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CHAPTER I

THE PHILOSOPHICAL FOUNDATIONS OF HUME'S
ECONOMIC THOUGHT

The purpose of this study is of a dual character. It
gseeks to provide a comprehensive analysis of Hume's economic
thought, and it attempts to show at what points and in what man-
ner its various elements are related to his philosophy.

That in large measure early economic doctrine was con-
celved as part of an inquiry into the totallty of man's experi-
ence 1s well recognized, and with respect to this relation much
attentlion has been gilven the work of Adam Smith. However in the
case of David Hume-~a perhaps even more striking example of the
elghteenth century '"phllosopher-economist"—-far less comparably
intensive work has been done. To some degree this 1s doubtless
attributable to the nature of Hume's exposition. His economic
analysis--contained in a serles of eight brief essays—--is formal-
ly separated from his philosophy proper. His discussion 1s of a
highly condensed character, and no direct reference 1ls made to
other of hie writings. Moreover those allusgions of & non-economic
nature which appear throughout the essays are introduced in so
casuzl & maaner thet the reader--especlially one who has an eye for
the mor: purely coonemic ~lations--is llkely eilther to bypass

them corpletely or deem The. Wworthy of 1little more than ad hoc at-

1
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2
tention. Wit hal 1% 1s probable that considerably more attention

would have been devoted‘to exploring the relations between his
economics and his system of philosophy had Hume likewise devel-
oped a "gystem" of political economy in the same sense as did
Adam Smith. However, in marked contrast to hls philosophical
studles, Hume's economlc analysls does not reveal a consclousness
of a momentous tagk to be consummated. Spread over a geries of
formally dlstinct essays, 1t rather appears comparatively frag-
mentary and, beyond the continulty in hils critique of mercantil-
ism, no consistently elaborated pattern is readily apparent.
However 1f the economlc essays alone bear relatively 1lit-
tle surface imprint of underlying philosophical dimenslions, ample
evidence of thelr existence is afforded by the main body of Hume's
thought. Moreover these dimensions are then seen to be so perva-
sive ag to require an approach to his economic thought substan-
tially different from that commonly adopted. Students of Smith
have long and valnly sought to formulate a full lntellectual modus

vivendl between his Wealth of Nations and his Theory of Moral Sen-
1

timents. In Hume, however, no significant hiatus appears. On
the contrary one finds a closely reasoned and highly systematic
network of interrelations in which his economics 1s seen to form
an integral part of a broader, and indeed virtually all encompass-
ing, organon of soclal thought.

In 1ts most general agpect a statement of the basic rela-

tionship is found, interestingly enough, in Hume's introductory

lon this see J. Viner, "Adam Smith and Lalssez Falre" in
Adem Smith, 1776-1926 (Chicago: The University of Chicago Press,
1928), p. 116.
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3
comments to his malden work, A Treatlse of Human Nature. Here

he opens with a lament for contemporary philosophy. "Principles
taken upon trust, consequences lamely deduced from them, want of
coherence in the parts, and of evidence in the whole, these are
everywhere to be met with in the systems of the most eminent phl-
losophers, and seem to have drawn disgrace upon philosophy it-
'self."z His Treatise, he announces, will be the inltial attempt
to remedy these deflclencles and will eliminate "the tedious
lingring method, which we have hitherto foilowed." This it will
accomplish by discarding all metaphysical disputation grounded

on questionable hypotheses and reconstructing philosophy upon a
comprehensive analysis of human nature. The study of human na-
ture, inasmuch as 1t aims at% laying bare the character of the
percipient himself, in whom all experience is actualized, 1s the
"capital or center" of all sclences. "!Tls evident, that all

the scilences have a relation, greater or less, to human nature;
and that however wide any of them may seem to run from it, they
stlll return back by one passage or another."3 Thls holds true
even with respect to such sclences as "Mathematics, Natural Phil-
osophy and Natural Religion," and, needless to say, is especially
true in the case of the "moral," i.e. psychological, sciences

gsuch as "logic, morals, politics and criticism." Thus, "In pre-

25 Treatige of Human Nature, ed. L. A. Selby-Bigge (lst
ed.; Oxford: Oxford Universlty Press, 1888), p. xvii. All future
citations willl be to this edlition and will be referred to as
Treatise.

5Ibld., p. x1x. In view of the work of Locke, Hobbes and

other of hls predecessors, Hume's general perspective here, con-
trary to his claim, 18 not a novel one.
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4
tending . . . to explaln the principles of human nature, we in
effect propose a compleat system of the sciences, built on a
foundation almost entirely new, and the only one upon which they
can stand with any security."4 That Hume himself had originally
intended to employ the findings of his study of human nature as
the basis for developing the science of "politics" (to be con-
strued as inclusive of economics)5 is indlcated in the Advertise-
ment prefixed to the original edition of the Treatige. "If I
have the good fortune to meet with success, I shall proceed to

the examination of morals, politics and criticism; which will
6
fl

compleat thig Treatlse of human nature.

It was probably becausge of the unenthusliastic reception

which greeted the Treatise that Hume 41d not consummate his origi-

4Ipid., p. xx.

SHume defines the sclence of "politics" as the study
which considers "men as united in society, and dependent on each
other" (ibid., p. xx) and, following the usage customary to his
period, construed 1t as the study of all those affairs which are
properly the concern of the statesman. That this was meant to
embrace economlics 1s more specifically indicated in the publica-
tion of the economlc essays under the title_Polltical Discourses,
in numerous of the other essays in which "trade and commerce' 1is
regarded as a part of the subject matter of the study of "poli-
tics," and perhaps especially in Hume's discussion of the devel-
opment of "Justice" in the Treatise where man's economic depend-
ence upon man forme a significant part of his treatment. As
Egerton asserts, "In approaching Hume as economist, 1t must al-
ways be remembered that political economy grew out of political
philosophy. Although he belleves in the possibility of a sclence
of economics, and describes its subject-matter, he does not use
the term. The [subjects discussed in the] economic essays . . .
are regarded largely from the statesman's viewpoint." H. E.
Egerton, "David Hume," in R.H.I. Palgrave, Dictlonary of Polliti-
cal Economy (London: The Macmillan Co., 1896), II, 341l.

6

Italice in original.
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5
nal program. Hls theory of ethics subsequently appeared as Book

III of this latter work, but both "politics" and '"eriticism"

were lef't to the less systematic treatment of the essays and
short dissertations. If altered in its pattern, 1t will be shown
however that Hume's economic analysis nonetheless exhibits the
major characteristics of a work conceived ag part of a unified
gsystem of "moral scilences." In this chapter the relevant rela-
tlone wlll be developed in a general fashion, and in subsequent
chapters these will be elaborated in greater detall. In outline
form these relations can best be seen when Hume's economic
thought is considered as a composition of three levele of analy-

gls: economic psychology, political economy, end economic philos-

ophy.

The Economic Psychology

Hume'es analysls of human nature (his "science of man")
together with all the sciences of which 1t 1s the "capital or
center" may be termed his "sclence of human experience." This
in turn msy be regarded as consisting of two general components:
principles of human nature, and laws of human behaviour.7 In
the context of Hume's analyeis "human nature" denotes qualities
and relations which are universsal or common to all mankind. Most
fundamentally 1t is regarded as a complex of "ideas" and "impres-

sions" related in a varlety of ways. Ideas are treated as but

71t should be noted that the word "law" does not appear
in Hume's writings in the frame of reference in which it 1s here
considered. As defined below, however, it 1s appropriate to
Hume's universe of discourse and serves as a convenlent way of
distinguishing the substance of the various "moral sciences!" from
its "capital or center."
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6
"faint" coples of impressions. The latter in turn are divided
into "impressions of sensation" and "impresslions of reflexion."
The firet kind arlises in the soul originelly from un-
known causes. The second 1s derived in a great measure from
our ldeas, and that in the following order. An impression
first strlkes upon the senses, and makes us percelve heat or
cold, thirst or hunger, pleasure or pain of some kind or
other. Of this impression there is a copy taken by the mind,
which remains after the impression ceases; and this we call
en 1dea. This idea of pleasure or pein, when it returnes upon
the soul produces the new lmpressions of desire and aversion,

hope and fear, which may properly bg called impressions of
reflexion; because derived from it.

The study of the relations between the impresslons of sen-
sation and their corresponding ideas, contained in Book I of the
Treatise, comprises Hume's analyesis of the human understanding.
The impressions of reflectlion and thelr relatlons, considered in
Book II, constitute the subject matter of hls analysis of the

passions.

The second general component of Hume's science of human
experience may be sald to represent the application of the prin-
ciples of human nature to the various realms of soclal experlence--
the moral, the political, the economic-~with the purpose of relat-
ing their sequences to uniformities in the operatlon of specific
elements and relations underlying all human behaviour. In a word
the principles of human nature, representing the irreducible ele-
ments in all behaviour, may be regarded as the analytical or in-
trospective aspect of the sclence of humen experience; the laws

of human behaviour, representing constructs based on these prin-

8Treatise, pp. 7-8.
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clples as they relate to specific types of experience, may be
sald to form the synthetic phase of this science.

In conformity with this general pattern it will be ob-
served that Hume's economic psychology is composed of a complex
of lawe which seek to explain economic behaviour in terms of spe-
cific passions drawn from his general "science of man." Within
the context of the economic analysis these motives are termed
"causes of labour."®

A second conslderation of primary significance 1is the
role of history in Hume's moral sclences. Ag is well known, Hume
was virtually as much a historian as a philosopher. Indeed his
interest in hilstorical process began to develop long before he
undertook any major works in this field. 1In a letter to Henry

Home, early in 1747, for example, he refere to the "prospect of

lelsure, and opportunity to prosecute my hlstorical projects,"lo

toams

9"Everythlng in the world i1s purchased by labour; and
our passions are the only causes of labour." D. Hume, Essays,
Literary, Moral, and Political (New York: Ward, Lock, and Co., no
date), p. 154. All future citations will be to this edition, un-

less otherwise specified, and will be referred to as Esgsays.

10

The Letters of David Hume, ed. J.Y.T. Greig (Oxford: Ox-
ford University Press, 1932), I, 99. The i1talics were first used
by A. F. Tytler (Lord Woodhouselee) in his Memolrs of the Life
and Writings of the Hon. Henry Home (Lord Kames) to emphasize
Hume's early interest in history. J. H. Burton finds evidence
of what he belleves to be an even earlier indication of this in-
terest in an undated, unpublished manuscript entitled "An Histori-
cal Essay on Chivelry and Modern Honour." '"From many rhetorical
defects and blemishes which do not appear in any of his published
works, 1t may be inferred that this is a production of very early
years, and properly applicable to this period of hls life; al-
though 1ts matured thought, and clear systematic analysis, might,
in other circumstances, have indicated it as the fruit of & mind
long and carefully cultivated." Life and Correspondence of David
Hume (Edinburgh: William Tait, 1846), I, 18. The essay 1in ques-
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and a year later, writing to Oswald, he declares "I have long

had an intention in my riper years of composing some history."ll
The most well known of Hume's historical works is his History of
England. However in the sense in which history 1is peculiarly re-
lated to Hume's science of human experience it i1s not this but
rather his "natural" histories which are most significant. Hume
uses the term "natural" in a varlety of ways--as opposed to the
"artificial,"l2 to the "original,"l3 to the "miraculous,"l4 to
the "philosophical,"® to the desirable,® to the "civil,"!” ana
and to the "rare and unusual."l8 Here 1t is relevant as the an-
titheslis of the latter, in which sense it denotes that which is

recurrent, that which, in brief, can serve as the bagis for laws

of behaviour. Unlike the Higtory of England, which in its atten-
19

tion to unique particulars 1s of a more conventional character,

tion can be found in E. C. Mossner, "David Hume'e 'An Historical
Essay on Chivalry and Modern Honour,'" Modern Philology, XLV
(August, 1947), 54~60. Mossner argues that i1t was probably writ-
ten between 1725-1727, while Hume was still attending college.

In another study Mossner cites hitherto unnoticed manuscripts of
Hume's to show that "Hume was devoting much of his spare time to
research and even to the actual composition of his projected his-
tory of England" ag early as 1745. Ernest C. Mossner, "An Apol-
ogy for David Hume, Historian," Publications of the Modern Lan-
guage Aggsoclation, LVI (September, 1941), 676-684,

11The Letters of David Hume, I, 109.
12T 13
reatise, pp. 474-475. Ibid., pp. 280-281.

141b14d., pp. 474-475, 549. 1OIbid., p. 13.
1p14., p. 226. 171p14., p. 528.
181b14., pp. 474-475, 549,

19

Even in this work one finds much evidence of Hume's
characteristic emphasis on psychology. As 1s stated by a near
contemporary of Hume, this hlstory "has been aptly styled the
'History of English Passgions, by Humen Reason.'" Anonymous in-
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9
"natural history" thus confines itself to mass phenomena as re-

flected in changes in "manners, customs and opiniong." As a
fabric of laws it explains historical development in broad out-
line and adduces specific events only for the purpose of i1llus-
trating and supporting a general relation. In a word it is an
attempt at "scientifie" history. In many of its sequences, how-
ever, "natural history" remains unsubstantiated by experience. In
these cases 1ts laws, employed for the specific purpose of fill-~
ing the gaps in recorded history, are of an a priori character
or, based wholly on inferences drawn from a general observation

of mankind, rest entirely on reason."zo

In this respect Hume's
"naturel history" bears a substantial affinity to what in the
eilghteenth century was variously termed "theoretical," "ideal,"
"hypothetical," or "conjectural" history and to the "histoire

ralsohee" of the French writers.ot

troduction to the Private Correspondence of David Hume with Sev-
eral Distinguished Persons between the Years 1761-1776 (London:
H. Colburn and Co., 1820), p. 1iii.

2OAs compared with other developmental sedquences which

Hume introduces in the form of laws those of the economic essays,
however, are more largely based on an appeal to both "reason" and
"experience," and are more generally employed to explain observed
factse. The major exceptions to this are to be found in the essay
"Of Public Credit)' which is predominantly in the nature of a fore-
cast (see below, pp. 98 ff.) and in parts of Hume's economic
philosophy. See below, pp. 121 ff.

2lln this connection cf. Dugald Stewart, "An Account of
“he Life and Writings of Adam Smith," in Adem Smith, Esgays on
Philosophical Subjects (London: T. Cadell and W. Davie, 1795), p.
xxiil; F. J. Teggart, The Theory of History (New Haven: Yale Uni-
versity Press, 1925), p. 87; Gladys Bryson, Man and Soclety: The
Scottish Inquiry of the Eighteenth Century (Princeton: Princeton
University Press, 1945), pp. 85, 109. The principal difference
between most of these other "natural histories" and Hume's work
lay in the concept of history 1teelf. Frequently these others
implicitly assumed a teleology ir nature and regarded evolutionary
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The one werk which 1s formally designated a natural his-

tory is the Natural History of Religion. However, so pervaslve

was Hume's interest in tracing the development of new behaviour
patterns in different areas of soclal activity that small groups
of historlcal generalizatlons which conform in varying degreees

to this same model are scattered throughout the discussion of the

wide variety of issues considered in the essays.22 As will be

process as a uniform movement toward greater perfection. (See
Teggart, op. cit., p. 243, and J. B, Bury, The Idea of Progress
(New York: The Macmillan Co., 1932), esp. chap. xli. Preserving
his characteristic "toughminded" skepticism, Hume however treats
the search for final causes as a pursuit of will o' the wisps.
(See Treatise, pp. xxi-xxii, and his An Enquiry Concerning Human
Understanding, ed. L. A. Selby-Bigge (Oxford: Oxford University
Press, 1902), pp. 30-31; Letter to Francis Hutcheson, The Letters
of David Hume, I, 33.) In his treatment of the theory of history
gome specific aspects of historical process are given speclal
emphasis. In opposition to Montesquieu (see C. L. Montesquieu,
The Spirit of the Lawg (Cincinnati: Robert Clarke and Co., 1873),
I, Bks. XIV-XXI), Hume argues that physical factors such as cli-
mate, alr and the llke are not lmportant in terms of their direct
blological effects but only in so far as they have a "moral,"
i.e., psychological, influence. (See his essay "Of National Char-
acter," Egsays, p. 244.) In many places, morsover, he seems to
stress the cyclical view of historical process which he bases in
large measure on the analogy with the life history of blologlcal
organismse. (See ibid., pp. 184, 248, 250.) On the whole, how-
ever, his position is pluralistic. Inertia, slow change, rapid
and cataclysmic change are all considered as fundsmental histori-
cal processes. (See ibid., pp. 184, 248, 250.) Moreover, al-
though excluded from the natural histories, the behaviour of in-
dividuals 1s regarded as no less significant than the behaviour
of the mass. "The revolutlion of states and empires depends upon
the smallest caprice or passion of single men." (Ibid., p. 408.)
It 1s doubtless because of the freedom permitted by hls non-
parochial view of higtorical process that one can say with Sabine
that "in appreciation of the distinction between a real genetic
method and mere loglcal analysis . . . Hume was far in advance

at least of the philosophical thought of hig day." George Sabine,
t7am='e Contribution to the Historical Method," Philosophical Re-
view, XV (January, 1906), 26.

