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Preface

The volume at hand gives an exposition of the tradition of the Historical
School of Economics and of the Geisteswissenschaften or human sciences,
the latter in their development within the Historical School as well as in
Neo-Kantianism and the sociology of knowledge. It continues the discussion
started in the year 1994 on the Older Historical School of Economics and the
19th century German contribution to an ethical theory of economics with the
Newer Historical School of the 20th century.

Economists, social scientists, and philosophers examine the contribution
of this tradition and its impact for present theory. The schools of thought and
their approaches to economics as well as to the cultural and social sciences
are examined here not as much for their historical interest as for their poten-
tial systematic contribution to the contemporary debates on economic ethics,
economics, sociology, and philosophy.

The volume at hand contains the proceedings of the Fourth Annual
SEEP-Conference on Economic Ethics and Philosophy in 1996, “Economics
and Ethics in the Historical School. Part B: Max Weber, Heinrich Rickert,
Max Scheler, Werner Sombart, Arthur Spiethoff, John Commons, Alfred
Marshall, and Others”, held at Marienrode Monastery near Hannover, Germa-
ny, on March 27-30th, 1996, together with several additional invited papers.

It followed the SEEP-Conference on Economics and Ethics “Economics
and Ethics in the Historical School of Economics. Achievements and Present
Relevance. Part A: The Older Historical School, Schmoller, Dilthey, and
Others” held in 1994 and published in 1995 under the title The Theory of
Ethical Economy in the Historical School. Wilhelm Roscher, Lorenz von
Stein, Gustav Schmoller, Wilhelm Dilthey and Contemporary Theory as
volume 7 in the series at hand.

In the conferences and book publications on the Historical School, a third
and final conference will be held in two sections in autumn 1997 on the topic
of “Economics and Ethics in the Historical School of Economics. Part C:
Economic Ethics and Theory of Capitalism in the German Tradition of Eco-
nomics - Historism as a Challenge to the Social Sciences”, concentrating on
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the theory of capitalism and on the challenge that historism presents to to-
day’s economic ethics and business ethics.

The focus of the debate has shifted between the first two volumes on the
Historical School. The first volume on the Older Historical School concen-
trates on the ethical and historical theory of economics. With this second
volume, the emphasis shifts from “ethical economics” to the theory and
methodology of economics and of the cultural and social sciences in the
Newer Historical School. The normative question loses importance compared
to the 19th century and the methodological problems gain in importance in
the development of the Historical School from the 19th to the 20th century.
The ethical and cultural dimension is, however, still present.

In the volume at hand, the debate about the German tradition of econom-
ics and of the cultural and social sciences is also extended from the Historical
School to other approaches in the German tradition, to Neo-Kantianism, the
sociology of knowledge in Max Scheler and Karl Mannheim, and to Georg
Simmel’s approach to the money economy. As in the first volume, the in-
fluence of the Historical School on other traditions of thought, in the volume
at hand on the Austrian School of Economics and on American, British,
Japanese and Russian economic science, is examined in addition to the pre-
sentation of the German theorists.

The conference at the basis of this volume and the whole project have
been organized by the Centrum fiir Ethische Okonomie und Wirtschaftskultur
des Forschungsinstituts fiir Philosophie Hannover - Centre for Ethical Econ-
omy and Business Culture, The Hannover Institute of Philosophical Re-
search, Hannover, Germany, with the support of the Fritz Thyssen Stiftung
Koln and the Stiftung Forschungsinstitut fiir Philosophie Hannover.

The editor wishes to thank his co-workers at the Centre for Ethical Econ-
omy and Business Culture for their assistance in organizing the conference
meetings at Marienrode and Anna Maria Hauk M.A. for her assistance in
preparing the manuscript.

A special word of gratitude is due the Fritz Thyssen Stiftung whose fi-
nancial support made the SEEP-conference in 1996 possible.

Hannover, May 1997 P. K.
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RAYMOND BOUDON
0. Introduction

The concept of "axiological rationality" (my translation of Wertrationalit-
dt) is possibly one of the most difficult of all the concepts Weber put on the
market.

Sometimes, the expression is understood as describing the situations
where a social actor acts in conformity with the values he has internalized.
Sometimes, it is entirely rejected as meaningless, as a contradiction between
the two terms "value" and "rationality”. I have conducted no systematic re-
view of the interpretations of the concept. But I would contend that these two
attitudes toward the concept are probably the most frequent, namely either the
pedestrian interpretation making axiological rationality a synonym of "value
conformity" or the skeptical interpretation according to which the expression
would not have a clear nor solid meaning.

My own interpretation is that, although Weber has never been entirely
clear or analytical on the notion, it is perhaps, once it is properly understood
and developed, one of the most fruitful he has ever proposed.

Before I proceed, I would like to make my design as clear as possible. My
primary objective is less to reconstruct what Weber "has really meant" when
he has conceived and decided to introduce this notion than to stress its "pre-
sent relevance”. The former task would be interesting as such; it would imply
collecting the passages where Weber uses or discusses the notion and submit-
ting it to a hermeneutical analysis in the sense of Schleiermacher. But my in-
terest is rather to develop what I perceive as a crucial and extremely fruitful
intuition from the part of Weber, to make it perhaps more analytical, and fi-
nally to show that it sketches a powerful theory of collective axiological be-
liefs.

However, when the notion is replaced in the context of Weber’s general
methodological principles, one gains the feeling that the theory of axiologi-
cal beliefs I propose here is a plausible interpretation of what Weber had in
mind.
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I. Weber Often IlIl Understood

1. Weber as Nietzschean?

What I called the "pedestrian” interpretation of the notion of axiological
rationality may be more profound that it may seem at first sight. This first
interpretation makes axiological rationality synonym with "value confor-
mity". In other words, endorsing such and such values would in this interpre-
tation not be rational in itself; what would be rational would be the congru-
ence between the values one endorses and one’s actions. In other words, this
pedestrian interpretation hides possibly a strong thesis: that accepting and en-
dorsing values is not rational; only being congruent with values could be
qualified as rational.

This interpretation illustrates a position often represented in economics.
Behavior is rational to economists to the extent where it is congruent with
preferences. As to preferences themselves, they have to be considered as mere
data. They can be rational only in the sense where they should not be contra-
dictory with one another. But economists, with some exceptions, believe that
preferences as such cannot be qualified as rational.

Pareto had a similar position. Actions are rational (he would have rather
written "logical”) to the extent where they aim at some goal with the help of
means objectively adequate to the goal.

So, this first pedestrian interpretation implies that Weber would have ac-
cepted the idea, considered by Pareto and many economists as trivial, that ra-
tionality is a concept which cannot be applied to goals, preferences or values,
but only to the capacity of the means used by a subject to reach his goals, to
satisfy his preferences or to realize his values. An action would be rational to
the extent where it would mobilize means adapted to the goals, preferences or
values.

The famous weberian thesis of the "polytheism of values" suggests that,
to Weber, values are a matter of personal choice in modern societies. Modern
societies would be such that they do not impose prescribed values to social
subjects, but propose to them to choose among many sets of values. The
positive evaluation of individualism in modern societies would make this
choice possible and legitimate. As to the fact that a given individual chooses
rather one set of values than another, we can interpret it for instance in a Ni-
etzschean fashion (the values endorsed by an individual are the product of in-
stincts deeply rooted in his personality) or in a Sartrian fashion ("choosing"
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one’s values is a free act, that cannot be inspired by any forces or considera-
tions if it is to be effectively free; in Sartre’s words, value choices are "ab-
surd").

Undoubtedly, Weber takes sometimes his inspiration from Nietzsche.!
His insistence on the point that science would be value-free is wellknown.
But it would be hazardous to reverse the statement and to contend that, to
him, value would have been science-free, still more, that he would have in-
terpreted value choices in a Nietzschean fashion, or in a Sartrian one.2

Is Weber trivial (that would be the case if value rationality would simply
mean value conformity)? Is Weber a pragmatist in the sense of Pareto or of
the economists (that would be the case if he would have implicitly meant
that the notion of rationality is applicable exclusively to the relation means-
ends)? Is Weber rather Nietzschean (that would be the case if he would have
interpreted values as coming from deep hidden irrational forces)?

2. Weber as Kantian?

Other writers, as Lukes, have rejected these interpretations.3 The British
sociologist criticizes severely the use made by Weber of the notion of "ratio-
nality": "The use of the word "rational” and its cognates has caused untold
confusion and obscurity, especially in the writings of social theorists”, he
writes. This remark is explicitly directed against Weber, as a footnote ap-
pended to this passage makes clear: "I think Max Weber is largely responsi-
ble for this. His use of these terms is irremediably opaque and shifting".
From the context, it can be detected that this "opacity" is mainly due to the
distinction between "instrumental” and "axiological” rationality. "Instrumen-
tal rationality" is allright: it corresponds more or less to what Lukes himself
proposes to call "rationality” shortly. But this means that, beside instrumen-

1 W. HENNIS: Max Webers Fragestellung, Tiibingen (J.C.B. Mohr [Paul Sie-
beck]) 1987.

2 W.J. MOMMSEN: Max Weber und die deutsche Politik, 1890-1920, Tiibingen
(J.C.B. Mohr) 1959 or E. FLEISCHMANN: "De Weber a Nietzsche", Archives
européennes de sociologie, S, 2 (1964), pp. 190-238, go to far when they
seem to draw from Nietzsche's influence on Weber and from the idea that sci-
ence should be value free, the idea that to him, values would be irrational.

3 S. LUKEs: "Some problems about rationality", Archives européennes de soci-
ologie, 8, 2 (1967), pp. 247-264, notably pp. 259-60.
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tal rationality, no other type of rationality could be defined. What then can be
done with the notion of "axiological rationality"? Is not it a contradiction in
the terms? To Lukes, the notion of "axiological rationality" could probably
have exclusively one possible meaning: it would indicate that the choice of
values can be rational. In other words, he probably reads the expression "axi-
ological rationality" as meaning that, not only the choice of means, but the
choice of ends could be rational.

In other words, Lukes probably takes seriously Weber’s typology of ac-
tion as it appears notably in the first pages of Economy and Society. Beside
the familiar category of "instrumental rationality”, Weber introduces in this
famous pages another type of rationality, "axiological rationality". So, to
Lukes, it is evident that rationality in this expression cannot merely mean
"conformity". Now, to the British sociologist, the notion of rationality can
only mean one thing: the adequation of means to ends, preferences, values.
This is what Weber calls "instrumental rationality”. So, to Lukes, the idea
that there would be another type of rationality, characterizing, not the adequa-
tion of means to ends, but the choice of ends, seems meaningless.

So, in contrast with the interpretations I referred to above, Lukes takes se-
riously the word "rationality” in the expression "value rationality". He re-
fuses to assimilate value rationality to value conformity. I think he is right.
Why would Weber have written rationality where conformity would have
been clearer? Why did he ostensibly create two kinds of rationality? But as, to
Lukes, rationality can mean only instrumental rationality, he fails to under-
stand what "value rationality" could well mean and rejects the expression as
useless.

Lukes’ criticism has the advantage of dramatizing the discussion. It is true
that it is very hard to accept that Weber would have meant conformity and
said rationality. It is on the other hand very clear that value rationality has
nothing to do with instrumental rationality, nothing to do in other words
with the relation between means and ends.

What does it mean then?

The most immediate interpretation would be that Weber would be Kan-
tian, in other words that "value rationality" should be interpreted as an echo
to the Kantian notion of "practical reason". Kant was of course, beside Niet-
zsche, one of the influential thinkers that molded Weber’s thinking. Possi-
bly, Lukes has such an interpretation in mind. As a social scientist, he can-
not accept the Kantian idea of a universal practical reason though. Nor can he
probably accept the idea that Weber’s Kantianism could be literal. Conse-
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quently, he fails to see what the notion of axiological rationality really
means. This can be easily felt at his tone: a strange, ununderstandable; on the
whole, a confuse notion, he suggests.

3. How Can a Coherent Positive Content Be Attributed to
"Axiological Rationality"?

My own contention is that, if Weber has taken a part of his inspiration
from Nietzsche and from Kant, his notion of axiological rationality cannot be
reduced to any of the three plus one interpretations which I have just gath-
ered. To me, as I said, the notion is clear, fruitful, analytical, original and can
be reduced neither to Kant nor to Nietzsche. It is moreover crucial to the so-
cial sciences.

But before I try to make the meaning of the notion clearer and to make
explicit and develop the program it contains, it is necessary to go back to
some key points in Weber’s sociology and methodology.

II. The Methodological Principles of Weber’s
Sociology

1. Methodological Individualism Against
"Kollektivbegriffe"

In a famous letter to R. Liefmann#, Weber makes clear that what we now
call "methodological individualism" (MI) should be adopted, not only by
economists, but by all social scientists. The letter is addressed to an econo-
mist, to an economist moreover belonging to the marginalist school. So,

4 "(..) Wenn ich nun jetzt einmal Soziologe geworden bin (...), dann wesent-
lich deshalb, um dem immer noch spukenden Betrieb, der mit Kollektivbe-
griffen arbeitet, ein Ende zu machen. Mit anderen Worten: auch Soziologie
kann nur durch Ausgehen vom Handeln des oder der, weniger oder vieler Ein-
zelnen, strikt ‘individualistisch’ in der Methode also - betrieben werden", Let-
ter to R. Liefmann, March, 9th, 1920 quoted by W. MOMMSEN: p. 44, in:
"Max Weber’s Political Sociology and his Philosophy of World History", In-
ternational Social Science Journal, 17, 1 (1965), pp. 23-45.
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when Weber writes in this letter "(...) auch Soziologie kann nur (...) strikt
'individualistisch' in der Methode (...) betrieben werden", the "auch” is unam-
biguous: it means that, as marginalist economics, sociology can and should
use an individualistic methodology. The expression "methodological individ-
ualism” is almost literally written ("individualistisch in der Methode"). What
does Weber mean by so saying? That the ultimate stage of any sociological
explanation of a social phenomenon can and should consist in finding out
why the actors behaved the way they did to the effect of producing the phe-
nomenon in question. "Methodological individualism” as we know it does
not say more. It does not say more under Weber’s pen either.

The letter goes as far as to propose what can be read as a "demarcation” in
Popper’s sense between good scientific sociology and bad sociology. The bad
one is a sociology where "Kollektivbegriffe herumspuken”. Thanks to the MI
postulate, these collective concepts currently in use as far as the explanation
of social phenomena is concerned can be avoided. It is difficult to identify
what Weber had specifically in mind and even whether he had anything spe-
cific in mind by introducing this distinction, but the meaning of the expres-
sion is clear. He wanted to exclude from sociology the pseudo-explanations
evoking obscure social factors (e.g. "national mentality”) and making them
the causes of sociological phenomena. He goes even so far as to claim that
he became sociologist to eradicate such pseudo-explanations.

2. Meaningful to the Actor

So, to Weber, explaining a social phenomenon is making it the outcome
of individual actions, attitudes or beliefs. This is the very definition of MI.
But Weber’s sociology rests on another principle: the "understanding princi-
ple": explaining the actions, beliefs, attitudes of an actor means "understand-
ing" them; understanding them means reconstructing their meaning to the ac-
tor. 1 would add moreover that reconstructing their meaning to the actor
means in most cases reconstructing the reasons he has to endorse them.

It is essential to recall and comment upon these basic principles of We-
ber’s methodology, for they are frequently misunderstood. The notion of "un-
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derstanding” (in Weber’s sense) is notably very often presented and discussed
in a caricatural fashion, as Abel’s article illustrates.’

It should also be stressed that the individuals sociologists deal with in
their analyses are, according to Weber, idealtypical individuals rather than ac-
tual concrete individuals. Here again, Weber suggests that sociologists follow
a principle familiar to economists. Economists too explain the macrophe-
nomena they are interested in by making them the outcomes of understand-
able actions of idealtypical individuals (e.g. the "consumer", the "producer”,
etc.).

Other essential remark: "understanding” is not a mysterious activity. It is
on a contrary an operation familiar in any scientific discipline: the sociolo-
gist introduces conjectures as to the reasons accounting for some action, and
checks that these conjectures are compatible with observed data. If I see
somebody cutting wood, I introduce the conjecture that he will put the wood
in his chimney to get warmer. If he cuts wood on a summer sunny day, I
will have to reject the conjecture and to find some other more acceptable one.
Of course, any "understanding" operation involves an empathic moment. In
the famous example I refer to here, I introduce the statement "he wants to get
warmer" because I know myself from my own experience that being cold is
unpleasant and that he feels probably like me on this point. For the rest, the
conjectures about the reasons have to be checked against data exactly as any
conjecture in any scientific discipline.

Another essential point of Weber’s methodology is contained in his fa-
mous typology of actions contained in the first pages of Economy and Soci-
ety. I already alluded to this typology earlier. Actions can be explained by
reasons belonging to the register of instrumental rationality, by reasons be-
longing to the register of axiological rationality, by the submission of the
actor to traditions, or by affective reasons.

Examples.

First type: 1 wear a coat because the weather is cold and that a coat is an

easy way of struggling against cold.

Second type: 1 do not steal because I believe one should not steal.

Third type: 1 shake his hand because he is French and because Frenchmen

use to shake hands when they meet.

5 T. ABEL: "The Operation Called Verstehen", in : H. ALBERT (Ed.): Theorie und
Realitdt. Ausgewdhlte Aufsdtze zur Wissenschaftslehre der Sozialwissen-
schaften, Tubingen (Mohr) 1964, pp. 177-188.

10
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Fourth type: She protected him because she liked him.

Understanding an action means to Weber: locating the action is the proper
category in this typology, and, within this category, reconstructing the
causes of the action.

Another important principle of Weber’s methodology is what Popper was
to call later the "zero hypothesis"S: try to interpret an action as rational, as
grounded on reasons; if this appears impossible, try the explanation by tradi-
tion or by affective factors.

The most plausible assumption about the woodcutter is that he cuts wood
because he wants to get warm; if not, because he wants to show his neigh-
bour how to cut wood; if not, because he belongs to a sect of woodcutters in
which cutting wood is a duty; if not, he may cut wood because in his country
everybody cuts wood everyday at that time of the day (traditional action); if
not, he may cut wood because he feels a compulsion to cut wood (affective
action), etc.

This variation on a familiar Weber’s example aims at illustrating the nat-
ural character of the "zero hypothesis": sociologists are concerned mostly, as
economists, by all these prosaic individual actions which produce, once ag-
gregated, the collective phenomena they are interested in. They are essentially
interested by these situations where many people behave in the same way, so
that these individual actions produce a collective effect. Now, in the circum-
stances where these prosaic actions are the same from one individual to the
next, this results generally from the fact that they are inspired, not by indi-
vidual idiosyncrasies, but by simple more or less obvious reasons. Hence the
advice given by Weber and Popper to social scientists: try to find the simple
reasons behind the individual actions before sketching more complicated con-
jectures.

6 K. POPPER: "La rationalité et le statut du principe de rationalité”, in: E. M.
CLAASEN (Ed.): Les fondements philosophiques des systémes économiques,
Paris (Payot) 1967, pp. 142-150.
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III. Why These Principles?

Why these principles? I leave aside their realism. I mean that it is true
that social phenomena are very often the aggregate outcome of actions in-
spired by simple reasons.

Thus, the French landlords of the eighteenth century leave their land and
buy a royal office because it gives them influence, prestige and power.” The
farmers whom they put on their land have on their side no capacity of inno-
vation. On the whole, what Tocqueville calls the "administrative centraliza-
tion" of France has the effect that buying a royal office is more rewarding in
France than in England. This circumstance generates a strong landlord absen-
teeism and hence a stagnation of agriculture. This famous analysis is a good
illustration of Weber’s principles: methodological individualism, understand-
ing the meaning of the decisions taken by the idealtypical landlords and farm-
ers, in other words reconstructing the reasons of the decisions they took.

I considered this example because it makes clear a crucial point, namely
that explanations that are able to make a social phenomenon the outcome of
understandable individual actions is "final" in the sense that it contains no
black boxes. Here, the macrophenomenon represented by the stagnation of
French agriculture relatively to the British one is explained as the effect of
understandable actions from the part of the idealtypical French landlords.
Once such an explanation is produced, it generates no further question. It does
not contain any black box.

By contrast, when a Lévy-Bruhl explains magical beliefs by referring to a
"Kollektivbegriff" as "primitive mentality”, he creates a big black box. The
sociologist who learns that some ritual has to be explained by the fact that
the members of a far tribe is governed by a "primitive mentality" would per-
haps ask the biologist to explain to him why the brain of the so-called primi-
tive is wired in a different fashion from ours. At any rate, explanations using
concepts as "primitive mentality", "national spirit”, "socialization”, etc. are
not "final". I am not saying they should be rejected, merely that they suggest

7 A. DE TOCQUEVILLE: "L’Ancien Régime et la Révolution", in: TOCQUEVILLE:
De la démocratie en Amérique, Souvenirs, ' Ancien Régime et la Révolution,
introduction et notes de Lamberti J.-C. et Mélonio F., Paris (Laffont) 1986,
p. 1036sq.
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immediately further questions: what are the mechanisms behind the words
"socialization", "primitive mentality", etc.

One of the main appeal of the set of methodological principles advocated
by Weber is that it produces "final" explanations without black boxes, beside

being realistic.

1. Applications: Two Examples from Weber

a) Mithraism

Weber’s analyses are often sketchy, though powerful. Why did the Mithra
cult penetrate so easily into the Roman Empire?® Why was it particularly
appealing to the Roman civil servants? Answer: because they had strong rea-
sons to find it appealing. The traditional Roman religion was a religion of
peasants: it did not speak to civil servants. Why would they consider the
landmarks between the fields as gods? By contrast, Mithra religion gives the
stature of a god to a unique figure, half real half unreal; the Mithra-believers
are promoted from one rank to the next higher by being submitted to uni-
formized, well defined, impersonal procedures. They have reasons to feel ap-
pealed by this religion: it appears to them as familiar, since its general fea-
tures can easily be seen as a transposition of the rules and rituals governing
the Roman civil service. Roman civil servants are promoted also after having
been submitted to standardized examinations. At the top of the hierarchy sits
the Emperor, who is both a human figure and the symbolic representation of
an entity, the Roman Empire. So, the civil servants have reasons to prefer
Mithraism to the traditional Roman religion. These reasons are understand-
able. The theory explains why the Roman civil servants were a powerful vec-
tor in the diffusion of Mithra cult. Of course, the reasons are not of the utili-
tarian or instrumental type; still they are reasons; these reasons are the gen-
uine causes of the individual conversions of the civil servants and, by aggre-
gation, the causes of the macrophenomenon "diffusion of Mithraism in the
Roman Empire".

b) Magical Beliefs

In a few lines of Economy and Society, Weber sketches a powerful theory
of magic: "Wie das Quirlen den Funken aus dem Holz, so lockt die "magi-

8 M. WEBER: Wirtschaft und Gesellschaft, Ttibingen (Mohr) 1922.
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sche" Mimik des Kundigen den Regen aus dem Himmel. Und der Funken,
den der Feurquirl erzeugt, ist genau ebenso ein "magisches” Produkt wie der
durch die Manipulationen des Regenmachers erzeugte Regen"®. To the
magician, "the action of the firemaker is not less magical than the action of
the rainmaker", he writes. This means: we, Westerners, make a difference be-
tween the fire- and the rainmaker and we consider this difference as obvious.
The former believes in a causal relation which is true; the latter in a causal
relation which is false. To us, the latter belief is magical, the former is not.
But why do we make the difference? Because we have strong reasons to do so.
As we have been taught the theory of the transformation of energy, we know
that kinetic energy can be transformed into thermic energy, so that the fire-
maker behaves in congruence with a valid causal belief. By contrast, we do
not see any grounded causal belief underlying the behaviour of the rainmaker.
But what about the primitive themselves, asks Weber? They have no reasons
of knowing the theory of the transformation of energy, nor of having an intu-
itive access to a theory which mankind has taken centuries before discovering
it. So, the primitive have no reason to make a distinction between fire- and
rainmaking, while we have strong reasons to consider the distinction as ob-
vious. To them, the two are equally magical.

These two examples are sufficient to show that Weber applies effectively
his methodological principles in his empirical analyses. Moreover and more
importantly, they show that these methodological principles are the source of
the "final" character of his analyses. Compare the theory of magic sketched
by Weber to Lévy-Bruhl’s. The latter rests upon a big black box ("primitive
mentality") no corporation has been able to open. The former contains no
black box at all.

9 M. WEBER: Wirtschaft und Gesellschaft , op. cit., II, Kap. IV, §1, p. 227.
See R. BOUDON: "European sociology: the identity lost?", in: B. NEDELMANN,
P. SztoMPKA (Eds.): Sociology in Europe. In search of identity, New York/
Berlin (de Gruyter) 1993, pp. 27-44.
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IV. Moral Feelings

If we keep in mind the basic principles of Weber’s methodology, we see
easily that, to him, explaining collective beliefs means: reconstructing the
meaning to the social actors of these beliefs.

Now, collective beliefs, as individual beliefs, can be positive or norma-
tive. I/we can believe that something is true or that something is right, legit-
imate, good, wrong, illegitimate, bad, etc. Why could not the general princi-
ples used in the case of collective descriptive beliefs be applied to the case of
prescriptive, normative, axiological beliefs?

I submit in other words that, given the general methodology of Weber,
the category of "axiological rationality" expresses the principle that norma-
tive and more generally axiological beliefs should be understood as meaning-
ful to social actors, and, moreover, exactly as descriptive beliefs, as meaning-
ful to the actors because they are grounded in their mind on strong reasons.
Actions can be meaningful to social actors because they are grounded on in-
strumental reasons ("instrumental rationality"). But they can also be mean-
ingful to social actors because they are grounded on axiological reasons
("axiological rationality").

This interpretation has possibly two arguments in its favour. First, it ex-
cludes the conjecture that, for some obscure reason, Weber would have con-
fused rationality and conformity. Second, it is tightly congruent with We-
ber’s general methodology.

1. Values Rest on Strong Reasons

Accepting the idea that normative, moral and generally axiological feel-
ings and beliefs can be grounded on strong reasons does not evidently lead to
endorse the Kantian theory of morals. The notion of "axiological rationality”
is in other words "cognitivist" (as Kant’s theory of morals) in the sense that,
to Weber as to Kant, moral beliefs are caused by reasons. But the similarity
between the two authors stops at this point.

The same distinction would be true of many theories of moral feelings
and generally of axiological beliefs produced by contemporary social sciences:
they are also cognitivist without being Kantian in any way. Moreover, they
can be considered as particular versions of the general theory sketched by the
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notion of "axiological rationality”. I will consider some examples of these
theories.

a) Functionalism

I will insist on a first theory of moral feelings and generally axiological
beliefs that is "cognitivist” in the sense of moral philosophers (it explains
moral feelings by the reasons actors have to believe in them). This theory is
clearly not Kantian though. And it appears immediately as an illustration of
Weber’s notion of "axiological rationality".

A very simple example shows that we can explain familiar moral reac-
tions by the strong reasons which inspire them. Piaget, the Swiss psycholo-
gist and sociologist, made himself famous notably by his memorable pages
on the marbles game.!0 When one of the children playing marbles cheats, he
will attract immediately a negative reaction from the others. Why? Not be-
cause the children would have internalized cultural norms according to which
playing marbles and following the rules of the marbles game would be good,
for, without having been told that cheating at the marbles game is bad, any
child reacts negatively against cheating. So, the rejection of cheating is not
inspired by socialization or tradition. Why this reaction? Because the children
find the game interesting, and for this reason play it. Now, cheating destroys
the game: it makes it uninteresting.

So, the children have strong reasons to reject cheating and, as many ob-
servations show, they are very early aware of these reasons.

The basic assumption of functionalism (in the most interesting versions
of this theory) is, as this example makes clear, that an attitude, an action, a
decision, an institution, etc. are perceived as good, legitimate, acceptable by
individuals when they have the effect of making that an interaction system
individuals are interested in functions properly, efficiently and smoothly. In
the same way, an attitude, an action, etc. will be considered negatively when
they have detrimental effects on the interaction systems individuals are inter-
ested in. This assumption is illustrated by the case of the marbles game. It
can be illustrated by much more complex examples.

First of all, it can be noted that many observations have confirmed Pi-
aget’s views. Even very young children can explain that cheating is bad be-
cause it generates detrimental effects on a social interaction system they like

10 J. PIAGET: Le jugement moral chez I'enfant, Paris (Alcan) 1932; Paris (P.U.F.)
6°ed., 1985.
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(the marbles game). In other words, they believe that something is good or
bad because they feel they have strong reasons of thinking so, and not be-
cause they would have been socialized to the idea. This illustrates, according
to my basic contention here, Weber’s category of "axiological rationality":
they think that cheating is bad because they have strong reasons of thinking
so.

Though it is a particular illustration of Weber’s "axiological rationality"
theory, the functionalist theory is powerful. Simple as its principles are, it
explains a host of moral feelings. To wit: why do we consider as legitimate
that many organizations select their members? Because, without this institu-
tional disposition, members could eventually be attracted into the organiza-
tion that would be detrimental to the very objectives of the organization. For
this reason, selecting their members is considered as a legitimate right of
many organizations. Nobody has ever struggled against the idea that a foot-
ball club or an academy should be deprived of their right of selecting their
members. As cheating in the case of the marbles game, being deprived of this
right for a football club would be detrimental to the objectives of the club
and threatening to its very existence.

The functionalist theory provides also a convincing explanation of the
collective feelings related to social inequalities. Against a current but false
view, people accept easily social inequalities provided they can see their func-
tional basis. Thus, people accept easily the idea that those with heavier re-
sponsibilities, those exposed to particular risks in their occupational life,
those who have gained their competence thanks to a long and difficult train-
ing, those who have to deal with more difficult tasks, those who are less eas-
ily replaced in their function, etc. are more highly rewarded.

It can be easily observed in this respect that social life produces very nor-
mally and very spontaneously such inequalities of rewards with a functional
basis. These inequalities not only are not discussed, they are on the contrary
positively perceived. Thus, the football player whose talent has made possi-
ble the victory of his team will be particularly admired. The composer who
expresses with sounds categories of emotions which had not been expressed
before and who by so doing makes the language of music more powerful will
be admired and celebrated, perhaps not immediately, but in the long run. See
the obvious example of Beethoven: before him, one would have considered as
crazy the idea that highly complex feelings, as the fecling of freedom, of
hope, of optimism, could be expressed in a musical score. By this achieve-
ment notably, he gained a unique position in the collective memory. So does
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the scientist who has produced an important discovery or who has produced a
fruitful change in our representation of the world. In the same way, the polit-
ical man who has brought his country into a peaceful and opulent situation
will be admired, even if he is severely criticized as any political man normal-
ly is as long as he remains active on the political battlefield. Negative exam-
ples could obviously as easily be mentioned.

I evoke these familiar and diverse examples to give an exact impression of
the wide scope of the collective moral feelings and generally axiological be-
liefs that can be effectively explained by the functionalist theory I have con-
sidered in this section and more generally by the "cognitivist" theories that
make moral and axiological beliefs the effect of strong reasons.

b) Rational Choice Theory

A today very influential theory, the so-called "rational choice theory"
(RCM) is another example, not entirely unrelated to functionalism, of a the-
ory which is also "cognitivist" in the sense that it explains normative beliefs
by the reasons actors have to endorse them.!! As functionalism, it is also
rather inspired by the utilitarian than by the Kantian tradition, and it can
moreover, as functionalism again, be considered as a particular illustration of
a more general "axiological rationality" theory I am trying to sketch here,
following Weber’s lead.

Many current decisions in private or public life can effectively be ac-
counted for by this "rational choice model".

Take the example of the judge who studies a case or of the teacher who
examines a candidate. They will have after some time the impression that
they have spent the appropriate time on the task. They will have the feeling
that spending less time would have been unfair and more time inadequate.
Why? Because they know that, spending less time, they would have run the
risk of being unfair to the candidate or to the case, while spending too much
time, since they have a limited amount of time, they would have been unfair
to the other candidates or cases.

By the nature of the situation, the problem the teacher or the judge have
to face is namely to minimize the sum of two costs. The longer the time

11 J. S. COLEMAN: Foundations of Social Theory, Cambridge/London (The Belk-
nap Press of Harvard University Press) 1990; A. OBERSCHALL: "Régles,
normes, morale: émergence et sanction", L’Année sociologique, n° 44: "Ar-
gumentation et Sciences Sociales" (1994), pp. 357-384; K. D. Opp: Die Ens-
stehung sozialer Normen, Tubingen (J.C.B. Mohr) 1983.
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spent on the decision, the more likely the decision to be fair. The longer the
time spent on a given case, the smaller the time left to the others and the
greater the risk of unfairness to the others. As the informations tend to be re-
dundant over time, the curve relating the two types of costs will be convex.
The first type of cost is a monotonic decreasing convex function of time. The
risk of being unfair decreases with the time spent but more slowly over time.
The other curve is a monotonic convex increasing function of time. The risk
of being unfair to others increases more and more quickly with time. The two
functions can be represented in a graphical way. If a case is more difficult, or
a candidate more difficult to evaluate, the parameters of the curves will move
and the minimization points, the points where the curves cross one another,
will also move. If the number of cases to be treated is lower, the congestion
curve will have obviously another form.

I took this example, because it shows that such prosaic value statements
as "I have spent the right time on the case" can be analyzed in a satisfactory
fashion with the Rational Choice Model. Moreover, the example shows that
the reasons underlying ordinary everyday value statements can be so strong
that they can easily be represented in a mathematical fashion.!2

2. Why Weber Introduces Two Kinds of Rationality

At this point, an important distinction should be introduced: functional-
ism, as the "rational choice theory" of norms, as well as most theories of
norms proposed by modern sociologists are "consequentialist”. In other
words, for these theories, an action, a decision, an institution, etc. is posi-
tively or negatively valued considering its potential positive or negative ef-
fects on social systems (in the case of functionalism) or on individuals (in
the case of the RCM).

Weber’s notion of "axiological rationality", more precisely the theory
which can be developed on the basis of this notion, not only contains these
theories as elements, but it transcends them in the sense that it does not say
that the reasons underlying the normative beliefs are necessarily of the conse-
quential type. This point is very important in any discussion of Weber’s two
"rationalities”. If the ultimate ground of normative beliefs is to be found on
the side of the potential consequences or effects on systems or individuals of

12 Ilean here on my book R. BOUDON: Le juste et le vrai, Paris (Fayard) 1995.
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actions, decisions, attitudes, institutions, etc., then "axiological rationality",
being consequentialist, would not be clearly distinct from "instrumental ra-
tionality". "X is good" would be synonymous of "X generates good out-
comes", or of "X is a good means to reach the objectives followed by such
and such individual or system”. In other words, Weber’s distinction implies
that, to him, "axiological rationality" cannot (or at least cannot always) be
reduced to "instrumental rationality”.

That the reasons underlying axiological beliefs are not always consequen-
tial or instrumental is a crucial point in itself, as far as the analysis of axio-
logical beliefs is concerned. It is also essential, if one wants to understand
why Weber introduced an autonomous category of "axiological rationality".

The most classical example in discussions about morals, the example of
the negative value attached to the act of stealing, shows namely that many
moral feelings are not the product of instrumental rationality.

The idea that moral judgments would be basically irrational was probably
in modern times expressed in the most provocative fashion by Mandeville.
Stealing provokes a negative feeling. But this feeling cannot be rationally
justified, suggests Mandeville. Of course, stealing has negative consequences
as far as the victim is concerned, but the consequences are good to the thief.
Of course, society mobilizes all kinds of threats and penalties against thieves.
But if the thief can be deterred from stealing, he cannot be convinced that
stealing is bad.

Mandeville’s argument was a blessing to Karl Marx, who evokes it and
makes it more systematic.!3 The social consequences of stealing are ambigu-
ous, he contends, some being socially bad, some good. It is bad to the rich,
but provides jobs to lawyers and locksmiths. We could easily go further than
Marx. Thieves are a blessing to insurance companies. And not only to them.
See what happens today in poor urban areas: thanks to thieves, poor people
can get at lower prices many goods, as electronic goods, they could not afford
otherwise. They do not even necessarily know that the low price they pay for
them is the effect of the fact that the goods have been stolen. In many cases,
they have simply the impression of being offered a bargain. This dual market
has the happy consequence of inverting Caplovitz’ famous theorem.!4 As,

13 K. MARX: Matériaux pour I' "économie", in: Oeuvres Economie, tome II, ed.
établie par M. Rubel, Paris (Gallimard) 1968, p. 399-401.

14 D. CAPLOVITZ: The Poor Pay More, London (Macmillan), New York (Free
Press) 1967.
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because of their scarce resources, the poor are limited to low quality products,
said Caplovitz, it turns out that "the poor pay more" their refrigerators or
washing machines. Right. But, thanks to thieves, "the poor pay less" their
video- , tape-recorders or Hi-Fi sets. Possibly, this unintended redistribution
from the rich to the poor is more efficient than the redistribution generated by
fiscal policies. In that case, thieves would achieve what political men are un-
able to accomplish. Moreover, since it makes the demand broader, stealing
has a positive effect on supply. So, stealing is possibly good, not only from
a social, but as well from a macroeconomic viewpoint, since it has plausibly
the positive effect of reducing unemployment.

Mandeville’s and Marx’ sarcasms and paradoxes are finally more profound
than they seem. They demonstrate by a demonstratio ad absurdum that it is
impossible to show that stealing is a bad thing, when starting from a conse-
quential viewpoint.

Nobody has proposed to legalize stealing, though. From which source
comes then our conviction that stealing is bad? Not from its consequences.
From which origin then?

To show that stealing is bad, to explain in other words the normal feeling
which expresses itself through the value statement "stealing is bad", one has
to reconstruct the non consequential reasons behind it. They are not difficult
to find. Social order is based on an adequation between retribution and contri-
bution. With the exception of particular circumstances, when for instance cit-
izens are physically or mentally unable to contribute, a retribution must cor-
respond to a contribution. Now, stealing is a typical violation of these basic
principles of social organization, since the thief attributes to himself unilat-
erally a retribution without offering any contribution as a counterpart. So,
any theft violates the basic principles of the social link and as such cannot be
accepted.

This case, obvious as it is, shows that reasons, though of the non conse-
quential type, can easily be discovered behind the negative feelings normally
aroused by the act of stealing. This example has important consequences: it
shows that the basic argument on which the irrational theories of morals are
grounded, namely the argument that no reasons can be found behind the nega-
tive feelings produced by stealing and other deviant forms of behavior need
not be accepted. No consequential argument can prove that stealing is bad.
No instrumental reasons can convince that thieves should be prosecuted. But
axiological reasons can,
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This example suffices to suggest that the weberian notion of axiological
rationality, once properly developed, solves very important theoretical prob-
lems and many sociological puzzles. It explains why a theft even of very lit-
tle importance from a utilitarian viewpoint produces such a strong reaction
from the part of the victim. Sociological analyses often fail to understand
this crucial point: "Why such a strong reaction to a minor theft, while the
thief is a poor man, a marginal individual toward whom society is so unfair?"
is a question often heard. Yes, but unfairness is not a valid answer to unfair-
ness and what counts in a theft is the fact that it violates the basic principles
of any social exchange and thus breaks the social link.

This example has also the advantage of showing that a utilitarian analysis
in the style of the rational choice model is irrelevant here. The indignation of
the observer of a theft will grow, other things equal, if the thief has robbed a
weak human being, an old woman for instance. But it will hardly grow with
the amount stolen. The so-called minor delinquency is an important social
problem today, not because the amount of the minor violations of the law
has increased, but because the small rate of prosecution gives the public the
fecling that the political authorities care not enough enforcing the basic prin-
ciples of the social link. All these puzzles cannot be explained without the
category of axiological rationality.

The examples I have just evoked were taken from ordinary life. Other ex-
amples can be taken from political life, as the example of the action of the
Western powers against apartheid. Introducing democracy in South Africa was
ex ante risky. Hence, from a consequential viewpoint, it was hard to decide
whether the action should be taken. But analytical reasons, axiological rea-
sons were lexicographically superordered here to consequential reasons and to
axiological principles of lower order. This explains why the political pres-
sures against apartheid were generally approved by public opinion in the
West.

So, the category of "axiological rationality" invites to developing a the-
ory which would make the functionalist theory, the Rational choice theory,
but also the so-called "exchange theory"!5 or the contractualist theory (the
two important latter theories will be only mentioned here without further de-
velopments) particular cases of this theory.

15 A. HEATH: "Review Article: Exchange Theory", British Journal of Political
Science, 1, 1, janv. (1971), pp. 91-119; G. C. HOMANS: "Social Behavior as
Exchange”, American Journal of Sociology, 63, 6 (1958), pp. 597-606.
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V. "Gesinnungsethik" and "Verantwortungsethik"

The example of stealing and the other examples I have evoked makes clear
that at least some of our moral feelings are not grounded on consequential
reasons. It illustrates the category of "axiological rationality”. Also, it helps
understanding another classical weberian distinction.

These examples show namely that one should not present the choice be-
tween Verantwortungsethik and Gesinnungsethik, the "ethics of responsibil-
ity" and the "ethics of conviction", as constituting always an open choice, for
in some cases, axiological rationality dominates consequential rationality.
Thus, the progress in medicine has reduced infant mortality and this circum-
stance is generally and rightly acknowledged as being responsible for under-
development and hence for all the evils generated by underdevelopment. But
who would accept that reducing infant mortality was not a desirable progress?
In that case, axiological rationality dominates consequential rationality, and
the ethics of conviction dominates the ethics of responsibility.!6

The "cognitivist" analysis of these sentiments which can be derived from
Weber’s notion of "axiological rationality" has the advantage of explaining
easily why, when I believe that "X is good, legitimate, fair, etc.”, I am at the
same time normally convinced that the generalized Other!” should endorse the
same statement: my sentiment being grounded on reasons which I see as
transsubjectively valid, the other people should have the same sentiment.

