leipzig. In addition to becoming the
world’s leader in the natural sciences and mathematics, German universities
also gained prominence in social sciences, such as sociology, history, eco-
nomics and experimental psychology. German economists, like Wilhelm
Roscher, Bruno Hildebrand, Karl Knies, Gustav Schmoller, Adolph Wagner,
Lujo Brentano, have popularly — and, in this writer’s mind, mistakenly —
been dubbed members of the German Historical School of Economics. To
this writer, these economists could have been more aptly called capitalist
Welfare-oriented economists or, following the suggestion by Johannes Con-
rad (1923, 509), advocates of policy-making economics.!3

III. The Marxist Threat in Germany

Germany’s rapid industrialization, the swelling ranks of the city dwellers,
working-class squalor and shoddy tenement houses led to the emergence of
serious class tensions, to put it mildly. In 1844, Germany had been shocked
to the core by the massive Weber-Revolte (Weaver’s Revolt) in Silesia. And
in 1848, the Communist Manifesto was another powerful indictment of the
social conditions of the factory workers. In the dominant ideology of the
British “laissez-faire”, the non-stated social policy was “don’t get sick”,
“don’t have an accident in the factory”, and above all, “don’t get old!”
Marxists preached open class warfare and minced no words about their
desire to overthrow the existing social order and replace it with the “dicta-
torship of the proletarians”. Alas, the doctrine of laissez-faire had gained
considerable currency in the German industrial community, in some govern-
ment circles, and in a number of universities. By mid-19% century, German
economists like Wilhelm Roscher, Bruno Hildebrand and Karl Knies had

12 Herbst (1965, 1-2).
13 See also, Diehl (1915, 737 and 753), where one finds the names of Conrad’s
American students of economics.
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not only rejected the universal validity of classical economics, but insisted
that it was inadequate to deal with the social consequences of rapid indus-
trialization. They sought to avoid the social fiasco of laissez-fairist England
of the first half of the 19" century.

These German economists were bent on preventing Marxist-inspired so-
cialists from revamping Germany into a dictatorship of the proletariat, from
eliminating the private ownership of the means of production in agriculture
and industry, and from abolishing the market economy. In 1872, they formed
the Verein fiir Sozialpolitik, in hopes of mitigating the unrestricted interac-
tion of unequal private interests in the market place. To them, the common
welfare was more important than narrow private interests. The members of
the Verein were united in their opposition, on moral grounds, to the natural-
law doctrines of classical economics, and they believed governments must
protect the economically weak from the economically strong and greedy by
promulgating indispensable welfare legislation.!4 These German academics
condemned the actions of anarchists, terrorists, and bomb-throwing nihilists.
The Verein members also stressed “the indispensability of historical study
for the development of legislation”, designed to improve the social and
material lot of the industrial masses of Germany.!> Under Bismarck’s force-
ful leadership in 1883, Germany passed the Sickness Insurance Law. The
Accident Insurance Law followed in 1884, and, in 1889 came the Old Age
and Disability Insurance Law.

Once the trickle of young Americans going to German universities be-
came a stream, a unique and today almost forgotten transfer of knowledge
got under way. From Germany to America in endless flows streamed ma-
chinery, technology, inventions, scientific know-how, and German-trained
American brainpower.!® Many social scientists among these German-edu-
cated young men contributed substantially to the renaissance of America’s
intellectual life in the 1870s and 1880s.!7 Apart from their native Ameri-
can English, they became very much at home in German, and some even
in French. They were not the contemporary “English only” type scholars!
They returned to America with the idea that an economist must be able to
link book knowledge and practical experience. German universities were
largely designed to train men for the civil service in its various branches.
They resembled what West Point and Annapolis were to the American

14 Herbst (1965, 144-145).
15 Tbid., p. 148.

16 See for instance, The Greatest of Expositions Completely Illustrated (n.a.,
1904), pp. 24, 64, and 84 for German exhibits.

17 Commager (1950, 227-246 and 310-335). See also, Dorfiman (1955, 17).
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army and navy, wrote one former American student in Germany.!8 Many
of these men later were founders of the American Economic Association
in 1885.

The transfer of German culture continued up to the outbreak of World
War 1. It diminished rapidly in the 1920s, and with the onset of the Nazi
persecution of the Jews in the 1930s, things German became viewed as
barbaric. Most Americans today are virtually unaware of the half a century
of intense intellectual links that existed between Germany and the United
States prior to World War 1.