221n the Treatlise Hume's analyslis of the origin and de-
vzinvuent of Justice (some further questions concerning which are
prier’ly considered in the essay "Of the Origin of Government")
is likewise a history of this character. For this point, as well
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seen, Hume's treatment of economic motlvation likewlise reflects

this general pattern. More pérticularly it will be shown that
the laws of behaviour which comprise the economic psychology
form a body of historical analysis designed to explain the expan-
slon of economic activity through the effects of the opening of
trade on the various "causes of labour." As this crystallilzes

in the course of Hume's treatment of other issues, it does not
appear as a separate compartment of his general analysis. When
its various parts are brought together, 1t becomes evident, how-
ever, that it is in effect what Hume elsewhere terms a natural

history of "the rise and progress of commerce."

The Politlcal Economy

Political economy is a set of laws dealing with market
phenomena and market relations. As will be observed either ex-
plicitly or otherwlise a substantial portion of these laws is in-
troduced for the purpose of directing attention to the economic
significance of the behaviour transformations considered in the
natural history of the rise and progress oi commerce. Many of
the economic laws are themselves historical and presuppose these
same transformations. Here the continuity is obvious. Some of
the most important, however, are of an "analytical'" character--
that 1s their relations are based on the assumption of rational-

ity operating within a given pattern of behaviour.gs The most

as for a general perspective on Hume which has proved invaluable
in the preparation of this study, I am indebted to an unpublished
manuscript by Professor R. 8. Crane entitled Philosophy and His-
tory in Davld Hume.

25More generally an "analytical law" may be defined as a
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prominent of these are to be found in the monetary theory, e.g.,

the quantity theory, and the quantity theory specie flow mechan-
ism. However 1t wlll be seen that of this group the larger part
likewlse conforms to the above model. In a word, viewed in 1its
critical context, the bulk of Hume's political economy may be
regarded as a series of angwers to one central questlon: Do the
commonly received beliefs concerning market relations prove valid

when considered in the light of the factors underlying the devel-

serles of relations which elther presupposes & given mode of be-
haviour or treats all changes in this pattern as independent vari-
ables. Most of the laws of economic theory in its more conven-
tional form are, needless to say, of this analytical variety.

Hume provides a convenlent clasgsification of the elements of
which any form of behaviour is composed when he resolves it into
the "passion," its "object," and the "means" by which it 1s grat-
ified. (Cf. Treatise, pp. 277 ff., 416, 459.) To explain changes
in these factors may thus be regarded as the function of a hls-
torical law. Where sequences are shown to be independent of
changes in any one of these lngredients they may be said to con-
tain a "universal' element. With respect to this Hume's treatment
1s not entirely clear. In some contexts, usually outside the eco-
nomlc essays, he speaks as though he believed all men to be in-
tensely avaricious. (See his discussion of the origins of Justice
in the Treatise, pp. 491-492, his comment on avarice in his treat-
ment of methodology below, p. 22, and in his economic philosophy
below p. 136.) With respect to the passion involved it would thus
seem that he intended the analytical laws of the political economy
to be construed as "universal."! (In his treatment of Hume Bonar
agsumes that all of these laws, as well as those of economic the-
ory in general, "may be called universal because they apply with-
out distinction of soclal condltions." James Bonar, Philosophy
and Political Economy in Some of Their Higtorlical Rela*ions iLon—
don: Swann Sonnenschein and Co., 1893), p. 120. On the other
hand, within the context of his "natural history" he regards the
1nterest in monetary gain and material wealth as substantlially
dependent upon hilstorical development and such factors as "educa-
tion, custom, and example." See below, p. 30. However, on the
whole 1t would seem that, although conscious of their wide vari-
ability, Hume believed that amongst all people these motives were
elther an effective force or, if relatively dormant, could easily
be exclted to an effective degree.
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opment of economic activity? 8o seen much of Hume's analysis

may be sald to parallel his technical philosophy--that is, in
both cases his primary purpose ls to expose prevailing errors by
reducing the phenomena in question to their underlying psycholog-
ical determinants. In his philosophy this largely takes the form
of showing that important elements and relations are products of

24

the life history of the individual, in hls economlics that they

are products of the 1life history of soclety.

The Economic Philosophy

Economic philosophy may be deflined as an evaluation of
economlc institutions and policles based on some standard of the
morel "good." It thus differs from the remainder of Hume's analy-
sls in that 1t 1s of a normative character, and to this extent
Hume's economic thought will be seen to be dependent upon his
ovn theory of ethles.

In contrast to the ordinary run of contemporary economic

studles Hume's analysis lays coneiderable stress on economic phi-

losophy. The latter does not appear as oblter dicta to discus-
slons of mechanical market relationé. Rather, introduced in one
of the opening essays, the ethical implications of economic activ-
ity form an integral part of his economlc thought. Moreover, here
ags well 1t will be seen that the natural history is of fundamental
significance. In this fespect it performs three functions. First,

as is essential in any ethical philosophy, i1ts analysis of the

24Perhaps one of the best illustrations of thls 1s hils
treatment of the doctrine of causallty considered below, pp. 14
ff.
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cauges of labour" provides an understanding of the relationship

between economic activity and the total complex of drives which
make up "human nature." Secondly, it furnishes the basis for
tracing the impact of economic development on other areas of so-
clal activity and thus serves as the foundation for a comprehen-—
slve moral appralsal of a commercial society. Lsstly, in dealing
with the various forms which individual and soclal behaviour as-
sume 1n the course of historical process, 1t seeks to delimit

the field of choice to alternatives which have been shown to be
practically attainable and thue to block normative Judgments rest-
ing on stendards which the realities of human behaviour might ren-

der illusory.

General Methodological Considerations

Before proceeding to a detailed elaboration of the general
thesls presented above, attention will be given those methodologi-
cal aspects of Hume's philosophy which have a direct bearing both
on the "sclentific" character of his broader organon of thought
and on that special aspect which deals with economic relations.

As 18 well known, the empiricism for which Hume's phliloso-
phy is noted finds 1ts foundation in his attack on the bellef in
the self-evident character of causality. Thls emerges from his
treatment of the human understanding in the Treatise. "All dis-
tinct ideas," he points out, "are separable from each other, and
as the 1deas of cause and effect are evidently distinect, 'twill
be easy for us to concelve any object to be non-exietent this mo-

ment, and existent the next, without cenjoining to it the distinct
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idea of a cause or productive principle."25

Since what is con-
celvable 1s possible, and since any principle is "demonstrable"
only if 1its opposlite 1s shown to be impossible, the necessity of
a cause cannot be demonstrated as can an 1dea whose verification
depends solely on 1ts loglcal relations %o other ideas. "The
separation, thererore, of the idea of a cause from that of a be-
ginning of existence, ies plainly possible for the imagination;
and consequently the actual separation of these objects ls so far
possible, that it implies no contradiction nor absurdity; and 1is
therefore incapable of being refuted by any reasoning from mere
ideas; without which 'tis impossible to demonstrate the necessity

26

of a cause.' If this ls true with regard to the principle of

cause and effect itself, it holds a fortiorl in the case of

causal relations between particular events. "All events seem en-
tirely loose and separate. One event follows another; but we
never can observe any tie between them. They seem conjloined but

never connected."27

All bellefs concerning the relations between
matters of fact are thus derived only from repeated observation
of resembling and spatially contiguous events appearing in an in-
variable time order. We come to believe that one necessarily
follows the other only because of the force of "habit" in virtue
of which the mind assoclates the lmpression of one objlect with

the 1ldea of 1ts usual zat‘l:tenclan’c.?’8 Since 1t is exclusively from

25

427D. Hume, An Enquiry Concerning Human Understanding, p.

74, Itallics in text.

2881nce we cannot find any "necessary connexion" in na-
ture the principle of the uniformliy of nature must be accepted

Treatise, p. 79. 261bid., pp. 79-80.
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the observation of a "constant conjunction! of events that we ar-

rive at our knowledge of matters of fact, 1t is only by means of
a thorough examination of experience that we can broaden our un-
derstanding of the exlstential relations between things.

It was this thoroughgoing empiriciesm which led Hume to a

29

study of hilstory. As he points out, experimentation in the

on faith. Hume of course was at pailns to acknowledge the enigma
in the practical necessity of accepting the indemonstrability of
the principle that the future will always resemble the past. "Let
the course of things be allowed hitherto ever so regular; that
alone, without some new argument or inference, proves not that,
for the future, 1t will continue so. . . . What logic, what proe-—.
-egs. of argument secures you against this supposition? My prac-
tice, you say, refutes my doubts. But you mistake the purport of
my question. As an agent, I am quite satisfied in the point; but
as a philosopher, who hags some share of curlosity, I will not say
scepticism, I want to learn the foundation of this inference. No
reading, no inquiry has yet been able to remove my difficulty, or
give me satisfaction in a matter of such importance. Can I do
better than propose the difficulty to the public, even though,
perhape, I have small hopes of obtaining a solution? We shall at
least, by thls means, be sensible of our ignorance, 1f we do no?t
augment our knowledge." ©P. Hume, Enquiry Concerning Human Under-

standing, p. 38.

291n speaking of Hume's empiricism in his role as hlstori-
an Leslle Stephen staites that Hume's "formula that ‘'anything might
be the cause of anytiing'"' led "to the perfunctory discharge of
the duties of & philosophical historian" and to a contentment with
"detecting random resemblances here and there without resolving
them into more simple and general uniformities." The History of
English Thought in the Eighteenth Century (New York: G. P. Put-
nam's Sons, 1927), I, 58. ''his appraisal 1s not without founda-
tion with regard to the History of England, although even in this
largely factual and particularistic history 1t is not entirely
valid since in the constitutional developments which it traces
the History of England exhibits a fair measure of integration.
With regard to the natural histories (which Stephen evidently
overlooked), it is manifestly incorrect since here all "random
resemblances" are expunged on the ground that they cannot be re-
duced to "more simple and general uniformlties." It is true that
in framing many of these sequences Hume, &s noted earlier, was
going beyond that which he himself was able to verify empirically
and to this extent his performance does not conform fully to his
own methodological principles. However the many instances in
which he does attempt to support his laws by an appeal to "expe-
rience" (both in the History of England and elsewhere, especlally
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laboratory sense is impractlicable in the case of human beings

since the influence of the individual performing the experiment
producee results which would not otherwise ensue. All our knowl-
edge concerning human behaviour mugt therefore be derived "from

& cautious observation of human life, and [we must take] them as
they appear in the common course of the woild, by men's behaviour
in company, in affairs, and in their pleasures.“so And, as he
says elsewhere,

History is not only a valuable part of knowledge, but opens
the door to many other parts, and affords us materials to
most of the sclences. And indeed, if we consider the short-
ness of human life, and our limited knowledge, even of what
passes in our own time, we must be sensible that we should
be forever children in understanding, were it not for this
invention, which extends our experience to all past ages, and
to the most distant nations; making them contribute ss much
to our improvement in wisdom, as if they had actually lain
under our observation. A man acquainted with history may in
gome regpect, be saild to have lived from the beginning of the
world and to have been making continuil additions to his
stock of knowledge in every century.d

Although Hume emphasized the volatility of human behav-

1our,32 it would seem clear that with regard to "human nature,!

in the economic essays) certainly deserve conslderable attention
in any evaluation of the consequences of his doctrine that "any-
thing might be the cause of anything." The latter may have pre-
cluded acceptance of the usual philosophies of history which or-
ganize all data according %o a master blueprint, and in specific
cases, as in the History of England, may have led to a highly par-
ticularistic treatment of historical events; but, as Stephen

fails to note, 1t also carried a mandate for careful analysis for
the purpose of determining "what causes what" wherever possible.

3

OTreatise, p. xxiii. 51Essazs, p. 390.

52"Man is a very variable being, and susceptible of many
different opinions, principles, and rules of conduct. What may
be true, while he adheres to one way of thinking, wlll be found
false, when he has embraced an opposite set of manners and opin-
ions." Ibid., p. 150. '"Those who consider the periods and revo-
lutions of human kind, as represented in history, are entertalned
with pleasure and variety, and see, with surprize, the manners,
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or the nucleus from which the varlations develop, he believed

sufficlent hlstorical evidence to be avallable to frame reason-~

ably good approximations to what he termed "proofs" or proposi-

tions "entirely free from doubt and uncertainty.“55

It 1s universally acknowledged that there is a great uni-
formity among the actions of men, in all natlons and ages,
and human nature remains stlll the same, in 1ts principles
and operations. The same motives always produce the same ac-
tlons: The same events follow from the same causes. Ambition,
avarice, self-love, vanlty, friendship, generosity, public
spirit: these passions, mixed in various degrees, and dis-
tributed through soclety, have been, from the beginning of
the world, and still are, the source of all the actions and
enterprises which have been observed among mankind. . . . Man-
kind are so much the same, in all times and places, that his-
torysinforms us of nothing new or strange in thils particu-
lar.

customs and opinions of the same species susceptible of such pro-
digious changes in different periods of time." Ibld., p. 163. In
the essay "A Dialogue" this varliability of human behaviour, con-
sidered in 1t%ts relation to morality, serves as the central theme
of the analysis. See ibld., pp. 501 ff.

53Treatise, p. 124. The term "knowledge" 1s confined to
propositions concerning the relatlions between ldeas.

34D. Hume, Enquiry Concerning the Principles of Human
Understanding, p. 85. Considered in isolation from the remainder
of 1ts context 1t might appear that Hume 1s here asserting that
human behaviour is entirely unlform. This, however, would not
only conflict with his general position but it should be noted
that in the very next section he adds: "We mugt not, however, ex-
pect that this uniformity of human actions should be carried to
such a length as that all men, in the same circumstances, will
always act precisely in the same manner, without making allowance
for the diversity of character, prejudices, and opinions.”" Ibid.,
p. 85. ©See also the passage quoted below p. 20, where Hume calls
attention more specifically to the historical variability of hu-
man behaviour. This appears later in the same passage as that
cited above. In a word, it would seem apparent that the state-
ment in the text above Hume means to say that human behaviour 1is
uniform only "in its principles and operations" or, in short,
only to the extent that it reflects universal princlples of hu-
man nature. Nonetheless in the more recent literature one fre-
quently encounters the notion that Hume bellieved that human be-
haviour was, in ¢£ll essential respects, the same in all times
and places. In support of this interpretation Black cites Hume's
belief in the constancy of "“human nature." "The princilpal conse-
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Moreover, he adds, a study of the variability of human

behaviour 1tself ylelds reliable propositions concerning other

quence of Hume's doctrine of uniformity as applied to history 1is
this; 1f, as he asserts, human nature is a constant quantity . . .
1t follows that history 1s simply a repeating decimal. . . .

