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THE POLITICS OF POLITICAL ECONOMISTS:
COMMENT

By MUuRrRrAaY N. ROTHBARD

In the course of his interesting discussion of “The Politics of
Political Economists,” Professor Stigler challenges the alleged view
of Professor Mises that “economic statistics, or more generally
quantitative economics — generates a radical political viewpoint.”!
Stigler asserts that the empirical student acquires a “real feeling”
for the functioning of an economic system, and ‘“has had the com-
plexities of the economy burned into his soul.” Without going into
the question of Mises’ precise viewpoint on this issue, I think it
important to note that Stigler has overlooked several fundamental
considerations.

In the first place, statistics are desperately needed for any sort
of government planning of the economic system. In a free market
economy, the individual business firm has little or no need of statistics.
It need only know its prices and costs. Costs are largely discovered
internally within the firm and are not the general data of the economy
which we usually refer to as “statistics.”” The “automatic’”’ market,
then, requires virtually no gathering of statistics; government inter-
vention, on the other hand, whether piecemeal or fully socialist,
could do literally nothing without extensive ingathering of masses of
statistics. Statistics are the bureaucrat’s only form of economic
knowledge, replacing the intuitive, ‘“‘qualitative” knowledge of the
entrepreneur, guided only by the quantitative profit-and-loss test.?
Accordingly, the drive for government intervention, and the drive
for more statistics, have gone hand in hand.?

The enormous expansion of governmental activity in the gather-
ing and disseminating of statistics in the last twenty-five years, is

1. George Stigler, “The Politics of Political Economists,” this Joeurnal,
LXXIII (Nov. 1959), 529.

2. On the type of knowledge required of the entrepreneur in the market
economy, see F. A. Hayek, Individualism and the Economic Order (Chicago:
University of Chicago Press, 1948), Chaps. 4 and 2.

3. In this connection, we may note Professor Hutchison’s distinction
between Carl Menger’s stress on the beneficent, unplanned, ‘‘unreflected” phe-
nomena of society (which, of course, include the free market), and the growth of
“gocial self-consciousness” and government planning. To Hutchison, a promi-
nent component of ‘‘social self-consciousness” is social and economic statistics.

T. W. Hutchison, A Review of Economic Doctrines, 1870-1929 (Oxford: The
Clarendon Press, 1953), pp. 150-51, 427.
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660 QUARTERLY JOURNAL OF ECONOMICS

surely more than coincidentally related to the similar expansion of
the role of government in regulating and manipulating the economy.
One of the leading authorities on the growth of government expendi-
tures has put it this way:

Advance in economic science and statistics improved our knowledge of interstate
and intrastate differences in needs and capacities and may have helped stimulate
the system of state and federal grants-in-aid. It strengthened belief in the possi-
bilities of dealing with social problems by collective action. It made for increase
in the statistical and other fact-finding activities of government.*

We need not detail here the extensive use that has been made of
national income and gross national product statistics, as well as other
statistical measures, in the attempts of the federal government at
combating business cycles or unemployment.

Nor is this just a contemporary story. An authoritative work on
British government puts the case thus:

. . . the minor role of government during the nineteenth century reflects more than
the absence of violent economic disruption; it also reflects the infancy of the
economic and social sciences. Compared with recent decades, the volume of
systematic information about social conditions was very small, which meant that
the existence of problems was hard to establish persuasively. ... If the volume
of unemployment is unknown, the gravity of the problem is in doubt. . . .

The accumulation of factual information about social conditions and the
development of economics and the social sciences increased the pressure for
government intervention. ... Surveys like Charles Booth’s Life and Labour
of the People in London revealed conditions which shocked public opinion in the
late eighties and nineties. As statistics improved and students of social condi-
tions multiplied, the continued existence of such conditions was kept before the
public. Increasing knowledge of them aroused influential circles and furnished
working class movements with factual weapons.®

Surely the role of the Fabian Society’s industrious empirical studies
in furthering the cause of socialism in Great Britain is too well
known to need stressing here.

On the continent and in America in the late nineteenth century,
it is well known that the rebels against laissez-faire and the classical
political economy stressed their replacement with induction from
economic history and statistics. That was the goal of the German
Historical School and its Verein fiir Sozialpolitik, and of the young
German-trained exponents of the ‘“new political economy’’ of govern-

4. Solomon Fabricant, The Trend of Government Activity in the United States
since 1900 (New York: National Bureau of Economic Research, 1952), p. 143.

