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HISTORY OF ECONOMIC THOUGHT

Economic Theory and Society: A Plea
for Process Analysis

By Craururp D. Goopwin*

That the social sciences have grown up
linked with their subject matter presents
a unique challenge to historians. They
have not only to unravel the complex
strands in the evolution of theory but have
also to discover the relationships between
doctrine and the social milieu—both of
which are always changing. In my view
they have not answered this challenge
successfully.

One approach of the historian has been
explicitly to exclude the social context
when viewing the development of theory
and to ignore such matters as the ap-
plication of theory to policy, the environ-
ment in which economists work, and the
reception of economics by laymen. Mark
Blaug has followed this path to some ex-
tent in his important textbook. A second
approach is to concentrate on the theoret-
ical ideas of a single author, speculating
only incidentally and unsystematically
about how his ideas were stimulated, in-
fluenced, transmitted, applied, and re-
ceived. These two approaches leave un-
answered many important questions.

There have, however, been other at-
tempts to deal with aspects of the relation-
ship between the development of eco-
nomic theory and its social context. In this
paper I shall first comment briefly on this
literature and second suggest a possible
framework for analysis and research.

* IFord IFoundation and Duke University.
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I

The following synoptic survey of pub-
lished work in English is far from ex-
haustive. I give only enough examples to
identify patterns of research categorized
by topic.

1. Major Economists on Significant Pol-
icies. Historians of economics have ex-
amined the policy views of a few distin-
guished theorists on topics closely related
to the theorists’ areas of contribution; for
example, thorough accounts have been
written of the reflections of Adam Smith
on government activity, of Marshall on the
price system, and of Keynes on macro-
economic stabilizers. Descriptions have
been given also of the policy views of

“schools” of economists, such as the
Scholastics, Ricardians, and Institu-
tionalists.

2. The Miliew of Theoretical Inquiry.
Attention has been devoted to the social,
cultural, and economic context in which
specific theorists and schools of economists
have worked. Here the work of Mitchell,
Stark, and Parsons comes quickly to mind.
But as in category 1, the major theoretical
innovators and schools of thought have
received the lion’s share of work. A good
deal is known about Adam Smith’s life,
library, and even his clubs. Soon as much
may be known about Leon Walras. How-
ever, little has been written about the
background and associations of lesser
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lights or of less dramatic periods in his-
tory.

3. Regional Development of Economic
Thought. Most major countries have had
historians reflect to some extent on the
peculiarities of their social-scientific de-
velopment, and typically the relations be-
tween society and theory have been a part
of these studies. Joseph Dorfman’s monu-
mental Economic Mind in American
Civilization stands out. But attention has
been spotty. For example, a relatively
large amount has been published about
India and surprisingly little about Britain.

4. Outstanding Policy Themes. The sus-
tained interest of a succession of econ-
omists in major policy issues has at-
tracted some historians of economics.
Studies have covered discussions of such
topics as colonization and imperialism, de-
terminants of growth, solutions to unem-
ployment, industrial combinations, trade
unions, liberalism, monetary policy, and
the economics of education.

5. Socialist Theory and Policy. The rela-
tionship between the development of
socialist theory and its environment has
been treated almost as a separate field of
inquiry set apart from the rest of the his-
tory of economics.

Western observers of communist coun-
tries have attached substantially more
importance to the study of doctrinal in-
fluence than have students of noncom-
munist economies who tend usually to re-
gard ideology in their own society as
merely a rationalization of self-interest
and far less significant than such ‘“hard”
factors as pecuniary incentives, capital ac-
cumulation, and technological change.
Perhaps the influence of ideology always
seems stronger in other people, but for
whatever reason questions about the im-
pact of ideas on events have been asked
by Western economists more often about
the Soviet Union than about the countries
in which they themselves live.

The other part of the history of socialist

thought, that concerned with the evolu-
tion of socialist ideas in a nonsocialist en-
vironment, has received more complex
treatment. The historians have included
strong apologists for the doctrine as well
as bitter critics.

6. The Wider Impact of Economic
Theory. Only a very few studies have been
undertaken to assess the impact of eco-
nomics on a broad field of social policy.
One of these is Donald Winch’s account of
economics and economic policy between
the wars and another is R. D. C. Black’s
examination of economists and Ireland.
Some good work has been done on the
media ¢f the discipline, and on the learned
and professional societies, notably by
Professor A. W. Coats (1964, 1968, 1970).

