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INTRODUCTION 

Nature and importance of economic thought 

 The History of economic Thought deals with the origin and development of economic 

ideas and their interrelations. 

 History of economic thought is different from economic history and history of 

economics. While the history of economic thought deals with the development of economic 

ideas, economic history is a study of the material or industrial development of the people in the 

past. Though they are separate branches, we should remember that there is a close relationship 

between them. The economic ideas of people at any time are colored and conditioned by their 

environment. For instance, the economic ideas of Plato and Aristotle were influenced by the 

institution of slavery, for slavery was a part of the Greek civilization of the past. And the 

industrial revolution in England and the development of the urban proletariat (working class) 

provided the basis for the socialist ideas for Karl Marx.  

 The history of economics deals with the science of economic. Economics as a science, 

that is, as a body of systematized knowledge, is only of recent origin. It is roughly two hundred 

years old. It is only after the publication of the “Wealth of Nations” by dam Smith in 1776 that 

we have come to study economic as a science. That is why Adam Smith is regarded as the ‘father 

of political Economic’. That is, the latter part of the 18th century may be taken as the starting 

point. But the History of economic thought is broader than the history of the science. Economic 

ideas have been there ever since the birth of birth of mankind. We find economic ideas even in 
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the writings of the ancient Hebrews, Indians, Greeks, and Romans and during the middle Ages. 

Prof. Bell describes economic thought as “a study of heritage left by writers on economic 

subjects over a period of about 2,500 years; and it freely draws upon all phases of human 

knowledge.” 

 Prof. Haney has defined the subject in the following words.  “The subject, the History of 

Economic thought, may be defined as a critical account of the development of economic ideas, 

scorching in to their origins, interrelations and manifestation”. 

 History of Economics thought may be broadly divided into two parts.  The first part deals 

with the origin and development of economic ideas before the development of economies as a 

separate science   and the second part deals with the economic ideas since the birth of political 

economy as a Separate Science. 

 Theoretical Approaches: There are different theoretical approaches to the study of the 

history of economic thought. They are (1) Chorological approach, (2) Conceptual approach, (3) 

Philosophical approach,(4) Classical approach,(5) Historical approach,(6) The Neo-classical 

approach,(7) Welfare approach,(8) Institutional approach,(9) Keynesian approach. 

1. Chronological Approach: In the chronological approach economic ideas are       

discussed in the order of time. One advantage of this kind of approach is that it 

ensures continuity and it enables the reader to fix the time at which the economic 

ideas have come into existence. 

2. Conceptual Approach: In the conceptual approach, importance is given to the 

development of economic concepts or ideas. For instance, we study about things like 

marginal utility (Jevons), General Equilibrium (Walras), Quasi-rent, long and short 

run (Marshall) and Liquidity preference (Keynes). The advocates of this approach are 

not interested in their school of thought which has popularized a given idea. 

3. Philosophical Approach: The philosophical approach was first adopted by Plato, the 

Greek Philosopher. In the past, economics was considered a handmaid of ethics. 

Naturally, philosophical approach was adopted by early writers to discuss economic 

ideas. Aristotle, Adam Smith, Quesnay and above all Marx. All held definite 
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philosophical views. (‘But Schumpeter is of the opinion that the above writers were, 

as a matter of fact, not influenced by their work of economic analysis.) 

4. Classical Deduction Approach: The classical school (for example, Ricardo, Malthus 

and J. S. Mill) adopted deductive method which is an abstract one. The classical 

economists believed that the laws of economics are of universal application and that 

all economic laws could be formulated by a simple process of reasoning from one 

fundamental principle. he classical deductive approach, however, has come in for a 

lot of eroticism at the hands of the historical school. The historical school maintained 

that only by patient and careful observation and by inductive method, one could build 

up a realistic economic theory. 

5. Historical Approach: The historical approach lays emphasis on the inductive 

method. The historians stress that we must have some knowledge of the previous 

stages of economic development if we are to understand the economic life of the 

present. We cannot study man’s economic activity by neglecting his environment. 

They believed that the laws of economic are not universal in natural. They are relative 

conditioned by time, place, and historical circumstances. The historical school has its 

birth in Germany. 

6. The Neo-classical Approach: The neo-classical approach aims at improving the 

classical theories by suitably modifying them by taking into account the modern 

developments in the theory of economic. The neo-classical approach is an attempt at 

the reconstruction of the classical theory. “Neo-classical economics” may be said to 

begin with the appearance of Marshall’s dual theory of value is a fine example of 

neo-classical approach. The neo-classical approach believes that “Induction of 

deduction is both necessary for the science, just as the right and left foot are needed 

for walking.” 

7. Welfare Approach: The welfare approach aims at providing a basis for adopting 

policies which are likely to maximum ‘social welfare’.  “Welfare economics is 

concerned with the conditions which determine the total economic welfare of a 

community”. (Oskar Lange).While the classical approach emphasizes on utility, 

demand and consumption. 
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8. Institutional Approach: The institutional approach is a twentieth century 

phenomenon. “Institutional Economics” is essentially an American product. Veblen 

was the founder of this approach. The advocates of the institutional approach assert 

that the “Price system” should not be the central theme of economics. They attach 

importance to group behavior which is constantly changing. They consider economic 

laws as relative .The consider Institution (habit, custom, legal forms) as the chief 

factor in governing human behavior. 

9. Keynesian Approach: A major development in modern economics is associated with 

the name of J.M.Keynes. His approach is so new and fundamentally different from 

that of the applied to it. The essence is the Keynesian approach is that it deals with the 

problem of the economy as a whole, and not only with those of the individual 

consumer.  One of the great contributions of Keynes was to tie economic analysis to 

the great public problems of the day. In short, while most of the economists dealt with 

micro-economics, Keynes dealt with the problems of micro-economics employment; 

interest, money, their interrelations and so on. Keynes’ approach to economic 

problems centers on the goal of full employment.  

Mercantilism 

Mercantilism was an economic system of trade that spanned from the 16th century to the 

18th century. Mercantilism is based on the principle that the world's wealth was static, and 

consequently, many European nations attempted to accumulate the largest possible share of that 

wealth by maximizing their exports and by limiting their imports via tariffs. 

 History of Mercantilism 

First popularized in Europe during the 1500s, mercantilism was based on the idea that a nation's 

wealth and power were best served by increasing exports, in an effort to collect precious metals 

like gold and silver. 

Mercantilism replaced the feudal economic system in Western Europe. At the time, England was 

the epicenter of the British Empire but had relatively few natural resources. To grow its wealth, 

England introduced fiscal policies that discouraged colonists from buying foreign products, 

https://www.investopedia.com/terms/t/tariff.asp
https://www.investopedia.com/articles/economics/09/why-gold-matters.asp
https://www.investopedia.com/terms/s/silver.asp
https://www.investopedia.com/terms/f/fiscalpolicy.asp
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while creating incentives to only buy British goods. For example, the Sugar Act of 1764 raised 

duties on foreign refined sugar and molasses imported by the colonies, in an effort to give British 

sugar growers in the West Indies a monopoly on the colonial market. 

Similarly, the Navigation Act of 1651 forbade foreign vessels from trading along the British 

coast and required colonial exports to first pass through British control before being redistributed 

throughout Europe. Programs like these resulted in a favorable balance of trade that increased 

Great Britain's national wealth. 

Under mercantilism, nations frequently engaged their military might to ensure local markets and 

supply sources were protected, to support the idea that a nation's economic health heavily relied 

on its supply of capital. Mercantilists also believed that a nation's economic health could be 

assessed by its levels of ownership of precious metals, like gold or silver, which tended to rise 

with increased new home construction, increased agricultural output, and a strong merchant fleet 

to provide additional markets with goods and raw materials. 

Factors that gave rise of Mercantilism 

 The historical background should be taken into account in explaining the mercantilists’ 

philosophy.   Many political, social economic and religious were responsible for the rise of 

Mercantilism. 

 Towards the close of the Middle Ages, nationalism becomes a strong force.  Europe 

changed greatly as a result of the Renaissance, the Reformation, the invention of printing and the 

discovery of America.  As a result of these changes, there was a fundamental political change.  It 

resulted in the emergence of strong nation states like England, France, Germany and Spain.  

Feudalism came to an end and the king become powerful.  Each nation wanted to preserve its 

independence and considered the other nation as its potential rival.  In order to create a strong 

and powerful state, the mercantilists tried to regulate the political and economic activity of the 

people. 

The economic doctrines of the mercantilists were characterized by the following features.  In 

their policies 1. Mercantilists gave importance only for national advantage; 2.  They laid great 

emphasis on national policies for increasing the stock of precious metals; 3.  Their aim was 

https://www.investopedia.com/terms/b/bot.asp
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maximum exports and minimum imports; 4.  They sought favorable balance of trade by direct 

promotion of exports and restrictions of imports; and 5.  The ultimate aim was the creation of a 

strong and powerful state. 

 We shall now discuss in detail the views of the mercantilists on the role of the state, 

money, rate of interest, population, and balance of trade. 

Role of the State 

 The mercantilists believed that state intervention was necessary for the proper 

management of society’s economic affairs.  There was so much of state regulation of economic 

activity during the period of mercantilism in England that E.Lipson, a noted economic historisn 

remarked that England during the heyday of the mercantilists experienced her first “planned 

economy”. 

 With the object of maximizing exports and minimizing imports the Government put 

heavy imports duties to discourage imports of foreign goods and granted bounties and other tax 

concessions to encounrage exports. 

 For instance, in England the Government issued patents of monopoly whenever new 

processes were introduced by companies.  It allowed direct importation of foreign workers in 

order  to establish a new industry.  It fixed prices  and wages in order to encourage production.  It 

passed navigation Acts to encourage shipping and Navy.  It created privileged trading 

companies.  And it helped in the establishment of colonies in order to secure raw materials as 

well was a market for the finished goods.  As there was so much of economic activity and 

regulation by the state, mercantilism has been described as a policy of perpetual governmental 

activity.  Sometimes, economists find close relationship between mercantilism and state 

socialism of today. 

The Role of Money. 

 The mercantilists were of the view that money, usually in the form of precious metals or 

treasure, had an important role to play in determining the economic well-bring of a nation.  So 

they wished an indefinite accumulation of the precious metals.  It was felt that an adequate 

supply of gold and silver, in the form of bullion, was essential to the safety of the nation.  
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Treasure was needed for the waging of war, since with it all other thighs could be purchased.  

The mercantilists paid a lot of attention to the accumulation of precious metals and much of the 

criticism against this aspect of the system. 

Rate of Interest 

 The mercantilists advocated a low rate of interest on economic grounds.  They believed 

that economic development could proceed effectively only if the interest rate was low.  And the 

rate of the  interest could be low only if the supply of money was adequate.  so they argued that 

the accumulation of precious metals would tend  to lower than rate of interest and increase the 

availability of credit.  At the time when the mercantilists were writing, there were frequent 

complaints of “scarcity of money” in England and Holland.  

 Naturally, the mercantilists thought in terms of increasing the supply of money.  Further 

labour and other agents of production would be fully employed only if the money supply was 

adequate.  We know now that deflation is bad falling prices are unfavorable to economic 

development.  So they were opposed to any policy that caused failing prices.  They considered 

rising prices lesser evil than falling prices. 

The Balance of Trade. 

 The balance of Trade idea was the central doctrine in me mercantilists thought.  The 

mercantilists advocated foreign trade as a tool for increasing a nation’s wealth and treasure.  And 

they insisted on a favorable balance of trade.  Only then there would be an inflow of precious 

metals into the country.  The mercantilists believed that state intervention was necessary to 

promote a favorable balance of trade. 