Hume, therefore, lays himself open to the same criticism as Vol-
talre. There is no parity [none whatever?] between the conduct

of a Greek or Roman and that of an Englishman or Frenchman: still
less between a modern and medleval man. The quallty of theilr

acts 1ls different, even though the qualities with which they are
endowed are the same. But Hume could not see this. In virtue of
his theory of uniformlity he takes hls stand on the exlistence of a
normal historical men, as arbitrary and fanciful as the so~called
economic man of the o0ld political economy." J. B. Black, The Art
of History (London: Methuen and Co., Ltd., 1926), pp. 97-98. As
is8 evident Black destroys a creature entirely of hls own making:
if the uniformity of human nature does not imply a uniformity of
behaviour, why suppose that this necessarily holds in Hume's

case? Since most of Hume's economic psychology seeks to explain
changes in man's orientation toward economic activity, particu-
larly unfortunate ls the analogy to the "economic man of the old
political economy." Again, "Hume and Montesquieu agree in recog-
nizing &as the basis of soclal activity a human nature that is con-
stant. But where Hume assumed that human activity was but very
slightly determined by physical conditions and therefore remained
constant, Montesquieu claimed that social movements were largely
the result of physical environment and varied with it." F.T.H.
Fletcher, Montesquieu and English Politics 1750-1800 (London: E,
Arnold and Co., 1939), p. 82. Unless one supposes that physical
causes exhaust the realm of causation, as Hume did not (cf. above,
p. 9 n.), it is difficult to see the relationship between a dis-
regard of physical causes and a belief in the constancy of human
behaviour. A somewhat modified version of this position 1s taken
by Gladys Bryson who approvingly quotes Black's criticism but adds
that "in spite of his psychology which leads him to stress simi-
larities, Hume 1s very conscious, as the whole of the century was,
of the differences in culture which are to be found all over the
world." See Bryson, op. cit., pp. 107-108. That in particular
instances Hume may not have perceived the full variability of hu-
man behaviour may be granted, e.g., his treatment of avarice men-
tioned above. It 1s also true that most contemporary psycholo-
gists would be reluctant to commit themselves to as detailed a
blueprint of "humen nature" as Hume drew up. As Hume makes abun-
dantly clear in the numerous contexts in which he employs his
principles, there is nothing in his psychology, however, which
precludes a recognition of genuine cultural differences. It is
interesting to note that in emphasizing Hume's concern with uni-
formities the above criticism is diametrically opposed to Stephen's
charge that Hume disregarded "connecting principles." 1In general
this is typical of the literature on Hume's treatment of history.
Thus most observers agree, to quote Stephen, that Hume failed to
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"principles of human nature, that is the internal relations which
uhderly the given transformations.

From observing the variety of conduct in different men, we

are enabled to form a greater variety of maxims, which still

suppose a degree of uniformity. Are the manners of men 4if-

ferent in different ages and countries? We learn thence the

great force of custom and education, which mould the human

mind from its infagcy and form it into a fixed and estab-

lished character.d

As compared with the principles of human nature, the laws

of behaviour occupy & lower level of generality, that is, whereas
the former are ingredlents distilled from all experience the lat-
ter cannot be formulated wilithout an understanding of the preclse
relation between certain of these ingredients and a discrete set
of conditions. In a word the framing of a law of behaviour in

any realm of activity requires a high '"constant conjunction" be-

grasp "the great forces which move men's soulse." (Stephen, op.
cit., II, 185.) For Stephen himself this wes because Hume was
not general enough in his approach (cf. also William Hunt, "Hume
and Modern Historians,! Cambridge Hlistory of Enzlish Literature
ed. A. W. Ward and A. R. Waller [New York: G. P. Putnam's Sons,
1913], Vol. X, chap. xii); whereas for Black (op. cit., p. 98)’

and J.Y.T. Grelg this was because he "lacked an eye for individ-
uals" and "was happy only when he could reduce the individuals to
types." See his David Hume (New York: J. Cape, 1831), p. 271. It
would appear, moreover, that these contradictory appraisals all
rest primarily, if not’ exclusively, on the History of England.
This would further serve to substantiate this writer's belief that
within this latter work itself one can find evidence of the highly
general as well as the particularistic, and that in large portions
of his histecrical work Hume was operating as both a conventional
ag well as a more theoretical historian. Apropos the type of
criticism brought by Stephen and Hunt, Mossner argues, 1n the
course of his more general defensge of the History of England, that
the latter provides a substantially integrated account of the "cul-
tural and social" history of the period. See Mossner, op. cit.,

. cit., pp. 680-681. In opposition to this view and 1n closer
conformity with this writer's belilef Davidson contends that it is
rather in 1ts treatment of political and constitutional develop-
ments that the essential core of unity of this history lies. See
the comments on Mossner's artlcle by W. Davidson in the Philolog-
ical Quarterly, XXI (April, 1942), 208-209.

351pid., pp. 84-85.
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tween gilven condltions and a glven motive or motives for the in-
dividuals engaged in the activity in questlon. Since man is a
bundle of many interrelated passlions and inhabits an environment
of manifold forces, the descent from the principles to laws 1is
feaslible only for certain distinctive aspects of human experience.
To use Hume's terminology, in many areas of inqulry historical
evidence here will at best afford a baslis for "probabllities" or
propositions which are not entirely free of '"contrariety in our
experience and observation."36
In congidering the prerequisites for such laws, Hume
seeks to explain why they are generally applicable to mass phe-
nomena only. "What depends upon a few persons is, in great meas-
ure, to be ascribed to chance or secret and unknown causes: what
arises from a great number, may often be accounted for by deter-
minate and known causes."57 In an interpretation of the statis-
tical law of large numbers as 1t applies to human behaviour, he
points out that this 1s to be ascribed to the "grossness' of the
passions which affect the multitude--that 1is to the fact that they
are not influenced by the more subtle and less perceptible of
causes.
If you suppose & die to have any bias, however small, to

a particular side, this biss, though perhaps, 1t may not ap-

pear in a few throws, will certainly prevaill in a great num-

ber, and will cast the balance entirely to that side. In

like manner, when any causes beget a particular inclination,

or passion, at a certain time, and among a certain people;

though many individuals may escape the contagion, and be

ruled by passions pecullar to themselveg; yet the multitude

will certainly be selzed by the common affectlon, and be gov-

erned by i1t in all thelr actions. . . .
Those principles or causges, which are fitted to operate

36Treatise, p. 131. 37Essazs, p. 175.
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on a multitude, are always of a grosser and more stubborn na-—
ture, less subject to accidents, and less influenced by whim
and private fancy, than those which operate on a few only.
The latter are commonly so delicate and refined, that the
smallest incident in the health, education, or fortune of a
particular person is sufficient to divert theilr course and
retard thelr operatlion; nor 1s it possible to reduce them to
any general maxims or observatlons. Thelr influence at one
time will never assure us concerning their influence at
another; even though all the circumstances should be the same
in both cases.58

Because of thelr dependence upon passions which charac-
teristically govern the mass of men, he then points out, the be-
haviour sequences of economics, in contrast to those pertalning
to intellectual and artistic activity, are peculiarly tractable
to scientiflc treatment.

« « .1t 1s more easy to account for the rise and progress of
commerce in any kingdom, than for that of learning; and a
state which should apply itself to the encouragement of the
one, would be more assured of success, than one whlch should
cultivate the other. Avarice, or the desire for gain, 1is an
universal passion, which operates at all times, in all places
and upon all men. But curlosity, or the love of knowledge,
has a very limited influence, and requires youth, lelsure,
education, genius, and example, to make it govern any person.
You will never want booksellers, while there are buyers of
books: But tgere may frequently be readers where there are

no authors.3

In light of the previous analysis, the emphasis on hils-
torical sequence, as reflected in the reference to the "rise and
progress of commerce," 1s especlally noteworthy. Thls appears
even more pronounced in the eesay "0Of Civil Liberty" where, because
of the difficulty of ascertaining historical laws, Hume expresses
a general doubt concerning the reliability of the generalizatlons
of "politics."

I am apt . . . to entertaln a susplcion that the world
is st11l too young to flx many general truths in politics

39

Ibid. Ibid., p. 64.
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which will remain true to the latest posterity. We have not
as yet had experience of three thousand years; so that not
only the art of reasoning 1s stlll imperfect in this science,
as in all others, but we even want sufficient materials upon
which we can reason. It is not fully known what degree of
refinement, either in virtue or vice, human nature is sus-
ceptible of, nor what may be expected of mankind from any
great revolution in their education, customs or principles. .
. . Trade was never esteemed an affalr of state till the last
century; and there scarcely ls any ancient writer on politics
who has made mention of 1t.40

It is apparent nonetheless that, owlng to the fact that
the passions with which 1t dealt were common to the mass of men,
Hume believed economlcs to be a singularly fruitful field for
sclentific analysis. The confidence with which the historical as
well as the analytical generalizations are presented in the es-
gays leaves little doubt that at the very least he believed them
to be respectable approximations to accurate descriptions of ex-
perience. In this connection it may be noted that it is with a
Justification of the use of generalizations in "politics" that
Hume introduces the economlc essays.

However intricate they may seem, it is certain, that gen-

eral principles, if Just and sound, must always prevail in

the general course of things, though they may fall in particu-
lar cases; and 1% is the chief business of philosophers to re-
gard the general course of things. I may add, that it 1s also
the chief business of politicians; especlally in the domestic
government of the state, where the public good, which is, or

ought to be their object, depends on the concurrence of a
multltude of causes; not, as in foreign politlics, on accidents

401p1d., p. 50. The central question of this essay con-
cerns the extent to which behaviour patterns are affected by the
degree of civlil liberty. In that nart pertaining to economic ac-
%ivity Hume consilders whether absolute government may discourage
commerce by weakening the influence of avarice. In this connec-
tion he asserts that "Avarice, the spur of industry, is so obsti-
nate a passion, and works its way through so many real dengers
and difficulties, that it 1s not likely to be scared by an imagi-
nary denger [to private property from the "violence of the sover-
elgn"] which is so small, that it scarcely admits of calcula-

tion."
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and chances, and the caprices of a few persons. This there-
fore makes the difference between particular delliberations
and general reasonings, and renders subtllty and refinement
much more sultable to the latter than to the former.

I thought this introductlion necessary before the following
discourses on commerce, money, interest, balance of trade,
&c., where, perhaps, there will occur some principles which
are uncommon, and which may seem too refined and subtile for
such vulgar subjects. If false, let them be rejected; but no
one ought to entertain a prejudiZf against them merely because
they are out of the common road.

41Essaxs, p. 150. Italics in text. The ground on which
Hume 1s supposing that generalizations may be more easily framed
in the fleld of "“domestic government" as against "foreign poli-
tics" is not entirely clear. On the basis of his preceding com-
ments apropos the prerequisites for framing such generalizatlons
1t would seem likely that in his reference to the "multitude of
causes" he 1s speaking of "causes appliceble to the multitude"
and is contrasting the grossness of the passions governing the
mass with the delicacy of those governing the few. It 1is possi-
ble, however, that in his reference to the "concurrence of a mul-
titude of causes" he 1is spesking of a combination of a few primary
causes with a large number of less significant and mutually off-
setting factors (as say in the case of the throwing of the die)
as making possible a determinate solution and 1a contrasting this
wlth the relatively large number of primary factors which operate
on individuals responsible for the conduct of foreign aifairs.
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CHAPTER II

THE NATURAL HISTORY OF THE RISE AND PROGRESS
OF COMMERCE
HUME'S ECONOMIC PSYCHOLOGY

This chapter will seek to show that the economic essays
postulate a set of related historical laws of economlc behaviour
whose paychological elements are drawn from Hume's general sci-
ence of man and which, taken together, comprise a "natural his-

tory of the rise and progress of commerce."

The General Framework of the Natural History

The general outline of this history is presented in "Of
Commerce," the first of the economic essays, in which it appears
as the supporting argument for his central thesie that "the great-
negs of & state and the happiness of its subjects . . . are . . .
inseparable with regard to commerce."

As a means of flxing the historical setting for his analy-
sle, Hume opens with a brief statement on the nature of the class
structure of an industrial economy and the course of its evolution
from the more primitive forms.

The bulk of every state may be divided into husbandmen

and manufacturers. The former are employed in the culture of
the land; the latter works up the materlals furnished by the

former, into all the commodities which are necessary or orna-
mental to human life. As soon ag men quit their savage state,
where they live chlefly by hunting and fishing they must fall

into these two classes; though the arts of agriculture employ
at first the most numerous part of the society. Time and ex-

25
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perience improve so much these arts, that the land may easily

maintain a much greater number of men than those who are im-
medlately employed in 1ts culture, or who furnish ihe more
necesgary manufactures to such as are so employed.

That the use of these surplus laborers in the luxury in-
dustries enhances human happiness, he continues, 1s obvious since
it affords "many the opportunlty of receilving enjoyments, with

| which they otherwise have been unacquainted." That the develop-
ment of commerce and industry lilkewlse augments the power of the
state, however, may at first seem dublous. For may 1t not be
supposed that the luxury industries absorb resources which might
have been employed for military purposes? This view he acknowl-
edges 1s not entirely without foundation. B8pecifically it would
appear to find support in the record of the anclent Greek and
Roman republics whose prodigious capaclty to ralse and support
armies, he grants, must be ascribed directly to the policy of
rigorous self-denlal which they uniformly pursued in the use of
thelr resources. "Few artisans were maintained by the farmers,

2 However to re-

and therefore, more soldlers might 1live on it."
gard the experience of these nations as a reliable basls for pol-
icy formation, he points out, is to overlook the fact that, as
the continued production of the necessary agricultural surpluses
rested wholly upon the force of public spririt, this procedure
was "violent" and entirely contrary to man's "natural bent." For
"man's strongest attention," as he argues in hls more extensive

Treatise analysis, "is confin'd to [himself]; (his] next is ex-

tended to [his] relations and acquaintance; and 'tis only the

®Ibid., p. 152.

lgesays, pp. 150-151.
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weakest which reaches to strangers."3

He 1s consequently "not
easlly induc'd to perform any action for the interest of strangers,
except with a view to some reciprocal advantage, which [he] had

no hope of obtaining but by such a performanoe."4 The success of
the ancient states must thus be attributed to an "extraordinary
concurrence of clrcumstances! in which thelr freedom, their con-
fined areas and the martial splrit of the age, which obliged all
citlzens to remain in constant readiness to bear arms, gll com-

bined to engender an amor patrlae of a singularly high order.5

If then we conslider what 1s likely to odcur in the Y“more

5Treatise, p. 488.

4Ipid., p. 519. It should be noted, however, that Hume
emphasizes the importance of man's concern for his friends and
relations ("confined generosity") and on this basis explicitly
rejects the view that man 1s predominantly selfish. "I am sensi-
ble that, generally speaking, the representations of this quality
have been carried much too far; and that the descriptions which
certain philosophers delight so much to form of mankind in this
particular, are as wide of nature as any accounts of monsters,
which we meet with in fables and romances. So far from thinking,
that men have no affection for any thing beyond themselves, I am
of opinion, [sic] that tho'! it be rare to meet with one, who
loves any single person better than himself; yet 'tis as rare to
meet with one, in whom all the kind affections, taken together,
do not over-balance all the selfish. Consult common experience:
Do you not see, that tho' the whole expence of the family be gen-
erally under the direction of the master of it, yet there are few
that do not bestow the largest part of their fortunes on the
pleagures of thelr wives; and the education of thelr children, re-
serving the smallest portion for their own proper use and enter-
tainment. This is what we may observe concerning such as have en-
dearing ties; and may presume, that the case would be the same
with others, were they placed in a like situation." Ibid., pp.
487-488. See also "Of the Dignity and Meanness of Human Nature,"
Essays, p. 48.

3

‘Fovr The ase of Sparta he finds no adequate explanation.
"Were The testirmony of history less positive and circumstantilal,
guch a government would appear a mere philosophical whim or filc-
tion, and impossible ever to be reduced to practice." Ibld., p.
152,
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natural and usual course of things," in which the more self-re-

garding passions will predominate, the military advantage which
the state reaps by permitting commerce to flourlsh should be evi-
dent. For in all such cases were commerce suppressed and individ-
uals denied the opportunity to exchange agricultural goods for
commodities which served their "pleasure or vanlity," not only
would farm surpluses disappear, but as production declined socle-
ty would inevitably become habltuated to a lower level of exer-
tion. Confronted with a '"habit of indolence" the sovereign would
be unable to evoke the rapid expansion of output required by a
war emergency thus rendering an effective and sustained defense
unfeasible.6 In a commercial economy, however, this difficulty
will not be encountered, since the agricultural surplus required
to support the army has long been produced in exchange for manu-
factures; and, as laborers are now "accustomed to industry," they
will regard the selzure of this surplus for the public service as
"less grievous than, if, at once, you oblig'd [them] to an aug-
mentation of labour without any reward."7 Trade and industry, in
a word, are "really nothing but a stock of labour, which, in times
of peace and tranquility, ls employed for the ease and satisfac-
tion of individuals; but, in the exigenciles of state, may in part
be turned to public advantage."8
FProm this account two general features of the natural his-

tory thus emerge: in the light of the character of human nature

commerce provides the only "natural" stimulus to the growth of

sHume also notes the technplogical difficulties involved
in a sudden expansion of output. Ibid., p. 154.