7. Reception of Economics by Nonecon-
omists. The reception and interpretation
of economic ideas by noneconomists is a
field in which opportunities are many but
where little has been done. Work has been
confined mainly to the writings of a few
prominent literary figures, social re-
formers, schools of social thought such as
the Fabians, and political thinkers like
Thomas Jefferson.

II

I shall now offer some ex cathedra judg-
ments on this literature and state what I
find to be the main characteristics of it.

1. Concentration on Narrative. Despite
the training of most historians of eco-
nomics in the social sciences, they have
made little use of scientific technique. One
explanation may be that they have sought
in history refuge from a methodology
which they have come to dislike or mis-
trust. Another explanation is that the
field has included much concealed an-
cestor worship and has in some cases been
simply a means for advocacy of prede-
termined policy positions. Finally, his-
torians of economics have been frightened
by the complexities of using social science
tools on data which are difficult to
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quantify. Whatever the explanation, his-
torians of economics have seldom em-
ployed such techniques as statistical sam-
pling, tests of significance, or model build-
ing. They have been loath even to formu-
late hypotheses, let alone subscribe to
theories. I do not deny that narrative his-
tory has an important role to play in
evaluation of data, in laying the basis for
construction of hypotheses, and simply for
entertainment. What I do suggest, how-
ever, is that it is possible and useful to go
beyond the narrative.

2. Emphasis on Data Above Process. Re-
search to date linking the development of
economics with its social and economic
context has tended to be highly focused on
specific incidents and personalities rather
than upon the processes under investiga-
tion. For example, studies of the role of
economists in tariff formation have seldom
set out to improve our understanding of
how social scientists influence policy gen-
erally. They have concentrated on single,
discrete events such as repeal of the corn
laws. A basic complaint against this ap-
proach is that it lacks perspective and
often degenerates into recitation of anec-
dotes, distracting the reader from any
wider significance in the exercise. His-
torians of economics have made more use
of closely related data in the milieu of their
study than of categories of incidents of
similar type. For example, the discovery of
marginal techniques has been examined
usually by concentrating on the major
contributors of the 1870’s. Similarly, in-
cidents surrounding the birth of the multi-
plier and the quantity theory of money
have fascinated historians. But the gen-
eral process of theoretical innovation in
economics with simultaneous reference to
many periods in history has seldom re-
ceived equivalent attention. The same ap-
plies to the processes of interpretation and
diffusion. It is as if the demand analyst
devoted all his time to circumstances of
single households rather than to the be-

havior of households in general, as if New-
ton studied each apple for color, weight,
taste, and worminess without going on to
note the universal propensity of apples
to fall from trees. Or as if Archimedes saw
only the ring on his bath tub.

3. Isolation from Other Disciplines. Al-
though the subject matter of historians of
economics is society, with a few con-
spicuous exceptions they have made little
use of sociology, anthropology, or psychol-
ogy. There is no certainty that these dis-
ciplines would yield high returns, but con-
clusive attempts to find out have yet to be
undertaken.

4. Unevenness of coverage. Certain topics
far more than others have received atten-
tion, in particular incidents in the careers
of great innovators, the development of
powerful schools, and the evolution of
policies of current political significance.
Examination of the relationship between
economics and an area of policy, say that
toward land ownership and control, has
seldom been attempted, while the media
for the wider transmission of economic
ideas, such as the daily press, have almost
never received sophisticated study. Such
institutions as The Economist newspaper
and the Political Economy Club have been
examined more for their own sake than to
gain understanding of the processes of
which they were a part.

One explanation for the unevenness of
coverage is that historians of economics
have been reluctant to consider their sub-
ject as a genuine “field” of inquiry. They
have entered it apologetically and with
some embarrassment, or else briefly, inci-
dentally, as a hobby, and in their declining
years. Less leadership has been evident in
this field than in most others, the examples
of Viner, Stigler, Robbins, Spengler,
Hollander, and Mitchell being conspicuous
exceptions.

