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Abstract

THE SCIENCE OF PROGRESS:
THE RISE OF HISTORICAL ECONOMICS AND SOCIAL
REFORM IN GERMANY, 1864-1894.

This thesis reassess the so-called ‘Historical School of Economics’ of Gustav
Schmoller and his colleagues Lujo Brentano, Adolf Held and Georg Friedrich Knapp,
analysing the close relationship between the development of historical economics and
the rise of social reform in Germany. It reveals that there is little evidence for a
cohesive ‘Historical School” and suggests that it was not primarily an outgrowth of
romantic and historicist currents of thought as is commonly believed. Schmoller and
his colleagues were a pragmatic, empirically-inclined group of statistically-trained
economists who drew inspiration from the advances made in the natural sciences.
Having directly observed the effects of rapid urbanisation, industrialisation, and the
rise of labour movements and socialism in Prussia and abroad, they became
dissatisfied with classical economic doctrines and laissez-faire, subjecting these to
empirical tests and criticism. Drawing inspiration from British reforms and
developments throughout Europe, they devised alternative hypotheses and made
innovative policy recommendations. They were also important professionalisers of
economics, modifying the curriculum, organising professional bodies, and creating new
monographs and journals, the latter substantially aided by the interest and generosity
of a leading publisher. Using empirical studies, statistics and history as analytical and
critical tools, they sought practical solutions to economic and social problems by
disseminating information to both the public and government officials through
publications, conferences and petitions. They became leading advocates of trade union
rights, factory inspection, worker protection laws, education reforms, worker insurance,
agricultural reforms, and the democratisation of industrial relations. Their influence on
economic and social policy, while indirect, was considerable, especially through
government officials. However, the close association of historical economics with
reform and social policy also made them a conspicuous target of criticism within
academia and politics. Despite this, by the early 1890s the research methods and social
legislation they propounded were gaining wider currency not only in Germany but also
in Austria.
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Long Abstract

THE SCIENCE OF PROGRESS:
THE RISE OF HISTORICAL ECONOMICS AND SOCIAL
REFORM IN GERMANY, 1864-1894.

This thesis investigates the origins and rise of the so-called ‘younger’ Historical
School of Economics in Germany over the years spanning 1864-94. This ‘school’ of
economics was in fact more statistical and empirical than merely historical. It was a
heterodox strand of economic thinking which arose following the demise of classical
economics as a consequence of numerous theoretical innovations and the swift pace
of economic and social change in these decades. Inspired by reforms in Britain and
elsewhere, historical economists sought to remedy the inequalities and frictions
generated by extremely rapid urbanisation and industrialisation in Germany by
integrating a growing working class into urban civil society through innovative social
and economic policies. The ascent of historical economics was therefore tied closely
to the rise of the social reform movement in Germany, and its influence was a product
of its empirical-statistical orientation and direct, practical relevance to policy issues.
For similar reasons historical economics also came to have a considerable impact in
Britain and America. However, the First World War and Germany’s defeat cast a long
shadow over it. German historical economics subsequently fell into discredit and was
later made a scapegoat for a variety of failings. It has ever since been a useful foil for
neoclassical economics.

While specific aspects of historical economics have been analysed, many of
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these studies are now dated or leave much to be desired in terms of substance and
accuracy. Moreover, the life and career of the leading historical economist, Gustav
Schmoller, has never been the subject of a detailed study. While much important
scholarship has been produced on German cameralism, Staatswissenschaften (state or
political sciences, including economics), early sociology and social reform, focus has
remained on the period before 1850 or on the Wilhelmine and Weimar eras. This
study arose out of the desire to address some of these problems. It seeks to go beyond
what has been claimed about the ‘Historical School’ to ask basic questions about what
is really known about it. What methods and approach defined this ‘school’, what sort
of activities were its members engaged in, what tools did they develop and use, and
what impact did they have? It is necessary to critically differentiate between claims
about what the historical economists did or represented and what they actually did and
how they did it. To get this fresh perspective it was essential to investigate archival
materials, particularly correspondences and other personal papers. A detailed
contextual analysis of the writings of Schmoller and his colleagues and close scrutiny
of university publications was also needed. This effort was rewarded with new, often
unusual and unexpected insights which together form a substantial revision of the
textbook account of Gustav Schmoller and the ‘Historical School’.

The thesis focuses upon the activities of Gustav Schmoller and his closest
colleagues Lujo Brentano, Adolf Held and Georg Friedrich Knapp. It also explores
their relationship to their teacher and mentor, the statistician Ernst Engel, as well as
their publisher, Carl Geibel. It is broken down into three parts and seven chapters.

Part I seeks to address the identity of the ‘Historical School’ and investigates

the mode of production and institutional structures which sustained and were shaped
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by historical economists.

Chapter 1 is a critical reassessment of what the ‘Historical School” was. It tests
the validity of this rubric by evaluating how it was used contemporaneously, how it
has been used over time, and what it has come to mean. There is actually little
evidence that much of a ‘school’ existed, nor is there evidence to suggest that its
members were exclusively or particularly ‘historical’ in their methodology. Instead
what is revealed is a highly-heterogeneous group of scholars who have been corralled
into categories based largely upon undemonstrated or unexplored intellectual linkages.
Considerable evidence indicates that the historical economics of Schmoller and his
colleagues was not part of a romantic and post-Kantian idealistic tradition of thought,
as is often assumed. Schmoller and his colleagues were highly critical of speculative
philosophy and post-Kantian idealism. They were substantially influenced by the
development of new statistical methods and by the empirical methods of the natural
sciences, with which quite a number of them had direct familiarity. This chapter
argues that it would be more appropriate to speak of ‘historical economics’, by which
is meant ‘historical-statistical economics’, rather than the ‘Historical School’.

Chapter 2 analyses German economics (Staatswissenschaff) as a university
subject. It investigates the university and non-university institutions, professional
bodies, publishers, monographs and journals which sustained the scholarly output of
the historical economists. It also evaluates the influence of Schmoller and his
colleagues upon this mode of production and the dynamics of its change over time.
Evidence suggests that statistical bureaus were the most formative influence on the
training and approach of Schmoller and his colleagues. The chapter also shows that

Schmoller and his colleagues had a considerable impact on the curriculum of



economics in the universities, and they played an important part in the
professionalisation of their discipline through new organisations, journals and
monographs. In publishing their research, a decisive role was played by the publisher
Carl Geibel, who was himself an avid social reformer and founding member of the
Verein fiir Sozialpolitik (Association for Social Policy). A study of the mode of
production of historical economics reveals that most of this activity and innovation
was closely tied to solving the ‘social question’. It was therefore essential to
investigate the social question and its salience to the historical economists in detail in
part II of the thesis.

Part II is devoted to the links between empirical, historical and statistical
methods and social reform, focusing on the alternative insights and tools these
provided both economics and the social reform project.

Chapter 3 defines and traces the social question and its salient attributes for
Schmoller and his colleagues by relating it to the rapid processes of social and
economic change during the 1860s and 1870s. Acute concern with the social question
appears to have been a product of the confrontation of Schmoller and his colleagues
with the severity of urban social problems in Berlin and other East-Elbian Prussian
cities in the 1860s. Urban conditions in Berlin were particularly appalling, as both
German and foreign observers noted. However, it appeared that little accurate
information was being gathered by, or available to, the German states on the
dimensions of these social problems. As important to the historical economists’
perception of the social question was their engagement with early socialism and a
growing body of non-socialist writings related to the social question. Highly significant

too was the demise of classical economics as an adequate analytical and policy tool.
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The demise of the certainties of classical economics was a product both of numerous
theoretical innovations as it was also the wide-spread perception that it had
compromised its scientific claim by providing an intellectual defense for the status quo
and special interests.

Chapter 4 explores the close links between economic empiricism, statistics and
historical scholarship. Having trained as statisticians in Gustav Riimelin’s and Ernst
Engel’s statistical bureaus, Schmoller and his colleagues approached the social
question empirically, directly testing the validity of classical and socialist economic
doctrines, which they found wanting. Empirical investigations also revealed numerous
alternative explanations for various economic and social phenomena which suggested
a wider scope for policy. After direct observation of economic and social conditions
in Britain, France and Germany (encouraged and supported by Ernst Engel) Schmoller
and his colleagues came to believe that economic processes had to be subordinated to
political and social ends; the economy had to be legally and institutionally constrained
to create a more egalitarian civil society. Their interpretation of statistics and study of
history suggested that the command over society of inexorable processes governed by
laws of nature was rather limited. Social regularity, they concluded, was a
phenomenon produced in large measure by common institutions, laws, customs and
values. Moreover, material constraints, outdated laws and dysfunctional institutions
could be shaped by political will and rational, pragmatic reform.

Part 111 investigates the interaction between Schmoller and his colleagues and
the public, the involvement of historical economists in policy, as well as the dispute
between Schmoller and the Austrian economist Carl Menger. It investigates how

historical economists and their variety of social reform were received, what challenges
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and problems they faced and how they responded.

Chapter 5 evaluates the historical economists’ involvement in the development
of an organised social reform movement by analysing the dynamics which gave rise
to the Verein fiir Sozialpolitik, what the place of the historical economists was in this
organisation, what disputes and controversies this sparked, and how Schmoller and his
colleagues in turn responded to these challenges. The Verein was originally conceived
as a super-partisan body to advance social reform by redressing public and official
indifference and ignorance. It was also a response to the acute narrowing of the
political horizons of German liberalism. Through the Verein, Schmoller and his
colleagues came to exercise considerable influence on public opinion and civil
servants, helping to popularise factory legislation, social insurance, trade union rights,
cooperatives, agricultural reforms, improvements to vocational and technical training,
and changes to industrial relations. Numerous empirical research projects and extensive
publication of the Verein’s monograph (enabled by the generousness and reforming
impetus of the publisher Carl Geibel) gave the social reform movement and the
historical economists a high profile which lent them considerable indirect influence
over social and economic policy. However, this profile raised the ire of many who
were hostile to the reforms proposed by the Verein, most notably Heinrich von
Treitschke. Later, considerable disagreements also emerged between Schmoller and his
colleagues. And with the death of Adolf Held in 1880, who was the Verein's secretary,
this body was at a nadir. While it did survive, the Verein nevertheless increasingly
became a scientific and professional body, avoiding divisive issues. At the same time,
much energy was redirected into the journal which became Schmollers Jahrbuch. This

became a mouthpiece for the moderate social reforms advocated by the historical
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economists, again aided by the generosity and goodwill of the publisher Carl Geibel.

Chapter 6 addresses the historical economists’ reaction to and impact upon
social and economic policy in the 1880s by evaluating their role in social insurance
legislation as well as their approach to agricultural and industrial policy up to the
resignation of Caprivi in 1894. The historical economists differed in their policy
recommendations but nevertheless opposed centralised, bureaucratic insurance schemes.
Instead, they supported decentralised, self-administered insurance funds. They were
thus in agreement with Bismarck’s chief legislative advisor, Theodor Lohmann, who
had himself attended Verein conferences, knew Schmoller personally and had read
Brentano’s writings on worker insurance. The historical economists both anticipated
and had an impact on key provisions of the social legislation passed after 1882. While
the social insurance provisions effectively put improvements to worker protection laws
and factory inspection on hold, renewed impetus for these was given following
Bismarck’s resignation in 1890. The historical economists also studied the implications
of the international integration of agricultural markets and supported ambitious land
reform efforts, a shift to intensive agriculture, and the creation of a central European
customs union. To this end they supported moderate, temporary grain tariffs. Though
again differing, they also gave impetus to the democratisation of industrial relations,
and Schmoller specifically argued for the development of consultative bodies within
industrial firms and the public regulation of cartels.

Chapter 7 investigates how the historical economists’ commitment to social
reform led to the famous Methodenstreit (dispute over methods) between Schmoller
and the Austrian economist Carl Menger. It traces and evaluates their relationship from

the early 1870s, placing their dispute within the context of academic

1X



professionalisation and the rise of social reform in Austria between roughly 1870 and
1894. The high profile and the close connection between historical economics and
social reform was the genesis of this dispute. Menger vigorously opposed social reform
as well as the empirical methods used and conclusions drawn by historical economists.
However, the empirical and statistical approach the historical economists advocated
became highly influential in Austria as well, especially as a social reform movement
gathered pace in the 1880s and 90s. Vindication of these methods came with the
highly-successful conference of the Verein in Vienna in 1894. The Methodenstreit was
never primarily a dispute about method but more about the policy conclusions to be

drawn from particular approaches and the public role of economics, thereby revealing

issues far from resolved today.
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INTRODUCTION

Science is a social process continually shaped by the problems it engages. This
is perhaps most true of social sciences like economics, where a tension between
theory, empirical observation and policy has been ongoing. Social change has
continually raised new problems and political demands, keeping the pendulum of
thinking swinging. Assumptions have repeatedly been adjusted, new tools devised, and
policy recommendations modified, altering the relationship between states and markets.
As with the rise of the New Deal and Keynesian economics during the Great
Depression, particularly dramatic modifications of economic policy and theory have
come in the wake of crisis or rapid structural change.

Before the Great Depression, one of the most important of such swings in
thinking took place between roughly 1860 and 1890. This era witnessed the demise
of orthodox classical economics. Rapid urbanisation, a second wave of industrialisation
and the democratisation of European polities gave rise to massive cities, gigantic
industrial enterprises, trusts and cartels, large trade union movements, and wider
political participation. At the same time, a crisis began in European farming. In
Europe and America the demand for social reform and government involvement in the

economy grew.' In the realm of the sciences, critical historiography, statistics,

'See E. J. Hobsbawm, The Age of Empire, 1875-1914 (London, 1987); D. S. Landes, The Unbound
Prometheus (Cambridge, 1969); A. Chandler, Scale and Scope (Cambridge, MA and London, 1990);
N. Koning, The Failure of Agricultural Capitalism (London and New York, 1994); D. Winch,
Economics and Policy (London, 1969); J. T. Kloppenberg, Uncertain Victory (Oxford, 1986); D. T.
Rodgers, Atlantic Crossings (Cambridge, MA and London, 1998).
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probability theory, and the empirical methods of the natural sciences gained ground,
displacing axiomatic, deterministic and idealistic systems of thought.' Core classical
economic doctrines were discredited, and alternative forms of economic inquiry arose
in response: historical-statistical, institutional, and revisionist Marxian. In turn these
heterodoxies were countervailed by updated and revised foundational orthodoxy
commonly brought under the rubric ‘marginalism’: British neoclassical, Walrasian and
Austrian economics.” Economics became professionalised through standard curricula
and teaching, coordinated research, journals, monographs and professional
associations.” For the history of economics, therefore, the years 1860 to 1890 were
of fundamental importance in shaping new approaches to theory and policy, defining
the scope of the subject and creating its supporting institutions. But more significant
even than this, the limits of state action were tested as never before, and the policies
and institutions then created - among them the welfare state - have had an immense
impact on western society.

Measured by its influence between German unification and the First World
War, one of the most important of the heterodox variants of economics was the so-

called ‘Historical School’. Historical economics and closely-related approaches such

'L. Kriiger, L. J. Daston, and M. Heidelberger, eds., The Probabilistic Revolution, vol. 1,
(Cambridge, MA and London, 1987), 295-425; L. Kriiger, G. Gigerenzer, and M. S. Morgan, eds., The
Probabilistic Revolution, vol. 2, (Cambridge, MA and London, 1987), 103-46.

2R. S. Howey, The Rise of the Marginal Utility School 1870-1889 (Lawrence, KS, 1960); .
Steedman, ed., Socialism and Marginalism in Economics 1870-1930 (London and New York, 1995).

3]. Maloney, Marshall, Orthodoxy and the Professionalisation of Economics (Cambridge, 1985); A.
Kadish and K. Tribe, The Market for Political Economy (London, 1993); D. F. Lindenfeld, ‘The
Professionalization of Applied Economics’, in German Professions 1800-1950, ed. G. Cocks and K. H.
Jarausch (New York and Oxford, 1990), 213-31; H. Hagemann, ‘Learned Journals and the
Professionalization of Economics’, EN 20, no. 1 (1991), 33-57; N. Waszek,ed., Die Institutionalisierung
der Nationalékonomie an deutschen Universitdten (St. Katharinen, 1988); D. F. Lindenfeld, The
Practical Imagination (Chicago and London, 1997).
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as institutionalism thrived in most European countries, the United States and Japan
until the First World War. In the U.S.A, Japan and Germany such movements survived
in parallel with neoclassical economics until well into the 1940s, and in some cases
even beyond. The broad appeal of this heterodox approach was its strong statistical
and empirical-factual emphasis, its focus on organisational processes and institutional
structures, and close connection to social reform and progressive movements. In
Germany historical economics arose and came to prominence at a time of
unprecedented demographic expansion, industrialisation, and urbanisation between
roughly 1860 and 1890, and the problems historical economists addressed related to
reducing the tensions and risks accompanying industrialisation, making a transition
from an agrarian to a more interdependent industrial economy, and integrating a
growing working class into civil society though social policy. As laws, institutions,
urban areas, and the workplace were adapted to accommodate these changes, the
problems with which historical economists had grappled gradually declined in
importance, and with it the ‘School’. But just as it has been true of American social
science since 1945, what also sustained the attraction of historical economics was the
international prestige of German universities, the many foreign students who studied
in them, the progress of German scholarship and research methods, as well as the
rapid technological and economic advances in that country between 1870 and 1914.
The outbreak of the First World War and the resulting isolation and loss of prestige
of German scholarship was therefore a further important factor in the demise of
historical economics. Gustav Friedrich Schmoller (1838-1917), who was its leading
protagonist in Germany, was closely identified with the Hohenzollern state, and this

and his cautious historical-statistical empiricism were after 1918 out of fashion, though
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as T.W. Hutchison noted, the discredit into which his work subsequently fell went
further than was deserved.' The British economist Sir William Ashley (1860-1927),
commenting on the influence of German economic thinking in Britain, said that “the
victories of 1870 did more to make us learn German than any spontaneous
enlargement of interests’.> The Great War would give them plenty of encouragement
to forget.