7Ibid., p. 155. BIbig.
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economic activity, and this growth process reflects the condi-

tioning force of habit which, "consolldating what other princi-
ples of human nature have . . . founded," alters man's orientation
toward labor itself and renders the expansion of effort self-
sustaining and progressive. Thus as he frequently relterates sub-
sequently, the growth of commerce both causes and 1s accelerated
by a transformation in the "spirit of industry" 1tself.9
In conclusion Hume draws special attentlion to the stimu-
lating influence of foreign commerce which he points out usually
precedes the expansion of domestic trade and industry. This he
attributes to the "novelty" of the imports, the high profits of
importing and exporting, and the effect on domestic technology of

the "imitation" of foreign techniques and products.lo

The "Causes of Labor"

The greater part of the "causes of labour" and the re-~
lated laws of economic behaviour which underlie this expansion of
industry are oonsidered in an early section of the second essay—-
"Of Refinement in the Arts'--where, in his more complete defense
of a commercial economy, Hume presents a detalled analysis of the

manner in which the development of trade promotes human happlness.

9Hume's recognition of the pervasive influence of hablt
is characteristic of his analysls of human behaviour in general
and has been wldely remarked in the literature on his psychology.

1OIb1d., p. 138. In the Treatise, where its influence 1s
contrasted with habit, Hume emphasizes the power of novelty to en-
liven or intensify passions of all varieties and ascribes this to
the "agitation of the spirits" caused by the difficulty in direct-
ing attention to something new. See Treatise, pp. 422-423. The
element of "liveliness" will be seen to be of considerable impor-
tance in Hume's economic psychology as a whole.
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Because of its significance for his economic psychology this

passage merits quotation in fyll.

Human happlness, according to the most received notions,
seems to consiset in three ingredients; action, pleasure, and
indolence: and though thesge ingredients ought to be mixed in
different proportions, according to the particular disposi-
tion of the person; yet no one ingredlent can be entirely
wanting, without destroying, in some measure, the relish of
the whole composition. Indolence or repose, indeed, seems
not of itself to contribute much to our enjoyment; but, like
sleep, 1s requislte ag an indulgence to the weakness of human
nature, which cannot support an uninterrupted course of busi-
ness or pleasure. That qulck march of the spilrits, which
takes a man from himself, and chiefly gives satisfactlon,
does in the end exhaust the mind, and requires some intervals -
of repose, which, though agreeable for a moment, yet, if pro-
longed, beget a languor and lethargy, that destroy all enjoy-
ment. Educatlion, custom, and example, have a mighty influence
in furning the mind to any of these pursuits; and it must be
owned that, where they promote a relish for actlon and pleas-
ure, they are so far favourable to human happiness. In times
when industry and the arts flourish, men are kept in perpetual
occupation, and enjoy, as their reward, the occupation itself,
as well as those pleasures which are the fruit of their labour.
The mind acquilires new vigour; enlarges 1ts powere and facul-
ties; and, by an assidulty in honest industry, both satisfies
its natural appetites, and prevents the growth of unnatural
ones, which commonly spring up, when nourished by ease and
1dleness. Banish those arts from society, you deprive men
both of action and of pleasure; and leave nothing but indo-
lence in their place, you even destroy the relish of indo-
lence, which never 1s agreeable, but when it succeeds to la-
bour, and recruiti the spirits, exhausted by too much applicae-
tion and fatigue. 1

Three major causes of labour may be discriminated from
this passage: the desire for "pleasure," the desire for "action"
and the desire for the "quick march of the spilrits" which is ex-
pressed through both actlion and pleasure and which may be termed
simply the desire for “liveliness! To these is to be added "ava-
rice" or the "desire for gain' which Hume refers to in his earlier

consideration of the "natural history" in "Of Commerce."lz

Essays, p. 160.  *2cr. ibid., pp. 155-156.
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No further comment l1s required on the desire for '"pleasure'

which is employed throughout the essays only in a most general
gense to denote the entlire complex of passions gratified by the
consumption of wealth.l5 Each of the remainder, however, will be
shown to have 1ts specific ounterpart in Hume's sclence of man.
Beyond revealing the extent to which Hume's theory of economic
motivation represented a systematic application of his principles
of human nature to the "moral science" of economics, this will be
seen to add new dimensions to that part of the analysis which ap-
pears in the essays, thus serving to clarify the significance of
each of the passions involved as well as the interrelations be-
tween all.

The desire for action.--The general model for Hume's

treatment of economic activity as a satisfylng form of activity
appears in a section of Book II of the Treatisge entitled "Of Curi-
osity or the Love of Truth," a passion which Hume tells us he
deems worthy of separate and detalled analysis because "'tis an
affection of so peculiar a kind, that 'twoud have been impossible
to have treated of it under any of those heads, which we have ex-
amin'd, without danger of obscurity and confusion."14
At the outset he emphaglzes that the pleasure derived

from scholarly pursuits consists basically not in the attainment

of valid knowledge as such, but simply "in the action of the mind,

13Besides hunger, thirst and the like this would include

all the so-called '"secondary" passions such as pride, the desire
for ostentation, etc. Elsewhere Hume gives conslderable attention
to pride in its relation to the desire for wealth. BSee Treatlse,
pp. 309 ff.

1p14., p. 448.
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and the exerclse of the genius and understanding in the discovery

or comprehenslon of any truth." For the pursuit of truth to
prove fully gratifying, however, two conditions are required.
First the undertaking must offer a genulne challenge to our ca-
pacities.

That which 1s easy and obvious is never vealu'd. . . . We love
to trace the demonstrations of mathematicians; but shou'd
recelve small entertainment from a person, who shou'd barely
inform us of the proportions of lines and angles, tho! we
repos'd the utmost confildence both in his Judgment and veraci-
ty. In this case 'tis sufficlent to have ears to learn the
truth. ge are never oblig'd to fix our attentlon or exert our
genius.1

Secondly, it 1s essentlal that the truth possess some
measure of utlility.

'Tis easy to multiply algebraical problems to infinity,
nor 1s there any end in the discovery of the proportions of
conlc sections; tho' few mathematicians take any pleasure in
these researches, butlgurn thelr thoughts to what i1s more
useful and important.

However, to assert that the truth must be useful, he
continues, would appear to lead us into paradox. For, while it
18 clear that the enjJoyment of the activity requires that 1t be
directed toward a worthy objective, as pointed out it 1ig not this
objective, but simply the activity itself, which serves as the
true end of thls passlon.

The difficulty on this head arlises from hence, that many
philosophers have consum'd their time, have destroy'd their
health, and neglected their fortune, in the search of such
truths, as they esteemed important and useful %o the world,
tho' it appear'!d from thelr whole conduct and behaviour, that
they were not endow'd with any share of public spirit, nor had
any concern for the interests of mankind. Were they con-
vine'd, that their discoveries were of no consequence, they
wou'd entirely lose all relish for thelr studies, and that
tho! the consequences be entirely indifferent to them; which

16

Ibid. Ibid., pp. 449-450.
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seems to be a contradiction.

17

Thls difficulty may be resolved if 1t be borne in mind
that "when we are careless and inattentive, the same action of
the understanding has no effect upon us, nor is able to conve&
any of that satisfaction, which arises from it, when we are in
another digposition." Consequently "if the importance of the
truth be requisite to complete the pleasure, 'tis not on account
of any consliderable addition, which of 1tself it brings to our en-
Joyment." Rather, belonging in that class of "desires and incli-
nations, which go no farther than images of passions,"18 its sole
function is to provide that small but cruclal margin of interest
necessary to "fix the attention" on some objective and so evoke

organized and integrated effort. Philosophers, in a word, may

171pi1d., p. 450.

18For a pasgsion of this order to emerge even the most "re-
mote" assoclative process, through which the mind links the objJect
to its utility, will suffice. In an illustration Hume here 1lnvokes
the process of "sympathy." (On this cf. below, pp. 131-132.)
Thus, suppose a man, who takes a survey of the fortiflications of
any city; considers their strength and advantages, natural or ac-
quir'd; observes the disposlitlion and contrivance of the bastions,
ramparts, mines, and other military works; 'tis plain, that in
proportion as all these are fltted to attain thelr ends, he will
recelve a suitable pleasure and satisfaction. This pleasure; as
it arises from the utility, not the form of the objects, can be
no other than a sympathy with the inhabitants, for whose security
all this art is employ'd; tho' 'tis possible, that thls person, as
a stranger or an enemy, may in his heart have no kindness for them,
or may even entertain a hatred against them." Ibid. (See also
Hume's reference to this sympathetic process in his treatment of
the basgis for our esteem for the wealthy. Ibid., pp. 358, 361,
616.) In his Theory of Moral Sentiments, where he explicitly ex-
tends Hume's doctrine, Adam Smith argues that the pleasure which
we derive from viewing an objlect, owing to i1ts suitabllity to a
given end, induces so intense a desire for the object as such that
we commonly "value the means more than the end" for which it is
contrived. It i1s because of this "love of contrivance" as such,
he argues, that the value attached to articles of luxury 1ls gener-
ally far out of proportion to their real worth. See Adam Smith,
The Theory of Moral Sentiments (London: A. Strahan and T. Cadell,
1792), Part IV, chap. 1.
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find the quest for worthless truth inslpid and yet be entirely

non-humanitarian since the value of the truth here takes on sig-
nificance only as an instrument or, to use a well recognized term,
as an "instrumental end," in effectuating the desire to glve ex-
pression to intelligence in a meaningful fashion.

In a generalization of his analysis Hume then shows that
in every major partlcular the pursuilt of knowledge is akin to
hunting and gaming.

'Tis evident, that the pleasure of hunting consists in
the action of the mind and body; the motion, the attentlon,
the difficulty, and the uncertainty. !'Tis evident likewise,
that these actions must be attended with an idea of utility,
in order to their having any effect upon us. A man of the
greategt fortune, and the farthest remov'd from avarice, tho!
he takes pleasure in hunting after partridges and pheasants,
feels no satisfaction in shooting crows and magples; and that
because he considers the first as fit for the table, and the
other as entirely useless. Here 'tis certain, that the util-
1ty or importance of i1tself causes no real passion, but is
only requisite to support the imagination; and the same per-
son, who over-looks a ten times greater profit in any other
subJect, 1s pleas'd to bring home half a dozen woodcocks or
plove{s, after having employ'd several hours in hunting after
them.

It has been remark'd, that the pleasure of gaming arises
not from interest alone; since many leave a sure gain for
this entertalnment: Neither 1s 1t deriv'd from the game &alone;
since the same persons have no satisfaction, when they play
for nothing: But proceeds from both these causes united, tho'
separately they have no effect. 'Tis here, as in certain
chymical preparations, where the mixture of two clear and
transparent liquids produces a third, which 1s opadque and
colour'd.

To return to the economic essays, the parallel between

Hume's treatment of the desire for action within the context of

197 eatise, pp. 451-452.

ZOIbid. As 1s evident, Hume does not recognize what may
be called the "pure game," or one in which the "end" has no in-
dependent value but 1is conceived wholly for the purpose of making
activity interesting.
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his natural history and his analysis of the love of truth is

seen to be completed in an important passage in the essay "Of
Interest." For here Hume makes clear that in its relation to
economic activity as a form of interesting pursuit, the desire
for wealth ie in the nature of a desire for "profit" or 'gain,"
and in the context this 1s explicitly opposed to the "real" pas-
sion for the "pleasures" derived from the consumption of wealth.
Viewed in the light of his more general analysls, wealth is thus

implicltly treated as the full equivalent of the "plover and

woodcock" of the Treatise.zl

There is no craving or demand of the human mind more con-
stant and insatiable than that for exercise and employment;
and this desire seems the foundatlion of most of our passions
and pursults. Deprive a man of all business and serious oc-
cupation, he runs restless from one amusement to another; and
the weight and oppression, which he feels from idleness, 1s
so great, that he forgets the ruin which must follow him from
his 1mmoderate expenses. Gilve him a more harmless way of em-
ploying his mind or body, [specifically "lucrative employ-—
ment" or the pursuit of "gain"] he is satisfied,_and feels
no longer that insatiable thirst after pleasure.

A recognition of the relationship between Hume's treat-

ment of economic activity as intrinsically gratifying and his

21Elsewhere in a similar frame of reference Hume explicit-
1y links "business" to hunting and gaming. See below, p..44.

22Eseax_, p. 179. Although in his treatment of economic

actlvity as an intrinsically gratifying pursult Hume gives special
emphasls to the activity of the merchant, it would seem clear
from his discussion that he belleved it applicable to all forms
of labour. Whlle one might wish to distinguish between the de-
grees of pleasure on the basis of the type of work involved, it
should be borne in mind that the gratification of which Hume speaks
does not flow primarily or exclusively from the nature of the spe-
cific task but rather from the broader activity designated ag the
"pursuit of gain"; and so viewed even the lowliest Job, if regari-
ed as a step toward success 1n this "game," would conform to the
general pattern.
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Treatise model further helps to clarify his treatment of "diffi-
culty," "obstacles" and "necesslty" in the essays. For here, 1in
considering the influence of the latter on the development of in-
dustry, he argues that additional obstacles to want satisfactlon
frequently generate an expansion of effort so great as to produce
an increase in scales of living far exceedling pre-exlsting levels.
As the response 1g thus treated as reflecting the evocation of a
posltive desire to overcome hardship, the analysis finds 1ts ob-
vious analogue in the relationship more explicitly:drawn between
tdifficulty" and interesting action in the Treatise.
What is the reason why no people, llving between the troplcs,
could ever yet attain to any art or civility, or reach even
any police in thelr government, and any military discipline;
while few nations in the temperate climates have been alto-
gether deprived of these advantages? It 1s probable that one
cause of this phenomenon is the warmth and equality of weather
in the torrid zone, which render clothes and houses less req-
uisite for the inhabitants, and thereby remove, in part, thajé5
necessity which 1s the great spur to industry and inventlon.
Perhapse the best statement of the position that economic activity
reflects a conscious seekding out of difficulties, however, is to
be found in the essay "The Stolc" (subtitled "The Man of Action
and Virtue") where he likens labor to hunting.
They [the hunters] leave behind, in their own houses, and
in the neighbouring plains, animals of every kind whose flesh
furnishes the most deliclous fare, and which offer themselves
to the fatal stroke. Laborious man disdains so easy a pur-

chage. He seeks for prey, which hides itself from his search,

or fligz from his pursults, or defends 1tself from his vio-
lence.

23Ip1d., p. 158.

241b14d., p. 87. It would eppear that in this position
Hume was influenced substantially by Virgil. Thus the above
statement from "Of Commerce" 1s followed by the quotation "Curils
acuens mortalia corda" which 1s taken from the Aeneid iv. 158-
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As is well known, the view that difficulty stimulated in-

dustry was widely held among the mercantilist writers of the pe-
riod, empirical evidence usually being drawn from the much eulo-
glzed achlevements of the Dutch. However, as it was a cardinal
principle of thelr economic psychology that man natively abhorred

Work,‘g5 in arguing the above position these writers supposed that

169. Again in a passage in the Treatise where he speaks of the
"invigorating" effects of "opposition" he introduces a quotation
from the Georglcs 1. 123. See Treatise, p. 433. The opening
passages of "The Stolc," moreover, where he asserts that nature
prohibits "man's noble faculties to lie lethargic or idle; but
urges him by necessity, to employ, on every emergence, his utmost
art and industry," bears a striking resemblance, even in the word-
ing, to the Aeneild iv. 108-109. Although not presenting as de-
talled a psychological analysis as Hume, Adam Ferguson, in his
later work on civil soclety, likewise argued that man needs ac-
tion and to fulfill this desire deliberately seeks difficultles.
To cite but one of his many comments, "Ask the busy, Where ig the
happiness to which they asplire? they wlll answer, perhaps, That
it is to be found in the objlect of some present pursult. If we
ask, Why they are not miserable in the absence of that happiness?
they will say, That they hope to attain it. But is 1t hope alone
that supports the mind in the midst of precarious and uncertain
prospects? and would assurance of success fill the intervals of
expectation with more pleasing emotions? Give the huntsman his
prey, gilve the gamester the gold which 1s staked on the game,
that the one may not need to fatligue his person, nor the other %o
perplex his mind, and both will probably laugh at our folly: the
one will stake his money anew, that he may be perplexed; the other
will turn his stag to the field, that he may hear the cry of the
dogs, and follow through danger and hardship." Adam Ferguson, An
Essay on the History of Civil Society (London: A. Millar and T.
Cadell, 1768), pp. 63-64. BSee also below, P. 44.