5. Evidence of Change. Despite the pre-
scientific character of the field there are
indications that it is ripe for change.
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Thomas Kuhn’s speculations about the
role of revolutions in science, although not
directed at the social sciences, have been
grasped avidly and have stimulated both
attempts to test Kuhn’s hypotheses and
additional excursions into the history of
science. Even if the Kuhn paradigm does
not prove to be applicable to economics,
its impact upon methods will still be
considerable.

IIT

I wish now, with humility, to suggest a
structure or conceptual framework within
which to relate research projects and
through which to point up major unan-
swered questions in the field. To construct
the framework I divide relevant social
processes into four main categories which
can then be seen as related by a network of
twelve “links.” The categories are as
follows:

1. Formulation of Pure Economic T heory.
This process includes the creative activ-
ities of individuals such as Adam Smith or
Walras and of groups such as the “Classi-
cal” or Lausanne Schools in constructing
theories and tools of analysis to explain the
operation of the economy or parts thereof.
This is the process which has received most
attention from historians of economics to
date.

I1. Enunciation by Professional Econo-
mists of the Policy Implications of Economic
Theory. This process covers the translation
of the canons of economic theory into
policy dictates by professional economists,
but not necessarily by the same profes-
sionals who first set forth the theory. This
category would include both the critiques
of mercantilism by Adam Smith and the
efforts of Frederic Bastiat to explain the
virtues of free international trade using a
body of market doctrine set forth before
his own time. The policy translations may
be closely linked with the innovative pro-

cess, as in the case of Keynes’ participation
in policymaking during the formative
years of his macroeconomics.

II1. Expression of Nonprofessional Opin-
ion on Economic Policy. The third process
is revealed in the large body of literature
generally referred to as popular political
economy or journalistic economics. The
writings of such persons as Harriet Mar-
tineau and much of the material in The
Economist newspaper would fall into this
category, but the activities of such bodies
as the British Association for the Advance-
ment of Science would be on a borderline
with Category II.

1V. Economic Activity. The final cate-
gory of process includes the wide range of
economic acts which are related to the
processes grouped under categories I
through III; an example in the public
sphere is tariff formation and in the private
sector is the decision to invest. The actions
may be by individuals important in them-
selves, such as finance ministers, or by
individuals important only in collectivities,
such as suppliers in the competitive market
process.

Conceptually, twelve uni-directional link-
ages can be visualized among the four cate-
gories of process; two links exist between
each pair of categories. For illustrative
purposes I have set forth the linkages in
Figure 1, and I will describe them first in
formal terms and then with generalized
examples selected from one field picked at
random, that of international trade theory
and practice.

The first link traces the effect of theo-
retical innovations upon the enunciation
of economic policy by professional econo-
mists, e.g., the impact of the theory of
comparative advantage upon defense of
free trade policies.

The second, the reverse of the first,
shows the impact of policy enunciation by
professionals upon the course of theoretical
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inquiry, e.g., the significance of free trade
polemics for research in the theory of inter-
national trade.

The third link relates the enunciation of
policy dictates by professionals to expres-
sion of nonprofessional opinion on eco-
nomic affairs, e.g., the effect of professional
free trade doctrine upon positions taken in
the mass media during policy debates.

The fourth link, the reverse of number
three, traces the significance of nonprofes-
sional economic opinion for expression of
policy views by professional economists,
e.g., the impact upon public statements by
professional economists of protectionist
propaganda.

The fifth link relates policy statements
by professionals to public and private eco-
nomic activity, e.g., the effect of interpre-
tations of market theory on actual tariff
formation.

The sixth reflects the impact of eco-
nomic actions upon professional policy
pronouncements, e.g., the effects of fla-
grant commercial monopolies upon the
flow of free trade propaganda from econo-
mists.

The seventh link relates nonprofessional
opinion on economic affairs to public and
private economic action, e.g., the effects of
popularizations in the mass media upon
commercial policy formation.

The eighth link, the other side of the
seventh, traces the impact of economic
actions upon nonprofessional discussion of
economic affairs, e.g., the impetus afforded
by a new tariff bill to newspaper discussion
of international trade policy.

The ninth relates nonprofessional opin-
ion to the progress of theoretical inquiry,
e.g., the effects of movements toward terri-
torial integration upon research into the
theory of markets.