Following Germany’s defeat and throughout the interwar period to the Second
World War, the origins, development and international impact of historical economics
were obscured, something encouraged by the need to apportion blame for the war,
defeat and financial mismanagement which accompanied and followed it. As time went
on, the failings of Weimar economic policy and the rise of Nazism also needed
explaining. The ‘Historical School’ and its members became convenient scapegoats for
a wide range of problems: the perpetuation of the authoritarian imperial German state,
the rise of protectionism and state intervention, the inflation and monetary problems
of the war and the early Weimar Republic, the rise of cartels and trusts, the growth
of socialism, the rise of Nazism, the alleged failure of German theoretical €economics,
and the rise of historical fatalism and determinism in law and economics. Schmoller,
allegedly controlling most of the players on the academic stage, was blamed for

getting German economics on a dead-end track which neglected abstraction and

'T.W. Hutchison, A4 Review of Economic Doctrines, 1870-1929 (Oxford, 1953), 185.

2w. J. Ashley, ‘The Present Position of Political Economy in England’, reprinted in Die
Entwicklung der deutschen V. olkswirtschaftslehre im neunzehnten Jahrhundert, ed. S. P. Altmann, et al.,
vol. I (Leipzig, 1908), 9.
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Shortly before and during the Second World War a number of reassessments
were undertaken which, while illuminating important aspects of Schmoller’s work and
the development and contribution of historical economics, nevertheless remained either
incomplete, inaccurate, or uncritical, and many were to varying degrees coloured by
political opportunism.”> Some notable exceptions were the history of the Verein fiir
Sozialpolitik (Association for Social Policy) by Franz Boese, publication of the
correspondence of Schmoller and Wilhelm Roscher by W. Biermann, and the partial
publication of the correspondences of Lujo Brentano (1844-1931) and Schmoller by
Walter Goetz.> After the war the origins and achievements of ‘historicism’ in
German economics were investigated critically, focusing on the ‘older’ Historical
School.* In the 1960s and 70s novel scholarship emerged which analysed the impact

of statistics and historical economics on empirical social research and sociology, while

'See M. J. Bonn, ‘Geleitwort. Lujo Brentano als Wirtschaftspolitiker’, in Die
Wirtschaftswissenschaft nach dem Kriege, ed. M. J. Bonn and M. Palyi, vol. 1 (Munich and Leipzig,
1925), 6-7; L. Robbins, An Essay on the Nature and Significance of Economic Science (London, 1932),
104; W. Eucken, ‘Die Uberwindung des Historismus’, SJ 62 (1938), 191-214; F.A. Hayek, The Road
to Serfdom (London, 1944), 16-17.

2A. Spiethoff, et al., ‘Gustav von Schmoller und die deutsche Geschichtliche Volkswirtschaftslehre’,
JbfGVV 62 (1938). The Nazi perspective is strongest in C. Brinkmann, Gustav Schmoller und die
Volkswirtschaftslehre (Stuttgart, 1937), and especially G. Wittrock, Die Kathedersozialisten bis zur
Eisenacher Versammlung 1972 (Berlin, 1939). Though the latter had access to archival sources
subsequently destroyed by war, his treatment of Schmoller, Brentano, Schonberg and Wagner remained
superficial and many of his judgements were inaccurate.

°F. Boese, Geschichte des Vereins fiir Sozialpolitik 1872-1939, in Schriften 188 (1939). Boese’s
study is useful for its comprehensive list of the titles of the Verein’s Schriften between 1873-1939,
though his narrative is not always reliable; W. Ed. Biermann, ‘Briefwechsel zwischen Wilhelm Roscher
und Gustav Schmoller’, in Zwei Beitrdge zur Literaturgeschichte der Nationalokonomie (Greifswald,
1922), 1-34; W. Goetz, ‘Der Briefwechsel Gustav Schmollers mit Lujo Brentano’, AfK 28, no. 3 (1938),
316-354; 29, no. 1-2 (1939), 147-183; 29, no. 3 (1939), 331-347; 30, no. 1-2, (1941), 142-207. While
invaluable, Goetz is not always accurate and numerous letters have been edited out. While planned to
cover the years 1870 to 1882, it only reached 1878.

‘G. Eisermann, Die Grundlagen des Historismus in der deutschen Nationalokonomie (Stuttgart,
1956).
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others focused on the social question as a methodological and epistemological problem
in German social science.' The epistemological differences at the root of the dispute
over methods (Methodenstreir) between Schmoller and the Austrian economist Carl
Menger (1840-1920) were incisively investigated by Reginald Hansen.” Other studies
focused on the impact of the Verein fiir Sozialpolitik on the social reforms of the
Bismarckian period from a Marxian perspective.” Easily the most important
archivally-based studies relating to historical economics which emerged in that period
were James Sheehan’s biography of Lujo Brentano and Dieter Lindenlaub’s survey of
the disputes within the Verein fiir Sozialpolitik during the Wilhemline period.* Other
studies assessed the social question within the ‘Historical School’ largely reaffirming
an older narrative of the ‘Historical School’ as a typically German phenomenon.’
With reference to research specifically on the so called ‘younger Historical
School’, progress has since that time been made through a number of important
archivally-based studies, such as the analysis of the relationship between Schmoller
and Max Weber, a dissertation on the early intellectual influences on Schmoller, and

a critique of the notion of an ‘older Historical School’ and the supposed continuity

'A. Oberschall, Empirical Social Research in Germany 1848-1914 (Paris and the Hague, 1965); E.
Pankoke, Sociale Bewegung - Sociale Frage - Sociale Politik (Stuttgart, 1970).; U. G. Schifer,
Historische Nationalokonomie und Sozialstatistik als Gesellschaftswissenschaften(Cologne and Vienna,
1971).

2R. Hansen, ‘Der Methodenstreitin den Sozialwissenschaftenzwischen Gustav Schmoller und Karl
Menger, in Beitrdge zur Entwicklung der Wissenschafistheorie im 19. Jahrhundert, ed. A. Diemer
(Meisenheim am Glan, 1968), 137-73.

’M-L. Plessen, Die Wirksamkeit des Vereins fiir Sozialpolitik von 1872-1890 (Berlin, 1975).

43.J. Sheehan, The Career of Lujo Brentano (Chicago and London, 1966); D. Lindenlaub,
‘Richtungskdmpfe im Verein fiir Sozialpolitik’, V/SWG 52 and 53 ( 1967), 1-482.

SA. Miissiggang, Die soziale Frage in der historischen Schule der deutschen Nationalokonomie
(Tiibingen, 1968).
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between ‘older’ and ‘younger’ Schools.! In closely related areas, important studies of
cameralism as well as works on the institutionalisation of economics in Germany have
been written. Surveys of the impact of various socio-economic and political
developments on the research of the Verein fiir Sozialpolitik and the development of
the German state or political sciences (Staatswissenschaften) in the nineteenth century
have also greatly advanced scholarship on the professionalisation of German social
science,” while numerous other works have substantially deepened and extended
knowledge of Wilhelmine and Weimar economics and sociology.” Writings on the
intellectual origins of Austrian economics reveal that the relationship between Austrian
and German economics was much closer than was previously thought,* and works on
English historical economics and American Institutionalism and Progressivism have

shown that historical economics was a phenomenon which hardly remained isolated

M. Schon, ‘Gustav Schmoller and Max Weber’, in Max Weber and his Contemporaries, ed. W.
J. Mommsen and J. Osterhammel (London, 1987), 59-70; G. Pope, ‘The Political 1deas of Lorenz von
Stein and their Influence on Rudolf Gneist and Gustav Schmoller’ (Oxford University, D. Phil. Thesis,
1985); D. F. Lindenfeld, ‘The Myth of the Older Historical School of Economics’, CEH 26, no. 4
(1993), 405-16.

2K. Tribe, Governing Economy (Cambridge, 1988); Waszek, ed., Die Institutionalisierung; R. vom
Bruch, ‘Von der Kameralistik zur Wirtschaftswissenschaft’ (University of Munich, Habilitation Thesis,
1986); 1. Gorges, Sozialforschung in Deutschland 1872-1914 (2nd edn., Frankfurt a.M., 1986);
Lindenfeld, The Practical Imagination.

*D. Kriiger, Nationalokonomen im wilhelminischen Deutschland (Gottingen, 1983); H. H. Nau, Eine
"Wissenschaft vom Menschen" (Berlin, 1997); F. Lenger, Werner Sombart, 1863-1941 (Munich, 1994);
B. vom Brocke, Sombart’s Moderner Kapitalismus (Munich, 1987) M. Appel, Werner Sombart
(Marburg, 1992); J.G. Backhaus, ed., Werner Sombart, 3 vols. (Marburg, 1995).

‘E. W. Streissler, ‘The Influence of German Economics on the Work of Menger and Marshall’, in
Carl Menger and his Legacy in Economics, ed. B. Caldwell (Durham and London, 1990), 31-68.; M.
Alter, Carl Menger and the Origins of Austrian Economics (Boulder, San Francisco and Oxford, 1990);
E. Streissler and K. Milford, ‘Theoretical and Methodological Positions of German Economics in the
Middle of the Nineteenth Century’, HOEI 1/3, 11/1 (1993-94), 43-79; K. Tribe, Strategies of Economic
Order (Cambridge, 1995), 66-94.



to Germany.'

Research on Gustav Schmoller as an economist has seen since 1988 something
of a renaissance, especially as a consequence of conferences and tributes marking his
150th birthday in 1988, resulting in a flood of new literature, much of it on his
contemporary relevance.” A great deal of this work has nevertheless continually
underscored the conclusion that there is a major gap in the history of the development
of German economics from the Empire up to the Weimar period, especially the impact
of Schmoller and other historical economists on the institutionalisation and
professionalisation of their discipline in Germany.’ The methodological and practical
relationship between historical economics and social reform in Bismarckian Germany
has also never been adequately studied.

Because Gustav Schmoller and the ‘Historical School’ were tackling problems
which were never only economic but also social and political, Schmoller and historical
economics also have a considerable broader relevance to the history of Imperial

Germany. More than a decade ago Geoff Eley pointed out that ‘the area of social

'A. Kadish, The Oxford Economists in the Late Nineteenth Century (Oxford, 1982); G. M. Koot,
English Historical Economics, 1870-1926 (Cambridge, 1987); D.C. Coleman, History and the Economic
Past (Oxford, 1987); J. Herbst, The German Historical School in American Scholarship (Port
Washington, NY, 1965); Rodgers, Atlantic Crossings, esp. 76-111.

?See the series of articles by T. Hutchison, et al., in JITE 144 (1988), 527ff; N. W. Balabkins, Not
By Theory Alone (Berlin, 1988); C.J. O’Brien, ed., Gustav Schmoller: Social Economist, special issue
of IJSE 16 (1989); P. Schiera and F. Tenbruck, eds., Gustav Schmoller e il suo tempo/Gustav Schmoller
in seiner Zeit (Bologna/Berlin, 1989); M. Bock, H. Homann and P. Schiera, eds., Gustav Schmoller
oggi/ Gustav Schmoller heute (Bologna and Berlin, 1989); J. Backhaus, Y. Shionoya and B. Schefold,
eds., Gustav von Schmollers Lebenswerk (Diisseldorf, 1989); and more recently A. Giouras,
Arbeitsteilung und Normativitdt (Frankfurt, 1994), B. P. Priddat, Die Andere Okonomie (Marburg, 1995)
and P. Koslowski, ed., The Theory of Ethical Economy in the Historical School (Berlin and Heidelberg,
1995).

’H.H. Nau, ‘Von der historischen Nationalokonomie zur Wirtschaftswissenschaft’, NPL 42 (1997),
83-84; F. H. Tenbruck, ‘Zusammenfassung und Vorblick’, in Gustav Schmoller, ed. Schiera and
Tenbruck, 255.
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policy in the broadest sense’ poses ‘a problem of rather surprising neglect amongst
German historians’.! This is confirmed surveying the use of the term ‘social reform’,
which has been reduced in German historiography to an ideological term devoid of
much substantive historical content.” It is revealing, for example, that the terms ‘social
reform’ and ‘social policy’ never found their way into the most important German
historical reference work, and ‘socialism of the chair’ (Kathedersozialismus) was
treated only cursorily under the rubric ‘socialism’.> This is partly explained by the
ideological and political nature of history in Germany, which has produced a divide
between the historians of the working class movement and those of bourgeois
society. In Hans-Ulrich Wehler’s third volume of his massive Deutsche
Gesellschafisgeschichte covering the period 1849-1914, social reform is only treated
briefly under ‘state social policy’ and ‘social imperialism’, both of which are devoted
14 and 11 pages, respectively, in a volume of more than 1500 pages; ‘social reform’
does not even find its way into the index.” Yet as Thomas Nipperdey wrote shortly
before his death, social reform was one of the main political themes of the German
middle classes before 1914.° Where social reform has been studied, the Bismarckian

period has been investigated, if at all, only superficially, with scholars tending to focus

'D. Blackbourn and G. Eley, The Peculiarities of German History (Oxford, 1984), 148-49.

2C. Dipper, ‘Sozialreform’, AfS 32 (1992), 324-25.

3W. Scheider, ‘Sozialismus’, in Geschichtliche Grundbegriffe, ed. O. Brunner, W. Conze and R.
Koselleck, vol. 5 (Stuttgart, 1984), 982-85; social reform is briefly discussed with reference only to
Lorenz von Stein in E. Wolgast’s article ‘Reform, Reformation’, in ibid., 355-56.

‘G.A. Ritter, ed., Der Aufstieg der deutschen Arbeiterbewegung (Munich, 1990), 443-46.

SH-U. Wehler, Deutsche Gesellschaftsgeschichte,vol. 111 (Munich, 1995), 907-15, 885-990, 1086-90,
1137-41. Here social insurance was at once part of a repressive policy and at the same time enlightened

legislation which recognized ‘the negative effects of impersonal working conditions’, 913-14.

ST. Nipperdey, Deutsche Geschichte 1866-1918, vol. 1 (Munich, 1990), 371.
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mainly on the Wilhelmine era, where important contributions have been made.! Geoff
Eley has more recently reiterated that archivally-based social history is conspicuously
lacking for the Bismarckian period, or that it has been too dominated by autonomous
socio-economic forces or the Iron Chancellor as arch-manipulator.” At the same time,
German social policy has in recent years seen the publication of key primary sources
for the Bismarckian era, calling into question the received wisdom on the rise of the
German welfare state and greatly aiding research on this period.’

A recurring problem a number of scholars have pointed to is that Schmoller’s
thought has been treated in isolated compartments, and consequently sight has been
lost of the important common themes tying this work together; Schmoller was
responding in his writings to rapid processes of social and economic change, and
almost all of his thought was based upon or contained a vision of social progress.*
Schmoller literally spoke and wrote volumes about the economic, political and social
affairs of Imperial Germany and sought throughout his life to influence events. Far
from being publicly shielded or isolated, Schmoller kept his finger on his nation’s

pulse. His continual public evaluations and comments made him very much a public

'Plessen, Die Wirksamkeit, ). Campbell, Joy in Work, German Work (Princeton, 1989). Plessen’s
treatment is both superficial and ideological and Campbell ignores the period 1870-1890 almost entirely;
E. I. Kouri, Der deutsche Protestantismus und die soziale Frage 1870-1919 (Berlin, 1984); U. Ratz,
Sozialreform und Arbeiterschaft (Berlin, 1980); idem, Zwischen Arbeitsgemeinschaft und Koalition
(Munich, 1994); R. vom Bruch, ed., Wissenschaft, Politik und offentliche Meinung (Husum, 1980);
idem, Weder Kommunismus noch Kapitalismus (Munich, 1985).

2G. Eley, ‘Society and Politics in Bismarckian Germany’, GH 15 (1997), 106-7.

’K. E. Born, H. Henning, and F. Tennstedt, eds., Quellensammlung zur Geschichte der deutschen
Sozialpolitik (QGDS), 3 vols. (Stuttgart, Jena, and New York, 1993-96); L. Machtan, ed., Mut zur
Moral, vol. 1 (Bremen, 1995).

‘K. H. Kaufhold, ‘Gustav von Schmoller (1838-1917) als Historiker, Wirtschafts- und
Sozialpolitiker und Nationalokonom’, VSWG 75 (1988), 221; H. Harnisch, ‘Gustav Schmoller und der
gesellschafliche Wandel seiner Zeit’, in Von der Arbeiterbewegung zum modernen Sozialstaat, ed. J.
Kocka, H-J. Puhle, and K. Tenfelde (Munich, New Providence, London and Paris, 1994), 561.
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figure enmeshed in controversies until he died in 1917. He was therefore never only
an economist and social reformer but, as Friedrich Meineke noted, also a figure whose
life and work closely reflected the history of the empire.! The Verein fiir Sozialpolitik
which he and his colleagues founded was the most important private fact-finding body
within the Empire, often making up for the Reichstag’s own investigative deficiencies.
Schmoller and his colleagues played an important role in bringing to light social
injustice, popularising social reform, and in developing the notion of the progressive
social regulation of the economy and the formation of a Mittelstandsgesellschaft
(society of the middle estate). These activities were pivotal in defining for the German
Biirgertum the political, legal and institutional responses to the rise of an urban,
industrial society. The ideas, language and institutions which emerged in this
response, such as the idea of the Mittelstand, are, along with nationalism, among the
most potent political and social ideals in modern German history, of direct relevance
in contemporary Germany. Schmoller, his colleagues and their social reform
movement thus have a direct bearing not only on the history of economic thought, but
also on the development of German liberalism, the much-debated Sonderweg thesis
and the question of German historical continuity. It was not coincidental that the
valuable biographical study of Lujo Brentano’s career written by James Sheehan in the
1960s, which filled in some of the gaps of Brentano’s own autobiography, later
blossomed into one of the most important studies of German liberalism.? Yet as many

have pointed out, there is still a conspicuous gap in the literature assessing the role of

'F. Meinecke, ‘Drei Generationen deutscher Gelehrtenpolitik’, HZ 125, no. 3 (1922), 261.