5. Moses Abramovitz and Vera F. Eliasberg, The Growth of Public Employ-
ment in Great Britain (Princeton: National Bureau of Economic Research, 1957),
pp. 22-23, 30.
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THE POLITICS OF POLITICAL ECONOMISTS 661

ment intervention in the 1870’s and 1880’s.® One of their leaders,
Richard T. Ely, who called the new approach the ‘“look and see”
method, made it clear that the aim of fact-gathering was to “mold
the forces at work in society and to improve existing conditions”;
they believed that as economists they had a responsibility for ‘“‘shap-
ing the character of the national economy.”” And let us not overlook
the eminent interventionist sociologist Lester Frank Ward, whose
proposed ‘‘scientific,” “positive,” planned economy, would consist
of a “social engineering’’ based on statistical information fed from
all parts of the country into a central bureau of statistics.3

Nor was it only abstract speculators who expressed such views.
Statisticians themselves participated in this movement. As early as
1863, Samuel B. Ruggles, American delegate to the International
Statistical Congress in Berlin, declared that ‘‘statistics are the very
eyes of the statesman, enabling him to survey and scan with clear
and comprehensive vision the whole structure and economy of the
body politic.” One of the founders of the Verein fiur Sozialpolitik
was the famous statistician Ernst Engel, head of the Royal Statistical
Bureau of Prussia.® And Carroll D. Wright, one of the early Com-
missioners of Labor in the United States and a man greatly influenced
by Engel, urged the collection of statistics of unemployment because

6. Thus, the new school “ ... found the deductive method of reasoning
inadequate for its purposes. It championed the inductive method.... It
rejected all a priori principles and looked to history and statistics to provide the
facts of economic life. With the information thus obtained, the young economists
approached economic problems in a pragmatic spirit, judging each case on its
individual merits. In this way, they sought to prevent economic science from
degenerating into a few abstract formulas, divorced from the realities of the age.”
Sidney Fine, Laissez-Faire and the General-Welfare State (Ann Arbor: The Uni-
versity of Michigan Press, 1956), p. 204. Also see the principles of the new school
as presented in Joseph Dorfman, “The Role of the German Historical School in
American Economic Thought,” American Economic Review, Papers and Pro-
ceedings, XLV (May 1955), 21.

7. Fine, op. cit., p. 207. We might add that the French laissez-faire econ-
omist Maurice Block attacked the German Historical School and their followers
as “empirics” seeking to replace principle by sentiment and bolding that “‘the
state . . . should conduct everything, direct everything, decide everything.”
Dorfman, loc. cit., p- 20. And recently Professor Hildebrand has commented,
on the inductive emphasis of the German school, that ‘“perhaps there is, then,
some connection between this kind of teaching and the popularity of crude ideas
of physical planning in more recent times.” George H. Hildebrand, “Interna-
tioral Flow of Economic Ideas — Discussion,” American Economic Review, Papers
and Proceedings, XLV (May 1955), 37. Also see F. A. Hayek, “History and
Politics,” in F. A. Hayek (ed.), Capitalism and the Historians (University of
Chicago Press, 1954), p. 23.

8. Fine, op. cit., p. 258.

9. See Dorfman, op. cit., p. 18.
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662 QUARTERLY JOURNAL OF ECONOMICS

he wanted to find a remedy (presumably via government action).
Wright hailed the new German school as including men of all lands
“who seek by legitimate means, and without revolution, the ameliora-
tion of unfortunate industrial and social relations.” Henry Carter
Adams, a student of Engel’s, who established the Statistical Bureau
of the Interstate Commerce Commission, believed that ‘‘ever-
increasing statistical activity by the government was essential not
only for the sake of controlling naturally monopolistic industries,
but also for the efficient functioning of competition wherever pos-
sible.””! And certainly one of the great spurs toward constructing
index numbers of wholesale and other prices was the desire to have
government stabilize the price level.?

Unquestionably one of the prime founders of modern statistical
inquiry in economics was Wesley C. Mitchell. There is no doubt that

Mitchell aspired to lay the basis for “‘scientific’’ government planning.
Thus:

(Quoting from Mitchell) . . . “clearly the type of social invention most needed
today is one that offers definite techniques through which the social system can be
controlled and operated to the optimum advantage of its members.”” To this
end he (Mitchell) constantly sought to extend, improve, and refine the gathering
and compilation of data. ... Mitchell believed that business-cycle analysis . . .
might indicate the means to the achievement of orderly social control of business
activity.?