The tenth, representing the impact of
new theory upon nonprofessional opinion,
may be the one which has changed most in
recent decades. A hundred years ago ex-
amples of nonprofessional appreciation of
the policy significance of theoretical inno-
vations were plentiful, for example, during
the corn law debates. Today they are rare.

The eleventh link, between economic
action and theoretical innovation, is re-
vealed in the stimulus afforded by market
restrictions to construction of new models
of the free market system.

It seems doubtful that the twelfth link
between the formulation of pure economic
theory and economic performance exists in
practice.

The links T have described are not sim-
ple and discrete and might perhaps even
be visualized more easily as a network of
loose influences. Or they may be thought
of as the functional relationships in a gen-
eral equilibrium system in which, after an
adjustment period, the results of an ini-
tiating change will reverberate throughout
the structure. In a dynamic sense, the
system has cybernetic characteristics with
feedback effect among the links. For ex-
ample, a theoretical innovation often may
have an impact upon economic perfor-
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mance which, in turn, may stimulate fur-
ther theoretical inquiry. The complexity
of the linkages should impress upon the
historian of economics the challenging
nature of his field.

v

I do not suggest that all research on the
relationship between the development of
economics and its milieu be conducted in
terms of the framework I have outlined—
or any other. The spontaneity and un-
structured character of much research
yield the most interesting results. What I
do urge is more attention to process, and
some analytical framework may help point
up this dimension of the work. A number
of specific good results could follow from
such a widening of research focus.

Llet me recapitulate. First, scholars
would be reminded of the need to explain
types of social phenomena as well as spe-
cific events, and of the value in formulat-
ing and testing hypotheses. Second, re-
scarch of related type as well as research
on related subject matter would be brought
more naturally before scholars. For exam-
ple, with a proper focus on process as well
as upon data, a student of medieval
thought might find as much enlightenment
from the results of research on the twenti-
eth century as he would from other studies
of the same time period—the body of ma-
terial to which now typically he makes
reference. Third, an individual, an institu-
tion, or an historical incident may take on
an entirely different appearance to an
historian of economics when viewed in the
context of social process rather than
merely as a landmark in the development
of economic thcory. In consequence, re-
scarch may be redirected, new questions
may be asked, and new data may be
sought. For example, research on such a
complex and neglected figure as Walter
Bagchot could usefully be directed toward
a whole range of questions arising from

reference to the links and processes out-
lined above. As an innovator in economic
theory (category I) Bagehot probably is
not worth serious attention, but as a man
of affairs profoundly influenced by eco-
nomic theory (category 1V), as a friend
and confident of professional economists
stimulating them to policy debate (cate-
gory I1), and as editor of The Economist
interpreting economic theory and its im-
plications to a nonprofessional audience
(category III), he has had few peers.
Bagehot also, of course, played a vital role
in effecting virtually all of the links de-
scribed above. Fourth, a concentration on
process analysis will reveal opportunities
for new research and new methods which
may not present themselves merely from
an unstructured examination of the raw
material in the field. At present research
priorities tend too often to be discussed
more in terms of the extent to which a
body of data has been sifted than with re-
spect to the quality of answers which have
been given to important questions.

One subsidiary effect which should fol-
low from a concentration on process
analysis might be a reorientation of text-
books and syllabi in the history of eco-
nomics. The traditional presentation of
material in temporal sequence need not be
eliminated, but it could be supplemented
by discussion of the processes and links in
the field.

In conclusion I must observe that the
type of structural ordering of the history
of economics for which I appeal has ana-
logs in several related disciplines. I have
already noted the search for generalities in
the history of science typified by the work
of Thomas Kuhn, Robert Merton, and
others. In the sociology of knowledge
Norbert Iilias has appealed eloquently for
an end to the dichotomy between the abso-
lutist and relativist positions in that field
and for a new research program to gain an
understanding of modern thought through
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the dynamic application of these two ap-
proaches taken together. In international
relations, recent research on elite groups,
networks, and so-called ‘“transnational
processes” has moved this subject on to a
new plane above the old preoccupation
with intergovernmental organizations for
their own sake. And so, in developing an
awareness of process and structure, his-
torians of ecenomics would not be alone.
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