’Sheehan, Lujo Brentano; L. Brentano, Mein Leben im Kampf um die soziale Entwicklung
Deutschlands (Jena, 1930); J. J. Sheehan, German Liberalism in the Ninteenth Century (Chicago, 1978).
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Gustav Schmoller as one of the most important scientists and public figures in
Imperial Germany.'

The fact that historical economics, the social reform movement and Gustav
Schmoller himself all represent conspicuous gaps in scholarship make an archivally-
based study of the links between historical economics and social reform in the
Imperial era and Schmoller’s role in this timely, desirable and necessary. Filling a
space so large is obviously beyond the scope of this study. This thesis will therefore
restrict itself to the activities of Schmoller and his colleagues over the 30 years from
the first war of German unification in 1864 to Caprivi’s resignation and the end of the
‘New Course’ in 1894. The dissertation is broken down into three parts and seven
chapters. Part I mainly investigates the institutional structures which sustained
historical economics. Chapter 1 is a critical reassessment of what the ‘Historical
School’ was. It tests the validity of this rubric by evaluating how it has been used over
time and what it has come to mean. Chapter 2 analyses economics as a university
subject in Germany and the place in this of the historical economists. It investigates
the university and non-university institutions, professional bodies, publishers,
monographs and journals which sustained their scholarly output. It also evaluates the
influence of Schmoller and his colleagues on this mode of production and the
dynamics of its change over time.

Part II is devoted to the links between empirical-historical and statistical
methods and social reform, focusing on the alternative insights and tools these
provided both economics and the social reform project. Chapter 3 defines and traces

the social question and its salient attributes for Schmoller and his colleagues by

'"Harnisch, ‘Gustav Schmoller’, 561.
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relating it to the rapid processes of social and economic change during the 1860s and
1870s. It also traces the rise and spread of contemporaneous social thought and the
simultaneous demise of classical economics between roughly 1850 and 1870.
Following this, chapter 4 evaluates the closely-related ascent of a new historical-
statistical empiricism and social reform. It explores the close links between
empiricism, statistics and historical scholarship in economics within the context of the
labour question and German unification.

Part I1I investigates the interaction between Schmoller and his colleagues and
the public, as well as the involvement of historical economists in policy. It investigates
how historical economists and their variety of social reform were received, what
challenges and problems they faced and how they responded. Chapter 5 evaluates
their involvement in the rise of an organised social reform movement by analysing the
dynamics which gave rise to the Verein fiir Sozialpolitik, what the place of the
historical economists was in this organisation, what disputes and controversies this
sparked, and how Schmoller and his colleagues in turn responded to these challenges.
Chapter 6 in turn addresses the historical economists’ reaction to and impact upon
social and economic policy by evaluating their role in the social insurance legislation
of the 1880s, as well as in agricultural and industrial policy up to the resignation of
Caprivi in 1894. Chapter 7 investigates how the historical economists’ commitment
to social reform led to the famous Methodenstreit (dispute over methods) between
Schmoller and the Austrian economist Carl Menger. It traces and evaluates their
relationship from the early 1870s, placing this dispute within the context of academic
professionalisation and the rise of social reform in Austria between roughly 1870 and

1894.
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Central to this dissertation are the social origins and function of economic
science, specifically how historical economists provided responses to the social
tensions in Prussia-Germany over the three decades beginning in 1864. This study
should provide not only greater insight into an important phase in the development of
economic and social thought but also a new perspective on the social reform
movement and thereby to the political, social and economic dynamics of the first

decades of the German Empire.



PART I:

STRUCTURES
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CHAPTER 1:
WHAT WAS THE HISTORICAL SCHOOL? A CRITICAL REASSESSMENT.
It would be difficult to overrate the importance of the work that has
been done by the great leaders of this [modern "real" or historical]
school [of economists] in tracing the history of economic habits and
institutions. It is one of the chief achievements of our age, and is an
addition of the highest value to the wealth of the world. It has done
more than almost anything else to broaden our ideas, to increase our
knowledge of ourselves, and to help us to understand the central plan,
as it were, of the divine government of the world... .
Alfred Marshall'
The history of economic thought is strewn with landmarks of various schools
of economics. Some are credited as important milestones, others appear only as
obstacles which had to be overcome. The geology of this landscape has continually
shifted over time, raising some features and burying others. One of the older and
familiar obstructing landmarks in this landscape is the German Historical School of
Economics, and yet for various reasons it remains something of an enigma. In the
interest of clarity, it is necessary to test the validity of this term by illustrating the
scope of meaning of ‘Historical School’ as it has been used in the economic literature,
by historical economists themselves, as well as by their scholarly contemporaries,
critics and the public. This done, it may be possible to come to some kind of
judgement regarding its analytical usefulness and, if needed, to propose a working

definition.

Surveying some of the older and more recent literature reveals at least four

'“The Present Position of Economics’ (1885), in Memorials of Alfred Marshall, ed. A. C. Pigou
(London, 1925), 165.
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related ways that the term ‘Historical School’ has been put to use. Most familiar will
be its ordering function: introducing various approaches and methodologies in roughly
chronological order under the rubric ‘school’, thereby also arranging economic ideas
into a tidy, historical narrative. In such accounts the ‘Historical School’ is described
as a somewhat amorphous, largely contrarian tradition of thought - a transitionary
hiccup in the progression of economic theory.! Closely related to this ordering
function is the use of ‘Historical School’ in grouping together into uniformity what
would otherwise be an unwieldy clutter of heterodox opinion and methods. There is
a long history of such conglomerations being divided into national camps (i.e., German
versus British, and later Austrian ‘schools’ of economics), implying that there was
something akin to national consensus on such matters, national rivalries thereby
gaining an economic microcosm.’ Invariably, many such accounts tend to stress
German peculiarity, emphasising romantic, nationalist and Hegelian antecedents.’
Another, sometimes concurrent, use of the term ‘Historical School’ has been
to describe a positivist Zeitgeist, strongly implying progress. Typical in this regard
would be Ingram’s History of Political Economy or Gide and Rist’s History of

Economic Doctrines in which the ‘Historical School’ is seen as a broad reformin
g

'E. Roll, A History of Economic Thought (5th rev. edn., London and Boston, 1992), 276-83; L. H.
Haney, History of Economic Thought (rev. edn., New York, 1922), 485-98.

2W. Roscher, Geschichte der National-Oekonomik in Deutschland (Munich, 1874), 1032-45; E.
Wiskemann and H. Liitke, eds., Der Weg der deutschen Volkswirtschaftslehre (Berlin, 1937), 114-29;
H. Winkel, Die deutsche Nationalokonomie im 19. Jahrhundert (Darmstadt, 1977); K. Pribram, A4
History of Economic Reasoning (Baltimore and London, 1983), 209-24. Pribram does so by referring
to ‘The German Historical Schools’. F. Schinzinger, ‘German Historical School’, in NPDE, vol. 2, 516-
18. In this account Adolph Wagner and Albert Schiffle feature prominently for some reason, though
neither were historical economists.

’Roscher is again paradigmatic; cf. H. W. Spiegel, The Growth of Economic Thought (Englewood
Cliffs, NJ, 1971), who claims the Historical School was a ‘Hegelian variant’ of economics; K. H. Betz,
‘How Does the German Historical School Fit?’, HOPE 20 (1988), 409-30. Betz stresses the importance
of German romanticism and idealism to the development of the ‘school’.
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movement which swept through much of Europe, introducing a new undogmatic,
realistic and empirical ethos to economics.! Other uses of the term have served as
ways of discrediting some and legitimating other economic approaches and methods.
For example, Schmoller was prone to caricature analytical-deductive economists as the
“Manchester School’ - a selfish political doctrine masquerading as economic science -
while virtuously labelling the ‘Historical School’ ‘realistic research’ and ‘scientific
economics’.? In Carl Menger’s account, by contrast, the ‘German Historical School
of Economics’ was an amorphous object of derision which at times included the
whole German economics profession, at others merely a group of ‘historians’.”> The
‘Historical School’ he accused of ‘one-sidedness’ and a litany of methodological
‘errors’, while he claimed his own approach was ‘exact’.*

Inasmuch as such usages are still employed - loaded as they are with varying
images and associations, both historical and contemporary - the ‘Historical School’,
whatever it was, seems real enough, and attempts to dismiss it would appear to be
both fruitless and unnecessary. After all, numerous economists themselves made
references to or claims of belonging to such a school. The ‘Historical School’ is

therefore a landmark which, while somewhat submerged by the shifting sands of time,

'J. K. Ingram, 4 History of Political Economy (Edinburgh, 1893), 196-239. In Ingram’s account,
forming the final chapter of his book, the Historical School is a thoroughly European movement
presented as the culmination of scientific economics. C. Gide and C. Rist, Geschichte der
volkswirtschaftlichen Lehrmeinungen (trans. R.W. Horn, 3rd edn., Jena, 1923), 413-48. Gide and Rist
credit the Historical School with reviving economics out of a dogmatic slumber through the use of
statistics, economic history and the study of institutions.

2G. Schmoller, Grundrif der allgemeinen Volkswirtschaftslehre, vol. 1 (rev. edn., Berlin, 1920), 93
and 117.

3Carl Menger, Untersuchungen iiber die Methode der Socialwissenschaften und der Politischen
Oeckonomie insbesondere (Leipzig, 1883), xx-xxi and 74.

‘Ibid., 38.
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nonetheless appears familiar. However, what justifies the collective rubric ‘school’?
The term ‘school’, to be of any use, might refer to a category which (rightly or
wrongly) was used with some consistency to describe the group of people in question.
It might also refer to a group which shared a method, principles or closely
collaborated in research. The term ‘school’ could in addition refer to a group which
was taught by or were followers of one person. More broadly, ‘German Historical
School’ can be used as a term emphasising the ‘special path’ (Sonderweg) of German
romanticism, historicism or idealism in economics and the uniqueness of its normative
political preoccupations. There is scant evidence to justify any of these uses. These
points will be examined one at a time.

In a 1926 article, Joseph Schumpeter (1883-1950) himself admitted the
inappropriateness of the term ‘younger Historical School’ as he had used it in his
Epochen der Dogmen- und Methodengeschichte (1914), but this was never translated
into English,' and his chapter ‘Sozialpolitik and the Historical Method’ in his
posthumously published History of Economic Analysis remained unfinished when he
died. There is little question that this helped to standardise an uncritical use of the
term ‘Historical School’, and it should not come as too much of a surprise that the
German and Austrian economists Schumpeter referred to as making up the ‘Historical
School” form up a highly heterogeneous group: Wilhelm Roscher (1817-94), Bruno
Hildebrand (1812-78), Karl Knies (1821-98), August Meitzen (1822-1910), Georg
Hanssen (1809-94); Karl Theodor von Inama-Sternegg (1843-1908), Gustav Schmoller
(1838-1917), Lujo Brentano (1844-1931), Karl Biicher (1847-1930), Adolf Held

(1844-80), Georg Friedrich Knapp (1842-1926), Werner Sombart (1863-1941), Max

'J. Schumpeter, ‘Gustav von Schmoller und die Probleme von heute’, SJ 50 (1926) 355-56, n. 1.
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Weber (1864-1920) and Arthur Spiethoff (1873-1957). This heterogeneity is

increased when a few others, who were for some reason omitted or mentioned in a
different context by Schumpeter, are added to make a more comprehensive list of
‘historical’ economists: Siegmund Adler (1853-1920), Gustav Cohn (1840-1919), Karl
von Eheberg (1855-1941), Eberhard Gothein (1853-1923), Wilhelm Hasbach (1849-
1920), Heinrich Herkner (1863-1932), Ignaz Jastrow (1856-1937), Wilhelm Lexis
(1837-1914), August von Miaskowski (1838-1899), Karl Oldenberg (1864-1936),
Eugen von Philippovich (1858-1917), Karl Rathgen (1856-1921), August Sartorius von
Waltershausen (1852-1938), Georg von Schanz (1853-1931), Gustav von Schonberg
(1839-1908), Max Sering (1857-1939), Gerhart von Schulze-Gaevernitz (1864-1943),
and Wilhelm Stieda (1852-1933).2

This vagueness of the rubric ‘German Historical School’ has a long history.
Use of this term in newspapers, journals, books and government reports of the time
was unsystematic and varied greatly. Often the name ‘Historical School’ was used
interchangeably with the ‘socialists of the chair’ (Kathedersozialisten) and the Verein
fiir Sozialpolitik, which in turn have been wrongly identified with state socialism.’ For
example, in a famous debate in the Prussian Chamber of Deputies in 1897 the
‘Historical School’ was referred to as both ‘die Kathedersozialistische Richtung’

(direction of the socialists of the chair) and ‘neuhistorische Schule’ (neo-Historical

'Idem, History of Economic Analysis (London, 1954), 808-19.

2The confusion is heightened by the variation of such lists: Gide and Rist, Lehrmeinungen, 418-48,
Pribram, History of Economic Reasoning, 209-224; Schinzinger in NPDE, vol. 2, 516-18.

3This point is made by Lindenlaub, ‘Richtungskdmpfe’, 94
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School).! Increasing the confusion, newspaper articles commemorating Schmoller’s
70th birthday variously refer to the ‘Historical School’ as ‘die historische Schule der
Nationalékonomie’ (the Historical School of Economics), ‘geschichtliche Methode der
Nationalokonomie’, (Historical Method of Economics) and ‘neupreussische
Nationalokonomie’ (Neo-Prussian Economics).?

While ‘Kathedersozialist’ and ‘neuhistorische Schule’ were to some extent
overlapping terms, they were by no means interchangeable. The term
‘Kathedersozialist’ was itself a journalistic term of derision originating in a polemical
exchange between leading figures of the Freihdndlerpartei (Free Trade Party) such as
Heinrich Bernhard Oppenheim (1819-80) and Viktor Béhmert (1829-1918) and the
young economists Brentano, Cohn, Schmoller, and Adolph Wagner (1835-1917) who
came to be called ‘Kathedersozialisten’ after publicly criticising the views the
liberally-inclined Volkswirtschaftlicher Kongress (Economic Congress).” These
differences were heightened by the decision of Schmoller and his colleagues to found
the rival Verein fiir Sozialpolitik in 1872, with which the Kathedersozialisten thereafter
became identified. Yet as the names Eugen von Bchm-Bawerk (1851-1914), Johannes
Conrad (1839-1915), Karl Diehl (1864-1943), Erwin Nasse (1829-90), Joseph
Schumpeter, Adolph Wagner, and Friedrich von Wieser (1851-1926) confirm, many

leading figures in the Verein were not historical economists. And a number of

'Prussian Landtag, Haus der Abgeordneten, 75th Session, 4 May 1897, Fortsetzung der zweiten
Berathung des Entwurfs des Staatshaushaltes fur 1897-1898 (Dauernde Ausgaben, Kap. 119, Tit. 1,
Universitdten), 2381.

2Der Tag, 237 (moming edn., 24 June 1908); Tdagliche Rundschau Berlin (24 June 1908); ‘Was
Bleibt?’, Berliner Tageblatt (27 June 1908).

31t was Oppenheim who coined this name, H. Oppenheim, ‘Manchsterschule und Katheder-
Sozialismus’, Berliner Nationalzeitung 573 (7 Dec. 1871). See also V. Hentschel, Die deutschen
Freihdndler und der Volkswirtschaftliche Kongress 1858 bis 1885 (Stuttgart, 1975), 193-230.
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historical economists (Adler, Herkner, Inama-Sternegg, and Philippovich) were not
German.

Some of the confusion arising with the use of the term ‘German Historical
School’ must be blamed on Roscher’s idiosyncratic History of Economics in Germany
(1874)." In a chapter outlining recent developments in historical economics, Roscher
refers to these collectively as a Richtung (direction or tendency). At the same time,
however, the term Schule (school) featured on Roscher’s page headings.” Yet even
before the publication of Roscher’s book, Schmoller and other historical economists
made broad and varying usage of the term ‘school’. In an important 1873 speech, for
example, Gustav Schonberg juxtaposed the ‘Manchester School’ to the ‘historical-
ethical direction winning victory in German universities’.” At the Eisenach congress
of 1872 which led to the founding of the Verein, Schmoller mentioned the existence
of ‘abweichende Richtungen’ (divergent directions) in German economics, namely
historical, philosophical and statistical ‘schools’ without going into any detail as to the
membership of these.* Later sources only increase the confusion: in a 1897 letter to
Friedrich Althoff (1839-1908, then director of Prussian university affairs) in response
to newspaper accusations of bias toward the ‘Kathedersozialistische Richtung’ in
university appointments within the Prussian Ministry of Culture,” Schmoller made a

list of those academic economists whom he considered belonging to his ‘school’” which

ISee H. Pearson, ‘Was there Really a German Historical School?’, HOPE (forthcoming).
2Roscher, Geschichte der National-Oekonomik, 1032-45.

3G. Schonberg, ‘Die Volkswirtschaftslehre’, in Sammlung gemeinverstandlicher wissenschaftlicher
Vortrdge, ed. R. Virchow and Fr. Holtzendorff, vol. VII, no. 184 (Berlin, 1873), 3.

“Eroffnungsrede auf der Eisenacher Tagung am 6. Oktober 1872’, in Boese, Geschichte, 6.

