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school” thoroughly dominated economic thinking and teaching in

France.! Adherents of the school were also to be found in the United
States and Italy, and liberal doctrines exercised a profound influence on
prominent German and British economists. Although its numbers and au-
thority began to dwindle after the 1870s, the school remained active and
influential in France well into the 1920s. Even after World War I, there were
a few noteworthy French economists who could be considered intellectual
descendants of the liberal tradition.

Despite its great longevity and wide-ranging influence, the scientific con-
tributions of the liberal school and their impact on the development of Eu-
ropean and U.S. economic thought—particularly on those economists who
are today recognized as the forerunners, founders, and early exponents of
marginalist economics—have been belittled or simply ignored by most twen-
tieth-century Anglo-American economists and historians of thought.

A number of doctrinal scholars, including Joseph Schumpeter, have
noted and attempted to explain the curious neglect of the school in the En-
glish-language literature. In citing the school’s “analytical sterility” or “indif-
ference to pure theory™ as a main cause of its neglect, however, their expla-
nations have overlooked a salient fact: that many prominent contributors to
economic analysis throughout the nineteenth and early twentieth centuries
expressed strong appreciation of or weighty intellectual debts to the purely
theoretical contributions of the liberal school.

In this article, I present evidence demonstrating that economists as di-
verse in analytical approach and ideological preference as Eugen von Bohm-
Bawerk, Vilfredo Pareto, Francesco Ferrara, Gustav Cassel, and Othmar
Spann found scientific merit in the works of various liberal economists. In
addition, I suggest that the Turgot-Say subjective value tradition, as embodied
and extended in the works of later French liberal economists, was the primary
scientific inspiration for two important movements in the evolution of nine-
teenth-century Anglo-American economics.

I Y or roughly the first three quarters of the nineteenth century, the “liberal
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One such movement involved British Commonwealth economists writing
in opposition to the declining but entrenched Ricardo-Mill orthodoxy in the
1850s and 1860s. Their explicit and thorough grounding in subjectivist lib-
eral economics led them to construct alternative theoretical organons which
comprised significant marginalist insights. This movement culminated in the
publication of William Stanley Jevons’ momentous work (Jevons [1871]
1970).

The second movement, which was heavily indebted to the French liberal
Frederic Bastiat, emerged in the post—Civil War United States and involved a
thoroughgoing attempt to recast economics as a pure science of exchanges or
catallactics whose foundations lie in the subjective data of human wants.
American catallactic economists also perfected a tradition of analysis of
money, banking, and macroeconomic fluctuations that was traceable to ear-
lier French liberal economists, especially Count Destutt de Tracy. Significant
elements of the United States catallactic tradition were embodied in the work
of Francis A. Walker, one of the first American economic theorists to achieve
worldwide recognition.

In the second section of this article, I adduce 51gn1f1cant ev1dence of the
neglect of the French liberal school in the Anglo-American doctrinal litera-
ture. The third section surveys the explanations of this oversight proposed by
earlier writers and suggests that these explanations fail to come to terms with
the extensive influence of liberal economics on the evolution of general eco-
nomic theory in the latter half of the nineteenth century. Detailed exploration
of some of the channels of this influence is undertaken in the next section.
The article concludes with a brief suggestion of the direction in Wthh an
alternative resolution of the issue must be sought. -

Evidence of Neglect

The leaders of the later British classical school dismissed their French contem-
poraries as, at best, epigones of Adam Smith and David Ricardo. As Marian
Bowley ([1937] 1967, 85) points out, compared to Ricardo’s abstract analy-
sis, “Say’s work necessarily appeared superficial and to have been directed
solely to the elucidation of what Ricardians consndered the simple’ problems
of market value.”

For example, the arch-Ricardian J.R. McCulloch ([1864] 1965, 13-14)
charged that “almost all continental economists,” in following Say’s utility
approach to value and price theory, “stumble at the very threshold of the
science” and “have yet to make themselves acquainted with its merest
"elements.”