16 D. BELL: La fin de I'idéologie, Paris (PUF) 1997 shows that the negative
accent Weber puts on Gesinnungsethik has to be related with G. Lukacs, who
was present at the private discussions Weber organized in his home and
frightened him by his fanaticism, as he frightened Thomas Mann, since he
appears as the jesuit Naphta in Der Zauberberg (Lukacs was, it seems, proud of
this portrait). The conceptual distinction transcends obviously these circum-
stances, however.

17 G.-H. MEAD: Mind, Self and Society. From the Standpoint of a Social Behav-
iorist, Chicago (The University of Chicago Press) 1934.
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VI. Back to Kant?

So far, I have presented an interpretation of Weber’s notion of "axiologi-
cal rationality". Moreover, I have sketched a general theory of moral feelings
which could be inspired by this famous category. In this final part of the pa-
per, I would like to sketch an answer to some objections likely to be opposed
to this theory.

The marbles players have strong reasons not to accept cheating. General-
izing from this example, I would contend that, when we believe that X is
good or bad, we have always strong reasons — though we can be more or less
conscious of these reasons — of believing that X is good or bad. This as-
sumption implies, in other words, that moral convictions are not different in
essence from positive convictions. I believe that the square root of 2 is irra-
tional in the mathematical sense, that it cannot be expressed as the ratio of
two integers p and ¢, because I have strong reasons of believing so. If we
take seriously the notion of axiological rationality as I interpret it, we should
also accept the idea that the source of moral convictions lies in strong rea-
sons. To use a somewhat provocative formulation, I would say that moral
truths are established in the same way as positive truths.

Strange as the idea may appear at first glance, it is not difficult to illus-
trate it. I will start from a trivial example. Why is democracy considered a
good thing? Because the statement that it is a good thing is grounded on solid
reasons.

I need only refer here briefly to classical theories to make this point more
concrete. A good government serves rather the interests of the citizens than
its own interests. For this reason, the members of the government should be
exposed to the risks of reelection. Electing the government does not insure
that the best candidates will be elected, but limits the risk that they disregard
the interests of the people. Democracy does not and cannot prevent corrup-
tion. But it makes it less likely than other types of regimes. A legally elected
government can overthrow democracy. But there is no absolute protection
against this risk. An independent press and an independent judiciary system
are indispensable elements of a democracy, since, by their critical function,
they can avoid corruption or political mismanagement. Of course, judges and
media can become corrupted. But other judges and media people will plausi-
bly have an interest in denunciating the corruption of their colleagues.
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If we examine these arguments, we see easily that they derive from prin-
ciples, for instance that any government should serve the interests of the
people rather than its own. Starting from this principle, the argument then
shows that elections, an independent press or judiciary system are appropriate
means to reach the goal of making more likely than less that the government
serves the interests of the people rather than its own.

My objective is not to defend democracy, nor to be original in matters of
political philosophy, but only to suggest that there is no substantial differ-
ence between the way positive and normative statements are grounded. We
believe that the square root of two is irrational because we have strong rea-
sons of believing so. We believe that democracy is a good thing because we
have strong reasons of believing so, the reasons which have been developed
by writers as Montesquieu, John Stuart Mill, Tocqueville!® and others. We
would never dream of explaining our belief in physical statements by making
them the effect of some obscure instinct or of socialization. Why should we
evoke such mysterious mechanisms as far as normative statements are con-
cemed?

The objection will possibly be made at this point that political philoso-
phers develop their theories from principles, and that these principles cannot
be demonstrated. Otherwise, they would not be principles. Right. But the ob-
jection can be raised against any theory, positive as well as normative. Any
physical theory for instance rests also on principles. And the principles can-
not be demonstrated except by other principles and thus ad infinitum. This
paradox, christened as "Miinchhausen’s trilemma", because it evokes this
German legendary figure who tried to get out from a pool by drawing his
own hairs, has never stopped science. As K. Popper has shown!?, the fact
that we need frameworks to think on any subject and principles to develop
any theory does not prevent us from criticizing the frameworks and princi-
ples. We endorse principles in normative as in positive matters, because they
are fruitful. If they are not, we reject them.

Trivial as it may appear, this popperian observation that we need princi-
ples before we can derive consequences from them and that we need to see the

18 1 have left aside here the consequentialist arguments in favor of democracy
(as: it makes economic development easier). They have been developed again
recently by M. OLsON: "Dictatorship, Democracy and Development”, Ameri-
can Political Science Review, vol. 87, n°3, sept. (1993), pp. 567-576.

19 K. PoppeR: "The myth of the framework", in: E. FREEMAN (Ed.): The abdica-
tion of philosophy, La Salle, Ill. (Open court) 1976, pp. 23-48.
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consequences before we can judge the principles implies that knowledge,
against a received idea, is circular. This was stressed by some sharpminded
thinkers, as Georg Simmel.20 In the normative as in the positive case, we
have to accept the Miinchhausen’s trilemma and also the fact that, because
knowledge is circular, the trilemma is not contradictory with the possibility
of reaching truth and objectivity.

This example of democracy suffices to show that a value statement "X is
good" can be as objective as any positive statement. If the feeling that
"democracy is a good thing" were not objectively grounded, one would not
observe a consensus on the subject. One would not understand that against
the principles -basic in international relations- which require to respect the
sovereignty of foreign states, pressures on foreign governments to the effect
of instauring or developing democracy is generally well understood and ap-
proved by the public opinion. How could these collective feelings be other-
wise explained? Theory and empirical sociology converge here. (Of course, I
am not saying that consensus is a proof of truth, but only that when consen-
sus appears, it has to be explained by making it the product of reasons likely
to be perceived as objectively strong).

An objection can be made here: namely that democracy was certainly not
always considered so. Still before the First World War, universal voting right
was criticized. A Pareto for instance saw in this right another of these symp-
toms of human craziness he liked to collect and prophesied that it would gen-
erate social chaos. Does not this show that our belief that democracy is good
is a product rather of socialization than of reason and that it has little to do
with our beliefs in scientific statements?

The fact that moral truths are historical is far, though, from being a
deadly objection against the theory of axiological beliefs which I develop here
on the basis of Weber’s "value rationality".

Consider scientific beliefs. Aristotelian physicists believed that any phys-
ical move is produced by some force or set of forces.2! This sheet of paper

20 G. SIMMEL: Les problémes de la philosophie de Uhistoire, Paris (Presses Uni-
versitaires de France) 1984, Introduction by R. Boudon. Original: Die Pro-
bleme der Geschichtsphilosophie, Miinchen (Duncker & Humblot) 1892.

21 I follow here P. DUHEM: Le systéme du monde, Paris (Hermann et Cie) 1954,
tome 1, pp. 371-372: "Aucun corps inanimé ne peut étre en mouvement s'il
n’est soumis & 1’action d’un moteur qui soit distinct de lui et extérieur 2 lui; il
faut que ce moteur, pendant toute la durée du mouvement, lui soit constamment
appliqué, soit sans cesse en contact avec lui".
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moves because I apply force to it. If I would not apply force, it would not
move. This point seems so trivial that insisting on it can easily appear as
bizarre. What I want to say by evoking it is that Aristotelian physicists had
strong reasons for believing that any move is the effect of some force. But
they drew from this statement conclusions that appeared acceptable to them
and are unacceptable to us, for instance that, when a ship keeps on sliding af-
ter the wind has suddenly fallen, some force should be responsible for this
move. They tried consequently to figure out what this force could be and in-
troduced the assumption that the move of the ship produced a turmoil. This
turmoil was for its part supposed to produce force pushing the boat, which
was finally held responsible for the fact that it kept moving. But after a
while, Buridan came and said: "If the argument were right, the hypothetical
turmoil would have the effect that the straw on a strawheap should fly in op-
posite directions depending as to whether the heap is located at the front or at
the back of the deck".22 As the direction where the straw flies does not actu-
ally depend on the location of the straw heap on the deck of a ship, Aris-
totelian physicists came -slowly- to the conclusion that the principle accord-
ing to which there would be no move without force producing it was false.
And they came to a new principle, which we now consider as evident, namely
that a body that moves needs a force to be stopped, exactly as a body not
moving needs a force to be brought into move. This is the so-called "princi-
ple of inertia". The feeling of obviousness which it produces today in our
mind is well the product of history.

The same kind of story could be told on normative as well as positive
statements.

As reported by George Trevelyan?? Voltaire did not conceive that a soci-
ety could function orderly when writers were allowed to publish what they
wanted before he came to England. And, to come back to my earlier example,
as long as actual democratic regimes or at least political regimes embodying
some of the features of what we call democracy did not exist actually, they
were not conceived; nobody could imagine them, nor a fortiori give them a
positive value. Then, at the occasion notably of civil struggles in England in

22 J. BURIDAN: Questions sur la physique, develops the so-called "theory of im-
petus”, according to Duhem a first formulation of the principle of inertia as
we know it. Question 12 of Book VIII in particular criticizes the principles of
Aristotelian physics using this example of the strawheap.

23 G. M. TREVELYAN: Histoire sociale de I'Angleterre, Paris (Laffont) 1993.
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Cromwell’s time (I follow again Trevelyan here), the principle of the separa-
tion of the executive and legislative powers appeared and its effects started be-
ing evaluated and positively appreciated. Much later, theories of democracy
were developed by analysts as Montesquieu, John Stuart Mill and others who
presented the principle of the separation of powers as crucial. At this point, it
started being perceived as evident, in the same fashion as the principle of in-
ertia appeared as evident after it was understood that it solved many physical
puzzles.

But the story does not end at this point and further objections were op-
posed to other principles of democracy we consider today as obvious. As I
said before, still at the time of the First World War, the argument that uni-
versal voting right would produce chaotic political effects was currently de-
veloped. But this right was introduced in many places and produced no
chaotic effects. So, an argument which was strong before became weakened
under the attack of experience. Freedom of the press would produce all kinds
of undesirable effects, was also an argument frequently heard before it become
eroded. Freedom of the press does produce undesirable effects. But restricting
it produces still much more undesirable effects. Nobody would doubt about it
now. Capital punishment is necessary; without capital punishment, crime
will increase, it was argued. Capital punishment was abolished in many
places without producing any increase in crime rates. From that moment, it
was perceived, not only as barbarian, as contradictory with basic values, but
as useless, so that the public evaluation of it changed progressively, exactly
as the aristotelian notion of the turmoils responsible for the move of ships
and arrows was progressively eroded.

So, the rational (alternatively: the "cognitivist") theory of moral feelings
I propose here following Max Weber, not only is not contradicted by the fact
that moral convictions change over time, but it can explain this change more
easily than other types of theories. The fact that science is historical, that a
statement that was treated yesterday as false is treated today as true was never
held as an argument against the possibility of reaching truth in scientific
matters; in the same way, in moral matters, the fact that some institutions
were held as bad yesterday and are now considered as good is not an argument
against the fact that moral evaluations are grounded on strong reasons in the
mind of people. Moreover, normative irreversibilities can, as scientific irre-
versibilities, hardly be explained if not by a rational history. The principle of
inertia is objectively better than the principles it replaced. Because it is objec-
tively better, it created historical irreversibility. In the same fashion, as noted
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by Tocqueville, we will never see again somebody explaining that he enjoyed
being the spectator of a capital execution.

The argument that change in moral values confirms relativism rests fi-
nally on a fallacy. Truth, moral or positive, is not historical. But the research
of truth, positive or normative, is historical. The fact that science has a his-
tory is not an argument against the possibility of scientific truth. The fact
that morals has a history is not an argument in favor of moral relativism.
Truth cannot be reached at once. History does not legitimate historicism,
contextual variability does not justify sociologism or culturalism.

Of course, I do not contend by so saying that there are no historical con-
tingencies. On the contrary, the role of contingencies should be stressed. If
there were no contingencies, there would be no innovations, neither scientific
nor moral. On this point, we must definitely stop following Hegel’s intu-
itions. Nobody can foretell that tomorrow totalitarian regimes will not reap-
pear, eventually spread over the planet. But unless men’s memory is de-
stroyed, the idea that democracy is better than despotic regimes will remain
present in human minds.

I do not contend either that an axiological truth lies hidden ready to be
discovered on all subjects. This view is false as far as positive knowledge is
concerned. On many questions we do not know the truth. We did not know
until the recent years whether bees have a language or not in spite of the fact
that von Frisch got the Nobel prize in 1953 for having "proved" it. On many
moral questions, we are in the same situation. Life brings continuously to
the surface new positive and normative questions. Many of them remain pro-
visionally unsolved, while others are possibly unsolvable.

We are now in a position to answer the question raised by the title of this
section: the dynamic side of the moral theory which can be derived from We-
ber is sufficient to show that the notion of "axiological rationality" takes us
far from Kant.

I will conclude with a single sentence: Weber’s hints are presently ex-
tremely relevant because they propose to overcome the shortcomings of both
the Kantian and the utilitarian traditions.24

24 The ideas I have presented in this conference are developed in a more exten-
sive fashion notably in a recent paper: "La rationalité axiologique", in: S.
MESURE (Ed.): La rationalité des valeurs, Paris (PUF) 1997.
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Discussion Summary
ANNETTE KLEINFELD

Paper discussed:
RAYMONDBOUDON: The Present Relevance of Max Weber’s
Wertrationalitdt (Value Rationality)

In a first part of the discussion the relevance of methodological individual-
ism for the explanation of human behavior was discussed. Weber’s statement
that all collective concepts are black boxes was considered as a strong state-
ment without sufficient proofs, and the status of methodological individual-
ismus to be an adequate model for explaining human behaviour was doubted
(KOSLOWSKI, FURUBOTN).

The second part of the discussion concentrated on Weber’s real intentions
with regard to his notion of "Wertrationalitit". The following objections
against the thesis of the paper were raised: Firstly, it has to be differentiated
between consequentialist and non-consequentialist, axiological ethical posi-
tions. The former is close to, but not identical with an axiological rational
position. Secondly, how close or not close is this to Weber’s real intentions?
Thirdly, two things are missing, usually being mentioned by Weber in the
context of his notion of Wertrationalitdt: that he is not interested in a logical
consistency of Wertrationalitdt, and that the expressive significance of Wer:-
rationalitdt is - unlike in the concept of a consequentialist ethics (Verantwor-
tungsethik) - the value rational action. What has to be rational according to
Weber is the relationship between value and reflection. The cognitive dimen-
sion of an axiological position is universalizable. Only to this respect it is
Kantian. Presenting the other cheek when someone strikes one’s cheek is the
main paradigm for a non-consequentialistic position. The funtionalistic, so-
ciological solution of Weber however, is not immune against the accusation
of being consequentialist itself (RINGER).

Against this interpretation of Weber’s concept of rationality as being in-
strumental it has been objected with reference to Boudon’s paper, that the
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concept of value rationality is based on norms that are understood as some-
thing given and of general validity. Therefore, it is not justified to insinuate
that a functionalism underlies the type of rationality of Weber’s conception.
Weber does not assume that the norm was chosen with regard to one’s own
interests. Value rationality can be understood as the German version of so-
cial-contract theory which is based on a commonly accepted value or convic-
tion too (YAGI).

It was doubted that Weber has said anything that would allow to interpret
him in a consequentialist sense. The examples given in the paper are no
proofs for such an interpretation, but rather show that Weber’s concept of
value rationality in the sense of axiological rationality actually corresponds
to Kant’s principle of the good will: The modus of justification is logical co-
herence, the final aim with regard to which someone acts is the axiom of
value (Wertaxiom) (ACHAM).

The last part of the discussion was dedicated to the question of the present
relevance of Weber s Wertrationalitdt. Three questions were raised:

1. Is it functionally useful?

2. Is it immune to criticism?

3. Is everybody convinced by it?

From an economic standpoint only question 1. and 3. are relevant, while
question 2. asks for the moral philosophical status of the Weberian concept
of value rationality (CASSON). Being a kind of rationality that is based on
functionalistic arguments, and identifying value with the welfare function,
i.e. with social utility, the term Wertrationalitdt is only a different name for a
kind of ethics which is in effect utilitarian. On the other hand, a social moti-
vation must not necessarily be utilitarian as Weber argues (RINGER).

Regarding the first question, it was objected that the ideal of a truely ra-
tional decision can be fulfilled only under perfect conditions requiring a com-
pleteness of knowledge which humans, due to their contingency, never have.
Real life, however, shows that sometimes one has to strive for the impossi-
ble to reach a maximum of the possible (ACHAM, RINGER).
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Chapter 2

Max Weber and Ludwig von Mises, and the
Methodology of the Social Sciences

RICARDO F. CRESPO

I. Characteristics of the Methodology of the Social Sciences
According to Max Weber

II. The Methodological Thought of Ludwig von Mises

ITI. Mises’s Criticism of Weber

IV. In Defense of Weber

V. Neither Weber nor Mises, or Better: Weber and von Mises

It is evident that the richness of thinkers like Weber and von Mises can-
not be fully captured in a short paper. In 1971 Walter G. Runciman said that
the bibliography about Max Weber's methodology consisted of about 600
works!, In the early 1970's Wolfang Schluchter and Guenther Roth added that
an additional one hundred essays were written every year2. Twenty years have
gone by since. Thus, the attainment of complete knowledge of Weber's
thought is almost unachievable. Besides, in a recently published book, Wil-
helm Hennis, who knows Weber's work very well, affirms that “seldom has
anyone had such bad fortune in the avoidance of misunderstanding. The li-
braries written on the “Weber thesis’ would otherwise never ever have been
written”. And he continues: “Hence Weber has to be read fresh and ‘without
prejudice’. And that means the entire corpus of his work™3. Hennis shows us

1 Cf. W. G. RUNCIMAN: A Critique of Max Weber's Philosophy of Social Sci-
ences, Cambridge (Cambridge University Press) 1972, p. vi.

2 Cf. W. SCHLUCHTER, G. RoTH: Max Weber's Vision of History. Ethics and
Methods, Berkeley, Los Angeles, London (University of California Press)
1979, p. 1.

3 W. HENNIS: Max Weber. Essays in Reconstruction, London (Allen & Unwin)
1988 (transl. by Keith Tribe), pp. 27 and 22.
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a new and unsuspected Weber. For him, Weber would not be one of the fa-
thers of the sociology, but rather belongs to the tradition of the classical
practical or moral sciences?, since he is interested in human nature and the
kind of life caused by modemity>. This interpretation is quite different from
the usual one -he realizesS-, but his knowledge and his arguments are so con-
vincing that we have to take them into account. Hennis’s essays could con-
stitute something of a turning point in the hermeneutics of Weber’s work.
Nevertheless I shall quote him as one opinion, together with those of the tra-
ditional interpretations. Von Mises’s work is almost as extensive as the one
of Weber. Thus, the following paper will use the original texts and only
some of the secondary literature.

I. Characteristics of the Methodology of the
Social Sciences According to Max Weber

It is well known that the principal condition of scientificity imposed by
Weber on the social sciences is the Wertfreiheit’. Weber is very clear in sus-
taining this in his various works, and it is not necessary to spend time quot-
ing him. It is enough to mention his two famous essays “The Meaning of
‘Ethical Neutrality’ in Sociology and Economics” and “Objectivity in Social
Science and Social Policy”8. One should also mention his lecture “Science as

4 Cf. ibid., pp. 103, 104 where he affirms: “Weber belongs to the late tradition
of practical science; and he finds a place in the pre-history of modern social
science only if his central questions and concerns are neglected”.

5 Cf.ibid., pp. 35, 36, 43, 44, 61, 69, 73, 90, 108. “The ‘cultural problems of
man’ remain the object of his work. And this means: the problems arising
form the insertation of man (Mensch), a being capable of social action, in
social constellations which in turn form these persons, develop their capaci-
ties or alternatively deform them up...” (69).

6 Hennis mentions Georg Lukécs and Herbert Marcuse, on the one hand, and
Leo Strauss and Eric Voegelin, on the other, within those who broke with
Weber: op. cit., p. 21.

7  Value-freedom, ethical neutrality or value-neutrality. On the translation to
English of this German word, cf. SCHLUCHTER, op. cit., pp. 65-6 (note).

8 Translated and edited by Edward Shils and Henry Finch in: The Methodology
of the Social Sciences, Glencoe, Illinois (The Free Press) 1949, passim. The
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Vocation”, where he states that we cannot expect from science any answer
about the sense of life and the values®. This Weberian position aimed at the
future direction of the methodological intentionality of the social sciences
from then on. However it is also well known that the value-free criterion is
not absolutely imposed by Weber, basically for two reasons.

The first one is sustained by many: it seems that when Weber really does
social science he is not coherent and does not respect this principle. The We-
ber of the paramount socio-historical investigations would not be the same as
that of the strict Wertfreiheit. In his research, the evident intentionality of ob-
jectivity and the implicit assumption of some values is mixed. Thus, for ex-
ample, Wilhelm Hennis says that Max Weber’s ‘Political writings’, above
all his Constitutional writings of the war years, ignored this principle!©. Eric
Voegelin refers to this Weberian position as a “positivism with laments”. He
tries to give an explanation about the reason why Weber did not dare to take
the step towards a ‘science of order’. Voegelin even says that with Weber's
work positivism comes to an end and leaves open the way to the rehabilita-
tion of the classical political science!!l. Leo Strauss also affirms that “the
value judgements which are forbidden to enter through the front door of polit-
ical science, sociology or economics, enter these disciplines through the back

Essay on Objectivity -“Die Objektivitit sozialwissenschaftlicher und sozial-
politischer Erkenntnis”- was first published in Archiv fiir Sozialwissenschaft
und Sozialpolitik in 1904, on the occasion of the joint assumption of its
editorialship by Weber, Sombart and Jaffé, and the other Essay -“Der Sinn der
Wertfreiheit der soziologischen und Skonomischen Wissenschaften”- was
prepared in 1914 and published in a revised form in Logos in 1917. Both re-
printed in: M. WEBER: Gesammelte Aufsdtze zur Wissenschaftslehre, 2nd. ed.
Tibingen 1951.

9 M. WEBER: Wissenschaft als Beruf. About its date, cf. ROTH and SCHLUCHTER,
op. cit., pp. 112ff.

10 Cf. W. HENNIS: Polftica y filosofta préctica, Buenos Aires (Sur) 1973, p. 143
(Politik und Praktische Philosophie, Neuwied, Berlin [Luchterhand] 1963,
trans. by Rafael Gutiérez Girardot). The English translation is mine. Also cf.
the reference to this matter by RONALD INGLEHART: “Coercion and Consent:
..."y in: PETER KosLowsKI (Ed.): Individual Liberty and Democratic Decision-
Making, Tibingen (J.C.B. Mohr) 1987, p. 181.

11 E. VOEGELIN: The New Science of Politics, Chicago (University of Chicago
Press) 1952, Introduction, nn. 3 and 4, passim.
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door”!2, More recently, Lawrence Scaff said that “even Weber’s methodologi-
cal argumentation took on a different cast depending on the specific con-
text”!3. Mises himself complains about it: “Max Weber, he says in his
Grundprobleme der Nationalékonomie of 1933, explicitly combatted this
confusion [the value judgement that identifies rational action with correct ac-
tion] although,..., he repeatedly fell into it in other passages of his writ-
ings™14, I will look into the Misesean criticism in more detail.

The second “relativization” of the Wertfreiheit is done by Weber himself,
as part of his own theory of the social sciences. This issue has given rise to
an extensive literature. On the one hand, values are involved in the making of
concepts in the social sciences. That is to say, the same content is determined
by values. “The problems of the empirical disciplines are, of course, to be
solved ‘non-evaluatively’... But the problems of the social sciences are se-
lected by the value-relevance of the phenomena treated”!S. Weber is careful in
distinguishing between value-relevance (Wertbeziehung) and value judgement
(Werturteil). However in the opinion of many authors, this distinction is
very problematic, and even though Weber searches objectivity, he eventually
ends in a certain relativism. “In the cultural sciences, he affirms, concept-con-
struction depends on the setting of the problem, and the latter varies with the
content of culture itself”16, In the social field a valorative determination is
needed to obtain a scientific problem. We need a selection ruled by values,
that are variables. “They [the evaluative ideas] are, says Weber, naturally, his-
torically variable in accordance with the character of the culture and the ideas
which rule men’s minds”!7. It does not only depend on the values of the ana-
lyzed culture, but also on the values of the researcher. “There is no absolutely

12 L. STRAUSS: What is Political Philosophy? and Other Studies, Glencoe, Illli-
nois (The Free Press) 1959, p. 21.

13 L. ScAFF: “Historicism in the German Tradition of Social and Economic
Thought”, in: P. KosLowsKI (Ed.): The Theory of Ethical Economy in the His-
torical School, Berlin, Heidelberg, New York, Tokyo (Springer) 1995, p.
320.

14 L. vON MISEs: Epistemological Problems of Economics, trans. by George
Reisman, Princeton, Toronto, London, New York (D. van Nostrand Com-
pany, Inc.) 1960, p. 93 (Grundprobleme der Nationalékonomie, Jena [Gustav
Fischer] 1933).

15 WEBER: The Methodology..., loc. cit., p. 21.

16 Ibid., p. 105.

17 Ibid., p. 84.
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‘objective’ analysis of culture, he says, -...- of social phenomena independent
of special and ‘one-sided’ viewpoints according to which -expressly or tacitly,
consciously or unconsciously- they are selected, analyzed and organized for
expository purposes. The reason for this lies in the character of the cognitive
goal of all research in social science which seeks to transcend the purely
formal treatment of the legal or conventional norms regulating social life”.
“All knowledge of cultural reality, as may be seen, is always knowledge from
particular points of view”. And, “undoubtedly, all evaluative ideas are ‘sub-
jective’”18,

As Michael Lesnoff says, “at a purely verbal level ... Weber believed that
both natural and social science could be and should be value-free [but] at a
slightly deeper level ... Weber held that [in] social science ... concepts must
inevitably reflect the interests of the social scientists”!?, Karl-Otto Apel adds,
“there is one area where Max Weber ... transgresses this border-line between
the rational and the irrational or between value-free science and normatively
engaged value-judgments. It is not by accident that this area is represented by
science and its history”20, The so wished objectivity fails in relativism. As
Barry Hindess says, “the theorical arbitrariness implicit in the epistemology
of ideal types ensures that the evaluation of the usefulness of type concepts
cannot be objective... Once values are called in to perform a theoretical task
the ‘objectivity’, ‘value-freedom’ and the like must go by the board. Weber’s
conception of scientific objectivity is a logical impossibility; it contradicts
the fundamental concepts of his epistemology”2!. Schluchter also points out
these problems: “Weber has been called a nihilist [by Leo Strauss for exam-
ple?2], a relativist, and a decisionist. He is all of these things if you believe
in the existence and discernability of an objective meaning of the world”23. It
would be long and senseless here to go through Schluchter’s entire interpreta-

18 Ibid., pp. 72, 81, 83.

19 MICHAEL LESNOFF: “Technique, Critique and Social Science”, in: S. C. BROWN
(Ed.): Philosophical Disputes in the Social Sciences, Sussex (Harvester
Press), New Jersey (Humanities Press) 1979, p. 95.

20 K.-O. ApEL: “Toward a Reconstruction of Critical Theory”, in: S. C. BROWN,
op. cit., p. 136.

21 B. HINDESS: Philosophy and Methodology in the Social Sciences, Sussex
(Harvester Press) 1977, p. 38. Cf. also pp. 24, 33-9, 48 and 232.

22 Cf. L. STRAUSS: Natural Right and History, Chicago & London (The Univer-
sity of Chicago Press) 1953, pp. 42ff.

23 Op. cit., pp. 58-9.
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tion. The same applies to Runciman who also warns us about this matter.24
I close this issue with a quotation from Raymond Aron, whose observations
about Weber are still current and insightful: “If every reconstruction has a se-
lective character and if it is ruled by a system of values, there will be so as
many historical or sociological perspectives as there are system of values
used in the selection”?.

In conclusion, the Wertfreiheit is not and it cannot be observed strictly in
the field of the human sciences. This does not mean a failure, but a very real-
istic feature that has to be incorporated and does not diminish the scientific
notes of these disciplines. Hennis surprises us once again in his very thor-
ough and documented studies when he says “that one cannot comprehend the
passion with which Weber held to the postulate of value-freedom if it is seen
as having primarily a ‘logical-methodological’ foundation”. It is mainly a
question of freedom from academic judgements. The value-freedom principle
has a primarily pedagogical intention, provided by his fight against the arbi-
trariness of the German academic policies of his time: “In Germany ‘freedom
of science’ exists within the bounds of political and ecclesiastical acceptabil-
ity -and not outside this bounds”. ‘Value-freedom’ is seen as ‘impartiality’26.

Another tendency in Weber’s methodology, one that is tighly connected
with the former, is the contingent, probable and unfinished character of
knowledge in human sciences?”. This is seen in the almost merely instru-
mental character of the ideal types. They are not to be confused with reality
nor with what ought to be done. They can change with cultures and their evo-
lutionzsé It also shows in the partiality and probability of the causal relation-
ships<®.

24 Op. cit., pp. 37ff., 50, 52, 60.

25 R. ARON: Les étapes de la pensée sociologique, Paris (Gallimard) 1965, T. II,
p. 235. The English translation is mine. Cf. also his Introduction to Le sa-
vant et le politique, Paris (Plon) 1959, that gathers Weber’s “Politik als Be-
ruf”’ and “Wissenschaft als Beruf”.

26 W. HENNIs: “The pitiless ‘sobriety of judgement’: Max Weber between Carl
Menger and Gustav von Schmoller -the academic politics of value freedom”,
in: History of the Human Sciences, 4/1, 1991, p. 34 and passim. Cf. also
HENNIS: Max Weber. Essays..., p. 161.

27 Cf. ARON, op. cit., pp. 227ff.

28 Cf. WEBER: The Methodology..., pp. 43ff., 89ff. Also ARON, op. cit., pp.
244ff. and RUNCIMAN, op. cit., p. 36.
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This is the case in economics, among the other social sciences. Weber
also says that economics cannot be finished in the causal study, even though
it is still a science. “In addition to the formulation of pure-ideal typical for-
mulae and the establishment of such causal economic prepositions -...- scien-
tific economics has other problems. These problems include the causal influ-
ence of economic events on the whole range of social phenomena (by means
of the hypotheses offered by the economic interpretation of history). Like-
wise included among the problems of economics is the analysis of the vari-
ous ways in which non-economic social events influence economic
events”?, It is necessary to do this broader study, like he does in his out-
standing Economy and Society®®, also a scientific work, that does not disdain
economic theory. The following declaration made together with Sombart
proves it: “We both attribute the greatest significance to so-called ‘theory’ in
the context of political economy, that is, ‘theory’ in our sense of the rational
formation of concepts, types and systems ... We are only opponents of bad
theories and the false conceptions of their meaning for methodology. Our
published works contain sufficient evidence [of our intentions] ... to place re-
search in political economy on a more secure footing. We believe to have
shown through this work that it is high time to replace discussion of the al-
ternatives -either ‘historical’ or ‘theoretical’- which has lasted much too long,
with a different and deeper knowledge of the various ‘directions’ in our sci-
ence (1917, p. 348)”3!, Economic science is, according to Weber, something
more than economics. Yet, it is still a science with its theory. The only re-
maining problem would be, as Peter Koslowski very well points out, “the
weakness of ethics in historicism”32. If values enter in science but remain
random, we fall into relativism. Therefore, what has to be sustained is that
ethics is also a science and for economics to be a science, it must also be eth-
ical. Hennis underlines some statements by Weber, dealing with economics
as a political, practical or moral science, following the Historical School, es-

29 WEBER: The Methodology..., loc. cit., pp. 45-6.

30 WEBER: Economy and Society, New York (Bedminster Press) 1968; edition
prepared by Guenther Roth and Claus Wittich on the 4th German edition of
Wirtschaft und Gesellschaft, Tubingen (J.C.B. Mohr [Paul Siebeck]) 1956.

31 W. SOMBART and M. WEBER: “Erkldrung”, Archiv fiir Sozialwissenschaft und
Sozialpolitik (1917), p. 348, quoted by SCAFF, op. cit., pp. 322-3.

32 P. KosLowskI: “Ethical Economy as Synthesis of Economic and Ethical The-
ory”, in: P. KosLowsKI (Ed.): Ethics in Economics, Business, and Economic
Policy, Berlin, Heidelberg, New York (Springer) 1992, p. 35.
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pecially that of Karl Knies. “... A science of man, and that is what eco-
nomics is, inquires above all in to the quality of men who are brought up in
those economic and social conditions of existence” and “The science of eco-
nomic policy is a political science”, Weber affirms in his Freiburg address for
the Political Economy (Nationalékonomie) Chair in 189433, In von Mises,
we will not find ethics, but a perspective that could contain it.

II. The Methodological Thought of Ludwig von Mises

I shall start with a few aspects of Misesean Praxeology. Von Mises sus-
tains a clear distinction between two kinds of knowledge: natural sciences,
and sciences of human action. Within the latter, he distinguishes sociology
and history. The first one -natural- is hypothetical-deductivist. The second
one -sociology- does not require empirical data. It arises from a priori princi-
ples about human action and deduces consequences from them. Mises gathers
them in Grundprobleme under the name of sociology, and later renames it
praxeology34. “The purpose of this book, he says in the Preface to the Ger-
man Edition of 1933, is to establish the logical legitimacy of the science that
has for its object the universally valid laws of human action, i.e., laws that
claim validity without respect to place, time, race, nationality, or class of the
actor ...”33, As for history, it refers to past facts, from which we cannot de-
duce laws for the future and therefore is clearly different from the other two
sciences.

I concentrate on praxeology. “The science of human action that strives for
universally valid knowledge is the theoretical system whose hitherto best
elaborated branch is economics. In all of its branches this science is a priori,
not empirical. Like logic and mathematics, it is not derived from experience;
it is prior to experience. It is, as it were, the logic of action and deed. ... Our
science ..., disregarding the accidental, considers only the essential. Its goal is
the comprehension of the universal, and its procedure is formal and axiomat-

33 WEBER: “National State”, pp. 436-7, quoted by HENNIS, Max Weber. Essays
.-, p. 117. Cf,, for his continuity with Knies, HENNIS, pp. 120ff.

34 In: L. VON MISES: Human Action. A Treatise on Economics, 31d revised ed.,
San Francisco (Fox & Wilkes) 1966.

35 Misgs: Epistemological Problems, loc. cit., pp. xiii-xiv.
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ic. It views action and the conditions under which action takes place not in
their concrete form, as we encounter them in everyday life, nor in their actual
setting, as we view them in each of the sciences of nature and of history, but
as formal constructions that enable us to grasp the patterns of human action
in their purity”36. That is to say, it is possible to achieve a scientific knowl-
edge about the basic principles of human action by another method different
from the classical positivist one.

Nevertheless it is necessary, as some other commentators on Mises have
already done, to criticize some aspects of his theory. First, the way in which,
according to Mises, the basic principles are known, i.e., their aprioristic
character. “What we know about the fundamental categories of action -action,
economizing, preferring, the relationship of means and ends, and everything
else that, together with these, constitutes the system of human action- is not
derived from experience. We conceive all this from within, just as we con-
ceive logical and mathematical truths, a priori, without reference to any expe-
rience”. He continues: “... No kind of experience can ever force us to discard
or modify a priori theorems. They are not derived from experience; they are
logically prior to it and cannot be either proved by corroborative experience
or disproved by experience on the contrary”37. The principles of human ac-
tion are a kind of first principles. “As an a priori category the principle of ac-
tion is on a par with the principle of causality ... ‘In the begining was the
deed’”38. Where is the clue to the necessary disconnection between the first
Misesean principles and the experience? In their a priori origin. For classical
philosophy, the principles are grasped by an act of intuition. This is proper
of the habit called nous by Aristotle for the theoretical principles, and syn-
deresis (Greek) - in the Middle Ages following the Stoic tradition - in the
case of the practical principles. These intuitions do not come from any con-
crete experience, but we cannot have them without previous experience.
Therefore they can never be opposed to experience. I think that Murray Roth-
bard is right when he says: “Ludwig von Mises, as an adherent of Kantian
epistemology, asserted that the concept of action is a priori to all experience
... Without delving too deeply into the murky waters of epistemology, I
would deny, as an Aristotelean and neo-Thomist, any such alleged ‘laws of
logical structure’. Instead I would call such laws ‘laws of reality’, which the

36 Ibid., pp. 12-3.
37 Ibid., pp. 13-4 and 27.
38 Ibid., p. 14.
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mind apprehends from investigating and collating the facts of the real world.
My view is that the fundamental axiom and subsidiary axioms are derived
fron; the experience of reality and are therefore in the broadest sense empiri-
cal™®,

One must also criticize the extent of these principles. It seems that there
is no place for mistakes in Mises’s theory. As Don Lavoie pointed out:
“Many of the subjectivist followers of Ludwig von Mises, including Profes-
sor Lachmann and most of Mises’s methodological critics, have expressed a
certain dissatisfaction with the language in which Mises casts his method for
a general science of action. Mises sometimes presents his apriori science as
what Imre Lakatos called a Euclidean system, a privileged category of knowl-
edge, uniquely certain and immune to all criticism. It was built from a set of
self-evident axioms from which strictly deductive arguments can be cranked
out mechanically”, They find it too formalistic. And they think that Mi-
ses’s “view of market process as at least potentially terminating in a state of
long-run general equilibrium ... appears to require revision™#!. In practical
matters, certainty is limited to very few principles only.

In conclusion to this, another criticism is pertinent: von Mises’s defense
of Wertfreiheit. This is an issue on which he agrees with Weber. Indeed, as
mentioned above, von Mises criticizes Weber for his ambiguity on this ques-
tion. “It is no part of the task of science, Mises says, to examine ultimate
questions or to prescribe values and determine their order of rank”42. This led

39 M. ROTHBARD: “Praxeology: The Methodology of Austrian Economics”, in:
EDWIN G. DOLAN (Ed.): The Foundations of Modern Austrian Economics, Kan-
sas City (Sheed & Ward, Inc.) 1976, p. 24. I would like to point out the excel-
lent essay of Gabriel Zanotti, who postulates and proves that it is possible to
deduce the Misesean praxeology principles from philosophical postulates:
cf. “Fundamentos Filos6ficos y Epistemol6gicos de la Praxeologia”, Liber-
tas, 13 (Buenos Aires 1990), pp. 75-185.

40 D. LavolE: “Euclideanism versus Hermeneutics: A Reinterpretation of Mis-
esean Apriorism”, in: ISRAEL M. KIRZNER (Ed.): Subjectivism, Intelligibility
and Economic Understanding, New York (New York University Press) 1986,
p. 195-6.

41 D. LAVOIE: “From Mises to Shackle: An Essay on Austrian Economics and the
Kaleidic Society”, Journal of Economic Literature, 14 (1986), p. 60. How-
ever, I think that Lachmann’s thesis on the approximation of Weber and Mi-
ses is not right (cf. p. 56).

42 MisEs: Epistemological Problems..., p. 49. Cf. also MISES: Human Action,
loc. cit., Chapter XXXIX,3.
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him to identify the intentionality of action with its rationality. “The asser-
tion that there is irrational action is always rooted in an evaluation of a scale
of values different from our own” ... “Action is, by definition, always ratio-
nal. One is unwarranted in calling goals of action irrational simply because
they are not worth striving for from the point of view of one’s own valua-
tions™43, The rationality of all actions drives into formalism. “The univer-
sally valid theory of economic action, he says, is necessarily formal”44. So
all the problems are connected and begin with the value-free attempt. There
seems to be something implicit in this criticism, i.e., that since value-free
science is impossible, values ought to be introduced into science, but not ar-
bitrary values -in this I agree with von Mises- but scientific ones.

III. Mises’s Criticism of Weber

Mises himself stated: “My essay [Grundprobleme] was directed especially
against Max Weber’s epistemology”43. I have already said that von Mises’s
criticism begins in the very Preface to the German edition of the Grundprob-
leme, and is clearly a direct consequence of their different epistemologies.
Von Mises acknowledges that “it is to the investigations of Windelband,
Rickert and Max Weber that we owe the clarification of the logical problems
of the historical sciences. [But] to be sure, the very possibility of a univer-
sally valid science of human action escaped these thinkers”... “In Max
Weber’s view also, continues Mises, economics and sociology completely
merge into history. Like the latter, they are moral or cultural sciences and
make use of the same logical method. Their most important conceptual tool
is the ideal type, which possesses the same logical structure in history and in
what Max Weber regarded as economics and sociology”#6. He often praises

43 MISsEs: Epistemological Problems..., pp. 334.

44 Ibid., p. 160.

45 MIsEs: Notes and Recollections, South Holland, Ill. (Libertarian Press) 1978,
trans. by Hans F. Sennholz, p. 123.

46 MIsEs: Epistemological Problems..., pp. x, xi; cf. also pp. xiii, xiv, 12. Rai-
mondo Cubeddu has recently emphasized that Weber distinguishes between
Naturwissenschaften and Geisteswissenschaften and that human sciences be-
long to the latter. Weber does not consider the possibility of a theoretical
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Weber and his efforts to set the methodological principles of sociology, but
Weber’s work was not enough. “Weber was one of the most brilliant figures
of German science of the twentieth century”7, he fought against the main-
stream of the Historical School, the German pseudo-historicism, all his
life48. He also says that “the life of Max Weber was an uninterrupted inner
struggle against the doctrines of the Socialism of the Chair ... To be sure,
his name is praised, but the true substance of his work is not recognized™#.
But, “Max Weber, it is true, was not sufficiently familiar with economics
and was too much under the sway of historicism to get a correct insight into
fundamentals of economic thought”?, “Economics was alien to him. He was
appointed professor of economics without having dealt with this science be-
fore"51, This affirmation seems to be a little bit hard on the author of Econ-
omy and Society. In fact, it all depends on the concept of economics; here is
the key. The problem, according to von Mises, is Weber's historicist ten-
dency. “Windelband, Rickert and Max Weber knew only the natural science
and history; they were strangers to the existence of sociology as a nomothetic
science ... In his views economics and sociology were historical sciences ...
Weber places ‘historian and sociologist’ in the same category: the task of
both is ‘cognition of cultural reality’”52, “The difference between sociology
and history is considered as only one of degree ... According to him, social
science is logically conceivable only as a special, qualified kind of historical

study of human action. Cubeddu thinks that, according to Mises, the reason
of Weber's misunderstanding of human action and social sciences is his insuf-
ficient understanding of the subjectivist economy. Cf. “La critica a Weber nel
Privatseminar di Mises”, in: Tra Scuola Austriaca e Popper. Sulla Fillosofia
delle Scienze Sociali, Napoli (Edizioni Scientifiche Italiane) 1996, 1.4.