SSee especially Kolnische Zeitung 281 (28 March 1897).
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few today would recognise.' This is because when Schmoller referred to his ‘school’
he meant those whom he had taught. Other German economists of the time made fast
and loose use of the term ‘school’. For example, G.F. Knapp together with Wittich,
Ludwig and others formed the so-called ‘Strasbourg School’ of historical economics,
and Johannes Conrad spoke of the ‘Brentano School’.? On the other hand Wilhelm
Lexis spoke of the ‘realistic German School’ when collectively referring to the
followers of Gustav Schmoller and Adolph Wagner.’

Even assuming the validity of Schumpeter’s definition of the ‘German
Historical School’, attempting to find a common set of themes, commitments or
programme of the ‘School’ is highly frustrating.* One of the few common themes
uniting the alleged ‘School’ was research in economic history, but this alone was
hardly a sufficient basis for scholarly unity. While the interest in economic history was
particularly strong in Germany, it was nothing particularly novel.> After all, an
interest in economic history was especially solid in Britain, and it is revealing that
Roscher himself considered the work of Adam Smith (1723-90), James Steuart (1712-
80), and Thomas Malthus (1766-1834) (together with Karl Heinrich Rau [1792-1870]

and Christian Kraus [1753-1807]) to have been the most significant impulses for the

'gchmoller named Schanz, Stieda, Eheberg, Rathgen, Hasbach, Anton, Sering, Fuchs, Oldenberg,
Birmer, Troltsch, Adler, Laves, Struck, amd Sombart, GStAB, NI. Althoff, 64: 4-8, Schmoller to
Althoff, 31 March 1897.

2GStAB, NI. Althoff, 63: 1-4, Conrad to Althoff, 3 July 1892.

3GStAB, NI. Althoff, 64: 20-34, draft of memorandum to the Kaiser by Wilhelm Lexis,
transcription, n.d.

4Lindenlaub, ‘Richtungskampfe’, 106-7.

SEisermann, Die Grundlagen, vii.
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development of a “historical method” in economics.! Similarly, Adolf Held considered
Adam Smith ‘the excellent paragon’ of the ‘so-called historical school’.? When F.Y.
Edgeworth (1845-1926) wrote Schmoller in 1890 asking for an article on ‘the progress
which the historical method has recently made in Germany’ for the new Economic
Journal, instead of taking the opportunity to wave the banner of his alleged ‘school’,
Schmoller deferred to his student Wilhelm Hasbach, who wrote an article on the great
diversity of descriptive and historical monographic research in Germany and the
coordinated activity contributing to Johannes Conrad’s Handworterbuch der
Staatswissenschaften (Dictionary of the State Sciences).’

That the political and especially historical components were so prominent
within German economics was related to the fact that the single most important issue
of economic policy in Imperial Germany, social reform, demanded historical, political
and ethical justifications. Social reform was after all not only a matter of party
politics but also a process of nation-building, of finding historically and culturally
legitimated policies. Yet historical economists did not have common political opinions
and disagreed widely in their historical interpretations. And economic history was used
to legitimate a variety of policies: Brentano used it to justify English-inspired co-
operatives and trade unions; Schmoller employed it to advocate state-initiated social

reform.*

'W. Roscher, Grundrif3 zu den Vorlesungen iiber die Staatswirthschaft, nach geschichtlicher
Methode (Gottingen, 1843), 150.

2A. Held, ‘Adam Smith und Quetelet’, JobfNS 9 (1867), 254.

3GStAB, NI. Schmoller, 183: 3-4, Edgeworth to Schmoller, n.d. (1890); W. Hasbach, ‘Recent
Contributions to Economic History in Germany’, EJ 1 (1891), 509-19.

4. Brentano, Die Arbeitergilden der Gegenwart, 2 vols. (Leipzig, 1871-72); G. Schmoller, ‘Die
soziale Frage und der preuBische Staat’, PrJbb 33, no. 4 (1874), 323-42.
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No single method, research subject or political orientation commonly infused
the scholarship of the so-called ‘German Historical School’. Schmoller was a liberal
in his early years and later became more conservative. He was empirically oriented
and devoted much of his research to Prussian administrative and economic history.
Brentano was more open to theory, a life-long liberal, and wrote widely on trade
unionism and the cooperative movement. Knapp, a conservatively-inclined liberal,
worked in agrarian history as well as in theory, becoming famous for his state theory
of money. Biicher, a left-wing liberal, was famous for a theory of stages of economic
development and sided with Menger against Schmoller in the Methodenstreit. Sombart,
on the other hand, had socialist leanings and was sympathetic to Marxist theory. He
wrote extensively on the origins of capitalism. Adolf Held was a liberal free-trader
who strongly opposed deductive theory and was best known for a pioneering study of
the industrial revolution in England. Finally, Schanz was a liberal known mainly for
his contribution to the history and theory of public finance. With the ‘School’ made
up of researchers of such wide-ranging approaches, research interests and political
orientation it should not be surprising that cooperation was not one of their strong
points. Coordinated research, if it did occur at all, took place not in the ‘School’ but
instead within the confines of individual professors’ seminars. Indeed, the influence
of Schmoller’s seminar on lines of research was particularly strong.' It is noteworthy
that Schmoller’s largest coordinated historical research projects, the Acta Borussica
and Forschungen zur brandenburgischen und preussischen Geschichte, were founded

and managed without other members of the ‘Historical School’. In fact, relations

IGee W. Stieda, ’Zur Erinnerung an Gustav Schmoller und seine Straburger Zeit’, SJ 45, no. 4
(1921), 227-29 and 238-39.
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between members of the alleged ‘School’ were often aloof and full of rivalry, as the
three-year row between Brentano and Schmoller or the lengthy dispute over value
freedom revealed.'

Members of the ‘Historical School” were also not trained by, or the followers
of, one particular person or group. For example, none of those Schumpeter labelled
as forming the ‘younger School’ were taught or the followers of either Roscher,
Hildebrand or Knies.? On the other hand, the so-called Austrian ‘marginalists’ Bohm-
Bawerk and Wieser were sent to Germany by their teacher Carl Menger to study under
all three of the older historical economists. Yet neither Roscher, Knies nor Hildebrand
established an ‘older Historical School’.> Schumpeter himself noted it was ‘not good
practice to speak of an Older Historical School” since Roscher, Hildebrand and Knies,
‘do not, in any useful sense, form a group, let alone a school’.* Knies was
predominantly an economic theorist, Roscher was essentially a classical economist who
amended theory with historical insights, and Hildebrand was a historian and statistician
who sought a stadial theory of economic development and was an early advocate of
social reforms. As Max Weber later noted, of the three, really only Hildebrand
worked with what could be called a historical method.’

Members of the supposed ‘younger Historical School” were in any case often

rather critical of these older ‘founders’. For example, Knapp had a very low opinion

'Brentano, Mein Leben, 132-135; Lindenlaub, ‘Richtungskiampfe’, 434-43.
21 indenfeld, ‘The Myth of the Older Historical School’, 406.

31bid., 406-15.

‘Schumpeter, History, 507.

SM. Weber, Roscher and Knies (New York, 1975 [1903-05]), 54.
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of Roscher, with whom he had taught at Leipzig. He once wrote Schmoller that he
found Roscher unsystematic, superficial, and lacking historical ability.' He thought
it shameful for Germany that volume 1 of Roscher’s text, the System der
Volkswirtschaft (1854), had been allowed to go through 20 editions.” There were
great methodological differences between the younger and older historical economists,
particularly the differences between Schmoller and Knies on the principle of
teleology.’ The only real intellectual link, as will be discussed later, was between
Hildebrand and Schmoller, and this one was primarily in statistics and its links to
social reform, as well as in organising the Verein fiir Sozialpolitik.* At the same time,
Schmoller himself rejected laws of historical development and a unified law of
economic phenomena of the kind espoused by Hildebrand, admitting only statistical
and economic (i.e., empirical) laws.’ While appreciating their contributions, Schmoller
would write of Roscher and the ‘older Historical School’ that they were too idealistic,
universal-historical and speculative, lacked depth, were too rash to generalise, and that
many of their conclusions were untenable.®

While Schmoller was certainly an influential teacher who had an immense
impact in Berlin and Prussia, there was no geographical centre of the ‘School’; unlike

the Austrians centred at the University of Vienna, the ‘Historical School’ was scattered

IGStAB, NI. Schmoller, 130a: 405-406, Knapp to Schmoller, 29 Oct. 1888.
2GStAB, NI. Schmoller, 130a: 342-43, Knapp to Schmoller, 16 June 1894.
3A. Spiethoff, ‘Gustav von Schmoller’, SJ 42 (1918), 22.

“Eisermann, Historismus, 184-85, 187.

sSchmoller, Grundrif3, vol. 1, 110.

®Ibid., 119-20.
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throughout Germany, Austria and Switzerland. Brentano worked in Berlin, Breslau,
Strasbourg, Vienna and Leipzig before settling down in Munich; Schmoller began in
Halle and then Strasbourg, finally moving to Berlin; Held taught at Bonn and briefly
at Berlin but died two years before Schmoller arrived; Knapp taught at Leipzig and
then Strasbourg; Biicher, after teaching in Munich, Dorpat, and Basle spent most of
his career in Leipzig, as did Stieda after leaving Rostock; Schanz’s career was spent
at Wiirzburg and Schonberg’s in Freiburg and Tiibingen; Philippovich taught in
Freiburg and then moved to Vienna, where Inama-Sternegg worked; Weber took over
Philippovich’s post in Freiburg but spent most of his career in Heidelberg;
Miaskowski’s career was spent at Basle, Breslau, Vienna and Leipzig; and Sombart
after years at Breslau and the Berlin Handelshochschule, moved to Berlin University
the year Schmoller died.

There is also little evidence to suggest that Schmoller, acting as confidant to
Friedrich Althoff, was narrowly prejudiced for historical economists in his suggestions
for appointment to Prussian universities: while he severely criticised Fredinand
Toennies’ (1855-1936) methods in a review and disagreed with his politics, this did
not hinder Schmoller from later proposing him over the historical economist Schulze-
Gaevernitz for appointment to Kiel University.' Moreover, both Schmoller and Knapp
were champions of discriminated academics, such as the physicist Leo Martin Arons
(1860-1919), officially blacklisted because of his Social Democratic politics, and the

social theorist Georg Simmel (1858-1918), whose career was hindered because of his

'G. Schmoller, Review of Ténnies’ Gemeinschaft und Gesellschaft, JbfGVV 12 (1888), 727-29,
GStAB, NI. Althoff, 63: 22-23, Schmoller to Althoff, 25 Aug. 1892. See also Lindenlaub,
‘Richtungskampfe’, 362-63.
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Jewish background.' In any case, the Althoff papers show that Johannes Conrad,
Adolph Wagner and Wilhelm Lexis were equally influential confidants of Althoff, and
of these only Schmoller and Lexis could be considered ‘historical’ economists.’
Additionally, the ‘Historical School’ lacked an organ. The editors of German
economics journals of the time showed a penchant for variety, and while historical
investigations were pervasively published in almost all of these journals, so were non-
historical, empirical and theoretical tracts, and those dealing with contemporary
economic policy. It is particularly noteworthy that Austrian theorists published
extensively in these journals, especially in the Jahrbiicher fiir Nationalokonomie und
Statistik, two highlights being key works by B6hm-Bawerk and Menger.” Historical
economists were themselves editors of a number of these journals, and no one journal
had a claim to being the journal of the ‘School’. Hildebrand founded and edited the
Jahrbiicher fiir Nationalokonomie und Statistik; Biicher edited the Zeitschrift fuir die
Gesammte Staatswissenschaft, Brentano and then Schmoller edited the Jahrbuch fiir
Gesetzgebung, Verwaltung und Volkswirtschaft im Deutschen Reich (after 1913,
formally Schmollers Jahrbuch); Georg von Schanz edited Finanzarchiv, Sombart and
Weber together with Edgar Jaffé (1866-1921) edited the Archiv fiir
Sozialwissenschaften und Sozialpolitik. Even Schmoller’s Jahrbuch, which is often

assumed of having a one-sided historical bias, was open to variety and not exclusively

'"HHStA, TeilnachlassSchmoller, 4: Schmollerto H.A. Schwarz, Dean, Philosophical Faculty, Berlin
University, 21 Aug. 1899, printed copy; GStAB, NI. Schmoller, 130a: 347-48, Knapp to Schmoller, 10
May 1894 and 345-46, 13 May 1894,

2See also Lindenfeld, Practical Imagination, 267; Lindenlaub shows that Schmoller’s influence
could be quite limited, Lindenlaub, ‘Richtungskampfe’, 148.

E. Bohm-Bawerk, ‘Grundziige der Theorie des Wirtschaftlichen Giiterwerthes’, JbbfNS 13 (1886);
C. Menger, ‘Zur Theorie des Kapitals’, JbhfNS 18 (1888).
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oriented toward the scholarly preoccupations of the alleged ‘Historical School’.
Schmoller explicitly stated in the editorial preface he did nor want the Jahrbuch to
become primarily a scholarly economic journal, but one that dealt instead with the
‘greater questions that currently preoccupy public opinion, parliament and the German
government...”.! The journal was therefore to cover subjects and issues of interest to
a broader academic as well as non-academic audience. Indeed, it is in this regard
revealing that the Jahrbuch published articles by Austrian ‘theorists’.> This is not to
deny, however, that theory and formalisation were underdeveloped in the German
economics profession and under-represented in its journals before the First World
War.> But this, too, hardly forms a ‘school’.

More broadly, the ‘German Historical School’ has been cited as evidence of
Germany’s intellectual Sonderweg (special historical path) in economics and the other
social sciences, according to which romantic and idealist antecedents predominate. The
continuity between ‘older’ and ‘younger Historical Schools’ is also often emphasised,
stressing the peculiarity of German intellectual antecedents.* Overlooked by the
uncritical reiterations of this German intellectual pedigree is the nation-building
function of invoking the name of the ‘German Historical School’. Roscher’s own
history of German economics is paradigmatic. In his teleological, surprisingly a-

historical treatment, the historical ‘direction’ (Richtung) in economics became the

'G. Schmoller, ‘Ueber Zweck und Ziele des Jahrbuchs’, JofGVV 5 (1881), 1.

For example Schumpeter, 31 (1907), 34 (1910) and Ludwig Mises, 33 (1909).

’See Hagemann, ‘Learned Journals’, 33-57.

“Typical examples are T. Suranyi-Unger, Die Entwicklung der theoretischen Volkswirtschaftslehre
im ersten Viertel des 20. Jahrhunderts (Jena, 1927); G. Stavenhagen, Geschichte der Wirtschaftstheorie

(Gottingen, 1951); T. J. F. Riha, German Political Economy: The History of an Alternative Economics,
in 1JSE 12, no. 3-5 (1985), 7; Betz, ‘German Historical School’.
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historical culmination of Germany’s peculiar intellectual traditions. Interestingly,
Schmoller, Knapp and especially Brentano were all critical of Roscher’s history.
Knapp had no regard for his history of doctrines, and Schmoller wrote Roscher in a
letter with his review of Roscher’s book mentioning a ‘mass of problems’ and
‘differences of opinion’, hoping that his criticisms would not harm their friendship.'
Most tellingly, Brentano wrote Schmoller that Roscher’s history of economics ‘does
not describe theories on the basis of the times in which they emerged [and therefore]
adhere to the demands of modern scholarship. If anyone, Roscher should be up to
those demands’.> The ‘Historical School’, ‘Historical-Ethical School’, ‘Realistic
German School’, ‘Neo-Prussian School’ and other variants were all labels that served
the purpose of exaggerating the differences between German and foreign economics.
Foreign (especially British) economics and its adherents in Germany - derisively
labelled Manchestertum - were often caricatured as reductive, dogmatic, speculative
and metaphysical.’

Sometimes ‘historical’ implied nothing more than a vague commitment to
history, ethical issues or policy in economics. Most often ‘historical’ expressed a
commitment to homespun, historically-derived ideas reflecting the peculiarities of
German conditions. A good example of such views in Imperial Germany were the

many hagiographic tributes to Schmoller in German newspapers, particularly the debt

'GStAB, N1. Schmoller, 130a: 7-8, Knapp to Schmoller, 11 Jan. 1874; Schmoller to Roscher, 20
March 1875, in Biermann, ‘Briefwechsel’, 29-31; cf. Schmoller’s review of Roscher’s Geschichte der
Nationalékonomik in Deutchland, LZ 14 (1875), cols. 445-47.

2GStAB, NI. Schmoller, 114: 78-80, Brentano to Schmoller, 10 Dec. 1874.
3These views had wide currency in public opinion as well as in academic circles. See for example

G. Schmoller, ‘Wechselnde Theorien und feststehende Wahrheiten’, JbfGVV 21 (1897), 1387-1404 See.
also Schmoller’s opening speech at the Eisenach convention of 1872, quoted in Boese, Geschichte, 6-11.
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owed to Schmoller by Germany for having made a wider circle aware of and
appreciate ‘indigenous economic institutions’ and ‘their historical development’.! By
contrast, the Social Democrats’ newspaper, the Berlin Vorwcirts, assessed Schmoller’s
history of Hohenzollern social policy, while not a forgery of the ‘Prussian schnapps’,
as an attempt to paste a new label on the bottle, making the ‘bad potato spirits’
(Kartoffelfusel) seem like the finest Riidesheim wine.? The ‘Historical School’ has
also conveniently been blamed for various failings or commandeered for causes:
conservatives considered the ‘Historical School’ an incestuous clique that was soft on
socialism; Nazis liked to lay special claim to the distinctively ‘German’ character of
the ‘Historical School’, though they were quick to point to its deficiencies, notably
that it lacked an racial-organic ideology, and unlike the Austrian School, did not apply
concepts like Volksgeist; liberals blamed the ‘Historical School’ and Marxists for
determinism and the decline of classical economic theory in Germany.’