And:

... he [Mitchell] envisaged the great contribution that government could make
to the understanding of economic and social problems if the statistical data
gathered independently by various Federal agencies were systematized and
planned so that the interrelationships among them could be studied. The idea
of developing social statistics, not merely as a record but as a basts for planning,
emerged early in his own work.*

1. Joseph Dorfman, The Economic Mind in American Civilization (New
York: The Viking Press, 1949), III, 172, 123. Dorfman notes that the accounting
system of the Bureau devised by Adams ‘“‘served as a model for the regulation of
public utilities here and throughout the world.”” Dorfman, “Role,” op. cit., p. 23.
We might also add that the first professor of statistics in the United States,
Roland P. Falkner, was a devoted student of Engel’s and a translator of the works
of Engel’s assistant, August Meitzen.

2. “One of the greatest obstacles then standing in the way of stabilization
was the prevalent idea that index numbers were unreliable. Until this difficulty
could be met, stabilization could scarcely be expected to become a reality.

In order to do my bit toward solvivg this problem, I wrote The Making of
Index Numbers . .. Irving Fisher, Stabilised Money (London: George Allen and
Unwin, 1935), p. 383.

3. Joseph Dorfman, The Economic Mind in American Civilization (New
York: The Viking Press, 1959), IV, 376, 361.

4. Lucy Sprague Mitchell, Two Lives (New York: Simon and Schuster,
1953), p. 363. My italics.
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THE POLITICS OF POLITICAL ECONOMISTS 663

The federal government’s own account of the growth of its
statistical agencies differs little from the above examples. The
Bureau of the Budget, during President Eisenhower’s not rabidly
socialistic administration, explained the continued growth of federal
statistics as follows:

National growth and prosperity demanded an enlightened conduct of public
affairs with the aid of factual information. The ultimate responsibility of the

Federal Government for underwriting the health of the national economy has
always been implicit in the American system. . . .%

Then, speaking of the New Deal era after 1933, the Bureau added:
A realization grew in the Congress and in high administration circles that sound
and positive proposals to combat the depression required analysis based upon
reliable information. As a result . . . statistical expansion was resumed at an
accelerated pace.®

Suffice it then to say that a leading cause of the proliferation of
governmental statistics is the need for statistical data in government
economic planning. But the relationship works also in reverse: the
growth of statistics, often developed originally for its own sake, ends
by multiplying the avenues of government intervention and planning.
In short, statistics do not have to be developed originally for
politico-economic ends; their own autonomous development, directly
or indirectly, opens up new fields for interventionists to exploit.
Each new statistical technique, whether it be flow of funds, inter-
industry economics, or activity analysis, soon acquires its own sub-
division and application in government. A particular example is
input-output analysis, which began as a purely theoretical attempt
to lend empirical content to the Walrasian system of general equi-
librium. It has now advanced to the point where its champions hail
it as providing:
an integrated picture of the industrial mechanism. They believe it can measure
with fair accuracy the changes in inter-industry relations . . . that would follow
assumed changes in the “final bill of goods. . . .”” In practice, the most important
change in the bill of goods is that called for by way of large-scale rearmament.

It is hardly astonishing, therefore, that most of the development and application
of input-output studies have been connected with industrial mobilization.”

5. Statement by the Bureau of the Budget, in Economic Statistics, Hearings
Before the Subcommittee on Economic Statistics of the Joint Committee on the
Economic Report, 83d Congress, 2d Session, July 12, 1954 (Washington, 1954),
pp. 10-12.

6. Ibid.

7. Raymond W. Goldsmith, “Introduction,” in Input-Output Analysis, An
Appraisal (Princeton: National Bureau of Economic Research, 1955), p. 5. As
Evans and Hoffenberg state: It is because of the necessity for doing a better
job in industrial mobilization analysis . . . that most current developments in the
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664 QUARTERLY JOURNAL OF ECONOMICS

There are other reasons why the statistically-oriented will tend
to become interventionists. For one thing, the economie statistician
will tend to be impatient of all theory as ‘‘armchair speculation,” and
hence will tend to advocate piecemeal, pragmatic, decide-every-case-
on-its-“merits” type of government planning. It is perhaps true,
as Stigler declares, that few empirical economists have become out-
right socialists or communists; such a course would be much too
theoretical for them. But neither do they become adherents of
laissez faire;instead, a case-by-case ad hoc approach drives them down
the path of a muddled government interventionism. I do not know
whether, as Stigler asserts, ‘‘the most radical wing of the new dealers
was not distinguished for its empirical knowledge of the American
economy.” But certainly the Tugwells and the Stuart Chases and
the Veblenians proclaimed their empiricism often enough. And
historians of the New Deal generally praise it highly for its flexible,
pragmatic approach.