47 MISESs: Epistemological Problems..., p. 74.

48 Cf. MISEs: Notes and Recollections, p. 9. Cf. also MISES: Theory and History,
London (Jonatan Cape) 1958, pp. 308-9. Cf. about the intermediate position
of Weber in the Methodenstreit, between Menger and the Historical School,
RUNCIMAN, op. cit., pp. 12, 24, 69 and 79, and WILHEM HENNIS: “The piti-
less”, op. cit., pp. 27-59.

49 MIiSEs: A Critique of Interventionism, New Rochelle, New York (Arlington
House Publishers) 1977, p. 104 (Kritik des Interventionismus, Gustav Fi-
scher Verlag, 1929, trans. by Margit von Mises).

50 MISEs: Human Action, loc. cit., p. 126.

51 MISES: A Critique..., loc. cit., p. 103.

52 MIsEs: Epistemological Problems..., pp. 74-5.
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investigation”3, “The investigations collected in Weber’s posthumously
published major work, Wirtschaft und Gesellschaft, belong to the best that
German scientific literature of the last decades has produced. Yet in their most
important parts they are not sociological theory in our sense”>4. If we delve
deeply into this subject, we can realize that this historical view of the sci-
ences of culture depends, as Raymond Aron accurately underlines, on the We-
berian concept of understanding (verstehen), “an intrinsic intelligibility of
human phenomena”, in its individuality35. In consequence, von Mises says,
the Weberian rational types are part of history, rather than of theory: “They
are obtained in each of the individual phenomena taken into consideration”36,
Von Mises gives more relevance to conceptualizing, that refers to universals,
than to ,,understanding" that is about the individual®’.

A direct consequence of the latter is the criticism to the Weberian classifi-
cation of social meaningful action. In brief, Weber distinguishes two kinds of
action: “Social action, like all action, may be oriented in four ways. It may
be: (1) instrumentally rational (zweckrational), that is, determined by expecta-
tions as to the behavior of objects in the environment and of other human be-
ings; these expectations are used as ‘conditions’ or ‘means’ for the attainment
of the actor's own rationally pursued and calculated ends; (2) value-rational
(wertrational)>8, that is, determined by a conscious belief in the value for its
own sake of some ethical, aesthetic, religious, or other form of behavior...;
(3) affectual (especially emotional), that is, determined by the actor's specific
affects and feeling states; (4) traditional, that is, determined by ingrained ha-
bituation™ 9. Although for Weber there are no pure actions, the economic
ones are predominantly of the first kind (zweckrational). Von Mises thor-
oughly examines this classification and demonstrates that all four types of
behavior can be reduced to the first one. The opposite supposition ignores,
according to Mises, the universality of the sociological laws and the freedom

53 Ibid., p. 77.

54 Ibid., pp. 105-6.

55 ARON, op. cit., p. 231.

56 MISEs: Epistemological Problems..., p. 78 and cf. ff.

57 Ibid., pp. 132-4. Also cf. MISEs: Human Action, loc. cit., Chapter 2, nn. 7-
10.

58 Mises translated ‘purposive-rational’ and ‘valuational’ respectively, ibid., p.
82.

59 WEBER: Economy and Society, pp. 24-5.
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from value-judgements®. For Mises, Weber was not alone in this mistake.
First there were the classical economists®!. Indeed, “Menger and Bshm-Baw-
erk are the ones responsible for this misunderstanding of the theory”62, “Max
Weber’s attempt to separate rational action from other action on the basis of
such distinctions was the last of its kind”®3. The common error is to reduce
economic action to rational calculation, which supposes a material content,
and therefore a misunderstanding of the marginalist theory®?,

Let us now turn from Mises’s criticism of Weber and from the connection
to their diverse epistemologies to Weber again.

IV. In Defense of Weber

It is necessary to recover Weber as an economist. He was more than an
economist, but he also was one. The differences in the point of view between
him and von Mises do not mean that we should not think of Weber as an
economist. Weber begins his lecture “Science as Vocation”, by saying, “we
the economists”. Indeed, he had studied economics during his studies of law
-1882 to 1883-. He also, as I have already said, took over the Chair of Politi-
cal Economy at Freiburg University in 1894, and in 1896 he replaces Knies
in Heidelberg. I have already mentioned his wide concept of the task of eco-
nomics. Therefore, he also suggests a broad object of economics, including
the ‘economic’ events, the ‘economically relevant’ phenomena and the ‘eco-
nomically conditioned phenomena’®S. His definition of what is specifically
economic is highly modern, because, for him, it is a kind of human action

60 Cf. Misgs: Epistemological Problems..., pp. 82-5, 89 and 93.

61 Cf. ibid., pp. 146ff.

62 Ibid., p. 167. This is not the place to analyze Mises’s criticism of his own
antecessors. We think that what he states against Menger’s distinction be-
tween real and imaginary wants (pp. 171-4) is especially interesting. Cf.
MENGER’s Principles of Economics, Glencoe, Ill. (The Free Press) 1950, p.
53 (Grundsitze der Volkswirtschaftslehre, Vienna 1871, 2nd. ed. 1923, pp.
4ff., transl. by J. Dingwall and B. Hoselitz).

63 MISES: Epistemological Problems..., p. 148.

64 Cf. ibid., pp. 93, 146-8, 157.

65 Cf. WEBER: The Methodology..., loc. cit., pp. 63ff.
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that includes immaterial needs. “Specifically economic motives, he says, -...-
operate wherever the satisfaction of even the most inmaterial need or desire is
bound up with the application of scarce material means”%, He also distin-
guishes technique from economics and includes services within the economic
goods 87, His perceptions show that he was a mature economist.

Concerning von Mises’s criticism, it is not possible to outline a straight
answer by Weber, because although he knew him, and had a high opinion of
his®8, von Mises wrote the Grundprobleme more than ten years after Weber’s
death. Although directed to another authors®?, the following statement of
Weber could very well apply to von Mises, with all its nuances: “The ‘ab-
stract’-theoretical method even today shows unmediated and ostensibly irrec-
onciliable cleavage from empirical-historical research. The proponents of this
method recognize in a thoroughly correct way the methodological impossibil-
ity of supplanting the historical knowledge of reality by the formulation of
laws or, vice versa, of constructing ‘laws’ in the rigorous sense through the
mere juxtaposition of historical observations. Now in order to arrive at these
laws -for they are certain that science should be directed towards these as its
highest goal- they take it to be a fact that we always have a direct awareness
of the structure of human actions in all their reality. Hence -so they think-
science can make human behavior directly intelligible with axiomatic evi-
dentness and accordingly reveal its laws. The only exact form of knowledge
-the formulation of immediately and intuitively evident [a priori for Mises]
laws- is however at the same time the only one which offers access to events
which have not been directly observed. Hence, at least as regards the funda-
mental phenomena of economic life, the construction of a system of abstract
and therefore purely formal propositions analogous to those of the exact natu-
ral sciences, is [for them] the only means of analyzing and intellectually mas-
tering the complexity of social life.”70

This affirmation characterizes von Mises’s position very well, although
Weber did not direct it to Mises. For Weber the system of axioms and deduc-
tions takes part in the task of establishing ideal types and causal relation-
ships, with all the limitations of ambiguity, contingence and dependence on
the values that they possess. We certainly know that he was referring to

66 Ibid., p. 65; also cf. WEBER: Economy and Society, Part I, Chapter 2.

67 In: WEBER: Economy and Society, Part I, Chapter 2.

68 Cf. HENNIS: “The Pitiless...”, op. cit., p. 49.

69 Hennis says that he is thinking of Menger: Max Weber. Essays..., p. 143.
70 Ibid., p. 87.
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Menger from similar statements in another essay: “K. Menger’s work is not
methodologically complete, but it introduces extremely well-formed
thoughts” ... “The principles that constitute economic theory as such not
only, as everyone knows ... fail to represent ‘the totality’ of our science, they
are moreover only one means for the analysis of the causal relationships of
empirical reality, albeit a means that is often underrated. As soon as we seek
to grasp and explain causally this reality itself as a complex of cultural signi-
fications [...], then economic theory stands revealed as a summation of ‘ideal-
typical’ concepts. That means that its principles represent a series of intellec-
tually constructed processes that rarely, if ever, appear in an ‘ideal purity’ in
historical reality;...””!. That is to say, Weber appreciates the Austrian theory,
but only as a part of a wider science. I suggest that this hypothetical answer
by Weber to Mises might have some coincidence with the criticism of later
Austrian -or better, radical subjectivist- followers of von Mises himself, as
we have seen in part two of this paper.

Mises’s criticism arises from his own narrow point of view. If the science
of human action can only be deductive from a priori principles, any other
theory falls outside it, and therefore is historical. But this does not mean that
he is right. From the point of view of other authors the Weberian ideal types
are not only historical instruments but also sociological ones.

V. Neither Weber nor Mises, or Better:
Weber and Mises

By taking elements from both von Mises and Weber, I propose an alterna-
tive position that comes closer to what I consider as the other criterion of
scientificity: realism and the applicability of theory.

This supposes the negative task of isolating the inadequate elements of
the theories of Weber and Mises, and the adoption of those judged as proper.
To begin with Weber, one must put aside Wertfreiheit, as he finally does.
But if we have to insert values, we also have to do away with his arbitrari-

71 M. WEBER: "Marginal utility and the ‘psychopathological basic law’”, in: M.
WEBER: Gesammelte Aufsdtze zur Wissenschaftslehre, 5th ed., Tibingen
(J.C.B. Mohr [Paul Siebeck]) 1982, pp. 396-7, quoted by HENNis: "The Piti-
less...", op. cit., p. 30.
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ness. Otherwise we would end in an unsustainable cultural relativism. If the
scientific insertion of values into science can be done, one could agree with
the Weberian view of economics as a science. Social or humane sciences
without values are impossible. A human science that involves values is at-
tainable. This affirmation may shock some social scientists, especially
economists, since it renders the framework of economics to be insufficient.”2

One of the failures provoked by the modernity is manifested in the theory
of the social sciences. The gap between the Is- and Ought-Propositions leads
to a theoretical and neutral treatment of practical questions, to a lack of pres-
ence of ends in an environment in which these are essential. They were sepa-
rated from science, as irrational elements that can only be taken as outside
data. Ends were -and commonly are- a matter of a decision that exceeds the
scientific realm. Jiirgen Habermas attributes to Weber a very important role
in this dissolution when he says: “Since Max Weber clarified the so called
dispute about the values-judgements (...), the social sciences have come
completely apart from the normative elements, from the already forgotten
heritage of classical politics -they sense it in this way at least, as a theorical-
scientific evidence”’3. And Peter Koslowski says: “There is a certain irra-
tional passion for dispassionate rationality ... which bans any kind of moral
motivation or thinking in terms of values from social science””4.

The disconnection between the science and the ends automatically drives
to another disconnection: that of the social sciences among themselves. The
social sciences become transformed into an assembly of private knowledge
that brings them together but without subordinating them to politics which
would give them unity. They lack the common orientation that could give
them a secure course’. The reaction to this position has arisen from the po-
litical philosophers, who have themselves demonstrated the possibility of a
valorative human science -and the impossibility of the contrary. Some ante-
cestors as Leo Strauss, Eric Voegelin, Hannah Arendt and many more, fore-

72 See also for a criticism of the current state of economics DAVID COLANDER and
ARIO KLAMER: The Making of an Economist, Boulder (Westview Press) 1990,
and DAVID COLANDER: “The Lost Art of Economics”, Journal of Economic
Perspectives, 6 (1992), 3, p. 196.

73 Teorfa y praxis, Buenos Aires (Sur) 1966, p. 10 (Theorie und Praxis, Neuwied,
Berlin [Luchterhand] 1963, transl. D. J. Vogelmann -to English, mine).

74 P. KosLOWSKI: Ethics of Capitalism and Critique of Sociobiology, Berlin,
Heidelberg, New York, Tokyo (Springer) 1996, p. 40.

75 Cf. W. HENNIS: Politica y..., op. cit., pp. 54, 147 and passim.
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told the emergence of what is now the movement of “the rehabilitation of
practical science or practical philosophy”. In this current, we can name
thinkers of diverse origins and philosophical tendencies: Manfred Riedel’®,
Wilhelm Hennis, Helmut Kuhn, Hans Georg Gadamer, Robert Spaemann and
others. The social sciences are very slowly in the application of this new
paradigm. The strengh of the preceding tendency is so great that it would
probably take a long time to induce a change, specially in economics. That
would suppose a strong turn of the research mentality towards a way of
thinking alien to most economists. But it would probably be worth trying to
follow the reasoning of these thinkers. In this field, we can take advantage of
Weber’s above mentioned contributions, i.e., his wide view of economics,
specially if Hennis’s theses are correct.

Let us turn to Mises now. His affirmations about the possibility of stat-
ing some general principles of human action, and his insistence on intention-
ality -i. e., the teleological character of actions are correct. On the other hand,
the aprioristic origin of the general principles that drives him into the thesis
of their infallibility and lack of link with experience as well as into their ex-
cessive formalism must be discarded. This holds also true for Mises’s ethical
neutrality. The fundamental characteristic of human action is to be ethical,
precisely since it is teleological. Human action always receives an ethical
qualification. Even though ethics and economics are diverse sciences, accord-
ing to the Aristotelian view, economic action must be ethical to be a science;
and the economic sciences, being a kind of human action, ought to be practi-
cal, i.e., moral, both at the individual and political level””.

Weber sustains the need for a wide scientific knowledge about the econ-
omy and von Mises the possibility to obtain some fundamental principles
from that knowledge. These two contributions, with the previous reserva-
tions, are the basis of a new proposal: a science of the economy with a main
core of basic and theoretical elements, but simultaneously including cultural
and ethical knowledge, valorative knowledge about the economy, with a sub-
ordinate formal instrument, i.e., current economics. According to Hennis this
proposal would agree with Weber’s thought, and would form an evolution of

76 Editor of a basic book on the matter: M. RIEDEL (Ed.): Rehabilitierung der
praktischen Philosophie, Freiburg (Rombach) 1972-3.

77 ARISTOTLE: Politics, 1, 8, 9. We developed a thoroughly study about Aristo-
tle’s fruitful notion of oikonomiké in: R. CRESPO: “La concepcién aris-
totélica de la economia”, Philosophia (Mendoza 1993), and R. CRESPO: “La
accién econémica en Aristételes”, Analogia (Méjico 1996).

49



RICARDO F. CRESPO

the ideas of the Historical School, but with more emphasis on the theorical
elements.

There are many economists -although not the majority- that have sug-
gested the introduction of valorative elements in their science. Thus, this sci-
ence will become more of the practical type in the classic sense. John Neville
Keynes says: “It is universally agreed that in economics the positive investi-
gation of the facts is not an end in itself, but is to be used as the basis of
practical enquiry, in which ethical considerations are allowed their due
weight”78. We can also mention Roy Harrod’?, Lindley M. Fraser®0, Colin
Clark8!, Albert Hirschman32 and others without dealing with the difficult
questions about welfare economics®3. Lionel Robbins has realized that it is
necessary to develop a valorative knowledge about the economy, and suggests
calling it with the old name of “Political Economy”34, Peter Koslowski has
proposed an “Ethical Economy” program83. Finally, Kenneth Boulding

78 J. N. KEYNES: The Scope and Method of Political Economy (1890), 4th. ed.
New York (A. M. Kelley & Millman) 1963, p. 47.

79 R. HARROD: “Scope and Method of Economics”, The Economic Journal
(1938), p. 396.

80 L. M. FrASER: “How Do We Want Economists to Behave?”, The Economic
Journal (1932), p. 562.

81 In, e.g., C. CLARK: The Conditions of Economic Progress, 3rd. ed. London
(Mac Millan) 1967, pp. 30ff.

82 In, e.g., A. HIRSCHMAN: L’ économie comme science morale et politique,
Paris (Ed. Gallimard-du Seuil) 1984, passim.

83 I think that this is not a proper way, because it is simply an extension of the
Neoclassical model.

84 Cf., e.g., L. ROBBINS: Political Economy: Past and Present, London (Mac
Millan) 1976, p. 3; L. ROBBINS: Autobiography of an Economist, London
(Mac Millan) 1971, p. 150. For a more comprehensive study of Robbins’s
thought, see R. CRESPO: “La nocién de economia y el método de su ciencia en
Lionel Robbins”, Philosophica, 18 (Valparaiso 1996).

85 Cf. P. KOSLOWSKI: Prinzipien der Ethischen Okonomie. Grundlegung der
Wirtschaftsethik und der auf die Okonomie bezogenen Ethik, Tiibingen
(J.C.B. Mohr) 1988; P. KosLowskI: “Ethical Economy as Synthesis of Eco-
nomic and Ethical Theory”, in P. KosLowsk1: (Ed.): Ethics in Economics,
Business, and Economic Policy, Berlin, Heidelberg, New York, Tokyo
(Springer) 1992, pp. 15-56; and JEAN-PIERRE WILs: “Economy Bounded. Re-
flections About Peter Koslowski’s Program of Ethical Economy”, in: P. Kos-
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should be mentioned who said that “the concept of a value-free science is ab-
surd”, and has pleaded: “Let us return then to economics as a moral sci-
ence”86, This is the issue that can and should be retrieved from the work of
Max Weber and Ludwig von Mises.

LOWSKI, Y. SHIONOYA (Eds.): The Good and the Economical, Berlin, Heidel-
berg, New York, Tokyo (Springer) 1993, pp. 89-108.

86 K. BOULDING: "Economics as a Moral Science", American Economic Review,
LIX (1969), p. 4.
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Discussion Summary
BETTINA LOHNERT

Paper discussed:
RICARDO CRESPO: Max Weber and Ludwig von Mises, and the
Methodology of the Social Sciences

Oral presentation discussed:
FRITZ RINGER: Max Weber on Causal Analysis and Interpretation

I. Max Weber and Ludwig von Mises

The first part of the discussion concentrated on the problem of integrating
ethics and economics within a scientific framework.

The speaker claimed that economics as a science must also be ethical.
Here he refered to Aristotle who said that all human action intends to be ethi-
cal and therefore also economics has to be an ethical science (CRESPO).

To this statement the objection was uttered that if one is fighting value-
free science as absurd one substitutes scientific correctness with political cor-
rectness (ACHAM). The Weberian claim to ethical pluralism and moral indi-
vidualism could only be defeated by a successfully revived scientific ethic,
which does not exist (RINGER).

The next part of the discussion centered around Weber's conception of
value-free science. If you start from the proposition that the interests of the
investigators affect the choices of ideal types and the choices of the topics for
study, it does not necessarily follow, and probably also Weber would think
so, that you end up with a relativism with respect to the objectivity of the
results of the enquiry. Weber said, even though we might ask some ques-
tions, e.g. about Western capitalism, a Chinese might not understand, the
causal claims derived from these questions should be as demonstratable for
the Chinese as they are to me. Weber therefore tries to separate the impact of
the changeable interests of investigators upon the choice of the explanandum,
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but does not in any way question the validity of the causal claims, that arise
in the process of study.

Also the questions asked by natural scientists are by no means merely
theory-driven but often also dictated by contemporary interests. This becomes
very visible e.g. when natural scientists react to certain cultural concerns
with some particular disease or some particular desaster. Supposedly the
study of different kinds of diseases in cows will now increase rapidly in Eng-
land.

The fact that the interests of the investigators do affect the questions, in
Weber's mind did not prove that the findings were in themselves relative in
the sense that they were only true for some people (RINGER).

Questions about the relationship between mainstream economics and
ethics as well as problems of terminology dominated the last part of the dis-
cussion.

Attempts to involve ethical consideration in economics through the in-
struments of mainstream economic theory, e.g. the consideration and integra-
tion of externalities, were estimated as a controversial strategy in the search
for a synthesis of ethics and economics. Oftentimes mainstream economics
are a too mechanistic system to achieve this task (AVTONOMOV, CRESPO).

It was critizied that in the refereed conception of Lionel Robbins' political
economy the ethical dimension of the economy to a large extent is insured
through the economic dimension. This leaves a large role for conventional
economics in terms of the technical implementation of policy. But if the pol-
icy makers have this ethical dimension, what is the attitude of the economic
agents who make up the economy? Are not they ethical actors, too? Or do
they have a different ethical system than the political agents? What could
then be the ethics of the political elite who control the other ethical agents?
In Lionel Robbins theory of economic policy the ethics is in the mind of the
people that design the policy and he does not avoid perpetuating the idea that
people in the economy are fundamentally selfish and egotistical in their mo-
tivation. Ethics comes in through the policy maker but the people in the
economy are still seen as driven by materialistic interest (CASSON).

As Robbins distinguishes between economics and economic policy some
clearifications in the terminology of the notions of economics, political
economy, economic policy seemed to be necessary. Especially the term polit-
ical economy is very equivocal. James Buchanan distinguishes between pure
economics and political economy. You can use the instrument of pure eco-
nomics as an analytical tool in different spheres, e.g. an economic theory of
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politics, which is also called political economy or the new political econ-
omy.

One has to be very clear about the definition of political economy. Is it
just a synonym for economics in the older Smithian sense or is it used as a
discription of an application of economic theory to politics? The newer use
of political economy is better because it distinguishes between the core of
economic theory as pure economic and the application of this theory to dif-
ferent spheres, like e.g. of economics to politics. In analogy to this use of
the term "political economy" Koslowski named his approach of the applica-
tion of economics on ethical and cultural questions "Ethical Economy". That
is also Schumpeters methodological approach. He puts all questions of ethi-
cal, political and cultural economy under the term economic sociology (Wirt-
schaftssoziologie). This, of course, can be critical because in the end all in-
teresting questions are moved out of economics and into the disciplines at the
edge of economics and would leave only the very formal microeconomic the-
ory at the center of pure economics. Mises restricts economics to this core in
the Schumpeterian sense of pure economics. Everything else for him is his-
tory, as he calls it (KOSLOWSKI).

II. Max Weber on Causal Analysis and Interpretation

The discussion concentrated around the definition and function of Weber's
concepts of causal explanation and the ideal type.

It was discussed what problem Weber tried to solve with his concept of
causalism (YAGI).

In general Weber wanted to clarify the relation between particularity and
generality. He wanted to explain and interprete this relation and thereby bring
two divergent strands in the social sciences together (RINGER).

The suggestion was made to compare the concept of the ideal type and
causal explanation with the ideas of Le Play, who was interested in the
archetypical ideal type of various professions. Furthermore the ideas of the
statistician Quételet could be of relevance for the understanding of Weber's
concept of ideal types. Quételet was a great magician of large numbers and
was not interested in the ideal type but in the mean, the average. He drew his
conception of social sciences only from mean values. According to his con-
ception of the social sciences the positivists can derive values only from

54



DISCUSSION SUMMARY

mean values. Therefore the relation of Le Play to Quételet can be compared
to the relation between the ideal type and causality. Quételet has shown that
the discovery of the average has to do with our own shaping of normal ex-
pectations. Insofar also his conception is a causal one.

Furthermore it seems to be evident that Weber is a disciple of Mill's con-
cept of similarity and significance. Causality as motivation is the very idea
that Weber has implemented into Mill's system of logic (ACHAM).

The speaker disagreed with this interpretation and definition of Weber's
concept of the ideal type. He pointed out that the ideal type as a device would
not make sense, except in the context of the dyadic causal model, whether
applied to the interpretation of action or other processes and their outcomes.
But if we do not define the ideal type as a hypothesis, we, of course, have to
deal with the question, what it actually is. If it were merely the mean, we
should put it in the field and look for deviation in reality. That would be an
insane tactic unless we already know exactly what kind of deviation we are
looking for.

Neither does the ideal type want to construct the avarage like Quételet
does. That would make the ideal type itself an empirical, inductive construct,
and thus a positive construct.

Mill's methode of differences and similarities, on the other hand, is entire-
ly static whereas Weber is looking for a dynamic approach. The aim of the
speaker's work is to show both the dynamic and the structural character of
some aspects of Weber's work.

It was suspected that Weber was silent on Dilthey, because he could only
draw on Dilthey's works published before Der Aufbau der geschichtlichen
Welt in den Geisteswissenschaften (The structure of the historical world in
the humanities). Weber only knew Dilthey's previous book Einleitung in die
Geisteswissenschaften. Versuch einer Grundlegung fiir das Studium der Ge-
sellschaft und der Geschichte (Introduction into humanities), which he sus-
pected of subjetivism (RINGER).

Weber has in some respect misunderstood Dilthey. Weber's sense of
"Sinnaddquatheit" (adequacy to the meaning, rational adequacy) and "Kausal-
adiquatheit” (causal adequacy) are in some sense found in Dilthey's first book.
Weber accuses Dilthey to argue only from an empathetic point of view. But
Dilthey is showing that the phenomena of the moral sciences (Geisteswissen-
schaften) are connected to the idea of rules. He stresses the point that rules are
not laws and is in this respect similar to Weber and to Wittgenstein
(ACHAM).
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Chapter 3

Value Theory and the Foundations of the
Cultural Sciences. Remarks on Rickert

GUY OAKES

I. Rickert and the Methodenstreit
II. Windelband: Positivism, Value Theory, and History
IOI. Rickert: The Theory of Historical Knowledge as

the Methodology of the Cultural Sciences
IV. From the Critique of Metaphysics to Scholasticism
V. From the Critique of Historicism to Decisionism

I. Rickert and the Methodenstreit

In the early 1880s, a series of disputes arose in German academia over the
aims, subject matter, and methods of the social sciences. Although the Me-
thodenstreit -- the controversy over methods -- began as a debate between his-
toricists in German economics and marginal utility theorists in Vienna, by
the eve of World War I, these disputes embraced philosophy, historiography,
and sociology. The result was a crisis in the social sciences. Because of the
privileged status enjoyed by the partisans in the debate, German university
professors who were regarded as the stewards of the fundamental values of
western civilization, it was translated into a crisis of modern culture.

Several interlocking issues were at stake. There was a debate over the
aims of the social sciences. Here the issue was formed as a choice between an
abstract theory of society, perhaps grounded in general laws of historical de-
velopment, and an exposition of the singular features of social formations
and cultural traditions. There was a debate over method. Is there a sense in
which every legitimate scientific investigation must follow the same logic?
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Or are there methods distinctive to the social sciences? These two debates
were tied to a third controversy over the subject matter of the social sciences.
Are human history, society, and culture indistinguishable in principle from
nature and open to the same sorts of explanations and methods used in the
natural sciences? Or does the fact that human beings ascribe meaning and
value to their conduct require modes of interpretation for which there are no
models in the natural sciences?

Finally, there was a debate about the relation between social science and
social policy. This controversy was anchored in opposing views concerning
science and politics, theoretical and practical reason, and the interests on
which theory and practice are based. Can solutions to the practical problems
of social life be derived from social science? Can social science achieve the
status of an impartial judge, qualified to settle conflicts among political, eco-
nomic, and ethical values because it stands above the struggles of history? Or
is it an illusion to ascribe a special axiological status to science. Is science
merely one value sphere among others? Are there scientific values and inter-
ests that deprive science of the authority to validate value judgments and re-
solve conflicts between them?

Some 100 years after they were originally posed, these issues continue to
dominate the conversation about the character of the social sciences. The
aims, methods, subject matter, and interests of these disciplines remain con-
tested territory. Moreover, the German debate at the turn of the century still
sets the terms, defines the problems, and frames the limits of this discussion.

If these claims seem extravagant, consider a few of the main issues in the
current debate: positivism versus historicism; the primacy of explanatory
theories and theoretical research programs versus the primacy of interpretation
and hermeneutics; foundationalism versus perspectivism; theory construction
versus its deconstruction; structural analyses versus post-structural genealo-
gies; logic versus rhetoric; the role of narrativity and the competing claims of
master and local narratives; the status of alternative conceptual schemes and
the problem of adjudicating their competing claims to validity; the question
of the status of scientific rationality and the problem of whether there is a
plurality of incommensurable but equally legitimate criteria for rationality,
each appropriate to its own sphere; the interplay between theoretical and ex-
tra-theoretical interests and the question of the interpenetration of knowledge
and power.

These were also the main issues of the Methodenstreit. Although aca-
demic parlance and philosophical styles have changed several times over the
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last century, the persistence of the chief problems of the Methodenstreit in
subsequent debates over the social sciences exhibits a striking continuity of
controversy.

One important contribution to the Methodenstreit was Heinrich Rickert’s
attempt to construct the foundations of a historical science that would inter-
pret the meaning of human conduct and its artifacts. His most influential
book -- a magnum opus monstratum of more than 700 pages with the un-
gainly title Die Grenzen der naturwissenschaftlichen Begriffsbildung: “The
Limits of Concept Formation in Natural Science" -- is, indeed, "the classical
book" of neo-Kantian philosophy of history" (Gadamer 1967, p. 2). In Die
Grenzen, Rickert pursues an ambitious strategy. In a critique of the logic of
natural science, he argues that a historical science of culture based on posi-
tivist premises is impossible. In a critique of the limits of history, he at-
tempts to prove that a science of history requires premises that are indepen-
dent of history, thereby undertaking to refute the "absolute relativism of the
sophists and modern empiricists,” the enemies of reason who were intent on
reducing philosophy to a melange of contingent world-views that varied with
historical context and circumstance (Rickert 1986, p. 222). Finally, he pro-
poses to achieve all this by means of arguments that are purely "formal," or,
as we would say today, epistemological. In its intentions, Rickert’s philoso-
phy of history is anti-metaphysical. He repudiates the constructions of the to-
tal process, scope, and meaning of history produced by the tradition of Ger-
man idealism and reconceptualizes the philosophy of history as a theory of
historical knowledge. Because he understood the domain of history as culture,
Rickert’s theory of historical knowledge was a methodology of the cultural
sciences. In the Rickertian philosophical lexicon, methodology should not be
understood in its contemporary sense, as an ensemble of research techniques,
but rather as a theory of concept formation. The methodology of the cultural
sciences is an analysis of the concepts essential to the constitution of these
sciences.

Die Grenzen' resembles one of those massive bourgeois villas built in
the neo-classical style favored during the Kaiserreich. Instead of conducting

1

1 Die Grenzen was originally published in two parts. The first three chapters,
which comprise Rickert’s critique of positivism, appeared in 1896. Rickert
completed chapters 4 and 5, which develop his own theory of historical
knowledge, in 1901, and published the entire first edition in 1902. A second
edition followed in 1913, a third and a fourth in 1921, and a fifth in 1929.
The most significant addition of new material in subsequent editions is the
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the reader on a tour around the exterior of this house, its ample grounds, and
the surrounding neighborhood, I will restrict myself to an inspection of its
foundations and interior layout. Perhaps it is just as well that space does not
allow a leisurely survey of this interior. Like the great houses of the Wil-
helmian period, Die Grenzen tends to fatigue and overwhelm with the tedium
of excessive detail. The reader will be spared an exposé of the elaborate fur-
nishings, decoration, and ornamentation of this stately structure. In short, I
will confine myself to fundamentals: the analysis Rickert employs to con-
struct the bases for a historical science of culture; the main premises of this
analysis, which he borrows from his teacher Wilhelm Windelband; and some
of its more important implications.

II. Windelband: Positivism, Value Theory,
and History

Die Grenzen, Rickert notes, had an important precursor: the 1894 lecture
of his Doktorvater Wilhelm Windelband: "History and Natural Science." He
even suggests that a careful reading of Windelband might create the impres-
sion that his own book was, at least in some respects, a derivative and redun-
dant enterprise whose its main ideas had been anticipated by his teacher.2

long ninth section of chapter 4 ("Nonreal Meaning Configurations and His-
torical Understanding"), which first appeared in the edition of 1921. It repre-
sents Rickert’s most systematic response to Wilhelm Dilthey’s alternative to
a positivist philosophy of history. Wherever possible, I will cite the 1986
abridged translation of the fifth edition. All emphases in quotations are in the
original. This essay draws liberally on OAKEs (1988, 1990).

2 RICKERT (1902), p. 302n. 2, a footnote that Rickert struck from subsequent
editions. In his writings, Rickert attempts to maintain an uneasy balance be-
tween ritual deference to Windelband and declarations of intellectual indepen-
dence. The cultivation of his reputation dictated that he stress the latter
stance over the former, a position with which he became more comfortable
after Windelband’s death in 1915 (RICKERT [1915a], pp. 173-75, 419-21,
446; [1915b], 24-30; [1921], 26-28, 124-25, 136-37; [1929], 55-56, 269-
70, 368). Emil Lask, who studied with both Windelband and Rickert, also
makes a case for the originality of Die Grenzen (LASK [1913]). Troeltsch
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Two theses of "History and Natural Science” became important premises in
Die Grenzen: the doctrine of the individuality of values and the distinction be-
tween nomothetic and idiographic knowledge. Equally important, Rickert
adopts the conception of philosophy and the method of philosophical argu-
ment that Windelband advocates in his essays of the 1880s and 1890s.

In the summer of 1882, on the eve of his appointment at Strasbourg,
Windelband observed that he would be expected to use his professorship to
oppose positivism, which threatened to impose "“the stamp of radicalism" on
the university (K6hnke 1995, pp. 65-66 n. 33]. "Die Bekdmpfung des Posi-
tivismus" -- "combatting positivism": This is an apt description of the pro-
grammatic philosophical essays Windelband published during his Strasbourg
period.3 These studies were formed by two objectives: to attack current trends
in German thought that threatened to destroy philosophy by reducing it to
history or psychology and to defend an autonomous conception of philoso-
phy that would establish its academic legitimacy and independence from the
empirical sciences, thereby securing institutional space for a philosophy cur-
riculum with its own professorships, seminars, and budgets in the German
university system.

In his reconstruction of the course of German philosophy following the
death of Hegel, Windelband traces the disintegration of idealism and the as-
cendancy of philosophical positivism. Positivism translated philosophical
questions into problems that could be solved by the empirical sciences. Epis-
temology, ethics, and aesthetics, the territory of Kant’s three critiques, were
annexed by history and psychology. Philosophy as an independent mode of

takes roughly the same view (TROELTSCH [1922], pp. 559-65). In the decade
before World War I, Windelband, Rickert, and Lask were the leading figures in
the Southwest German School of neo-Kantianism. There is no satisfactory
study of the Southwest German School, and the literature in English is espe-
cially thin. However, see WILLEY (1978). On the relations between the philo-
sophical positions of Windelband and Rickert, see SCHNADELBACH ([1974],
pp. 137-59; [1983], pp. 129-34, 180-85). Windelband is a major figure in
Kéhnke’s historical sociology of neo-Kantianism (KOHNKE [1986]).

3 Windelband’s principal essays of this period are collected in Prdludien: Auf-
sdtze und Reden zur Philosophie und ihrer Geschichte, published in five edi-
tions in his lifetime between 1883 and 1914. See especially: "Immanuel
Kant" (1881), "Was ist Philosophie?" (1882), "Normen und Naturgesetze"
(1882), "Kritische oder genetische Methode?" (1883), and "Geschichte und
Naturwissenschaft” (1894) (WINDELBAND [1924]).
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investigation disappeared, along with the concepts of philosophical truth and
validity. The only truths were empirical, and the only arguments that could
claim validity were based on the methods of the empirical sciences. There
were no timeless or absolute truths or standards of truth, but only historically
variable and psychologically contingent claims to truth that varied from age
to age and person to person. (Windelband 1909).

Windelband’s response to philosophical positivism is to attack its founda-
tions. Positivism confused causal questions about the historical genesis of
knowledge with conceptual questions about its truth and validity. Issues con-
cerning the conditions for the logical possibility of knowledge were miscon-
strued as problems of fact concemning its psychological determinants. Because
it conflated empirical causes and logical grounds, questions of explanation
and questions of justification, and the concepts of existence and value, posi-
tivism was unable to provide a satisfactory account of either philosophy or
the empirical sciences. After reality had been parceled out among the various
empirical sciences, the question of their epistemic bases -- their claim to va-
lidity -- remained open and unexamined. This question was the legitimate and
necessary task of philosophy.

Because validity can be ascribed only to values, Windelband conceives
philosophy as a general theory of value, or axiology: the science that ex-
plores the grounds of values that are unconditionally necessary and universal-
ly valid. If values constitute the subject matter of philosophy, “critique," the
inquiry into the validity of values, is its method. This view of philosophy
entailed the rejection of epistemological realism and all versions of a repre-
sentational theory of knowledge. The truth of a claim is not determined by a
correspondence between a proposition and some objective state of affairs in-
dependent of consciousness. On the contrary, truth is a value that can be as-
cribed to propositions only if they satisfy absolute standards or norms of
thought. All thought is subject to these absolute standards. The main task of
philosophy is to elucidate the universally and necessarily valid values that de-
fine the norms of thought. These values constitute the "Normalbewufitsein":
the "normal consciousness” or, more appropriately, the "normative con-
sciousness.” It follows that epistemology is situated within the theory of
value. Just as there are ethical rules that have the force of moral absolutes and
principles of perception that qualify as aesthetic absolutes, so there are abso-
lute values on which thought itself is grounded. Because truth is a value,
logic itself is subordinated to the theory of value.
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In "History and Natural Science," Windelband argues that the object of
any value is unique. An event that occurs more than once, an item of which
there is more than one instance, or a case that falls under some more general
category is of no axiological significance. To employ a concept that Windel-
band would have found useful, every value concept is a rigid designator re-
quiring a unique object (Kripke 1980; Wagner 1987). Because only unique
entities are possible objects of values, there is a one-to-one relationship be-
tween value concepts and their objects. Windelband traces the individualistic
conception of values to the historiography of Christian theology, in which
history is reduced to the story of God and his works. Everything of signifi-
cance is embraced by a single narrative, the events and characters of which are
unique: the creation, the fall of humanity, the chronicle of the chosen people,
the incarnation, crucifixion, and resurrection of Christ, the characters of the
Bible, the stories of the church fathers -- indeed, the soul and fate of every
person -- are all unique and nonrepeatable. This doctrine is the basis of the in-
terest in knowledge of what is individual: We have a theoretical interest in
unique entities and events because they are the only things to which we as-
cribe values.

This cognitive interest in knowledge of individual phenomena cannot be
satisfied by any natural science, regardless of its precision and completeness.
This is because natural science brackets the distinctive qualities of things in
order to disclose their common properties. Natural science represents the
unique event as a case that exemplifies a type or an instance that falls under a
general concept. This is the meaning of the claim that natural science is
grounded in a nomothetic interest: Its objective is to develop a system of ab-
stract laws from which the nature of things, their generic properties, can be
derived. For natural science, "the colorful world of the senses" and the "earthy
aura of perceptual qualities," which are essential to the individual identity of
things, are cognitively irrelevant detritus (Windelband 1980, p. 179). Because
natural science distinguishes reality from what really happened, it has no in-
terest in events for their own sake and is "utterly indifferent to the past." In
Windelband’s metaphor, the natural sciences "drop anchor in the sea of being
that is eternally the same. They are not concerned with change as such, but
rather with the invariable form of change" (Windelband 1980, p. 179).

The cognitive interest of historical science, on the other hand, is idio-
graphic. Its objective is to cover the territory that natural science leaves un-
explored: the individual qualities of entities and events. History is concerned
with the singular and unique aspects of things that cannot be reduced to ab-
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stract concepts or derived from general laws. Accordingly, history recon-
structs "the true shape of the past” and produces "images of men and human
life in the total wealth and profusion of their uniquely peculiar forms and
with their full and vital individuality preserved intact" (Windelband 1980, p.
179).

The idiographic cannot be reduced to the nomothetic: "All subsumption
under general laws is useless in the analysis of the ultimate causes or grounds
of the single, temporally given phenomenon" (Windelband 1980, p. 184).
Because the law and the event, the nomothetic and the idiographic, constitute
the "ultimate, incommensurable entities of our world view", concrete reality
cannot be derived from nomological regularities, (Windelband 1980, p. 185).
It follows that our cognitive interest in individual phenomena that are defined
by values can be satisfied only by historical science.*

III. Rickert: The Theory of Historical Knowledge
as the Methodology of the Cultural Sciences

Die Grenzen begins where Windelband’s lecture ends. The objective of
historical science is knowledge of individual entities. However, in the con-
cluding remarks of "History and Natural Science," the individual datum of
history is characterized as a "residuum of incomprehensible brute fact" and an
"inexpressible and indefinable phenomenon" (Windelband 1980, p. 184).
Where does this conclusion leave the question of the possibility of historical
knowledge?