Population 

 The mercantilists had a definite policy with regard to population .  They believed that an 

increased population meant both an increase in the potential number of soldiers and sailors and 

an increase in the number of productive workers.  They felt that Cheap and abundant labour was 

necessary to enable home products to compete successfully with those of foreign countries, 

hence the laws and regulations encouraging matrimony and parenthood.  So they followed 
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measures to increase population.  This encouragement to increased population formed an 

essential part of mercantilism 

Physiocracy: Meaning, Factors and Critical Estimate 

Meaning of Physiocracy: 

Physiocracy is the collective name of those economic principles and policies which developed in 

France in the middle of the 18th century. Physiocracy is also known as the ‘Agricultural 

System’. Economic thinkers who contributed to the growth and development of physiocracy 

have been called as physiocrats. 

The Physiocrats have been regarded as the founders of economic science because they were the 

first to grasp the general principles under-lying the economic phenomena and to evolve a 

theoretical system. Physiocracy is also remarked as the first school of economic thought. The 

term physiocracy means “Rule of Nature’. 

Physiocracy may be defined as a reaction against Mercantilism and its concepts. The 

physiocrats believed that the mercantile policies instead of doing any good have done great harm 

to the nations. So they revolted against the mercantile policies. 

According to Gide and Rist, “Physiocrats must be credited with a foundation of the earliest 

school of economists in the fullest sense of the term. The entrance of this small group of 

men into the arena of history is a most touching one”. 

The influential French School of thinkers of the early 18th century was led by “Quesnay and 

Turgot”. They believed in the existence of natural law which governs the universe. Their 

emphasis on agriculture has earned for their system of thought, the name agricultural school. 

The Factors That Gave Rise to Physiocracy: 

In 1750, France provided a favourable climate for the emergence of physiocratic ideas. There 

were many economic, political and social factors that were responsible for the rise of 

physiocracy. Firstly, physiocracy was essentially a revolt of the French against Mercantilism. 

Under Colbert the famous Finance Minister of France, Mercantilism was carried to an extreme 

degree. 
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As a result, there was neglect of agriculture and lot of government regulations. So there was need 

for an economic theory to prove that the mercantile policies were not favorable for the progress 

and wealth of a nation. The Physiocrats provided the theoretical basis to attack Mercantilism. 

Secondly, the tax system of France was corrupt, inefficient and unjust. The nobles and the 

clergymen, who owned nearly 2/3rd of the lands, were exempted from direct taxation. On the 

other hand, the burden of taxation on the poor was very heavy. The poor were affected by taxes 

like salt tax, poll tax, etc. 

Thirdly, the finance of the French government was in a bad condition. The unnecessary wars and 

the luxurious court life of King Louis the XIV and XV made the government bankrupt. So the 

government started borrowing loans. 

Fourthly, the French farmers were exploited by the nobles and landlords in a number of ways. 

The landlords took large share of the produce. The government levied heavy taxes upon the 

farmers. Even the markets for agricultural commodities were restricted because Mercantilism 

was in favour of industrial goods. 

Fifthly, the general economic conditions of France were also unfavorable. Britain had already 

realized that it was a wrong policy to develop trade and industry at the expense of agriculture. 

Agricultural revolution was taking place in England. So in France also attention was diverted to 

agriculture. 

Lastly, there were other forces working for the change. The political and moral philosophers 

emphasized the importance of individual rather than wealth. They told that man must be the 

centre of study. 

Thus as Eric Roll says, “With the physiocrats we enter an era of schools and systems in 

Economic Thought”. Physiocrats are important in the history of economic thought because they 

represented the first school of economists. 

The mercantilists were ordinary people who emphasized only foreign trade. But the physiocrats 

realized the importance of various economic activities and their relation. In the physiocratic 
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system all social factors like production and distribution are connected. In short, the physiocrats 

were reformers. 

Critical Estimate of Physiocracy: 

Physiocracy was the revolt of the French people against Mercantilism. It is, from this angle, we 

have to judge the economic ideas of the physiocrats. While the mercantilists were occupied with 

gold, the physiocrats emphasized “Real wealth” in the form of raw produce. 

The Mercantilists aimed at maximizing exports and minimizing imports with an object of 

securing a favorable balance of trade. But the physiocrats in general regarded foreign trade as an 

evil. While the mercantilists believed in the regulation of trade and Industry, the physiocrats 

suggested freedom of trade and Industry. 

In spite of the above merits, the physiocrats were wrong in considering agriculture alone as the 

productive occupation. Commerce and industry are equally important and productive. The 

physiocrats had a wrong idea of production. They regarded manufacture as unproductive 

although it creates utility. Further the physiocrats were mainly responsible for their wrong 

classification of labour into productive and unproductive. 

The greatest defect in the physiocratic doctrine is the absence of any reference to value. The 

physiocrats suggested complete freedom of trade and industry. But absolute freedom of trade is 

not advisable. The aim of the physiocrats was to develop agriculture. They regarded land, as the 

only source of wealth. 

So it followed that the landlords should pay the taxes. But this idea is against the interest of the 

agricultural class. The weakest point in the physiocratic system is the theory of distribution. 

But, at the same time, we have to remember that the physiocrats made some important 

contributions to economic thought: 

1. They put economics on a scientific basis by applying scientific methods. 

2. Economic development was a major concern of the Physiocrats. They realized the importance 

of agriculture which give surplus for capital formation. 
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3. The physiocrats were the first school of economists to analyze capital and capital formation. 

The Classical School 

 Adam Smith is the founder of the classical.  He has been subscribed as the “ Father of 

political Economy.”  His work Wealth of Nation” (1776) is generally regarded as the starting 

point of classical.  According to Keynes, The classical economists’ was a name invented by 

Marx to cover Ricardo and James Mill and their Predecessors.  But Keynes included in the 

classical school, “the followers of Ricardo that is to say who adopted and perfected the theory of 

the Ricardian economics.  These economists include J. Mill, Marshall and Edge worthe.   

Adamsmith, Jeremy Bentham, Thomas Robert Malthus, David Ricardo, J.B. Say and J.S Mill are 

the leading economists of the  

Adam Smith 

Adam Smith, (baptized June 5, 1723, Kirkcaldy, Fife, Scotland—died July 17, 1790, 

Edinburgh), Scottish social philosopher and political economist. After two centuries, Adam 

Smith remains a towering figure in the history of economic thought. Known primarily for a 

single work—An Inquiry into the Nature and Causes of the Wealth of Nations (1776), the 

first comprehensive system of political economy - Smith is more properly regarded as a social 

philosopher whose economic writings constitute only the capstone to an overarching view of 

political and social evolution. If his masterwork is viewed in relation to his earlier lectures 

on moral philosophy and government, as well as to allusions in The Theory of Moral 

Sentiments (1759) to a work he hoped to write on “the general principles of law and government, 

and of the different revolutions they have undergone in the different ages and periods of society,” 

then The Wealth of Nations may be seen not merely as a treatise on economics but also as a 

partial exposition of a much larger scheme of historical evolution. 

Adam Smith, (baptized June 5, 1723, Kirkcaldy, Fife, Scotland—died July 17, 1790, 

Edinburgh), Scottish social philosopher and political economist. After two centuries, Adam 

Smith remains a towering figure in the history of economic thought. Known primarily for a 

single work—An Inquiry into the Nature and Causes of the Wealth of Nations (1776), the 

first comprehensive system of political economy—Smith is more properly regarded as a social 

philosopher whose economic writings constitute only the capstone to an overarching view of 

https://www.britannica.com/place/Fife-council-area-Scotland
https://www.merriam-webster.com/dictionary/comprehensive
https://www.britannica.com/topic/political-economy
https://www.merriam-webster.com/dictionary/constitute
https://www.britannica.com/topic/ethics-philosophy
https://www.merriam-webster.com/dictionary/allusions
https://www.britannica.com/topic/work-economics
https://www.britannica.com/topic/law
https://www.merriam-webster.com/dictionary/treatise
https://www.britannica.com/topic/economics
https://www.britannica.com/place/Fife-council-area-Scotland
https://www.merriam-webster.com/dictionary/comprehensive
https://www.britannica.com/topic/political-economy
https://www.merriam-webster.com/dictionary/constitute
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political and social evolution. If his masterwork is viewed in relation to his earlier lectures 

on moral philosophy and government, as well as to allusions in The Theory of Moral 

Sentiments (1759) to a work he hoped to write on “the general principles of law and government, 

and of the different revolutions they have undergone in the different ages and periods of society,” 

then The Wealth of Nations may be seen not merely as a treatise on economics but also as a 

partial exposition of a much larger scheme of historical evolution. 

Returning to his home after an absence of six years, Smith cast about for suitable 

employment. The connections of his mother’s family, together with the support of the jurist and 

philosopher Lord Henry Home Kames, resulted in an opportunity to give a series of public 

lectures in Edinburgh—a form of education then much in vogue in the prevailing spirit of 

“improvement.” The lectures, which ranged over a wide variety of subjects from rhetoric to 

history and economics, made a deep impression on some of Smith’s notable contemporaries. 

They also had a marked influence on Smith’s own career, for in 1751, at the age of 27, he was 

appointed professor of logic at Glasgow, from which post he transferred in 1752 to the more 

remunerative professorship of moral philosophy, a subject that embraced the related fields of 

natural theology, ethics, jurisprudence, and political economy. 

Glasgow 

Smith then entered upon a period of extraordinary creativity, combined with a social 

and intellectual life that he afterward described as “by far the happiest, and most honourable 

period of my life.” During the week he lectured daily from 7:30 to 8:30 AM and again thrice 

weekly from 11 AM to noon, to classes of up to 90 students, aged 14 to 16. (Although his 

lectures were presented in English rather than in Latin, following the precedent of Hutcheson, the 

level of sophistication for so young an audience strikes one today as extraordinarily demanding.) 

Afternoons were occupied with university affairs in which Smith played an active role, being 

elected dean of faculty in 1758; his evenings were spent in the stimulating company of Glasgow 

society. 

Among his wide circle of acquaintances were not only members of the aristocracy, many 

connected with the government, but also a range of intellectual and scientific figures that 

https://www.britannica.com/topic/ethics-philosophy
https://www.merriam-webster.com/dictionary/allusions
https://www.britannica.com/topic/work-economics
https://www.britannica.com/topic/law
https://www.merriam-webster.com/dictionary/treatise
https://www.britannica.com/topic/economics
https://www.britannica.com/biography/Henry-Home-Lord-Kames
https://www.britannica.com/topic/rhetoric
https://www.britannica.com/topic/logic
https://www.merriam-webster.com/dictionary/ethics
https://www.britannica.com/science/jurisprudence
https://www.merriam-webster.com/dictionary/intellectual
https://www.merriam-webster.com/dictionary/aristocracy
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included Joseph Black, a pioneer in the field of chemistry; James Watt, later of steam-engine 

fame; Robert Foulis, a distinguished printer and publisher and subsequent founder of the first 

British Academy of Design; and, not least, the philosopher David Hume, a lifelong friend whom 

Smith had met in Edinburgh. Smith was also introduced during these years to the company of the 

great merchants who were carrying on the colonial trade that had opened to Scotland following 

its union with England in 1707. One of them, Andrew Cochrane, had been a provost of Glasgow 

and had founded the famous Political Economy Club. From Cochrane and his fellow merchants 

Smith undoubtedly acquired the detailed information concerning trade and business that was to 

give such a sense of the real world to The Wealth of Nations. 

The Theory of Moral Sentiments 

In 1759 Smith published his first work, The Theory of Moral Sentiments. Didactic, 

exhortative, and analytic by turns, it lays the psychological foundation on which The Wealth of 

Nations was later to be built. In it Smith described the principles of “human nature,” which, 

together with Hume and the other leading philosophers of his time, he took as a universal and 

unchanging datum from which social institutions, as well as social behaviour, could be deduced. 

Jean-Baptiste Say  

J.-B. Say, in full Jean-Baptiste Say, (born January 5, 1767, Lyon, France—died 

November 15, 1832, Paris), French economist, best known for his law of markets, which 

postulates that supply creates its own demand. 