Another reason why statistics and political pragmatism are
mutually congenial is that the very hallmark of the pragmatic
approach is to begin by looking for problems or ‘“problem areas”
in the society. The pragmatist looks for areas where the economy
and society fall short of the Garden of Eden, and these, of course,
abound. Poverty, unemployment, old people with scurvy, young
people with cavities — the list is indeed endless. And as each prob-
lem multiplies under the care of his eager research, the pragmatist
calls ever more stridently for government to do something — quickly
— to solve the problem. Only hard-headed, deductive, a prioristie,
economic theory can teach him about ends and means, allocation of
resources, opportunity cost, and the other rigors of the economic
discipline.

Considering the above discussion, it is no wonder that conserva-
tive members of Congress, in the days before they were indoctrinated
in the modern economic niceties by the Joint Committee on the

field of interindustry economics are under way.” W. Duane Evans and Marvin
Hoffenberg, “The Nature and Uses of Interindustry-Relations Data and Methods,”
bid., p. 102. Also see tbid., pp. 116ff., and the criticisms of input-output analysis
by Clark Warburton and Milton Friedman, ¢bid., pp. 127, 174.

Another example of input-output analysis as a spur to statistics-gathering
and government planning: . . . while there may be systematic thinking among
economists about economic analysis as applied to regions, they can offer little
guidance to policy-makers unless the latter are prepared to make it easier to
obtain statistical raw material.” A. T. Peacock and D. G. M. Dosser, ‘“Regional
Input-Output Analysis and Government Spending,” Scottish Journal of Political
Economy (Nov. 1959), 236.
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THE POLITICS OF POLITICAL ECONOMISTS 665

Economic Report, were very suspicious of the seemingly harmless
expansion of federal statistical activities. Thus, in 1945, Repre-
sentative Frank Keefe, conservative Republican Congressman from
Wisconsin, was in the process of questioning Dr. A. Ford Hinrichs,
head of the Bureau of Labor Statistics, on the latter’s request for
increased appropriations. In the course of the questioning, Keefe’s
misgivings about government statistics emerged as a cry from the
heart — unsophisticated perhaps, but at least of sound conservative
instinet:
There is no doubt but what it would be nice to have a whole lot of statistics. . .
I am just wondering whether we are not embarking on a program that is dangerous
when we keep adding and adding and adding to this thing. . . .

We have been planning and getting statistics ever since 1932 to try to meet
a situation that was domestic in character, but were never able to even meet that
question. . . . Now we are involved in an international question. ... It looks
to me as though we spend a tremendous amount of time with graphs and charts
and statistics and planning. What my people are interested in is, what is it all
about? Where are we going, and where are you going?®

I think we can conclude that the nub of the difference between
Stigler and myself is this: to him a radical or nonconservative is
essentially a socialist or a communist. To me, a nonconservative is
someone who advocates intervention rather than laissez faire. The
difference is one of frame of reference. If we define conservatism as
Stigler does, then it is true that most economists are conservatives;
if we define it as believing in laissez faire, then the conclusion must
be very different. For the key then becomes not so much economies
and noneconomics as theory versus empiricism. Empiricists will
tend less to be full-scale socialists, but will also drift generally toward
intervention.®

Still, when all is said and done, it is probably true that even the
proportion of believers in laissez faire is much greater among econ-
omists than in other academic disciplines, and that the ‘‘average’
point on the ideological spectrum in economics is considerably ‘““to
the right”’ of the average in other fields of study. It appears that the
economic discipline, per se, imposes a rightward shift in ideological
belief. And this, after all, is the main point of Stigler’s article.
NEw York

8. Department of Labor — FSA Appropriation Bill for 1945. Hearings
Before the Subcommittee of the House Committee on Appropriations. 78th
Congress, 2d Session, Part I (Washington, 1945), pp. 258f., 276f.

9. There are also profound epistemological reasons for empiricism in the
‘“‘social sciences” tending toward statism. This involves the whole problem of

positivism and ‘‘scientism.” On this, see F. A. Hayek, The Counter-Revolution
of Science (Glencoe, Ill.;: The Free Press, 1952).
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