All such interpretations must be approached critically. Careful investigation
reveals that historical positivism, natural scientific methods, the development of
modern psychology, critical rationalism (emphasising inductive empiricism and
experimentation), as well as the development of statistics were all important impulses
for the historical economics of Schmoller and his colleagues.* All evidence seems to

point to an aversion to speculative philosophy and a wholehearted embrace of realism

Berliner Neuste Nachrichten (23 June 1908).
2Berliner Vorwadrts (24 June 1908).
‘Prussian Landtag, Stenographische Berichte, Haus der Abgeordneten, 75th Session (4 May 1897)

2380-2381; Wiskeman and Liitke, Der Weg, 128-129; Eucken, ‘Uberwindung des Historismus’, 191-
214.

“Hansen, ‘Methodenstreit’, 140-154; Oberschall, Empirical Social Research, 137.
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and empiricism. Schmoller himself had little regard for romanticism, idealism and
speculation in economics, and with reference to Adam Miiller and others wrote:
The whole of post-Kantian philosophy (Schleiermacher, Fichte,
Schelling, Hegel) rests in contrast to Kant, in following the heuristic
principle of teleology and in believing this to be the only justified
method, and declaring their results to be exact science.
In connection with this, the philosophical-political economic
theories of Germany took a speculative path which separated it ever
more from the rest of legal and economic studies in Germany and
abroad. If this division was never fully completed, it was bad enough.'
Schmoller, Brentano and many others identified with so-called ‘younger Historical
School’ were influenced more profoundly by statistical methods than by romanticism,
historicism or Hegelian philosophy. For Schmoller and Brentano the statisticians
Gustav Riimelin (1815-88) and Ernst Engel (1821-96), respectively, were decisive
teachers and mentors.” Biicher, Knapp, Held, Inama-Sternegg and Lexis, like
Hildebrand and Knies before them, were active in statistical offices, which in Germany
were closely linked to the development of both empirical social research and historical
economics.” Additionally, Erich Streissler has pointed out that the development of
economics in Germany in the nineteenth century was influenced in large measure by
important German classical and ‘proto-neoclassical’ economists who developed
marginal valuation, such as F.B.W. Hermann (1795-1868), K.E. Mangoldt (1824-68),

K_.H Rau, and Roscher, who were, incidentally, significant influences not only on Carl

Menger and other Austrian economists, but also on Alfred Marshall (1842-1924).*

'G. Schmoller, ‘Lorenz Stein’, PrJbb 19 (1867), 267.

2See Brentano, Mein Leben, 40-52; G. Schmoller, ‘Gustav Riimelin’, in Charakterbilder (Munich
and Leipzig, 1913), 141-88. Engel’s statistical seminar was a training ground for a large number of
historical economists, among them Held, Brentano and Knapp.

3Schifer, Historische Nationalokonomie, 132-81.

4Streissler, ‘The Influence of German Economics’, 31-68.
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Both Held and Knapp trained with Hermann in Munich, and Schmoller under
Hermann’s student and follower J.A.R. Helferich (1817-92) in Tibingen. The
intellectual gulf that supposedly separated German and Austrian economics has
therefore been exaggerated.'

Finally, what of the normative socio-political preoccupations of the ‘Historical
School’? Was this distinctive and therefore a basis for a ‘School’, or was German
historical economics, as one of Max Weber’s colleagues once remarked, just ‘historical
sauces on a classical dish’?* There is little doubt that the centrality of the ‘social
question’ in German public affairs meant that economics in Germany continued to be
a political economy encompassing a broad range of social phenomena and political
questions. But this too was not particularly novel to the alleged ‘Historical School’.
After all, classical, Marxian and nationalist economics were tied to discrete political
programmes - Smith, Ricardo, Marx and List’s economics were analytical foundations
upon which their respective programmes for political change were built.

A critical evaluation of the meaning of the term ‘Historical School’ thus reveals
a highly complicated picture which would suggest the abandonment of the term
‘School’ altogether. At the same time ‘Historical’ refers to so much that it seems in
danger of losing all meaning, its various overlapping uses and vague associations
spawning more confusion than clarity. This does not deny that the ‘Historical School’,
to which some economists felt they belonged, was a claim to intellectual identity

commonly made in the era in question. The point is not to dispute this, but instead to

'Ibid., 31.

2Robert Wilbrand (1875-1954) quoted in R. vom Bruch, ‘Zur Historisierung der
Staatswissenschaften’, Berichte zur Wissenschaftsgeschichte 8 (1985), 136.
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show that a vague and overburdened rubric of this kind is of little use to a systematic,
critical investigating the use of history as a tool of economic inquiry and the place of
this in the broader context of the rise of social reform in Germany between 1864 and
1894. For these reasons this dissertation will be referring more appropriately to
‘historical economics’, by which is meant ‘historical-statistical economics’, focusing
on the most important of these, Gustav Schmoller, and his close colleagues Lujo
Brentano, Adolf Held and Georg Friedrich Knapp. These historical economists were
a pragmatic, empirically-inclined group of statistically-trained economists who, having
directly observed the effects of rapid urbanisation, industrialisation, the rise of labour
movements and socialism in Germany and abroad in the 1860s, became dissatisfied
with orthodox classical economic doctrines, subjecting these to empirical tests and
criticism. Historical economists sought a new base of knowledge through empiricism,
emphasising factuality and realism. By using history as a critical and analytical tool
and combining it with statistics, they sought practical solutions to economic and social
problems and to advance projects of social reform by disseminating knowledge to both
the public and government officials.

To really understand these ‘historical economists’ their mode of scholarly
production needs detailed investigation. This will provide the foundation upon which

the rest of the thesis can be built.



36

CHAPTER 2:

THE MODE OF PRODUCTION.

Aristotle taught that it is often possible learn more about human intentions by
analysing actions rather than statements. Such a path of inquiry is especially tempting
in light of the confusion revealed in the previous chapter; it also happens to be one
others have left relatively untrodden. What is really known about historical economics?
How and in what sort of institutions did the historical economists work? What was
their mode of production? Their ‘mode of production’ is defined as the mechanisms
of their industry of scholarship, the organisations in which they worked and interacted,
and the institutions which enabled and constrained their output. Addressing this
question is particularly salient since this mode of production was undergoing a process
of professionalisation precisely at a time when historical economists were gaining
influence in Germany. ‘Professionalisation’ is defined as the organisation of
economics as a distinct discipline with a discrete subject matter, commonly-shared
standards of research, common teaching syllabi, a scholarly division of labour, and the
development or consolidation of other supporting institutions like scholarly societies
and journals. This chapter will investigate: 1.) the universities in which historical
economists worked, particularly the economics faculties, seminars, lectures,
curriculum, and degrees, the number and turnover of students and their subsequent
careers, the number of teaching staff and chairs, the opportunity, scope and trajectory
of academic careers as well as the hierarchies, tensions and pressures which university

authorities and state governments imposed upon members of the university; 2.) non-



37

university institutions such as statistical bureaus and statistical seminars in which
historical economists trained or worked; 3.) scholarly and professional organisations
which organised conferences and research projects in which historical economists
participated; 4.) publishers which printed, marketed (and not uncommonly) subsidised
their scholarly output; and finally, 5.) scholarly journals and monographs in which
they published their findings.

With such a potentially large field to investigate, this chapter will limit itself
to the scope of this mode of production as it directly involved Gustav Schmoller, Lujo
Brentano, Georg Friedrich Knapp and Adolf Held. These four figures’ activities
provide an ideal window, since they were the most influential figures within historical
economics and, as importantly, they were close friends of the same generation, linked
by common experiences, institutions, teachers and acquaintances. Moreover, their
career paths crossed or were joined repeatedly at certain key universities and statistical
bureaus. They were also the founding members of a major scholarly organisation
which further fostered their interaction. They organised, shaped, edited and contributed
to important monographs, collections, and scholarly journals, and they had strong,

indeed personal, links to a prestigious academic publisher in Germany.

2.1 The University

German universities, especially the Prussian ones, had been reformed or
founded in the early 19th century with neohumanistic charters which emphasised the
freedom, independence and autonomy of inquiry, teaching and learning. This was
enshrined in the ideals of Lehrfreiheit, the autonomy and independence of teaching,

and Lernfreiheit, the prerogative of students to freely attend lectures. Many subjects
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in the arts and sciences (philosophical faculty) had therefore been left free to develop
their own curriculum, state examinations having only been introduced in medical, legal
and teaching professions. This was in deliberate opposition to the French Napoleonic
university system, which was seen by the Prussian education reformer Wilhelm von
Humboldt (1767-1835) as excessively functional, technocratic and geared too much
to the needs of professions.! While in France the faculty of arts and sciences had
subsequently declined in importance, in Germany it had gained a prominent place in
the university.” Figures attest to the dramatic expansion of this faculty between 1840
and 1910, which by 1901-1906 was attracting as many as 44 percent of all university
students.” The popularity of the philosophical faculty reflected both the increased
attractiveness of the natural sciences and its many new sub-disciplines, as well as - and
significant for this discussion - dramatic growth in economics as a discipline. This was
the result of industrialisation and heavy urbanisation, which increased demand for
trained applied economists, statisticians, officials and managers, as well as for specific
economic and social knowledge: industrial organisation and management, insurance,
banking, trade, transport, as well as public finance, services, health and welfare. Such
knowledge was growing rapidly and became increasingly heterogeneous and
specialised, posing a challenge to economics as a unified doctrinal discipline.
Increasingly also the utility of this knowledge became a major motivation for research.
In German universities of the 1860s and 1870s a markedly positivist and empiricist

research climate had gained a foothold, and specialised empirical research was

'F. Paulsen, The German Universities and University Study (trans. F. Thilly and W. Elwang,
London, New York and Bombay, 1906), 51-52.

2Ibid., 55-58.

3] Conrad, ‘Einige Ergebnisse der Universititstatistik’, JbbfNS 32 (1906), 451.
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displacing comprehensive synthesis as the driving force of scholarship in economics.'
Indeed, many contemporary authorities on the university realised that the neohumanist
hope that university learning would culminate in Bildung and Kultur was a chimera.
As Friedrich Paulsen observed, ‘it [was] becoming more and more evident that it
[science] does not realise such an all-encompassing worldview that will satisfy both
feeling and imagination. It only discovers thousands of fragmentary facts....?
Reflecting these changes, the mode of production of university scholarship was
continually modified. Out of the relatively autonomous, small-scale, craft production
of the Humboldtian university grew more differentiated and coordinated team
production of knowledge on a much larger scale. Out of the faculties which had
pursued research more as a sideline grew new seminars and institutes devoted to
research, and increasingly also, to the production of practical, instrumental knowledge.

Focus will be on Berlin, Bonn, Breslau, Halle, Leipzig and Strasbourg
universities. It was here that Brentano, Held, Knapp and Schmoller took up major
career-making appointments in the 1870s and 1880s, and where they had decisive
influence over the curriculum as well as the careers of their many students. Strasbourg
and Berlin, where a number of historical economists taught, either in conjunction or
succession, deserve special attention. Strasbourg was newly founded as a university in
1872 after the annexation of Alsace-Lorraine from France. The University was unique
since Alsace-Lorraine was a special Reichsland administered directly by the Imperial
government in Berlin. Though this meant that the university was effectively

administered by Prussian officials, it was nevertheless the only Imperial university in

ILindenfeld, Practical Imagination, 206.

2paulsen, German Universities, 67.
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existence. Schmoller took an appointment there as Professor in the winter semester
(WS) of 1872-73. He was joined in 1875 by Knapp (previously at Leipzig) for six
years, who in turn (after Schmoller left Strasbourg in 1882 for Berlin) was joined by
Brentano for some six years. Because of its new foundation, unique status, and
because Schmoller, Knapp and Brentano all held senior appointments in it from the
early 1870s until the First World War, Strasbourg provides outstanding insights into
the university as it was formatively shaped by historical economists, since as a new
institution these key historical economists shaped a faculty, a seminar and a teaching
curriculum. It should also be mentioned that contacts made in the faculty at Strasbourg
had important implications for the future shape of the discipline of economics in
Germany generally. For example, Schmoller became a close friend and life-long
confidant of Friedrich Althoff, then teaching French civil law in the university faculty
of Rechts-und Staatswissenschaften (Legal and State Sciences), who was in 1882 made
head of university affairs and later Ministerial Director (1897) in the Prussian Ministry
of Culture.! Berlin University, where Brentano and then Held briefly lectured and
later where Schmoller occupied a life-long senior appointment, will be the other focus
of this analysis. Schmoller left Strasbourg in 1882 to take up an appointment at Berlin
made vacant by Held’s death in 1880. This university eventually became synonymous
with Schmoller, his many students, ‘socialism of the chair’ and German economics
generally. Berlin rapidly became not only the largest, most important and influential
university in Prussia and Germany, but its sub-faculty of Staatswissenschaften was one

of the most prestigious of its kind.

'In Prussia this was formally known as Ministerium der Geistlichen, Unterichts- und
Medicinalangelegenheiten.
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German universities, reflecting the legacy of disunity in German history, had
always displayed a high degree of variety and plurality. Until 1871, the German states
that later made up the Empire had been sovereign states each with their own education
system. While particularly successful educational models were frequently copied, they
nonetheless displayed a significant degree of variation. Secondly, German universities,
since the Reformation and Thirty Years War, had become state institutions. In the
aftermath of the Thirty Years War they became important tools of absolute
governments, foremost Prussia, in the struggle to consolidate rule, rebuild the economy
and protect the state’s sovereignty. After the Napoleonic invasion and reform era,
state involvement in and expenditure on universities intensified, although at the same
time the universities gained important legally-defined freedoms and autonomy,
especially with regard to teaching and research. There was, however, a long tradition
in Germany of rulers viewing universities as important instruments of the state, and
it is particularly notable that absolute princes recognised very early the rates of return
of the university’s output, especially in securing technological advances, thriving
manufacturers, efficient administration and an expanded fiscal base. With unification
of the German lands in 1871, individual states retained constitutional cultural
sovereignty (Kulturhoheif) and thereby autonomy over educational affairs. As a
consequence the imperial government - except in the case of the newly founded
University of Strasbourg - was involved neither in funding nor in regulating higher
education in Germany, although it did contribute to the creation of a few important
specialised research institutes outside of the university. While the scope for imperial
involvement in education was small, state governments exercised considerable

discretion over their universities, particularly through their budgetary powers, as well
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as their regulation of faculty appointments and certain examinations.

2.2 Staatswissenschaft as an Academic Discipline

Reflecting the close relationship between absolute rulers and their universities,
economics in Germany grew out of Staatskunst (statecraft) and Staatswirthschaft (state
economy), which had evolved as a training in crown administration and was therefore
often also called Cameralien or Cammer-Sachen (Cameralism). This Staatswirthschaft
was literally the ability to balance the fiscal needs of the sovereign with the economic
needs of his subjects, reflecting the belief that the strength and security of the state
was based on an economically flourishing, growing population.' Staatswirthschaft and
Cameralien were initially taught as a preparatory subject in practical philosophy, ethics
and politics in the philosophical faculty for higher study in the faculties of theology,
medicine and especially law.? As it developed, ‘Cameralien’ or ‘Cammer-Sachen’
included practical training in landed estate management, commerce, mines and
technology, and therefore also came to be taught in conjunction with such subjects as
land economy and technology.” In 1727 the first two university chairs in this early
form of economics (Oekonomie, Policey und Kammer-Sachen) were established by the
leading exponent of rational administration, Frederick William I of Prussia (1688-
1740), at Halle and Frankfurt an der Oder, both of which became leading centres of

Cameralism.* By the turn of the 18th century nearly every other German and

'Tribe, Governing Economy, 8-9 and 20.

2K H. Hennings, ‘Die Instutitionalisierung der Nationalokonomie an deutschen Universitdten’, in
Instutitionalisierung, ed. Waszek, 44.

3Lindenfeld, Practical Imagination, 11-45.

“Hennings, ‘Institutionalisierung’, 43; see also Tribe, Strategies, 8-31.
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Austrian university had followed suit. In some cases, such as Giessen and Mainz,
distinct faculties of Cameralism were founded. As a subject concerned with
administration (Verwaltung) and regulation (Policey), Cameralism also developed
closer links to law faculties in some south German universities and Austria. In Austria
Cameralism was fused entirely with the law faculty after 1782.!

With the spread and popularisation of more ‘civil’ (less administrative) variants
of economics, such as Nationalokonomie and Volkswirtschaft (literally ‘national’ and
‘peoples’ economy) as a consequence of the growing influence of classical economics,
the spread of constitutional government, nationalism and the growth of civil society,’
a few universities founded their own distinct faculties of Staatswirthschaft, such as
Munich, and most famously, Tiibingen. Yet even here economics was linked closely
to technology, as it had been under Cameralism.” In most other places where
universities were reformed or newly-established following the Napoleonic upheavals,
Staatswirtschaft evolved into Staatswissenschaft (state or political science) and was
more commonly integrated into the philosophical faculty, with Nationalékonomie and
Volkswirtschaft taught as a subjects under its broader aegis. As was discussed, this
reflected the commitment of reformers to encourage independent scholarship, and it

became the model for all Prussian, as well as most other German universities.* This,

'Hennings, ‘Institutionalisierung’, 45.
2Tribe, Governing Economy, 149-82; idem, Strategies, 25-31.

K. E. Bom, Geschichte der Wirtschaftswissenschaften an der Universitdt Tibingen (Tiibingen,
1967); H. Dickerhof, ‘Kameralstudium und Bildungssystematik in Bayern von der Spataufklarung bis
zum Vormirz’, in Institutionalisierung, ed. Waszek, 233-65.