4  Without mentioning Dilthey, Windelband emphasizes that the nomothetic/
idiographic dichotomy should not be confused with the distinction between
the natural sciences and the "Geisteswissenschaften" - literally "sciences of
the mind," or "human sciences" (DILTHEY [1973]). He insists that his dichoto-
my is based on purely formal and logical considerations. It marks a "method-
ological" rather than a "substantive" difference and distinguishes not two
spheres of things, but two types of knowledge. The dichotomy is not onto-
logically grounded in differences between two kinds of entities, but axiologi-
cally defined by differences between two types of interests. It follows that na-
ture and history are not two modes of being, but the logical objects of two
different modes of investigation (WINDELBAND [1980], pp. 173-75).
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In Rickert’s epistemology, an item becomes a possible object of knowl-
edge only when concepts are formed that represent it. This means that the
problem of historical knowledge posed at the end of Windelband’s lecture is
the problem of forming concepts that represent the distinctive properties of
concrete reality. Although these properties mark the beginning point of con-
cept formation and the basis from which all conceptualization proceeds,
Windelband’s conclusion entails that they are not possible objects of con-
cepts. Because concrete reality cannot be known, it marks the limits of all
concept formation. Because reality cannot be conceptualized, it remains "irra-
tional": irreducible to concepts. The result is a "hiatus irrationalis" between
concept and reality.5 We can know only what we can conceptualize. Since re-
ality lies outside the limits of conceptualization, it is not a possible object of
knowledge. In view of the dualism of concept and reality, how is historical
knowledge possible? Is there any sense in which, the hiatus irrationalis not-
withstanding, the individual can become an object of knowledge?

Rickert addresses these questions by developing a theory of individual or
historical concept formation. The individual is defined as an object of histori-
cal knowledge by reference to what Rickert calls "value relevance” or a "value
relation" (Wertbeziehung). Distinctive aspects of reality can be conceptualized
only by defining them in terms of their relevance to values. The relation be-
tween historical individuals and values is a consequence of the consideration
that the historical individual is the object of a position taken on some value.
As a result of this value position, meaning is ascribed to the historical indi-
vidual. Although history as a science does not take value positions, it inves-
tigates the meanings of entities that instantiate, exhibit, or express these po-
sitions. In his analysis of this theory, Rickert states four requirements that
must be satisfied by the values that define value relevancies.

Historical centers. The values that define value relevancies must be drawn
from the "centers" of historical interest, the primary subject matter of his-
tory. Historical centers are the persons whose value positions are responsible
for the significance that is ascribed to all other historical phenomena. It fol-
lows that this first requirement is satisfied only if the historical actors whose
conduct is the ultimate object of concept formation in history have made a
commitment on the values that define value relevancies. This means that the

5  The concept is due to Emil Lask, who borrowed it from Fichte. See his doc-
toral dissertation Fichtes Idealismus und die Geschichte, completed under
Rickert’s direction in 1901 (LASK [1923]).
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values that constitute the basis of concept formation in history are "derived
from the historical material itself." They articulate positions on which "the
beings or centers themselves -- the object of the representation -- act in a val-
uative fashion" (Rickert 1986, p. 127).

The valuelvaluation dichotomy. The historical sciences relate values to
historical individuals in a purely theoretical fashion. They do not use values
as standards of valuation to pass judgments on historical individuals. Al-
though the historical individual is defined in terms of values, it is not judged
on their basis. Thus the doctrine of value relevance is based on a distinction
between valuations (Wertungen) or value judgments (Werturteile) and value
relevancies (Wertbeziehungen). Rickert regards this distinction as the key to
his solution to the problem of concept formation in history: "Insofar as the
value perspective is decisive for history, this concept of the ’value relation’ --
in opposition to 'valuation’ -- is actually the essential criterion for history as
a pure science" (Rickert 1986, p. 91).

The value/valuation dichotomy is crucial to Rickert’s project in Die Gren-
zen because of his view of the irrationality of valuations. Value judgments,
positive or negative valuations of meaning, are irrational in the sense that
there are no principles for adjudicating conflicts between them. If all values
were value judgments, the doctrine of value relevance would transpose the ir-
rationality of value judgments onto the conceptual apparatus of the historical
sciences. As a result, the claim of these disciplines to qualify as sciences
would be defeated. The axiological basis of the historical sciences, which is
essential to a solution of the problem of individual concept formation, would
nullify their validity as sciences. Rickert’s strategy for escaping this conse-
quence is an obvious one: He argues that value relevancies are independent of
practical value judgments.

If the connection of values to objects is essential to historical science
without compromising its objectivity, that is because there is a mode
of value connection that does not coincide with a practical commit-
ment and a valuation. In other words, it is because objects can be re-
lated to values in a purely theoretical fashion without thereby valuat-
ing these objects as deserving of praise or blame (Rickert 1924, p.
60).

Rickert’s defense of the independence of value relevancies and value judg-
ments rests on three arguments. Conflicting value judgments are possible
only on the basis of a common frame of reference defined by value relevan-
cies; thus the latter must be independent of the former. In addition, value rel-
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evancies and value judgments must be independent because of the differing in-
terests that define them. Finally, although conflicting value judgments are ul-
timately incommensurable, there are principles for resolving conflicts be-
tween value relevancies, which again shows that the former are independent
of the latter. In light of these considerations, Rickert concludes that it is pos-
sible to "rigorously distinguish" the theoretical domain of value relevance
from the practical domain of valuation (Rickert 1986, pp. 94-95).

Although the value/valuation dichotomy remained the linchpin of Rick-
ert’s philosophy of history, his commitment to this thesis wavered as he
grew old and Germany became young again. After the Nazi Machtergreifung
of 1933, Rickert quickly discovered that conflicts between inconsistent value
positions were not irresolvable after all. On the contrary, a principle for their
resolution suddenly appeared quite obvious. The very existence of German
culture was in the balance. "Therefore, no German who wants to have an im-
pact on culture in Germany today should resist the predominance of national-
political cultural goals." But suppose that a German of Rickert’s time found
that his own values did not conform to the political exigencies of the mo-
ment. Suppose there were a conflict between his conception of what German
culture ought to be and the cultural values of the state. In view of the irra-
tionality of value positions, how can such a conflict be decided? The solution
is surprisingly simple: "He is obliged to accommodate his views on the
meaning of contemporary life to the historical situation” (Rickert 1934, p.
233).

In sum, when the existence of a culture -- which Rickert identifies as the
political culture of the nation -- is at stake, all cultural values must be subor-
dinated to the values of the national state. Conditions of national emergency
create a system of cultural values in which all goods are subsumed under the
political values represented by the state. Here the aging advocate of timeless
validities, universal principles, and absolute values begins to speak the new
language of political decisionism. At this point, the distance between Rickert
and Carl Schmitt is very difficult to gauge. The irrationality of value judg-
ments is eliminated by a new meta-axiological principle: All values are com-
promised to the interests of national political necessity. The National Social-
ist slogan of the existential demands of the moment is elevated to the status
of an objective value. The irrational is rationalized. Indeed, the real political
demands of the day become rational because they are transposed into ultimate
axioms in Rickert’s hierarchy of values.
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Cultural values. The values that define value relevancies do not express
merely personal or subjective preferences. They articulate general norms,
recognition of which is required of all members of a community. Rickert
calls these norms "cultural values." Culture, the universe of cultural values,
is the logically required subject matter of the historical sciences, which Rick-
ert christens as the cultural sciences: the disciplines that investigate the
meaning of reality insofar as it is constituted as historical individuals defined
by reference to cultural values (Rickert 1986, pp. 82-83).

Objective validity. Finally, the cultural values that define value relevan-
cies must be "objectively valid," binding upon everyone, regardless of histor-
ical variations in world-views, ideologies, and conceptual schemes. The ap-
preciation of these variations and the understanding of their potentially rela-
tivistic consequences are not recent developments and did not depend upon the
appearance of the jargon of postmodernism. The reception of the writings of
Nietzsche and Dilthey, the crisis of historicism, the inception of Lebensphi-
losophie, and the furious responses to these developments on the part of the
German philosophical establishment demonstrate that current debates over
relativism are largely a reprise of a controversy that began roughly a century
ago, with concepts, doctrines, and arguments repackaged and simplified for
the contemporary mass retail market in intellectual goods.

Following the logic of Kant’s metaethics, Rickert argues that values qual-
ify as objective only if they are unconditionally valid. Objective values
should not be confused with values that everyone accepts, even if this de fac-
to commitment is historically and culturally universal. Nor should they be
conflated with values that are entailed by norms that everyone acknowledges.
The validity of objective values is based on a categorical requirement that is
independent of both the empirical maxims expressed in de facto commitments
and the hypothetical imperatives expressed by norms.

We must not only assume that certain values are in fact acknowledged
by all the members of certain communities; we must also assume that
the acknowledgment of values in general can be required as indispens-

6 In his Die Philosophie des Lebens, Rickert flays Nietzsche, Simmel, Berg-
son, and Scheler as the advocates of a new, fashionable, destructive, and ul-
timately nihilistic relativism. For Windelband and Rickert, Nietzsche was the
new Mephistopheles of German thought, a seductive and dangerous poet-
philosopher. On Rickert’s response to this development in German philoso-
phy, see GIUGLIANO [1987, 1996].
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able for every scientist, and thus that the relation of unique and indi-
vidual reality to some values that have a general validity that is more
than empirical is necessary. Scientific necessity can be ascribed to a
historical representation only under this condition (Rickert 1986, pp.
105-106).

Because cultural values express "purely human value positions” -- de facto
value commitments, the subjective validity of which is not diminished by
the consideration that they may be the product of a universal consensus -- the
cultural sciences depend upon a transcendental presupposition: namely, the
requirement that "some values are unconditionally valid and that all human
value positions stand in a more or less proximate relation to them that is de-
fined as more than capricious. If this were not so, purely scientific history
with a value-relevant, individualizing concept formation could never be writ-
ten" (Rickert 1986, p. 205).

Rickert emphasizes that this presupposition is purely formal. It does not
entail the objective validity of any given cultural value, regardless of its uni-
versality or the strength of the consensus on its validity. However, he also
insists that such a formal requirement is sufficient to solve the problem of
the possibility of historical knowledge. Suppose that "some values or other
are absolutely valid,” even though the question of which values satisfy this
condition remains open. And suppose also that the cultural values that define
value relevancies approximate these objective values more or less closely. In
that case, the problem of the axiological bases of the cultural sciences -- the
elimination of subjectivity and contingency from value relevancies -- is
solved. Rickert summarizes his case in the following terms.

For suppose that at least some values or other are absolutely valid.
And suppose that, in consequence, substantively embodied and norma-
tively general human values objectively approximate them more or
less closely. Then human cultural development also has a necessary
relation to unconditionally valid values. As a result, the attempt to
establish knowledge of the unique process of history with reference to
normatively general values can no longer be regarded as a product of
mere caprice (Rickert 1986, p. 205).”

7 Notwithstanding Rickert’s usual caveats concerning the exclusively formal
import of his statements on the objective validity of values, it seems that
there are certain privileged cultural values that he elevates to this sublime sta-
tus. See, for example, his judgment on the indubitable cultural significance of
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IV. From the Critique of Metaphysics
to Scholasticism

Although Rickert’s main foil in Die Grenzen is positivism, he also re-
jects metaphysics as a basis for the historical sciences. In Rickert’s view, the
definitive feature of metaphysics is the premise of ontological dualism: the
postulate of two worlds, an authentic or absolute reality that transcends con-
sciousness and an ontologically inferior world of phenomena that are objects
of consciousness. Although the two worlds are connected by a process of
representation, emanation, or reflection, the phenomenal world is an imper-
fect realization of the world of true being (Rickert 1915a, pp. 117-19; 1986,
p. 208).

For Rickert and his contemporaries, German idealism as developed by
Wilhelm von Humboldt, J. G. Droysen, and, above all, Hegel was the para-
digmatic expression of a metaphysical conception of history. In Rickert’s in-
terpretation of this tradition, history is a series of stages in which a compre-
hensive plan is progressively realized in accordance with an inevitable logic
of development. Historical events are manifestations of the ideas or concepts
from which they are derived. This process of derivation is both logical and
ontological. Because the concepts of absolute reality are epistemic grounds of
historical phenomena or conditions for the possibility of historical knowl-
edge, knowledge of history is a deduction of historical events from concepts.
Because concepts are ontological grounds of historical events or conditions
for the possibility of historical existence, they are also the ultimate causes of
historical phenomena. Thus historical causation is both a conceptual and a
real connection. History is an ontological and logical emanation in which

Martin Luther: "It can never occur to a historian to claim that Luther’s per-
sonality is historically unimportant" (RICKERT [1986], p. 93). Rickert con-
siders the possibility that a historian "completely alien to German and Chris-
tian social life" might regard Luther as historically insignificant. However,
he disposes of this possibility by arguing that if the alien historian under-
stood the concept of religious values, he would have the conceptual apparatus
necessary to understand Luther on the basis of the values that define "German
and Christian" historiography. Thus even for the alien historian, there is a
sense in which the cultural value of Luther’s personality would retain its ob-
jective validity (RICKERT [1986], p. 200).
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historical events are produced and entailed by a single, unified conceptual pro-
cess.

Rickert argues that history as a science is impossible on these assump-
tions. A metaphysics of history rules out a solution to the basic problem of
concept formation in history. This is the problem of identifying a principle
of selection: Given the infinite complexity of reality, how can historically
significant entities be differentiated from historically irrelevant and axiologi-
cally indifferent phenomena? On the premises of a metaphysics of history,
this question has no answer. If the empirical world is the emanation of abso-
lute reality, every empirical phenomenon is equally necessary for the realiza-
tion of true being. In that case, every historical event has the same meaning.
If all historical events are merely stages in the realization of the absolute,
then every historical individual has the same significance. This means that no
historical individual has any significance. Since historical entities are defined
by reference to their differential meaning, historical individuals would no
longer be possible. Historical concepts that distinguish historical individuals
both from one another and from the historically indifferent manifold of reality
could no longer be formed. As a result, Rickert concludes, "history no longer
exists" (Rickert 1986, p. 213). It follows that history is possible only on the
basis of nonmetaphysical premises. For Jakob Burckhardt, a metaphysics of
universal history that reconstructs a total process, ultimately leading to the
realization of some final end or purpose, was laughable. For Rickert, it was a
logical impossibility.

Although Rickert rejects the old metaphysics of Hegel and German ideal-
ism, his own strategy for solving the problem of historical knowledge by
positing a domain of objective values revives an even older metaphysics. In
basing historical knowledge on ahistorical values to which he ascribes a su-
per-validity that is not of this world, Rickert goes beyond Hegel and further
back --not back to Kant, but to scholasticism: Reality is anchored in a time-
less and transcendent teleology of objective values (Wagner 1987).

In the Rickertian scheme of things, the world cannot be reduced to reality.
In addition to realities, subjects and objects that exist, there are values that do
not exist. In Rickert’s world, only real things exist: subjects or persons who
take positions on values and the objects to which values are ascribed. But if
values do not exist, it what sense can it be said that there "are" values? What
does it mean to say that a value is something that is "not nothing" even
though it does not exist (Rickert 1921, p. 12)? Rickert’s answer to these
questions is not easy to follow. The domain of values is not existence, but
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validity. Put another way, if, contrary to an important tradition in 20th cen-
tury philosophy, existence and validity are understood as predicates, then only
existence can be predicated of realities and only validity can be predicated of
values. Because it can be said that values are valid or invalid, but not that
they exist, the question of their existence is absurd. Values form "an au-
tonomous sphere that lies beyond subject and object” (Rickert 1910, p. 12).
Objective values obtain independent of all actors and acts of valuation. They
are axiological objects (Wertobjekte) that hold validly even if their validity is
acknowledged by no one. This is the sense in which "nonreal values obtain
as an autonomous domain in opposition to all real objects, which also form
an autonomous domain" (Rickert 1921, p. 114)8

Rickert’s repudiation of metaphysics is based on an elaborate metaphysi-
cal conceit. The unconditionally valid values that provide the foundation for
the cultural sciences are distinguished from the cultural values on which his-
torical actors take a position only by postulating a realm of timeless and
transcendent objective values. Thus Rickert rejects the old metaphysics of
Hegel and reintroduces an even older metaphysics of scholasticism under a
new name: the project of constructing a system of values. The definitive fea-
ture of the old metaphysics remains: the dualism of an empirical world and a
hidden, privileged, and more authentic world. In Rickert’s thought, the higher
world is axiologically rather than ontologically privileged. His metaphysics
postulates transcendent values rather than transcendent beings.

V. From the Critique of Historicism to Decisionism

The historical turn that embraced the various historical schools in 19th
century German thought -- from theology and philosophy to jurisprudence,
economics, linguistics, folklore, and musicology -- has aptly been character-

8 Because reality and values jointly constitute the world, there must be some
sense in which there are values, even if this sense does not entail existence.
This reasoning leads Rickert, the champion of "scientific philosophy," to
indulge in quasi-oracular utterances, such as the claim that "there are objects
that exist and objects that do not exist" (RICKERT [1921], p. 116). On the
problems posed by Rickert’s conception of values, see SEIDEL (1968) and
OBERER (1987).
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ized as a "historization of history": the repudiation of ahistorical and meta-
physically grounded models of the historical process and the rejection of the
premise that history is a function of timeless laws of change that transcend
history itself. The mind transposed all of existence into history and finally
translated itself into a historical artifact. This result defined a new historical
consciousness in two senses: a consciousness of existence as historical and a
reflexive consciousness of reason itself as a product of history. In the final
analysis, historical consciousness was the knowledge of its own limits and
contingency: the self-knowledge of reason as circumscribed by history
(Schnidelbach 1983).

In opposition to historicism, which holds that history defines the limits
of reason, Rickert argues that history as a science is possible only if reason
defines the limits of history. By historicizing all values, historicism denies
the premise on which the possibility of historical science depends: the tran-
scendental assumption that there are values the validity of which is indepen-
dent of the contingencies of history. Rickert did not vacate the temple of
German idealism in order to rebuild on its site a "glass house of relativism"
(Rickert 1986, p. 222). In the introduction to Die Grenzen, he contends that
a consistent historicism would "end in relativism, even in nihilism" (Rickert
1986, p. 18). Historicism is relativistic because it entails that the validity of
all values is subject to the caprice of history. As a result, no value can be
more or less valid than any other. It is nihilistic because the historical con-
tingency of all values negates the presupposition on which the objective va-
lidity of any value can be established: the possibility of values the validity of
which transcends history. A historical science of culture is grounded in value
relevancies that are ultimately defined by objective values. This means that
historical science is possible only by determining the limits of history. The
boundaries of history can be defined only by premises that are independent of
the process of historization, and thus lie outside history.

In the same way that the Enlightenment required a critique of theoretical
reason that established the limits of concept formation in natural science, the
historicist enlightenment required a critique of historical reason that would es-
tablish the limits of concept formation in historical science. However, that
critique could not be produced by employing the logic of the historicist en-
lightenment itself: namely, by combatting historicism with its own weap-
ons. A critique in the older, Kantian sense was necessary: an inquiry into the
metahistorical premises on which the possibility of historical knowledge de-
pends. This meant that it was necessary to fortify a domain of reason that is
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located beyond history. Thought is not exhausted by the historical conscious-
ness. On the contrary, historical consciousness is possible only on the basis
of a transcendental consciousness that defines the limits of history.

In order to escape the consequences of historicism, Rickert introduces an
absolute distinction between values and reality and posits a realm of ahistori-
cal objective values. However, he also maintains that there are different types
of value that form distinctive value spheres and structure reality on the basis
of quite different principles. These value spheres constitute different "worlds."
The pragmatic world of everyday life is not "the world, but rather merely one
of the possible worlds, in addition to which others are equally possible"
(Rickert 1921, p. 8). Pragmatics, science, ethics, aesthetics, and religion
form distinctive orders of value. On their basis, human beings construct dif-
ferent worlds by drawing the distinction between what is significant and what
is not in different ways.

Rickert argues that there is no final principle, independent of these vari-
ous spheres of value, by means of which choices among them can be made.
Choices among value positions taken in different axiological spheres and de-
cisions about the relative validity of value claims made on the basis of differ-
ent orders of value cannot be justified by universal principles of value, be-
cause there are no such principles. These issues are decided by subjective
value judgments. Rickert leaves the choice among ultimate values and value
spheres to the personal dispositions of the individual. If such a choice has
any basis at all, it is grounded in the individual’s own "personal and extrasci-
entific or suprascientific character" (Rickert 1921, p. 407).

All of which is to say that Rickert’s system of objective values entails a
decisionistic conception of value choices. In the metaphorical language made
famous by Max Weber, each of the value spheres of modem culture is ruled
by its own gods or demons, the divine or diabolical powers that hold sway
over the various axiological orders of life. Because of the polytheism of val-
ues and the war of the gods of culture, there is an "irreconcilable conflict" and
an "eternal struggle” among the various spheres of value. This is why the in-
dividual must choose among ultimate values and decide, not infer or deduce,
"which is God for him and which is the devil." As a personal decision, this
choice is binding only on the individual, and only because it expresses his
"ultimate standpoint” (Weber 1946, p. 148).

"Two paths are open,” Weber observed: "Hegel or -- our way of handling
things" (Schluchter 1996, p. 227 n. 9). Hegel’s way was the metaphysics of
history, which Rickert rejected. Weber’s way was to accept historicism and
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the war of the gods. Rickert attempted to find a third way: to steer a course
between the dead sea of metaphysics and the shifting shoals of historicism on
which all navigators were doomed to destruction. Rickert’s third course
proved to be an illusion. His system of values led in two directions. The the-
ory of objective values ends in metaphysics. The theory of autonomous value
spheres ends in decisionism. Thus did Rickert unwittingly embrace the mutu-
ally inconsistent positions of his enemies.
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Chapter 4
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1. Scheler
2. Mannheim

IV. Open Questions
1. On Cognition Theory
2. On Moral Philosophy
V. Closing Remarks

I. Introduction

When Earle Edward Eubank visited European sociologists in the summer
of 1934, he held conversations with Hans Freyer, Franz Oppenheimer, Wer-
ner Sombart, Ferdinand Té6nnies, Alfred Vierkandt, Alfred Weber and Leopold
von Wiese in Germany and with Othmar Spann and Erich Voegelin in Aus-
tria. They were asked to appraise and define their attitude to a number of Ger-
man speaking sociologists and also, primarily, to name those authors who,
for them, were the most significant. Including the nine taking part in the
conversations with Eubank, the talk turned to some 36 sociologists from
German-speaking countries. From today’s point of view, one of the remark-
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able outcomes of this lay in the fact that Max Scheler and Karl Mannheim
were each mentioned only once during the talks: Max Scheler by Alfred
Vierkandt, who gave Scheler’s work and influence a positive rating, and Karl
Mannheim by Leopold von Wiese, who assessed him very affirmatively. !

What Scheler and Mannheim have in common is, of course, not lim-
ited to these circumstances. The relationship established between them
in the title of this article is in no way an artificial one, and this is par-
ticularly demonstrated by the fact that Mannheim’s first article that
distinctively dealt with sociology of knowledge, “Das Problem einer
Soziologie des Wissens” (1925) [“The Problem of a Sociology of
Knowledge], reads like a detailed critique of Scheler’s treatise “Proble-
me einer Soziologie des Wissens” [“Problems of a Sociology of
Knowledge “1?» which had just appeared for the first time in 1924.
Moreover, in the Prager Presse in 1937, Mannheim characterised
Scheler’s book Die Wissensformen und die Gesellschaft [Forms of
Knowledge and Society ] from the year 1926 - along with some others
- as a work of “revolutionary significance”.3 There were still, how-
ever, definite characteristics common to both authors, of which only
two are to be especially highlighted here: a certain disquiet and striv-
ing after a compensation for and reconciliation of the heterogene.

Although, initially, Scheler stood under the influence of his neo-idealistic

mentor Rudolf Eucken, after his meeting with Edmund Husserl (1901) he
subscribed to the phenomenological method, which, however, he soon arbi-
trarily refashioned and, in doing so, he held himself open all the time to the
influences of the life-philosophy of Wilhelm Dilthey and Henri Bergson.
Again, Mannheim at the start stood close to Georg Lukics and the Budapest
Marxists coming over from Idealism, without, indeed, later sharing their Bol-
shevistic leanings; rather was he to show himself, in his thinking, increas-
ingly associated with the sociology of Max Weber as well as with pragmatic
American philosophy. If, as with his scandal-enshrouded liaisons with wom-
en and love affairs, Scheler experienced a series of transformations and “turn-

1

Cf. DIRK KASLER: Soziologische Abenteuer, pp. 35f., 72 and 162,

2 This treatise appeared first as an introductory part of the collected work

3

Versuche zu einer Soziologie des Wissens [Essays on a Sociology of Science)
(Miinchen 1924) commissioned by the Cologne Research Institute for Social
Sciences. It was then incorporated by Scheler in the first edition of the book
Forms of Knowledge and Society in 1926.

Cf. KUuRT H. WOLFF: “Karl Mannheim”, pp. 342f.
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ings” in his basic religious bearings, in consequence of which he arrived at a
pantheistic metaphysic, so too is Mannheim’s thinking stamped, above all,
by changes in attitude connected with emigration from Hungary to Germany
and later from Germany to Great Britain. He moved ever more from being the
contemplative analyst of philosophies of life to being the apologist for what
was characterised by him as a “planned State” and this was on the basis of the
experimental style of pragmatic philosophy as well as of having regard for
Europe’s social-political traditions.* After 1933, the consequence was, for
Mannheim, a fundamental transformation of the questions to be posed. If he
was asking, in his German period, how one can be fair to the Mind in its un-
predictability and inexhaustibility even when showing most ruthlessly its
relativity throughout Society, so, for him, in his English phase, the question
was to a large extent how Society itself is to be saved, from which, ultimate-
ly, even the possibilities of an intellectual conduct of life are inseparable.

If gradually a balance between the intellectual and the social came to pass
with Mannheim, so, with Max Scheler, towards the end of his life, the wish
was expressed for a reconciliation of the heterogeneous tendencies, within the
intellectual and the social spheres also. In the essay “Der Mensch im Weltal-
ter des Ausgleichs” [ “Mankind in the Age of Adjustment”] in 1927, Scheler
summarised his discussions of basic historical-philosophical ascendancy and
descendancy theories as follows: “If I had to inscribe one name on the door of
the age that is approaching, which should reflect the comprehensive tendency
of this era, then it seems to me that there is only one suitable one - it is
called ‘Adjustment*.”S This adjustment, according to Scheler affected natural
as well as intellectual differences: racial tensions, mentalities, male and fe-
male casts of mind, capitalism and socialism, upper and lower classes,
civilised and primitive peoples, technical science and education in the human-
ities, economic and intellectual interests as well as the various one-sided ideas
about Man or the images of Man.® According to Scheler this tendency to-

4 Mannheim worked at the London School of Economics. This University

School was a creation of the Fabian Society and, in accordance with the
wishes of its founders, it was supposed to be demonstrated here that science
can give directive rules to policy. After the Second World War, a new State
and a new Society was supposed to be built. Salvation was to be expected
from planning and Mannheim, too, probably tried to conform to this expec-
tation.

5  MAX SCHELER: Spdte Schriften, p. 151.

6 Cf. ibid., p. 152.
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wards adjustment is Mankind’s inescapable destiny. It is nevertheless the task
of the Mind and the Will to direct this adjustment, so that it is commensurate
with a development of the values of the specific individual and social type.’
Scheler’s endeavours are very similar to the efforts of Emst Troeltsch for a
“cultural synthesis” and it was not for nothing that he was consequently also
described as the “Philosopher of the Synthesis” or of the “third way”.8 Mann-
heim’s attempt, yet again, consisted in substantiating evidence of a compati-
bility of epistemological and of sociology of knowledge questioning, and
thus to show how the repute of the question of truth is not brought into
doubt by so doing, that the cultural significance or “validity” of assertions are
perceived in their dependency on social data. In his English period, moreover,
Mannheim strove for a compromise or - expressed more circumspectly - for a
proof of the complementary nature of two other orientations: the principles
of democracy and of planning. Thus, he concluded in his book Mensch und
Gesellschaft im Zeitalter des Umbaus [Man and Society in an Age of Recon-
struction): “We can perhaps say that it [...] is indeed impossible to come to a
compromise between the old principle of ‘laisser-faire’ liberalism and plan-
ning but, that notwithstanding, planning and democracy are not only compat-
ible with one another but mutually complementary”.%

The efforts of Scheler and Mannheim, which are traceable in their books,
for a synthesisation of one-sided or seemingly one-sided positions represents
a reflection upon wholly determinist contemporary ways of thinking. The ad-
vocates of the historic humanities as a body were, up to the end of the first
World War and then yet again until 1933, tied to general conceptions of State
and Society, which subsequently seemed to be overtaken by a reality of a
completely different kind. Hence, Scheler’s and Mannheim’s “syntheses” are
likewise not simply eidetic imaginative conceptual collages but rather com-
binations or resultants of alternative maxims for action. Sociology, which af-
ter the first World War had risen to an intellectual height that had to be reck-
oned with, had made great efforts to look for answers to the questions of the
day, which were exercising the minds of the general public. So it turned to
that science from which one expected that it would make possible the clarifi-
cation and orientation, which had previously been sought in the humanities.

7 Cf. ibid.

Cf. with this WALTER L. BUHL: “Max Scheler”, p. 190.

9  KARL MANNHEIM: Mensch und Gesellschaft im Zeitalter des Umbaus, p. 423;
cf. original, p. 364.
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Even the sociological works of Scheler and Mannheim were seen as a contri-
bution to the theory of social practice, which should make it possible to
transform the world of ideas by act of will and, therefore, if need be, to under-
stand syntheses of images of the world as syntheses of behaviour and to carry
them over into new forms of integrated activities.

II. Sociology of Knowledge

After 1918, Sociology was the place in Germany where the humanities,
which had fallen into a crisis with their unsolved problems were raised into
consciousness. On the one hand, its interest was applicable to modern soci-
ety, while the historic cultural sciences were looking at the past and, on the
other, it made the boundaries of the humanities themselves visible to a cer-
tain degree. It was precisely for the reason that it seized on current social and
cultural questions, which the humanities did not even pose, that it gained
self-confidence and a certain reputation in society. The sociology of knowl-
edge is an excellent example of that. If conventional philosophy was com-
mitted to positivism, formal apriorism, material apriorism and historicism,
in connection with which a real absence of relationships was presupposed,
between the systematic orientation of the philosophy and the historic view of
social events, between therefore, in the narrower sense, the theoretical and the
historico-empirical domains, then the modern sociology of knowledge orien-
tation seemed to be able to leap this boundary. Hence, the decisive argument
between material apriorism, that is Max Scheler’s doctrine of values, on the
one side, and the historism, as it was represented, after Dilthey, in a simply
exemplary manner by Karl Mannheim, did not end up in a basic clash of al-
ternative viewpoints but in debates about under what historico-social operat-
ing conditions invariant human needs and the value orientations, correspond-
ing to them can adopt quite differing forms of being realised or of themselves
being transformed in their essence. The problem, inherent in this debate, of
the relationship between socio-cultural stratification and experience of reality,
between a place in society and a perspective view of things as they are, be-
came both for Scheler and for Mannheim the object of the demonstration
analysis of the sociology of knowledge. Mannheim furnished it with the
name of “Relationism” and tried in this manner to demarcate it from a gnose-
ological relativism.
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1. Scheler

It is not easy to isolate Scheler’s sociology of knowledge from his teach-
ings on the philosophy of life. A critique as to the limited meaning of the
concept of science underlies it, as it is presupposed in Comte’s three-phase
model of the history of the mind’s development in mankind. What the latter
had endeavoured to prove as a sequence of styles of thinking in the course of
history, - religion, metaphysics, positive science - is seen by Scheler as a
simultaneously provable expression of “forms of knowledge”; and as far as it
touches on the specific leading sector of social development, the factors of
blood, power and economy are predominant in the course of human history,
according to Scheler. Concerning this, though, there will be still something
further to say below.

Regarding the co-existing forms of knowledge, to judge the development
of knowledge of the whole of humanity according to a minor stretch of curve
in the development of modern western countries appears to Scheler to be a
presumptuous and untenable positivist idea. Thus Scheler shows that he is
impressed by Wilhelm Dilthey too, when the latter points out in his typol-
ogy of philosophies that, - like the case of Kant’s three faculties of the soul,
understanding, reason and discernment - three diverse forms of rationality cor-
respond to the philosophical orientations of “Naturalism”, of the “Idealism of
Liberty” and of “objective Idealism”.10 Like Dilthey, Scheler too is of the
opinion that what is called “cognition theory” pays heed to only one kind of
cognition, namely that of positive science. For that reason an analysis of dif-
ferent forms of knowing or thinking is needed, in which, though, “the unity
of the idea of knowledge must not be lost on account of the new discoveries
of the kinds and forms of knowing and perceiving”.!! Thus, according to
Scheler, knowledge has to be defined without a particular kind of this knowl-
edge being used in the definition. For knowledge is, for Scheler

a circumstance of being - and one, at that, which presupposes the
forms of being of the whole and the part. It is the condition of the par-
ticipation of an existent being with the being per se as it is of another
existent being, by which no kind of alteration of any description is
sown within this being as it is. The “known” becomes “part” of that

10 Cf. with this WILHELM DILTHEY: Weltanschauungslehre, pp. 19-22 and pp.
100-118.
11 MAX SCHELER: Die Wissensformen und die Gesellschaft, p. 201.
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which “knows”, without, though, moving from its position in any
respect while doing so or becoming otherwise changed at all.12

With these definitions of knowledge Scheler constituted his doctrine of
the Perspectivism or Aspectual Character of “forms of knowledge”.

In a certain way analogous to Dilthey, Scheler outlined his own three-
membered typology of knowledge, which one may, with good reasons, call a
typology of cognition interests. In diverse dissertations he drew a distinction
between the awareness of salvation or redemption, awareness of having been
cultured and awareness of accomplishment and power.!3 There are, according
to Scheler, three wholly differing motives (to wit, self-affirmation by surren-
der to a Higher Power - wonder, - an aspiration for power and ambition to
command), three different origins and methods of acquiring knowledge ( the
charismatic leader’s divine contact - thinking ideas out - inductive and deduc-
tive conclusions), three different leadership model types (homo religiosus -
mentor - researcher and technician), on which these three orientations of
knowledge are based.!4 Scheler, moreover, is at pains also to point out spe-
cific forms of these three forms of knowledge’s developmental movement and
of the disciplines appropriate to them and, further, the different basic social
forms, in which the acquisition of knowledge and its preservation are pre-
sented, their different functions in human society as well as, finally, their di-
verse social origin, arising from classes, occupations and social groups.!’

According to Scheler, each of the major spheres of culture has developed
in their history up to now one of the three sorts of knowledge in a specifi-
cally concentrated manner: in India it has been the lore of redemption and the
vital psychic technique of Man’s winning power over himself, in China and
Greece the knowledge of education and in Western lands, since the beginning
of the 12th Century the knowledge of the working of the constructive techni-
cal sciences.!® In a manner typical of him and reminiscent of Ernst

12 Idem, p. 203.

13 Cf. MAX SCHELER: idem, pp. 65-67 and p. 205 as well as Spdte Schriften,
pp. 75-84.

14 Cf. MAX SCHELER: Die Wissensformen und die Gesellschaft, pp. 68f.

15 Cf. idem, pp. 69-123, and MAX SCHELER: “Die positivistische Geschichts-
philosophie des Wissens und die Aufgaben einer Soziologie der Erkenntnis”,
pp. 61-66.

16 Cf. MAX SCHELER: Die Wissensformen und die Gesellschaft, p. 125 and p.
210.
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Troeltsch’s “cultural synthesis”, Scheler pointed out that, at that juncture,
mankind’s entire potentiality for cognition, and thus integral knowledge,
would only be revealed with the union of the European and the Asiatic cul-
tures of knowledge.!”

Scheler enlarges the co-existence of types of knowledge systems by the
proof of a sequence of the primacy of active factors in the course of the his-
torical development which was established by using the resources of histori-
cal sociology. Thereby the moot question concerns a three-phase model of the
universal history, which endeavours, on the one hand, to integrate the con-
ceptions of the main representatives of the three major trends and, on the
other, to historicise them: the conceptions of the “racial nativism”, of the
“politism” and the “economism”. Gumplowicz and Gobineau here, the Ran-
keans and their successors there, and, then, Karl Marx and the socialist social
theoreticians - all, according to Scheler, representing a biased orientation of
universal history. With them, for the most part, there an effective assump-
tion that the active factor of the historical development, seen by each as inde-
pendent variables, always has the same causal significance for the entire pro-
cess of history. Against that, Scheler established:

In the course of history, there are no constant independent variables
among the three highest main group of real factors - Blood, Power and
Economy - but there are, notwithstanding, laws on the ranking of the
specific primacy of their inhibiting and dis-inhibiting effectiveness in
the history of the intellect, i.e. there is for each a differing law on
ranking for specified phases of the course of a culture’s history.!8

Scheler sees - like Gumplowicz, Weber and Marx - the connection be-
tween demographic-ethnic, political and economic conditions, on the one
hand, and cultural evaluations and intellectual formation on the other. He
does not want, however, to be satisfied with the proof of correlations between
the two classes of events but wants rather to know how to comprehend this
framework of “realistic factors” and “idealistic factors” as conditions of effec-
tive agency, under which the values, conceived by him as absolute, develop
in their concrete and very multifarious form.

Alongside the proof of the real factors it is the ethos in particular that
supplies, for Scheler, the point of approach for his historical-sociological as
well as for his anthropological analysis. This idea encompasses those biolog-

17 Cf. idem, pp. 135-158 and pp. 210f.
18 Idem, p. 44.
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ical-behavioral components, which are being examined today by ethology and
which - as Walter L. Biihl has remarked - was labelled by Scheler with the
term “drive”, which has given cause for constant misunderstandings; the idea
encompasses, as well, the cultural components in the sense of a value-orien-
tated behaviour.!® As far as the culture is concerned, we stand, according to
Scheler, within the framework of fixed environmental structures and collec-
tives, inasmuch as our behavioural patterns for generations have been widely
handed down to us and in this manner have become second nature. It is
equally as valid to connect these empirical ideal factors and the empirical real
factors now to the world of the values already assumed from time to time to
be invariable as well as to the logical and axiological principles. Scheler,
therefore, is no gnoseological relativist in the sociology of knowledge but -
entirely within the meaning of the designation later formulated by Karl
Mannheim - a gnoseological “relationist” and he is, in the doctrine of values,
a representative not of the axiological relativism, but doubtless for all that of
occasional relativism,

Scheler’s view that, behind every transformation of the images of the
world, such a thing as proof of the conditions for their creation and of the
cultural significance of each of them is feasible can be admitted to only if it
presupposes the binding force of invariable logical principles and rules. He,
who even in his later work developed a typology of five basic anthropologi-
cal ideas?0, already gave early voice to its science-friendly relationism as a
sociology of knowledge:

The images of the world may revolve ceaselessly along in the stream
of the times but the design laws for the begetting of these images
stand firm. The notion of an image of the world common to the his-
toricz;l1 humanity has gone to the grave along with Grecian knowl-
edge.

According to Scheler, the actualising factors of the natural world, but also
of the historico-social world, in respect of the logical-noological principles
and laws assumed as pre-existent for each and every cognisance of matters of
fact or values, - these factors possess only a relevance of facticity; a relevance
of truth is not part of these factors. Thus in the scientific world, the manifold
empirical conditions determine solely the ‘to be’ or ‘not to be’ of images of

19 Cf. WALTER L. BUHL: “Max Scheler”, p. 202 f.
20 Cf. MAX SCHELER: Spdte Schriften, pp. 124-144.
21 Cf. MAX SCHELER: Friihe Schriften, p. 361.
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the world, of society and of mankind, and this is true both for their
“descriptive and for their normative content,

In the analyses of the sociology of knowledge, which he devoted to the
normative conceptions or to the “currently established philosophies of ways
of looking at the world”22 as he called them, it ought not in his view be a
matter of tearing sociology apart into two sections, a “ sociology of the ac-
tual” and a “sociology of the culture”. Scheler wanted much more to compre-
hend ideas, in the way Max Weber did, as “switchmen” of the interests,23
and, as a consequence, the task of the sociology of knowledge can consist in
the following in regard to its normative content: in the -

Examination of the entity and action, valuation and behaviour of Man,
which are, in the main, intellectually conditioned and directed at intel-
lectual i.e. ‘ideal’ ends - and [in the] examination of the mainly in-
stinct-driven actions, valuations and behaviours (the drive to propa-
gate, the drive to feed and the drive for power) and, at the same time,
at the action, valuation and behaviour intentionally aimed at actual al-
teration of realities according to their social determination.24

Scheler holds, however, that, by a ‘sociology of knowledge-based’ recon-
struction of actions and valuations, it is a matter not only of reference to sub-
jective value attitudes, collective traditions and patterns of behaviour, but
rather a matter of these themselves , in their turn, being equally in reference
to an intellectual world of transhistorical values as the empirical forms of
knowledge and images of the world are to a transhistorical logical-noological
world. This specifically intellectual world now determining it for the attribu-
tion of qualitative value, has, however, no creative power whatsoever its na-
ture. In connection with this, Scheler introduces the image of the “lock”,
which for quite definite empirical active factors - natural or cultural - reads:

The ‘fatalité modifiable’ of the actual history, therefore, in no way
determines the positive content of meaning of the works of the intel-
lect, but it probably obstructs, disinhibits, retards or accelerates the ac-
tion and actualisation of their meaningful content. To employ an im-

22 Cf. for example MAX SCHELER: Schriften zur Soziologie und Weltanschau-
ungslehre, p. 23.

23 Cf. MAX WEBER: Gesammelte Aufsitze zur Religionssoziologie, Bd. 1, Tii-
bingen (J.C.B. Mohr [P. Siebeck]) 1920, pp. 252f.