After completing his education, Say worked briefly for an insurance company and then as 

a journalist. In 1794 he became an editor of a new magazine dedicated to the ideas of the French 

Revolution; he later became editor in chief of the magazine. He was appointed to the Turbinate 

under the consulate in 1799 but was later dismissed by Napoleon. In 1807 he started a cotton-

spinning mill, which he sold in 1813. Next he held a chair in industrial economy at the 

Conservatory of Arts and Crafts from 1817 to 1830, and he was a professor of political 

economy at the College de France from 1830 until his death. His major publication was Traité 

d’économie politique (1803; A Treatise on Political Economy). 

https://www.britannica.com/biography/Joseph-Black
https://www.britannica.com/biography/James-Watt
https://www.britannica.com/biography/Robert-Foulis
https://www.britannica.com/biography/David-Hume
https://www.britannica.com/place/Scotland
https://www.britannica.com/topic/The-Theory-of-Moral-Sentiments
https://www.britannica.com/topic/work-economics
https://www.merriam-webster.com/dictionary/Didactic
https://www.merriam-webster.com/dictionary/analytic
https://www.britannica.com/topic/human-nature
https://www.britannica.com/topic/universal
https://www.britannica.com/place/Lyon-France
https://www.britannica.com/topic/market
https://www.britannica.com/topic/supply-and-demand
https://www.britannica.com/topic/political-economy
https://www.britannica.com/topic/political-economy
https://www.britannica.com/topic/College-de-France
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Say attributed economic depression not to a general weakness in demand but to 

temporary overproduction in some markets and underproduction in others. Any imbalance would 

adjust automatically, he believed, because overproducers must either redirect their production to 

meet their customers’ preferences or be forced out of business. 

There are two versions of Say’s law—one proved to be true, the other false. The true 

version states that a glut of goods cannot persist over a long term because the production of 

goods will motivate producers to buy other goods. In Say’s words, “Products are always 

exchanged for products.” This represented a significant new understanding of markets because 

economists before Say had worried about the possibility of a long-term glut. There is, however, 

the false version of Say’s law, which Say appears to have also believed; it states that there cannot 

be an overproduction of goods in the short term. British economist Thomas Malthus, with whom 

Say was acquainted, attacked this version in the 19th century, as did John Maynard Keynes in the 

20th century. 

Jeremy Bentham 

Jeremy Bentham, jurist and political reformer, is the philosopher whose name is most closely 

associated with the foundational era of the modern utilitarian tradition. Earlier moralists had 

enunciated several of the core ideas and characteristic terminology of utilitarian philosophy, 

most notably John Gay, Francis Hutcheson, David Hume, Claude-Adrien Helvétius and Cesare 

Beccaria, but it was Bentham who rendered the theory in its recognizably secular and systematic 

form and made it a critical tool of moral and legal philosophy and political and social 

improvement. In 1776, he first announced himself to the world as a proponent of utility as the 

guiding principle of conduct and law in A Fragment on Government. In An Introduction to the 

Principles of Morals and Legislation (printed 1780, published 1789), as a preliminary to 

developing a theory of penal law he detailed the basic elements of classical utilitarian theory. 

The penal code was to be the first in a collection of codes that would constitute the 

utilitarian pannomion, a complete body of law based on the utility principle, the development of 

which was to engage Bentham in a lifetime’s work and was to include civil, procedural, and 

constitutional law. As a by-product, and in the interstices between the sub-codes of this vast 

legislative edifice, Bentham’s writings ranged across ethics, ontology, logic, political economy, 

https://www.britannica.com/topic/depression-economics
https://www.britannica.com/biography/Thomas-Malthus
https://www.britannica.com/biography/John-Maynard-Keynes
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judicial administration, poor law, prison reform, international law, education, religious beliefs 

and institutions, democratic theory, government, and administration. In all these areas he made 

major contributions that continue to feature in discussions of utilitarianism, notably its moral, 

legal, economic and political forms. Upon this rests Bentham’s reputation as one of the great 

thinkers in modern philosophy. 
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1. Life and Writings 

Jeremy Bentham was born on 15 February 1748 and died on 6 June 1832 in London. He 

was the elder son of an attorney, Jeremiah Bentham (1712–92) and his first wife, Alicia 

Whitehorn (d. 1759), and brother to Samuel (1757–1831), a naval architect and diplomat. 

Bentham’s later interest in educational reform was stimulated by his unhappy experiences at 

Westminster School (1755–60) and Queen’s College, Oxford (BA 1763, MA 1766). He 

described Westminster as “a wretched place for instruction” (1838–43, X, 30), while his three 

years at Queen’s, which he entered at the age of twelve, were no more stimulating. He viewed 

the Oxbridge colleges as seats of privilege, prejudice and idleness, and his Oxford experience left 

him with a deep distrust of oaths and sparked a general antipathy toward the Anglican 

establishment (2011, 35–40). In the early 1770s, he jotted down notes for a critical work on 

“Subscriptions [to articles of faith]” (UC v, 1–32; xcvi, 263–341), and returned to the same 

theme in the controversial tract Swear Not at All (1817). 

Following Oxford Bentham attended the Court of King’s Bench, Westminster Hall as 

part of his preparation for a law career. There he heard cases argued before Lord Mansfield, 

including the proceedings against the radical journalist and politician John Wilkes. He returned 

briefly to Oxford in 1763–64 to attend lectures given by William Blackstone, the first Vinerian 

Professor of English Law, which were published in four celebrated volumes as Commentaries on 

the Laws of England (1765–69). Bentham was not impressed, detecting glaring fallacies in 

Blackstone’s natural law reasoning. In the years following other aspects of Blackstone’s theory 

received his critical attention, notably his defense of England’s “mixed and balanced” 

government and English common law. Thereafter Blackstone was associated in Bentham’s mind 

with the “every-thing-as-it-should-be” school of legal and political apologetics. 
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https://plato.stanford.edu/entries/bentham/#SecSou
https://plato.stanford.edu/entries/bentham/#Aca
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Bentham was called to the Bar in 1769, but his legal career lasted only one brief. In that 

year he discovered the utility principle and related ideas in the writings of Hume, Helvétius and 

Beccaria and chose instead a career dedicated to analytic jurisprudence, law reform, and social 

and political improvement. Unaware of Hutcheson’s version of the utilitarian formula in An 

Inquiry into the Original of our Ideas of Beauty and Virtue (1729), Bentham was occasionally 

deceived by faulty memory into thinking he had discovered it in Priestley’s Essay on the First 

Principles of Government (1768). More plausible, however, are his claims to have found it in 

Beccaria’s Dei Delitti e delle Pene (1764), where the Italian law reformer announced that the 

only valid criterion for evaluating the merits of a law is “la messima felicità divisa nel maggior 

numero”—the greatest happiness of the greatest number. In reading Hume’s Treatise of Human 

Nature (1739–40)—which declared that all social inquiry should be based on the “experimental 

Method of Reasoning”—Bentham found virtue equated with utility, at which he “felt as if scales 

had fallen from my eyes” (1977, 440n). Having borrowed the nomenclature of utility from 

Hume, Bentham then turned to De l’esprit (1758), in which Helvétius delineated the potential for 

utility to act as a guide to human conduct by making a connection “between the idea attached to 

the word … ‘happiness’ … and the ideas attached to the words ‘pleasure’ and ‘pain’”. This 

meant, as he recalled in the “Article on Utilitarianism” (1829), that “attached to the words 

‘utility’ and ‘principle of utility’ were now ideas in abundance”, from which “a commencement 

was made of the application of the principle of utility to practical uses” (1983a, 290). 

2. Philosophical Foundations 

Preliminary to the analysis of existing legal systems and the construction of the 

utilitarian pannomion, in 1776 Bentham began drafting “Preparatory Principles” (of censorial 

jurisprudence or what the law ought to be). In these over 600 pages of manuscript, now 

published in authoritative form in the Collected Works (2016b), he offered a series of 

disquisitions on the definitions, distinctions, axioms, and aphorisms intended as tools for 

demystifying the “fictions” of English law and legal practice, fictions which he found 

uncritically reiterated in Blackstone’s Commentaries. In these and other early writings we see 

Bentham striving to emulate in the moral world the great advances made in physical science. In 

the process he consciously allied himself with the more progressive elements of the 
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Enlightenment and made plain the intellectual influences that shaped his thought, notably Bacon, 

Locke, Hume, and the French philosophes. 

Influenced by the empiricism of Bacon and Locke, Bentham held that all knowledge is 

derived from sensation: the intellect has no material to work with apart from that obtained by the 

senses. In the second half of the 17th century, the Royal Society had emphasized the role of 

experiment and generally empiricist epistemology in the development of the natural sciences. 

Suitably impressed by the progress made in this department of knowledge, Bentham carried over 

into moral science the basic principle that people can only know, in any certain or scientific 

sense of that term, that which can be observed and verified. He argued that legal science ought to 

be built on the same immovable basis of sensation and experience as that of medicine, declaring 

“what the physician is to the natural body, the legislator is to the political: legislation is the art of 

medicine exercised upon a grand scale” (UC xxxii, 168). 

This was the core of the “experimental method” for Bentham; it was an approach 

implicitly associated in his mind with a materialist ontology and a representational theory of 

meaning. He rejected all forms of idealism in philosophy and insisted that in principle all matter 

is quantifiable in mathematical terms, and this extends to the pains and pleasures that we 

experience—the ultimate phenomena to which all human activity (and social concepts, such as  

in practice, a despotism however in disposition” (1970, 28n). By comparison, “utility” was a 

principle rooted in the empirical and verifiable facts of the felt experience of pains and pleasures. 

3. Pains and Pleasures 

At the beginning of IPML Bentham offered the famous declamation that underscores the 

primacy of pains and pleasures in utilitarian theory: Nature has placed mankind under the 

governance of two sovereign masters, pain and pleasure. It is for them alone to point out what 

we ought to do, as well as to determine what we shall do. On the one hand the standard of right 

and wrong, on the other the chain of causes and effects, are fastened to their throne. They govern 

us in all we do, in all we say, in all we think: every effort we can make to throw off our 

subjection, will serve but to demonstrate and confirm it. In words a man may pretend to abjure 

their empire: but in reality he will remain subject to it all the while. The principle of 



19 
 

utility recognises this subjection, and assumes it for the foundation of that system, the object of 

which is to rear the fabric of felicity by the hands of reason and of law. (1970, 11) 

3.1 Interests 

In Helvétius’ account “interest” lies at the epicenter of moral science, but Bentham 

recognized that the concept only had meaning, like other fictitious entities in ethics such as 

“desire” and “motive”, when redefined in terms of the avoidance of pains and acquisition of 

pleasures (1970, 12; 1838–43, VIII, 290). In general he followed Adam Smith in believing the 

individual to be the best judge of his or her own interests, but the simplicity of this proposition is 

deceptive (see Engelmann 2001). 

First, a person’s consideration of her interest involves expectations or mental projections 

of the future, not actually existing material interests. This involves the individual 

in imagining what will occur if she were to act in a certain manner. The specific expectations that 

attend the consideration of an action may be shaped by a myriad of external considerations, as 

well as the agent’s own predilections and preferences. For Bentham, the most important elements 

of the external environment in which a person imagines outcomes are the penalties and rewards 

laid down by law and those deriving from other educative and moral institutional arrangements 

and practices, including the sanction exercised by public opinion. In this sense, law and other 

agencies may be used to construct interests by providing individuals with the motives to pursue 

courses of action beneficial to the community. It is the individual who then must correctly 

perceive where her interests lie; she must imagine the expected outcomes the legislator has 

determined. The result is that Bentham’s material view of pains and pleasures as the factors 

which define “interest” tends to evaporate in favour of interests composed of imagined (though 

not imaginary) apprehensions and expectations about the future. 