IV. American Economics Majors in Germany

In 1906, Professor Henry W. Farnam of Yale University sent out 126
questionnaires to former social science students in Europe; 116 replied. Of
them, one-half had studied in Germany. According to this survey, John B.
Clark was the first to go to Germany in 1873 after the Civil War. He re-
mained there for two years and studied under Wilhelm Roscher and Karl
Knies. Eventually, he became a professor at Columbia University. In 1875,
he was followed by Henry W. Farnam, Edmund J. James (later President of
the University of Illinois), and Joseph French Johnson, later a professor at
New York University. In 1876, Simon N. Patten, later professor of econom-
ics at the University of Pennsylvania, and, in 1877, Richard T. Ely, who
later taught at Johns Hopkins University and the University of Wisconsin,
followed suit. Arthur T. Hadley, later president of Yale University, went to
Germany in 1877, and Frank W. Taussig, later at Harvard University, spent
a winter at the University of Berlin, studying Roman law and political
economy. Later in life, Taussig often acknowledged the influence of Adolph
Wagner.!? Also in 1879, E. R. A. Seligman, later at Columbia University,
and Albion W. Small, later professor of sociology at the University of Chi-
cago, followed. Many others followed in the 1880s, even though their
names are almost forgotten today.20

In 1890, Edwin R. Gay, later at Harvard University, went to Germany and
stayed for more than a decade.?! J. Laurence Laughlin, later of the University
of Chicago, sailed for Germany in 1891 and Francis Walker went in 1892.
Many, many others followed.22 Approximately one third of all American so-

18 Ely (1938, 187).

19 Schumpeter (1951, 195).

20 Dorfman (1969, 87-98 and 160-205).

21 Heaton (1952, 30).

22 The above data was taken from Farnam (1908, 25-27).



214 Nicholas W. Balabkins

cial science and economics students returned with German degrees. What is
important to keep in mind is that, as Farnam (1908, 27) confessed, his years
in Germany had opened up for him an entirely new world.

Young American would-be economists and would-be historians were fa-
vorably impressed with the way in which social sciences were taught in
Germany. In addition to the above-mentioned scope of German academic
freedom, history and economics enjoyed considerably more public attention
there than in America. Furthermore, the study of history and economics
commanded considerable popular respect as well.23

V. The Example of Richard T. Ely

For the influence of German economic thought on American economics
the education of Richard T. Ely is particularly instructive in understanding
the transfer of the new German economics spearheaded by Gustav Schmoller,
Bruno Hildebrand, Wilhelm Roscher, Karl Knies, Adolph Wagner, and Jo-
hannes Conrad, to mention a few names. In the Anglo-Saxon economics
literature, these folks had been doing nothing but economic history. How-
ever, today we know that these scholars were competent statisticians, who
carefully collected material on the “Social Question” of rapidly industrial-
izing Germany. The spreading class warfare and Marxist agitation called for
revolution. These scholars wanted to do something about it. History, per se,
was of little interest to them. They needed a solid empirical foundation to
solve a variety of practical social and economic problems.24

Ely sailed for Germany in May of 1877.25 Upon arrival, he spent a sum-
mer learning the German language in Kiel, and then proceeded to the Uni-
versity of Halle, where he met a fellow American, Simon N. Patten, the
future professor of economics at the University of Pennsylvania in Philadel-
phia, as well as Edmund J. James and Joseph French Johnson, who went
on to become prominent American academics.

In Halle, the young Ely met and worked under Professor Johannes Con-
rad, who was chiefly interested in problems of agrarian policy and agricul-
tural statistics.26 Conrad was the well-known author of a textbook in eco-
nomics, Grundriss der politischen Okonomie, which in 1923 was in its 11th
edition. In the spring of 1878, Ely went to the University of Heidelberg,
where he became a student of Karl Knies and Johann K. Bluntschli. Knies

23 Barkin (1970).

24 Grimmer-Solem (2003, 78).
25 Ely (1938, 37).

26 Ibid., p. 40.
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became Ely’s “Master”, and Knies’ idea that economics belongs “neither to
the natural nor to the mental sciences, but to the group of historical disci-
plines which have for their object the study of man in society in terms of
its historical growth” left an indelible impression on Ely.27