24 MAX SCHELER: Die Wissensformen und die Gesellschaft, p. 18.
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age: - it opens and closes in a fixed manner and order the lock-gates of
the intellectual current.2

As has still to be indicated later, the assumption in question by Scheler of
an ideal world of values and norms is of outstanding significance for the spe-
cific character of his analyses of time diagnostics.

It has not been the complete rejection by Scheler also, in union with Dil-
they, of a monistic conception of reality, and thus an epistemological “phi-
losophy of absoluteness”, which, as a consequence, brings about a deprecia-
tion of our standards of cognition. It is not Dilthey’s differentiating out of
three basic types of philosophy and Scheler’s of three fundamental forms of
knowledge that has undermined the criteria to be found in our knowledge of
the world and of our selves and led to an attitude of gnoseological relativism.
It was only in the course of further discussion regarding German sociology of
knowledge, with a social cast of all forms and content of thought coming un-
der the review, that the problem of historical and cultural relativism within
the framework of the doctrine of cognition was allowed to become virulent.
This second degree historicism, that had also endeavoured to identify as “en-
tity-dependent” those noological assumptions, which allow the relativity of
results of cognition and their contingent validity to be determined, ought to
be brought, first of all, into close connection with the sociology of knowl-
edge of Karl Mannheim, - though this is also probably contrary to the actual
intention of its author.

2. Mannheim

Karl Mannheim’s work is a paraphrase of the historism theme and simul-
taneously a disputation with its central substance. Already in his article on
“Historism” in 1924, the problem of of the whole and the parts, as well as of
Relativity and Relativism move into the foreground of the studies under the
titles “Situation-dependency” and “Perspectivism”. The subject of the histo-
rian, according to Mannheim, is only accessible at all from different view-
points and can organise itself for a human consciousness only in terms of
perspectivism. Nevertheless, it does not resolve itself into the different im-
ages that are possible for it, since one perspective, insofar as it is correct, is
verifiable also from the other perspectives. Mannheim took up these ideas

25 Idem, p. 40.

89



KARL ACHAM

again in the treatise “Das Problem einer Soziologie des Wissens” [“The Prob-
lem of a Sociology of Knowledge" ] (1925) in which he reveals that he is un-
able to share that fear, which the contemporary thinking was expressing to-
wards Relativism:

For us a ‘Relativism’, which makes the matter difficult, in that it
thrashes out all those factors, which argue for the partiality, entity-
bound nature of a from time to time attainable assertion, is preferable
to that ‘Absolutism’ which, to be sure, proclaims on principle the
absoluteness of its own standpoint or of the ‘Truth per se’, but is de
facto at least just as partial as any of its opponents, and what is
worse, in its theory of cognition, does not even know how to begin
with the problems of the time- and entity-bound nature of the concrete
thinking in question and does not see how this entity-bound nature
projects into the structure and forms of movement of knowledge.26

In the passage just mentioned, just as in the article “The Sociology of
Knowledge”, which, from the third edition on of Ideologie und Utopie forms
the fifth chapter of this book, Mannheim is concerned above all to set the so-
called structural aspect i.e. “the way one views a thing, what one compre-
hends by it and how one construes for oneself the content of a matter in
thought”,27 in a relationship with the currently dominant “philosophical sys-
tem”, with the historical political data, but also particularly with the position
of the onlooker within the social structure. Mannheim called this methodical
reference to a historical-social and cultural situation “Relationalising”, while
he called the proof of the limited validity of statements by reference to a defi-
nite situation of such a type “Particularisation”. These are the basic concepts
of the sociology of knowledge, which in his lecture on “The Present Tasks of
Sociology: its Teaching Content” at a conference of university lecturers in
sociology in February 1932, Mannheim characterises as a program of re-
search, “which looks into those propositions, which are particularist views of
definite standpoints despite their absolutised form of statement”; by it, he
also means that it can “lead to an extremely fruitful revision of our knowl-
edge of the humanities and of social science.”?8 As a special discipline, the
sociology of knowledge has two areas of research: the teaching of ideologies
and the sociology of knowledge in the narrower sense of the word. While the

26 KARL MANNHEIM: Wissenssoziologie, p. 311.
27 KARL MANNHEIM: Ideologie und Utopie, p. 234.
28 KARL MANNHEIM: Die Gegenwartsaufgaben der Soziologie, p. 18.
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teaching of ideologies “[has] to reveal all of the conscious and unconscious
lies and faulty interpretations, with which everyday popular sociology and the
political and non-political groups bemuse themselves and each other”??, the
sociology of knowledge wants “to work out, far beyond the conscious and
half-conscious lies of everyday life and of the party groupings, that missing
constitutive approach to thinking, which is found in the sciences themselves
and for which the scientist, in the main, is not to be called on to account in
person.”30

Mannheim’s program should not result in an erosion of our standards of
knowledge, that not having been its intention, much though conjectures of
that kind were fostered by certain contemporaries, Emst Robert Curtius3! be-
ing in the van among them all. A good three years before the afore-mentioned
lecture, that is in 1929, Mannheim had written in Ideologie und Utopie [Ideo-
logy and Utopial:

there would be [...] nothing more frivolous and more wrong than to
argue somewhat as follows: Since, demonstrably, all historical-politi-
cal thought is based to a certain degree on a metatheoretical option, so
one cannot have any confidence at all in thinking per se; therefore it is
also immaterial, how one argues in theory from case to case. So
everyone ought to rely on his instinct, on his most personal intuition
or on his own interests, and decide in favour of just how it suits him.
In doing so, it could be that each one feels comfortable in his partial-
ity and, moreover, still have a good conscience as well. Such a pro-
pagandistic exploitation of our analyses should be countered by the re-
ply that there is a radical difference between a mindless commitment
to party and an irrationalism, confining itself out of mental laziness to
pure decision of the will and propaganda and a radically disturbing re-
search on objectivity, which [...] still discovers a remnant of the par-
tial and the vital in the thought structure itself.32

Like Dilthey, Mannheim too is anxious to achieve objective knowledge
in the historical transformation of phenomena, but also in the transformation
of the views of the world to be assumed for their representation and analysis,
by referring to the contingent conditions, with which their existence is inter-

29 Idem.

30 Idem, p. 20.

31 ERNST ROBERT CURTIUS: Deutscher Geist in Gefahr, Stuttgart, Berlin (Deut-
sche Verlagsanstalt) 1932.

32 KARL MANNHEIM: Ideologie und Utopie, pp. 87f.
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locked. He sought to achieve this aim through an analysis of the “entity-
bound nature” of our knowledge of the world and of one’s self, something
which of late is supposed to permit a “re-setting of the perspectives.” Mann-
heim holds that the “Relationism”33, thus pursued, ought to make it possible
to cope with the dire consequences of historic relativism. It cannot escape no-
tice that he has occasionally fallen short of the claims formulated by himself
in the putting of his program into practice.34

Ideologie und Utopie is the only book that Mannheim wrote in Germany.
With the “Relationism” developed in it, the author referred to the mutable
historico-social conditions of our images of humanity, society and the world.
All forms of knowledge are to be seen and interpreted in relation to defined
forms of social life. Everything spiritual is to be understood either as con-
cerning Ideology or as Utopian. According to Mannheim, Ideology and
Utopia are “entity-transcendent”, deriving from a consciousness, “that does
not coincide with the order of life in which it finds itself placed.”35 To give
Utopia an orientation towards elements for acting on, which do not contain at
the same time an actualised “being”, so with ideologies it is then a matter of
being paralysed at any possible time in an outmoded state of consciousness,
and thus a matter of the harmful non-contemporaneity of those left behind.
The definition “ideology” is now applied by Mannheim in a particularist
manner, in that when specified ideas of the opposing group are demonstrably
inadequate as to their “being”, it is applied totally, if the opponent’s whole
world of thought falls under this judgement:

While the particularist definition of ideology wants to address as ide-
ologies only part of the opponent’s assertions - and these only with
regard to their substance - the total definition of ideology puts into
question the whole philosophy of the opponent (including the appara-
tus of categories) and wants also to understand the categories of the
collective subject.36

Moreover, there is according to Mannheim yet a further specification of
the significance of the definition of ideology which is of importance: the ap-
plication of the definition of ideology is special, when a particular opponent

33 Cf. KARL MANNHEIM: Ideologie und Utopie, pp. 71f. and pp. 242-244.

34 Cf. to this KARL ACHAM: “Rationalititsanspriiche im Lichte von Wissens-
soziologie und Weltanschauungslehre”, pp. 94-104.

35 Cf. KARL MANNHEIM: Ideologie und Utopie, pp. 169-173.

36 Idem, p. 54; cf. also pp. 228f.
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is supposed to be made uncertain in his opinions, but general , if one has the
courage, to see not only the opposing standpoints “as ideological but, in
principle, everything, even one's own standpoint too.”3” Mannheim differed
from the Marxists in that he turns the “entity-bound nature” of ideological
thinking into the characteristic of all social thinking and logically demands
also of the Marxists that they admit the relativity of their own thinking, in-
cluding even its ideological character. In this, he remains thus far associated
with Marxism, when he attributes a particular significance to the Utopia, to
the striving ideal of classes climbing up over the contemporary order of life.
For Mannheim, of course, this Utopian hope is not the creation of only one
wholly specific class, so that there are different forms of Utopian thinking. It
is not seldom that this has the consequence of reciprocally paralysing these
Utopias, and nonetheless Mannheim holds that it demands a passion for
thought, to preclude that ideological numbing of a biased perspectivism in
the sociology of thought: “In the sociology of knowledge, nothing really
happens other than that we [...] let ourselves face as well our way of thought,
which has now become critical, in the form of a situation report and the as-
sociations of one intention, aimed at the totality, win through.”38

The research intention, voiced by Mannheim here, is not a matter of
glossing over and excusing the perspectivity, but of asking how cognition
and objectivity are possible under the assumption of such a perspectivity.

With the visual image of a space object, it is indeed just as little a
source of error, that the space object may have been only measurable
as an entity in terms of perspectivity, and the problem does not con-
sist in how it might be possible to bring it to a state of a non-per-
spectivist image, but rather how, by comparing the various views,
one gets to see what is perpectivist, as such, and, thereby, what objec-
tivity of a new kind might be achievable.3?

The stimulus for research in the sociology of knowledge might then be
conveyed thus,

that it does not lead to the absolutising of an entity-dependent nature,
but that precisely in the discovery of this in existing intuitive visions
is to be seen the first step towards the dissolution of its entity-re-
stricted nature. By the very fact that I add the register of views to a

37 Idem, p. 70.
38 Idem, p. 93.
39 Idem, p. 255.
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view that takes itself to be absolute, in a certain sense I am already
neutralising the particularist nature of the view.%0

Mannheim clarified, with emphasis, his basic hypotheses regarding theo-
ries of cognition, but also the intention, pursued by him with the sociology
of knowledge, when he says: -

It is not a matter here of asserting that there is no objectivity and that
the appeal to the current perception brings no fulfilment and response,
but that these responses, in terms of an entity, are possible only in
certain aspect-dependent cases. [...] In the case of entity-dependent
thought, objectivity will mean only something that is a new and other
thing: [...] that, if one [...] stands in various aspect-structures, ‘objec-
tivity’ is only to be established circuitously, in that it is namely here
that it aims at being understood correctly but in both of its aspect-
structures, but different things seen arise from the structural difference
between the two modes of seeing and objectivity strives for a formula
for the mutual convertibility and transferability of these two varying
perspectivistic views.*!

Just as, according to knowledge of the laws of geometrical perspective an
image may be carried over into another perspective - although even this too
is always an image in a defined perspective - and as one may, through the
multiplicity of the perspectives, always achieve greater perceptive capacity, a
greater “fecundity in the face of the empirical material”*2, so one attains
wider and deeper knowledge in the course of corresponding social science re-
searches.

With this conception Mannheim draws an analogy to that old view of the
sciences of religion and culture, which is perhaps expressed in Lessing’s ring
parable: Just like every religion, so every social class but also every society
sees a part of the truth; and just as, according to Max Scheler, it is not pos-
sible for one nation and culture to unite all particularist views in itself, but it
is only for all cultures, including those in the future, to do so in common ef-
fort, so Mannheim too rejects any sort of metaphysical bias. The synthesis
of the different particularist aspects can, for all that, according to him, be ef-
fected only by such a group of men, which is capable of the disclosure of - as
Max Scheler called them - the implicit assumptions contained in the various

40 Idem, p. 259.
41 Idem, p. 258.
42 Idem, p. 259
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“relatively natural philosophies”.43> Mannheim sees this social grouping,
standing above the particularism of the aspects, in the “unattached social in-
telligence”, designated previously thus by Alfred Weber. The not completely
harmless underestimation of the social dependency of the intellectual class
has been pointed out in a series of critiques of Mannheim’s sociology of
knowledge, - from Max Horkheimer, via Joseph A. Schumpeter and Karl R.
Popper up to Theodor Geiger. Mannheim’s representation of the intellectuals
expresses less a descriptive result of the examination than, much more, a
normative expectancy. He maintains that the intellectuals form a class be-
tween the classes, but not above them, and he does not consider them quali-
fied to confront the problems of the day from several perspectives and not
from one single perspective only. Anyone who looks thus at Ideologie und
Utopie [Ideology and Utopia], will be able to see in the book, first and fore-
most, a defence and justification of a certain type of the non-party intellectual
in the moment before he vanished.

III. A Diagnosis of the Present Day

The potential for time diagnostics lies, for Scheler, in the tension be-
tween the intellectual world of the noological and axiological principles, on
the one side, and the historico-social world on the other. For Mannheim, for
whom the problem of historical relativism was likewise fundamental, the di-
agnosis of the present occurs before the background of the historical-philo-
sophical basic assumption, that the various contents and forms of the con-
sciousness lag behind or precede the concrete historical order of life. Accord-
ing to him, liberal humanism, which has to be developed between a competi-
tive economy and state socialism and between anarchy and dogmatism, is
also confronted by such tensions.

43 Cf. MAX SCHELER: Die Wissensformen und die Gesellschaft, p. 61-63.
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1. Scheler

As with Max Weber before him, where “ideas” of whatever kind unite
with interests or “tendencies”, as he called the collective impulse, so for
Scheler too these ideas acquire, only then at that point of union, indirect
power and efficacy. Thus, it is written at a significant place in his book Die
Wissensformen und die Gesellschaft [The Forms of Knowledge and Society):

The spirit, in the subjective and the objective sense [...] determines for
cultural contents, which can arise there, solely and exclusively their
character of a being as it is. The spirit as such, however, has origi-
nally of itself and from its very start no trace of ‘power’ or ‘efficacy’
to set these its contents too into a state of being. It is probably a ‘de-
termining factor* of the potential cultural genesis but not an ‘actuali-
sation factor‘. Negative actualisation factors or actual selection factors
from the objective range of the, through understandable intellectual
motivation, respectively feasible, are at all times rather the actual
compulsively contingent living conditions, i.e. the particular combi-
nation of the actual factors: of the power relationships, of the econom-
ical production factors and of the qualitative and quantitative relation-
ships of the population and, additionally to these, the geographical and
geopolitical factors, which each of them present. The ‘purer’ the
spirit, the more powerless it is, in the sense of dynamic activity, in
society and history.44

Doubtless the last sentence would be wrongly interpreted, if it were taken
only as evidence for the “powerlessness thesis of the spirit”, were it not to
mean also, that it is the “spirit” that is the determinant.

Scheler’s diagnosis of the present is accompanied by the acceptance of a
“world-hour” of the present, which has come out of the “eternal” and by the
endeavour to make the eternal accessible once more to homeless humanity in
this historical situation. A passage from Scheler’s article “Vorbilder und
Fiihrer” [“Models and Leaders”] is instructive as to the intention of his teach-
ing of values:

I have traced back the fundamental values, which Aristoteles laid down
as to hedii, to chrésimon, to kaldn, to the following five basic sorts:
the sphere of value of the pleasing or the values of luxury; of the use-
ful or the values of civilisation; of the noble [...] or the vital values;

44 MAX SCHELER: Die Wissensformen und die Gesellschaft, p. 21.
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of the intellectual values or the cultural values; and of the holy or the
religious values. And I have maintained that that person is ‘good’,
who is mentally ready to prefer in each of the cases above the funda-
mental value which comes second to that which comes before. These
fundamental values are unchanging in all historical development; they
and their ranking order are mankind’s guiding star. [...] It is precisely
these basic values that correspond to the five named exemplary mod-
els: the model of the life-artist, of the leading spirit of civilisation, of
the hero, of the genius and of the saint.45

Out of this over-historical account by Scheler, which also has the stamp
of Platonic style, arises a philosophy of history, which one can scarcely find
in those of his books, that were tumbling over each other up to 1916, on ac-
count of the pure war theology, - worth mentioning here, first and foremost,
would be Der Genius des Krieges und der Deutsche Krieg, Krieg und Aufbau
and Die Ursache des Deutschenhasses [The Genie of War and the German
War, War and Construction, and The Cause of the Hate for Germans] - which
philosophy, however, came plainly to light suddenly towards the end of the
first World War and particularly in the fined down diagnoses of the time of
his last years of life. In the meaning of this orientation, in 1917 he turned,
on the one hand, against every “all-German” trend toward isolation and self-
centeredness, which he described as “nonsensical and even un-German”49,
while, on the other, he criticised with equal intensity the “dreary, boring idea
of a uniform, single so-called world culture as the freemason farce of a world
republic”.47 The synthesising or even reconciliatory spirit, that is in Scheler
at work, expresses itself clearly in his observation:

Cosmopolitanism and national cultural thinking are not therefore con-
tradictions in regard to the higher culture of the mind, indeed they are
not even two different truths but only sides of one single truth, and
this one truth stands in double opposition to internationalism and to
cultural ‘nationalism’ 48

Scheler, who had changed from the monarchist and war-enthusiast of the
Genius des Krieges to a rational republican and pacifist, succumbed initially
to the temptation, to identify the basic values established by him with par-

45 MAX SCHELER: Schriften aus dem NachlaB, Bd.1, pp. 268f.
46 Cf. MAX SCHELER: Vom Ewigen im Menschen, pp. 431f.
47 Idem, p. 387.

48 Idem, p. 420.
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ticular epochs of history and indeed nations. He did not renounce his earlier
accounts in their entirety, although he drew back from the initial interpreta-
tion of the first World War as a defensive struggle of the Germans to the “vi-
tal values” orientated culture against the existing primacy in western civilisa-
tion of pure “utility values”; for he transformed this criticism into a general
criticism of Utilitarianism and unbridled capitalism. Already before the war,
but in particular for some time after it, his criticism of capitalism and the
way of life of the bourgeoisie was founded in the antagonistic values already
mentioned. Thus, he castigates the “false belief in the natural harmony of
mere impulses”, which “expects the best distribution of goods from an abso-
lutely free competition of the subjects of the economy and from unlimited
free trade [...].”49 Should, later, - for Mannheim - the unbridled capitalism in
the sense of the Marxist political economy, to which he felt an affinity, be
criticised, then - for Scheler - this is arraigned in a manner reminiscent of
Aristoteles of the demon of “pleonexy”. There is a sharp distinction to be
made between a “free economy” and the false “unsettled system of rivairy™:

The spirit and the unlimited drive of the rivalry, of the sheer lust to
possess more and to be more, of all against all, this spirit is the false
one, not freedom of the economy as an objective legitimate institu-
tion; and this spirit of boundless pleonexy, this specifically unrefined
spirit, outraging every genuine feeling of self-worth, this ‘common’
spirit, in the most cutting sense of the word, can possess a State and
its economic officials, in principle, quite exactly as well, as it does
not ggavc to possess individuals, in an economy appreciably more
free.

Such a spirit, therefore, in no way necessarily vanishes by introducing a
new system of State Socialism, for even this can lead exactly to the one-sided
enrichment of the leading officials in the economy as the capitalist competi-
tive system.3! Additionally to this might come possibilities of the limitation

49 Idem, p. 393.

50 Idem, p. 396.

51 Scheler sketches out an interesting connection between Capitalism and State
Socialism, both of which he views as related at the innermost core on the
ground of identical setting of targets: “The fact [...] that the medicines of
growing State Socialism, hostile to freedom, have become the only possible
one, which have the power still to encourage the maximum of popular wel-
fare, is itself one of the most evil consequences of the domination of the cap-
italist spirit. The growing preponderance of the spirit of citizens demanding
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of personal liberty. Altogether, therefore, Scheler makes himself into an at-
torney for a morally tamed capitalism, whereby he shows himself to be a
moralising advocate of the economic ethic, but only unsatisfactorily, though,
as an advocate of ethical institutionalism.

In one of his last publications, the treatise “Philosophische Weltanschau-
ung”, which appeared in 1928, Scheler projected a very pessimistic picture of
the immediate present. The whole picture of the epoch, as he pointed out,
bore deeply disturbing features. Of the contemporary movements, that were
detrimental to genuine philosophy and science, he stated,

firstly, the false elevation of the class ideology of the proletariat to a
supposedly particular ‘science’, the ‘proletarian science’, which is set
out in contrast to the ‘bourgeois’ kind, as if science (differentiating it
from ‘ideology’) could ever be a function of a ‘class’; secondly, the
false forms of a gnostic new romanticism [...] ; thirdly, the church
scholastics advancing ever more strongly into philosophy and science
[...]; fourthly, the ‘anthroposophical’ form and the anti-philosophical
and anti-scientific form of a major part of the occultist movements;
fifthly, the murky ideologies of the popular ethnic mass movements,
which, ignorant of the European reality and intoxicated with imagined
racial superiority, [...] do not grasp the new solidarity of the peoples’
clamant situation in the world; sixthly, the pretensions of egocentric,
ridiculously conceited world medicine-men of every kind [...].

Scheler closed these remarks with the observation: “All of that is ruin and
decay”, and added to it a challenge, which is accompanied by a sombre fear:
“to win back the freedom to cultivate the mind, which - should things go fur-
ther - threatens to be lost to us.”>2

In that work too, which appeared posthumously, Die Idee des Friedens
und der Pazifismus [The Idea of Peace and Pacifism], Scheler was driven by

‘protection’ over the components of the active spirit of enterprise [...] is in-
deed the prerequisite, under which the social policy has only those conse-
quences of welfare. [...] The duration of the dominance of this ‘spirit’,
though, is itself extended and secured by these measures, rather than reduced
and abolished. It is surely only these same basic motives of the maximum
safeguarding of the economic basis of life, which are astir for the want of
such legislation [...]. Only the outcome of these motives varies according to
the interests of the respective classes.” (MAX SCHELER: Vom Umsturz der
Werte, pp. 383f.)
52 MAX SCHELER: Spdte Schriften, pp. 88f.
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worry about the solidarity and freedom of the peoples of Europe. With great
decisiveness, he condemned the revanchist thought being spread around
among the youth of Germany, which was contemptuous of the challenge of
the day, to “keep Europe away from a new war”, which would mean “the to-
tal destruction of European culture, its ‘Twilight of the Gods’.” He con-
demned in like manner, though, the “often almost servile pacifism, that
wickedly abandoned its own people and its whole spiritual tradition”, which
is similarly widely spread among the young generation.53 Scheler, who was
apparently striving even here for a “levelling-up” or a synthesis, finally repu-
diated all forms of instrumental pacifism, likewise the mental attitudes of
militarism and embraced, as Emst Nolte has formulated it, “the mental atti-
tude of pacifism and the instrumental militarism, i.e. a state of national
armed preparedness, while the positively strengthening all the points of ap-
proach to world peace that were still really weak.”5* Scheler died just short of
five years before Hitler seized power.

2. Mannheim

The year 1933 and its consequences was of extraordinary importance also
for Mannheim’s diagnostics of time. Not that he would have avoided the ac-
tual problems of the day, prior to 1933,55 but the German and the English
phases in his work are nevertheless clearly to be differentiated one from the
other. Mannheim had evolved from being one, who invoked and pointed the
way to future “Utopias” to being a theoretician of the “planned State”, - prob-

53 MAX SCHELER: Die Idee des Friedens und der Pazifismus, p. 62.

54 ERNST NOLTE: Geschichtsdenken im 20. Jahrhundert, p. 255.

55 Thus Mannheim pointed out in his 1932 lecture on the current task of sociol-
ogy: “The clearer the need for a political sociology appears, the more vigor-
ously must one strive to present precisely the content of this teaching to the
student in a value-free non-agitatorial manner. For it would be the death of
sociology, if it should have to become merely an instrument for agitation in
the hands of one or more parties. It would be just as ruinous for it, if it, delib-
erately with greater agonising, for reasons of timidity at having possibly to
offend, were to want to avoid the political and social themes of life and of our
present existence and were to retreat out of pure prudence into abstract eleva-

tions [...].” (KARL MANNHEIM: Die Gegenwartsaufgaben der Soziologie. lhre
Lehrgestalt, p. 39)
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ably also in view of a now virulent counter-Utopia to Marxist as well as to
liberal thinking. He is convinced to a most profound degree, “that the self-
same causes, which are bringing about the cultural disintegration of the lib-
eral society, are also preparing the way for the dictatorial forms.”%6

In Ideologie und Utopie Mannheim lamented that one was getting ever
closer to a stage, where the Utopian is destroying itself completely - in the
area of politics at any rate. As a result of the many forms they took, the
Utopias - wholly in the fashion of rival accounts of research in the area of
science - were being ever less effective in parliamentary practice “as contest-
ing confessions of faith, but ever more as mere rival parties, as merely poten-
tial research hypotheses”.5” Mannheim’s worries recall what already at the be-
ginning of the century Max Weber towards the end of his celebrated work Die
protestantische Ethik und der Geist des Kapitalismus [The Protestant Ethic
and the Spirit of Capitalism] charged with being a melancholy possibility: a
“mechanised petrifaction with a sort of spasmodic taking-oneself-seriously”
that is put on show by “experts without soul and voluptuaries without
heart”.58 The same spirit speaks out from the closing sentences of Mann-
heim’s comments on Utopian consciousness in the fourth chapter of Ideolo-
gie und Utopie:

While the collapse of the Utopian presents a crisis only to specific
classes and means self-elucidation for the general public by objectivity
arising from the uncovering of ideologies, the total disappearance of
the Utopian would transform the shape of the whole state of becoming
a human being. The disappearance of Utopia brings about a static de-
tachment, in which Man himself becomes a thing. The greatest para-
dox that is imaginable would come to pass, namely that Man, with
the most rational mastery over things, becomes the man of impulses,
that Man loses, with the emergence of the different forms of Utopia,
the will for history and thereby the insight into history, - Man, who
has achieved the highest stage of awareness of self after such a long

56 KARL MANNHEIM: Mensch und Gesellschaft im Zeitalter des Umbaus, p. 92; cf.
original, p. 80.

57 KARL MANNHEIM: Ideologie und Utopie, p. 216.

58 Cf. Max WEBER: Die protestantische Ethik und der Geist des Kapitalismus
[appeared first 1904-05], 6th edition, Tibingen (J.C.B. Mohr [P. Siebeck] )
1972 (= Gesammelte Aufsitze zur Religionssoziologie, Bd. I), p. 204.
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sacrificial and heroic development, in which history already becomes
not blind fate but its own creation.>®

According to Mannheim, this means that the world is being benumbed in
a non-perspectivist image, in something that is without power to project, and
consequently free of any impetus to discover in the present time something
that is new in the light of expectation of something of the future time.
Mannheim, therefore, anticipates here the ideas of the “de-ideologising” and
the “loss of Utopia” in the matter, and as a consequence a completely ratio-
nalised world, where the irrational and decision could no longer exist at all.%0

Already in his first piece of work after Hitler’s seizure of power, in the ar-
ticle “German Sociology (1918-1933)” published in 1934 in the first volume
of the journal Politica, Mannheim pointed out unambiguously that from then
on his efforts were to be directed neither at an abstract classification system
nor at methodical reflections on the essence of sociology, but at a concrete
analysis of past and current events. In this he was endeavouring to join the
tradition of Max Weber and Wemer Sombart, whose analyses, according to
Mannheim, helped to formulate a “diagnosis of the present situation.”6! It is
made clear in the book Mensch und Gesellschaft im Zeitalter des Umbaus,
published originally in Leiden in 1935 and appearing in an English version
in 1940, as well as in the volume of essays Diagnosis of Our Time: Wartime
Essays of a Sociologist, published in London in 1943, that the diagnosis of
the present, is conveyed smoothly over into a strategy of exercising a sys-
tematic influence over the population. The first step, which the democracies
must undertake, in contrast to their former laissez-faire policy, as Mannheim
pointed out, will consist in giving up their completely neutral stance in the
area of values.52 Democratic tolerance can no longer consist in tolerating the
intolerable.53 Furthermore the renunciation of the attitudinal ethic and a turn-
ing towards the concrete ethic of responsibility, and, indeed, with the renun-
ciation of a purely formal rationality and a turning towards a “rationality of
substance”.% Mannheim perceives the alternative to the fascist or communist

59 KARL MANNHEIM: /deologie und Utopie, p. 225.

60 Cf. idem, p. 166.

61 Cf. KARL MANNHEIM: “German Sociology (1918-1933)", p. 218.

62 Cf. KARL MANNHEIM: Diagnose unserer Zeit, p. 43; cf. original, p. 26.

63 Cf. idem, p. 74; cf. original, p. 49.

64 Cf. KARL MANNHEIM: Mensch und Gesellschaft im Zeitalter des Umbaus, pp.
61-70; cf. original, pp. 51-57.
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systems in the “third way”, which he was propagating, namely “a type of
planning, which is not totalitarian, but is controlled by the community,
which has preserved for itself the most essential forms of freedom”.55 Accord-
ing to Mannheim, therefore, there exists “absolutely no choice any longer be-
tween planning and ‘laisser-faire’, but only between good and bad plan-
ning”.% There are two fundamental prerequisites, though, for the “planned
State” contemplated by Mannheim: the bringing about of a consensus regard-
ing values, in the sense of a fundamental perceptual integration and then also,
after that, the basic agreement of those interested in the political happenings,
“to carry out research by testing and experimenting with the new potentials
of mankind.”” According to Mannheim, propaganda in a modern “planned
democracy” ought to have the aim “ of earmarking the disintegrated groups or
pers%gs, in order consistently [...] to reintegrate them as quickly as possi-
ble.”

All in all, in Mannheim’s view, a stage of planning ought to be arrived at
in community control, which achieves the same degree of rationality and
morality as does the technical control of the environment. What, however,
the principles of this morality and the content of the rationality of substance
are in detail, which Mannheim says are to be distinguished from a pure for-
malism of values, he divulges to us in very inadequate hints.

IV. Open Questions

Georges Gurvitch once remarked, that the difference between Max Scheler
and Karl Mannheim is not sociological but philosophical: Mannheim re-
places Scheler’s Plato and Augustine by a combination of Hegel and pragma-
tism.% In the following it cannot be a matter of making the delicate meta-

65 KARL MANNHEIM: Diagnose unserer Zeit, p. 102; cf. original, p. 71.

66 KARL MANNHEIM: Mensch und Gesellschaft im Zeitalter des Umbaus, p. 8; cf.
original, p. 6.

67 Idem, p. 279; cf. original, p. 239.

68 Idem, p. 418; cf. original, p. 359.

69 Cf. GEORGES GURVITCH: “Problemes de la sociologie de la connaissance”, in:
G. GURVITCH (Ed.): Traité de sociologie, Paris (Presses Universitaires de
France) 1960, Vol II, pp. 103-136, here p. 117.
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physical questions of the relationships of being and time, of immutable
orders of knowledge and values and philosophies of history (with Scheler) or
actual history and historically mutable consciousness (with Mannheim) into
a subject of critical analysis. To present the differing forms of desired, - but
also undesired - congruence between the eternal and the temporal, for example
between Utopia and Reality, and to examine their implications in respect of
cognition theory and value theory, would be to go too far. Only a number of
cognition theory questions in respect of the sociology of knowledge as well
as a couple of questions of moral philosophy with regard to the proceedings
and results of the diagnosis of the present ought to be formulated. These
questions will refer above all to the work of Karl Mannheim, since Mann-
heim still appears to many social scientists today to be a figure of signifi-
cance in research, whereas Scheler increasingly disappears from their con-
sciousness.

1. On Cognition Theory

Shortly after the appearance of Ideologie und Utopie, the question was
posed, with particular pointedness by Emst Griinwald, about the logical sta-
tus of the total definition of ideology in Mannheim. This concept is either
absurd, insofar as Mannheim himself links a theoretical claim for validity to
his tenets, for the assertion contradicts the idea that the evidence also for
Mannheim’s theories determining entity-dependency is irrelevant as to the va-
lidity of the statements they contain; or, perhaps, that the conjecture as to
ideology is valid for Mannheim’s ideas and statements, including his criti-
cism of the assertion concerning the “irrelevance of the validity” of the gene-
sis of the ideas and the assertions.”®

Mannheim would probably be pointing out, that he is making a distinc-
tion between the conceptions of validity and truth, indeed he would perhaps
even say, that the proof for the respective relative validity - rather after the
style of the changing “cultural meaning” in Max Weber’s sense - is only
possible on the basis of a definite theory about truth; and, even so, he does
not make it easy for one to defend him against a range of critics - from Ernst

70 Cf. ERNST GROUNWALD: Das Problem der Soziologie des Wissens. Versuch
einer kritischen Darstellung der wissenssoziologischen Theorien, Wien,
Leipzig (Braumiiller) 1934, pp. 205f.
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Griinwald through Alexander von Schelting on to Theodor Geiger - since,
with him, clarity in ideas and argumentation is not always expressed as
strongly as is the richness of his ideas. As Mannheim himself so unequivo-
cally declared, the total definition of ideology puts the cognitive sphere of the
consciousness as a whole into question. That means nothing other than

that one formerly made revelations only at the psychological level,
since one exhibited there socially-associated sources of deception that
one drew even the noological-logical levels into the area of attack and
also destroyed the noological level of the hostile statements in their
validity by social functionalisation.”!

This marks exactly the transition from the problem of ideology to a way
of thinking about sociology of knowledge, a stop-at-nothing kind of thinking
- not even giving pause before one’s own kind of thinking. Similarly, above
all, to Lucien Lévy-Bruhl at the same period, Karl Mannheim too asserts
sometimes a determination by social conditions that enters the domain of the
logical. In distinction to the views of Max Scheler, he proclaims the neces-
sity of regarding the supertemporal validity of ideas as a derivative of a meta-
physical idealism that is untenable as far as measuring cognition goes.
Where, however, there is no world of ideas, then talk of ‘eternal truth’ is also
obsolete.

With the “energising” pursued by him of the mental structure for ideolog-
ical thinking, Mannheim provided a vindication - without, however, wholly
wanting to - but did not have the power to convince the advocates of a logi-
cal-empirical doctrine of cognition and science. Only in one instance, as
Theodor Geiger established, might the direct projection of collective factors
into the noological level hold good for certain: if our system of categories
were to change simultaneously with social change.”? It is, of course, not so

71 KARL MANNHEIM: Ideologie und Utopie, p. 64.

72 Cf. THEODOR GEIGER: “Befreiung aus dem Ideologiebann” [ “Liberation from
the sway of ideology "] [from the literary estate], in TH. GEIGER: Arbeiten zur
Soziologie. Methode - Moderne Gesellschaft - Rechtssoziologie - Ideologie-
kritik, Neuwied a. Rh., Berlin (Luchterhand) 1962 (= Soziologische Texte,
Bd. 7), pp. 431459, here p. 446. - Cf. in connection with this the criticism
of the uncertainties of every sort in the sociology of knowledge, associated
with the draft of a research program on the sociology of knowledge by Ro-
BERT K. MERTON: “A paradigm for the study of the Sociology of Knowledge”,
in: PAUL F. LAZARSFELD, MORRIS ROSENBERG (Eds.): The Language of Social
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easy to offer evidence that the fundamental logical cognition-related character-
istics of happenings of the descriptive, systematising, deductive and elucidat-
ing cerebral activity should really have altered in dependence on social-struc-
tural, economic or political data.

Perhaps it is altogether better not to burden the expression “sociology of
knowledge” itself too much, especially as it is questionable, whether there is
such a thing as a sociology of knowledge at all, and not rather a sociology of
error as well as of self-deception and of extraneously caused delusion; and
whether the judgement is subject to the law of entity-dependency, or not just
the actual judgements alone.

2. On Moral Philosophy

Critics have variously remarked, that Mannheim’s sociology of knowl-
edge suffers from an absence of sociological analysis of the institutions, in
which intellectual activity is carried out, but also that the influences of sci-
ence and technical science on the social structure had not been examined suf-
ficiently. Apart from this undeniable deficiency, there is still another aggra-
vating one that presents itself in the area of its practical philosophy. It has to
do with the unexplained connection between planning and a previously
achieved establishment of a consensus regarding values. To it, the following
brief statements apply.

“Planning”, so argued Mannheim, “is an act of reconstructing a society
with a past in history and coming down to us in an ever more consummate
unity, regulated by persons in central positions.””3 He establishes a close
connection between the need for planning and the creation of consensus in
times of uncertainty and crisis. Like Durkheim, he too was plagued by the
feeling of social disorder and both regarded it as their life’s mission to look
for a solution of the unmanageable problem of social consensus. Mannheim
meant by this, that disintegrating groups of society were to be integrated
again as quickly as possible - if only at a completely superficial level of feel-
ing.” Only if we were to have a clear idea of which ethical goals are suitable

Research: A Reader in the Methodology of Social Research, New York, Lon-
don (Free Press) 1955, pp. 498-510.

73 KARL MANNHEIM: Mensch und Gesellschaft im Zeitalter des Umbaus, p. 228;
cf. original, p. 193.

74 Cf. idem, p. 418; cf. original, p. 359.
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to a society and under which social conditions a spirit of community devel-
ops, could we consciously plan vital social experiments in modern society.”>
It is precisely the ethical goals, though, which remain extraordinarily vague
in Mannheim’s discussion. There is neither a definition of the content of
individual and social morals nor a clear definition of the planning goal for
society as a whole. Mannheim invokes the common welfare’6, the social
requirements for “security” and “justice””’ - but it stays at the level of these
clichés with the aid of other invocations, which, likewise, are no more close-
ly defined.

Fundamental to Mannheim’s attitude, perfectly characterised as planning
euphoria, is the possibility of intersubjective comparison of utility, appar-
ently imputed by him to be completely unproblematical, on the basis of ar-
rangements, in principle, of preferential value that are homogenous or made
to be homogenous. This silent assumption of supposed conviction leaves the
reader too completely in the dark regarding the range and depth of the plan-
ning activities. The statements and aims, delivered in a tone of complete in-
nocence suggest only the suspicion that Mannheim’s specific position in the
debate is that of the exile, who is endeavouring to transform an alleged chaos
of liberalism for the purpose of resisting an aggressive political philosophy
in a structured order, in order to be able to protect it from the reproach of
rashness and superficiality. Away from their context, many of his recommen-
dations reveal a disagreeable tendency but also within the context mentioned
they acquire an odd character. Thus he speaks highly of the intention in the
attempts of the more recent pedagogics no longer to breed an “ideal man but
that man, who will in all probability be wanted at the next stage of social
development.”’8 By whom, though? And for what purpose? Although no
clarity emerges about the objectives, for Mannheim it is as though it were
settled, i.e. “to form the best possible types of mankind according to plan by
shaping the different spheres of society with a conscious end in view.””® In
the “creation of the new man”, as Mannheim assures us, it is first and fore-
most a matter of re-shaping his ways of thinking and acting8?, to which end,

75 Cf. idem, p. 286; cf. original, p. 245.

76 Cf. idem, p. 311; cf. original, p. 267, where Mannheim refers to “the good of
the whole"”.

77 Cf. idem, p. 404 and p. 416; cf. original, p. 347 and p. 358.

78 Idem, p. 241; cf. original, p. 203.

79 Idem, p. 261; cf. original, p. 222.

80 Cf. idem, p. 175; cf. original, p. 147.
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apparently, schools would be in a position to make an important contribu-
tion by doing away with marks and certificates, in order, to be precise, “not
to rear all too ambitious men and those who delight in competition”. In do-
ing this, “one puts an end to a certain type, that is represented all too often in
the upper classes of society and which finds its satisfaction only in compet-
ing successfully with others.”8!

These upper classes of society, of whom Mannheim is speaking, are,
seemingly, identical to a large extent with capitalist entrepreneurs. To them,
but also to the consumers, he directs the message: “One will learn that there
is nothing sacred about free choice for the consumer, and the entrepreneur
will discover that he can run his business better, when he can let himself be
guided in his investing by a central plan.”82 One of the reasons for the col-
lapse of the free industrial economy was, according to Mannheim, “the un-
limited choice of goods presented to the consumer, whereby production and
consumption were difficult to co-ordinate.”83 Referring yet again to the capi-
talist entrepreneurs, whose anarchical production he is trying to channel
through the structures of a planned economy, he recommends to the “progres-
sive groups”, that they might “perhaps [sic!] attempt to attract the technical
and organisational elites over to them, instead of getting rid of them, as the
Russian revolutionaries had done.”84

Alongside reasons for his assumption of largely identical preferred orders
of value among the different individuals, in Mannheim’s later writings, one
misses above all the feeling for the diversity and complexity of social orders.
A metaphor of Friedrich August von Hayek is, in this connection, still ever
expressive, which illustrates the awkward character of outline planning, even
within capitalist economies, by the simile of a natural phenomenon, which,
precisely in order not to spoil the intended effect, may be ventured only as far
as a certain “depth of intention™:

We can never construct a crystal by a conscious arrangement of the in-
dividual molecules, but we can create the preconditions in which the
crystal will form itself. For this purpose, we make use of forces that
are known to us, but we cannot determine in advance the position of

81 Idem, p. 241, cf. original, p. 203.

82 Idem, p. 405; cf. original, p. 347.

83 Idem, p. 367; cf. original, pp. 314f.

84 Cf. idem, pp. 408f.; cf. original, p. 351, where this consideration may be felt
to be less provocative.
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an individual molecule in the crystal or even the size and position of
different crystals. Likewise, we can create the conditions, in which a
biological organism will grow and flourish, but for the growth we can
create only conditions that favour it. We can determine the size and
structure that results, only within narrow limits. Exactly the same is
true of spontaneous order within the social domain.83

One looks in vain for deliberations of this kind with Mannheim - he
leaves everything, at best, irresolute and full of forebodings.