Second, Bentham recognised that explaining action in terms of interest is potentially 

circular. If we mean by acting according to interest, acting selfishly, then the statement “Agents 

act in accordance with their self-interest”, is false. If we mean, acting to pursue our interest in the 

widest sense, then the statement is tautological (2010b, 93n). In this respect, the validity of the 

“self-preference principle”—the assumption that self-interest is the motivation of all human 

action—is questionable. Bentham recognised the possibility of altruistic actions, and frequently 
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alluded to his own philanthropy when recommending schemes to further the public good. 

Moreover, in IPML he held that sympathy was a “primeval and constant source” of pleasure and 

action (1970, 61), and later, in Deontology, elevated it to his list of sanctions as a source of pain 

and pleasure (1983a, 84, 183, 201, 203–4). However, if not all action is motivated by self-

interest in the narrow or strict meaning of the term, then how far can the self-preference principle 

be considered a reliable guide for the legislator in constructing motives? Bentham’s answer, 

probably influenced by Hume’s view of the matter, is that the self-preference principle is a sound 

generalization. While it is not true that everyone always acts in his or her self-interest, it is best 

that the legislator design institutions and law as if this were in fact true. Self-interested acts are 

the norm; altruism is the exception. As he explained it in the Constitutional Code, even if the 

self-preference principle “held good in no more than a bare majority, of the whole number of 

instances, it would suffice for every practical purpose, in the character of a ground for all 

political arrangements” (1838–43, IX, 6). 

Third, although individuals may in general be the best judges of their own interests, they 

may not always judge wisely. This creates a disjunction between the perception of their interest 

and their “real” interest. Since the “public interest” is nothing more than the aggregate of 

individual interests (1970, 12), an effective legislator must have a fairly accurate understanding 

of the interests of those individuals that constitute the community, of what will motivate them to 

act in the desired ways (especially in criminal law). But if people incorrectly perceive their 

interests, then the legislator may be misled in constructing the appropriate motivation. Clearly, 

the knowledge needed by the legislator (in order to be effective in constructing adequate motives 

to direct individual actions) is of people’s apparent interests, while the legislator’s objective is to 

further their “real” interests, that is, what they would choose if they were fully rational and 

informed. This means that assessing the value of the constituent elements of interest (pains and 

pleasures) is a tricky business for the legislator; he must accurately observe the ways people 

behave, deduce the motives behind their actions, and encompass this knowledge in the sanctions 

of law. Yet these same observations of human behaviour may not also be reliable guides to the 

“real” interests of individuals, which must be determined on other grounds. This is why some 

modern day utilitarians focus on “preferences”, that is on the subjectively expressed opinion of 

the individual as to what she thinks will be pleasurable or painful to her (see Bykvist 2013). 
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3.2 Felicific Calculus 

Though Bentham did not use this terminology, the calculus he devised—commonly 

known as the “felicific calculus”—describes the elements or dimensions of the value of a pain or 

pleasure. To an individual the value of a pain or pleasure will be more or less according to its 

“intensity”, “duration”, “certainty or uncertainty”, and its “propinquity or remoteness”. Where 

the object is to measure the value of a pleasure or pain in terms of the tendency of an act, there 

are two additional circumstances to be taken into account: “fecundity” or “the chance it has of 

being followed by sensations of the same kind”, and “purity” or “the chance it has of not being 

followed by sensations of the opposite kind”. Where there are a number of persons, with 

reference to whom the value of a pleasure or a pain is considered, a further circumstance must be 

factored into the calculus, that is the “extent” or the number of persons who are affected by the 

pleasure or pain (1970, 38–39). Although Bentham believed there was nothing in what he had 

proposed “but what the practice of mankind, wheresoever they have a clear view of their own 

interest, is perfectly conformable to”, it has often been said that applying the felicific calculus is 

impractical. Bentham recognised that neither the individual nor the legislator could strictly 

follow the process he described. Rather, he presented it as a model of the ideal calculation, and 

“as near as the process actually pursued on these occasions approaches to it, so near will such 

process approach to the character of an exact one” (1970, 40). 

3.3 Diminishing Marginal Utility 

Bentham occasionally suggested that pains and pleasures might be evaluated in relation 

to income or wealth, but he was aware of the limitations of this approach. While we might 

plausibly assume that, of two individuals with unequal fortunes, the richer of the two would be 

the happier, it does not follow that adding increments to that person’s wealth will continue to 

make him happier in the same proportion. It is in the nature of the case that the amount of 

increase in happiness will not be as great as the increase in wealth; the addition of equal 

increments of money will eventually bring successively less of an increase in happiness. Modern 

economists know this analysis as the law of “diminishing marginal utility”. One of its practical 

consequences for a utilitarian such as Bentham is that, where choices present themselves 

between giving an additional increment to a rich man or to a poor man, more happiness will 
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result from giving it to the poorer of the two. Also, the analysis underscores why money cannot 

be a direct measure of utility, since the utility represented by a particular sum of money will vary 

depending on the relative wealth of the person who receives it. Moreover, it is evident that 

diminishing marginal utility is also a feature of the additional increments of pleasure a person 

may experience beyond a certain point; equal increments of pleasure will not necessarily add to 

the stockpile of happiness if a person has reached a saturation point. 

4. Later Improvements 

In the 1829 “Article on Utilitarianism” Bentham pointed to two later “improvements” to 

his understanding of the utility principle—the “disappointment-prevention principle” and the 

“greatest happiness principle” (a substitute for the “greatest happiness of the greatest number” 

formula). 

4.1 Disappointment-prevention Principle 

For Bentham, the unhappiness created by the loss of something will usually have a 

greater impact on a person than the happiness brought about by its gain to someone else (1838–

43, I, 304–7). All other things being equal, the reduction of utility to one person caused by theft 

will have a greater bearing on that person’s happiness than the gain in utility to another person 

from a lottery win of the same monetary value. Of course, if the loser is a wealthy person and the 

gainer a poor man, this will not hold. But in the normal run of things, this is why Bentham gave a 

higher priority to the protection of property by law and why he held that the alleviation of 

suffering demands more immediate attention than plans to produce wealth (1952–54, III, 324, 

342). It is also the rationale for what Bentham later called the “disappointment-prevention 

principle” (1838–43, V, 416), which requires that the security of legitimate expectations take 

precedence over other ends, save where the public interest manifestly justifies government 

intervention. Raising public funds through taxation for vital services would be justified by the 

principle, as would emergency expropriation of property in times of war or famine, usually with 

compensation paid to the property owner. 

For Bentham, the significance of this principle as a practical guide could hardly be 

overstated. It is, he says, the “one all-comprehensive rule” upon which all property arrangements 

ought to be based (1983a, 308), and by this, “the first application, or say emanation, of the 
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greatest happiness principle”, all the arrangements of the law of property “in its most extensive 

sense”, meaning “all objects of general desire”, ought to be ordered (295–96; see also 1838–43, 

III, 312). 

4.2 Greatest Happiness Principle 

Bentham detected a serious and potentially debilitating defect in rendering the utility 

principle as the “greatest happiness of the greatest number”. He came to see that such a principle 

could justify inordinate sacrifices by a minority, however that minority might be composed, in 

the interest of enhancing the happiness of a majority. He considered this a false conclusion, but 

one that needed to be addressed. “Be the community in question what it may”, he writes, “divide 

it into two unequal parts, call one of them the majority, the other the minority, lay out of the 

account the feelings of the minority, include in the account no feelings but those of the majority, 

the result you will find is that to the aggregate stock of the happiness of the community, loss, not 

profit, is the result of the operation”. The less the numerical difference between the minority and 

majority, the more obvious the deficiency in aggregate happiness will be (1983a, 309). 

Logically, then, the closer we approximate the happiness of all the members of the community, 

the greater the aggregate of happiness. 

4.3 Universal Interest 

As an additional improvement in the manner in which Bentham conceived the utility 

principle, he might have included the “universal interest”, an idea initially stated in Plan of 

Parliamentary Reform where it appears as a more particular conception of the greatest happiness 

principle aimed at the “maximum … of comfort and security” for all (1838–43, III, 452). The 

universal interest relates to interests that are shared by everyone, and only when it is impossible 

for government to contrive policies to achieve this end is a distribution of happiness less than 

universal or less than equal justified (1983b, 136). However, the number of decisions made by 

governments that are genuinely of universal reach are relatively few and may be limited to 

national defence and the framework of individual rights (securities). Beyond that, redistributive 

policies invariably involve unequal sacrifices and benefits. This means that the legislator must 

employ a utilitarian calculation in which the pain experienced by the few is reduced to the 
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minimum necessary to produce benefits for the many; only on this basis may pleasures be 

summed and pains subtracted in order to produce the rationale to justify the best policy. 

5. Subordinate Ends, Principles and Maxims 

From early on in his utilitarian theorizing, Bentham understood that the achievement of 

utilitarian objectives in practice required the translation of the utility principle into elements 

amenable to implementation in ways that the philosophically abstract principle itself could not 

be. Concrete manifestations of happiness, for example, could be found in personal security and 

reduced crime rates, enhanced health and declining death rates, broader opportunities for 

education, the reduction of diseases caused by sewage pollution, and so on. The statistical 

measurement of these and other issues would provide a solid basis for the dissection of existing 

law and the development of new law, but Bentham’s thirst for such information was always well 

in advance of the available data. This deficiency did not, however, prevent him from developing 

the theoretical apparatus to direct the formulation of such laws. 

In founding a system of law upon the principle of utility, Bentham announced near the beginning 

of his career, “I do no more than found it upon a set of rules” (UC lxix, 38). This was more than 

the Humean observation that utility is embedded in customary rules that have evolved over time. 

The maximization of utility required that the jurist cast a “censorial” eye on existing practices to 

test their capacity to enhance the greatest happiness. Where the jurist detects deficiencies, new 

rules and precepts must be developed that demonstrably accord with the utility principle. 

6. Civil Law and Political Economy 

The subordinate ends of civil law are security, subsistence, abundance, and equality, in 

this order of priority. “The more perfect enjoyment is in all these respects”, Bentham wrote, “the 

greater is the sum of social happiness: and especially of that happiness which depends upon the 

laws” (1840, I, 96). Where there is abundance and legislative intervention is conducted in 

accordance with the “disappointment-prevention principle”—such as when the state takes 

ownership of an estate for which there is no legitimate heir (122–23), or when a tax on property 

can be introduced without materially detracting from a person’s expectations—then a degree of 

equalization may be achieved by the redistribution of wealth (Kelly 1990, 191–97). This is 

entirely consistent with the view that, properly understood, the utility principle entails a 
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presumption in favour of an equal distribution, unless there is compelling empirical evidence that 

utility would not be served by such a policy. As Bentham put it in Leading Principles of a 

Constitutional Code, “the more remote from equality are the shares … the less is the sum of 

felicity produced by the sum of those shares” (1838–43, II, 276). 

The theory of “diminishing marginal utility” also lends support to equalization policies, 

dictating that decreases to the wealth of a rich man cause less pain than similar decreases to a 

poor man, while additions to the wealth of the poor man bring happiness in a greater amount than 

they would to a rich man (1840, I, 103–9). In First Principles Preparatory to Constitutional 

Code Bentham went further, to postulate that the greatest happiness of the people “requires that 

the external instruments of felicity, whatsoever they may be, be shared by the whole number in a 

proportion so near to equality as is consistent with universal security” (1989,16; see also 1840, I, 

104). However, he refused to countenance the idea that policies to redistribute wealth at the cost 

of security would be beneficial either to social prosperity or individual wellbeing. Proposals to 

alter the distribution of wealth in line with diminishing marginal utility must, therefore, be 

conducted in accordance with the “disappointment-prevention principle”. 

On the other hand, Bentham believed that a system of laws based on the utility principle 

would gradually and “indirectly” evolve towards greater equality in the distribution of goods, 

and pointed to the historical evidence of post-feudal Europe in support of his position. In the 

long run the key to achieving a more equal distribution of property lay in abundance: “in a nation 

prosperous in its agriculture, its manufactures and its commerce, there is a continual progress 

towards equality” (1840, I, 123). The important caveat Bentham introduced to justify this 

optimism is the proviso that government must not impede this tendency by allowing monopolies, 

putting “shackles” on trade and industry, or placing obstacles in the path of the division of 

property on inheritance. 

