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Historical School, German





The Historical School was formed in Germany in the second half of the nineteenth century as a reaction against both the Classical School of political economy and *Marxian Economics.


 	The School has its roots in German economic Romanticism on the one hand and in Friedrich *List’s ideas on the other. From the former it took the negative position to abstract theoretical analysis; from the latter a method of economic study based on historical research; from both the opposition to the Classical views of individualism and the entailing economic *liberalism.


	In this framework, the basic positions of the Historical School are: First, the emphasis on the historical method of analysis and therefore the exclusive use of the inductive method in economic research. Second, the rejection of any theoretically drawn economic *law; the sole laws which can be inferred are ‘empirical laws’, drawn from historical monographs and statistical investigations. Third, the necessity of a merger between economics and all other social sciences.


	The deeper reasons for these considerations lie in the social and economic situation of Germany during the nineteenth century. The German Historical School, expressing the needs of the less developed German industry, which suffered under British competition, had to theoretically support protectionism and hence the national peculiarities of Germany, as opposed to the ‘cosmopolitanism’ of the Classical School, (matching the British industrial objectives for trade *liberalisation). As a result, the analysis was focused on the clarification of the historically concrete and the nationally specific. From this point of view, general laws appear to be of little significance (if of any at all); consequently, the abstract method of analysis (abstracting from local or national peculiarities) is regarded to be useless, while historic evolution of social life is conceived as an inseparable whole.


	The Historical School is usually distinguished in the ‘Older’, the ‘Younger’ and the ‘Youngest’.


	To the ‘Older’ Historical School belong mainly three writers: Bruno Hildebrand (1812-78), Wilhelm Roscher (1817-94) and Karl Knies (1821-98). However (strictly speaking) they did not form a School, as their approach to economic history was neither uniform nor very different from that of other economists.


	The leading figure of the ‘Younger’ Historical School was Gustav von Schmoller (1838-1917); another important writer was Lujo Brentano (1844-81). Schmoller and his followers completely rejected the idea that a scientific economic theory existed already, with the argument that, until then, there had not been enough knowledge of economic history. They further criticised both the Classics’ commitment to unlimited free economic *competition and Marxist socialism; however, they were in favour of social reforms (‘socialists of the chair’). Their effort to approach social life as an inseparable whole, introduced moral issues into the economic analysis and led also to psychological considerations.


	The views of the ‘Younger’ Historical School on the method of economic analysis called forth a critique by Carl Menger, one of the major representatives of the *Austrian School of Economics. As Menger attacked the Historical School, Schmoller rejoined, and the famous Battle of Methods (Methodenstreit) followed.


	Arthur Spiethoff (1873-1957), Werner Sombart (1863-1941) and Max *Weber (1864-1920) were the most eminent exponents of the ‘Youngest’ Historical School, which carried on the work of the ‘Younger’ School. Despite all differences from their predecessors and from one another, these writers remained faithful to the fundamental methodological principles formulated by Gustav von Schmoller.


	The views of the German Historical School had a limited influence on economic thought outside of Germany. The School’s most outstanding disciple in Britain was T. E. Cliffe-Leslie (1825-1882).


	There is a large bulk of books and essays written by authors who followed the principles of the Historical School. These works constitute a collection of valuable material in economic history. 


However, if all abstract notions are rejected and the analysis is restricted to the  accumulation of heterogeneous facts, supposedly describing empirical historic ‘laws’, economics is reduced to a collection of case studies, which disregards causalities in economic process. It ceases, therefore, to be a distinct theoretical discipline of social science.





Further reading.


Schmoller (1881), The idea of Justice in Political Economy, 	http://socserv2.socsci.mcmaster.ca/~econ/ugcm/3113/schmoller/justice. Schmoller’s 


views on the question of income distribution.


-- (1999), The Mercantile System and its Historical Significance, English edition 1897, 	http://socserv2.socsci.mcmaster.ca/~econ/ugcm/3113/schmoller/mercant. 	Schmoller’s views on the protective system, as a means for the creation of a strong 	state and a sound national economy.


A. Schumpeter (1994) History of Economic Analysis, London: Routledge. A presentation 


of the basic theses of the Historical School, focusing also on the differentiations among its participants.
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