In the view of J.E. Cairnes ([1873] 1965, 232), “every great step in the
progress of economic science (I do not think an important exception can be
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named) has been won by English thinkers.” With respect to the French liberal
school, Cairnes wrote that “the most characteristic doctrines of the English
school of Political Economy . .. found some of their most powerful cham-
pions and most skilful [sic] expositors on the other side of the Channel.”
Cairnes proceeded to characterize a number of leading liberal economists,
including J.-B. Say, Joseph Garnier, J.G. Courcelle-Seneuil, and A.E. Cher-
buliez, as “the interpreters to their countrymen of Adam Smith and Malthus,
Ricardo and Mill” ([1873] 1965, 313).

Not only did Cairnes portray liberal economists as little more than pop-
ularizers of classical doctrines, he also questioned their scientific methods.
Regarding Say,” he argued that “his reasoning on economic problems is
throughout carried on with a side glance at the prevalent socialistic doc-
trines” (Cairnes [1888] 1965, 30). In particular, Cairnes ({1888] 1965, 31)
questioned the Wertfreibeit of Say’s protomarginal productivity theory of fac-
tor pricing, which conceived the various income shares as dependent on “the
utility of the functions which land, capital, and labor respectively perform in
the creation of the ultimate product.” According to Cairnes ([1888] 19635,
31), in this theory, “economic laws . . . are confounded, in order to introduce
a moral argument in defense of the existing structure of society.”? In general,
Cairnes found “characteristic of the French school . . . a tendency to vicious
generalization . . . which, instead of elucidating, darkens the problems.”

The attitude of the British classical economists, typified by the statements
of McCulloch and Cairnes, that the liberal school contributed nothing that
was both original and worthwhile to scientific economics carried over to
mainstream Anglo-American economics in the neoclassical era. As T.W.
Hutchison (1973, 177) has noted:

The history of economic thought in the first half or three-quarters of the
nineteenth century was and still is portrayed in very Anglo-centric terms, as
though the theories which achieved for so long in Britain such an extraor-
dinary dominance and authority ... enjoyed a similar hold and authority
elsewhere in Europe.

This is most clearly evidenced in the fact that standard Anglo-American
histories of economic thought typically include treatments of one or two iso-
lated French economists, usually Say and Bastiat, as examples of classical
thought on the Continent. Those authors who do identify a specifically
French tradition in economics still end up conflating the liberal and classical
schools.

For example, Lewis Haney (1949, 847) duly recognizes that “the French
school of Liberalists has never been quite identical with the English in its
thought.” However, Haney (1949, 856) does not acknowledge any substan-
tive doctrinal differences between the two schools and ultimately judges the
“Liberalists” to be the “French representatives of the Classical School.”
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Eric Roll (1953, 319-21) points out that Say’s work is firmly rooted in
the utility approach to value theory initiated by eighteenth-century Italo-
French writers such as the Abbé Condillac. In view of his development and
refinement of this approach, Roll (1953, 323) regards Say “as one of the chief
founders of the formalist, equilibrium analysis which is the essence of pres-
ent-day value theory.” He also notes that Say “had an almost immediate in-
fluence in setting up a tradition. No important French economist after him
returned to the Ricardian theory of value” (Roll 1953, 323). And yet, in the
same work (318—19), Say is characterized as “an immediate and most faithful
disciple of Smith,” who gave a peculiar “twist” to the master’s doctrines. With
the exception of a deprecatory reference to the “optimism” and “providential
harmony” characterizing Bastiat’s work, Roll (1953, 302) does not discuss
Say’s French successors in the subjective-value tradition.

The liberal school fares no better in more recent works on economic
thought. Two illustrations will suffice.

In his text on economic thought, Henry William Spiegel (1983, 257-60)
disposes of Say’s contributions in a few pages at the end of a chapter entitled
“The Details of Smith’s System and Its Reorganization by Say.” For Spiegel
(1983, 258), Say’s Traité was not a scientific contribution in its own right,
but “the foremost instrument of propagating Smith’s thought in the early
nineteenth century.” Spiegel attributes the great success of Say’s book on this
level to the fact that “French writers have the great gift of orderly and coher-
ent exposition, which displays logic and consistence in a manner especially
suited for purposes of instruction.” Finally, Say’s position in the subjective-
value tradition is given short shrift by Spiegel (1983, 259), who contends that
Say was “a forerunner more of the thought than of the full-fledged theory [of
subjective value], of which their were earlier pioneers in French economic
thought.” Following up on this view, Spiegel (1983, 340) summarily dismisses
Say’s successors in the liberal school with the comment that “classical eco-
nomics found a persuasive apologist in Bastiat, but there was little scientific
work that would have continued the tradition of Say.”