Bentham believed that facilitating individuals in the pursuit of their interests in a free 

market is what government should do, because this is the proven best way to maximise the 

public good. Where laissez-faire does not produce the best result, however, the legislator must 

act in other direct and indirect ways to produce the optimal outcome. The question, as Bentham 

explained in Manual of Political Economy, “is to know what ought and what ought not to be 

done by government. It is in this view, and in this view only that the knowledge of what is done 
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and takes place without the interference of government can be of any practical use” (1952–54, I, 

224). In the Institute of Political Economy, he argued that past experience provided sufficient 

evidence to convince us that governments should not act in the economic realm as much as they 

often do, hence the motto “Be quiet” and the lists of “Non-agenda” items. Where departures 

from this general rule are required—such as when vital subsistence goods would be priced 

beyond the reach of many—they become “Agenda” items for government (1952–54, III, 333; see 

also 247–302). But radical schemes for property re-distribution are ruled out; the axiomatic 

requirement that each be treated equally, that the happiness of each be counted, justified policies 

to equalize the distribution of goods only where this could be achieved without disappointing 

legitimate expectations. 

7. Penal Law and Punishment 

Civil and penal law are inextricably connected in Bentham’s legal theory. Just as the primary 

purpose of civil law is economic security and national prosperity, so it draws powerful support 

from the protection afforded persons, property and expectations by the threat of punishment 

(1838–43, III, 203). To this end, utilitarian penal law is framed in terms of the principal objective 

of deterrence, but it also embraces the secondary ends of disablement, moral reformation, and 

compensation (see Crimmins 2011b). The effectiveness of the theory in practice depends on two 

additional features: offences must be classified solely on the basis of the harm perpetrated, and 

there must be an appropriate proportion between crimes and punishments. It is because of its 

failure to satisfy the first feature that Bentham (2014) rejected the prevailing criminalization of 

consensual sexual acts, and developed the first systematic defense of sexual liberty in the English 

language. 

8. Panoptical 

Subordinate ends are also evident in the design and management of the panoptical prison: 

security and economy are foremost, but tempered by humanity and accountability. Impressed by 

the dynamic of its circular architecture which allowed the warden, obscured from view in the 

shuttered watchtower, to observe the activities of prisoners day and night, Michel Foucault took 

the perspective that “panopticism” defined a “new physics of power”, an experimental 

“laboratory of power” in which behaviour could be modified, and he viewed the panoptical—that 

“cruel, ingenious cage”—as a symbol of the repressive, disciplinary society, the modern “society 
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of surveillance” (Foucault 208). This view of the panoptical has opened up some interesting lines 

of discourse on the encroaching methods of control and surveillance in contemporary liberal 

societies (Brunon-Ernst 2012). However, as a critique of Bentham’s proposals it hardly does 

justice to the intricacies of the project, as Simple (1993) has shown. 

9. Administration, Government, Constitutional Law 

As with the panopticon, economy, transparency and accountability were equally important in 

Bentham’s innovative account of administration, as were devices to ensure the maximization of 

“intellectual”, “moral”, and “active” aptitude in public officials. In government utilitarian 

outcomes required various democratic procedures that function as “securities against misrule”. 

These procedures include: “virtual” universal suffrage, annual parliaments, the secret ballot, and 

provisions for transparency, publicity and unconstrained public debate. 

Much of what Bentham recommended in relation to administrative and political institutions is 

governed by “the interest-junction-prescribing principle”, designed to ensure that the interests of 

those with power would be reconciled with the public interest. This idea was prominent in A 

Fragment on Government, where he argued that effective government was not to be had on the 

foundation of abstract formulas such as “mixed and balanced” institutions, but required “the 

frequent and easy changes of condition between governors and governed; whereby the interests 

of one class are more or less indistinguishably blended with those of the other” (1977, 485). In 

the later constitutional writings Bentham added many more administrative devices to ensure 

aptitude, transparency and accountability, none more important than the “Public Opinion 

Tribunal”, or the open court of public opinion founded on the freedom of the press, by which 

government actions could be held up to public scrutiny (1983b, 36). And, just as the panopticon 

was to be monitored by the publication of regular reports, so reports of government activity were 

required to keep the democratic polity informed and facilitate the accountability of public 

officials. 

David Ricardo 

 Born in London, England, Ricardo was the third surviving of the 17 children of Abigail 

Delvalle (1753–1801) and her husband Abraham Israel Ricardo (1733?–1812). His family 

were Sephardic Jews of Portuguese origin who had recently relocated from the Dutch 

https://en.wikipedia.org/wiki/Sephardi_Jews
https://en.wikipedia.org/wiki/Portuguese_people
https://en.wikipedia.org/wiki/Dutch_Republic
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Republic. His father was a successful stockbroker and Ricardo began working with him at the 

age of 14. At the age of 21, Ricardo eloped with a Quaker, Priscilla Anne Wilkinson, and, 

against his father's wishes, converted to the Unitarian faith.  This religious difference resulted in 

estrangement from his family, and he was led to adopt a position of independence.[7] His father 

disowned him and his mother apparently never spoke to him again.  

Following this estrangement he went into business for himself with the support of 

Lubbocks and Forster, an eminent banking house. He made the bulk of his fortune as a result of 

speculation on the outcome of the Battle of Waterloo. The Sunday Times reported in Ricardo's 

obituary, published on 14 September 1823, that during the Battle of Waterloo Ricardo "netted 

upwards of a million sterling", a huge sum at the time. He immediately retired, his position on 

the floor no longer tenable, and subsequently purchased Gatcombe Park, an estate 

in Gloucestershire, now owned by Princess Anne, the Princess Royal and retired to the country. 

He was appointed High Sheriff of Gloucestershire for 1818–19.[9] 

In August 1818 he bought Lord Portarlington's seat in Parliament for £4,000, as part of 

the terms of a loan of £25,000. His record in Parliament was that of an earnest reformer. He held 

the seat until his death five years later. 

Ricardo was a close friend of James Mill. Other notable friends included Jeremy 

Bentham and Thomas Malthus, with whom Ricardo had a considerable debate (in 

correspondence) over such things as the role of landowners in a society. He also was a member 

of Malthus' Political Economy Club, and a member of the King of Clubs. He was one of the 

original members of The Geological Society.[8] His youngest sister was author Sarah Ricardo-

Porter (e.g., Conversations in Arithmetic). 

Parliamentary record 

He voted with the opposition in support of the liberal movements in Naples, 21 February, 

and Sicily, 21 June, and for inquiry into the administration of justice in Tobago, 6 June. He 

divided for repeal of the Blasphemous and Seditious Libels Act, 8 May, inquiry into the Peterloo 

massacre, 16 May, and abolition of the death penalty for forgery, 25 May, 4 June 1821. 

He adamantly supported the implementation of free trade. He voted against renewal of 

the sugar duties, 9 Feb, and objected to the higher duty on East as opposed to West Indian 
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produce, 4 May 1821. He opposed the timber duties. He voted silently for parliamentary reform, 

25 Apr 3 June, and spoke in its favour at the Westminster anniversary reform dinner, 23 May 

1822. He again voted for criminal law reform, 4 June. 

His friend John Louis Mallett commented: “he meets you upon every subject that he has 

studied with a mind made up, and opinions in the nature of mathematical truths. He spoke of 

parliamentary reform and ballot as a man who would bring such things about, and destroy the 

existing system tomorrow, if it were in his power, and without the slightest doubt on the result … 

It is this very quality of the man’s mind, his entire disregard of experience and practice, which 

makes me doubtful of his opinions on political economy." 

Death and legacy 

Ten years after retiring and four years after entering Parliament Ricardo died from an infection 

of the middle ear that spread into his brain and induced septicemias.  

He and his wife Priscilla had eight children together including Osman Ricardo (1795–1881; MP 

for Worcester 1847–1865), David Ricardo (1803–1864, MP for Stroud 1832–1833) and 

Mortimer Ricardo, who served as an officer in the Life Guards and was a deputy 

lieutenant for Oxford shire.  

Ricardo is buried in an ornate grave in the churchyard of Saint Nicholas in Hardenhuish, now a 

suburb of Chippenham, Wiltshire. At the time of his death his assets were estimated at between 

£675,000–£775,000.  

Ideas 

He wrote his first economics article at age 37, firstly in The Morning Chronicle advocating 

reduction in the note-issuing of the Bank of England and then publishing The High Price of 

Bullion, a Proof of the Depreciation of Bank Notes in 1810.  

He was also an abolitionist, speaking at a meeting of the Court of the East India Company in 

March 1823, where he said he regarded slavery as a stain on the character of the nation.  
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Value theory 

Ricardo's most famous work is his Principles of Political Economy and Taxation (1817). He 

advanced a labor theory of value.  

The value of a commodity, or the quantity of any other commodity for which it will exchange, 

depends on the relative quantity of labour which is necessary for its production, and not on the 

greater or less compensation which is paid for that labour. 

Ricardo's note to Section VI  

Mr. Malthus appears to think that it is a part of my doctrine, that the cost and value of a thing be 

the same;—it is, if he means by cost, "cost of production" including profit. 

Rent 

Ricardo contributed to the development of theories of rent, wages, and profits. He defined rent as 

"the difference between the produce obtained by the employment of two equal quantities of 

capital and labor." Ricardo believed that the process of economic development, which increased 

land utilization and eventually led to the cultivation of poorer land, principally benefited 

landowners. According to Ricardo, such premium over "real social value" that is reaped due to 

ownership constitutes value to an individual but is at best[15] a paper monetary return to 

"society". The portion of such purely individual benefit that accrues to scarce resources Ricardo 

labels "rent". 

Ricardo's theories of wages and profits 

In his Theory of Profit, Ricardo stated that as real wages increase, real profits decrease because 

the revenue from the sale of manufactured goods is split between profits and wages. He said in 

his Essay on Profits, "Profits depend on high or low wages, wages on the price of necessaries, 

and the price of necessaries chiefly on the price of food." 

Ricardo attempted to prove theoretically that international trade is always beneficial.[17] Paul 

Samuelson called the numbers used in Ricardo's example dealing with trade between England 

and Portugal the "four magic numbers".[18] "In spite of the fact that the Portuguese could produce 
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both cloth and wine with less amount of labor, Ricardo suggested that both countries would 

benefit from trade with each other". 

As for recent extensions of Ricardian models, see Ricardian trade theory extensions. 

Criticism of the Ricardian theory of trade  

Ricardo himself was the first to recognize that comparative advantage is a domain-specific 

theory, meaning that it applies only when certain conditions are met. Ricardo noted that the 

theory applies only in situations where capital is immobile. Regarding his famous example, he 

wrote: 

It would undoubtedly be advantageous to the capitalists [and consumers] of England… [That] 

the wine and cloth should both be made in Portugal [and that] the capital and labour of England 

employed in making cloth should be removed to Portugal for that purpose.[28] 

Ricardo recognized that applying his theory in situations where capital was mobile would result 

in off shoring, and thereby economic decline and job loss. To correct for this, he argued that 

(i) most men of property [will be] satisfied with a low rate of profits in their own country, rather 

than seeking a more advantageous employment for their wealth in foreign nations, and (ii) that 

capital was functionally immobile.  

Ricardo's argument in favour of free trade has also been attacked by those who believe 

trade restriction can be necessary for the economic development of a nation. Utsa Patnaik claims 

that Ricardian theory of international trade contains a logical fallacy. Ricardo assumed that in 

both countries two goods are producible and actually are produced, but developed and 

underdeveloped countries often trade those goods which are not producible in their own country. 

In these cases, one cannot define which country has comparative advantage.  