V. Closing Comment

Mannheim seemed to be filled with a simply holy zeal for sociology,
which often had naive and, at the same time, seemingly weird consequences.
An etiologically half-baked diagnosis was thereby substituted, so to speak,
by a quick-acting prophylaxis. With all decisions, one has to start from the
principle,

of evaluating ethical rules according to their contribution to the main-
tenance of the social order. [...] We may not forget here that the fun-
damental virtues are in general a matter of habit and quite seldom in-
clude careful deliberation and decision by individual people.3¢

Mannheim maintains that habits, like virtues, are so variegated, that the
impression that forces itself on the reader is one of their inexhaustible histor-
ical plasticity. In such viewpoints, the difference from Max Scheler’s inter-
pretations finds clear expression, the endeavour of which has been, of late, an
exhibitory analysis of invariant durations in and behind all transformations of
our cognition and evaluation.

The relativisation of certain cognitive and normative contents, as it sup-
plies the philosophical analysis in more classificatory style and the sociology
of knowledge in a more historicising style, can be interpreted in a manner
that varies; firstly as an attempt to make up for the lack of a sense of history,
then, perhaps, also as preparation for a fresh claim to absoluteness in the way

85 FRIEDRICH A. VON HAYEK: Freiburger Studien, p. 35.

86 KARL MANNHEIM: Mensch und Gesellschaft im Zeitalter des Umbaus, p. 413,
cf. original, p. 355.
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that the consequences of a sceptical irritation are used to justify the need for
faith. In this respect, Mannheim’s work is of a very ambivalent kind, and yet
it is true also for him that a historicising insight into the conditionality of
knowledge can ultimately only ever happen, when there is an assumption of
the unconditionality of the idea of truth on grounds of logical reconstruction.
Contrary to Mannheim’s interpretations87, one does not already have to be an
advocate of metaphysical idealism, if one considers the point to be, not to
overlook the constants in our theoretical and practical attitude to the world.
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Discussion Summary
ANNETTE KLEINFELD

Paper discussed:
KARL ACHAM: The Sociology of Knowledge and Diagnosis of
Time with Max Scheler und Karl Mannheim

The first part of the discussion concentrated on the differences between
Scheler and Mannheim. According to Mannheim, Scheler is one of the out-
standing pioneers of a "sociologie of knowledge" (Wissenssoziologie). How-
ever, there is a major difference between Mannheim and Scheler: While Sche-
ler is in favor of absolute values, Mannheim is convinced that the logical,
noological sphere is influenced by cultural, societal factors (SHIONOYA,
ACHAM).

With regard to historism and the diagnosis of the "Zeitgeist", Mannheim
is confronted with the problem of constantly changing societies. In them, a
certain paradox arises for the liberal: Why should he be tolerant towards in-
tolerant societies and structures? According to Mannheim we are inhibited to
have free research concerning these questions. Besides, there is a contradiction
within Mannheim’s view about the state. On the one hand, he tries to resist
to the idea of a "Zentralstaat" (centralized state) like the one Stalin has real-
ized. On the other hand, he is in favor of a well planned central state. His
ideas - ressembling the Platonic concept of the state - about a moral elite
which should take the planning of all affairs, are not too far away from Stal-
in’s ideas developed in Plan und Staat in 1917 (ACHAM).

A second part of the discussion, starting with Mannheim’s retreat from
liberalism in the 1930ies (LENGER), dealt with the relationship between in-
tellectuals and liberalism respectively with the role of intellectuals for the
state. According to Mannheim’s own reflections, intellectuals were more im-
portant during the 1920ies than before. He was convinced that there should be
a free floating of knowledge and a freely floating intelligentia (freischwebende
Intelligenz), and that within the topographical situation the conversion in a
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mathematical sense of different perspectives was possible (ACHAM). Against
this, it was raised that during the 1920ies - and even before the first world
war (LENGER) - the smallest part of the intellectuals believed in liberalism,
since it did not work at this time. Drawing a line between the position of in-
tellectuals and liberalism is justified only from our perspective today where
liberalism is working. So, for instance, Hermann Hillen and Ernst Franklin
amongst others were convinced that liberalism should be abolished. Also in
the work of Emst Jiinger of this time, especially in Der Arbeiter, tendencies
towards a sort of National-Bolschewism in a global perspective can be no-
ticed (KOSLOWSKI).

Besides, Mannheim’s notion of a free-floating knowledge and of a freely
floating intelligentia which was supposed to ban relativism is considered to
be a misunderstanding, taking a logical problem for a sociological one. The
naivity to believe into a managerial elite comes close to madness here (RIN-
GER).
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Chapter 5

Georg Simmel’s Contribution to a
Theory of the Money Economy!

RAIMUND DIETZ

I. Introduction: The Instrumental and the Systematic View
II. Major Morphological Elements Generated by Exchange
— Simmel as a Theoretician of Self-organisation —

1. Exchange, Money, Capital; Credit and Interest

2. Subject and Object — Firms and Markets
3. The State and the Central Bank
4. Transformation of the "World", of Society and
of the Individual
III. Simmel and Economic Science

I. Introduction: The Instrumental and the
Systemic View

I should like to start by asking two questions:
(1) What is Georg Simmel's? contribution to economics?

Earlier work on Simmel and systems theory was supported by the Fritz Thys-
sen Foundation (Cologne, Germany). I have benefitted greatly from discus-
sions with my colleage Vladimir Gligorov (WIIW), Vienna. Translation into
English by Silvia Plaza.

Georg Simmel was a German Philosopher and one of the founders of modem
(formal) sociology. His main works: 1908: Soziologie: Untersuchungen iiber
die Formen der Vergesellschaftung; 1900: Philosophie des Geldes; 1910:
Hauptprobleme der Philosophie. Short summaries on his life and work, and
bibliographical information to be found, e. g., in: TRIER-MAYNTZ (1990);
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(2) What is his contribution to our theoretical conception and general
understanding of the economy?

With respect to the first question we recall that Simmel opens his main
work, "The Philosophy of Money",3 with the explanation that "not a single
line of these investigations is meant to be as statement about economics”
(ibid, p. 54).* He himself lays no claim on his thoughts forming part of po-
litical economy. However, attempting to answer question two, we realise that
Simmel offers valuable insights into the rise and dynamics of the modern
economy. In a certain sense his work constitutes an outline of a theory of the
modern age. What interests the economist in Simmel's thinking is that his
theory of the modern age evolves around the concept of money. A third ques-
tion follows from the two initial ones: how is it possible that the answers to
the first two questions, i.e. Simmel's contribution to economic science and
to our conception of the economy, can differ so strongly? I shall try to give
an answer in the form of a simile:

Economic science can be compared to an observer sitting in a boat that is
moving downstream in a river. The observer is watching a swimmer trying
to catch some floating object. Swimming towards the object the swimmer
need not know the velocity of the current, particularly if the river is flowing
quietly. Neither need he know where the source or the mouth of that river is
located. Another observer may be standing at the bank of the river, or even at
some distance from it. He is not only interested in the motives and move-
ments of the swimmer, but also in the "structure” of the medium in which
the swimmer moves, because the swimmer's pattern of movement are deter-
mined by it. The second observer may even want to know how this "matter”,
i.e. water, is constituted, whether its structure is stable or subject to decay, or
whether it could be substituted by another medium (functional contingency).

The techniques and methods of modern economic science largely corre-
spond to the intention of the first observer to watch and understand the
swimmer moving in his medium. The observer assumes that the swimmer is
familiar with the medium and that the medium is stable. Social science theo-

SCHNABEL, P.-E. (1985); more extensive analysis in: JUNG, W. (1990); and in
FrisBY, D. (introduction into Simmel 1990).

3 First edition 1900, second slightlys revised edition 1907. The English ver-
sion I refer to was edited by D. Frisby, translated by Tom Bottomore and
David Frisby, New York (Routledge) 1990.

4 "That is to say, the phenomena ... which economics views from one stand-
point, are here viewed from another” (Ibid.).
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reticians like Marx, Simmel, Durkheim, Weber, Habermas or Luhmann can-
not afford this kind of "blind" pragmatism regarding the environment in
which man acts which generally characterises the economic sciences. They
usually keep environments in which agents operate constant or assume them
to be exogenously given. The efforts of the social science theoretician must
therefore branch out in three different directions:

(a) to study the movements of the swimmer, however operating not only
with the hypothesis of purposeful action common in the economic sciences,
but also with other motivations such as playfulness;

(b) to explain the movement of the swimmer through the structure of the
medium, i.e. to understand the social (systemic, institutional) conditionality
of human action; and

(c) to pursue a question that may seem absurd to the image of the swim-
mer in a river but which is important and topical in social science discourse,
i.e. to trace how on the one hand society (in the sense of social system or en-
semble of institutions) is explainable as resulting from human action while,
on the other hand, individual action is made possible and conditioned by so-
cial (collective) institutions. With respect to the image introduced above, to
"derive" water from swimmers' movements and simultaneously to explain the
swimmers' movements through the quality of the medium water. (This seem-
ingly nonsensical simile may, by the way, explain a fundamental difference
between the natural and the social sciences: nature and its laws are pre-estab-
lished with respect to man, while institutions arise out of action contexts and
enable human actions. We are confronted, here, with an evolutionary circle).

If Simmel's position in the economic sciences is not very prominent in
spite of his major contribution to a theory of money economy this must be
mainly attributed to the different methodological approaches prevalent in eco-
nomics and the social sciences. There is widespread consensus that the spe-
cialised discipline of economics is characterised by the principle of instru-
mental rationality, i.e. by the attempt to understand reality in the light of
purposeful action. Economics is defined as allocation of scarce resources to
infinite ends. That, in a way, is its unifying principle. This principle is re-
sponsible for the strong position of economics today, exemplified by the
dominance of economics among the social sciences: its methods are exported
to other disciplines, but not very much is imported into it.5

5 Its success as a discipline is probably not just based on the "relentless appli-
cation” of its set of tools in approaching reality (HIRSHLEIFER [1985]), but
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However, at the same time, the reduction of analysis to the instrumental
aspect of action also constitutes its weakness: for if one is to apply the prin-
ciple of instrumental rationality rigorously, one would need to keep the so-
cial environment in which human beings act constant. This, however, is im-
possible. In order to take social realities into account, economics must devi-
ate from its own methodological principle. The principle responsible for the
success of economics as a discipline thus falls back on it in a negative way.
Disregard for the systemic dimension takes a curious form of revenge on eco-
nomics. In the terminology of psychoanalysis one could call this "somatisa-
tion". If a problem is suppressed - in economics the social environment - it
finds some specific "somatic" expression. To list just a few examples: "Or-
thodox" neoclassical economics presupposes a costless allocation of resources
- the discovery of this deficiency leads to the theory of transaction costs and
institutions (Coase 1988). Traditional economics is static - Schumpeter
(1912) makes the entrepreneur the driving force of the economy - and the en-
trepreneur turns into a deus ex machina in a world still conceived in Walras-
ian terms (Streit 1993). Traditonal economics assumes perfect information.
Hayek denies this and re-interprets the economic problem of allocation under
perfect information turning it into a problem of competition as a discovery
procedure (Hayek 1945). Most games are modelled as games played against
nature, i.e. against given environments. In the Prisoner's Dilemma two play-
ers have to decide whether to cooperate or to defect. Defection is rational in
the instrumental sense, while joint cooperation is better for both than joint
defection. The paradox which arises is the following: In order to act more ra-
tionally agents must learn to become irrational (in instrumental sense). Last-
ly: consider the fictitious communism of the neoclassical tradition (Myrdal
1953). The fact that many economists, even Schumpeter, considered social-
ism the economic system of the future is more than just an indication that
neoclassical economic theory only pretends to be a theory of the market
(Lavoie 1985; Stiglitz 1994; Dietz 1995). In fact, for traditional neoclassical
economics the market is an economic order that could be replaced by any
other one, for example by a government (Buchanan 1979).

The limitations of neoclassical theory become apparent from the fact that
the core of orthodox thought does not contain a theory of institutions. One
could perhaps say in summary that the suppression of socio-systemic reality

mainly due to the increasing dominance of economy over other social sub-
systems since the end of the Middle Ages.
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in neo-classical orthodox thinking leads to attempts to reconstruct it at the
neoclassical periphery - but, because social reality is being suppressed, in a
distorted way. The suppressed problems are somatised, they do not form a
consistent whole. Economic thought branches out in different directions, dis-
tancing itself from its methodological core, which, however, is less and less
able to keep the various branches together.

The most prominent example showing the epistemological limitations of
neoclassical theory most clearly is the theory of money. According to Hahn
(1982) the greatest challenge to orthodox economic thought lies in the fact
that it has not yet been possible to find a place for money "in the best devel-
oped model of economics”. The difficulties in formulating a theory of money
encountered by neoclassical economics are quite clearly related to the princi-
ple of instrumental rationality. For application of a rational calculus requires
stable environments. However, money eludes this requirement on principle
because it is the medium of economic action. It simultaneously results from
and directs this action. In money we encounter a category which obviously
cannot be deciphered solely by instrumental logic.

In my view, Simmel suggests a construction which adequately describes
the creative circle from which money emanates and which it accelerates. In
section 2 below I shall attempt to summarise Simmel's propositions as suc-
cinctly as possible. In section 3 I juxtapose the different construction princi-
ples of the neoclassical and Simmel’s "models" of the economy.

II. Major Morphological Elements Generated
by Exchange
— Simmel as a Theoretician of Self-organisation -

"Exchange ... is the source of economic
values, because exchange is the representa-
tative of the distance between subject and
object which transforms subjective feel-
ings into objective valuation."

(Simmel 1990, p. 90).

The essence of Simmel's approach may perhaps be best captured by view-
ing him as a theoretician of the self-organisation of society and the economy.
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Neither traditional neoclassical economics nor the theory of institutions are
theories of self-organisation. Neoclassical economics assumes preferences,
endowments and maximisation behaviour to be given exogenously. Institu-
tional economics, in turn, introduces institutions from outside and endogenis-
es, at least to a certain extent, preferences , endowments and the behaviour of
agents (e.g. profit seeking). In contrast, Simmel endogenises institutions in a
meaningful way. Economic institutions arise out of individuals' actions, i.e.
mostly out of exchange as communication acts. However, by endogenising
even institutions Simmel avoids ending up in a morass of concepts, magni-
tutes, or processes where everything would depend on everything. Rather,
through exchange as the constituent element, Simmel traces the emergence
and development of the morphological structure (Gestalt) of bourgeois soci-
ety, i.e. the structure of modern capitalist money economy, and he demon-
strates that money (not as a quantity but as a quality) is its very essence.
Simmel juxtaposes the autonomy of the money economy's "objective
culture" and individual life processes. However, in contrast to Marx he not
only regrets the alienation prevalent in this objective sphere of culture, which
according to Marx would have to be eliminated by some future society (com-
munism), but he also speaks of the "tragedy of culture"® since human beings
pay for greater freedom by dependence on things, whereby greater freedom is
defined by a change in the type of dependence (for this see below). The mor-
phological structure of the economyj, i.e. the revalorisation process of capital
which is quite independent of individuals' lives, just makes use of indiduals'
needs, motivations, of changing fashions, as its content. Thus, for Simmel
in contrast to Walrasian economics, the economy is essentially not driven by
needs, but rather determined systemically. In the shape of money, the ex-
change relation has "crystallised into an autonomous formation". If the ex-

6 Simmel’s attitude towards modern culture is ambivalent. He also observes
very clearly what modern human beings gain through it. At the end of his
"Philosophy of Money" he writes: "... the material contents of life become
increasingly objective and impersonal, so that the remainder that cannot be
reified becomes all the more personal, all the more the indisputable property
of the self (SIMMEL [1990], p. 469). Simmel has nothing but ridicule for a
shallow cultural criticism which expects miraculous cultural achievements
from the condemnation of money. This would only produce "miracles of ba-
nality”. Cf. also RAMMSTEDT (1994), pp. 30f.
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change function crystallises into money as an autonomous formation’ money
replaces the interaction of exchange and thereby enables the existence of mod-
em society.8

This closes the autopoietic circle. Freedom of the individual (linked with
individual personality) and socialisation are not contradictory but mutually
constitute each other. It is the supra-personal entities of "objective culture”
which determine the accelerating speed of our lives, or production cycles, or
the further differentiation of products and institutions, or the division of
labour and consequently also economic growth. What we are trying to find
out about are the elements employed in Simmel's theory of the self-organisa-
tion of money economy and the morphological structure resulting from
them. In pursuing this, we need not confine ourselves to Simmel but may
also look at the implications of his approach for a theory of the institutions
of modern society.

As stated above, the basic element from which Simmel proceeds is ex-
change. From this the major structural elements of capitalist society are de-
rived. We distinguish among the following morphological levels or lines of
argument:

(1) Exchange, money, capital; credit and interest

(2) Firms and markets

(3) The state and the central bank

(4) Transformation of the "world"; transformation of society; transfor-
mation of the individual.

1. Exchange, Money, Capital; Credit and Interest

Exchange is an act of communication characterised by double contin-
gency (Luhmann 1984). People meet as black boxes and learn something

7 "If the economic value of objects is constituted by their mutual relationship
of exchangeability, then money is the autonomous expression of this rela-
tionship. Money is the representative of abstract value. From the economic
relationship, i.e. the exchangeability of objects, the fact of this relationship
is extracted and acquires, in contrast to those objects, a conceptual existence
bound to a visible symbol" (SIMMEL [1990], p. 120).

8 LUHMANN (1984) would call this the substitution of interactions by commu-
nication.
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about each other, as well as about their own wishes. If they arrive at an
agreement, their interaction can be described as a do-ut-des-operation.?

Money: The most important structural element emerging from exchange
is money. It emerges from exchange because every good that is given up to
obtain another one fulfils the function of money, in so far as it serves as
means of buying something.!0 Simmel wrote: "Money has acquired the value
it possesses as a means of exchange; if there is nothing to exchange, money
has no value" (Simmel 1990, p. 156). If a commodity is reduced to this func-
tion only - to attract goods through exchange - then we call it money.!!
Hence we define money by its liquidity; i.e. by its superior ability to attract
goods by way of exchange.

According to Simmel, money is the embodiment of the exchange rela-
tion. While emanating from exchange, money is the institution enabling ex-
change. This is not a logical but a creative circle.

From the exchange function all other functions of money can be derived.
Money is a means of storing wealth, or a means of speculation: "... its sig-
nificance as a means of storing and transporting values is not of the same
importance, but is a derivative of the function of money as means of ex-
change; without the latter, the other functions could not be exercised, whereas
its function as means of exchange is independent of them" (Simmel 1990, p.
156).12 If money enters the picture, exchange ceases to be a simple relation-
ship between two individuals because "realization [of its value] depends upon
the economic community as a whole or upon the governments as its repre-
sentative" (ibid, p. 177).

9  Or, more generally, I offer you something for which I believe you are able to
offer me something that I might need. The products and services which will
eventually be exchanged depend on the knowledge the partners have when en-
tering into the process of exchange, and which they acquire during the ex-
change process. It also depends on the cost and risks of monitoring con-
tracts, etc.

10 The relative value form is the precursor of money. On this, see MARX, The
Capital, vol. 1, chapter 1.

11 The historical emergence of money moves from commodity money to pure
(paper) money. Commodity money can still be used for purposes other than
buying, while pure money (or money proper) functions only as a means of
exchange.

12 This does not imply that all functions are always performed by the one kind

of money.
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Money as capital: Money as a general medium necessarily becomes
the end of economic activity (Simmel 1990, pp. 228ff). Since the simple ex-
change motive turns into pofit seeking money becomes capital. The function
of money therefore is not just to allocate goods needed to satisfy needs (as in
the Aristotelian world of oikonomia); it has become an "autonomous supra-
individual formation" (Simmel) governed by its own law, or "language", i.e.
the "revalorisation" of invested values (chrematistes). Money transforms
goods into its "raw material" and creates needs in order to ensure the continu-
ity of the revalorisation process. In short, money is the medium of exchange.
Capital results from exchange operations based on the medium of money.
One could say that self-reflexive money is capital.!3

Money and the interest rate: Interest is the price of (for) money.
The underlying exchange relation (credit) is money today for money tomor-
row. The difference in the quality of the two traded "goods" is just time (if an
entrepreneur invests his money into his own firm, the agent involved may be
the same). The credit operation is a typical example of a reflexive operation:
exchange refers to the medium of exchange.

Everything revolves around money - money is the medium and aim of
economic activity - and markets are hierarchically related to each other; one
may say that this hierarchy is defined by the respective distance or closeness
of goods and markets to money, i.e. by the degree of liquidity of the assets,
or, in other words, by the marketability of products. While according to the
neoclassical norm of equality of marginal utilities all goods are brought to
the same level and all markets are of the same rank, the concept of liquidity
implies some hierarchy among markets and a preponderance of money owners
over owners of goods (Simmel 1990, p. 217). From this follows that the in-
terest rate is the most important price in the economy. This supports the
Keynesian proposition that the interest rate conditions the profit rate, and not
the latter the former one, as stipulated by neoclassical theory.

2. Subject and Object — Firms and Markets

Neoclassical axioms assume individuals endowed with perfect information
and exposed to parametric prices. This approach seems to be meaningless

13 The reader will realise that this is a "morphological" definition of capital
which has little to do with the "material or economic" one which is the sub-
ject of efforts made by the theory of capital (on this see GAREGNANI [1990]).
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from the perspective of selforganisation in which subjects and objects (or in-
dividuals and their environments) "mutually define each other's conditions of
origination". One is impossible without the other, each one can only origi-
nate through the other one. This "mutual definition of the other's conditions
of origination" is an evolutionary pattern typical of all self-generating sys-
tems. This pattern can be characterised as a creative circle which one may il-
lustrate through an etching by Escher: in this etching we observe that both
hands draw each other. This means, they mutually define each other's condi-
tions of origination. They extract themselves by their own means from the
etching and form an entity of their own. Their activity (the mutual drawing
of each other) defines the conditions on the basis of which they can be distin-
guished from one another, and which sets them off against the background.

Figure 1: The Pattern of Evolution According to Escher

Source: "Drawing hands" by M. C. Escher
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This evolutionary pattern is exactly the scheme used by Simmel in his
theory of modem (capitalist) society: The white paper on which Escher's
hands draw each other corresponds to an image of "society" as a mere con-
glomeration of unrelated individuals, i.e. an unstructured, chaotic number or
individuals, out of which the "order" of a money economy can emerge only
after passing through several stages of development. The act of drawing in
Escher's etching corresponds to exchange in the economy. Exchange gives
autonomy to economic subjects while simultaneously generating markets
which form their environment. Exchange generates the paradox of civilisa-
tion: (increasing) autonomy of the individual combined with its simultane-
ously growing socialisation and dependence; the freedom of the subject com-
bined with the simultaneous objectivisation of the world. One is impossible
without the other, each tendency is linked with the opposing other one (Sim-
mel 1900).

Figure 2: The Pattern of Evolution in Economics

The Pattern of Evolution in Economics

autonomous subject 4+—> environment
(firm) (monetary market economy)

exchange

125




RAIMUND DIETZ

Firms and markets: The fruitfulness of this system-theoretical ap-
proach is clearly visible in the case of the relationship between joint stock
companies and their monetised environments. The two relate to each other
like subjects (agents) to their environment, both generated by exchange. For
joint stock companies (subjects) are nothing but bundles of capital (= the ex-
pected net value of future exchanges), and markets are the environment which
has assumed the nature of an object through exchange communication. (This
evolutionary process is illustrated by figure 2, above).

The quasi-parametric nature of markets derives from nothing but exchange
communication. Sociologically speaking, the character of markets becomes
the more "objective” the more extensively and exclusively communication
takes place through exchange, and, economically speaking, markets function
the better, the more finely-meshed the network of actual transactions is.
Prices acquire social objectivity not because of their "rightness”, as being,
say, in accordance with a (fictitious) equilibrium or with other criteria that
might be applied by an outside observer (e.g. V. Pareto), but through societal
exchange communication. According to Simmel, values can be expressed
only through exchange. Only through exchange do values obtain a statable
amount. Another kind of objectivity in the economy, Simmel (1900, pp.
81f) points out, we cannot attain.

That it is nothing but exchange which gives identity to economic sub-
jects becomes overwhelmingly clear in the case of the incorporated firm, the
prototype of a modern enterprise.4 An incorporated firm has a unique iden-
tity, although all its constituents or representatives are exchangeable: the
workers and employees, machines, owners, managers - all of them are ex-
changeable, but the identity of the enterprise remains. The enterprise may
merge with others or split up into various others in the way organic cells do;
new identities can be built up; etc. In spite of being devoid of substance, the
enterprise may refer to itself as an "I", as a legal and economic entity. This
quality of incorporated firms, i.e. to be devoid of substance and yet a subject,
is solely due to exchange.

This is so because we may define an incorporated firm as an organisa-
tional unit whose function it is to communicate successfully in the market,

14 Although other subjects besides enterprises (households, the state) also par-
ticipate in exchange communication and thus contribute to the building of
money-economy environments, enterprises are the only systemic elements,
since their existence derives exclusively from exchange communication, the
basic operation of the economy.
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i.e. it must provide the numerous acts of exchange occurring at different
points of time with an addressee that is clearly visible to outsiders - the com-
pany name - and it must secondly accommodate technical and financial over-
heads (fixed costs, overhead costs, risks) by providing a consolidated financial
budget. Large enterprises and the modern market economy derive their vitality
from this uncanny flexibility.!

3. The State and the Central Bank

The state

In this systems-theoretical context the role of the state can be defined as
the function of creating institutions that help to sustain exchange communi-
cation, and to intervene by fiscal and monetary instruments in order to stabi-
lize that process. Collective action is imperative particularly for complex
transactions (e.g. long-distance trade or exchange with a long time-horizon;
see North 1991). In addition, the market is neither a just nor a stable mecha-
nism. We know very well today that the formation of expectations is influ-
enced by this process itself. Therefore, a policy that stabilizes expectations
may contribute to greater welfare.

The Central Bank

The only exception to the principle of do-ut-des in the strict sense of the
expression is the injection of fresh money by the central bank. By extending
a credit the central bank does not give anything; yet it obtains something,
i.e. claims on interest. This exception is the privilege of the "sovereign", in
money economies occupied by the central bank. The central bank as an insti-
tution derives logically from the de-substantialisation of money (the histori-
cal development of commodity to paper money) (Simmel 1990, p. 168).
Since the intrinsic value of money is zero (it can be produced at negligible
cost) there must be an institution which keeps money tight to put the econ-
omy under a macroeconomic budget constraint (Riese 1983).

15 In contrast to incorporated firms, partnerships or one-man businesses have
an identity because their business assets can be clearly related to a natural
person, or group of persons, endowed with their own natural, i.e. psycholog-
ical or social identity.
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4. Transformation of the "World", of Society and of the
Individual

"World"

A commodity space can only be imagined as a limited world. Such a
world is ruled by the compensation principle: for every profit there is some
loss. This view is stylised in the Pareto optimum: one can enhance one's
wealth only at the cost of somebody. However, as Simmel stresses, the
world is not "given away" (Simmel 1990, p. 292) and it is exchange and
even more so money which open up the world. For in the course of exchange
the actors learn from each other (bilateral contingency as a basic element of
any socialisation process).!® Secondly, people only conclude agreements if
both sides draw some advantage from it. Thirdly, exchange leads to the divi-
sion of labour, the differentiation of products and to the perfection of tech-
nologies (ibid, p. 290). Through their application, substances may be sepa-
rated into an increasing number of components, so that an increasing amount
of value can be derived from every material. Simmel thus formulates the
principle of uncoupling the exploitation of the environment and economic
growth. He calls this the "substantial progress" of culture (ibid, p. 290).
Lastly, apart from the three effects listed above, the very institution of ex-
change is welfare-enhancing. According to Simmel, this last, in economical
terms external, effect of the institution of exchange represents "the functional
progress" of culture. "The concern here is with finding the appropriate forms
that make it advantageous for both parties to exchange ownership of specific
objects" (ibid, p. 290).17 The advantage of exchange, if compared with rob-
bery, theft, or even gifts, cannot be overestimated according to Simmel.
Transition to exchange indeed sets free unimaginable forces. Exchange, he be-
lieves (1990, p. 291), reduces the human tragedy of competition. The fight of
human beings against each other is diverted and becomes a fight of man
against nature. The economy is not a zero-sum game, but a positive-sum
one. The market clearly is not a system of arbitrage leading to an optimum

16 This thought was developed by PARSON and SHILS (1951) and LUHMANN
(1984).

17 Neoclassical economics adresses only the substantial progress brought about
by exchange, i.e. the exhaustion of welfare gains within the given economic
space. The functional progress of exchange is the (unmeasurable) gain which
is to be attributed to exchange as an institution that changes the space in
which agents act.
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within a predetermined commodity space; rather, it is a discovery procedure as
Hayek (1945) has pointed out.

If exchange breaks open the stationary space, money does so even more.
For in order to exchange goods against other goods they must have been pro-
duced before. Not so in the case of token money. The possibility of injecting
fresh money!8 implies that the space of economic goods may be enhanced ex
nihilo.!® From this follows the Keynesian proposition that it is not savings
which cause investment, but credit-financed investment which causes sav-
ings.

Society

Money also transforms society. It brings about individualisation and so-
cialisation; individualisation because it transforms relationships of depen-
dence in such a way that persons need no longer discharge their obligations
by personal service but through money. "Money has made it possible for
people to join a group without having to give up any personal freedom and
reserve” (Simmel 1990, p. 344). On the other hand money socialises, be-
cause it increases the frequency of communicative linkages and ensures their
proliferation. Money economy does not impose any limit on the magnitude
of a particular society. "Big capital”, in particular, has no geographical limi-
tation. Hence, social differentiation and quantitative expansion of groups are
closely interrelated.

Human beings: simultaneously greedy profit-maximising

machines and highly individuated personalities.

Money turns man into something attributed to him or her by neo-classi-
cal theory: a self-centred, ruthlessly acting, profit-maximising individual 2%
Money makes it possible for human beings to compare aims and means us-

18 This quality, by the way, was anticipated by the minting of coins through
which a coin was given a higher than its intrinsic material value (see also
MENGER [1909]).

19 However, this Faustian trick (on advice by Mephisto Faust suggests to the
emperor the creation of token money; not yet exploited natural resources are
to be the collateral, i.e. a mere promise - cf. also H.C. BINSWANGER [1985]).
The result is that only with rising investment and therefore rising growth the
economy remains stable (BINSWANGER [1994]).

20 Thus, neoclassical economics owes its success to a principle which it fails to
to explain.
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ing a commensurable, globally recognised measure. This materialistic, mon-
ey-guided rationality of modern man and the coldness of human relationships
that goes with it is often deplored. In part, justly so. However, it is often
overlooked that the anonymity of relationships under money economy at the
same time also enables highly individual relationships. Thus, love marriages
only arose under money economy. The reification of relationships among
things and the individuation of persons and their relationships with each other
exist side by side.

So far, a number of morphological elements have been described. Sim-
mel's central thesis is that all of them are in one way or another rooted in
exchange, and that the vitality of systemic processes is based on both the in-
dividual and systemic advantages that money as a "supra-individual forma-
tion" (economists call it public good) provides. Since money widens the
space of individual decision-making exponentially (individual gain), it en-
ables development (systemic gain). And since it not only is a means of ex-
change, but has long been the aim of economic activity, it enforces develop-
ment, in whatever direction it may move. To Simmel, money is the most
productive social "invention" of mankind (Simmel 1907, p. 210). It is a pre-
requisite for fashioning, out of a more primitive society, the order of modern
society.

III. Simmel and Economic Science

I hope to have shown that Simmel has indeed provided us with interesting
and profound insights about the money economy. It remains to find out what
economists could learn from him. I think they would profit most by ac-
knowledging and understanding where his approach is different and why.
Since all economics in some way is Walrasian (Blaug 1985), it is perhaps
best to juxtapose Simmel’s approach with that of neo-classical orthodoxy
(Walrasian economics). I would like to restrict myself to this confrontation
in order to highlight the fundamental differences of the two approaches which
will be even more interesting since at first sight (but only then) they both
appear to be theories based on the concept of exchange. Once the fundamental
differences between them have been clarified I shall elaborate on the mediative
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function which Simmel's approach could assume among different economic
schools.

However, in this confrontation with Walrasian economics I shall concen-
trate on one issue which I consider crucial: the differing conception of ex-
change. In contrast to Simmel the neo-classical theory of value is based on a
very rudimentary conception of exchange: instead of on exchange it bases its
arguments on the rate of substitution (RoS) and presents this as the rate of
exchange (on this see Schumpeter 1908, pp. 49, 135). Exchange as a social
action is thus reduced to a "technical” fact. Economy as a social nexus is thus
represented by a technical construction. Schumpeter, an ardent admirer of
Walrasian economics, considers this trick the greatest achievement of eco-
nomic science and speaks of the "logic of economic things" (ibid, p. 260). In
Simmel's theory, in contrast, exchange is a social event to which the socio-
logical logic of double contingency applies. These two completely different
conceptionalisations of exchange have far reaching consequences regarding the
conceptions of objectivity, value, society, and with respect to the treatment
of time, etc.

The substitution rate (rate of substitution, ROS) is the basic element of
Walrasian economics. For, if all substitution rates and endowments were
known, one could, given the necessary computing capacity (computopia!),
calculate the Pareto-optimal allocation point. Since this point is derived from
“technical” substitution rates assumed to be objectively given, we may also
speak of a commodity paradigm, i.e. a commodity space defined by physical
propetties, such as preference and production functions.

Exchange, on the other hand, represents the basic analytical element of a
systems-theoretical paradigm. Exchange is viewed as the element on the basis
of which (capitalist) economies are organized.

Exchange and the substitution rate are, in other words, the partes pro toto
of these two paradigms. Whereas Walrasian economics tries to establish the
preconditions for equilibrium from objectively given data, the systems-theo-
retical paradigm raises the question of the market economy's morphological
structures which emerge from exchange. The market is not viewed as an arbi-
trage mechanism matching given preferences and resources; rather, it is
viewed as a system which co-generates realities and puts them in some kind
of hierarchical order.

In the following I shall attempt to characterise the formal properties of
the two different conceptions of "exchange" in the elaboration of the two the-
ories.
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NEO-CLASSICAL ORTHODOXY

SIMMEL

Definitions

The rate of substitution
(RoS) defines states of indif-
ference for consumers (prefer-
ences) and producers (produc-
tion function).

Exchange (EXC) is a real ac-
tion between two partners.

Consequences of these definitions with respect
to the following criteria:

- Choice versus action

Formally, RoS is a technical
ratio y = y(x), derived from
the function of U =U(x,y)
for any given U, where U de-
notes utility (or, in the case
of a production function, the
quantity of a product), and x,
y are consumer goods (or pro-
duction factors, respectively).

RoS has no time dimension.
Time is unessential, or sym-
metric. Hence, in Walrasian
theory the decision space is
uniform: due to the assump-
tion of rational expectations
and complete markets, agents

In contrast, EXC denotes an
action. 'A’ exchanges x for y,
and 'B' exchanges y for x.
However, while RoS implies
transitivity and reflexivity,
exchanges are never reversible
and hence are not transitive.

EXC is an event which disap-
pears at the same moment of
time as it happens. Time has
only one direction, i.e. time
space is asymmetrical. The
economic space is made up by
the economic agents' expecta-
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decide today for all future
points of time.

tions, that is it rests on trust:
for the economic agents the
future exists only if they can
expect given events to be fol-
lowed by successive events.
Money, for example, is only
accepted because the agents
believe that money will buy
things tomorrow, i.e. that the
system will continue to func-
tion.

- (Technical) objectivity versus (social) objectivisation

RoS considers reality as being
objectively given. Preferences
and production functions are
assumed to be given prior to
the process of exchange (for a
critique see Morgenstern
1972; Buchanan 1979). The
ontological epistemology of
neo-classical economics re-
quires equilibrium to be de-
fined independently of the ac-
tivities of agents - to Frank
Hahn (1981, p. 79) the "can-
ker at the heart of econom-

: "

1CS.
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EXC produces economic real-
ity. Ante exchange, there is
only physical but not eco-
nomic reality. Equilibria how-
ever defined are path-depen-
dent.
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- Individual and society

Though pretending that the
individual is the basic build-
ing bloc of neo-classical the-
ory, substitution rate eco-
nomics reduces the individual
to a carrier of preferences on-
ly. Traditional value theory
does not even allow individu-
als to reflect on their prefer-
ences (Statements as: "I hate
my desire to smoke", are not
admitted (Otsch 1991).

The place of society is taken
by the state, or an almighty
auctioneer, or simple by an
aggregation of representative
individuals.
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The Simmelian approach ap-
plies a neo-Kantian (as op-
posed to a mere utilitarian-in-
strumental) perspective of the
individual. To ask whether an
action is rational, we must
not ask (as in the utilitarian
approach) how it connects the
(psychologically) given de-
sires of the actor; we must in-
stead examine the coherence
of the autonomous individu-
al's principles' reasoning
which determine the action.
Reason may override desires
(Sudgen 1991).

Simmel rejects the view that
society is a substance, an or-
ganism, or an irreducible real
entity. On the contrary, soci-
ety is created by exchange. It
is nothing but the sum total
of the interactions and inter-
dependencies (the German
term Wechselwirkung implies
both) between individuals -
whose unity in turn is consti-
tuted only by their mutual in-
teractions and communica-
tions.
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- Money

The disaster of neo-classical
money theory derives from its
value theory. The neo-classi-
cal value theory occupies the
place which should be re-
served to money: "Main-
stream monetary theory can
be considered as an attempt to
introduce a coordination de-
vice, money, into a frame-
work which already contains a
coordinating device, the Wal-
rasian auctioneer, as an ideal
type. In such a framework
money cannot be anything
else than unessential" (Ees/
Garretsen 1992, p. 4).

In the case of Simmel money
is the medium of socialisa-
tion. Hence money is any-
thing but neutral. Without
money a number of groupings
exist, but there is no society
in the economic sense. Sim-
mel compares money not
only with the nervous system
but also with human blood
circulation. Money is the me-
dium of communication and
at the same time the motive
force behind economic devel-
opment. Hence money is any-
thing but neutral.

- Scarcity versus the language of scarcity

In line with these different epistemological approaches we arrive at differ-
ent definitions of what economics is about.

Traditional theory defines eco-
nomics as the theory of the
optimal allocation of scarce
resources to infinite needs.
Hence scarcity is defined onto-
logically: theory pretends that
scarcity can be derived from
an objective set of data.
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What constitutes economics
is not a given set of data but
the "economic language" in
which scarcity is conveyed
and communicated among in-
dividuals. What Simmel im-
plicitly suggests is the defini-
tion of economics as a theory
of the language in which
scarcity is conveyed / commu-
nicated to individuals (see
above).
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- What or how? Allocation vs. institutions

Substitution-rate economics
allows economic subjects to
determine the allocation of re-
sources, i.e. to show what
the result of an allocation pro-
cess would be if individuals

a) were maximizing their util-
ities in well defined environ-
ments, and

b) were reaching a Pareto-op-
timum.

Economics based on "real"
exchange is theory of the
morphology of the system. It
deals with the very process of
institution-building and its
consequences for individual
actions.

- Plan vs. market

Equilibrium models of neo-
classical theory are auctioneer
models. Price formation and
the transactions mechanism
must be conducted by an auc-
tioneer. No centrally planned
economy has ever been as
centralized as required by the
Walrasian model. Although
the Walrasian model is inter-
preted as being a model of a
decentralized economy, with
precisely the modest informa-
tion requirements that are con-
sidered its typical advantage,
it actually presupposes omni-
science. Morgenstern (1972),
Arrow (1987), and others
point out this contradiction.
Arrow draws attention to the
fact that in a state of disequi-
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In a systems-theoretical view
the market should be con-
ceived as a "device" which
creates economic reality. Sim-
mel does not start from the
maket as a mechanism leading
to a pre-defined state which
we could deduce if all neces-
sary information about substi-
tution rates were known, but
from a "social" (communica-
tive) exchange process which
produces reality. He does not
speak of uncertainty in the
sense of not knowing, or not
yet knowing, nor about mere
correct of false expectations of
reality that pre-exist outside
or independent of the process
of exchange; rather, he says
that this reality is and can be
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librium the information nec-
essary to return to the Edge-
worthian contract curve would
represent nothing less than
the information needed by a
central planner. If one were to
accept the Walrasian model as
a model of a market economy,
one would have to deny the
claims to systemic superiority
of the market economy (Stig-

generated and is objectivised
only through the process of
exchange. Viewed in this
way, exchange is an indispen-
sable (non-contingent) ele-
ment of the economy: it is
the unit act of the economy.
It generates knowledge about
scarcity, i.e. about what is
obtainable, under which con-
ditions, where and from

litz 1994). whom.