Similarly, D.P. O’Brien,’in his survey of the classical economists, does not
recognize a unique French tradition in economics that extended beyond Say.
Thus he writes: “Say it is true was followed by Destutt de Tracey [sic] but
the latter was a minor writer and Say’s influence was on the whole limited at
least in respect of his value theory. Only in Dublin, at Trinity College, was
there a continuing tradition of subjective value theory” (O’Brien 1975, 106).

O’Brien’s statement epitomizes the almost total ignorance of nineteenth-
century French economics that characterizes modern English-speaking econ-
omists and even historians of thought. In fact, as I shall argue below, for over
one century following the publication of Say’s Traité, the keystone of French
theoretical economics was precisely-the subjective theory of value as it was
formulated by Say. :
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Previous Attempts at Explanation

Since World War II, there have been a number of attempts by doctrinal schol-
ars conversant with the development of Continental economics to explain
and rectify the lack of recognition accorded the French liberal school in the
Anglo-American literature. In his monumental History of Economic Analy-
sis, Joseph Schumpeter (1954, 491) challenged the long-entrenched British
classical view of Say as one “who had been able to rise to Smithian, but had
failed to rise to Ricardian, wisdom.” Schumpeter (1954, 492) countered with
the insight that Say’s work “grew purely from French sources” and repre-
sented a development of the great “Cantillon-Turgot tradition” which
reached back to the Scholastics. More importantly, Schumpeter (1954, 497)
called attention to Say’s successors “in spirit and in doctrine” as a self-con-
scious school of thought which, dating from the appearance of the Traité,
“boasts of a history of about a century.”

Additionally, Schumpeter suggested a number of factors that tended to
militate against due recognition of the liberal school. First, Say’s facility for
clear and concise expression or “superficiality of exposition” is easily con-
fused—and was so confused by the Ricardians—with “superficiality of
thought.” Ironically, it was the very success of Say’s Traité that “confirmed
contemporaneous and later critics in their diagnosis that he was just a pop-
ularizer of A. Smith” (Schumpeter 1954, 491). Second, Say’s later followers,
in reaction to a strong socialist presence in France prior to 1848, were vocif-
erous in their support of laissez-faire and anti-étatiste doctrines and policies,
and, according to Schumpeter (1954, 497), “this naturally accounts for the
hostility of modern critics [to Say]. Finally, as a result of their almost exclu-
sive focus on economic policy, French liberal economists “lacked interest in
purely scientific questions and were in consequence almost wholly sterile as
regards analytic achievement” (Schumpeter 1954, 497).

Seven years prior to the publication of Schumpeter’s work, Maurice La-
montagne (1947) published a neglected though important article on French
contributions to economic theory in which he anticipates some of the main
points made by Schumpeter.* In this article, Lamontagne (516—17) notes that
Say drew his inspiration, especially in value and price theory, from eigh-
teenth-century Italian and French subjective-value theorists such as Galiani,
Turgot, and Condillac. By virtue of their adherence to a utility-based expla-
nation of value and price, liberal economists following Say constituted a self-
conscious school of thought, one distinct from the British classical school.
According to Lamontagne, “the psychological aspect of value, so clearly in-
dicated in Condillac’s work, has never disappeared from the French economic
literature. Even Say and his immediate disciples followed the tradition; for
that reason they never identified themselves with English Classicism™ (522).

Lamontagne demonstrates, moreover, that Say’s influence on French eco-
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nomics persisted well into the twentieth century. He concludes that “Say is

probably the economist who exerted the greatest influence in France; we have

to go back to him if we want to give a full explanation of the trend which
economic theory has followed in that country. He set up a tradition which is

still strong, even in present-day literature” (LaMontagne 1947, 523).