As a student of Conrad and Knies, Ely became convinced that history,
institutional knowledge, experience in data gathering, and statistical meth-
ods were indispensable tools of economic inquiry.28 He acquired a strong
dislike for the absolutism of classical economic theory, and he cast aside all
a priori doctrines of Smith, Ricardo, the two Mills, and Senior. The classi-
cal “mainstream economics” of that time consisted of the following compo-
nents: the natural law of self-interest and division of labor; the law of di-
minishing returns; the Malthusian law of population growth; the iron law of
wages; the law of rent; the law of capital accumulation; the law of com-
parative advantage; the law of value; and Say’s law of markets. These laws
were supposed to be valid regardless of time, place, existing institutions, or
the size of a country. These laws were believed to operate in the same way
as do all physical laws and were just as immutable.

Ely took his Ph.D. in economics summa cum laude in 1879.2% Upon
graduation, he went to Berlin, where he worked with the Director of the
Prussian Statistical Bureau, Dr. Ernst Engel, and with Professor Adolph
Wagner. Ely’s return to New York 1880 was quite difficult for him. After
three years in Germany, the transplantation back home to the unrestrained
laissez-faire type America was traumatic; he even considered returning to
Germany.3? Soon enough, Ely joined the faculty of Johns Hopkins Univer-
sity in Baltimore as a lecturer in political economy; there, in 1887, he was
promoted to the rank of associate professor.

At Johns Hopkins, Ely quickly became a leader of “action-packed new
economics”, something that he had brought across the Atlantic from Ger-
many. Ely was hostile to the classical highly deductive school of econom-
ics. The ten laws of Classical Economics were of alluring simplicity, but
were not useful as a guide in real life. “Laissez-faire” was a social fiasco,
as it was for Gustav Schmoller, and Ely was afraid of American socialists.
Ely, for instance, was aware of the great influence of Edward Bellamy’s
book, Looking Backward, published in 1887. It was a fanciful vision of a
technologically advanced and socially just society in America. It had an
enormous influence in this country and abroad. In fact, the American histo-

27 bid., p. 44.

28 Ely (1884, 43-45).

29 Schiabach (1973, 248-251).
30 Rader (1966, 1).
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rian Charles Austin Beard and philosopher John Dewey ranked this work
second only in importance to Karl Marx’s Capital 3!

Ely’s teacher at the University of Halle, Johannes Conrad, had urged the
American students attending his seminar to set up an American counterpart
of the Verein fiir Sozialpolitik in the United States to influence practical poli-
tics.32 Conrad felt that Americans must take a new attitude toward the whole
subject of social legislation. The young Americans were thus imbued with a
legislative zeal designed to cope with the excesses of unfettered laissez-faire:
exploitative, monopolistic practices, absence of meaningful collective bar-
gaining in the industrial sector, the lack of labor unions, slum-clearance pro-
grams, social security of any kind, maternity leaves, and health or accident
insurance at workplaces. All of the above legislation had been passed in Ger-
many in the decade of the 1880s. Germany had retained a viable market
economy and parliamentary democracy, and Germans had retained private
ownership of the means of production in industry and agriculture.

VI. The American Economic Association in 1885

With such ideas in mind, and, united in their rejection of laissez-faire
economics, the young American Turks — Adams, Clark, Patten, Seligman,
and Ely — founded the American Economic Association in 1885.33 The
creation of the Association was a stormy affair, to say the least, as Professor
A.W. Coats (1985) has noted. These German-educated economists were
rebels within the ranks of the American economics profession. They did not
like the sterility of the British classical economics which was being taught
at American colleges at that time.3* Ely (1938, 133) also wrote in his mem-
oirs that he and the other young American Turks had tried to set up an
organization which would have borne the name of the Society for the Study
of National Economy, sponsored by Simon N. Patten and Edmund J. James.
It would have been almost a replica of the German Verein fiir Sozialpolitik
established in 1872. Alas, the conservatives within the profession, gener-
ously supported by “money bags” sitting on the boards of trustees of
American Ivy-League universities, slowly, brutally, and mercilessly brought
this group of German-educated heretics to their knees.

Who were the most representative of these German-bred American social
scientists? Dorfman, in his short article of 1955, singled out five: John B.