It is evident that the substitution rate and exchange are similar elements at
first sight only. At closer scrutiny one realises that completely different theo-
retical "buildings" can be erected if one takes these two concepts as founda-
tion stones. And yet both of them, neo-classical economics and Simmel, op-
erate with the same basic elements: individuals and scarcities. However, they
group these elements in a completely different manner which results from the
differing concept of exchange. "Substitution economics" leads to a theory
which proceeds "from top to bottom". Space is finite, static, given. Only at
equilibrium are relative prices and allocative proportions defined. In this space
we therefore encounter maggots rather than fully-fledged individuals; the place
of society is taken up by the omniscient auctioneer. With Simmel, this space
receives structure through acts of exchange, and space structures this action.
This space is opened up by substantive and functional progress - the world is
not "given away", but has a morphological structure. Freedom and socialisa-
tion mutually constitute each other. Human beings can only be free because
they are disciplined by supra-personal entities - in economic life by money.

Unfortunately, Simmel's work has hardly been taken note of by econo-
mists.2! In spite of his metaphorical language for which he is often criti-

21 On the reception of Simmel in economics, see mainly the dissertation by
FLOoTOW (1992) as well as the book review by LAIDLER/ROWE (1980), which
appeared on the occasion of the translation of Die Philosophie des Geldes
into English.
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cised, the conception of his "Philosophy of Money", interweaving econom-
ic, sociological, cultural, religious and epistemological thinking, is strictly
logical, consistent and fruitful. However, it is not the multitude and variety
of theoretical links in his work, nor his use of metaphors usually frowned
upon in the exact sciences, which may disconcert or even irritate the represen-
tatives of those disciplines. The fact that Simmel has at least been rediscov-
ered by modern sociology, mainly in the US, and that he is today celebrated
as one of its greatest representatives (Habermas 1983; Schnabel 1985), while
in economics, despite declarations to the contrary (Frankel 1977; Frisby
1990; Backhaus 1996), he has barely been noticed, and if noticed he was sub-
sequently forgotten, cannot be attributed just to matters of style; in my view
this is due to the differing position of the observer: Simmel is the explorer of
systems "standing at the bank of the river", while economists are instrumen-
talists "sitting in the boat". Why should a modern economist, who has been
trained to be led, above all, by the methodical a priori of instrumental ratio-
nality and who knows that the success of his discipline within the social sci-
ences is based on this self-limitation - why should this economist change di-
rection and allow himself to be drawn into the complexities which the sys-
temic point of view entails??2

Nevertheless one should recall that certainly not all economists have al-
lowed themselves to be tied to the procrustean bed of instrumental rational-
ity, be it due to the original vitality of their idea of economy, or because they
did not want to swollow the unacceptable consequences of that principle. In
order to pay tribute to Simmel not only because of his valuable contribution
to the theory of money economy, but also to find out what would be his sig-
nificance for modern economics, one should confront "The Philosophy of
Money", particularly its methodological core, with the approaches of those
thinkers and schools of thought which have tried to distance themselves from
the respective "orthodoxies" of their time. Here I am particularly thinking of
Marx, Menger, Hayek, Keynes and Sraffa.

In a confrontation between the approaches of Simmel and Marx we
would, for example, hit upon an interesting similarity between Simmel's
theory of exchange and Marx's analysis of the "value form" (exchange value).

22 Indeed, even within their profession in the narrow sense, economists hardly
show any readiness to learn something new. Coase, who introduces the insti-

tutional aspect via transaction costs, laughs about what others have made out
of him (COASE [1988]).
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Both of them indeed are starting points for a morphology of capitalism.
However, one would also note the difference: Simmel rejected Marx's theory
of labour value for epistemological reasons. This immediately makes Sim-
mel a liberal. For Marx, exchange and thus bourgeois society are contingent,
and to be followed by communism. To Simmel exchange and money are
non-contingent elements of a civil world though fragile as it may be (for
more details see Dietz 1996).

In a comparison with Menger one would perhaps notice that both Menger
and Simmel base their theories of money on exchange. Menger’s money the-
ory, however, is merely attached to his theory of value which is of a Wal-
rasian type, and turns out to be inconsistent with his value theory. In con-
trast to the widespread view held by both foes and enemies of general equilib-
rium theory?3, exchange and Walrasian economics are incompatible (for this
see, e.g., Hellwig 1994).

In a comparison with Hayek one finds strong similarities in their theoret-
ical positions regarding socio-economic order, but with different evaluations
of them. Simmel stresses the deep dilemma of modern culture, while Hayek's
position is more affirmative. What unites the two is their evolutionary ap-
proach.24 Therefore, they both rank the cultural dimension, i.¢. economic and
social institutions, above any rational calculus of the individual. Rationality
is thus rather considered a consequence than a precondition of culture and wel-
fare. Thus, both Simmel and Hayek reject rationalism of the cartesian type
for the analysis of "systems”. In contrast to neo-classical rationalism, which
views everything from an ends-means-perspective, Simmel and Hayek derive
institutions not from deficits in rationality (uncertainty, asymmetrical infor-
mation, transaction costs, etc.), but view them as results of development
processes that could not be created by design. For both Hayek and Simmel
institutions can only form out of human beings living together, or, in other
words, be the result of the (historical) process of socialisation. Both share the
view that although the totality of institutions cannot be created they can be
shaped. In so far as both of them try to show that "productivity" or social
welfare are mainly based on rules, these two evolutionists and proponents of
systems theory are in basic agreement with each other. Beyond that both of

23 BARANZINI/SKAZZIERI (1986) (Eds.) hold that the Walrasian economics is "ex-
change economics" while the economics of Ricardo, Keynes, and Sraffa is
"production-economics”. I think this distinction is very inappropriate for
coping with differences in these paradigms.

24 As far as Hayek is concemed, see VANBERG (1994).
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them believe that the rationality and vitality of the "whole", which defies ex-
planation, only holds if this "whole" forms a unity which emanate from mar-
ket- and contractual relations. In this respect Simmel and Hayek are liberals.

However, although Simmel is older and not an economist, he goes further
than Hayek in that he bases the process of constituting the "whole" on ex-
change and on money as "embodiment” of the exchange relation, while
Hayek is content with the generality of a less clearly formulated "order of ac-
tion" (Handlungsordnung). Simmel differs from Hayek and is thus closer to
classical economists like Smith, Marx, and Keynes, although or just because
he bases his theory on exchange, in his conception of money as an institu-
tion and in his view of money economy as a system. I believe that Simmel
thus surpasses evolutionary neo-classical economics and particularly also
Hayek. For Hayek stops at the concept of market economy and has not much
to say about the concept of capitalism.25 This is regrettable since market
economies are always capitalist economies.

So I see Simmel as the builder of a bridge spanning the Austrian school,
on to Keynes, and reaching as far as the neo-Ricardians. The "Austrian" pillar
is the individual and its process of exploration and learning; the Keynesian
pillar is knowledge about the significance of money for the economy; and the
neo-Ricardian models contains notions of morphological structure similar to
that found in Simmel. The bridge constructed by Simmel moves from indi-
vidual exchange acts, on to money and the morphology of capitalism, and
back. He transcends the subjectivism of the Austrian school through the ob-
jectivity resulting from the morphology of capitalism. But he also transcends
the objectivism of the neo-Ricardians since he traces this objectivism back to
the communication acts among individuals, i.e. to individual processes.
(Freedom of individuals appears as a precondition for the formation of cul-
ture). Looking back on his work and his motivations, Simmel writes in his
"Anfang einer unvollendeten Selbstdarstellung” (beginning of an incomplete
autobiographical description): "I derived the central concepts of truth, value,
objectivity, etc., from interdependences and interactions that formed part of a
relativity which no longer amounted to a sceptical loosening of all firmness

25 This can be proved by looking at Hayek's theory of money. His point of ref-
erence in his money-theoretical arguments is the model of an ideal money
economy in which money is neutral GUSEL/HASLINGER [1993]).
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but, on the contrary, gave protection against it through a new conception of
firmness."26

Simmel stresses that not a single line of his philosophy of money is
meant to be a statement about economics. He believes it to be his task to
pose questions and attempt answers lying outside the traditional scope of the
specialised discipline of economics, which ought to be resolved before any
economic investigation could even start, or which lie beyond its results. The
economist should keep to his or her profession. It is nonsense to try negating
a century of professional specialisation. However, the economist should be
aware that the object of his or her analysis is a social "entitity". He or she
will not be able to model man, not to speak of his or her ability to give good
advice on how to regulate the (money) economy if he or she has no knowl-
edge of its structure (Gestalt) and the vital forces driving its evolution. For
very practical reasons we may sometimes need to know from where the river
stems, in which direction it flows and what it is that is flowing.
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Chapter 6

Ethics and Economics in the Work
of Werner Sombart

FRIEDRICH LENGER

I. Schmoller’s Student

II.  Admirer of Marx

III. Weber's Companion

IV. Sombart’s Economic Systems:
Changing Perspectives 1902-1934

The work of Werner Sombart (1863-1941) presents an especially interest-
ing case for any attempt to take stock of the contribution of the historical
school to the relationship between economics and ethics. One the one hand
Sombart started out as a student of Schmoller following many characteristic
paths of the historical school. On the other hand he used his reading of Marx
to press for a more theoretical historism and sided with Weber in his attempt
to separate carefully between scientific propositions and value judgements.!
When Sombart published the first edition of his opus magnum Modern Capi-
talism in 1902 it was directed above all against "the foggy veils of ‘ethical
sentiments'™ that to him seemed characteristic of the work of the ethical and
historical school of economics so dominant in turn of the century Germany.2
Since he is usually treated as a representative of the last generation of the his-
torical school his critical stance is in need of explanation. It is due to the na-
ture of Sombart’s work that such an explanation has to proceed historically

1 1 use historism for Historismus since the more common historicism is too
closely linked to Popper’s critique of it to allow an adequate understanding of
this important tradition.

2 WERNER SOMBART: Der moderne Kapitalismus, Leipzig (Duncker & Humblot)
1902 (first edition), vol. 1, p. 211; all translations in this text are my own
unless otherwise indicated.
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itself.3 It is well known that Sombart changed his political positions consid-
erably over the course of his long life: from the socialism of the chair to fas-
cism, as an East German author stated in the early 1960s, or from state so-
cialism to romantic anticapitalism, as could be argued more accurately.
These changes were often accompanied by methodological reorientations and
were clearly mirrored in his scholarly work as well. Thus the chronological
approach being used in this article is not only the consequence of a déforma-
tion professionelle of the historian but also the reflection of Sombart’s work
itself. This work, however, will only be discussed as far as it touches upon
the relationship between ethical values and economic and social science on
the one hand, the role of ethical motivation in economic history and in eco-
nomics more generally on the other.’

I. Schmoller’s Student

When Werner Sombart studied law and economics (Staatswissenschaften)
at the university of Berlin his most important teachers were August Meitzen,
the historian of agrarian settlement structures to whom Max Weber dedicated
his Roman agrarian history, the famous state socialist Adolph Wagner, and
last but not least Gustav Schmoller. And it was Schmoller who supervised
Sombart’s dissertation on the agrarian conditions in the Roman Campagna.
Agrarian questions were much discussed in the late 1880s and early 1890s as

3 The following analysis is largely based on FRIEDRICH LENGER: Werner Som-
bart 1863-1941. Eine Biographie, Munich (C.H. Beck) 1994. Since the notes
are restricted to primary sources and to the most important and most recent
secondary literature cf. ibid. for further documentation.

4  Cf. WERNER KRAUSE: Werner Sombarts Weg vom Kathedersozialismus zum
Faschismus, Berlin (Riitten & Loening) 1962; F. LENGER: Werner Sombart
(as note 3) and for an overview in English ARTHUR MITZMAN: Sociology and
Estrangement. Three Sociologists of Imperial Germany, New York (Alfred A.
Knopf) 1973, pp. 133-264 or more recently BERNHARD VOM BROCKE: "Wer-
ner Sombart (1863-1941). Capitalism - Socialism - His Life, Works and In-
fluence Since Fifty Years", Jahrbuch fiir Wirtschaftsgeschichte, 1992/1, pp.
113-182.

5 For a more complete treatment cf. F. LENGER: Werner Sombart (as note 3).
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is witnessed e.g. by Weber’s investigations on rural labour in East Elbian
Germany. Two years before Sombart’s dissertation appeared the famous asso-
ciation of social policy had discussed settlement questions at its meeting in
Frankfurt. Sombart’s father, who was a wealthy agrarian entrepreneur and in
addition had practical experience with the splitting up of larger estates among
settlers, had given the main paper which was then commented upon by
Schmoller.® Thus the comment of Karl Oldenburg, another student of
Schmoller, that Werner Sombart had grown up "in an atmosphere filled with
agrarian politics” was well taken.”

And there are no indications whatsoever in Sombart’s early work that he
might have denied his teacher’s claim that economics could not be reduced to
market relationships but had invariably to do with custom and culture, ethics
and morality. This closeness to Schmoller can be seen most clearly in Som-
bart’s attitude towards the peasantry and his opposition against "the Moloch
of liberalistic doctrinarianism"8, His critique of the agrarian structures in the
Roman campagna does not argue with economic efficiency but judges these
structures by their social and cultural consequences. The most dangerous of
these consequences was the expulsion of tenants and farmers in the interest of
the landed aristocracy. "Private property thus loses (...) the best (and the
only!) claim to economic justification", Sombart approvingly quoted Adolph
Wagner®. This agreement with Wagner - and implicitly with Rodbertus -
comprised the general subordination of private economic interests to the in-
terests of the state. In the late 1880s this position did not yet bring Sombart
into direct opposition to Schmoller. As his teacher in the German case Som-
bart favoured peasant settlements as the solution to the agrarian problems of
the campagna and of Italy more generally. In the 1888 issue of Schmoller’s
yearbook both authors published articles. While Schmoller showed himself

6 Cf. Verhandlungen der am 24. und 25. September 1886 in Frankfurt aM. ab-
gehaltenen Generalversammlung des Vereins fiir Socialpolitik, Leipzig (Dun-
cker & Humblot) 1887 (= Schriften des Vereins fiir Socialpolitik, vol. 32) and
F. LENGER, Werner Sombart (as note 3), pp.41-47.

7 KARL OLDENBERG: "Besprechung von: Werner Sombart, Die rémische Cam-
pagna", Schmollers Jahrbuch, 13 (1889), pp. 693-696.

8 WERNER SOMBART: "Besprechung von: Alberto Cencelli-Perti, La proprieta
collettiva”, Schmollers Jahrbuch, 14 (1890), pp. 1328.

9 W. SOMBART: Die rémische Campagna. Eine sozialokonomische Studie,
Leipzig (Duncker & Humblot) 1888 (= Staats- und sozialwissenschaftliche
Studien, ed. by Gustav Schmoller, (vol. VIII:3), p. 116.
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consoled by the fact, "that there have been centuries, in which the situation
of the peasant has been improved”, his student analysed the "family problem
in Italy"10- In doing so he started out from Schmoller’s equation of domes-
ticity and morality and determined family life as "the anchorground of a true
cultural existence". If Italy in his view lacked "a well ordered family organiza-
tion" - which had to include "the natural destination of women as housewives
and mothers" - the main reason was "that an economically viable peasantry
still exists in only very few regions of Italy"!!,

When he passed his doctoral examinations, one can conclude, Sombart
shared with Schmoller the basic outlines of a conservative social policy di-
rected towards the peasantry and based on the morality of the bourgeois fam-
ily. Included in this agreement was the selfevident understanding of eco-
nomics as a historical discipline concerned with ethical issues and preparing
the ground for social reform. Within this broad consensus the young Sombart
showed strong sympathies for Wagner’s state socialism, and this sympathy
played a role when in 1889 he developed a first understanding of a new school
of social science to which he wanted to belong. The three characteristics of
this new school, among whose adherents he saw Heinrich Herkner, Alphons
Thun or Karl Lamprecht, were a historical approach, a realistic conception
and finally "state-socialist or socioeconomic (anti-individualist) thinking (in
the direction of Rodbertus-Lassalle)"12, The realism Sombart advocated was
the realism of Zola, and thus it is not surprising that after leaving the univer-
sity and working for the Bremen chamber of commerce Sombart’s work con-
centrated on the description of contemporary social ills for a while. The is-
sues he adressed ranged from Italian problems to those of household produc-
tion in local cigar making and in the Silesian textile industry. In these stud-
ies he developed an increasingly critical view of domestic industry, a sphere
defended by Schmoller and other social reformers of the older generation be-
cause it presumably presented an ideal opportunity for combining industrial
labour, family obligations and a partial agrarian self-sufficiency. But when

10 GuUSsTAV SCHMOLLER: "Die soziale Entwicklung Deutschlands und Englands
hauptsichlich auf dem platten Land des Mittelalters”, Schmollers Jahrbuch,
12 (1888), pp. 203-218 and W. SOMBART: "Das Familienproblem in Italien",
ibid., pp. 284-298.

11 Ibid., pp. 288, 295, 292p.

12 Werner Sombart to Otto Lang, January 6th, 1889, International Institute for
Social History, Amsterdam, Otto Lang collection I, Correspondence Som-
bart, p. S.
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Sombart took up an extraordinary professorship at Breslau in 1890 his dis-
agreements with Schmoller still were concentrated mainly on questions of
social policy and his reputation as a "demagogue in scholarly disguise"
stemmed solely from his critical stance towards the labouring conditions in
the weaving, iron and mining industries of Silesia.13

II. Admirer of Marx

All this was to change rather rapidly. It was Heinrich Braun, a revisionist
social democrat and editor of the famous Archiv fiir soziale Gesetzgebung und
Statistik (the later Archiv fiir Sozialwissenschaft und Sozialpolitik) to which
Sombart frequently contributed, who pressed for a serious study of Marx. And
Sombart seems to have read quite a few of Marx’ works in 1892 and 1893.
Late in 1891 he commented upon the Erfurt program of the German Social
Democratic Party. He presented it as the "final victory of Marxist views,
whose core is the materialist conception of history”. Since at this point he
still equated the first part of the program written by Kautsky with Marx’
conception of history his reading does not seem to have progressed very
quickly. More important, however, is Sombart’s evolutionist understanding
of a "mechanistic conception of history" according to which "one could watch
the development with his arms crossed and wait..."!4, This was politically
quieting but it was also closely linked to Sombart’s conviction that "in the
whole of marxism (...) there is not a grain of ethic". Sombart developed this
position in his critique of Julius Wolf and when he did so in 1892 he now
was familiar with the most important writings of Marx and Engels. He in-
sisted upon the "purely theoretical character of marxism" and even offered a

13 Cf. F. LENGER: Werner Sombart (as note 3), pp. 49-53 for a more complete
analysis.

14 Quoted from the report of his paper in: Neunundsechzigster Jahres-Bericht der
Schiesischen Gesellschaft fir Vaterlindische Cultur 111, pp. 25{f.
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class on Marx’ writings in the winter term 1892/93.15 But although - or be-
cause - the national press took notice only four or five students attended.!6

There is no need to sketch Sombart’s encounter with Marx in any detail
here. A sympathetic review of the third volume of Capital was followed by a
warm obituary for Engels upon his death in 1895 and the famous lectures on
Socialism and the Social Movement a year later.!” Why was a student of
Schmoller attracted by Marx? There were above all two aspects of the materi-
alist conception of history that the young Sombart found irresistibly attrac-
tive although at the same time there were quite a few aspects in Marx’ writ-
ings - like Hegelian dialectics - that appeared to him hopelessly outdated. The
first of these two aspects attractive to Sombart was the promise of theory, a
promise that was most welcome because he considered the historical school
to be atheoretical. "For a positive development of economic theory", Som-
bart wrote towards the end of his lengthy review of the third volume of Capi-
tal, "besides the Austrian school chiefly 'scientific socialism' comes into
question"!8, This should not be read as an equal estimation of the Austrian
school and of marxism. The latter was by far the more attractive source of
theoretical inspiration because its theory remained a historical one. What
Sombart found in the works of Marx and Engels was a theoretical historism
"that aims at a consequently theoretical-abstract treatment of economic phe-
nomena while fully respecting their historical relativity."!® Thus Sombart
clung to the historism taught by his teacher Schmoller although he wanted to
reconcile this historism with theory.

The second aspect Sombart considered to be absolutely convincing in
Marx was what he called his realism. He shared Marx’ scepticism against "all

15 W. SOMBART: "Besprechung von: Julius Wolf, Sozialismus und Kapitalisti-
sche Gesellschaftsordnung”, Archiv fiir soziale Gesetzgebung und Statistik, 5
(1892), pp. 487-498, esp. pp. 489f.

16 Cf. F. LENGER: Werner Sombart (as note 3), pp. 78f for a more complete ana-
lysis and further documentation.

17 For a brief overview in English cf. F. LENGER: "Marx, the crafts and the first
edition of Modern Capitalism", in: JORGEN BACKHAUS (Ed.): Werner Sombart-
Social Scientist, Marburg (Metropolis) 1996, vol. 2, pp. 251-273.

18 W. SOMBART: "Zur Kritik des 6konomischen Systems von Karl Marx", Archiv
fiir soziale Gesetzgebung und Statistik, 7 (1894), pp. 555-594, p. 588
(quote).

19 W. SOMBART: Friedrich Engels (1820-1895). Ein Blatt in der Entwicklungs-
geschichte des Sozialismus, Berlin (O. Hiring) 1895, p. 39.
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amiable explanations of history" that "underestimate the role of interests, i.e.
in economic life mainly material interests, as moving forces", explanations
which "therefore belicved in miracles in the social world"20, While his admi-
ration for the theoretical historism of Marx still could be interpreted as a cer-
tain closeness to the historical school his acceptance of Marx’ materialist re-
alism brought him into direct opposition to the ethical component of the
tenets of the historical school. This acceptance of the materialist realism of
Marx has too be qualified but when in 1896 Sombart applauded Marx for re-
formulating the most urgent problem in contemporary social science, namely
the relationship between ideas and reality, he obviously felt that the problem
had not been dealt with adequately by Schmoller and the historical school.
The same holds true when the praise is considered he gave to Marx and En-
gels for freeing the area of social policy from mere phrases.2! Social policy
and its relationship to social science is thus one aspect we will have to con-
sider more closely before coming back to the question how the marxist inspi-
ration contributed to a conception of economic history and economics more
generally different from and partly opposed to that of the older historical
school.

ITII. Weber’s Companion

Even in the 1890s Sombart was neither a marxist in any meaningful
sense of the word nor was he a socialist. Still his views on social policy had
changed considerably from his student days when he had accepted Schmoller’s
standards of morality as the reference point from which to judge economic
and social phenomena and when he had shared Schmoller’s sympathy for the
peasantry and his view of the family as the core of social relationships. As
we have already indicated it were in part Sombart’s studies on the domestic
industries of his time that provoked a new orientation. The labouring condi-
tions here were worse than anywhere else and this had its reason in the al-
most unlimited dependency of the producers. The putting-out merchants,

20 W. SOMBART: Sozialismus und soziale Bewegung im 19. Jahrhundert, Jena
(Gustav Fischer) 1896, pp. 39ff.
21 Cf. ibid., p. 79.
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Sombart noted, did not have to face an organized labour movement nor state
regulations on labouring conditions. Furthermore labour in the domestic in-
dustries was far cheaper than factory labour, a fact that hindered the develop-
ment towards the most modern forms of production. Domestic industries
were technologically inferior, economically unnecessary, but socially harm-
ful. "The verdict", Sombart concluded one of his articles on domestic indus-
try, "has to be guilty."22 The basis for this verdict was a vision of German
social policy that should aim simultaneously at the rapid development and
modernization of industrial capitalism and at the integration of labour and the
labour movement into an increasingly democratic political system. This vi-
sion Sombart shared with quite a few of his colleagues - like Alfred and Max
Weber or Gerhart von Schulze-Givemitz - who have come to be known as
the young generation of the association for social policy and who differed
from Sombart mainly in their much stronger emphasis on an imperialist for-
eign policy as the ultimate goal of modernity, integration and development.23

This conception of social policy, that Sombart pursued in quite a few or-
ganizations of the social reform movement, was not limited to the area of
domestic industry. When Sombart turned to artisans and small traders as his
favourite objects of investigation during the second half of the 1890s the
main perspective remained the same. He summarized it succinctly in a debate
of the association for social policy on the future of the retail trade: "But to
want to be moral at the cost of economic progress is the beginning of the end
of the entire development of culture"?4, Sombart’s stand provoked harsh criti-
cisms from older members of the association for social policy who usually
favoured some measures of protection for those threatened by large capitalist
enterprises. It was Sombart who linked this debate over the content of social
policy to more general reflections on the role of political ideals in social pol-
icy and their relationship to scientific propositions. "The areas out of which

22 W. SOMBART: "Die Hausindustrie in Deutschland", Archiv fiir soziale Gesetz-
gebung und Statistik, 4 (1891), pp. 103-156.

23 Cf. F. LENGER: Werner Sombart (as note 3), pp. 93-110 and DIETER LINDEN-
LAUB: Richtungskimpfe im Verein fiir Socialpolitik im Kaiserreich vornehm-
lich vom Beginn des 'Neuen Kurses’ bis zum Ausbruch des Ersten Weltkrieges
(1890-1914), Wiesbaden (Steiner) 1967, vol. 2 (= Vierteljahrschrift fiir So-
zial- und Wirtschaftsgeschichte, Beihefte, vol. 53).

24 Verhandlungen der am 25., 26. und 27. September 1899 in Breslau abgehal-
tenen Generalversammlung des Vereins fiir Socialpolitik, Leipzig (Duncker &
Humblot) 1900 (= Schriften des Vereins fiir Socialpolitik, vol. 88), p. 253.
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the ideals of social policy are usually being taken, are ethics and religion;
more recently they have been joined by racial hygiene and nationalism". In
this article of 1897 he proceeded not by discussing the relative political mer-
its of these options but analysed the relationship between values and science
within these different approaches. His scorn was especially directed against
the ethical school of economics. Their representatives, he argued, took their
standard by which they intended to measure economic life from economic life
itself. Thus accepting the historicity of their standard they were in Sombart’s
view doomed to take a reactionary stand. To put it differently: Schmoller and
his fellow economists of the ethical and historical school were always defend-
ing the past against the present or the present against the future. This was
unacceptable politically as well as methodologically and Sombart expressed
his general sympathy for those positions who used absolute standards to de-
termine the ideals for social policy, i.e. the nationalist orientation so strong-
ly expressed two years earlier by his colleague Max Weber and that of racial
hygiene which was to play a role in Sombart’s later work - not the least in
his books on the role of Jews in economic life.25

The substance of the political positions discussed by Sombart need not
interest us here. His own position shaded between a general advocacy of pro-
ductivity and a more specifically described cultural progress. More important
in the context of a discussion of the relationship between ethics and eco-
nomics are his methodological arguments. They went clearly in the direction
of advocating a science free of or at least clearly separate from value judge-
ments, This becomes clear from Sombart’s discussion of the possible useful-
ness of an analysis of the ideals governing social policy. A scientific ap-
proach, he explained, could only do two things: It could explain genetically
the emergence of certain ideals or it could treat them critically. Such a cri-
tique would not yield, however, a ranking of ideals, but could only bring er-
rors and inner contradictions to the fore or analyse the relationship of one
ideal to the other. - The message was clear and it was diametrically opposed
to the convictions of Schmoller: Under no circumstances whatsoever could
the choice between different ideals be based on scientific work.26

25 Cf. W. SOMBART: "Ideale der Sozialpolitik", Archiv fiir soziale Gesetzgebung
und Statistik, 10 (1897), pp. 1-48.

26 Cf. ibid. and RITA ALDENHOFF: "National8konomie, Nationalstaat und Wer-
turteile. Wissenschaftskritik in Max Webers Freiburger Antrittsrede im Kon-
text der Wissenschaftsdebatten in den 1890er Jahren", in: GERHARD SPREN-
GER (Ed.): Deutsche Rechts- und Sozialphilosophie um 1900, Stuttgart (Stei-
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The similarity to Max Weber’s position first indicated in 1894/95 is ob-
vious and it is underlined by a comparison with the famous Geleitwort to the
Archiv fiir Sozialwissenschaft und Sozialpolitik of 1904. Edgar Jaffé had
bought the Archiv fiir soziale Gesetzgebung und Statistik in July 1903 and
now edited the journal under the new name together with Max Weber and
Werner Sombart. The Geleitwort had a threefold function: It ought to stress
the continuity with the predecessor of the new Archiv, it had to explain the
position of the new editors (including their views on social policy) and in ad-
dition it almost served as an introduction to Weber’s famous article on objec-
tivity included in the first volume of the new series. For all three purposes
Sombart was a suitable author, and he wrote the first version of the Geleit-
wort with quite a few borrowings from an earlier article he had written on the
Archiv in 1897.27 Around the turn of the century both Weber and Sombart
stood for a modernist social policy in clear opposition to the ideals of
Schmoller and others and they both advocated - in even clearer opposition to
the tenets of the ethical school of economics - a clear separation betweeen the
sphere of values and that of science. Although Weber expressed the latter
point far more convincingly in the years to come the closeness to the young
Sombart should be noted. And it was Sombart who was Weber’s most im-
portant supporter in the debates on value judgements that were to take place
at the meetings of the association for social policy or the German society for
sociology.

ner) 1991 (= Archiv fiir Rechts- und Sozialphilosophie, Beiheft 43), pp. 79-
90.

27 Cf. with detailed references - including a letter of Sombart claiming the au-
thorship of the Geleitwort - F. LENGER: Werner Sombart (as note 3), p. 143.
WILHELM HENNIS: "Die 'Protestantische Ethik' - ein 'Uberdeterminierter’
Text?", Sociologia Internationalis, 33 (1995), pp. 1-17, esp. 16 explicitly
refutes my claim that Sombart wrote the famous Geleitwort, but unfortunately
does not confront the evidence for it.
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IV. Sombart’s Economic Systems: Changing
Perspectives 1902-1934

The first edition of Modern Capitalism which appeared in 1902 showed
clearly where Sombart had departed from Schmoller’s example: It pleaded for
more theory, it continued the fight against "the foggy veils of ethical senti-
ments” and it contained - at least implicitly - a justification for the kind of
social policy advocated by the so-called younger generation in the association
for social policy. This implicit justification originated in an analysis of the
artisanal fate in 19th century Germany, that made up about half of the book’s
almost 1350 pages. The analysis proceeded both historically and theoreti-
cally. Sombart’s historical investigation carefully described that the artisanal
crafts did experience a decline since 1850. His theoretical analysis, however,
intended to prove that this decline was inevitable, that the artisanal crafts had
to decline vis 2 vis the competition of industrial capitalism. Sombart’s the-
ory of industrial competition that developed this "proof” was heavily influ-
enced by Marx and repeatedly referred to "capitalist interest, which means the
same as capital’s striving for profit" as "the moving force[s] of modern eco-
nomic development"28. It need not interest us here in any detail. Sombart
was quite conscious of the fact that this theoretical claim marked a fundamen-
tal difference to Schmoller: "What separates” us, he wrote in the prefatory
note to his book "is the constructive in the organization of the material, the
radical postulate of uniform explanation from last causes, the building of a
social system from all historical phenomena, to put it briefly: it is what I
call the specifically theoretical. I might as well say: it is Karl Marx."29

Sombart’s confession to theory was not meant as a farewell to historism
nor as the acceptance of the deductive reasoning of the Austrian school: "To
search for economic motivations without reference to the social milieu in
which they operate, i.e. as if it were in a vacuum, is nonsense, is simply
logically wrong thinking."30 This comment on the Austrian school makes
clear enough that Sombart wanted to reconcile theory and history, that he
continued to strive for a theoretical historism. Measured against this claim
the first edition of Modern Capitalism was only a limited success. On the

28 W. SOMBART, Der moderne Kapitalismus (as note 2), vol. 2, p. 7.
29 Ibid., vol. 1, XXIX.
30 Ibid., XXVIIp.
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one hand Sombart did not offer a sufficiently clear exposition of the relation-
ship between his theoretical concepts and the empirical naterial. In 1903 at
the meeting of German historians in Heidelberg he did not succeed in explain-
ing to his colleagues, why his theoretical definitions should not depend upon
the accuracy of his historical descriptions. Sombart had already spoken of
theoretical concepts as mere "tools of thinking" in his review of the third
volume of Capital but Modern Capitalism did not yet develop this idea in the
direction of idealtypical constructions that Weber was to pursue soon. On the
other hand - and even more importantly - the genesis of capitalism (title of
volume 1) and the theory of capitalist development (title of volume 2) were
not sufficiently integrated. The theory of capitalist development had its main
reference point in the fate of German artisans in the late 19th century, a fate
that Sombart showed to be governed by the laws of industrial competition.
The genesis of capitalism, however, was relegated to late medieval Italy and
was presented as a highly contingent historical process. The rather long
transition period between the birth and the maturity of the capitalist eco-
nomic system, the transition from an artisanal phase to a capitalist one, re-
mained very much neglected, a fact that is somewhat surprising given the
strong interest Sombart had demonstrated rather early in a "developmental
history"31.

The reconciliation between history and theory was to remain a lifelong
preoccupation of Sombart but it is not the only important feature of the first
edition of Modern Capitalism. Although he had followed Marx repeatedly in
his theory of industrial competition Sombart’s approach diverged from the
tenets of historical materialism in some fundamental respects. This can al-
ready be seen in his definition of the artisan: "He aims at a livelihood in ac-
cordance with his status, no less but above all no more."3? The definition of
the artisan reflected his general conviction that "the substance of a specific
economic form is thus characterized by the final end of economic activity".
Or as he expressed "the basic idea of this book" more succinctly: "One will
have to get used to form the categories of economics according to the spirit
prevalent in economic phenomena"33, Following his own program Sombart

31 Cf. GONTHER ROTH: "Rationalization in Max Weber’s developmental his-
tory", in: SCOTT LASH, SAM WHIMSTER (Eds.): Max Weber. Rationality and
Modernity, London 1987, pp. 75-91 on the much discussed developmental
history of the 1890s and early 1900s.

32 W. SOMBART, Der moderne Kapitalismus (as note 2), vol. 1, p. 86.
33 Ibid., pp. S and 202.
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found the emergence of a capitalist spirit far more important than the mere
accumulation of money since what was needed "to transform the accumulated
amounts of money into capital is the capitalist spirit of its owner", namely
"all those sentiments of the mind, that we have encountered as peculiar to the
capitalist entrepreneur: the striving for profit, the calculating sense, the eco-
nomic rationalism."34

There is no need to summarize Sombart’s much discussed account here.
Suffice it to note that for him the genesis of capitalism was above all a "psy-
chogenesis", an approach hardly compatible with his alleged marxism.35 It
was already in the prefatory note that Sombart had written: "The first, that to
me seems worth stressing, is this: that we should never let us mislead to ex-
plain social reality from other last causes than the motivation of living hu-
mans."36 - This should not be read as a refutation of the materialist realism
of Marx but rather as a completion. As early as 1896 Sombart had noted the
lack of psychological explanation in Marx and proposed to replace the out-
dated dialectics by such psychological explanations.3” With this aim he did
not stand alone. Simmel wrote his famous Philosophy of Money a few years
later with the explicit intention "to erect a ground floor to historical material-
ism in such a way, that the inclusion of economic life among the causes of
spiritual culture maintains its explanatory value, while those economic forms
themselves are recognized as the result of deeper judgements and tendencies,
of psychological, well metaphysical preconditions."38 Simmel too did not
want to refute Marx but to complete his work as a possible base for modern
social science.

The relationship between ideas and reality, one can conclude, was among
the basic problems Sombart wanted to solve in his Modern Capitalism.
Sombart’s solution gave considerable weight to the independent role of ideas
as can be seen in his genealogy of the acquisitive spirit. Whatever one may
think of his solution it remains Sombart’s merit to have posed the problem
of mediating structural processes and ideal factors quite clearly. Contempo-
raries like Alfred Vierkandt recognized this general importance of Sombart’s
book, an importance that would not be diminished "if the experts, the

34 Ibid., p. 207.

35 Ibid., p. 391.

36 Ibid., p. XVIIL

37 Cf. e.g. W. SOMBART: Sozialismus und soziale Bewegung, (as note 20), p. 72.

38 GEORG SIMMEL: Philosophie des Geldes, Frankfurt a.M. (Suhrkamp) 1989, 13,
(=Georg Simmel-Gesamtausgabe, vol. 6) first published in 1900.
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economists and historians, will bring forward all sorts of critical objections
against its content."3% Towards the end of the 20th century one might prefer
to judge Sombart’s achievement in comparison to Weber. Such a compara-
tive evaluation cannot be offered here but it seems obvious how similar We-
ber’s problematic in his essays on The Protestant Ethic and the Spirit of
Capitalism is to Sombart’s 40

The closer investigation of the normative background - be it ethical or re-
ligious - of the acquisitive spirit and of economic rationalism became one of
the main occupations of Sombart during the last decade before World War I
and the books devoted to this question earned Sombart quite a few harsh criti-
cisms from Weber.#! There is no need to follow these debates or Sombart’s
attempts to isolate single factors like luxury and war or the allegedly specific
qualification of Jews for capitalism here.%2

Sombart increasingly linked the question of the origins of the capitalist
spirit to his more and more critical evaluation of capitalist culture. Already
the first edition of Modern Capitalism had contained quite a few observations
on the nature of capitalism that remind the reader of both Simmel’s remarks
on the reversal of ends and means as a typical feature of capitalism and of
Weber’s comment that capitalism once established no longer needed any
capitalist spirit for its existence.#3 "With capital having become a person”,
Sombart had observed, "the person slowly became a thing, a will-less wheel
in the giant work of modemn business. So it comes that even after the sense
for the possession of money has died the entrepreneur locked within the
mechanisms of business life still keeps on restlessly acquiring, until he fi-

39 ALFRED VIERKANDT: "Jahresbericht tiber die Literatur zur Kultur- und Gesell-
schaftslehre aus dem Jahre 1903", Archiv fiir die gesamte Psychologie, 4
(1905), pp. 8-14.

40 For two excellent comparative evaluations of Weber and Sombart cf. PERTTI
TOTTO: Werner Sombart ja kiista kapitalismin hengestd, Tampere (Vastapai-
no) 1991 and FREDDY RAPHAEL: Judaisme et capitalisme. Essai sur le contro-
verse entre Max Weber et Werner Sombart, Paris (Presses Universitaires de
France) 1982.; cf. also F. LENGER: Werner Sombart (as note 3), pp. 128-135.

41 Cf. ibid, pp. 197-207 and 239.

42 Cf. ibid., pp. 187-232.

43 Cf. LAWRENCE A. SCAFF: Fleeing the Iron Cage. Culture, Politics, and Moder-
nity in the Thought of Max Weber, Berkeley, Ca. (University of California
Press) 1989 and for an interpretation of Sombart as the analyst of rationaliza-
tion and alienation FRANCO R12z0: Werner Sombart, Naples (Liguori) 1974.
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nally regards acquiring as the real end of all activity and being."44 But for
reasons not to be discussed here what may be read as an analysis of reification
and alienation increasingly turned into an expression of Sombart’s irritation
over the developments of a modern mass society during the years to come.*’
His critique of capitalist culture gained a new quality when in 1913 he
published Der Bourgeois a book whose English title The Quintessence of
Capitalism is a rather imprecise translation but one that captures the content
of the book quite well. This summary of both his studies on the origins of
the capitalist spirit and of his criticisms of modern mass culture introduced
two new aspects. Both were taken from the work of Sombart’s friend Max
Scheler who had applied the Nietzschean theory of resentment to the bour-
geois spirit. For Scheler as well as for Sombart the utilitarian spirit of the
bourgeoisie expressed little more than the resentment against the seigneurial
mode of life critized by bourgeois authors like Alberti only because it was
out of reach for themselves. The merits of this theory of resentment need not
interest us here. For Sombart it was closely linked to a second aspect: the ac-
ceptance of Scheler’s value tables with its clear priority of the values of life
and culture over those of utility and comfort*, Scheler’s material ethic of
values did not change Sombart’s view of capitalist culture but it provided a
seemingly secure basis for his critique of culture. From this basis he attacked
the English merchants during World War I as well as the socialist tradition
which in the early 1920s he now subsumed under his theory of resentment.4’

44 W. SOMBART, Der moderne Kapitalismus (as note 2), vol. 1, p. 397.

45 Cf. F. LENGER: "Die Abkehr der Gebildeten von der Politik. Werner Sombart
und der 'Morgen'", in: GANGOLF HUBINGER, WOLFGANG J. MOMMSEN (Eds.): In-
tellektuelle im Deutschen Kaiserreich, Frankfurt a.M. (Fischer) 1993, pp. 62-
77, 215-218 and F. LENGER: Werner Sombart (as note 3), pp. 136-176.

46 Cf. W. SOMBART: Der Bourgeois. Zur Geistesgeschichte des modernen Wirt-
schaftsmenschen, Munich (Duncker & Humblot) 1913; MAX SCHELER: "Das
Ressentiment im Aufbau der Moralen", in: MAX SCHELER: Vom Umsturz der
Werte. Abhandlungen und Aufsitze, Bern (Francke) 51972 (= Gesammelte
Werke, vol. 3), pp. 33-147 (first published in 1912) and F. LENGER: Werner
Sombart (as note 3), pp. 232-237.