Finally, like Schumpeter, Lamontagne (1947, 528) attributes the modern
neglect of the liberal schoo! to its lack of innovation in pure theory dating
from the time of Walras.’ Unlike Schumpeter, however, he ascribes the alleged
theoretical sterility of the school to Say’s methodological aversion to “the use
of formal mathematics” (LaMontagne 1947, 523). He argues further that

Say’s strictures against the use of mathematics in economics also account for
the failure of the Lausanne school and of marginal utility theory to have
taken root in France.

In his recent treatise on economic thought, the late Karl Pribram (1983,

191), a European-trained economist, has emphasized the “fairly general in-
difference of the French nineteenth-century economists to problems of eco-
nomic theory.” He does not believe that this fact can be fully explained by
the liberal economists’ overriding concern to refute the claims of socialism or
by a narrow institutional focus absorbed from the Physiocratic tradition.
Rather, Pribram (1983, 191) argues along the lines of Lamontagne that strict
adherence to methodological precepts originally laid down by Say “prevented

- the elaboration of concepts of .higher abstraction and the development of
procedures of refined hypothetical reasoning.” o

According to Pribram (1983, 190), Say’s position was a reaction against

Ricardian cconomic theorizing that “started from abstract principles which -
were not petfectly founded in the facts.” Say “insisted on.the use of Baconian
methods of observation as exclusive instruments of economic analysis.” Thus,
for Say, the task of political economy was to establish “connections among
observed facts.”® , : Lo .

Peter Groenewegen has recently reaffirmed and elaborated Turgot’s influ-
ence on Say and the liberal school. Groenewegen (1983, 599-605) demon-
strates that it is precisely in those areas in which Turgot’s influence on Say
and French economics is strongest (namely, value and interest theory and
economic policy) that the differences between the British classical and French
liberal schools are greatest. Even the characteristic French liberal welfare doc-
trine of “the existence of social harmony under conditions of free trade” is
shown to be foreshadowed in Turgot’s writings (Groenewegen 1983, 603). In

general, the liberal economists considered Turgot “a hero and great precursor .
of their views” (Groenewegen 1983, 602).

' Groenewegen (1983, 605) also argues ‘that the neglect that Turgot’s €co-
nomics has suffered in the twentieth  century is largely due to the fact that
“his uncompromising position of economic liberalism was seized upon and
fully exploited by the French school and carried to extremes.” Nor did it help
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matters that the liberal school, as the bearer of Turgot’s influence in theoret-
ical economics, “was not strong in economic analysis” (Groenewegen 1983,
603).

In sum, doctrinal experts have cited three factors as contributing to the
neglect of Say and the French liberal school by English-speaking economists.
First, there is the tendency to perceive Say as a superficial expositor of Smith-
ian doctrines, due to the unusual clarity of his style. Second, the tenacity with
which Say and the liberal school opposed socialism and government inter-
vention in the economy has provoked the view, especially among modern
critics, that liberal economists in general were little more than polemicists
and apologists for ultra—laissez faire liberalism. Finally, there is the apparent
unwillingness or inability of the school to initiate or absorb innovations in
economic theory, especially after the advent of the marginalist revolution.

The problem with ascribing the lack of recognition received by the liberal
school wholly to these three factors is that it fails to explain a salient fact:
that many prominent nineteenth- and early twentieth-century economists
throughout Europe and in the United States expressed a strong appreciation
of the purely theoretical contributions of the school. The following section
provides a survey of the attitudes of leading Continental economists toward
the liberal school and an appraisal of the influence of liberal economic theory
on prominent British and American economists who rejected the Ricardian-
classical orthodoxy.

The Liberal School’s Influence on the Development
of Economic Theory

A Survey of Continental Economists

Leading Continental economists were quite cognizant of the French liberal
school and its scientific contributions. This is illustrated by numerous refer-
ences to individual liberal economists in the scientific works of a doctrinally
diverse group of Continental authors.

The Swede Gustav Cassel (1903, 25) credits Say with “having introduced
the conception of pure interest into the science” and with having “separated
the functions of the capitalist from those of the ‘entrepreneur,’ capital from
business ability, and interest from the reward for such ability.” Cassel (1903,
25) also expresses appreciation for Say’s “very complete and profound anal-
ysis of the mechanism of the market.” With this analysis, Say has “provided
the general scheme into which every explanation of particular points or sides
of [the interest] problem must be fitted as parts of an organic whole.”