31 Senn (2003, 315).
32 Ely (1938, 134).
33 Ibid., p. 121.

34 Tbid., p. 132.
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Clark, Edmund J. James, Richard T. Ely, Henry C. Adams, and Edwin R. A.
Seligman.?> One could easily add a few more individuals who played an
important role in the eventual evolution of the American Institutionalist
School of Economics around the turn of the 20th century.

One was Simon Nelson Patten, who met Ely at the University of Halle,
and who taught at the University of Pennsylvania from 1888 until his retire-
ment in 1916.36 German-educated, Patten’s brand of economics was heresy
in America at that time. But he persisted, and published his first book, The
Premises of Political Economy, in 1885. In the course of his thirty years at
the University of Pennsylvania, Patten published 20 books and more than
100 articles and essays. His New Basis for Civilization, published between
1907 and 1921, was his most popular work. He was a much admired and
inspiring teacher.3” Patten was not a classroom economist, because he often
suggested that the “place of the economist is on the firing line of
civilization”.38 His economics, in essence, was a revolt against classical
economic theories. He favored social legislation along the lines of the early
German capitalist welfare economists. His best known disciple was Rexford
Tugwell, who became influential under President Roosevelt in the 1930s,
and who exerted considerable legislative influence under the New Deal.3?
Patten heralded the economic and social developments of the New Deal,
something he clearly picked up in Bismarck’s Germany of the 1880s.

Another German-trained American economist was Edwin F. Gay (1867—
1946).40 In 1890, he sailed for Europe where he spent twelve and a half
years studying history and social sciences at various universities, learning
languages, and doing research.! In 1891, Gay went to Berlin, and in 1893,
he turned to the serious study of political economy and took courses with
Adolph Wagner and Gustav Schmoller. Wagner impressed the young Gay
with a number of important ideas and concepts. He denounced the doctrine
of “untrammeled individualism” as often being unecthical. He said govern-
ment should protect the economically weak, poorly paid, and disadvantaged
segments of society. And he called on economists to use their influence to
persuade legislators to pass wise and good laws — laws to regulate natural
monopolies, for instance, and laws to allow the operation of public enter-

35 Dorfman (1955, 23-27).

36 Meyerson/Winegard (1978), especially chapter 12, called Simon Nelson Pat-
ten: Economics and Social Thought in the Wharton School, pp. 145-155.

37 Nearing (1946).

38 Meyerson/Winegard (1978, 148).

39 Ibid., p. 153.

40 Hamilton (1974).

41 Heaton (1952, 30).
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prises in certain sectors of the economy. Gay admitted that he was very
much attracted to this interventionist creed of Wagner.42 But it was Schmoller
who really fired up Gay and touched off his interest and enthusiasm for the
“new” German economics. Schmoller taught Gay that “economics could be
brought into close interrelation with psychology, ethics, history, and politi-
cal science to produce a real science of society”. That is, in economics, one
explores not only the relationships between man and material goods, but
also the relationships among men. Furthermore, economic phenomena are
an inextricable part of social life and must be always evaluated from an
ethical point of view.

The second reason for Gay’s attraction to Schmoller’s work was
Schmoller’s concern for the social betterment of the masses and his desire
to create “a science of economics which would serve as a sure guide for
policies of social betterment”.*3 Schmoller disdained the speculative as-
sumptions of the classical economists. He turned to the study of history, the
study of institutions and their evolution, and the study of social statistics to
make economics an inductive science that was realistic and factual. During
his lifetime, Schmoller insisted that economists must learn history in order
to have a solid ground under their feet. Once they have it, general principles
are likely to emerge, and economists can effectively lobby legislators, gov-
ernment officials, etc. Economics for Schmoller was not a science for the
classroom only. Gay found Schmoller in his seminar to be “calm, judicial,
slow of speech, methodically proceeding step by step, convincing by the
completeness of his treatment, yet tolerant and humble” .44

Gay wrote his dissertation under Schmoller on the English enclosure
movement and earned his doctorate in 1902 with highest honors from the
University of Berlin.45> Gay’s biographer wrote later that his long years in
Europe “had permitted his scholarship to become wide and deep”.46