Critics also argue that Ricardo's theory of comparative advantage is flawed in that it 

assumes production is continuous and absolute. In the real world, events outside the realm of 

human control (e.g. natural disasters) can disrupt production. In this case, specialization could 

cripple a country that depends on imports from foreign, naturally disrupted countries. For 

example, if an industrially based country trades its manufactured goods with an agrarian 
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country in exchange for agricultural products, a natural disaster in the agricultural country (e.g. 

drought) may cause the industrially based country to starve. 

As Joan Robinson pointed out, following the opening of free trade with England, 

Portugal endured centuries of economic underdevelopment: "the imposition of free trade on 

Portugal killed off a promising textile industry and left her with a slow-growing export market 

for wine, while for England, exports of cotton cloth led to accumulation, mechanisation and the 

whole spiralling growth of the industrial revolution". Robinson argued that Ricardo's example 

required that economies be in static equilibrium positions with full employment and that there 

could not be a trade deficit or a trade surplus. These conditions, she wrote, were not relevant to 

the real world. She also argued that Ricardo's math did not take into account that some countries 

may be at different levels of development and that this raised the prospect of 'unequal exchange' 

which might hamper a country's development, as we saw in the case of Portugal.  

Ricardo’s theory is absolutely right—within its narrow confines. His theory correctly 

says that, accepting their current levels of technology as given, it is better for countries to 

specialize in things that they are relatively better at. One cannot argue with that. His theory fails 

when a country wants to acquire more advanced technologies—that is, when it wants to develop 

its economy. It takes time and experience to absorb new technologies, so technologically 

backward producers need a period of protection from international competition during this period 

of learning. Such protection is costly, because the country is giving up the chance to import 

better and cheaper products. However, it is a price that has to be paid if it wants to develop 

advanced industries. Ricardo’s theory is, thus seen, for those who accept the status quo but not 

for those who want to change it.  

Influence and intellectual legacy 

David Ricardo's ideas had a tremendous influence on later developments in economics. 

US economists rank Ricardo as the second most influential economic thinker, behind Adam 

Smith, prior to the twentieth century.  

Ricardo became the theoretical father of classical political economy. 

However, Schumpeter coined an expression Ricardian vice, which indicates that rigorous logic 

does not provide a good economic theory.[33] This criticism applies also to most neoclassical 
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theories, which make heavy use of mathematics, but are, according to him, theoretically 

unsound, because the conclusion being drawn does not logically follow from the theories used to 

defend it. 

Thomas Malthus 

13/14, 1766, Rookery, near Dorking, Surrey, England—died December 29, 1834, St. Catherine, 

near Bath, Somerset), English economist and demographer who is best known for his theory 

that population growth will always tend to outrun the food supply and that betterment of 

humankind is impossible without stern limits on reproduction. This thinking is commonly 

referred to as Malthusianism. 

Academic Development 

Malthus was born into a prosperous family. His father, a friend of the philosopher and 

skeptic David Hume, was deeply influenced by Jean-Jacques Rousseau, whose 

book Émile (1762) may have been the source of the elder Malthus’s liberal ideas about educating 

his son. The young Malthus was educated largely at home until his admission to Jesus College, 

Cambridge, in 1784. There he studied a wide range of subjects and took prizes in Latin and 

Greek, graduating in 1788. He earned his Master of Arts degree in 1791, was elected a fellow of 

Jesus College in 1793, and took holy orders in 1797. His unpublished pamphlet “The Crisis,” 

written in 1796, supported the newly proposed Poor Laws, which recommended 

establishing workhouses for the impoverished. This view ran somewhat counter to the views on 

poverty and population that Malthus published two years later. 

Professional Achievements 

In 1804 Malthus married Harriet Eckersall, and in 1805 he became a professor of history and 

political economy at the East India Company’s college at Haileybury, Hertfordshire. It was the 

first time in Great Britain that the words political economy had been used to designate an 

academic office. Malthus lived quietly at Haileybury for the remainder of his life, except for a 

visit to Ireland in 1817 and a trip to the Continent in 1825. In 1811 he met and became close 

friends with the economist David Ricardo. 
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In 1819 Malthus was elected a fellow of the Royal Society; in 1821 he joined the Political 

Economy Club, whose members included Ricardo and James Mill; and in 1824 he was elected 

one of the 10 royal associates of the Royal Society of Literature. In 1833 he was elected to the 

French Académie des Sciences Morales et Politiques and to the Royal Academy of Berlin. 

Malthus was one of the cofounders, in 1834, of the Statistical Society of London. 

Malthusian Theory 

In 1798 Malthus published anonymously the first edition of An Essay on the Principle of 

Population as It Affects the Future Improvement of Society, with Remarks on the Speculations of 

Mr. Godwin, M. Condorcet, and Other Writers. The work received wide notice. Briefly, crudely, 

yet strikingly, Malthus argued that infinite human hopes for social happiness must be vain, for 

population will always tend to outrun the growth of production. The increase of population will 

take place, if unchecked, in a geometric progression, while the means of subsistence will 

increase in only an arithmetic progression. Population will always expand to the limit of 

subsistence. Only “vice” (including “the commission of war”), “misery” (including famine or 

want of food and ill health), and “moral restraint” (i.e., abstinence) could check this excessive 

growth. 

Malthus’s thought reflects a reaction, amiably conducted, to his father’s views and to the 

doctrines of the French Revolution and its supporters, such as the English radical 

philosopher William Godwin. Widely read for such works as Political Justice (1793), Godwin 

took for granted the perfectibility of humankind and looked to a millennium in which rational 

people would live prosperously and harmoniously without laws and institutions. Unlike Godwin 

(or, earlier, Rousseau), who viewed human affairs from a theoretical standpoint, Malthus was 

essentially an empiricist and took as his starting point the harsh realities of his time. His reaction 

developed in the tradition of British economics, which would today be considered sociological. 

Malthus was an economic pessimist, viewing poverty as man’s inescapable lot. The 

argument in the first edition of his work on population is essentially abstract and analytic. After 

further reading and travels in Europe, Malthus produced a subsequent edition (1803), expanding 

the long pamphlet of 1798 into a longer book and adding much factual material and illustration 
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to his thesis. At no point, even up to the final and massive sixth edition of 1826, did he ever 

adequately set out his premises or examine their logical status. Nor did he handle his factual and 

statistical materials with much critical or statistical rigour, even though statisticians in Europe 

and Great Britain had developed increasingly sophisticated techniques during Malthus’s lifetime. 

American sociologist and demographer Kingsley Davis remarked that, while Malthus based his 

theories on a strong empirical foundation, the theories tended to be weakest in their empiricism 

and strongest in their theoretical formulation. For better or worse, the Malthusian theory of 

population was, nevertheless, incorporated into theoretical systems of economics. It acted as a 

brake on economic optimism, helped to justify a theory of wages based on the wage earner’s 

minimum cost of subsistence, and discouraged traditional forms of charity. 

The Malthusian theory of population made a strong and immediate impact on British 

social policy. It had been believed that fertility itself added to national wealth; the Poor 

Laws perhaps encouraged large families with their doles. If they had “never existed,” wrote 

Malthus, “though there might have been a few more instances of severe distress, 

the aggregate mass of happiness among the common people would have been much greater than 

it is at present.” These laws limited the mobility of labour, he said, and encouraged fecundity and 

should be abolished. For the most unfortunate it might be reasonable to establish workhouses—

not “comfortable asylums” but places in which “fare should be hard” and “severe distress…find 

some alleviation.” 

He continued publishing a variety of pamphlets and tracts on economics. In an approach 

less rigorous than Ricardo’s, Malthus discussed the problem of price determination in terms of 

an institutionally determined “effective demand,” a phrase that he invented. In his 

summary Principles of Political Economy Considered with a View to Their Practical 

Application (1820), Malthus went so far as to propose public works and private luxury 

investment as possible solutions for economic distress through their ability to increase demand 

and prosperity. He criticized those who valued thrift as a virtue knowing no limit; to the contrary, 

he argued that “the principles of saving, pushed to excess, would destroy the motive to 

production.” To maximize wealth, a nation had to balance “the power to produce and the will to 

consume.” In fact, Malthus, as an economist concerned with what he called the problem of 

“gluts” (or, as they would be called today, the problems of economic recession or depression), 
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can be said to have anticipated the economic discoveries made by John Maynard Keynes in the 

1930s. 

Then again, a fundamental criticism of Malthus was his failure to anticipate the agricultural 

revolution, which caused food production to meet or exceed population growth and made 

prosperity possible for a larger number of people. For example, the price of wheat in the United 

States, adjusted for inflation, has fallen by about two-thirds in the last 200 years. Since 1950, the 

world’s per capita food production has increased by about 1 percent per year. The incidence 

of famine has diminished, with famines in the modern era typically caused by war or by 

destructive government policies, such as price controls on food. Malthus also failed to anticipate 

the widespread use of contraceptives that brought about a decline in the fertility rate. 

John Stuart Mill 

 John Stuart Mill, (born May 20, 1806, London, England—died May 8, 1873, Avignon, 

France), English philosopher, economist, and exponent of Utilitarianism. He was prominent as a 

publicist in the reforming age of the 19th century, and remains of lasting interest as a logician 

and an ethical theorist. 

Early Life and Career 

The eldest son of the British historian, economist, and philosopher James Mill, he was 

born in his father’s house in Pentonville, London. He was educated exclusively by his father, 

who was a strict disciplinarian. By his eighth year he had read in the original Greek 

Aesop’s Fables, Xenophon’s Anabasis, and the whole of the historian Herodotus. He was 

acquainted with the satirist Lucian, the historian of philosophy Diogenes Laërtius, the Athenian 

writer and educational theorist Isocrates, and six dialogues of Plato. He had also read a great deal 

of history in English. At the age of eight he started Latin, the geometry of Euclid, 

and algebra and began to teach the younger children of the family. His main reading was still 

history, but he went through all the Latin and Greek authors commonly read in the schools and 

universities and, by the age of 10 could read Plato and the Athenian statesman Demosthenes with 
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ease. About the age of 12, he began a thorough study of Scholastic logic, at the same time 

reading Aristotle’s logical treatises in the original. In the following year he was introduced 

to political economy and studied the work of the Scottish political economist and 

philosopher Adam Smith and that of the English economist David Ricardo. 

While the training the younger Mill received has aroused amazement and criticism, its 

most important aspect was the close association it fostered with the strenuous character and 

vigorous intellect of his father. From his earliest days he spent much time in his father’s study 

and habitually accompanied him on his walks. He thus inevitably acquired many of his father’s 

speculative opinions and his father’s way of defending them. But he did not receive the impress 

passively and mechanically. The duty of collecting and weighing evidence for himself was at 

every turn impressed upon the boy. His childhood was not unhappy, but it was a strain on his 

constitution and he suffered from the lack of natural, unforced development. 

From May 1820 until July 1821, Mill was in France with the family of Sir Samuel 

Bentham, brother of Jeremy Bentham, the English Utilitarian philosopher, economist, and 

theoretical jurist. Copious extracts from a diary kept at this time show how methodically he read 

and wrote, studied chemistry and botany, tackled advanced mathematical problems, and made 

notes on the scenery and the people and customs of the country. He also gained a thorough 

acquaintance with the French language. On his return in 1821 he added to his work the study of 

psychology and of Roman law, which he read with John Austin, his father having half decided 

on the bar as the best profession open to him. This intention, however, was abandoned, and in 

1823, when he had just completed his 17th year, he entered the examiner’s office of the India 

House. After a short probation he was promoted in 1828 to assistant examiner. For 20 years, 

from 1836 (when his father died) to 1856, Mill had charge of the British East India 

Company’s relations with the Indian states, and in 1856 he became chief of the examiner’s 

office. 