In Cassel’s eyes, however, Say’s explication of the market mechanism has
implications for economic science far beyond the narrow confines of interest
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theory. According to Cassel (1903, 27), “greatest honour?” is due Say for hav-
ing “for the first time, stated the mutual dependence of demand, price, and
cost of production.” Compared to what Cassel conceives as Say’s mutual in-
terdependence analysis of market processes, the account of the market mech-
anism provided much later by the Austrian school is, according to Cassel
(1903, 26 n. 1), “much inferior.”

Cassel (1903, 39-40, 62) also notes certain “valuable remarks” of Fred-
eric Bastiat on the conception of the lender’s function and points to Bastiat
as an earlier writer who formulated the idea of time preference “in very much
the same words as those used by Bohm-Bawerk.”

Finally, Cassel (1932, 310) attributes to Paul Leroy-Beaulieu, as well as
to the American Francis A. Walker, the seminal development of a theory of
wages which “sees in the productivity of labour the essential determinant of
wages” and which, therefore, foreshadows the marginal productmty theory
of factor pricing.

Although he is emphatically out of sympathy with- their approach, Knut
Wicksell ([1934] 1977, 4-5, 27-28) gives recognition to the “harmony econ-
omists,” including Bastiat, and “their numerous disciples in different coun-
tries.” In particular, Wicksell ([1934] 1977, 146) identifies Bastiat’s and J.R.
McCulloch’s conceptlon of the nature of interest as representatlve of the pre—
Bohm-Bawerkian view. :

In his monumental History and Critique of Interest Theories, Bohm-
Bawerk (1959) singles out the interest theories of a number of liberal econ-
omists for careful and extended scrutiny. These include Say, Pellegrmo Rossi,
Bastiat, and Courcelle-Seneuil.

Despité nis strong criticisms of Say, Bohm-Bawerk acknowledges the
great influence of the latter on the development of nineteenth-century interest
theory. Bohm-Bawerk (1959, 80) writes that “despite the obscurity of his
views, Say occupies a preeminent position in the history of the théories of
interest. He constitutes a sort of junction point at which two of the most
important theoretical branches of economic science begin their respective
courses.” :

Although he undertakes a scathing refutation of Bastiat’s interest theory,
Bohm-Bawerk (1959, 191) is constrained to admit that the theory “created a
great sensation in his [i.e., Bastiat’s] day ... and has exerted considerable
influence right down to the present” (1884). '

In general, however, Bohm-Bawerk appreciates the scientific merit of the
endeavors of liberal economists in this field of economics. For example, he
refers to Cherbuliez as one of “the more prominent among the economists”
who adhered to Senior’s abstinence theory of interest (Bohm-Bawerk 1959,
190). Maurice Block is cited as an “outstanding scholar” and “the learned
and brilliant author” who penned “richly charged discussions of our theme”
(Bohm-Bawerk 1959, 426). Leroy-Beaulieus work on distribution theory is
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hailed as “the most highly respected monograph to appear in France on the
distribution of wealth” (Bohm-Bawerk 1959, 88). And Rossi is chosen by
Bohm-Bawerk (1959, 323) to represent the many economists who offered
eclectic combinations of the productivity and abstinence theories of interest,
partly because Rossi’s “version of the productivity theory has some marks of
originality.”

The French liberal school had a profound effect on the course of devel-
opment of Italian economic thought in the nineteenth and early twentieth
centuries.

Francesco Ferrara’ is generally recognized as the key figure in the revival
of scientific economics in Italy in the late nineteenth century.® He was an
unabashed admirer of the liberal economists and adopted most of their the-
oretical as well as political doctrines. Indeed, Ferrara’s views so closely par-
allel those of the liberal school that modern doctrinal scholars consider him
virtually a member of the school. Thus Schumpeter (1954, 513) refers to
Ferrara as an “ultra-liberal,” and Haney (1949, 833) describes his views on
economic method, theory, and policy as similar to “those of Bastiat and the
French optimistic school.”