4G. Schmolders, ‘Die Wirtschaftlichen Staatswissenschaften an der Universitat Berlin von der
Reichsgriindung bis 1945°, in H. Leussink, et al. eds., Studium Berolinense (Berlin, 1960), 152-53; N.
Waszek, ‘Die Staatswissensschaftenand der Universitat Berlin’, in Institutionalisierung, ed. idem, 267.
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as will be discussed later, had important implications for economics in Germany.
Nevertheless the link between administrative science and economics remained strong
not only in Austria, but in all German-speaking lands. These developments were
reflected in the universities in which Schmoller, Knapp, Held and Brentano taught
between 1870 and 1914. For example, at the University of Bonn, Breslau and Leipzig,
economics bore the name Staats- und Cameralwissenschaften, at Berlin Staats-,
Cameral und Gewerbewissenschaften, and at Halle Staats-, Cameralwissenschaft und
Landwirthschaft. In all of these universities it was part of the philosophical faculty.
Only in Strasbourg, due to its new establishment, small size, and organisation by the
Badenese jurist Franz von Roggenbach (1825-1907), was economics taught in a
combined faculty of legal and state sciences, (Rechts- und Staatswissenschaften), as
in all Austrian universities and as had been proposed but never implemented in Baden
in the 1860s."

The coexistence of newer Nationalokonomie and the older Staatswirthschafft,
became standard in economics through Karl Heinrich Rau’s Lehrbuch der politischen
Oekonomie (1826-37). This influential text transmitted Cameralist conceptions of
economic administration to the generation of economists represented by Hildebrand
and Roscher.? German economics was consequently bifurcated into a theoretical,
general field based on Adam Smith’s commercial system, and an applied, practical and

empirical realm (‘the real world’) where the state resumed the role it had under

'The only other examples of the combination of law and economics into a single faculty in Germany
came later; Wiirzburg (1878) and Freiburg (1896); see G. Cohn, ‘Ueber die Vereinigung der
Staatswissenschaften mit den Juristenfakultaten’JbbfNS 20 (1900), 756, and Tribe, Strategies, 84.

2Tribe, Governing Economy, 196 and 201; Lindenfeld, Practical Imagination, 118-30.
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Cameralism.' The influence of Rau and his textbook on the subsequent structure of
the discipline is striking, particularly also its division into economic theory, practical
economics and public finance.

As a student of Rau’s in Heidelberg, Wilhelm Roscher was strongly influenced
by the conception of economics embodied in Rau’s Leharbuch.> As economics was
later formulated by Roscher in his own influential text, System der Volkswirtschaft
(1854), economic activity was defined as the process by which humans satisfy their
wants and needs, and that this was the source of economic life. This was a definition
that had become conventional in German economics since the early 19th century and
borrowed heavily from Cameralism and Aristotelean ethics.” Like Rau, Roscher was
quite open to the use of different approaches to economics wherever necessary, and
his text became more a supplement than a replacement of Rau’s text.

Staatswissenschaft was marked by plurality of both method and subject, with
a strong orientation to what today would be called ‘interdisciplinary’ inquiry. In
Staatswissenschaft the economy was not approached as an autonomous productive
system, but one embedded instead in political and legal institutions whose basic
function was the fulfilment of human need. Both Rau and Roscher’s texts were
influential in both Austria and Germany for the teaching and structure of economics
as a university discipline.* Schmoller and the rest of his generation were very familiar

with these texts and the conception of economics they contained. This is confirmed

'Tribe, Governing Economy, 175-76.
Ibid., 183.
3ldem, Strategies of Economic Order, 70.

“See Streissler and Milford, ‘Theoretical and Methodological Positions’, 43-79.
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by even a superficial glance at the lectures and texts they themselves devised for their
students. For example, Held’s and Schmoller’s lectures in Nationalokonomie began by
introducing the concept of needs and their fulfilment by goods, followed by a
discussion of production, commerce, finance, and distribution.' However, it also needs
to be mentioned that the historical economists, while dependent upon this institutional
heritage, were at the same time very dissatisfied with the intellectual status quo in
German economics. Knapp was convinced, for example, that the German universities
had not produced much in the way of economics: ‘let us be under no illusion: the
German universities have properly produced in no field as little to this day as in

economics and social policy’.’

2.3 Faculty Structure, Curriculum, Exams and Degrees

The development of Staatswissenschaft out of Cameralism and its integration
into the philosophical faculty had a number of important implications for the discipline
and its development. For one, the great plurality of universities in Germany and the
accompanying variety in university structure and faculty organisation meant that many
variants of Staatswissenschaft coexisted. In Prussia and other German states
Staatswissenschaft in the course of the latter 19th century was increasingly understood
to mean Wirtschaftswissenschaften (economic science) under which a variety of related

economic subjects were taught.” This subject was divided into branches which bore

'A. Held, Grundriss zu Vorlesungen iiber Nationalokonomie (Bonn, 1878); GStAB, NI. Schmoller,
88: Vorlesungen iiber allgemeine Nationalokonomie.

2GStAB, NI. Schmoller, 130a: 21-22, Knapp to Schmoller, 18 Feb. 1873.

3Cohn, ‘Ueber die Vereinigung’, 755. This point is confused by Lindenfeld in Practical
Imagination, 209-13.
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different, often synonymous, names reflecting the existing institutional variations.
Nevertheless, analysis of the lectures the historical economists held at Bonn, Berlin,
Breslau, Halle, Leipzig and Strasbourg in the late 1860s early 1870s from the relevant
lecture guides confirms the following divisions of Staatswissenschaft or
Staatswirtschaftslehre which roughly follow those introduced by Rau’s textbook: 1).
allgemeine, theoretische Nationalokonomie or allgemeine, theoretische
Volkswirthschaftslehre (General, theoretical political economy); 2) practische/specielle
Nationalékonomie or Volkswirtschaftspolitik (special/practical political economy or
economic policy, meaning agricultural, mining, commercial and/or trade policy). This
was also sometimes called Verkehrspolitik (trade or commercial policy); 3)
Finanzwissenschaft, Finanzpolitik and/or Geld und Bankwesen (finance, financial
policy and/or money and banking); 4) allgemeine or specielle/practische
Polizeiwissenschaft and wirtschaftliche Verwaltungslehre  (theoretical/practical
regulatory and administrative science).! In addition to these subjects, other lectures
were given from semester to semester on more or less an ad hoc basis. These included
such topics as technology, politics and theory of state, constitutional history, history
of Prussian administration, statistics, as well as history of economic and political
doctrines. Occasionally also a course was offered in practical economic exercises. It
became standard at universities such as Bonn, Breslau, Halle, Leipzig and Strasbourg
for one senior Professor and one more junior faculty member to give the core lectures.
Between these two a division of labour was worked out based upon the relative

command of specific subjects. This was the pattern worked out between Erwin Nasse

'This was deduced from the lecture guides of the Universities Berlin, Bonn, Breslau, Leipzig, and
Strasbourg beginning in 1870, and for Strasbourg beginning in 1872. Full references to these are given
in the bibliography.
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and Held at Bonn, J.L. Tellkampf (1808-76) and Brentano at Breslau, Roscher and

Knapp at Leipzig, and Schmoller and first Wilhelm Lexis, then Knapp, at Strasbourg.
At Strasbourg, for example, Schmoller always gave the core lectures in practical and
theoretical Nationalokonomie, while Lexis and then later Knapp gave them in
statistics.! Full professors also lectured in special sub-branches of the discipline, but
it was quite common for other Extraordinarien, (adjunct professors) and more often
Privatdozenten (non-tenured junior faculty) to give these, especially those who had
recently researched the subject in a Habilitation thesis. For example, while still a
Privatdozent at Berlin, Brentano lectured on the workers’ question in England, a
subject he had researched in Britain and to which he had devoted his Habilitation
thesis.? For more loosely-related subjects, faculty from neighbouring disciplines such
as law, land economy or history could be called in to lecture. It was customary for
many students in law to attend some lectures in economics, and at some universities
like Strasbourg it was explicitly recommended by the faculty.’

Lectures were divided into the categories ‘private’ and ‘public’, the former
were usually core lectures or the seminar in economics open only to certified students
of the faculty and required payment of a lecture fee by those attending. The latter were
usually in related fields, open to the public and required no fee. At Strasbourg,
Professors were required by statute to give at least one course of each kind of lecture

per semester.* Between 1872 and 1882, for example, Schmoller’s core private lectures

'See for example U. Strassburg, Verzeichnis der Vorlesungen, SS 1873, 6-7.
2See U. Berlin, Verzeichnis der Vorlesungen, SS 1872, 12.

3U. Strassburg, Studeinplan fiir die Studierenden der Rechts- und Staatswissenschaften (Strasbourg,
1875), in GStAB, NI. Schmoller, 6: 196-97.

4U. Strassburg, Provisorisches Statut fiir die Universitdt Strassburg (Strasbourg, 1872), 22, par. 75.
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in practical and theoretical Nationalékonomie were given four days a week and
required a fee of between 16 and 25 marks per student each semester. To give a
rough idiea of attendance, in winter semester 1872-73 Schmoller had 37, in summer
semester 1876, 66, and in winter 1881-82, 51 students attending these core lectures.'
Schmolle:r wrote that his yearly income from lecture fees (Kolleggeld) at Strasbourg
was 2,000 marks on average.’

T'he lecture curriculum in Staatswissenschaften could vary considerably from
one insti tution to another and was in some measure a consequence of the flexibility
and inde pendence that the discipline enjoyed in the philosophical faculty. Unlike law,
medicinez or teaching, state governments had not seen fit to devise a set of
Staatsexiamen (state examinations) to certify competence in economics; in
Staatswi,ssenschaften there was - apart from a faculty report of university attendance
(Abgang szeugnis) - only the Doctoral diploma as a formal academic certificate whose
examinations varied from one institution to another. Moreover the tradition of
Lernfreiiheit meant that students could easily move from one university to another until
they fouind the lectures, curriculum, and as importantly, academic mentors and faculty
which suited them. Students were only required by statute to pay a matriculation fee,
at Strasbourg, for example, 10 marks for those transferring from other universities and
20 mark:s for first-time students.” The freedom to attend lectures at a variety of

universities was reflected in the high variation in student numbers from semester to

1GStA.B, NI. Schmoller, 6: 86-108, Verzeichnif} der fir Vorlesungen des Herrn Professor Dr.
Schmoller- eingezahlten Honorarien WS 1872-73-WS 1881-82.

2BAK , NI. Brentano, 250: Schmoller to Brentano, 20 Nov. 1881.

3U. Strassburg, Provisorisches Statut fir die Universitat Strassburg (Strasbourg, 1872), 24,
paragraph 93.
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semester, as well as the high rates of turnover within the subject at many German
universities. Strasbourg showed a particularly high turnover within the faculty of
Rechts- und Staatswissenschaften, which between 1874 and 1895 showed from
semester to semester roughly as many students im- or exmatriculating as remaining in
the faculty, meaning that, on average, students stayed for only 2 semesters.! While
Schmoller was at Berlin it was also common for the number of matriculated students
to vary considerably from one semester to another: by more than 1,300 in 1895 and
by over 2,300 in 1910, out of a base student population of 5,527 and 9,686,
respectively.?

The statutes of the philosophical faculties at Prussian universities granted both
a master and doctorate degree, for both of which it was required that the candidate had
studied a minimum of 6 semesters (or be dispensed from this by having studied
elsewhere), had proven his scholarly competence through a thesis, and passed an oral
examination.” A number of smaller and poorly funded universities in German petty
states and Austria capitalised on the mobility of German students and had since the
18th century developed a rather lucrative trade in doctorates in economics and other
subjects.” While much was done in Prussia to reform and more rigorously control the
doctoral promotion, the Magister had diminished almost to irrelevance in the
Staatswissenschaften in the course of the 19th century due to the inflation of

doctorates. Therefore, the only formal examination in the discipline generally by the

'See U. Strassburg, Amtliches Verzeichnis, WS 1874-75 - WS 1895-96.
U. Berlin, Amtliches Verzeichnif3, WS 1895-96 and WS 1910-11, 165 and 305, resp.
3See J.F.W. Koch, Die preufischen Universitdten (Berlin, 1839).

4Cohn,‘ Staatswissenschaften’, 765-66.
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1870s was that for the doctorate,! and in some newer universities, like Strasbourg,
statutes provided only for the doctoral degree.’ Only later in the 1920s was the
Diplom introduced as an intermediate alternative to the doctorate.’

At Strasbourg admission to examinations for the Doktor der
Staatswissenschaften (originally Doctor cameralium, later Doctor rerum politicarum)*
could be attained by petitioning the dean and submitting a curriculum vitae together
with the Abgangszeugnisse (reports of universities attended) showing proof of three
years of academic study. The examination was in three parts, two written and one oral.
The written exam was an inaugural dissertation in Latin or German on a subject
chosen by the candidate, and following a successful defense, had to be published. The
other written exam was a treatise on a subject given by the faculty. Upon submission
of the thesis a fee of 360 marks was paid and distributed among the faculty, dean and
exam referees (in some cases the candidate was dispensed from paying fees). Both
written exams were evaluated by members of the faculty. Admission to oral
examinations assumed success in the written portion and was given in the following
subjects: Volkswirthschaftslehre (political economy), Finanzwissenschaft (Financial
sciences), statistics, and politics. In addition to these, certain legal subjects were
examined: elements of Roman and German private law (trade law, exchange law, law
of the German Empire) as well as legal history, common civil process and

constitutional law. While this reflected the combination of law and economics into a

'Ibid., 764-69.
2U. Strassburg, Provisorisches Statut, 6, par. 11.
‘Hennings, ‘Institutionalisierung’, 47,

4While economics and law were in a combined faculty at Strasbourg, it is significant that separate
and distinct doctoral degrees were established with their own examinations.
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single faculty at Strasbourg, examination in constitutional and private law was not
uncommon 1in the Staatswissenschaften in Germany. The oral exam was given in
German by specialists in the specific subjects from the faculty who made a decision
to grant the degree by unanimous vote.! While these procedures were established by
statute and were largely followed, exam results could easily be influenced by the
weight of senior Professors, particularly since it was not uncommonly the case that
thesis supervisors were simultaneously examiners, as was the case, for example, with
the doctoral thesis of one of Schmoller’s American Students, Henry Walcott Farnam
(1853-1933), later a professor at Yale University.

Doctoral dissertations varied greatly in length and quality. Generally, because
of comprehensive reforms, better funding and emphasis on research, standards were
higher in Prussia than elsewhere in Germany or Austria. Dissertations were also
considerably shorter than is standard today and could cover a vast range of subjects
broadly within the discipline. Examples of doctoral dissertations in economics written
by Schmoller, Brentano, Held and Knapp reveal a considerable range of subjects and
length. Schmoller’s dissertation on economic ideas during the reformation period in
Germany was a tome of some 256 densely printed pages,” while Brentano’s

dissertation on von Thiinen’s natural wage and interest rates took up a rather more

'U. Strassburg Promotionsordnung der Rechts- und Staatswissenschaftlichen Facultdt der Kaiser-
Wilhelms-Universitdt Strassburg 1880 (Strasbourg, 1880).

?GStAB, Nl. Schmoller, 6: 256, Handwritten evaluation of Henry Farnam’s doctoral thesis, n.d.
37ur Geschichte der national-6konomischen Ansichten in Deutschland wihrend der

Reformationsperiode’ (University of Tiibingen, Dr. oec. publ. thesis, 1860), published in ZfGSr 16
(1860), 461-716.
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slim 59 pages.! Both Held’s dissertation criticising Henry Carey’s (1793-1879)

economics and mercantilism, and Knapp’s testing Heinrich von Thiinen’s (1783-1850)
investigation of wage and interest rates in an isolated state, fell between this range.’

With the degeneration of the doctorate to little more than a master’s thesis,
those who wished to secure the venia legendi to pursue an academic career needed to
complete a second doctorate, the Habilitation. This usually entailed a more substantial
written thesis which had to fall within a different subject area than the doctorate -
specifically, a subject in which the candidate wanted to lecture. But it was not
necessarily much longer than a doctoral thesis, as Held’s Habilitationsschrift (second
doctoral thesis) on the theory of tax roll-over showed, making up, as it did, 75
published pages.” In addition to the Habilitationsschrift, at Strasbourg - as was
common elsewhere - the candidate had to pay a fee (25 gold marks), prove they had
studied for at least five years, and successfully give an inaugural lecture in their
chosen subject. Finally, it was common for new Privatdozenten to be restricted to
lecturing in the subject of their Habilitationsschrift for a probationary period of 2
years.*

The flexibility as well as the relative autonomy of the discipline from the law

faculty, which due to its importance to the state administrative cadre and the courts -

“Ueber Heinrich von Thiinens naturgemifBen Lohn- und Zinsful im isolierten Staate’, (University
of Gottingen, Dr. Phil. thesis, 1867).

?A. Held, ‘Carey’s Sozialwissenschaftund das Merkantilsytem. Eine LiteraturgeschichticheParallele
(University of Wiirzburg, Dr. Jur. thesis, 1866); G.F. Knapp, ‘Zur Priifung der Untersuchungen
Thiinen’s iiber Lohn und ZinsfuB im isloierten Staate’ (University of Géttingen, Dr. Phil. thesis, 1865).

3¢Zur Lehre von der Ueberwilzung von Steuren’, ZtGS 24 (1868), 421-95.

“GStAB, Nl Schmoller, 6: 138, Habilitationsordnung fiir die recht- und staatswissenschaftliche
Facultit zu Strassburg (transcribed manuscript, n.d.).
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as well as the dogmatics of its lectures and its prescribed state examinations - tended

to be rather more conservative and inflexible, allowed the Staatswissenschaften a
considerable range of freedom in its development. This meant that institutionally the
German and especially Prussian Staatswissenschafien were more sensitive to changes
in the scientific as well as economic and social climate. Particularly, the curriculum
of lectures (Kolleg) could be more easily modified or altered to reflect those changes.
Even at Strasbourg, which had a combined faculty of law and economics, this
autonomy and flexibility was retained. On assuming his chair in 1872, Schmoller
forcefully expressed his misgivings with the joint faculty arrangement and was
involved in the first year of his tenure in a successful but ongoing struggle to establish
and then reaffirm the autonomy of the curriculum and doctoral degree in
Staatswissenschaften. In this dispute Schmoller held that an overemphasis on legal
training for economists had precedence nowhere in Germany and came at the expense
of scientific inquiry.'