25It was generally belleved that the resistance to work
wag a product of a deep rooted propensity toward idleness which,
further nourished by the ease permltted by a high wage level, had
moreover become habitual. As Furniss points out in characteriz-
ing the prevailing attitude on the effect of the poor laws: "The
reaction of the laborers toward these well-intentioned efforts to
ease thelr life conditions, was rather construed as evidence of a
deep-lying moral taint in the character of the people, a proneness
to evil which became pronounced in the presence of conditions in
the least degree favorable to an indulgence of thelr congenital
habits of indolence and debauchery." E. S. Furniss, The Position
of the Laborer in a System of Nationalism (Cambridge: Houghton
Mifflin Co., 1920), p. 106. For innumerable quotations illustrat-
ing this general viewpoint see ibid., chaps. vi and vii.
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the mere repetition of labor could alone, through its effect on

26 This view not

habit, create a disposition toward industry.
only conflicts with Hume's position on man'g native attitude
toward action but is precluded by his analysis of habilt itself.
For, as he points out in the Treatise, while mere repetition may
render a painful act tolerable owing to the increased "facility"
of performing it ("passive habit"), it can never produce "an in-
clination and tendency towards 1t" ("active habilt"), if to human
nature the act 1s "entirely disagreeable and can never be the ob-
Ject of inclination." Indeed 1f the habit is founded on nothing
but repetition, an increased facility beyond a point actually
diminishes 1ts force "by rendering the motion of the spirits
faint and langui&."27 To assert that through its influence on
hablt difficulty engenders a continuous and enduring expansion of
industry is thus to lmply a native desire to perform the act.
Needless to say, when viewed in relstion to the mainstream
of clasgsical doctrine as subsequently developed by Smith and Ri-
cardo, Hume's recognition of the gratificatlions inherent in eco-

nomlc activity appears no less anomalous, for both these writers,

265tatements of this character are to be found in the many
arguments in support of "schools of industry" and an early disci-
plining of children for the tasks of gainful employment. See
ibid., pp. 109 ff. Perhaps one of the clearest general statements
ig that of Sir Willlam Temple. '"Men naturally prefer ease before
labour, and will not take pains i1f they can live idle; though
when, by necessity, they have been inured to 1t, they cannot leave
it, being grown a custom necessary to their health, and to theilr
very entertainment." Cited by Furniss, op. cit., p. 106. In '"Of
Taxes" Hume quotes this in support of his own view on the relation
between difficulty and economic activity. See Essays, p. 205.
Perhape because of the brevity of his analysls ag a whole he does
not pause, however, to explain the differences between hls posi-
tion and Temple's.

27Treatise, pp. 423-424.
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likewlise subscribing to the view that economic activity was irk-

some, treated the '"pain cost" of labor as one of the principal

bases of exchange value.28 Indeed, although it i1s now commonly

recognized that such activity may prove intrinsically rewarding,29

28“The real price of every thing, what every thing really
costs to the man who wants to acquire 1%, 1s the toll and trouble
of acquiring it." M"If among a nation of hunters, for example, it
usually costs twice the labour to klll a beaver which i1t does to
kill a deer, one beaver should naturally exchange for or be worth
two deer. It 1s natural that what is usually the produce of two
days' or two hours' labour, should be worth double of what is usu-
ally the produce of one day's or one hour's labour [of equal
"hardship"]." Adam Smith, The Wealth of Nationg (Edinburgh: Adam
and Charles Black, 1853), pp. 13 and 22 respectively. See also
David Ricardo, The Principles of Political Economy and Taxation
(London: J. M. Dent and Sons, 1937), pp. D ff. Although Smith
and Ricardo do not recognize that man desires action, unlike the
mercantilists they do not explicitly trace the painfulness of la-
bor to a tendency toward indolence but rather, as it would seem,
to the disagreeable nature of the tasks involved in "work." While
the "pain cost" doctrine only requires that the marginal unit of
effort be regarded as painful, the statement of this doctrine in
terms of incremental units and the recognition that the infra-
marginal units may be pleasurable belongs to a later period. For
a discussion of the classical real cost doctrine see F. H. Knight,
"The Ricardian Theory of Production and Distribution," The Canadian
Journal of Economics and Political Science, I (February and May,
1935), 3 and 171.

291n the more recent economic literature one of the earli-
est systematic treatments of productive activity as a potential
source of satisfactlion would seem to be Thorstein Veblen's The
Instinct of Workmanship and the State of the Industrial Arts (New
York: The Macmillan Co., 1914). Though his treatment is of a
more fragmentary character Marshall, however, likewise takes note
of this in several places where he distingulshes between the mar-
ginal and infra-marginal units of effort. See his Principles of
Economics (London: The Macmillan Co., 1938), pp. 140-141, 830. It
may be noted that Veblen's analysle differs from Hume's in that
the gratification to which Veblen refers l1ls not a product of a
general desire for action as such and is more peculiarly associ-
ated with the character of the operations performed in a specific
tagk, i1.e., "contrivance." Amongst contemporary economists the
role of economic actilvity as a competitive game has been most em-
phasized by Frank H. Knight. See his The Ethics of Competition
(London: Harper and Bros., 1935), pp. 60 ff. As will become more
apparent below, Knight's economic psychology as a whole is strik-
ingly eimilar to Hume's in both spirit and subetance. Outslde the
economic literature John Ruskin's lecture on "Work" affords a very
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as late as 1915 F. W. Taussig could write that "the economist com-

monly tells us that [work] is an effort undergone because compen-
sated by wages and piofits, a 'disutility,' a sacrifice. Underly-

ing almost all economlc theory 1is the assumption that work is an

irksome thing, done for pay and in proportion to pay."so

3l

Avarice or the desire for gain." —--Hume's writings con-

tain two different interpretations of avarice. In his more gen-
eral treatment in the Treatise, where reference to this passilon
is made 1in passing and primarily for purposes of illustrating a
more general principle, there is found the construction more com-
mon to his own period, that is, the motive to hoard money is
traced to the assoclation or the identification of money with the

pleasure it will purchase.sz

close parallel to both Hume's and Knight's treatment. See The
Works of John Ruskin, ed. E. T, Cook and A, Wedderburn (London:
George Allen, 1903-1912), XVIII, 405 f£f.

30, w. Tausslg, Inventors and Money Makers (New York:
The Macmillan Co., 19155, pr. 55-66. Tausslg himself, however,
argues that this view 1s wanting in so far as it ignores the role
of the "instinct of contrivance" and the "instinct of devotion!
or public splrit, both of which he bellieves to have been dominant
motives in the case of the major inventors of the past, e.g.,
Cartwright, Ericcson, Edison. Ibid., pp. 21-22, 102-103. The
"instinct of play" and the "instinct of the chase," construed in
a narrow and somewhat literal sense, however, are not deemed sig-
nificant as economic incentives. Ibid., pp. 9-10.

31As a separate "cause of labour!" avarice here refers
golely to a desire to hoard money and as such 1is to be distin-
gulshed from a capaclous desire for the "pleasures of consumption.”
In Hume as well as in the general literature and common usage 1t
i1s sometimes employed to denote both. In Mandeville's pungent
proge: "Avarice . . . signifies that sordid love of Money, and
narrowness of Soul that hinders Misers from parting with what they
have, and makes them covet it only to hoard up. But there is a
sort of Avarice which consists in a greedy desire for riches in
order to spend them." The Fable of the Beeg, ed. F. B. Kaye (Ox-
ford: Oxford University Pregs, 1924), p. 102.

320ne of the clearegt statements of thls view in Hume'ls

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



41

A mliser recelves delight from his money; that is, from
the power it affords him of procuring all the pleasures and
conveniences of life, tho' he knows he has enj)oy'd his riches
for forty years without ever employing them; and consequently
cannot conclude by any specles of reasoning, that the real
exlstence of these pleasures ls nearer, than if he were en-
tirely depriv'd of all his possessions. But tho' he cannot
form any such conclusion in a way of reasoning concerning the
nearer approach of the pleasure, 'tis certain he imagines it
to spproaohagearer whenever all external obstacles are re-
mov'd . . .

In his more pointed discussion of avarice as a "cause of
labour," however, the interpretation assumes another and notably
more modern form. For here it is linked not to the desire for
pleasure but rather to the pursuit of "lucrative employment" qua
action. Since in its latter relation wealth serves as "instru-
mental end," or as the goal of the action, the implication is
clear that the passion for galn involved 1s essentially in the
nature of a desire to accumulate symbols of successful endeavour.
Thies may be seen ln an extension of the passage previously quoted
from "Of Interest" where Hume refers to man's 'craving for exer-
cise and employment."

Glve him a more harmless way of employing his mind or body,
he 1g satisfied, and feels no longer that insatlable thirst
after pleasure. But if the employment you give him be lucra-
tive, esgpeclally if the profit be attached to every particu-
lar exertion of industry, he has gain so often in his eye,
that he acquires, by degrees, a passion for it, and knows no

such pleasure as that of seeing the daily increase of hils
fortune.

time 18 to be found in the writing of John Gay, the early ex-
pounder of the principle of assoclation. "Digsertation Concern-
ing the Fundamental Principle of Virtue or Morality" in The Eng-
lish Philosophers from Bacon to Mill, ed. E. A. Burtt (New York:
Modern Library, 1930), p. 783.

56Treatise, p. 314, Itallics in text.

54Essazs, p. 179.
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A more general treatment of thls phenomenon likewise ap-—

pears in his further elaboration of the Treatlse analysis of the
love of truth. Thus after pointing out that the fundamental mo-
tive operative here 1s the desire for action while the deslre for
the apparent "end" is but an "image" of a passion, he adds that
in the course of the pursult and through the "natural course of
the affections," however, we develop an interest in the end 1t-
self as a token of the actlon successfully consummated.

Upon this head [the desire for success] I shall make a
general remark which may be useful on many occaslons, viz.
that where the mind pursues any end with passion; tho' %that
passion be not deriv'd originally from the end, but merely
from the actlon and pursuit; yet by the natural course of the
affections, we acqulire a concern for the end itself, and are
uneasyzgnder any disappointment we meet with in the pursuit
of 1t.

And gubsequently he adds:

To make the parallel between hunting and philosophy more
compleat, we may observe, that tho' in both cases the end of
our action may in itself be despis'd, yet in the heat of the
action we acqulre such an attention to this end, that we are
very uneasy under any dlseppointments and are sorry when we
eith%r miss our game, or fall into any error in our reason-
ing.

In a word, had Hume gone on to point out that as a conse-

35Treatise, p. 451, Thls phenomenon Hume reduces %o the
operation of the principle of "parallel direction," one of the
two lawe of assoclation shown to underlie relations between pas-
sions. The essence of the doctrine is that passions are Joined
by a similarity in their "general bent or tendency" such that
when one increases in intensity At tends to evoke all others of a
related variety. See 1bid., pp. 384-385.

3629;@., p. 452. Hume seemg to imply here that the heat
of the pursult not only intensifles our interest in attaining the
end but i1is the source of our interest in success i1tself. This is
difficult to understand since it would seem clear that an inter-
est in the attainment of the end is intrinsic to 1ts status as
"instrumental end" and would emerge as goon as an appropriate end
entered consciousness.
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quence of having "plover and woodcock" "so often in his eye,'
the hunter acquires & passglon to preserve and mount his day'se
bag, his Tregtise discussion would have provided a fully analo-
gous and general model for this phase of his treatment of the
"passion for gain" in his economic psychology.57

The desire for liveliness.——As seen in the passage quoted

from "Of Refinement in the Arte," beyond calling attention to the
gratifications derived from "action" and "pleasure' Hume observes
that both are further gratifying in that they provide "that quick
march of the spirits, which takes a man from himself." To re-
quote the relevant portion of thls passage.
Indolence or repose, indeed, seems not of itself to contribute
much to our enjoyment, but, like sleep, is requisite as an
indulgence to the weakness of human nature, which cannot sup-
port an uninterrupted course of business or pleasure. That
qulck march of the splrits, which takes a man from himself,
and chiefly glves satisfaction, does in the end exhaust the
mind, and requlirees some intervals of repose whlch though
agreeable for a moment, yet, if prolonged, beget a languor
and lethargy, that destroy all enj)oyment.

As will be observed the "quick march of the spirits" re-
fere not merely to the feeling of liveliness assoclated with the
act of want gratification but, contrasted with indolence which is
likened %o sleep or "no passion," likewise embraces the sense of
emotional excltement intrinsic to a state of actlve passion as
gsuch. In distilling the quality "liveliness" from both action

and pleasure Hume thus recognlzes that passlons are themselves

57Had he done so, however, he might have broken away from
the classification of the desire for gain as a separate passion,
which was common to his own period, and treated 1t as an instance
of a more inclusive passglon akin to what is now termed the "ac-
quisitlve instinct." For a critical discussion of thls see F.W.

Tausslg, op. cit., pp. 80-84,.
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obJects of a passion, or that economlc behaviour involves not

merely a desire for want gratification but further reflects a de-

sire to have and pursue wanta.sa

In more general form this 1s brought out even more clear-
ly in the Treatise.

Those, who take a pleasure in declalming against human
nature, have observ'd, that man 1s altogether insufficient to
support himself; and that when you loosen all the holds which
he has of external objects, he immedlately drops down into
the deepest melancholy and despalr. From thls, say they,
proceeds that continual search after amusement in gaming, in
hunting, in business, by which we endeavour to forget our-
selves, and excite our spirlts from the languld state, into
which they fall, when not sustained by some brisk and lively
emotion. To thlis method of thinking I so far agree that I
own the mind to be insufficlent, of itself, to 1ts own enter-
tainment, and that it naturally seeks after foreign objects,
which may produce a lively sensatlon, and agltate the spir-
its. On the appearance of such an object it awekens as it
were, from a dream: The blood flows with a new tide: The
heart 1s elevated: And the whole man acquires a vigggr, which
he cannot command in his solitary and calm moments.

Moreover, as he remarks in one essay, so distressing is
a passionless state that, as a refuge from 1ts abysmal vacuity,
man finds welcome relief in the excitement provided even by pain-
ful emotions. "No matter what the passion 1s; let it be disagree-
able, afflicting, melancholy, disordered; it 1s still better than

58Hobbes likewise had earlier observed that desire itself
is essential to human well being. "Nor can a man any more live,
whose desires are at an end, than he whose senses and imagination
are at a stand. Felliclty is a continual progress of the desire,
from one object to another; the attaining of the former, belng
st111 but the way to the latter." Thomas Hobbes, "Leviathan" in
The English Works of Thomas Hobbes, ed. Sir William Molesworth
{Tondon: J. Bohn, 1839), I1I, 85. A similar position is likewlse
found in Adam Ferguson, op. cit., pp. 61, 64, 67-88.

ngreatise, pp. 352-353. As wlll be recalled, in his

statement in "Of Refinement in the Arts" the general invigorating
effect of lively sensations 1s likewlse treated as a causal fac-
tor in the development of economic activity. See above, p. 30.
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that insipid languor, which arisges from perfect tranquility and

repose."4’O And similarly in the Treatlse analysis of the love of
truth after pointing out that the "difficulty, variety, and sud-
den reverses of fortune" of the game are sources of satisfaction
he adds "Human life is so tiresome a scene, and men generally of
such indolent dispositions, that whatever amuses them, tho' by a
passion mixt with pain, does in the main glve them a sensible
pleasure."41 In short, as Professor Knight remarks in a similar
analysis:

This argument of economists and other pragmatists that

men work and think to get themselves out of trouble is at
least half an inversion of the facts. The things we work for
are "annoyers!" as often as "satisfiers;" we spend as much in-
genuity in getting into trouble as in getting out, and in any
case enough to keep in effectively.4?