In 1822 Mill had read P.-E.-L. Dumont’s exposition of Bentham’s doctrines in the Traités 

de Législation, which made a lasting impression upon him. The impression was confirmed by the 

study of the English psychologists and also of two 18th-century French philosophers—Étienne 

Bonnot de Condillac, who was also a psychologist, and Claude-Adrien Helvétius, who was noted 
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for his emphasis on physical sensations. Soon after, in 1822–23, Mill established among a few 

friends the Utilitarian Society, taking the word, as he tells us, from Annals of the Parish, a novel 

of Scottish country life by John Galt. 

Two newspapers welcomed his contributions—The Traveller, edited by a friend of 

Bentham’s, and The Morning Chronicle, edited by his father’s friend John Black. One of his first 

efforts was a solid argument for freedom of discussion in a series of letters to the Chronicle on 

the prosecution of Richard Carlile, a 19th-century English radical and freethinker. Mill seized 

every chance for exposing departures from sound principle in Parliament and courts of justice. 

Another outlet was opened up for him (April 1824) with the founding of the Westminster Review, 

which was the organ of the philosophical radicals. In 1825 he began work on an edition of 

Bentham’s Rationale of Judicial Evidence (5 vol., 1827). He took part eagerly in discussions 

with the many men of distinction who came to his father’s house and engaged in set discussions 

at a reading society formed at the home of English historian George Grote in 1825 and in debates 

at the London Debating Society, formed in the same year. 

Public Life and Writing 

The Autobiography tells how in 1826 Mill’s enthusiasm was checked by a misgiving as to the 

value of the ends that he had set before him. At the London Debating Society, where he first 

measured his strength in public conflict, he found himself looked upon with curiosity as 

a precocious phenomenon, a “made man,” an intellectual machine set to grind certain tunes. The 

elder Mill, like Plato, would have put poets under ban as enemies of truth; he subordinated 

private to public affections; and Landor’s maxims of “few acquaintances, fewer friends, no 

familiarities” had his cordial approval. The younger Mill now felt himself forced to abandon 

these doctrines. Too much in awe of his father to make him a confidant, he wrestled with his 

doubts in gloomy solitude. He emerged from the struggle with a more catholic view of 

human happiness, a delight in poetry for its own sake, a more placable attitude in controversy, a 

hatred of sectarianism, and an ambition no less noble and disinterested but moderated to practical 

possibilities. Gradually, the debates in the Debating Society attracted men with whom contact 
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was invigorating and inspiring. Mill ceased to attend the society in 1829, but he carried away 

from it the conviction that a true system of political philosophy was 

something much more complex and many-sided than he had previously had any idea of, and that 

its office was to supply, not a set of model institutions but principles from which the institutions 

suitable to any given circumstances might be deduced. 

Mill’s letters in The Examiner in the autumn of 1830, after a visit to Paris, where he made 

the acquaintance of the younger liberals, may be taken as marking his return to hopeful activity, 

and a series of articles on “The Spirit of the Age” appeared in the same paper in 1831. During the 

years 1832 and 1833 he contributed many essays to Tait’s Magazine, The Jurist, and The 

Monthly Repository. In 1835 Sir William Molesworth founded The London Review, with Mill as 

editor. It was amalgamated with The Westminster (as The London and Westminster Review) in 

1836, and Mill continued as editor (latterly as proprietor, also) until 1840. In and after 1840 he 

published several important articles in The Edinburgh Review. Some of the essays written for 

these journals were reprinted in the first two volumes (1859) of Mill’s Dissertations and 

Discussions and give evidence of the increasing width of his interests. Among the more 

important are “Thoughts on Poetry and Its Varieties” (1833), “Writings of Alfred de Vigny” 

(1838), “Bentham” (1838), “Coleridge” (1840), “M. De Tocqueville on Democracy in America” 

(1840), “Michelet’s History of France” (1844), and “Guizot’s Essays and Lectures on History” 

(1845). The twin essays on Bentham and Coleridge show Mill’s powers at their splendid best and 

indicate very clearly the new spirit that he tried to breathe into English radicalism. 

During these years Mill also wrote his great systematic works on logic and on political 

economy. His reawakened enthusiasm for humanity had taken shape as an aspiration to supply 

an unimpeachable method of proof for conclusions in moral and social science; the French 

positivist philosopher Auguste Comte had some influence here, but the main inspiration 

undoubtedly came from the English scientist and mathematician Sir Isaac Newton, whose 

physics had already been accepted as a model of scientific exposition by such earlier British 

philosophers as John Locke, David Hume, Jeremy Bentham, and James Mill. But he was 

determined that the new logic should not simply oppose the old logic. In his Westminster review 

(of 1828) of Richard Whately’s Elements of Logic, he was already defending the syllogism 

https://www.merriam-webster.com/dictionary/conviction
https://www.britannica.com/topic/philosophy
https://www.merriam-webster.com/dictionary/Democracy
https://www.britannica.com/topic/history-of-logic
https://www.merriam-webster.com/dictionary/aspiration
https://www.merriam-webster.com/dictionary/moral
https://www.britannica.com/biography/Auguste-Comte
https://www.britannica.com/biography/Isaac-Newton
https://www.britannica.com/biography/John-Locke
https://www.britannica.com/biography/David-Hume
https://www.britannica.com/biography/Jeremy-Bentham
https://www.britannica.com/biography/James-Mill
https://www.britannica.com/biography/Richard-Whately
https://www.britannica.com/topic/Elements-of-Logic


40 
 

against the Scottish philosophers who had talked of superseding it by a supposed system 

of inductive logic. He required his inductive logic to “supplement and not supersede.” For 

several years he searched in vain for the means of concatenation. Finally, in 1837, on 

reading William Whewell’s Philosophy of the Inductive Sciences and rereading John F.W. 

Herschel’s Preliminary Discourse on the Study of Natural Philosophy, Mill at last saw his way 

clear both to formulating the methods of scientific investigation and to joining the new logic onto 

the old as a supplement. A System of Logic, in two volumes, was published in 1843 (3rd–8th ed., 

introducing many changes, 1851–72). Book VI is his valiant attempt to formulate a logic of the 

human sciences—including history, psychology, and sociology—based on causal explanation 

conceived in Humean terms, a formulation that has lately come in for radical criticism. 

Mill distinguished three stages in his development as a political economist. In 1844 he 

published the Essays on Some Unsettled Questions of Political Economy, which he had written 

several years earlier, and four out of five of these essays are solutions of perplexing technical 

problems—the distribution of the gains of international commerce, the influence 

of consumption on production, the definition of productive and unproductive labour, and the 

precise relations between profits and wages. Here for the most part Mill appears as 

the disciple of David Ricardo, striving after more precise statements and reaching forward to 

further consequences. In his second stage, originality and independence become 

more conspicuous as he struggles toward the standpoint from which he wrote his Principles of 

Political Economy. This was published in 1848 (2 vol.; 2nd and 3rd eds., with significant 

differences, 1849, 1852), and, at about the same time, Mill was advocating the creation of 

peasant proprietorships as a remedy for the distresses and disorder in Ireland. Thereafter, he 

made a more thorough study of Socialist writers. He was convinced that the social question was 

as important as the political question. He declined to accept property, devised originally to secure 

peace in a primitive society, as necessarily sacred in its existing developments in a quite different 

stage of society. He separated questions of production and distribution and could not rest satisfy 

with the distribution that condemned the labouring classes to a cramped and wretched existence, 

in many cases to starvation. He did not come to a Socialist solution, but he had the great merit of 

having considered afresh the foundations of society. This he called his third stage as a political 
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economist, and he says that he was helped toward it by Mrs. Taylor (Harriet Hardy), who 

became his wife in 1851. 

It is generally supposed that Mill writes with a lover’s extravagance about Harriet’s 

powers. He expressly says, indeed, that he owed none of his technical doctrine to her, that she 

influenced only his ideals of life for the individual and for society, and that the only work 

directly inspired by her is the essay on the “Enfranchisement of Women” (Dissertations, vol. 2). 

Nevertheless, Mill’s relations with her have always been something of a puzzle. 

During the seven years of his marriage Mill became increasingly absorbed in the work of 

the British East India Company and in consequence published less than at any other period of his 

life. In 1856 he became head of the examiner’s office in the India House, and for two years, till 

the dissolution of the company in 1858, his official work kept him fully occupied. It fell to him 

as head of the office to write the defense of the company’s government of India when the 

transfer of its powers was proposed. Mill opposed the transfer, and the documents in which he 

defended the company’s administration are models of trenchant and dignified pleading. On the 

dissolution of the company, Mill was offered a seat in the new council but declined it and retired 

with a pension of £1,500. His retirement from official life was followed almost immediately by 

his wife’s death at Avignon, France. He spent most of the rest of his life at a villa at Saint-Véran, 

near Avignon, returning to his house at Blackheath only for a short period in each year. 

The Later Years 

Mill sought relief by publishing a series of books on ethics and politics that he had 

meditated upon and partly written in collaboration with his wife. The essay On Liberty appeared 

in 1859 with a touching dedication to her and the Thoughts on Parliamentary Reform in the same 

year. In his Considerations on Representative Government (1861) he systematized opinions 

already put forward in many casual articles and essays. It has been remarked how Mill combined 

enthusiasm for democratic government with pessimism as to what democracy was likely to do; 

practically every discussion in these books exemplifies this. His Utilitarianism (in Fraser’s 

Magazine, 1861; separate publication, 1863) was a closely reasoned attempt to answer objections 

to his ethical theory and to remove misconceptions about it. He was especially anxious to make it 
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clear that he included in “utility” the pleasures of the imagination and the gratification of the 

higher emotions; and to make a place in his system for settled rules of conduct. 

Alfred Marshall 

Introduction 

 Alfred Marsall was the leader of the second generation of  the marginal utility school.   

Marshall was born in a middle class family in London in 1842.  He was the son of a cashier in 

the Bank of England.  

Marshall’s masterpiece, “The principles of Economics”, appeared in 1890.  HIs other important 

works included” Economics of industry”(1879), “Industry and Trade” (1919), “ Monet, Credit 

and Commerce”(1942).Marshall did not try to demolish the economics of Smith, Ricardo and 

Mill.  But he tried to supplement it.  As has been already noted, he sought a synthesis of the 

utility theory of the Austrian economists and the cost of production theory of the classical 

economists. 

Marshall Definition 

 According to Marshall, “Political Economy or Economies is a study of mankind in the 

ordinary business of life.   

Economic Laws 

 Marshall regarded economic laws as statements of tendencies.  He was aware of the fact 

that they were not as exact as the laws of physics or chemistry.  According to him, “Laws of 

Economics are to be compared with the laws of tides, rather than with the simple and exact law 

of gravitation. 

Marginal Utility and Demand 

 According to Marshall Demand is based on the law of diminishing marginal utility.  The 

law tells that the marginal utility of a thing diminishes with every increase in the amount of it a 

person already has.  We should remember in the law of diminishing utility is based on the 
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following assumptions: 1. It refers to a given moment in time: 2. There are no changes in habits 

and tastes and 3.  All units of the good are homogeneous. 

 Marshall stated the general law of demand as follows:  “ The greater the amount to be 

sold, the small must be the prices at which it is offered in order that it may find purchasers, or in 

other words the amount demanded increases with a fall in price, and diminishes with a rise in 

price.” 

Consumer’s Surplus 

Marshall has added the term consumer’s surplus to economic literature.  Consumer’s surplus 

measures the difference between the potential price which a consumer is prepared to pay and the 

actual price he pays.  The concept of consumer’s surplus has been derived from the Law of 

Diminishing Marginal Utility.  

Marshall has defined the concept as follows:  “ The excess of a prices which a person would be  

Willing to    pay for a thing rather than go without the thing over that which he actually does 

 Pay is the economic measure of this surplus satisfaction.  It may be called consumer’s surplus. 

 

Elasticity of Demand 

 Marshall has introduced the concept of elasticity of demand to explain the rate of change 

of demand.  The rate at which demand may change when price changes is known as 

elasticity of demand.  The law of demand simply tells us that when prices falls, demand 

increases.  But it does not tell to what extent demand will change for a given change in 

price.  The concept of elasticity of demand relates the percentage fall in price to the 

percentage increase in quantity demanded. 