Alas, Earl J. Hamilton, in his biographical sketch of Gay, wrote that the
“chief weakness of Gay’s German training was the lack of rigorous instruc-
tion in economic analysis — squeezed out of German universities in his day
by historicism — as a result of which he never fully understood the self-
regulating functions of a free market economy”.#’ Gay taught at Harvard
from 1902 to 1917 and from 1924 to 1936, when he retired. In 1919, he

42 Ibid., p. 38.

43 Ibid., p. 39.

44 Ibid., p. 39.

45 Ibid., pp. 56-57.

46 Ibid., p. 57.

47 See the Dictionary of American Biography (1974, 321).
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was a founder of the National Bureau of Economic Research and served as
its first president. In 1929, he served as president of the American Eco-
nomic Association, and in 1940 he was the first president of the Economic
History Association.

VII. German-Educated Social Scientists Receive
a Hostile Reception in America

A search of the Dictionary of American Biography turns up many more
German-trained social scientists, including Arthur Twining Hadley (1856—
1930), Charles William Macfarlane (1850-1931), Henry Rogers Seager
(1870-1930), Frank William Taussig (1859-1940), Frank Albert Fetter
(1863-1949), Charles Richmond Henderson (1848-1915), Abram Piatt An-
drew (1873-1936), Winthrop More Daniels (1867—1944), and Roland Post
Falkner (1866—1940). These and many others made contributions to Ameri-
can scholarship in the fields of history, sociology, economics, and theology.
Out of this broad-based German economics tradition eventually emerged the
Institutional School of Economics.

When they returned to America, many of the German-trained and edu-
cated young scholars experienced considerable difficulty in readjusting.
There were a number of reasons for this. For one, in Germany they had
gotten used to the idea that in the States they would enjoy academic free-
dom comparable to the Lehrfreiheit and Lernfreiheit (freedom of research
and instruction) they had known in Germany. Alas, they were taught an
unpleasant, severe lesson soon enough. Richard T. Ely, for instance, was, in
the eyes of J. Franklin Jameson, a German-trained American, “infatuated
with the German Historical School of Economics”.48 In no time at all, Ely’s
view of what the Federal government should do brought him into conflict
with his university, the American business community, and the mass media.
In his celebrated Outlines of Economics, he entitled part VI, “The Relation
of the State to Industry”,*® and offered a long list of the government’s du-
ties. His suggestions resembled those of Schmoller and the Verein fiir Sozi-
alpolitik. In 1894, after his move to the University of Wisconsin in Madison,
Ely was put on trial on the basis of trumped-up charges of “economic
heresy”.0 He was accused by Oliver E. Wells, Wisconsin’s superintendent
of public instruction, of having propagated socialist principles, even though

48 Rader (1966, 20).

49 See also his “Certain Psychological Phases of Industrial Evolution”, Ely
(1906).

50 n.a. (1894a).
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he had masked them as something else. In an article in the widely read
periodical, Nation, Wells said, Ely was “guilty of teaching and practicing
heretical economic doctrines”.5! Wells accused the professor of advocating
utopian, pernicious doctrines that supposedly justified attacks on life and
property. Besides being a bleeding-heart who took the cause of the poor
people, Ely was an organizer of labor unions, Wells said.5? Ely was com-
pletely vindicated at his trial and it was established once and for all that he
was not a dangerous Marxist socialist. This must have been small comfort
to the professor. After all, he was the most widely read economist in the
United States up to 1893, according to Rader. Ely was indeed an advocate
of a humanized and softer “market economy” with privately owned means
of production. He abhorred and feared Marxist-type socialism.5 From to-
day’s perspective, he was an advocate of Germany-style welfare legislation
of the 1880s. He wanted to introduce some measure of protection for the
little man by way of medical insurance, accident insurance and social secu-
rity.>4 Ely retained his post at the University of Wisconsin and he achieved
complete vindication.53

Others were not so lucky. Many unorthodox economics professors were
simply fired from their posts. John R. Commons was so dismissed and so
was Edward H. Bemis from the University of Chicago.¢ Being an eco-
nomic heretic or even an apostate in an environment of laissez-faire, where
businessmen controlled the boards of trustees of private universities, was
not easy in those days.