It should be noted finally that Hume's treatment of action
and pleasure as substitutable media for the expression of a desire
for liveliness provides the basis for an interpretation of the re-
lation between idleness and an excessive indulgence in pleasure
notably more adequate than that commonly entertained in the eco-
nomic literature of his own time. As is well known, this question
figured prominently in the discussion of the alleged prevalence

of i1dleness among the poor-—~this and their "tipling and carousing

in alehouses" belng generally regarded by the mercantilist writ-

ers as the principal soclo~economic evil of the period.45 How-
4O§§saz§, p. 128. 4l'I‘reatlse, p. 452.
42

F. Knight, The Ethics of Competition, p. 32.
45.A1though most writers of the period believed that a low
wage policy would help alleviate this condition, several took
vigorous exception to this both on humanitarian and economic
grounds. See Furniss, op. cit., pp. 126-127, 183-184, and J.
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ever, whereas these writers commonly viewed indulgence in "the

pleasure of idleness" as the fulfillment of a natural craving,44

Hume recognlizes it as symptomatic of frustration--that is as an
attempt to compensate through pleasure for the want of liveliness
resulting from a thwarting of the desire for interesting action.
To recall his statement in the passage previously quoted from "Of
Interest."
Deprive a man of all business and serious occupation, he runs
restless from one amusement to another; and the welght and
oppression, which he feels from idleness is so great, that he
forgets the ruin which must follow him from his immoderate
expenses. Glve him a more harmless way of employing his mind

and body, he 1s satisfled and feels no longer that insatlable
thirst after pleasure.49

Viner, Studies in the Theory of International Trade (New York:
Harper and Bros., 1937), pp. 56-57. Viner points out that the
number and importance of those who departed from this more gen-
eral positlion has usually been underestimated, citing as repre-
sentatives of this dissenting group such writers as Cary, Coke,
Davenant and Defoe.

4ap Furniss, op. cit., chap. vi. While many argued
that the employment of the 1dle would reduce "riotous living"
simply because of the time and energy absorbed in work, as noted,
1t was also generally recognized that the development of a habit
of industry would in itself counteract the desire to dissipate.
However, as these same writers persisted in the view that man was
naturally inclined toward indolence, they nowhere made clear that
indulgence in the pleasures of ldleness did not represent a com-
plete fulfillment of desire, or, as already indicated, they falled
to show what in human nature made feaslble the development of a
habit of industry.

45In the context in which the above passage appears Hume
is considering indulgence in the pleasures of ildleness specifical-
ly amongst the wealthy landowners, and, in conformity with hls
general analysis considered above, he ascrlibeg thelr frustrated
desire for action to the want of an effective challenge to thelr
capaclitles. See the discusslon of Hume's interest theory below,
p. 71. This same position, however, appears in hls treatment of
dissipation amongst the poor in "Of Taxes," where it 1s adduced
in explanation of the phenomenon that "in years of scarcity, if
1t be not extreme . . . the poor labour more, and really live
better, than in years of great plenty when they indulge themselves
in idleness and riot." For further comment on this and specifical-
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The Primacy of "Instinct"

In the course of the analysisg 1t has been observed that
Hume makes frequent reference to the "pleasures" associated with
the various "causes of labour," and, as noted, he uniformly em-
ploys the term "pleasures" when referring to the gratifications
derived from the consumptlion of wealth. It may now be considered
whether, in the later tradition of Bentham and Mill and the main
stream of nineteenth century psychological hedonism, Hume regard-
ed these "causes of labour" as but instances of an all inclusive
Degire for Pleasure or whether he meant them to be construed as
thoroughly distinct and independent motives.

On this question Hume's analysls leaves no room for doubt
that his intention was the latter. Thus in his general classifi-
catlon of passions in the Treatise,46 after considering those
whose object 1s pleasure or the avoidance of pain (desire, aver-

sion, hope, grief, sorrow) he observes that "beslde good and

evil, or in other words, pain and pleasure, the direct passgions

ly Hume's important qualification with respect to the limitation

on the stimulating effects of difficulty, which distinguishes his
positlion from the "utility of poverty!" school, see the discussion
of hig theory of shifting and inclildence below, pp. 90-92.

All passions are divided into two clagsses—-the "direct!
and the "indirect," and the former are subdivided into those
whose obJect is pleasure and the "ingtinctive" passions consid-
ered below. Treatlise, pp. 438-439. The distinction between the
"direct" and "indirect" passions turns on whether the affection
involves an assoclative procegs—-gpecifically the law of associa-
tion which Hume terms the "double relation of ideas and impres-—
slons." For hls analysis of this process see his treatment of
pride and humility. Ibid., pp. 277 ff.
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frequently arise from a natural impulse or instinct, which is

perfectly unaccountable." As they cannot be reduced to other
elements, these affections are thus in the nature of direct at-

tractions to objects. As such, they "produce good and evil, and

proceed not from them, like the other affections."47

A later and fuller analyslis whlch appears in hls defense
of the reality of a native penevolence and where he emphasizes
the extensive influence of these "instincts" as sources of the
"pleasures" we pursue, provides perhaps the best single statement
of hls position.

There are bodily wants or appetites acknowledged by every
one, which necessarily precede all sensual enjoyment, and
carry us directly to seek possession of the obj)ect. Thus
hunger and thirst have eating and drinking for their end; and
from the gratification of these primary appetites arises a
pleasure, which may become the objJect of another specles of
deslre or inclination that 1s secondary and interested. 1In
the same manner there are mental passions by which we are im-
pelled to seek particular oblects, such as fame or power, or
vengeance without any regard to interest and when these ob-
Jecte are attained a pleasing enjoyment ensues, as the conse-
quence of our indulged affections. Nature must, by the inter-
nal frame and constitution of the mind, give an original pro-
pensity to fame, ere we can reap any pleasure from that ac-
quisition, or pursue it from motives of self-love, and desire
of happiness. If I have no vanity, I take no delight in
praise; if I be vold of ambition, power gives me no enjoyment;
if I be not angry, the punishment of an adversary 1is totally
indifferent to me. . . . Were there no sppetite of any kind
antecedent to self-love, that propensity could scarcely ever
exert itself; because we should, in that case, have felt few
and slender palns or pleasgges, and have 1little misery or hap-
priness to avoid or pursue.

In recognition, finally, of the full implications of this

doctrine, Hume argues elsewhere that, impelled by instinct, man

471pid., p. 439.

48D. Hume, Engquiry Concerning the Principles of Morals
(LaSalle, Illinois: Open Court Publishing Co., 1938), pp. 143-
144.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



49
may repeatedly and with a complete foreknowledge of the conse-

quences, adopt a course of action detrimental to himself. "Men

often act knowingly against thelr own interest. For which reason

the view of the greatest possible good does not always influence

them."*®
Although "instinct" psychology has given way to a greater

stress on the conditioning influence of social forces, in light

of the continuing emphasis on "irrational" (i.e., non-pleasure

orientated), elements in human behaviour, 1t need scarcely be

said that Hume's analysils 1s more "modern" than the school of psy-

chology which dominated much subsequent English thought. As is

well known, within the field of economics the growing awareness

of the questions raised in part by Hume's type of approach long

ago led to a general abandonment of the nineteenth century liaison

50

with psychological hedonism. "Utility" is no longer equated

with "pleasure" or is explicitly construed in a most general sense,

that is imply as want fulfillment.51

4gTreatise, p. 418.

50As 1llustrative of this lialson the position of Jevons
is as explicit as any of the period. "Pleasure and paln are un-
doubtedly the ultimate objects of the calculus of economics. To
gatisfy our wants to the utmost with the least effort, to procure
the greatest amount of what is desirable at the expense of the
least that 1s undeslrable, in other worde, to maximlze pleasure,
is the problem of economice." Stanley Jevons, The Theory of Po-
litical Economy (London: The Macmillan Co., 1911), p. 40. Among
economigts primary credit for discrediting psychological hedonism
probably belongs to Veblen. BSee his The Instinct of Workmanship
and the State of the Industrial Arts.

51Perhaps the best of the early statements of this is to
be found in H. J. Davenport. ©See his The Economics of Enterprise
(New York: The Macmillan Co., 1913), pp. 99-100. 1In his treat-
ment of the theory of demand J. R. Hicke 1mplieg that indifference
analysis is indispensgable to "an economice free of utilitarian as-
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Concluding Remarks

When viewed as a whole, Hume's treatment of economic psy-
chology appears striking both for its multi-dimensional character
and for the insights revealed in 1ts notably broad approach to
economic behaviour. Of obvious significance in this connection
is the manner in which his analysis, even within i1ts rather brief
compags, displays an awareness of the complex interrelations be-
tween passions, or of the essentlally organic character of human
experience. Thus, beyond its direect influence, the pleasures of
consumptlon operate indirectly as the instrumental and which ren-
ders economic activity a sultable vehlcle for the desire for ac-
tion; in both capacities the desire for wealth is treated as the
basls for the development of avarice; actlon and pleasure are
gseen as avenues for the expression of a desire for livellness;
and this relation of substitutability is employed to explain the
phenomenon of dissipation. Moreover, as this process 1s consid-
ered in a historical framework, Hume's treatment is especlally
noteworthy for the manner in which it serves to draw attention to
the extensive dependence of patterns of economic behaviour on
changing circumstance as well ag to the importance of "hablt and
custom" in the formation of such patterns.

Equally noteworthy 1ls the way in whlch the analysis con-

sumptionsg." See his Value and Capital (Oxford: Oxford University
Press, 1939), p. 18. Obviously whether one uses "preference" or
the more conventlonal "utility" analysls has no bearing on this
issue. The concept "preference" i1s equally open to a hedonic
construction, if one chooses to invoke 1t.
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veys an appreciation of the ineffable density of human behaviour

and an understanding of the opposing forces on which it rests.
Thus man produces in order to attain "pleasures"; enjoying the
difficulties encountered in the activity itself, however, he not
only dellights in those pursuits which show genulne promise of
thwarting his desire to consume but, in the course of the "game,"
concelves a passion to withhold and preserve his acquisitions

from use. He wishes his wants gratified but, likewise enjoying
the emotional excitement of having wants, he desires his wants
unsatisfied, and finding himself too heavily taxed with "tranquil-
ity"will seek refuge 1f necessary even in the bitter-sweet pleas-
ure of paln. He deslres Pleasure (and one might add, priding
himself on his "reason," he deceives himself into believing this
is all he desires) but, drawn toward obj)ects for no "reason" other
than that he wants them, he is likewise a creature of "instincts"
who for the sake of their fulfillment wlll not infrequently sacri-

52 Per-

fice "every consideration of ease, interest, and safety."
haps the whole is best summarized by Hume himself when, in the
course of discussing the conflicting emotions of love and mar-
riage, he is prompted to exclaim: "These principles of human na-
ture, you'll say, are contradictory: but what is man but a heap of

contradictions'."55

It 1s notable that an analysis devoted to sci-
entific generalization should, in the complexity of its relations,
preserve so acute an awareness of the pluralism and variety of

human experience, or, contrariwise, that insights more commonly

52
p. 145,
55Essaxs, p. 112.

D. Hume, Enquiry Concerning the Principles of Morals,

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



52
encountered in the literary arts should find their expression

-wlthin a framework of uniformitles.
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CHAPTER III
HUME'S POLITICAL ECONOMY

It has been observed that Hume's economic psychology 1is
concelved as part of a general treatment of the development of
indugtry. Beyond presenting an analysis of the major doctrines
of Hume's political economy it will be the more special purpose
of this chapter to consider its relationship to this "natural
history." As previously noted this will be seen to take the form
of a pointed emphasis on the economic significance of the growth

sequences of which this history treats.

Monetary Theory
Although Hume's monetary theory is composed of several
elements, many of which are mutually inconsistent, it is in large
measure unified by 1ts critique of the mercantilist position.
Central to this are two propositions: the distinction between
money and wealth and the quantity theory of money. It is with a
statement of these that Hume opens the essay "Of Money."

Money 1is not, properly speaking, one of the subjects of
commerce; but only the instrument which men have agreed upon
to facllitate the exchange of one commodity for another. It
1s none of the wheels of trade; 1t 1s the 0il which renders
the motions of the wheels more smooth and easy. If we con-
slder any one kingdom by itself, it 1s evident, that the
greater or less plenty of money 1s of no consequence; since
the prices of commoditles are always proportioned to the

plenty of money. . . . It is only the public which draws
any advantage from the greater plenty of money; and that only

53
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in its wars and negociations with foreign states.l
The remainder of the essay in the main takes the form of

two "observationa" in each of which Hume seeks to show how a rec-

ognition of the quantity theory opens the way for a better under-

standing of the relations between money and wealth.

The two "Observationg."--The first observation, which is
introduced in the form of a paradox, involves the reconcilliation
of the quantlity theory with the acknowledged fact that the specie
from the American mines had increased industry 1ln all the natlons
of Europe. Distinguishing between the influence of a greater ab-
solute amount of money and the effects of the transition from a
lower to a higher level, Hume here refines upon the quantity the-
ory itself.

Allowing sufficient time for all forces to operate, any
monetary expansion, he repeats, will invariably produce nothing
but a general price increase. However, when the quantity of
money 1s increased i1t does not immedlately effect all prices
gince "some time 18 required before the money circulates through
the whole state, and makes 1ts effect be felt on all ranks of peo-

ple."2

The explanation for such time lags in price changes and
for the expansion of output wlth which it is accompanied is to be

found in a condition of less than full employment, that is, in the

1Essaxg, p. 167. In a letter to the Abbé Morellet, in
which he criticlzes the latter's commodlty theory of the value of
money, Hume recognizes that the choice of a medium of exchange is
a matter of convention and that the use of a scarce commodlity 1is
essentlial only as a means of preventing promiscuous increases 1in
supply. The Letters of David Hume, II, 204.

®Ipid., p. 170.
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first instance as entrepreneurs seek to employ the additilonal

funds to increase production, it is assumed that workers "never
dream of demanding higher wages, but are glad of employment" at
current rates. The remainder of the analysis of the developments
during this "interval or intermediate situation" takes the form
of a lucid account of the multipller effects of the initial ex-
pansion as Hume then explains how the latter, through its effects
on income and demand, generates an increase in employment and in-
come throughout the rest of the economy. To quote his own ac-

count:

Here are a set of manufacturers or merchants, we shall
suppose, who have received returns of gold and silver for
goods which they sent to Cadliz. They are thereby enabled to
employ more workmen than formerly, who never dream of demand-
ing higher wages, but are glad of employment from such good
paymasters. If workmen become scarce, the manufacturer gives
higher wages, but at first requires an increase of labour; and
this is willingly submitted to by the artisan, who can now eat
and drink better to compensate his additlional toll and fatigue.
He carries his money to market, where he finds every thing at
the same price as formerly, but returns with greater quantity,
and of better kinds, for the use of his family. The farmer
and gardener, finding that all thelr commodities are taken
off, apply themselves with alacrity to the raising more; and
et the same time can afford to take better and more clothes
from thelr tradesmen, whose price i1g the same as formerly, and
their industry only whetted by so much new gain. It is easy
to trace the money in its progress through the whole common-
wealth; where we shall find, that it must first quicken the
diligencesof every individual, before 1t increase the price
of labor.