 The elasticity of demand at any price can be measured by the percentage change in the 

amount demanded divided by the percentage change in the prices.  It can be explained in 

a simple formula. 

Elasticity of demand = Percentage change in the amount demanded 

             ------------------------------------------------------------- 

   Percentage change in the price 

 

Supply and cost of Production 
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 According to Marshall, supply is governed by cost of production.  And cost of production 

is measured in terms of money.  But behind the monetary costs, there are the real costs.  Thus 

Marshall has distinguished between real cost of production and expenses of production.  Supply 

increases when price rises.  In other words the supply curve slopes upward to the right 

Marshallian Theory of Value and Time Element 

  For a long time, there was a controvery regarding what determined the value of a 

commodity.  The classical economists said that the cost of production determined value.  But the 

economists of the early marginalist school said that demand, based on marginal utility, 

determined the value of a commodity.  But Marshall said that both supply and demand 

determined value Marshallian theory of value combines marginal utility with subjective real cost. 

 on the basis of time element, Marshall classified value into four kinds: 1. Market value, 2. 

Short-period value, 3. Long period value, and 4. Secular value. 

Prime costs and Supplementary costs 

 Marshall divided costs   into prime costs and supplementary costs to analyze the problem 

of value in the short period.  Now-a -days, we call prime costs as variable costs and 

supplementary costs as constant or fixed costs.  Prime costs (valuable costs) include things such 

as labour wages and raw materials.  Prime costs change in the short-run with changes in the scale 

of production.  Supplementary costs are fixed costs.  They include things such as depreciation of 

the plant, interest on loans, rent and salaries of top-executives.  Supplementary costs cannot be 

changed in the short-run. 

 Production if it covers only its prime cost.  But in the long-run a firm must cover all its 

costs, supplementary as well as prime.  So the distinction between fixed and variable costs is 

largely a short period distinction.  The so-called variable costs are merely these that are variable 

in the short period, and even the supplementary costs become variable in the long period. 

External economies and Internal Economies 

 Marshall classified economies of scale of production  into internal economies and 

external economies. Economies that are possible to a single firm are called internal economies. 

Economies that are possible to an industry as a whole are called external economies. External 

economies arise from the localisation of industry, that is, when most of the firms comprising an 

industry are concentrated in one area. 

Representation firm 
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 Marshall introduced the concept the representative firm to explain the causes which 

govern the supply price of a commodity. Supply price of a commodity,  he thought, would 

depend upon the cost of representative firm. 

Law of returns 

 Marshall has stated the law of diminishing returns as follow: 

“An increase in the capital and labour applied in the  cultivation of land causes in general a less 

than proportionate increase in the amount of produced raised, unless it happens to coincide with 

an improvement in the arts of agriculture.”  

Distribution 

 In the field of distribution too, Marshall made use of the element of time to describe hoe 

factor-incomes are determined. 

 Rent: While Ricardo considered rent as an income that in peculiar to land alone, 

Marshall felt that the rent aspect can be seen in other factor prices as well .In fact, he has 

introduced the concept of quasi-rent to make this point. Even the rent of land is not seen as a 

thing by itself. He argued that, “the rent of land is only the chief species of a large genus of 

economic phenomena. But like Ricardo, Marshall thought, rent was always price-determined. 

Quasi-Rent 

 Marshall has introduced the concept of quasi-rent in literature. In the short run the 

incomes of many factors are in the nature of rent Marshall called them quasi-rent. According to 

him,   “quasi-rent is the income derived from machines and other appliances for production made 

by man.” 

Wages:  According to Marshall, wages like any other factor of production depend on both 

demand on both demand and supply. The demand for labour is a derived demand, which depends 

upon the demand by consumers for final products. If the supply of labour increase, the marginal 

productive of labour will fall, and wages will fall. Marshall said that wages are not determined 

by marginal productivity of labour alone. 

Wages:  According to Marshall, wages like any other factor of production, depend on both 

demand and supply.  The demand for labour is a derived demand, which depends upon the 

demand by consumers for final products.  If the supply of labour increases, the marginal 

productivity of labour will fall, and wages will fall.  Marshall said that wages are not determined 

by marginal productivity of labour alone. 
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Interest:  Marshallian theory of interest is essentially the abstinence theory of interest of Nassau 

senior.  But he preferred the word’ Waiting’ instead of abstinence.  He said, “The sacrifice of 

present pleasure for the sake of future has been called abstinence by economists. 

 Conclusion 

  When Marshall died in 1924, Keynes describe him as the ,  “ greatest economist in the 

world for a hundred years”.  Marshall was the first economist who devoted his life to building up 

the subject as a separate science, standing on its own foundations, with high standards  of 

scientific accuracy as the physical or biological sciences 

Marshall’s main contribution to economics are 

1. The  clear distinction between the long and the short period, 

2. The doctrine of consumer’s surplus 

3. The doctrine of quasi-rent 

4. The expansion and refinement of the rent concept. 

Marshall has demonstrated that the old doctrines of demand and supply, normal 

value, cost of production and so on can be applied with modification to explain 

modern economic problems.  We may conclude with the  words of Prof. Haney that “ 

Alfred Marshall will stand in the history of economic thought as one who made more 

progress towards a united and consistent theory of value and distribution than any 

predecessor”, 

John R. Hicks 

Sir John R. Hicks, in full Sir John Richard Hicks, (born April 8, 1904, Lamington Spa, 

Warwickshire, England—died May 20, 1989, Blockley, Gloucestershire), English economist 

who made pioneering contributions to general economic equilibrium theory and, in 1972, shared 

(with Kenneth J. Arrow) the Nobel Prize for Economics. He was knighted in 1964. 

Hicks made major contributions to many areas of 20th-century economics; four, in 

particular, stand out. First, he showed that, contrary to what Karl Marx had believed, labour-

saving technological progress does not necessarily reduce labour’s share of the income. Second, 

he devised a diagram—the IS-LM diagram—that graphically depicts John M. Keynes’s 

conclusion that an economy can be in equilibrium with less-than-full employment. Third, 
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through his book Value and Capital (1939), Hicks showed that much of what economists believe 

about value theory (the theory about why goods have value) can be reached without the 

assumption that utility is measurable. Fourth, he came up with a way to judge the impact of 

changes in government policy. He proposed a compensation test that could compare the losses 

for the losers with the gains for the winners. If those who gain could, in principle, compensate 

those who lose—even if they do not actually and directly compensate them—then, claimed 

Hicks, the change in policy would be efficient. 

R.G.D Allen 

The unofficial tutor of a whole generation of economists, Roy G.D. Allen did much to advance 

the use of mathematics in economics. 

R.G.D. Allen was trained at the London School of Economics, and together with John Hicks, 

was instrumental in bringing the works of the Lausanne school into notice in the Anglo-

American world. His famous 1934 paper with Hicks in Economical, introducing the derivation of 

demand functions from utility-maximization and the consequent breakdown into income and 

substitution effects ("Slutsky Equation") launched the "Paretian" rebirth of Neoclassical 

economics.   His famous 1938  book, which set down the mathematical down for the next 

generation, introduced several novel concepts, such as the "partial elasticity of substitution".  

His later work focused mainly on statistics, particularly the problem of index numbers and retail 

prices.  His famous 1935 survey on family expenditure surveys and the analysis of budgets with 

Arthur Bowley was a pioneering effort in empirical microeconomics. 
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Major works of Roy G.D. Allen 

• "The Nature of Indifference Curves", 1934, RES. 

• "The Concept of the Arc Elasticity of Demand", 1934, RES 

• "A Reconsideration of the Theory of Value", with J.R. Hicks, 1934, Economica. 

• Family Expenditure with A.L. Bowley, 1935. 

• Mathematical Analysis for Economists, 1938. 

• "The Supply of Engineering Labor under Boom Conditions", with B. Thomas, 1939, EJ 

• Statistics for Economists, 1949. 

• "Index Numbers of Retail Prices, 1938-51", 1952, Applied Statistics. 

• Macroeconomic Theory, 1967. 

• "On Official Statistics and Official Statisticians", 1970, J of Royal Statistical Society 

• Index Numbers in Theory and Practice, 1975. 

• Introduction to National Accounts Statistics, 1980. 

 

 

 Two Marks Questions 

 1, Define mercantilism? 

 2, write about the four points of appraisal Of mercantilism?  

3, what is the factors?,which gave rise to physiocracy?  

4, Meaning of physiocrats? 

 5, Distribution of national order and net product?  

6, what is the circulation wealth of physiocrats?  

7, Explain the features of classical school? 

 8, contract the Adam smith in economic? 

http://www.hetwebsite.net/het/profiles/hicks.htm
http://www.hetwebsite.net/het/profiles/bowley.htm


49 
 

 9, Discuss about the advantages of Adam smith?  

10, Name any two classical school of economist? 

 11, what is capitalism? 12, who stated marginal utility theory? 

 13, write the assumption of hicks theory? 

 14, write about the factors responsible for the rise of physiocracy? 15, what is Malthus of JS 

mill? 

Objectives Types questions 

1, which a government should encourage by means of___________  

(A) Government (B) Protection (C) Accumulate (D) Mercantilism  

2, ________ was an economic system of trade that spanned from the 16th century to the 18th 

century  

(A) Mercantilism (B) History (C) Scared (D) Involving  

3, Mercantilism is a _______ that is designed to maximum the imports for an economy 

 (A) Current account (B) Promotes (C) Imperialism (D) Economic policy  

4, ________ is an economy theory developed by a group of 18th century age of enlightenment 

 (A) Government (B) Physiocracy (C) Agriculture product (D) Group  

5, The founding documents of ______ school was Quesnay’s Tablean economique  

6, During great Britain’s_______ period  

(A) Mercantilism (B) Colonies (C) Smith (D) Agree  

 7, ______ was an admirer of smith's economic writings but in His defense 

 (A) Bentham (B) Smith (C) JB says (D) Bentham’s  

 8, _____ is normative ethics a tradition stemming from the Tradition stemming from the late 

18th and 19th century 

 (A) Mercantilism (B) Utilitarianism (C) Philosophy (D) Britannica  
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9, _______ economic theory first developed by 19th century British economist David Ricardo 

 (A) Comparative advantage (B) International trade (C) Benefits (D) Among countries  

10,_____ was an 18th century British philosopher and economist Noted for the Malthusian  

(A) Thomas Malthus (B) Famine (C) Political economy (D) Population  

11, Famous naturalist Charles Darwin partially based his____ Theory on Malthus  

(A) Natural selection (B) Artificial selection (C) Faculty (D) Political  

 12, ______ is associated with policies which restrict imports Increase stocks of gold and protect 

restricts (A) Theory of range (B) Mercantilism (C) Economics (D) Domestic industry  

13, The primary _____ that employed mercantilism were Of western Europe France etc 

 (A) Countries (B) Italy (C) Tamil nadu (D) Nether lands  

14, ______ of the merchant class a primary cause of the shift (A) Led (B) Capitalist (C) Rest (D) 

Huge  

 15, Capitalism is the words greatest ______ success story (A) Geography (B) Economic (C) 

Policy (D) Source  

16, Mercantilism is a ______ economic thought according to which The prosperity (A) Restrict 

(B) Wealth (C) Pre-classical (D) Precious  

17, ______ of capital was designed to serve two main purpose (A) Marshall's theory (B) Js say 

(C) Recardo (D) Thomas  

18, _____ is the study of humans in relation to the ordinary Business of life  

(A) Economics (B) Geography (C) Ethics (D) Transaction  

19, _____ theory varies in sophistication from one Writer to another and has evolved 

(A) Merchants (B) Developing (C) Major (D) Policies 

(B)  20, ______ to generate wealth and strengthen national power 

 (A) Internal trade (B) International trade (C) Section trade (D) Strengthens  
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