But the very idea of social legislation to improve the lot of industrial
workers, to permit the formation of labor unions, to legitimize their work
and to prescribe work rules, health codes, health, accident, and maternity
insurance, and unemployment compensation, was a near-heresy in America
of 1890. Laissez-faire was still the order of the day in the economic ar-
rangements in this country.’’ Ideas of social control and suggestions for
welfare legislation for industrial workers were repulsive, both to the Amer-
ican public and to many tune-calling social scientists. All German-trained
and educated social scientists — historians, economists, and political scien-

51 Rader (1966, 130).

52 Ely (1938, 219-221).

53 Reheis (1991, 445).

54 Balabkins (1993-94: 38).

55 n.a. (1894b). See also, Ely (1938, 232).

56 Public Opinion, vol. 19, 1895, pp. 296-297 contains many excerpts from nu-
merous newspapers, which castigated the ‘money power’ and the necessity of free-
dom of research in American universities.

57 Higgs (1987, 4, 22, and 77-105).
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tists — had to learn the hard way that German welfare legislation of the
1880s may have been acceptable in Germany, but was considered socialistic
or anarchistic in the United States.

The specific and lasting contribution of the intensive interaction between
America and Germany prior to World War I was in the field of American
higher education. Up to the mid-1850s, graduate schools did not exist in
this country, which was one reason so many young Americans went to
Europe. In the 1870s, America launched a vigorous reform of higher educa-
tion and German-style graduate schools emerged.>® The German university,
with its Lehrfreiheit and Lernfreiheit, became a mold for American reform-
ers, who proceeded to incorporate many German features into American
higher education.>®

Surely, the most tangible influence of Wilhelm Roscher, Bruno Hilde-
brand, Karl Knies, Gustav Schmoller, Johannes Conrad and other German
academics was on the American Institutionalist School of Economics. The
contributions of Thorstein Veblen, John R. Commons, Wesley C. Mitchell,
John M. Clark, Rexford G. Tugwell, Gardiner C. Means, Clarence E. Ayres,
John Kenneth Galbraith and others are well-known.®® Their work was pri-
marily concerned with the German intellectual departures in economic
thought that led to the assault on laissez-faire. The German economists
wanted to retain private ownership of the means of production in industry
and agriculture, while introducing the measures known today as a “welfare
net”: unemployment compensation, health and accident insurance, and other
employment benefits.

Thousands of Americans had earned their degrees in Germany prior to
World War I, including hundreds in the social sciences and economics. But
their impact on U.S. economic thought, in Schmoller’s view, was mixed.
Writing in 1911, he felt that two major schools of economics had emerged
in the United States: a theoretical one, linking up with the former English
classical school and incorporating elements of the Austrian School of Eco-
nomics; and the realistic school, which was influenced by German econo-
mists. Schmoller felt that the high intellectual level of the New England
states favored abstract modes of thinking, but that such a manner of think-
ing would produce “unrealistic, purely abstract literature”. The main repre-
sentatives of this school of thought were John B. Clark, Simon Patten,
Frank Fetter, Irving Fisher, Edwin Seligman and John Commons, among
many others. Clark, the leader of this group, was a first-class scientist, but,

58 Ely (1972).
59 Veysey (1965, 125-133 and 263-268).
60 n.a. (1963).
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in Schmoller’s view, his work was “Ivory Towerish” (weltabgewandt).6!
Schmoller went on to say that there was little agreement among abstract
American economic theorists. As he put it, there was almost “infinite
amount of sagacity, plenty of good ideas, speculation, but also a confusing
diversity”.62 The theorists, Schmoller said, were engaging in “wholesome
intellectual gymnastics” but sooner or later they would have to make a re-
alistic examination of their “unrealistic premises”.63

The second American school of economics, Schmoller felt, was realistic
and sober, and kept a proper distance from all socialistic ideas, thanks to
the influence of German training.

Schmoller was particularly happy about the emergence of the American
statistical tradition, which, he felt, would eventually overshadow the purely
speculative branch of American economics.%

Alas, Schmoller was wrong in this prediction. The Ivy-League universi-
ties of the American Northeast continue to practice extreme mathematiza-
tion of economics even today. Of course, there are voices who urge the
economics profession to return to the broad-based tradition of Gustav
Schmoller.