47 Cf. on the two most repulsive works of Sombart F. LENGER: "Werner Sombart
als Propagandist eines deutschen Krieges", in: W. J. MOMMSEN (Ed.): Kultur
und Krieg. Die Rolle der Intellektuellen, Kiinstler und Schriftsteller im Ersten
Weltkrieg, Munich (Oldenbourg) 1996 (= Schriften des Historischen Kollegs,
Kolloquien, vol. 34), pp. 65-76 and F. LENGER: Werner Sombart (as note 3),
pp. 282-305.
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FRIEDRICH LENGER

Implicitly his acceptance of Scheler’s value tables also questioned the princi-
ple of a value-free science, a principle that later regained its prominence in
Sombart’s writings when attacked by the Nazi dictatorship.43

As Rolf Peter Sieferle has noted recently Sombart’s neoidealist turn to
Scheler’s philosophy of values brought him into a difficult position. On the
one hand he postulated that values governed reality and that men’s will was
capable to shape reality according to these values but on the other hand his
studies of capitalism continued to reveal the force of structural constraints.*®
This can be seen most clearly in the third volume of Modern Capitalism that
appeared in 1927, ten years after the appearance of the second edition of
Modern Capitalism, a completely revised book that had changed from a his-
torical social theory to a constructive economic history.5% The third volume
now carried the story to the present and contained an interesting change of
perspective. While the book still displayed many of the virtues of the first
edition and while its author correctly noted - "And everything that maybe
good in my work it owes to the spirit of Marx." - its main interest was now
concentrated on processes of rationalization, objectivation, spiritualization
and depersonalization.>! Since these were the principles of both capitalism
and socialism his portrayal of these processes resembled more and more the
Weberian iron cage. Still for Sombart there had to be a way out: "The econ-
omy is not our fate", he told his readers in 1932, reversing the famous saying
of Walther Rathenau. And he continued: "thus the future organization of the
economy is not a problem of knowledge but of will,"52 According to Som-
bart this will should be directed towards an authoritarian state, towards eco-

48 Cf. ibid., pp. 377-385.

49 Cf. ROLF PETER SIEFERLE: Die Konservative Revolution. Fiinf biographische
Skizzen, Frankfurt a.M. (S. Fischer) 1995, pp. 74-105.

50 Cf. for a discussion of the changes from the first to the second edition F. LEN-
GER: Werner Sombart (as note 3), pp. 219-246; cf. also MICHAEL APPEL: Wer-
ner Sombart - Theoretiker und Historiker des modernen Kapitalismus, Mar-
burg (Metropolis) 1992.

51 W. SOMBART: Der moderne Kapitalismus. Historisch-systematische Darstel-

lung des gesamteuropdischen Wirtschaftslebens von seinen Anfingen bis zur

Gegenwart, vol. 3: Das Wirtschaftsleben im Zeitalter des Hochkapitalismus,

Munich (Duncker & Humblot) 1927, part 1, p. XIX; cf. F. LENGER: Werner

Sombart (as note 3), pp. 332-345.

W. SOMBART: Die Zukunft des Kapitalismus, Berlin (Buchholz & WeiBwange)

1932, p. 5.

52
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ETHICS AND ECONOMICS IN THE WORK OF WERNER SOMBART

nomic autarky and it should favour artisans and peasants because only these
precapitalist groups were immune to the processes characteristic of both capi-
talism and socialism. That these ideas forming the basis of his book German
Socialism in 1934 offered no solution to the problems of the early 1930s is
obvious.53 But it seems ironic that with these ideas Sombart not only re-
turned to his earlier esteem of the peasantry but also repeated what he had
identified as the systematic fault of the ethical and historical school in 1897,
i.e. to use the standards of the past to cure the problems of the present.

53 Cf. W. SOMBART: Deutscher Sozialismus, Berlin (Buchholz & WeiBwange)
1934 and F. LENGER: Werner Sombart (as note 3), pp. 366-377.
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Discussion Summary

BETTINA LOHNERT

Paper discussed:

FRIEDRICH LENGER: Ethics and Economics in the Work of
Wemer Sombart

The first part of the discussion centered around the comparison of Som-
bart's, Weber's, and Schumpeter's conception of the entrepreneur.

Quite obviously Sombart was connected to the theory of Weber's charis-
matic leader and Schumpeter's entrepreneur. The exchange of ideas on the
theory of the entrepreneur could be interpreted as the early version of the the-
ory of the firm (ACHAM).

In his theory of the entrepreneur Sombart went through many changes.
He startes out by labeling merchants and Jewish entrepreneurs with a nega-
tive image while putting the real entrepreneur on the positive side. In Der
Bourgeois this had already changed and that may well have been under the in-
fluence of Schumpeter. Here he describes the binary opposition between the
positive image of the Schumpeterian entrepreneur or charismatic leader in
Weber's sense and the negative image of the bourgeois spirit resulting in an
utilitarian and hedonistic attitude. Two years later, in Merchants and Heros
the picture of the merchants changed to the negative again. Because of these
many changes there are certainly influences from Schumpeter, maybe indi-
rectly also from Weber, but they never lasted and because of this volatility in
position we cannot take Sombart's model of the entrepreneur at the same
level as the Schumpeterian model (LENGER).

Schumpeter and Sombart both emphasize the profoundly unethical es-
sence of the entrepreneural spirit. Therefore it is no accident that they both
counted pirates as typical entrepreneurs. Here we can find a more general
problem of how to integrate the role of the entrepreneur as someone who is
breaking the rules into the system of ethics adopted in society (AVTONO-
MOV).
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In comparing Sombart's thoughts on bureaucracy to Weber it seems that
elements of cultural criticism in Weber were more dominant. Weber's com-
ments on rationality and the difficulties on maintaining a personality under
modern circumstances is more frightening and deeper (RINGER).

The second major part of the discussion concerned the different influences
on and the importance of Schmoller and Marx in Sombart's work.

It was remarked that Miiller-Armack, one of the fathers of the German
system of the social market economy (Soziale Marktwirtschaft), once noted,
that he was most influenced by the Post-Marxist theory of capitalism by
Sombart and others. Consequently, we have to take this Marxist strand in
Sombart and its influence on the theory of the social market economy more
seriously (KOSLOWSKI).

The speaker agreed that this line of tradition is often overlooked. But as
surprising this Marxist-Post-Marxist influences might seem at first sight,
they have to be explained with Sombart's specific conception of capitalism
and socialism, which are only indicated by labeling it an evolutionist reading
of Marx. In Sombart's very particular reading of Marx there are no deviding
lines between capitalism and socialism. There are just socialist and capitalist
elements that continiuously rebalance their weights (LENGER).

Sombart seems to be more impressed with Marx's special conception of
ethics than with Schmoller's treatment of ethics (YAGI).

What was attractive for Sombart in Marx is that in his theory, ethics are
not important. But Sombart did not keep this position all of his life. For
some time the Marxist conception of ethics proved to be useful to argue

against Schmoller, but later in life Sombart accepted the value template of
Schmoller (LENGER).

In his earlier work Sombart praised the conservative and moralistic ap-
proach of Schmoller and then changed his mind completely: First he had seen
domestic industries as a stronghold of cultural life, then he all of a sudden
condemmed them as socially harmful, economically unnecessary and techno-
logically inferior. The question was raised what his theoretical or psychologi-
cal motives for this radical change were (CHMIELEWSK]I).

In general we can indicate three major sources of influence for these
changes in Sombart. Firstly, the change of his professional situation between
being a student and working for the chamber of commerce moved him from
theory to the reality of economic life. As a student Sombart enjoyed the gen-
erous hospitality of some Italian aristocrats, who told him about agrarian life
in Italy. This theoretical distance probably caused his more romantic posi-
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tions during his youth. He actually wanted to own one of his fathers estates
and to be a patriarchic squire. But from 1888 on he gets in contact with eco-
nomic reality.

Secondly, there is the change between a preference for agrarian problems
and those of domestic industry. It may well be that the shocking labour con-
ditions in domestic industries in Silesia in 1890 made him change his mind.

Thirdly, Sombart's reading of Marx fostered such a change and made him
think of Schmoller as naive and romantic (LENGER).

Obviously Sombart was unsatisfied with Schmoller's theory of econom-
ics. But what was Sombart looking for in Marxist theory that he did not find
in Schmoller? It is not true that Schmoller did not have a theory. After all
the Grundlagen der Volkswirtschaftslehre is a sound textbook of economics
and is not at all just telling stories. Maybe Sombart was in fact looking for
the absolut knowledge in the Hegelian-Marxist sense. This is a common
phenomenon of modemity: the periode between 1900-1945 was drunk of his-
toricism, which is quite a different concept than the older historism, which
was more empirical and inductive. We find this general turn towards a Marx-
ist form of historism also in Sombart. Although this line of thinking is not
identical with Dialectic Materialism it is still within the same frame of mind.
Therefore we have to ask whether Sombart's critique on Schmoller can be de-
scribed in the dichotomy of theory vs. history. They rather are different con-
cepts of theory and history in Marx and Schmoller. In Marx, the economic
theory as the key to social progress entitles the economic reformer to politi-
cal and intellectual power. This is a very problematic position (KOSLOW-
SKI).

The speaker responded to this remarkes that Sombart and Schmoller's
other students were still waiting for Schmoller's textbook of the Grundlagen
der Nationalokonomie. During that time, all they had were their lecture
scripts of Schmoller which were not very helpful for teaching economics.
Maybe this was one reason for Sombart's dissatisfaction with Schmoller's
theory.

What Sombart also missed in Schmoller was the discussion of develop-
mental history. Here Marx certainly was not the only inspiration to Sombart.
Most prominently Darwin has to be mentioned here. That may explain why
Sombart considers Schmoller to be insufficient in theory. It is doubtful
whether Sombart really took this turn towards the Marxist grand theory. Al-
though his book Modern Capitalism tries to include other inspirations, it es-
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sentially remains within the traditional historistic conception of the individ-
ual (LENGER).

The polemic against Schmoller should not be taken too serious since it
was just a reaction against his great achievements and his fame. The marxist-
historist theory of capitalism on the other hand does overrate the generality of
a grand theory. The idea of a modern capitalism is misleading, because there
are so many forms of capitalisms. Trying to find an overall explanation of
the totality of history was the temptation of this period in philosophy and
economics, a line of thought that goes back to Hegel's idea of absolute
knowledge. Looking on this notion from outside Europe, will seem to be
very strange to Non-Europeans today (KOSLOWSKI).

It makes a difference whether we consider Marxist theory under the cate-
gory of being true or of being fruitful. It might not be true. Nevertheless,
Marx's inspiration in the 1890ies was fruitful for Sombart (LENGER).
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Chapter 7

Historical Changes and Economics in Arthur
Spiethoff's Theory of Wirtschaftsstil
(Style of an Economic System)

VITANTONIO GIOIA

I. Introduction

II. G. Schmoller and A. Spiethoff

HI. Anschauliche and Pure Theory

IV. Wirtschaftsstil and Real Type

V. Real Type and Economic Analysis:
Some Epistemological Problems

VI. Conclusion: Some Critical Remarks

I. Introduction

The analysis of historical changes represented certainly a pivotal element
in the work of representatives of the German historical school. However at
the beginning of the 1900s the resultes achieved in reference to this theme af-
ter half a century of intense scientific production seemed quite unsatisfactory.
The German historical school had yielded interesting historical analysis, new
fields of research and original methodological contributions but the effects on
the theoretical constructs within historical economics were quite scarce. The
sense of frustration and confusion was further increased by the conclusion of
Methodenstreit and by the awareness of the capability of the Neo-classical
approach to produce a rising stratification of new theoretical constructs and
new scientific categories. So, while the hiatus between history and theory did
not seem to have any negative effects on the scientific productivity of the
Neo-classical approach, within the German historical school, instead, the at-
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tempt to produce a stronger connection between the theoretical and empirical
dimension seemed arid and unfruitful.!

A. Spiethoff's work arises in this cultural climate. As a business cycle
theoretician he intended to give a contribution also in relation to the method-
ological field in order to overcome the "sterile contra positions” of Methoden-
streit and to build a historical economics which was able to create not only
statements valid "from an empirical point of view" but also "asserts” of gen-
eral validity; in short: theories. So, within the coordinates of the "anschau-
liche Theorie”, he constructed two analytical devices, the Wirtschaftsstil and
the "real type", which could in his opinion represent the answer to the many
unsettled questions posed by the German historical school. In this paper we
will try to understand the epistemological significance of Spiethoff's attempt.

But it is also useful to remember that Spiethoff represents an interesting
case for other reasons.

He is certainly a well known author, but he is known especially for his
business cycle theory, while his methodological contribution is completely
ignored or only episodically recalled.?

Now, if we consider Spiethoff's work we have to observe not only that
these two aspects (business cycle theory and epistemological reflection) are
closely connected, but also that Spiethoff himself insists on the fact that it is
impossible to understand the former without the latter. In this paper we can-
not see the strong internal relations between the two sides of Spiethoff's
work systematically, but we invert the traditional evaluation of it: we primar-
ily consider Spiethoff's methodological and epistemological reflection and use
the references to his business cycle theory only episodically and in order to il-
lustrate particular methodological aspects. Admittedly, this is not the correct
approach to Spiethoff's work as a whole. The advantage of such a choice is
twofold: we can fix our attention on previously neglected or underevaluated
aspects of Spiethoff’s reflection; we do this deliberately in order to limit our
evaluations exclusively to his epistemological reflection.

1  On the evolution, conclusions and theoretical consequences of the Methoden-
streit cf. HERKNER (1924), SOMBART (1930), HAUSER (1989), GIo1A (1991).

2 On this aspect see the interesting considerations made by CLAUSING (1958)
and KAMP (1958).
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II. G. Schmoller and A. Spiethoff

As we said, Spiethoff's starting point was given by the sense of dissatis-
faction of the representatives of the German historical school at the begin-
ning of the 20th century. The first step of his analysis is also necessarily de-
termined by the evaluation of Gustav Schmoller's work. Spiethoff is con-
vinced that the "Schmoller programme" (Backhaus 1994) did not give the de-
sired results not only because of external factors (advances in economics, the
success of the Neo-classical school, the results of Methodenstreit, etc), but
also due to the intrinsic limitations in Schmoller's theory.3

In fact, referring to the famous passage from the second volume of the
Grundrif where Schmoller underlines that the task he has set himself is not
that of establishing a new theory, but that of freeing political economy from
"false abstractions”, Spiethoff sees the function of Schmoller's work as that
of eliminating the tautological "self-referentiality" of pure economics. He
stresses that on the methodological plane, Schmoller found a different theo-
retical vision, but at the same time, he did not develop a paradigm for its sys-
tematic exploration. On the evidence of this passage Spiethoff interprets
Schmoller's work as an attempt to graft onto the old theories procedures ca-
pable of demonstrating their explicative powers.

Spiethoff writes, "The starting points remain the old ones, and they are
discussed in detail” from the point of view of their "generality" and from that
of the distance separating them from reality by means of the "simplification”
that the theories must undergo (Spiethoff 1938, p. 28), but they are not "re-
placed by others". In this way it is shown "how much empirical material is
lost, if the mental construct derives exclusively, as a logical deduction, from
given premises” (Spiethoff 1938, p. 28), but at the same time no single the-
oretical hypothesis emerges capable of integrating this empirical material
into a new conceptual construct: "the empirical enquiry does not cohere into a
new theory" and ends up serving only for "the discussion of the old theories."

It follows that Schmoller's main contribution lies in his criticism of the
old theories and in the criticism of the methodological approach of pure eco-
nomics, which is incapable of integrating observed reality into theoretical

3 References to Schmoller are, of course, present in the entire work of Spiet-
hoff, but a systematic analysis of Schmollers contribution to the economics
is included in two essays. Cf. SPIETHOFF (1918) and SPIETHOFF (1938).
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circuits. Spiethoff states that Schmoller strips "the ideal-typical theory of its
linearity and its rigidity", but does not replace it with a theory that can com-
pete with it. Even in Schmoller's pivotal theory of prices and value

there is no ... use of empirical materials for an autonomous concep-
tual construct, - laden with empirics - to place alongside the ideal-typ-
ical construct, there is no conclusive conceptual scheme demonstrated
from the empirical material, to place as a representation of reality
alongside the ideal-typical one of pure theory (ideal and real representa-
tion) (Spiethoff 1938, p. 29).

From this point of view in Schmoller the attempt to construct a "con-
crete” theory (anschauliche), capable of relating the stages of development of
analytical structures to the changes that have meanwhile taken place in the
object of enquiry, remains an unfulfilled aspiration. The defect in Schmoller's
attempt, which he himself admitted, was probably the fact that he tried to
solve this problem with too general an approach, which brought him up
against two circumstances that could not converge and complete each other in
a single, easily readable theoretical context. In fact, on the theoretical plane,
it tended to pose a series of interesting questions-begging; on the empirical
plane, the attempt to master an enormous amount of overlapping material in
compositions, though meaningful, lacks a unifying theoretical interpretative
key. In both cases Schmoller's work could be read as a plea for scientific pru-
dence and as a collection of correct observations, but not as a cohesive ex-
plicative theory.

The image that throws most light on Spiethoff's final evaluation of
Schmoller's work emerges when he writes of Schmoller creating only a theo-
retical context where "theory and empirically examined reality are left to fight
it out", causing theoretical "bewilderment", since he is not able to tie eco-
nomics to new certainties. (Spiethoff 1925, p. 29)

The critics, including the most recent, have confirmed the correctness of
Spiethoff's interpretation.?

4  Cf. esp. SCHUMPETER (1926), p. 19; HUTCHISON (1969), pp. 380-3; LANE, RIE-
MERSMA (1953), pp. 435-6; VEBLEN (1901), pp. 92-3; MITCHELL (1969), p.

559; Faucct (1988), p. 137; SCHEFOLD (1989), ZAGARI (1993), GIo1A (1990,
1991).
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III. Anschauliche and Pure Theory

After Schmoller, "far more important than the execution of the king is
the question of whether the procedure for the succession has been, or can be,
made ready" (Luhmann 1985, p. 8). The attempt to answer this question con-
stitutes the horizon within which Spiethoff moves and within which we can
see not only his insistence on the concept of "anschauliche Theorie” and the
creation of the concept of Wirtschaftsstil, but also the analysis of the busi-
ness cycle, as the basic testing ground for a theoretical approach capable of
becoming a candidate for the succession.

In fact, the actual definition of such an approach involves serious prob-
lems both for intrinsic reasons regarding its range of theoretical references,
and because of the need to overcome the initial obstacle of the strength of the
theory which, rather inappropriately, is considered its rival. In the Preface to
the English Edition of Krisen Spiethoff points out:

Unfortunately there is no generally accepted name for this method.
Some call it "empirical-realistic", others "concrete", yet others "obser-
vational" (anschaulich). Among English names which have been pro-
posed are "essential-intrinsic theory” (E. Salin), "theory of economic
Gestalt" (Redlich), "all-round sociological theory" (H. W. Singer),
"realistic theory" (Hero Méller) (Spiethoff 1953, p. 75).

To arrive at a definition of this method it is useful to start from the term
"anschauliche" in order to illustrate the essential features of A. Spiethoff's
work. This term was first brought into scientific debate by E. Salin in the
context of his study of W. Sombart's Der moderne Kapitalismus (Salin 1927,
p. 314), but it is certainly with Spiethoff himself that it assumes a specific
epistemological density both as the distinguishing trait of Schmoller's work
and as the key concept of his own analytical approach. 5

The meaning of this term is difficult to convey outside the German con-
text because of its semantic wealth (and also ambiguity). It comes as no sur-
prise that Fritz Redlich, translator into English of some of Spiethoff's
methodological texts, renders it with a paraphrase: "economic Gestalt the-
ory". By using this paraphrase, Redlich explicitly recovers the "Gestalt" cate-
gory which, taken from psychology, referred to the capacity of the single

5 In order to have a general vision in reference to this theme see SPIETHOFF
(1932, 1938) and SALIN (1944), cf. especially pp. 208-220.
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phenomenon to embrace elements whose interpretative key was to be found
in the total psychical life of the person under analysis. (Lane and Riemersma
1953, p. 442)

I prefer to use an expression like "historical-concrete theory" or "histori-
cal-concrete economics”, to allow for a more direct understanding of the
meaning of the term. Moreover, such an expression is suggested by Spiethoff
himself when he talks about "geschichtlich-anschauliche Theorie", stressing a
procedure of scientific abstraction capable of gathering the constellations of
phenomena analysed within contexts that are clearly defined historically.

The "historical-concrete theory", therefore, constitutes an attempt to forge
an epistemic link with real events, in order to foreshadow the opening of the-
ory towards the world. In other words, it is an attempt to create theoretical
devices, which, when placed alongside the "historically indeterminate eco-
nomic theories" (unbedingten und zeitlosen), defined mainly within static pa-
rameters, enable us to identify the historical causes of the phenomena under
analysis and, consequently, the causes of economic changes.

Both theories of pure economics and those of historical-concrete eco-
nomics are constructed - on a purely formal plane - in a similar way. They
presuppose selective criteria and the use of logical and logical-mathematical
instruments available to economists. They differ, however, in their presuppo-
sitions and in their aims. The axiomatic, arbitrary assumptions of pure eco-
nomics are replaced by "realistic" starting points in “anschauliche Theorie".
As Spiethoff points out:

Both types of theory separate and isolate but each does so in its own
peculiar way. (Spiethoff 1955, p. 12)

And shortly afterwards he continues:

A distinction has been made between the two types of theory accord-
ing to the level of abstraction, but no toning down of the level of ab-
straction, however marked it may be, transforms pure theory into his-
torical-concrete theory, no accentuating of the abstraction, however
marked it may be, transforms historical-concrete theory into pure the-
ory. (Spiethoff 1955, p. 12)

It should be clear, then, that both theories are constructed according to cri-
teria of rational acceptability which are typical of science, but they are part of
such different referential contexts that they are mutually untranslatable. In
fact, if the difference between them were due solely to procedural diversity,
the distance between the two types of theory would be easy to eliminate, but
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this distance is destined to remain precisely because it is rooted in a contrast-
ing approach to the subject under study: it is this difference of approach, and
not the different logical procedures, that determines the difference in explica-
tive content.

IV. Wirtschaftsstil and Real Type

The concept of "economic style" is among the co-ordinates of historical-
concrete or realistic economics. Wirtschaftsstil is the intellectual device de-
signed for use within the confines of "historical-concrete” economics and is
the fruit of the attempt to simultaneously create assumptions, selection crite-
ria and contexts for the evaluation of scientific statements in a historical per-
spective.

The keystone, the essence of the historical-concrete theory lies in the
fact that the working hypothesis is controlled on the basis of the ob-
servation of reality. This allows for the simultaneous evaluation of
initial queries, working hypotheses and empirical research. One of the
greatest difficulties in working with the historical-concrete theory is
that of really letting empirical research fight it out with theoretical
reasoning. (Spiethoff 1948, p. 602)

The concept of Wirtschaftsstil has illustrious predecessors in the theory of
stages formulated from various theoretical angles by the historical school
(among others), but its originality derives from the theoretical aims that Spi-
ethoff attributes to it. The concept was honed - as we will see - through
stringent confrontations with the studies conducted by M. Weber (ideal type),
W. Sombart (Wirtschaftssystem) on the one hand and on the other with Cas-
sel and Schumpeter's attempts to interpret economic phenomena in dynamic
terms.

We can start with Spiethoff's definitions: Wirtschaftsstil "is not simply
derived from experience, but is predicated as on intimate knowledge of eco-
nomic reality. Its aim is to mirror economic life as a specific set of economic
institutions, economic life in its concreteness” (Spiethoff 1953a, p. 452).

6 For a careful and vast reflection on the concept of Wirtschaftsstil, its genesis
and its theoretical evolution cf. WEIPPERT (1943), RITSCHL (1943), SCHACHT-
SCHABEL (1943).
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The Wirtschaftstil represents an attempt to build a historical type of an
economic system clearly foreshadowing all the features that distinguish it
from the other economic systems and all essential causal factors of it. Spi-
ethoff’s aim is to construct scientific models characterised by a "unity of
form" (ibid.) and a "completeness of causal elements” (ibid.), in order to deal
"in theoretical terms with the typical variations in economic life" (Clausing
1968, p. 133).

These causal elements "are not arbitrarily selected in advance" or "selected
to suit a preconceived theoretical system”, but they are the result of an empir-
ical research guided by an "explicative idea" (Erkldrungseinfall). For reasons
which will be clearer later, I prefer to translate Erkldrungseinfall with "ex-
plicative idea" and not with "intuitive hypothesis" as Fritz Redlich translates
this terms in 1953. And so the style focuses not only on the logical unity of
the model, but also on the peculiar features of the system under analysis.
Miiller-Armack, who used this concept more broadly, shares this definition
when he writes:

Style is a unit of expressions and behaviours which appears in a given
period and in all of the different fields of the society (Miiller-Armack,
1944, p. 21).

Before discussing the epistemological problems implicit in such a con-
ception it is useful to show the reason of Spiethoff's insistence on the rele-
vance of the historical types for his analysis. Spiethoff starts, as is well
known, from the presupposition of the necessity to construct, in economics,
historical theory alongside pure theory. Spiethoff believes that such a con-
struct can be realized only on condition of the creation of historical and ana-
lytical models, which enable different economic systems and, within the sys-
tems themselves, different phenomena or different constellations of phenom-
ena to be judged comparatively. Without scientific models, in Spiethoff's
opinion, we do not have the possibility of theoretical reasonings because of
the lack of a network of reference and consequently our reflection cannot es-
cape the mere descriptivism which characterized many representatives of the
historical school. Schmoller's failure was fundamentally determined by his
inability to follow this pathway.

Spiethoff was aware not only of the difficulties of this attempt, but also
of the fact that with it he introduced a radical hiatus compared with the usual
methodology of the German historical school of economics. But he argues
that if we want to explain economic life and its historical changes, we do not
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have any other alternatives. We must necessarily create theoretical models
which give us the possibilities to draw out asserts which are valid not "only
from an empirical point of view", but also from a "general" point of view.
And we can obtain that only if we build models" valid for all analysed objects
included in the field of some given premises” (Spiethoff 1932, p. 51-2).

Such an idea, underlines Spiethoff:

... was rarely expressed with such a radicality, but a similar purpose
was always present, even if often confusedly (in the German historical
school). The starting point was always given very clearly by the rebel-
lion against those absolute solutions equally valid for all economic
conditions and to which only a historical theory can be contraposed
(Spiethoff 1932, p. 54).

If so, the problem is as follows: why did the German historical school
avoid this pathway and why does Spiethoff speak of a radical hiatus intro-
duced by his reflection?

The answer to this problem is connected with the complex relations be-
tween the representatives of the German historical school and K. Marx. In
fact, Marx certainly follows this pathway and many representatives of the
historical school accepted some results of Marx's analysis, but they radically
refused his general approach to the study of capitalism and the conclusions of
his work. This attitude was probably due to the fact that the idea of accepting
the central methodological indication of Marx was seen as a danger or as too
important a concession to the theoretician of socialism.

This aspect of the question is clearly set out by Sombart. Sombart, as is
well known, criticised both the Marxian conclusion and the ideological con-
tent of his analysis, but at the same time he underlines the fact that Schmo-
ller's failure in the creation of a historical theory and his descriptivism were
determined by his incapacity to use the methodological lesson of K. Marx ad-
equately. Whoever intends to make historical theories and not mere descrip-
tivism, must proceed "like the mathematician who puts out parenthesis and
extracts the recurring constants in each value, so that instead of ab + ac + ad
he says a (b+c+d)" (Sombart 1978, or. ed. 1916, p. 92).

In the same way, it is necessary to isolate the "Gestalt" of economic and
social systems and on this ground to create the conditions of the construction
of historical theories. By doing so, we can obtain - he adds - the "constructive
element in the organisation of the empirical material" and "the radical postu-
late of a unifying explanation" (Sombart 1902, p. XXIX). This is what is
missing in G. Schmoller and precisely what is, on the contrary, present in K.
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Marx. For this reason he characterised his approach as the attempt at an "in-
timate connection within a social system of all of the historical expressions,
in short, it is the specifically theoretical element. I could also say: it is Karl
Marx" (Sombart 1902, p. XXIX).

In my opinion, Spiethoff was equally aware of the theoretical implica-
tions of his methodological approach. This awareness arises when he defines
his conceptual construct as realtype and underlines the interpretative limits of
the Weberian ideal-type.

A realtypical model stresses similarities and uniformities not as they ap-
pear by logical deduction from given axiomatic principles, but as a construc-
tion based on a relation between theory and investigated reality. This, in fact,
allows the isolation of its "regular and essential features” (Spiethoff 1953b,
p. 76).7 If "the real type represents the recurrent regularities of a historical
object, stripped of its historical uniqueness" (Spiethoff 1953b, p. 74) we can
at same time know its historical peculiarity, the general conditions of its re-
production and the reason for its internal transformations in relation to the ac-
tual development mechanisms. And we can obtain theoretical indications, in
relation to this second aspect, only if we manage models permanently open
to comparison with the changing reality. It is necessary to start - writes Spi-
ethoff - "from a meaningful conception which embodies the preliminary im-
pressions of the pertinent phenomena, their causal relations and the essentials
determining the Gestalt of the total situation" (Spiethoff 1953a, p. 459). The
scientific task is to aim at "a minimum of distinguishing traits", but he adds:

In my method the presentation of the characteristic features of a
"style" is always open to improvement. On the basis of new observa-
tions the number of characteristic features may be increased; but it
may also be decreased through improved analysis (Spiethoff 1953a, p.
459).

This aim of the representation of a concrete "real context" and "the com-
pleteness of the causal elements” constitutes the trait that distinguishes
Spiethoff's methodological approach from the Weberian approach. It reveals,
in Spiethoff's opinion, his scientific productivity just when we try to explain
the changing reality of an economic system. If it is true - notes Spiethoff -
that "the social scientist builds ideal types in order to obtain fixed points of
reference in the perpetual flow of history" (Spiethoff 1953a, p. 455), it is

7  For a careful reflection on this aspect of Spiethoff's work cf. also WEIPPERT
(1943), esp. pp. 79-89.
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also true that " a ‘'real type' would do much better service" in reference to this
aspect.

In fact, the ideal type is constructed by putting together elements drawn
out of reality through an abstraction process which has in mind particular
gnoseological purposes. "This involves a one-sided exaggeration of certain
aspect of reality, but is not to be found in it" (ibid., p. 453). The ideal type
is strongly determined by his premises and the selection of the analysed phe-
nomena is conditioned by the logical purposes for which an ideal type is
built. For this reason the social scientist who works with ideal type legiti-
mately "may have to exaggerate rare phenomena, because, from his point of
view, they are essential for his construct” (ibid., p. 456).

On the contrary the scientist who works with real type cannot consider
rare phenomena or exaggerate the importance of recurrent phenomena, he has
to try a theoretical reproduction of totality under study because a 'real type'
originates in the mental process of separating recurring social phenomena
from their unique particulars or, if you prefer, of cleansing those phenomena
of their unique features" (ibid., p. 455).

In Spiethoff's opinion the real type in defining "a specific pattern of eco-
nomic life and ... its essential properties” makes possible an adequate com-
parison between different moments of the same reality or different phenomena
within it: all that creates the conditions for the understanding of the historical
changes in a given economic reality.

Reality must be apprehended as a totality and all reasoning on the
connection of phenomena and on causal explanation must take place
in the network of this real context. (Spiethoff 1932, p. 80)

V. Real Type and Economic Analysis:
Some Epistemological Problems

Of course the making of real type implies a peculiar relation between sub-
ject and reality which cannot be ignored and Spiethoff, especially in Synop-
sis, develops a careful reflection about it, focusing on the role of the subject
in the knowledge process.

In this perspective the "real context" cannot mean a mere reference to em-
pirical material, but refers instead to the capacity to reproduce theoretically
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the essential links which make a phenomenal whole into a unique reality able
to provide interpretative keys of a historically determined uniformity for any
observer attempting an interpretation using his own interpretative tools.

The objectivity of such a context does not refer, therefore, to a factual
world which forces itself on individuals regardless of their interpretative
tools. Thus, subjectivity is not diametrically opposed to this common em-
piricistic simplification of objectivity. On the scientific plane, subjectivity
for Spiethoff implies the attempt to construct general explanatory systems on
the basis of a point of view. In this sense, on the procedural side, it is sub-
ject to all the checks that make it plausible as a basic element in scientific
discourse. In short, a single explanation of a given set of phenomena will
make use of a double-sided interpretative key, defined by Weippert (Weippert
1943, p. 82) as "ontologisch und kulturtheoretisch”. While on the one hand
this stresses the ever-present subjective dimension implicit in every scientific
activity ("kulturtheoretisch”), on the other it indicates the tendency towards
the extra-mental dimension of observed phenomena (“ontologisch”).

From this point of view, the interest in the concept of "economic style"
seems to derive from the fact that it can make a significant contribution to a
debate growing out of the many Methodenstreit that have crossed the social
sciences scene and that, as Rothacker pointed out, not without reason seem to
have fizzled out. Basically, in contrast with what is suggested by the conclu-
sions of many methodological debates, "the most serious clashes between so-
cial scientists do not take place between those who want to observe without
thinking and those who want to think without observing" (Wright Mills
1962, p. 43). Rather, these differences of opinion are related to "the way of
thinking and the way of observing" and above all, "the links between think-
ing and observing" (Wright Mills 1962, p. 43).

In actual fact, as long as methodological debates continue to be tied to
possible divergences in the structure of the explanatory model, it will be dif-
ficult to find a solution. The isolation of this point and the subsequent fos-
silization of the hypothetical-deductive model, regarded as the only acceptable
model for scientific explanation, "has created a series of concepts that tend to
eliminate every argument in other fields of knowledge (genetics, psychology,
stylistics, aesthetics)." (M. Ceruti 1986, p. 23)

However, current epistemological debate has revealed that "many hierar-
chies" constructed following this model are too "simplistic and many of the
eliminations are too heavy-handed" (M. Ceruti 1986, p. 23).
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Spiethoff's scientific approach can be considered an attempt to break with
these "simplifications" and to avoid these "heavy-handed" eliminations by
means of an analytical model capable of bringing into question that particular
kind of "self-referentiality” typical of scientific discourse, based on what we
can call the "Cartesian fallacy". In other words, it is based on the idea that a
"worldless individual” (in Elias' words) faces reality in terms of its dehistori-
cised criteria of rationality. In the cognitive universe of Descartes we have
two significant points of departure: the first one insists on the irrelevance of
the external world and, consequently, on the truthlessness of the sensorial
perception of it; the second one focuses on the certainty that reality is un-
changing in its essential features. If we add to that the Cartesian assumption
that our mind can only know what it itself produces, we will be able to un-
derstand apriorism, atomism and reductionism as the main pathways to build
models in which internal consistency is gained through the sacrifice of the
external world. (S.C. Dow 1985, pp. 12-7; P.V. Mini 1974, p. 22) Now, it
is certainly true that we can work exclusively with our ideas as products of
our mind, but we must admit that only from a general point of view we can
consider the external world as a product of our mental world.®

But if it is so, we have to conclude that the sole theoretical possibility
that there isn't full accordance between the internal and external world poses
the problem of a careful analysis of the external world in order to find its
rules and the reasons for its peculiar dynamics. This recognition does not re-
duce in Spietoff’s opinion the role of the subject in the cognitive process
(without a knowing subject, the problem simply does not exist), neither does
it reduce the role of models built with the procedures of pure theory.

If we consider this second aspect on the basis of Spiethoff's reflection, we
find a clear acceptance of methodological pluralism: cognitive devices, proce-
dures and methods are consequences of our scientific purposes. Spiethoff in-
sists, in particular, on the role of pure economics. It represents an indispens-
able Hilfsmittel for the economic analysis, since it provides a "tool-box" (to
use J. Robinson's expression) for all types of economic enquiry. As Spiet-
hoff writes: pure theory is

an indispensable heuristic device at the bottom of every economic phe-
nomenon. Without it there can be no instruments for the casual expla-
nation of economic life (Spiethoff 1932, p. 55).

8 On the complexity of the relation between subject and social and institu-
tional environment cf. SAMUELS (1972) and LAWSON (1994).
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But pure theory can do that precisely for the reason that it deals with the
relations present in all economic systems. It doesn't represent a historical
state of the world (Spiethoff 1932, pp. 55-56). That is, in fact, the peculiar
task of a "historical theory".

In order to illustrate this aspect Spiethoff’s criticism of Schumpeter is
particularly significant. Schumpeter in Das Wesen und der Hauptinhalt der
theoretischen Nationalékonomie tried to reconcile pure theory and realistic
enquiry. Regarding the legitimacy of pure economics, he wrote:

On the one hand we have the arbitrariness of the presuppositions in
our theory, on which his system rests, and on the other hand the fact
that our theory adapts to phenomena and is influenced by them, which
alone gives the theory its content and its value. (Schumpeter 1982 ed.
or 1902, pp. 428-9)

According to Spiethoff, the two requirements stated by Schumpeter (arbi-
trariness of the assumptions and capacity to refer to real phenomena) are
valid, but they can in no way be fulfilled in the context of pure theory. In
fact, considering the theoretical constructs of pure theory, it is impossible to
hypothesize the "extensive coinciding with reality” mentioned by Schumpeter
for the simple reason that in this way pure theory "would be deprived of its
very nature” (Spiethoff 1932, p. 56) and, in order to verify its assertions, we
would have introduced extraneous (realistic) elements, incompatible with the
theory's presuppositions and with its need for consistency.

Spiethoff's conclusion is clear, if we aim at a historical representation, we
have to consider from the beginning the empirical phenomena and the histor-
ical traits of the object under study. Otherwise we risk using the theoretical
framework in relation to scientific ends which are different from those for
which it was conceived.

And at this point we can deal with the role of the subject in the cognitive
process. The fundamental element in Spiethoff's theoretical approach is pre-
cisely the fact of knowing that the epistemic self is at once the subject and
the object of history. Consequently knowledge can be characterized as the de-
velopment and the accumulation of styles of thought and analytic models
which change as the subjects change and as the world changes. The concepts
of economic style and real type therefore refer not to absolute models of
knowledge, but rather to explicative structures which are capable of measur-
ing up to the development of history both because of their inner logical need
and because of the peculiar type of relationship they have with external
changes.
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As writes Spiethoff:

It is our task to find in the ever-changing and varying stream of eco-
nomic life specific form and specific uniformities, and the concept of
economic style is the tool for that end (Spiethoff 1953 a, p. 453).

This means regarding knowledge as a circular process within which the
subject is certainly a conditio sine qua non, but is at the same time a histor-
ically determined condition, since not only the ideational world but also the
perceptional world of the subject is determined by criteria, visions, values and
evaluation systems which undergo a change in time. In short, it is a question
of understanding that man's sociality does not modify the superficial extem-
porary cultural models of the subject but rather "the physiology of the sens-
es, our perception of the physical world, the colours we distinguish, the
smells we are aware of, the sounds we hear" (W. Mills 1962, p. 171).

From this point of view it seems clear that subjectivity is not to be eval-
uated solely in terms of a priori elements, nor therefore in terms of dehistori-
cized rational behaviour deduced from these a priori elements. Subjectivity
has its roots in the "cultural patrimony, channelled into traditions, institu-
tions and customs" and "in the aims and beliefs that these involve and in-
spire" (Dewey 1943, p. 82) and that determine historical models of rational-
ity. It is these historical models of rationality that are capable of explaining
the "range of reasons" (W. Mills 1962, p. 171) which predominate in a soci-
ety in a particular historical phase and that in their turn provide the interpreta-
tive key to the historical development of rationality itself. Only on this basis
will it be possible to outline new analytic strategies able to go beyond "the
individualistic theories of knowledge and behaviour" (M. Douglas-B. Isher-
wood 1984, p. 69) and to draw up more complex gnoseological models trig-
gered by the recognition that the "single individual", stripped of his historical
features, "is a totally useless conceptual principle” (M. Douglas-B. Isherwood
1984, pp. 70-71) for the understanding of economic and social phenomena.

A theory that is scientifically open to historical reality naturally cannot
ignore this, even though it still seems difficult to encase all this in an "ex-
plicative idea" or to formalize it into an economic model.

The Erkldrungseinfall is another important category to understand Spiet-
hoff's methodological approach. Spiethoff starts from the presupposition that
the explanation of reality is a function of our gnoseological interests and
these depend on our points of view.
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The material in itself is mute (stumm) and it becomes eloquent only
when it is compared with (adequate) questions to which it could give
answers (Spiethoff 1948, p. 662).

The "explicative idea" represents not a hypothesis for the search for a
unique causal factor which would determine and would explain the clusters of
fact under study, but it is a way to build a model able to embody a "real con-
text" in which there also exist recurrent perturbations as its relevant compo-
nent. While the single hypothesis can, following a procedure of the idealtypi-
cal analysis, exclude those perturbing factors and isolate rightly the main
causal relation, the "explicative idea" has to consider all the concrete frame-
work of phenomenal concatenation in order to find its unity of form: the dis-
tinctive character of an economic system. And only on this basis it is possi-
ble to make an attempt to have an explanation of single phenomena or par-
ticular causal relations.

I have also tried - points out Spiethoff - to find in my business cycle the-
ory the unique cause, the crucial causal factor, but that represents an error for
the realtypical analysis. (Spiethoff 1948, p. 628)

The pretension of a unifying cause is in the historical-concrete theory
unacceptable (abwegig), it uses the reduction to the stylistic characters
(die Zuriickfiihrung auf Stilmerkmale) (ibid).

Consequently, "the explicative idea is not a 'fact' and it will not stand the
‘empirical test™, as the crucial test. If anything it is an interpretative network
whose confirmation comes from the necessity of its capacity to allow hy-
potheses, clusters of facts and theoretical statements to be compared in a sci-
entifically fruitful way.

The historical-concrete theory enables us to cope with this requirement
(of an all-embracing explanation of the phenomena investigated,
V.G.), harmonizing the multiplicity of causes and conditions and
bringing them together in an overall view. This type of treatment
leads to style traits (Stilmerkmalen), which prove to be the most gen-
eral causes and conditions. This reduction and unification clearly sets
up new relations and thus offers supplementary judgements; it does
not, however, replace the causes and conditions found previously but
the unification subli