3Ibid. Virtually all observers construe this part of
Hume's monetary theory as an analysls of the beneflts of infla-
tion, the latter being interpreted either in a general sense or
in the sense of differentlial price increases or, more specifical-
ly, as an inflation of unit profit margins. As 1s evident in
Hume's treatment, however, no inflation of profit margins is in-
voked, elther explicitly or otherwise, to explain the expansion
process. As to the lncrease of prices, as noted above this 1s
ascribed to the rise in wage costs and, contrary to the common in-
terpretations, 1s regarded as the cause or symptom of a decline
in employment. Whatever inflation is involved, in a word, 1ls
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As 1s evident, Hume assumes that 1t is the eventual rise

in wage rates which will produce the increase in the price level
in conformity with the quantity theory prescription. No clue,
however, is offered to explain why it is supposed that the inlitial
expansion of output endures only during the specified "interval”
or why the rise in wage rates should, in effect, nullify this
previous expansion of employment. Possibly Hume was thinking in
terms of something akin to the wage-fund doctrine, although this
is paradoxical in view of hls clear recognition of the dependence
of employment upon consumer demend. In this respect, in any
event, his analysis is inferior to that of Potter and Law who, as
is well known, present a somewhat similar argument with the spe-
cific purpose of demonstrating that, given unemployment, the

4

quantlty theory would not hold. In its understanding of the me-

treated as positively pernicious from the viewpoint of employment
and output. For instances of the usual misinterpretations see
E.A.J. Johnson, Predecessors of Adem Smith (New York: Prentice
Hall Inc., 1937), pp. 166-167; E. Heimann, Histo of Economic
Doctrines (New York: Oxford University Press, 1945), p. 45; E.
Whittaker, A Histo of Economic Ideag (New York: Longmans, Green
and Co., 1940), p. 694; C. Rist, History of Monetary and Credit
Theory (New York: The Macmillan Co., 1940), p. 435. This error
is further compounded by Erich Roll. After stating that "Hume
described what Mr. Keynes has called a profit inflation, which
was taking place at the expense of labour," he appends the re-
mark--as gratultous as 1t 1s fallaclous--that the reduction in
real income of labour was "a fact about which Hume was qulte hap-
py." A History of Economic Thought (New York: Prentice Hell Inc.,
1939), p. 121. Italice in text. Compare with Hume's statement
that "every person, if possible, ought to enjoy the fruits of his
labour, in & full possession of all the necesgsaries, and many of
the convenlences of life. No one can doubt but such an equality
is most sultable to human nature, and diminishes much less from
the heppinegs of the rich, than it adds to that of the poor."_Es-
says, p. 157. Italics in text.

4cr. William Potter, The Key to Wealth: or, A New Way for

Improving Trade (London: R. A., 1650), and John Law, Money and
Trade Consider'd: with a Proposal for Supplying the Nation with
Money (2d ed.; London: W. Lewls, 1720).
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chanics of the expanslion process and the multiplier relations,
however, 1t 18 clearly one of the outstanding statements of the
period.5

Having directed attentlon to labor's growing reslstance

to additional exertion as the key factor in the inflationary pro-
cess, Hume then brings the "observation" to a close with a policy
recommendation which makes clear the relationshlp between this
analysls and the "natural history.t!

From the whole of this reasoning we may conclude, that it
1s of no manner of consequence, wlth regard to the domestic
happiness of a gtate, whether money be in a greater or less
quantity. The good policy of the maglstrate consists only in
keeping 1t, if possible, still increasing: because by that
means, he keeps alive a splrit of industry in the nation, and
increases the stogk of labour, in which conslsts all real
power and riches.

Turning upon the distinction between non-historicsl and

historical sequence, the analysis as & whole thus emphaslzes the

sigﬁificance of monetary forces which alter as ageinst those which

5A somewhat similar multiplier analysis is to be found in
Cantillon but, unlike Hume, Cantillon treats the effects of an in-
crease in the quantity of money as largely inflationary from the
outset and emphasizes instead its influence on the distribution
of income. R. Cantillon, Esgal sur la nature du commerce en gen-
eral, trans. Henry Higgs (London: The Macmillen Co., 1931), esp.
pp. 163-187.

6Essaxs, p. 171. Toward thls end he proposes a "gradual
and universal' debasement of coin. "Were all our money, for in-
stance, recoined, and a penny's worth of silver taken from every
shilling, the new shilling would probably purchage every thing
that could have been bought by the old; the prices of every thing
would thereby be insensibly diminished; foreign trade enlivened;
and domestic industry, by the circulation of a greater number of
pounds and shillings, would recelve some increase and encourage-—
ment. In executing such a project, it would be better to make
the new shllling pass for 24 halfpence, 1n order to preserve the
1llusion, and to make 1t be taken for the same." Ibld., n.
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‘operate within a given pattern of economic behaviour. Reflecting

the uniqueness of Hume's perspective, this is the only analysis of
the period, to this writer's knowledge, which distingulehes be-
tween the short and long run effects of a monetary expansion in
this fashlon.

It 1s evident, however, that in so far as such long run
influences are acknowledged, Hume's treatment requires a further
and fundamental qualification of the quantity theory; that is, in
virtue of this part of his analysis he 1s loglcally committed to
the view that, as the terminus of long period changes, different
absolute quantities of money--1f unimportant in terms of théir
caussl efflcacy--will nonetheless be correlated with different
levels of economic actlivity and not simply with proportlonate
changes in price. As Hume falls to recognize and give appropriate
weight to this, the implications of this "observation" remain out-
slde the mainstream of his analysls as a whole. In many of the
rest of his criticisms of mercantillism, as at the outset, the
Quantity theory l1ls employed without modification; whlle in other
similar contexts it ls apparent that, in emphasizing the pure
price effects of monetary changes, Hume supposes that all such
changes are covered by his short run case and abstracts from what

he assumes to be stimulating influences of a transitory character.7

759vera1 statements indicating this appear in his use of
the quantity theory in hie opening argument against the monetary
theories of interest. To cite one: "All augmentation has no other
effect than to helghten the price of labour and commodities; . . .
In the progress toward these changes, the augmentation may have
some influence, by exciting industry; but after the prices are
settled, sultably to the new abundance of gold and sllver, it has
no manner of influence." Essays, p. 176. Simlilarly in the course
of his treatment of the quantity theory specle flow mechanlism, he

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



659
As wlll be observed, moreover, statements concerning or involving
the long run stimulation of a monetary expanslion which occaslon-
ally appear in connectlon with these other portions of this treat-
ment further serve to highlight this lacuna in his analysis.8

In his second observation Hume conslders the narrower
question of the relation between money and the wealth and power
of the sovereign. The problem here 1s llkewlse couched in the
form of a paradox requlring reconciliation of data of experlence
to the quantity theory.

There are some kingdoms, and many provinces of Europe

. « « where money 1s so scarce, that the landlord can get

none at all from his tenants, but 1s obliged to take his rent
in kind. . . . In thoee countries, the prince can levy few

or no taxes but in the same menner; and as he willl recelve
small benefit from impositlons so pald, 1t is evident that
such a kingdom has little force even at home, and cannot maln-
tain fleets and armies to the same extent as if every part of
it abounded in gold and silver. . . . How do all these facts
agree wlth that principle of reason, ghat the quantity of gold
and silver 1is altogether indifferent?

In its general character the resolutlon of this paradox
is similar to that of the first Yobservation." What here appears
to be a product of the scarcity of money, he argues, is in reallty
a function of its limited use as a medium of exchange; hence, as
against the commonly received interpretation, the phenomenon can

be shown to rest most fundamentally upon the "manners and customs"

remarks in a footnote: "We observed in Essay 25, that money, when
increasing, gilves encouragement to industry, during the intervals
between the increase of money and rise of prices." Ibid., p. 189
n.

8Cf. his letter to Oswald, his treatment of poor country-
rich country relations, and the conclusion of his interest theory
below, pp. 65-66, 67, 76, respectively.

9
Egsays, pp. 171-172.
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assoclated with a low level of economic development. To the re-

lationship between the evolution of industry and the development
of a money economy Hume devotes considerable attention. Here his
discussion, too lengthy to quote in full, will be recognized as

a further elaboration of the "natural history."

To apply these principles, we must consider, that in the
first and more uncultivated ages of any state, ere fancy has
confounded her wants with those of nature, men, content with
the produce of thelr own fields, or with those rude improve-
ments which they themselves can work upon them, have little
occaslon for exchange. .

But after men begin to refine on all these enjoyments,
and live not always at home, nor are content with what can
be raised in their nelghbourhood, there is more exchange and
commerce of all kinds, and more money enters into that ex-
change. . . . Great undertakers, and manufacturers, and mer-
chants, arise in every commodlty; and these can convenlently
deal in nothing but specie. And conveniently, in this situa-
tlon of soclety, the coin enters into many more contracts, ,,
and by that means is much more employed than in the former.

As to the influence of this development on the power of
the crown a twofold effect is noted. First, the more widespread
the distribution of money holdings, the greater the proportion of
total revenues which can be raised in the form of general purchas-
ing power.11 Secondly, as the replacement of a barter by a money
economy increases the quantity of goods "which come to market,"

or the commodity demand for money, 1t tends to lower the general

01p3a., p. 173.

11In arguing for a grester equallity in the distribution
of income in "Of Commerce" Hume states that "it also augments the
power of the state, and makes any extraordinary taxes or imposi-
tions be pald wlth more cheerfulness. Where the riches are en-
grossed by a few, these must contribute very largely to the sup-
prlying of the public necesslitlies. But when the riches are dls-
persed among multitudes, the burthen falls light on every shoul-
der, and the taxes make not a very sensible difference on any
onefs way of living." Egsays, p. 157. 1Italics in text.
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12 In the more advanced economies the sovereign thus

price level.
not only "may draw money by his taxes from every part of the
state but what he receilves, goes farther in every purchase and
payment."l'3 Once again it 1s thus the transformations underlying
the development of industry which prove to be significant in the
analysis of the relations between money and wealth. As he summa-
rizes the findings of both observations in concluding the essay:
"The absolute quantity of the preclous metals is a matter of
great indifference. There are only two circumstances of any im-
portance, namely, theilr gradual increase, and their thorough con-

coction and circulation through the state."14

The Quantity Theory Specle Flow Mechanism.15~—As is well

12}L’ven if 1t be supposed that the quantity of money re-
mains the same, as Hume assumes, a decline in prices would not
necessarily follow since the substitutlion of a money for a barter
economy would likewlise increase the money demand for commodities.
In any event, it 1s to the increased commodity demand for money
together with the expansion of output accompanying the transition
to a commercial economy that Hume attributes the lag of prices
behind the increase in the quantity of specie resulting from the
discovery of the new mines. "No other satisfactory reason can be
given, why all prices have not risen to a much more exorbitant
helght, except that which is derived from a change of customs and
manners. Besldes that more commodities are produced by additlional
industry, the same commodities come more to market, after men de-
part from their ancient simplicity of manners." Ibid., p. 174.

131p14., p. 175. 141p14.

15Hume's first statement of this doctrine appears in a
letter to Montesquieu (see The Letters of David Hume, I, 138) in
the course of & comment on the latter's general approval of banks
which by thelr credit, have formed a new specles of wealth." Cf.
Montesqulieu, op. cit., p. 372. Although in his letter Hume does
not refer to this, in a subsequent chapter Montesquieu had argued
the desirablility of preserving a favorable trade balance as a
means of acquiring specle, which he identifies with wealth. Cf.
ibid., pp. 379-381. Montesquieu's response is of a general nature
and contains no discusslion of Hume's points. See Correspondance

de Montesquleu, ed. F. Gebelin and M. Morize (Paris: E. Champilon,
1914), p. 88. Two other Montesquieu letters to Hume are on record
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known, in the central argument in "Of the Balance of Trade" Hume

seeks to show that through 1ts effects on relative price levels

{cr. ibid., pp. 91 ff.), but both are brief and deal with other
matters. These tliree letters are also to be found in John Hill
Burton, Life and Correspondence of David Hume, I,. Appendix B, 456-
458. Commenting more generally on the relation between Hume and
Montesquleu, Fellbogen points out that the titles of Hume's eco-~
nomic essays find their counterpart in varlious book and chapter
headings of Montesquleu's Spirlt of the Laws. Sigmund Fellbogen,
"Smith wnd Hume," Zeitschrift fUr die gesambe Staatswissenschaft,
XLVI (1890), 707 and n. Although there is evidence to suggest
that Montesquieu played perhaps an especlally important role in
stimulating Hume's economlc inquiries, it is obviously difficult
to evaluate the extent to which this was true inasmuch as the
questions which they consider in common were likewise general sub-
Jects of dlscussion. Apart from that mentioned above, the rela-
tionship between the writings of the two 1s most apparent in
Hume's essay on population (cf. below, pp. 110 ff.% gsince this 1is
avowedly a critique of Montesquieu's position (cf. Montesquieu,
op. cit., Bk, XXIII, "Of Laws in the Relation they bear to the
Number of Inhabitants"), and in parts of his study "Of Public
Credit" since in the above noted letter he also comments on Mon-
tesquieu's treatment of this question (cf. Montesquieu, op. cit.,
Bk. XXII, chap. xvii, "Of Public Debts"), and these comments to-
gether with some of Montesquieu's points reappear in his own es-
say. See below, pp. 102 n. 21, and 104 n. 23. Part of his essay
on taxes may also have been addressed to a portion of Montes—
quieu's treatment in his Bk. XXII, "Of the Relation which the
Levying of taxes and the Greatness of the Public Revenues have to
Liverty." See below, p. 91 n 3. With regard to the remainder of
Hume's economic thought, however, the relationship would appear
more tenuous than Fellbogen's palrings of Hume's esgsays and Mon-
tesquieu's section headings would seem to indlicate. Montesquieu's
brief chapter "Of lending upon interest" (Bk. XXII, chap. xix),
while 1mplying that interest is the price pald for money, barely
suggests the fully elaborated monetary theory of interest which
others had expounded and which served as a much more obvious tar-

et for Hume's attack; his chapter "The prohibition of commerce'
Bk. XX, chap. 1x) nelther reflects nor refers to the intense
"jealousy of trade" common amongst the mercantilists and which
again was the more obvious object of Hume's criticlsm; while
Hume's essay on luxury avowedly emerged out of a critique of two
extreme positions on thie issue (see below, pp. 122-4), nelther of
which i1s taken by Montesquieu in his Bk. VII ("Consequences of the
different Principles of the three Governments with respect to Sump-
tuary Laws, Luxury, and the Condition of Women"), and both of which
are clearly represented in the doctrines of other writers. More-
over on thisg latter issue there are no peculiarly close similari-
tles in general persgpective or in detaill of analysis. In all these
respects, 1f there is any parallel between the two works, it would
appear to be largely of a formal character.
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the amount of specle in any of a group of trading countries tends

toward an equilibrium at which 1ts exports equal its imports.
Thus should the quantity of specie depart from this equllibrium
in an upward (downward) direction, its price level relative to
that of other countries would rise (fall), it would develop an
excess of exports (imports) and an outflow (inflow) of specie
would ensue until 1ts readjustment of price levele had corrected
the l1nequallty in the trade balance.16

Commonly approached in the light of its place in the de-
velopment of doctrine, this mechanism has received greatest em-
phasis for lts cogency in demonstrating the self-defeating char-
acter of all attempte %o increase the domestic supply of specle
through restrictions on international trade, for which 1t is gen-
erally recognized as the most destructlive single blow to the mer-
centilist doctrine of the period. Consildered in the full context
of the essay and viewed within the pattern of hils economic thought
a8 a whole, however, Hume's analysis reveals a further and more
positive purpose which reflects the same pattern seen to underlle
the essay "Of Money."

This similarity of purpose is made apparent in the opening
passages of the essay, where, after commenting on the general fear

amongst nations "that all their gold and silver may be leaving

§Hume recognizes the lmportance of the veloclty of circu-
lation and notes that the law would not hold in the event that the
new specle were hoarded. 1bid., p. 194. He also recognizes the
role played by exchange rates in the adjustment process. 1Ibid.,
p. 186 n. For a discussion of Hume's treatment of the quantlty
theory specle flow mechanism in the background of earlier writings
bearing on this question cf. J. Viner, Studies in the Theory of
International Trade, esp. pp. 74-87.
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them," he states that the objective of his analysis is "to form
a general argument, that may prove the imposslbility of this
event, so long as we preserve our people and 1ndustry."l7 That
"industry" here refers specifically to the capaclty to produce
asg determined by historical development is evident not only in
that his analysls of the mechanlsm of specle adjustment itself
rests upon an abstraction from the interim change of output treat-
ed in "Of Money,"18 but in the character of the supporting argu-
ment as well. Thus in employlng the quantity theory in the body
of the analysis, it is to price levels as determined by the pro-
portion which specle bears to "art and industry," Ygkill and in-
genulty" and the like that he repeatedly directs attention, and
the argument is further elucidated by several 1llustrations in-
volving nations and regions of different productive capacities.
To cite but two:

Men naturally flock to capltal cities, sea ports, and
navigable rivers. There we find more men, more industry,
more commodities, and consequently more money.