With the tenure in the late 1860s and early 70s of Schmoller, Knapp, Brentano
and Held at the universities of Halle, Strasbourg, Leipzig, Berlin, Breslau and Bonn
changes to this curriculum are distinctly observable, particularly the more systematic
teaching of statistics, the widespread introduction of the seminar system, and the wider
scope for lecturing on the social question and the history of economic doctrines. Such
changes to the curriculum suited historical economists particularly well, since it
leveraged their set of skills and complemented their social and political commitments.

Firstly, statistics became part of the core lecture and seminar curriculum. While

I'This is explicit in a report by one of the deans of the philosophical faculty at Strasbourg, Adolf
Michaelis, of June 1873, GStAB, NI. Schmoller 6: 58.
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statistics had been taught as a core element at a few universities before the 1860s (by
J.G. Hoffmann [1765-1847] and K.F.W. Dieterici [1790-1859] in Berlin and by
Hanssen in Leipzig and Berlin, for example),' this was more an exception than a rule
in Germany. Moreover, statistical tools underwent dramatic refinement between 1840
and 1860, upon which younger scholars making up Schmoller’s generation could
capitalise.” This reflected not only the growing importance of this tool to the
discipline but, as will be discussed later, the extensive training which many historical
economists themselves had gained in statistical bureaus. Indeed the generation of
economists (both historical and non-historical) that had been trained in the 1860s had
taken part in many discussions and debates over statistics and did much to popularise
it as a tool of economic inquiry.? Encouragement for this new statistical direction was
expressly given by the leading statisticians of the time. Indeed Hildebrand wrote
Schmoller as early as 1863 with strong encouragement for a more statistical approach,
and in early correspondences between Schmoller and Knapp, the latter discussed at
length the importance of statistics as an indispensable tool of realistic, scientifically-
rigorous economics.® Tangible examples of this were Knapp’s lectures in statistics
at Leipzig between 1867 and 1874 and the founding of Strasbourg’s
staatswissenschaftliches Seminar by Schmoller, including ‘economic-statistical

exercises’ run by the same, in conjunction with lectures in statistics given first by

'K. H. Hennings, ‘Die Wirtschaftswissenschaften an der Universitdt Leipzig’, in
Institutionalisierung, ed. Waszek, 122-61.

2See Lindenfeld, Practical Imagination, 193-97.
3T. M. Porter, The Rise of Statistical Thinking 1820-1900 (Princeton, 1986), 167-92.

“GStAB, NI. Schmoller, 151: 92-93, Hildebrand to Schmoller, 3 July 1863; 130a: 93-94, Knapp to
Schmoller, 6 Dec. 1870.
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Wilhelm Lexis and then after 1874 by Knapp. Indeed, at Strasbourg Knapp was

notable for his 1875 lectures in mathematical statistics and for the division of the
seminar into a separate section on applied statistics run by him. Other good examples
are Held’s first lectures at Bonn in 1867, an introduction to statistics which became
a regular series on population statistics, moral statistics and statistical theory.'
Secondly, and illustrated by the previous point, a seminar course focusing on
practical exercises in the traditional areas of the Staatswissenschafien and statistics
became not only an established part of the curriculum, but also a research institution
in its own right, often acquiring its own specialised library, rooms and monographs.
Schmoller was the first person to establish seminars both in Halle and Strasbourg,
which became a venue for advanced students to take part in his research.” At
Strasbourg the series Abhandlungen aus dem staatswissenschaftlichen Seminar and the
Staats- und Sozialwissenschaftliche Forschungen (the latter of which was later
transferred to Berlin), were founded and edited by Schmoller, Knapp and later
Brentano to publish the seminar’s research and the theses of seminar participants.’
The Strasbourg seminar’s earliest focus was on sources and literature on Strasbourg’s
medieval guilds, a subject on which a number of younger members of the seminar,

such as Schanz and Stieda, published.® Another vivid example was Bonn, where a

'GStAB, NI. Schmoller, 130a: 2-6, Knapp to Schmoller, 11 May 1874; U. Strassburg, Verzeichnis
der Vorlesungen, SS 1873, 7 and ibid., SS 1875, 7; U. Bonn, Vorlesungen, WS 1867-68, 6.

2See Spiethoff, ‘Gustav von Schmoller’, 11-30.

3For example, Henry W. Farnam’s doctoral thesis, ‘Die innere franzosische Gewerbepolitik von
Colbert bis Turgot’, SSF 1, no. 4 (1878).

4W. Stieda, ‘Zur Erinnerung an Gustav Schmoller’, 227-320; the seminar bore the title ‘Die
Gewerbeverfassung vom 15.-17. Jahrhundert. Erléduterung der Quellen und Literatur sowie Arbeiten
dariiber’, U. Strassburg, Verzeichnis der Vorlesungen, SS 1874, 6.
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seminar course (Staatswirthschaftliche Uebungen) was organised and run by Held in
WS 1869-70 and was established as a regular part of Bonn’s curriculum beginning in
SS 1872.! The same pattern can be observed with Brentano’s tenure at Breslau
beginning in 1873.> This was evidence of the importance historical economists placed
on empiricism, practice and coordinated research, as well as the favourable experiences
with this institution in Ernst Engel’s statistical seminar at the Prussian Statistical
Bureau from the mid 1860s to early 1870s, where Held, Knapp and Brentano had all
been trained and with whom Schmoller was then in close contact.

Thirdly, lectures on economic method and the history of economic, social and
political doctrines became much more regular and important. Moreover, these lectures
tended increasingly to historicise classical economics.” Such lectures were among the
first given by Schmoller in Strasbourg in WS 1872-73, and they figured regularly in
Held’s cycle of lectures in Bonn after about SS 1875 and in Brentano’s at Breslau
beginning in WS 1873/74.% Fourthly and most significantly, Held, Brentano, Knapp
and Schmoller all regularly began giving lectures on the ‘social and labour question’,
particularly its comparative history and implications for policy. This was already in
evidence as early as 1865 at the University of Halle, where Schmoller began a series
of lectures entitled ‘Poverty, Proletariat and the Labour Question’,” as well as when

Brentano was still a Dozent in Berlin in 1872, where he gave lectures titled ‘the labour

'U. Bonn, Verzeichnif3 der Vorlesungen, WS 1869-70 and SS 1872, 5 and 6, resp.
2U. Breslau, Verzeichnis der Vorlesungen, SS 1873, 6.
3Typical in this respect were Held’s lectures, published in Grundrif§ zu Vorlesungen, 16-27.

‘U. Strassburg, Verzeichnis der Vorlesungen, WS 1872-73, 7; U. Bonn, Verzeichnif der
Vorlesungen, SS 1875, 6; U. Breslau, Verzeichnis der Vorlesungen, WS 1873-74, 6.

SLindenfeld, Practical Imagination, 218.
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question in England with consideration of German workers’ conditions’.! In
Brentano’s case at Berlin, the first part of his study of the English guilds and origins
of trades unions was submitted as a Habilitation thesis, and he was therefore restricted
to lecturing in this subject.” What is interesting to note is that the choice of
Habilitation subjects among the younger generation of economists directly determined
the range of subjects available in the lecture curriculum. Nevertheless, even as full
professor in Breslau, current political and economic questions were so important to
Brentano that they became the subject of a special series of lectures and seminars
beginning in SS 1873.> Knapp, while still an Extraordinarius in Leipzig, gave a series
of lectures on the labour movement in SS 1872, and in WS 1874-75 was giving them
on the history of social movements in Britain, France and Germany. Upon moving to
Strasbourg, Knapp was convinced that it was now time to integrate socio-political
history as one of the most important lectures in the Staatswissenschaften. Held set
the precedent at Bonn in WS 1872-73 with a lecture series titled ‘Labour Question’.
Schmoller established a similar pattern in Strasbourg in SS 1873 with a 1-2 hour free

lecture series titled ‘On Current Social Theories and the Labour Question’.® This

'U. Berlin, Verzeichnis der Vorlesungen, SS 1872, 12.

2Die Arbeitergilden der Gegenwart, vol. 1 (University of Berlin, Habilitation thesis, 1872, published
Leipzig, 1871).

3U. Berlin, Verzeichnis der Vorlesungen, SS 1872, 12. U. Breslau, Verzeichnis der Vorlesungen, SS
1873, 6.

“GStAB, NI. Schmoller, 130a: 223-24, Knapp to Schmoller, 3 Oct. 1874.
5GStAB, N1. Schmoller, 131a: 48, Knapp to Schmoller, 28 May 1872; Lecture guide for Leipzig
University during WS 1874-75, reprinted in Hennings, ‘Wirtschaftswisenschaften’, in

Institutionalisierung, ed. Waszek, 160; U. Bonn, Verzeichnif3, WS 72-73, 6.

SU. Strassburg, Verzeichnis der Vorlesungen, SS 1873, 6; see also the curriculum recommended by
the faculty at Strasbourg, in idem, Studienplan.
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socio-political activism at the lectern followed Held’s and then Schmoller’s later career
in Berlin, as well as Brentano’s to Strasbourg, Leipzig and eventually Munich. For
example, though Held drowned in Switzerland in August of 1880, he had announced
lectures titled ‘the state of the social question in Germany’ for WS 1880-81, and
Schmoller’s ‘socialism of the lectern’ complemented Adolph Wagner’s to such an
extent that 2 of the 14 lectures offered in WS 1884-85 at Berlin focused specifically
on socialism and social policy.'

[t was extraordinary to what extent the curriculum and lectern could be used,
indeed modified, to voice issues of current economic, political and especially social
concern - in the case of historical economists, particularly to vent their own strong
convictions about the desirability of social reform. This was without much doubt due
in some measure to the flexibility of the existing institutional arrangements of the
discipline in Germany, or in the case of Schmoller at Strasbourg, the result of a
vigorous and successful campaign to retain autonomy within a combined faculty of
law and economics. By comparison, Austrian economists’ political conservatism at the
time, foremost Carl Menger himself,? was striking, prompting the question to what
degree the direct and older links of law and economics in Austria ensured this

conservatism.> That this is not merely speculation is borne out by just one vivid

'U. Berlin, Verzeichniss der Vorlesungen, WS 1880-81, 15; ibid., WS 1884-85, 17.

2See F.A. Hayek in preface to Collected Works of Carl Menger, vol. 1, (London, 1935), xxxv; L.
M. Kirzner, ‘Menger, Classical Liberalism and the Austrian School of Economics’, in Carl Menger, ed.
Caldwell, 106; E. W. Streissler, ‘Carl Menger on Economic Policy’, in ibid, 129; M. Alter, Carl
Menger and the Origins of Austrian Economics (Boulder, San Francisco and Oxford, 1990), 183-84,;
Lindenfeld, Practical Imagination, 249.

SW. Wadl, Liberalismus und Soziale Frage in Osterreich (Vienna, 1987), 21-22, 33-34; A. Fischer,
Das ésterreichische Doktorat der Rechtswissenschaften und die Rechtsanwaltschaft (Innsbruck and
Munich, 1974), 57-80.
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example: ‘socialism of the chair’ or Kathedersozialismus did not escape the attention
of Prussian conservatives and government officials, who viewed it with considerable
and increasing unease, especially after the repeal of the repressive socialist laws in
1890 and the controversial ‘Case of Arons’ in 1897, in which it was discovered that
a Berlin Privatdozent, Leo Arons, was an active Social Democrat. Arons’ venia
legendi was subsequently suspended by a controversial law, the lex Arons of 1898.
In 1897 controversy and crisis engulfed the whole Ministry of Culture relating to
appointment policy in the Staatswissenschaften. The ministry had been repeatedly
accused in newspaper articles by ultra-conservatives and free market liberals of having
pandered to ‘socialism of the chair’, particularly Schmoller, thus biasing Prussian
university appointments in favour of a clique of academics sympathetic to socialism.'
This, it was claimed, was particularly the case at the University of Berlin.”> Minister
of Culture Robert von Bosse (1852-1901) and Ministerialdirektor Althoff were
subjected to repeated such attacks by conservatives in both houses of the Prussian
parliament when called to account at sessions to determine the budget of their
ministry. In the Chamber of Deputies the supposed one-sidedness of university
appointments in economics favouring the ‘Kathedersozialistische Richtung’ (school
of the socialists of the chair) was repeatedly emphasised, and it was asserted that this
‘neu-historische Schule’ (neo-historical school) formed an academic clique

(Cliguenwirtschaft) with sympathies for subversiveness and social democracy. Because

'See leader in Kolnische Zeitung 281 (Saturday edn., 28 Mar. 1897), a clipping made by Friedrich
Althoff, GStAB, NI. Althoff, 64: 4-8.

2At Berlin in 1897 the following academics were teaching who could have been identified with
Kathedersozialismus: Wagner, Schmoller, Oldenberg, Sering, and Jastrow. U. Berlin, Verzeichniss der
Vorlesungen, WS 1896-97, 21-22. Oldenberg and Sering were students of Schmoller, as Schmoller
wrote to Althoff, GStAB, NIl. Althoff, Al, 64: 3, Schmoller to Althoff, 31 Mar. 1897.
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of the growing importance of the Staatswissenschaften both to social and economic life
generally and to an education in law, it was proposed, as a remedy for radicalism by
the conservative deputy Octavio von Zedlitz-Neukirch (1840-1919), to remove the
Staatswissenschaften from the philosophical faculty and combine this instead with law
at all Prussian universities.! The industrialist Karl von Stumm (1836-1901) later
repeated these attacks, especially against Schmoller, in the Upper House.” In that
session Minister Bosse took up Zedlitz-Neukirch’s earlier proposals to place
Staatswissenschaften in the law faculties; the dogmatic methods, arid conservatism and
links to the state of the law faculty would dilute the socialism of leading professors
of economics:

We have, accordingly taken into view to practicably bring about linking

the economics professorships [staatswissenschaftliche Professuren] with

those of law, and I hope to thereby bring to expression a greater, if 1

may use the expression not in the party-political but in the best sense,

conservative thrust. It is quite natural that the one-sidedness of the legal

viewpoint, namely sofar as it stood under the influence of Roman legal

treatment, received a multitude of unfruitful impulses. ...[I]t can only

be useful if they [economists], with the aid of the new civil code,

become acquainted with legal thinking and legal circles. Though I do

not hope to achieve everything through this, I nevertheless hope that

this also becomes a working link in the chain which I have in eye to

bring about an improvement [Besserung] in this area.’
Though nothing much came of Bosse’s proposals for ‘improvement’ once the

controversy simmered down, what has been discussed above nevertheless reveals

vividly that historical economists’ modification of the economics curriculum and the

'Prussian Landtag, Stenographische Berichte, Haus der Abgeordneten, vol. 3, 75th session (4 May
1897), 2380-83.

2Prussian Landtag, Stenographische Berichte, Herrenhaus, vol. 1, 19th session (28 May 1897), 382-
88.

3Ibid., 389. Curiously, earlier in the Deputies on 4 May 1897, Zedlitz-Neukirch pointed to the
positive experience of the combined faculty in, of all places, Strasbourg.
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mode of production of academic economics was real and carried with it significant
implications for the whole discipline of economics in Germany. As was discovered,
these modifications reflected broader changes both to economic science and the general
social and political climate, and also mirrored the specific skills, scholarly orientation,
and political commitments historical economists brought to Staatswissenschaften. The

origins of this socio-political orientation will be discussed in Chapters 3 and 4.

2.4 University Resources, Students and Careers

At this point it is necessary to discuss the rapidly-rising student numbers in all
German universities and the implications this had for the Staatswissenschaften.
Population growth, urbanisation and the continued growth of the German industrial
economy resulted in an increased demand for statisticians, economists and
administrators to fill posts in such rapidly growing fields as insurance, banking,
mining, manufacturing, journalism, and chambers of trade and commerce. The
accompanying expansion of federal, state and municipal bureaucracy further fuelled
the demand for economically and statistically-trained administrators. This considerably
altered university study, teaching and research. Correspondingly, there was a dramatic
expansion in German higher education in the last quarter of the nineteenth century.
This was both an expansion in the number of students as it was a widening of the
breadth of subjects within the university and the founding of new universities,
technical universities, business schools, and specialised research institutes. As will be
seen below, the number of students in economics and related fields at Berlin and
Strasbourg outstripped general growth trends at these universities.

According to statistics compiled by Schmoller’s colleague, Johannes Conrad,
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the expansion of student numbers, as a proportion of the population, began in the mid
1870s; before that time the number of students per million inhabitants was relatively
stable, fluctuating between roughly 335 and 395. Between 1876-7 and 1881 the
numbers increased to 445, between 1886-7 and 1891 it was close to 600, and by the
period 1901 to 1906 it had increased again to almost 670 per million."! That is,
controlling for population growth, the number of students in German universities
roughly doubled over a period of thirty years. Women and more foreign students
account for only a very small portion of this growth,” and the fact that the
Gymnasium had to share its monopoly over the Abitur examination with Realschulen
and Oberrealschulen plays only a minor role.’ Much more significant was the
massive increase (more than twofold) in the number of Abiturienten generally. That
is, many more people in Germany were sending children to the Gymansien and many
more of these children were completing the Abitur, especially those segments of the
population which themselves had no university education (particularly the lower
middle classes), although the offspring of the educated middle classes
(Bildungsbiirgertum) were able to hold their position among the new university
entrants tenaciously.*

This growth of the university system was caused and sustained - this must be
emphasised - by the greater base of wealth to support higher education as a

consequence of the dramatic growth of the economy since the 1850s. Economic

!Conrad, ‘Universitétsstatistik’, 436.
Ibid, 439.
3Ibid., 440-41.