As a proponent of liberal economics, Ferrara considered Say to be the
most eminent successor of Adam Smith (Weinberger 1940, 95-96); he also
held in high esteem French liberal economists Charles Dunoyer and Michel
Chevalier (Cossa 1893, 494). At the same time, Ferrara considered Ricardo’s
importance to be “overrated,” especially in relation to his theory of value
(Weinberger 1940, 96), and he belittled the merits of Mill’s work (Cossa
1893, 494). Seen in this light, it is clear that Ferrara’s innovative “cost-of-
reproduction” theory of value, with which he attemprted to unify the whole
of economic theory, was not intended as a mere improvement on the Ricar-
dian-classical labor theory of value but as the definitive answer to it from the
liberal-subjectivist perspective.

As Piero Barucci (1973, 260) argues in his important article on the dis-
semination of marginalism in Italy, Ferrara’s value theory:

Was meant to be a critical reply to Ricardo’s labor theory of value, in which
Ferrara did not see any element of subjectiveness. With his reproduction cost
he intended to work out a theory of value which took into account both the
element of cost and that of utility of goods. The value of a good would be,
in this way, the comparison between the utility attributed by a subject to the
good itself and the cost he thinks he would have to incur to reproduce the
good. Indeed, this theory emphasized the fact of the utility of goods."

Ferrara founded a school that dominated economic thought in Italy from
the 1850s to the early 1870s.!! Like Ferrara, the members of his school “be-
lauded Carey and Bastiat, considered Ricardo and Stuart Mill as dangerous
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and sophistical theorists and abhorred the German economists” as advocates
of socialism and interventionism (Loria 1900, 116).

The historicist and Ricardian reaction of the 1870s in Italy overwhelmed
Ferrara and his immediate followers, but it did not end the liberal school’s
influence on Italian economics.'? In fact, Ferrara’s subjectivist and proto-Aus-
trian theory of value and distribution had prepared the ground for what Bar-
ucci (1973, 264) refers to as “the army of marginalist-liberalists”!? that co-
alesced in Italy in the years 1886~90, mainly under the influence of the
Austrian school.' By 1890, the doctrine of marginal utility was well en-
trenched in Italy and “the work which Ferrara had patiently prepared was
complete at last” (Barucci 1973, 264).'

Among the later Italian marginalists who revolutionized public finance
theory, Vilfredo Pareto and Giovanni Montemartini owed a substantial intel-
lectual debt to the French liberal economist Gustave de Molinari. In antici-
pating modern public-choice theory, Pareto and Montemartini drew heavily
upon Molinari’s path-breaking socioeconomic analysis of the state.

Specifically, Pareto (1966, 18, 108—11) employed Molinari’s concept of
“tutelage” in developing his own theory of aristocracy.!é Pareto (1966, 136—
37) also integrated his famous theory of the circulation of elites with Moli-
nari’s concept of the “silent revolution.”!” At the conclusion of a discussion
in his Manual of how public office and the taxing process are sought after as
means enabling one class to despoil other classes in society, Pareto (1971,
347 n. 8) directs the reader to “the numerous works of G. de. Molinari.”
Finally, we are informed by S.E. Finer (Pareto 1966, 18) that Molinari was
“a man whom [Pareto] admired till his dying day.”

In his classic protopublic choice analysis of the state as a profit-seeking
“public enterprise,” Montemartini employs key elements of Molinaris
thought. Montemartini ([1900] 1958, 142—43) accepts Molinari’s character-
ization of war as political competition among public enterprises designed to
gain and secure income for its proprietors (politicians and bureaucrats) by
enabling them to extend their hegemony and taxing power over the popula-
tions of rival states.!®* Montemartini ([1900] 1958, 141-42) also affirms Mol-
inart’s point that “the suppression of all political enterprise . . . would imply
a reduction of costs for the community, because the political enterprise is
always a costly form of enterprise, and also because it does not allow free
play to private initiative.” Barring the economically optimal solution of total
abolition of the state, Montemartini ([1900] 1958, 142), following Molinari,
expects a reduction in costs as the rights of secession and of formation of
competing public enterprises become more widespread.'

German economists have always recognized the formative influence of
Say and the liberal school on the evolution of theoretlcal economics in
Germany.

Melchior Palyi (1928, 213), in his classic discussion of the introduction