The late Harry Johnson of Chicago once wrote that in order to carry out
an intellectual revolution in economics, one must propound a doctrine with
three features. First, it must be summarized in a single sentence. In the case
of the Verein fiir Sozialpolitik, that sentence would be “The fear and dread
of Marxist socialism in Germany”. Second, an intellectual revolution in
economics must provide young economists with an excuse for ignoring the
work of their elders. Third, revolutionary economists must tell young
economists how to further that revolution. The Verein fiir Sozialpolitik fur-
thered their revolution by providing the necessary material for the social
welfare legislation in the 1880s. But, as the saying goes, “Rome was not
built in a day”. Not until the 1930s, during the years of the Great Depres-
sion, did the U.S. Congress under F.D.R. pass many of the laws that Ger-
man economists of the “Second German Reich” had put on the books in the
1880s. It took fifty extra years to transfer the rudiments of the German
capitalist welfare state to America.

61 Schmoller (1911, 453).
62 Tbid., right isle, p. 453.
63 Ibid., p. 453.
64 Tbid., p. 454.
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The Austrian Economists and the New Deal,
1933-1935*

By Hansjorg Klausinger, Vienna

1. Introduction

On June 9th,1933, readers of the Neues Wiener Tagblatt, a daily Viennese
newspaper second in reputation only to the famous Neue Freie Presse,
found a leading article pointing to (and warning of) the powers held by the
American president, Franklin D. Roosevelt:

There is none whose power equaled, even just approximately, his — Roosevelt’s.
Comparing him with Hitler, Stalin, and Mussolini turns out as misguided, if the
outreach of his power is considered. Stalin has power over the heads of a number
of his subjects. By actions of his government he can still deteriorate the standard
of living of the masses of the population to some degree. But nothing more.
Mussolini rules a nation of forty million people. Furthermore, he has great influ-
ence on European foreign policy. Hitler can rouse a race of sixty million to a fresh
start (or, in another opinion, to economic decay); he can also cause certain po-
litical or military evolutions beyond the borders of his empire. Yet none can do
what Roosevelt is capable of: he can — when using the powers conferred on
him — bring economic ruin to the whole of America and the whole of Europe.!

The author of this anonymously published article was Fritz Machlup
(/Machlup] 1933, June 9),2 and to a large extent it is representative of how

* This paper has been presented to the 2005 session of the Dogmenhistorischer
Ausschuss in Berlin. It has much profited from the discussion in the session, spe-
cific revisions due to the discussion have been indicated in the footnotes. For their
helpful comments I am grateful to all the participants. Furthermore, I thank Hans
Willgerodt for identifying the source of Ropke (1934b) and for providing a copy of
the original article. For permissions to quote from unpublished correspondence I am
very grateful to Duke University for the papers of Oskar Morgenstern; to the Hoover
Institution Archives for the papers of Fritz Machlup (copyright by Stanford Univer-
sity); to Helmut F. Furth for the papers of Gottfried Haberler, and to the Mises
Estate and Bettina Bien Greaves for the papers of Ludwig Mises.

I In the following contributions to daily and weekly newspapers are cited by their
date of publication, while all other references are cited as usual by the year of
publication. When the author of an anonymous contribution has been identified, this
is indicated by putting the author’s name between brackets. If not indicated other-
wise, all translations from German-language sources are my own.
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the economists of the Austrian school perceived of the American economic
policy associated with Roosevelt and the New Deal.

Other Austrian economists voiced similar concerns:3

I am certain that the United States will face even more severe crises than Europe.
I regard Roosevelt’s policy no less dangerous and ruinous than Hlitler]’s. (Mises
to Machlup, 11 Sep 1934, FMP 53/27).

Or with regard to Roosevelt’s monetary policy:

. a not inconsiderable part of [his] economic policy defies an explanation in
terms of economics, which must be replaced by psycho-pathology. (/Morgenstern]
1934a, 10).4

In the following we will focus on the crucial elements of the Austrian
view of the New Deal that gave rise to such rash judgments. The Austrian
economists mainly considered will be Ludwig Mises, Friedrich August
Hayek, Fritz Machlup, Gottfried Haberler, and Wilhelm R&pke.> Moreover,
because of constraints of time and space this study will cover only the
period of the so-called First New Deal, roughly from Roosevelt’s inaugura-
tion to the Supreme Court’s repeal of vital parts of the New Deal legislation
in 1935.

As the Austrian economists (with the possible exception of Mises) typi-
cally were cautious in spelling out their political views in scientific writ-
ings, e.g., in jou