‘Ibid., 448-49.
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growth on a large scale meant that all German Ldnder had much larger budgets out
of which to fund higher education. For example Prussia in 1866 had a budget of 455
million marks, of which 2 million (.44%) went toward university expenditure. By
1914 that budget had grown to 4,812 million marks of which 27 million (.56%) was
devoted to universities. Smaller states, though they had smaller budgets and spent
considerably more of their budgets on higher education in 1914 (Baden: 3.8%;
Saxony: 4.3%), also had substantially larger budgets compared to 1866." The other
side of the demand and supply equation contributing to the tremendous growth of
universities was, as mentioned before, the expansion of employment for graduates in
a growing, differentiated and complex private sector and administrative apparatus.
This dramatic expansion in student numbers was reflected at the university of
Strasbourg and in its faculty of Law and Economics between 1872 and 1894. Before
Schmoller arrived, the university counted only 212 matriculated students, with 59 in
its Juristische Facultdt (in its first semester, summer 1872).> During Schmoller’s first
semester in winter of 1873-74, student numbers had risen to 390, of whom the
renamed Juristische und Staatswissenschaftliche Facultdt claimed 116.° By summer
semester 1874 there were some 621 students of whom 161 belonged to the faculty.’
Ten years later, in the WS 1884-85 the numbers were 872 and 182, and in another ten

years, by WS 1894-95, they had grown yet again to 949 and 269, respectively.’ That

'C. McClelland, State, Society and University in Germany 1700-1914 (Cambridge, 1980), 307.
2U. Strassburg, Amtliches Verzeichnis, SS 1872, 18
3Ibid., WS 1873-74, 38.

‘Ibid., SS 1874, 39.

SIbid., WS 1884-85, 44, and WS 1894-95, 49.
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is, student numbers at Strasbourg between 1872 and 1894 grew by about 4 1/2 fold
(348%), while in law and economics they expanded by a slightly greater proportion
(356%).

Berlin University showed an even more dramatic rise in student numbers over
a somewhat later period of relevance because it coincided with Schmoller’s tenure. In
WS 1890-91 some 5,527 students were matriculated at the university, of which 52
were studying Cameralien (Economics) or Landwirtschaft (Land Economy).' By WS
1895-96 the numbers of students overall had actually fallen slightly to 5,368 but had
risen in the sub-faculty to 83.2 In SS 1899 the number of students had fallen again
to 4,997, yet the number of students in economics and land economy rose strongly to
139.° By the WS 1904-05 student numbers had expanded dramatically to some 7,774
matriculated students, of which 258 were studying economics or land economy.* In
WS 1910/11 the university had again grown strongly to some 9,686 students (806
women) out of whom some 406 (30 women) were students of Cameralien or
Landwirtschaft.’ That is, over a 20 year period the university saw a 75% rise in
enrolment and a dramatic eight-fold (680%) rise in students of economics or land
economy. It is particularly interesting to note that the slight falls in student numbers
in 1895-96 and 1899 had no effect on the continual and rapid rise of students in

economics.

'U. Berlin, Amtliches Verzeichnifs, WS 1890-91, 165ft.
2Ibid., WS 1895-96, 173ff.

Ibid., SS 1899, 176ff.

Ibid., WS 1904-05, 269ft.

SIbid., WS 1910-11, 305ff.
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During this rapid expansion of university enrolment, the ratio of students to full
professors rose acutely, but the increasing teaching burden was placed largely on the
shoulders of junior faculty who were poorly paid and had no faculty representation.'
As Conrad’s overall statistics show, the increase in the number of full professors in
the philosophical faculties of the Reich did not keep pace with the dramatic growth
in student numbers between 1870 and 1906. Neither did those of Extraordinarien and
Privatdozenten, so that the ratio of students per Privatdozent in the faculty more than
doubled.> Such a state of affairs was reflected both at Strasbourg and then-at Berlin.
Between SS 1872 and WS 1894-95 the faculty in Strasbourg grew by slightly more
than two-fold from 7 to 15, while the number of students in the faculty grew more
than 4 1/2 times. And while in 1872 (apart from full professors) only one
Extraordinarius was employed by the faculty, by WS 1894-95 two Extraordinarien
and two Privatdezenten were teaching.’ In Berlin the teaching staff in Cameralien and
Landwirtschaft grew from 9 to 14 (56%) between 1890 and 1910, less than one tenth
of the nearly eightfold growth in students in the subject - from 52 to 406 (680%) -
over the same period.” That is, student to teacher ratios at Berlin rose from about 6:1
to 29:1.

Due to the nature of the doctoral Promotion, and in the case of hopeful

academics, the Habilitation, patrons in the faculty were indispensable to students. Both

'F. K. Ringer, The Decline of the German Mandarins (Cambridge, MA, 1969), 54-55.
2J. Conrad, ‘Universitatsstatistik’, 475-76.

3U. Strassburg, Amtliches Verzeichnis, SS 1872, 4 and 18; idem, Amtliches Verzeichnis, WS 1894-
95, 5 and 49.

‘U. Berlin, Verzeichniss der Vorlesungen, WS 1890-91, 21-22 and WS 1910-11, 57-58; idem,
Amtliches Verzeichnif3, WS 1890-91, 165ff, and WS 1910-11, 305ff.
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the lack of any real intermediate or external examinations and the inexorable pressure
of rising student numbers meant that the seminar took on ever greater importance as
a venue for student selection. Revealing ability and/or sympathy within the context of
the less-formal seminar or in the customary stints in taverns which followed thus
became a necessity for young prospective scholars. As one of Schmoller’s students,
Wilhelm Stieda (later rector at Leipzig) recounted, the seminar was where relationships
were forged and careers were made.! A glance at attendance in Schmoller’s seminar
in Strasbourg reveals a very high concentration of future academics. For example, in
WS 1877-78 Schmoller’s seminar of ten students contained no less than three
prominent future academics: K. Rathgen, K. Eheberg, and M. Sering.” In the case of
Stieda and Georg Schanz, studying under Schmoller at Strasbourg in the mid 1870s,
Karl Oldenberg under Schmoller in Berlin in the 1880s, or Heinrich Herkner under
Brentano in Strasbourg in the 1880s, this entailed getting directly involved in the
research projects of faculty members - such as Schmoller’s project on medieval guilds
while at Strasbourg - which in successful cases could lead to distinguished doctoral
theses, publications, and less commonly, admission to begin the Habilitation and later
take a post as a Privatdozent.” As Schmoller increasingly became involved in editing
his Jahrbuch fiir Gesetzgebung Verwaltung und Volkswirtschaft, this also provided an
avenue for collaboration to younger scholars such as Karl Eheberg and Karl

Oldenberg, who became assistant editors and important contributors to this journal.

'Stieda, ‘Gustav Schmoller’, 227-29 and 238-46.

2GStAB, NI. Schmoller, 6: 95, table showing attendance and fees collected by Schmoller in WS
1877-78 for ‘nationalékonomische Uebungen’.

3Stieda contributed extensively to Schmoller’s, Die Strassburger Tucher- und Weberzunft
(Strasbourg, 1879), and later wrote his Habilitation on a related subject; Schmoller’s seminar was the
origin of Schanz’s Zur Geschichte der deutschen Gesellenverbdnde (Leipzig 1877).
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The seminar therefore became the training ground for aspiring academics, many of
whom eventually took posts in universities, agricultural institutes, and later, in
technical universities and business schools.

Not all students of Staatswissenschaften, however, intended to pursue academic
careers. An education in Staatswissenschaften was commonly viewed as a training in
Verwaltung (administration), but this was a term which entailed a very wide range of
professions in both the public and private sectors.' Indeed most of the students
trained by Schmoller, Knapp, Held and Brentano took up positions in the civil service,
the churches, became journalists, interest group representatives or worked in statistical
bureaus, banking or industry. In a letter to Althoff in 1897, Schmoller remarked that
in the last few years at least 25 of his students had gone on to become secretaries in
chambers of commerce or representatives of agricultural and industrial interest groups.
Many senior officials, he pointed out, had also been students of his, such as directors
of banks, officials in the foreign ministry, mayors, newspaper editors and heads of

poor relief agencies.’

2.5 Teaching Faculty

Reflecting the close relationship between university and state governments,
German professors were salaried civil servants, and rectors, Ordinarien and
Extraordinarien (ordinary and extraordinary professors) and Dozenten (lecturers) were
equal in standing to councillors of state second, third or fourth and fifth class

respectively. Pay varied greatly between the professors and Dozenten, salaries being

IGStAB, NI Schmoller, 6: 196-97, Studienplan (1875).

2GStAB, NI. Althoff, Abt. Al, 64: 3, Schmoller to Althoff, 31 March 1897.
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determined in secret and with the discretion of the relevant ministry of culture.
Generally Extraordinarien were paid very poorly and Dozenten received no salary at
all, relying instead entirely on lecturing fees paid directly by students. For example,
Knapp complained bitterly to Schmoller of his poor pay while still an Extraordinarius
in Leipzig, with which he could barely make ends meet.! The implications of this
system were that the professorate was largely recruited from a strata of Bildungsbiirger
which had sufficient private means to support themselves (often as long as ten years)
until a proper salaried position was secured.

Career advancement and appointments depended heavily on the patronage of
senior professors, their influence within the faculty and, even more importantly, their
contact and influence within the relevant state’s ministry of culture. Bonn, Berlin and
Breslau were Prussian universities, and the Imperial university of Strasbourg, while
administered directly by the Imperial Chancellery,” was in effect also run by the
Prussian Ministry of Culture.’ Posts could only be filled by a formal call of
appointment by the ministry, and it was customary for faculty to draw up a list of
candidates proposed to fill the post in order of preference and for this to then be
confirmed, altered or vetoed by the ministry. However, particularly prominent
academics such as Conrad, Lexis, Schmoller, and Wagner were close, secret confidants
of Friedrich Althoff, continually providing his ministry with additional, often decisive

assessments of academics proposed by various faculties, especially regarding the

'GStAB, NI1. Schmoller, 130a: 2-6, Knapp to Schmoller, 11 May 1874.
2U. Strassburg, Provisorisches Statut, 24, par. 86 and 87.

SBrentano, Mein Leben, 135-37.
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prospective candidate’s scholarly competence and political reliability.! Thus
Schmoller, Conrad, Wagner, and especially Lexis (who was formally retained by the
ministry as an expert evaluator after 1893) came to have tremendous discretion, not
only over appointments in economics at their respective universities, but over all of
Prussia.

Political reliability was always a factor in university appointments. Among
historical economists this was reflected rather starkly in a number of cases. For
example, while in Strasbourg Brentano fell out of grace with university and ministerial
authorities when he vigorously supported one of his students, Heinrich Herkner, who
had written a biting critique of the Upper Alsatian cotton spinning industry’s
exploitation and repression of labour. Brentano came under pressure and subsequently
left Strasbourg.” Because of his left-liberal politics, Ingnaz Jastrow remained an
outsider who had to wait many years for an appointment; similarly, Karl Biicher’s
former career as social policy editor of the liberal Frankfurter Zeitung was a
considerable political liability to his appointment at a Prussian university, as were
Werner Sombart’s sympathies for social democracy and interest in Marxist
revisionism.> With direct relevance to the latter two, a particularly vivid example of
both the role of the confidential assessment and political factors in appointments is
provided by the contents of a letter from Schmoller to Althoff of 21 July 1889:

Regarding the post at Breslau I can, in the interest of the science, only

complain if the post is not filled by an Ordinarius; above all I would
believe that you will gain in [Karl] Biicher a very hard-working force

'"Lindenfeld, Practical Imagination, 267.
2Gee Brentano, Mein Leben, 125-41.

30n Sombart’s problems with the venia legendi in Berlin see Lenger, Werner Sombart, 176 and M.
Weber, Max Weber (trans. Harry Zohn, New York, 1975), 392.



71

and Knapp assured me in April that his political radicalism is in no

respects so strong that any reservations could remain to call him to

Prussia.

Regarding Sombart, he is a first-rate talent; he has not yet
lectured, I have however heard him speak at the staatswissenschafiliche
Gesellschaft [economic society], do not doubt at all that he will develop
into an outstanding Dozent. ... He is still somewhat youthful, strongly
state socialistic, writes a bit much, - but very good indeed. At the
moment I would know of no one better if only an Extraordinarius is
to be called.'

Eventually Sombart was called to the post as Extraordinarius.

The heavy dependence on the personal discretion of such influential men as
Schmoller, as well as Conrad, Lexis, and Wagner, meant that German universities and
sub-faculties of economics had a decidedly paternalistic culture. Full professors could
be arrogant and schoolmasterly toward their faculty inferiors, whose careers were
almost entirely at their discretion. Such power and privilege led to rather inflated and
sensitive egos which often clashed. Relations between colleagues could be aloof and
full of rivalry, as the continuous tensions between Wagner and Schmoller at the
University of Berlin revealed. Indeed, upon taking the post in Berlin, Schmoller and
Wagner, in order to avoid open hostilities, developed a modus operandi according to
which they would each semester alternately give the core lectures in economics.? Even
colleagues who were normally on good terms could have dramatic breaks in their
relationship, such as developed between Schmoller and Brentano over Heinrich

Herkner’s controversial dissertation. Schmoller and Brentano ceased corresponding

and remained unreconciled for more than three years thereafter.’ In some cases

IGStAB, NI1. Althoff, AIl, 95 II: 59, Schmoller to Althoff, 21 July 1889.
*Wagner to Schmoller, 23 May 1881, in H. Rubner, Adolph Wagner (Berlin, 1978), 197-99.

SBAK, NI. Bentano, 57: 28-29, Schmoller to Brentano 18 June 1887, the next in the series is letter
30, 30 June 1890. The former letters are salutated ‘Dear friend’, the latter ‘My very honoured

colleague’.
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quarrels, personal biases and hostilities influenced the outcome of examinations and
appointments. Paternalism, patronage, secretly-negotiated salaries, competition, rank-
consciousness, favouritism and envy formed an un-collegial environment in which
academic disputes could easily explode into ugly polemics, leading not uncommonly
to slander trials.

These institutional arrangements, particularly the great discretion given senior
faculty in filling appointments, the climate of competition, rank-consciousness and
hierarchy, as well as the flexibility of the curriculum and examinations meant that sub-
faculties of Staatswissenschaften could become captive to the scholarly approach and
opinions of its senior professors. The implication was that once a particular pattern of
research, a method or political orientation was established it often survived until senior
figures retired. Even then it could survive if obedient students had been carefully
groomed for junior posts. In this environment, new innovative tools or developments
within the discipline elsewhere were often dismissed or complacently ignored. This
was particularly the case with innovative new theoretical impulses from abroad or
from outside of the university. It is a fact that highly innovative research in the social
sciences was done outside of the bounds of the university, especially in the
independent statistical offices and the Verein fiir Sozialpolitik, but also by such
academic outsiders as Richard Ehrenberg (1857-1921), Hugo Racine (1855-7), G.

Schnapper-Arndt (1846-1904) and others.'

2.6 Non-University Research Institutions

The key non-university research institutions of relevance to the mode of

ISee Oberschall, Empirical Social Research, 71-99.
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production of historical economics were a number of regional statistical bureaus and
their dependent seminars, most notably the Prussian Statistical Bureau in Berlin and
its famous seminar under the direction after 1860 of Ernst Engel. In the course of the
19th century statistical bureaus had spouted up - often through private initiatives -
throughout Germany and rapidly became an indispensable tool of state
administration.' In many cases older historical economists had been decisive in this
development, such as Bruno Hildebrand founding the Thuringian Statistical Office in
Jena in 1864. In other cases, such as Georg Hanssen in Berlin and Karl Knies at
Heidelberg, much had been done to foster statistics as an independent discipline and
statistical bureaus as research institutes.

A key element of these statistical bureaus was the seminar. The impetus for this
was largely pragmatic and had originated under K.F.W Dieterici at the Berlin bureau.
Dieterici, who (as was customary at the time) jointly held the post of director of the
statistical bureau and an economics professorship at Berlin University, had seen fit to
devise practical exercises to complement his lectures, in which students gave reports
and then discussed their findings.” The reason for this was that Dieterici had found
many of the officials within the bureau insufficiently trained in statistics.” With the
succession of Dieterici by Hanssen in 1860, the latter ended the union of the
professorship and direction of the bureau and recommended his friend Ernst Engel as

the new director. Engel was an extraordinarily entrepreneurial figure open to new ideas

'Prussia (1805), Wiirttemberg (1820), Saxony (1833), Bavaria (1833), Baden (1852), Thuringia
(1864), Anhalt and Hamburg (1866), Schifer, Historische Nationalokonomie, 134.

2N. Waszek, ‘Die Staatswissenschaftenand der Universitat Berin im 19, Jahrhundert’, in idem ed.,
Instutionalisierung, 291-92.

*Ibid., 292.
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and driven by a restless and inventive energy. Under his leadership the bureau began
doing its own census surveys and developed an in-house publisher. Engel believed that
statistics were a public matter and insisted that the statistical bureau maintain a degree
of autonomy from the Ministry of Interior, which provided its budget. Consequently,
under his direction the bureau’s statistical publications began containing much more
interpretative social reforming commentary and opinion directed toward the educated
public, sometimes at odds with official opinion.' Engel also innovated the seminar
method of hands-on teaching with empirical materials instead of conceptual dogmatics,
and under his leadership the seminar became a distinct research institution with an
expanded range of projects related to various official surveys (Enquénten). It also
accumulated its own specialised library.” Held, Knapp and Brentano all received a
training in statistics under Engel in Berlin in the 1860s to supplement their economics
training in what <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>