What immense treasures have been spent, by so many na-
tions, in Flanders, since the revolution, in the course of
three long years? . . . But what has become of 1t? Is it in
the narrow compass of the Austrian provinces? No surely: most
of it returned to the several countries whence 1% came, and

hag followed that art and industry, by which at first it was
acquired.<0

l'?When the general significance of Hume's historical per-
spective 1is recognized, 1t is seen that the keynote of a large
part of his monetary theory appears at the opening of the essay
"0f Money" where, after his initial formulatlion of the quantity
theory, he contrasts the limited use of money with "the greater
number of people and their greater industry which are serviceable
in all cases; at home and abroad, in private and in public." Esg-

gays, p. 168.
18Concerning this see above, p. 58.

201b1d., p. 195. See also pp. 186, 187, 192, 193.

191pid., p. 188.
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Viewed in relation to his earlier dilscussion, Hume's

analysis 1s thus seen as his p;bce de résistance in his attempt

to demonstrate the importance of historical forces in monetary
process., In "Of Money" he sought to show a coneideration of such
forces to be essential to an understanding of the effects of money
on wealth, Here he demonstrates that even with respect to the
quantity of specle itself the baslic determinant ie likewise to be
found in the level of industrial development. In this connection
it should be noted, however, that, while in the essay Hume treats
specle 1tself as a wholly passive factor, he elsewhere qualifies
hls analysis in conformlity with his treatment of the long run in-
fluence of an lncrease in the quantlty of money. Oswald, who had
apparently seen the essay in manuscript, had criticized Hume's
position on the ground that i1t ignored the possibllity that the
inflow of specle, by encouraging industry, might remain within a

21

country. Conceding the point, Hume specifies that if the inflow

is to have this effect it must be gradual. "I agree wlith you,

2l etter of Jemes Oswald to Hume, October 10, 1750, Pa-
perg of the Family of Mure of Caldwell (Glasgow: Maitland Club
1854), 1I, 94-95. The essay "Of the Balance of Trade" was pub-
1ished in 1752. It is interesting to note that in attempting to
show that the price effects postulated by Hume are not inevitable
Oswald, in the manner of Ohlin, calls attention to the income ef-
fects of specie flowe. "The increased quantity of money would
not necessarily lncrease the price of all labour and commoditys;
because the lncreased quantlity, not beilng confined to the home
labour and commoditys, might, and certainly would, be sent to
purchase both from foreign countreys; which importation, unless
obstructed by arbitrary and absurd laws, would keep down the
price of commoditys to the level of foreign countreys." Oswald,
op. cit., p. 96. Moreover, Hume himself recognizes the validity
of this point and assimllates it to his own analysis of the mech-
anlsm of adjustment. Thus in commenting on this in hls reply to
Oswald he argues: "Here, then, 1s the flowing out of the money
already begun." The Letters of David Hume, I, 143.
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that the increase of money, if not too sudden, naturally increases
people and industry, and by that means may retain itself: but if
1% do not produce such an increase nothing will retain it except
hoarding."zz

Two_incongruities.--There remain to be consildered two

further doctrines in Hume's monetary theory both of which are in-
consistent with other agpects of his position.

The first of these, which appears in "Of Money," concerns
Hume's treatment of the role of specle movements from backwerd to
advanced countries. Here seeking further to depreciate the value
of the "plenty of money" he argues that, owing to their price ef-
fects, such flows check the economic growth of the wealthy nations
and eventually reverse the trend of industrial development in fa-
vor of thelr poorer nelghbours.

There seems to be a happy concurrence of causes in human
affalrs, which checks the growth of trade and riches, and
hinders them from being confined entirely to one people; as
might naturally at first be dreaded from the advantages of an
established commerce. Where one nation has gotten the start
of another in trade, it is very difficult for the latter to
regain the ground 1t has lost; because of the superior indus-—
try and skill of the former, and the greater stock, of which .
1ts merchants are possessed, and which enabled them to trade
on so much smaller profits. But these advantages are compen-
sated, in some measure, by the low price of labour in every
nation which has not an extensive commerce, and does not much
abound in gold and silver. Manufactures, therefore, gradually
shif{4 their places, leaving those countries and provinces
which they have already enriched, and flying to others, whith-
er they are allured by the cheapness of provigions and labour;

221pid. Although his statement is oblique, to say the
least, Hume may have had this qualificatlion in mind when at the
very end of the essay he asserts: "In short a government hes
great reason to preserve with care its people and its manufac-
tures. Its money, it may safely trust to the course of human af-
fairs, without fear or Jealousy. Or, if it ever give attention
to thls latter circumstance, it ought only to be so far as 1t af-
fects the former." Essays, p. 195.
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$11ll they have enriched these also, and are again banlshed by
the same causes. And in general we may observe, that the
dearness of every thing, from plenty of money, 1s a disadvan-
tage, which attends an establisghed commerce, and sets bounds
to 1t in every country, by enabling the pogrer states to un-
dersell the richer in all forelgn markets.

As 1s evident, this doctrine represents a crude version
of the quantity theory-specle flow mechanlsm--that is, in con-
trast to his analysis in "Of the Balance of Trade," Hume does not

percelve that any shift in demand adverse to the advanced country

231p1d., p. 168. The protectionlst implications of this
position are obvious; and although, in stressing 1ts beneficent
aspects, Hume here preserves a more objective perspective, on the
basls of this view he subsequently makes a partial concession %o
the case for regulation by proposing a sterilization of specle
inflows. "And in this view, i1t must be allowed, that no bank
could be more advantageous than such a one as locked up all the
money 1t received, and never augmented the circulating coin, as
is usual, by returning part of its treasure into commerce.”
Ibid., p. 169. In criticism of J. B. Say's assertlion that in
his treatment of the poor country—ricn.country question Hume "re-
garderalt les peuples comme condamnes a sulvre la rotation de Je
ne sals quelle roue de fortune dépendante non d'eux—memea non
de leurs talents, de leurs condulte, de leurs institutions, mais
du destin," Leon’ Say argues that Hume "dit seulmmentcuﬂil leur
falt pour se maintenir des efforts constants et qu'elles doivent
se preparer a lutter contre les causes d'inferiorite qul se font
naturellement Jour apres une longue prospérité." Leon Hume,
0 conomiques, trans. M. Formentin (Paris: Guillaumin and
Co., 18885, . xxxii. Leon Say's view is likewise accepted by
A. Schatz. See his L'Oeuvre Economique de David Hume (Paris:
Libraire Nouvelle de Droit et de Jurisprudence, 1902), pp. 146-
147. As 1s clearly indlcated by the text of Hume's treatment of
this question, however, his major purpose was in fact to show
that, owlng to specle flows, all nations were subject to thls law
of growth and decay and he does not suggest, at leagt within the
context in which he presents this law, that nations can do any-
thing--apart, that is, from sterilizing specle--to check its op-
eratlon to any significant degree. It 1s of course true, as both
Leon Say and Schatz poilnt out, that elsewhere Hume exhibits ample
awarenegs of the importance to a nation's prosperity of 1ts skills,
gspirit of enterprise and the 1like, but in so far as this indicated’
that Hume recognized that these were always the declisive influences
in determining a nation's wealth it cannot be assimilated to his
law of growth and decay wlthout revision of 1ts essential argu-
ment.
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would itself be accompanled by an outflow of specle, and this,

operating to restore equilibrium in the short run, would preclude
the protracted osclllations here posited. Moreover, as the spe-
cie flows involved are of a long duration, he again dlsregards
thelr effects on the spirit of industry noted later in the same
essay. In his criticism of this position, in an interchange of
views with Hume, Josiah Tucker points out, in addition, that the
argument implicitly treats the acquisition of specle by the ad-
vanced country as a windfall or overlooks the fact that "every
Augmentation of such Money is a Proof of a preceding Increase of

24 Tucker's ettack, moreover, extended far beyond the

Industry."
more purely monetary aspects of thlis law and, dealing with its

presupposition of a conflict between the economic development of
nations, more fundamentally involved the issue of free trade. As

wlll be seen subsequently, in line with the other and more posi-

24J. Tucker, Four Tracts on Political and Commercial Sub-
jects (Gloucester: R. Railkes, 1774), p. 44. As stated above there
is a marked resemblance between Hume's analysis and Cantillon's.
Cantillon assumed at the outset that the new specle was acquired
through the opening of new mines in the country in question. Be-
yond this the primary difference is that Cantillon does not carry
hls analysis beyond the point where the ensuing rlse in ?rices
hag increased imports and caused a decline in the nation's indus-
try. In a word, no oscillations are poslted. "If more money
continues to be drawn from the Mines all prices will owing to
thls abundance rise to such a point that not only will the Land-
owners raise thelr rents considerably when the leases explre and
resume thelr old style of living, increasing proportionably the
wages of thelr servants, but the Mechanics and Workmen willl be a
considerable profit in buying them from the forelgner who makes
them more cheaply. This will naturally induce several people to
import many menufactured articles made in foreign countries,
where they will be found very cheap: this will gradually ruin the
Mechanics and Manufacturers of the State who will not be able to
meintain themselves there by working at such low prices owing to
the dearness of living.," Cantillon, op. cit., p. 161.
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tive features of Tucker's criticism, Hume abandons this position
en‘*l::l.rely.z5

An equally consplcuous element of incongrulty 1s to be
found in Hume's treatment of credit expansion in "Of the Balance
of Trade'; for here, adopting a view similar to the Potter and
Law position, he admits that a greater volume of credit as such
may stimulate industry. This he traces to its effect on the rate
of profit. Referring to the development of the practice of dis-
counting he asserts that "a stock of five thousand was able to
perform the same operations as if it were six or seven; and mer-
chants were thereby enabled to trade to a greater extent, and to
require less profit in all theilr transactions.“26 In a subse-
quent reference to the effects of a decline in the rate of profit
he adds that this "renders the commodity cheaper, causes a great-
er consumption, quickens the labor of the common people, and
helps to spread arts and industry, throughout the whole society.z7

As this position is introduced on the very heels of his
argument, on quantity theory grounds, that credit expansion will
produce nothing but an outflow of specie, it 1s not surprising
that Hume's exposition should reflect marked confusion at this
juncture. This is revealed in his prefatory comment that "1it
must, however, be confessed that . . . all these questions of
trade and money are extremely complicated.” 1In his concluding

comment, moreover, he reiterates without qualification that de-

spite this advantage of paper credit "it must still be allowed

Pgee below, pp. 84-86. 26Essaxs, p. 191.

®71p1d., p. 209.
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that [it] banishes the precious metals.'

-

.28

Interest Theory

In a preliminary statement on the essay "Of Interest" ap-
pearing at the concluslon of the Essay "Of Money," Hume asserts
that "In the following essay we shall see an instance of a like
fallacy as that abovementioned; where a collateral effect 1s
taken for a cause and where a consequence 1s ascribed to the
plenty of money; though it really be owing to a change in the
manners and customs of the peOple."zg Centered around the "his-
torical sequence versus quantity of money" issue, Hume's interest
theory thus represents another "observation" further elaborating
a theme similar to that earlier developed in his monetary theory.
As will be observed, moreover, this analysis employs all the laws
of behaviour of the economic psychology. As such 1t represents
the most complete application of the "natural history" within the
context of his political economy.

In his refutation of the purely monetary interpretations
of the rate of 1nterest,50 Hume agaln uses hls general scavenger,
the quantity theory. Money, he repeats, has but a representative
value and 1is sought by borrowers only to acduire goods and serv-
ices. BSince, however, a larger quantity of money has no effect

upon output31 but simply increases prices, 1ts net effect is only

28

Ibid., pp. 190-191.
SOThe major spokesmen for the doctrine were Malynes, Mig-
selden, Petty, Davenant and, considering one part of his position,
Locke.

291b1d., p. 175.

31.As was mentioned above, pp. 58-59, Hume here explicitly
abstracts from what he supposes to be the ephemeral effects of
all monetary expansions.
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to compel borrowers to "carry home" a greater "load" of gold and
sllver to finance their purchases. As the increase in the supply
of funds is thus parslleled by an equal increase in demand, the
interest rate remains unaffected. Thus:

e« o« If you lent me so much labour and so many commodities; by

receiving five per cent. you always recelive proportional la-

bour and commodities, however represented, whether by yellow

or white coin, whether by a pound or an ounce. It is in vain,

therefore, to look for the cause of the fall or rise of in-

terest in the greater or less %uantity of gold and silver,

which is filxed in any nation.d

In hig alternative formulation Hume will show that "high

interest arises from three clrcumstances: a great demand for bor-
rowing; little riches to supply that demand; and great profits
arising from commerce," and that all these moreover, are as clear

a "proof of the small advance of commerce and industry" as the

opposite clrcumstances are evidence of the reverse. 1In his analy
sis of the relationshlp between the level of economic development
and the first two determinants of the rate of interest, Hume
opens with a brief hlastorical treatment of the characteristic
pattern of property relations in an agrarian economy.

When a people have emerged ever so little from a savage
state and their numbers have increased hbeyond the original
multitude there must immedlately arise an inequality of prop-
erty; and whlle some possese large tracts of land, others are
confined within narrow limlts, and some are entirely without
any landed property. Those who possess more land than they
can labour, employ those who possess none, and agree %o re-
ceive a determinate part of the pr%duct. Thus the landed in-
terest is immediately established.od

How do the "manners and customs" peculiar to this type of

class structure effect the demand and supply of loans? Linking

the spending habits of the landlord to his role as an 1dle rentier,

32Esgays, p. 177. 3%1p1a. Italics in text.
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Hume invokes the relationshlp between the pursuit of the pleasures
of 1idleness qua liveliness and a frustrated deslre for action pre-
viously consldered.
. . .as the spending of a settled revenue is a way of life en-
tirely without occupation, men have so much need of somewhat
to fix and engage them, that pleasures, such as they are, will
be the pursuilt of the greater part of the landlords, and the
prodigals among them will always be more numerous than the
misers. In a state, therefore, where there 1s nothing but a
landed interest, as thgge is 1ittle frugality, the borrowers
must be very numerous.

Since, moreover, the only other class is made up of the
peasantry, who "have no means, nor view, nor ambition of obtaining
above a bare livelihood," and this prodiglous demand for loans 1is
thus not offset by a large supply, the rate of interest in an
economy of this character must be high.

However, as agriculture glves way to commerce, the supply
of savings increases sharply for two related reasons. First, ow-
ing to the influence of "lucrative employment" upon the spending

habits of the new merchant class,55 the development of trade pro-

56 For on the one hand as the "action" provides

motes frugallty.
an alternative and more satisfactory avenue for the fulfillment

of a desire for liveliness, it diminishes the desire for pleasure;

Ibid.

35Charaoteristica11y, in a rather lengthy historical sec-
tion Hume here gives detailed attention to the forces which led
to the growth of the merchant class. He also seeks to show that
the nature of the latter's economic function, i.e., the facilita-
tion of exchange and the consequent promotion of a "spirlt of in-
dustry," entitles him to a share of the national income. See
ibid., pp. 178-1790.

36
It is at this Juncture that Hume introduces the impor-

tant passage on the "craving for exercise and employment" consid-
ered in the preceding chapter. See above, p. 35.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



73
on the other hand as it whets the desire for the object symboliz-

ing success 1n the pursuit, 1t induces a love of gain. It 1s thus
"an infallible consequence of all industrious professlons to be~
get frugallity, and make the love of gain prevail over the love of
pleasure." Secondly, since commerce increases the total product
of socliety, the income received by the merchant is not compen-
gated by reductions elsewhere. As the increase in output and his
share are both considerable, his savings thus represent large net

57 Ag this offsgets the demand of land-

additions to the supply.
owners "an increase in commerce, by a necesgsary consequence . . .
produces lowness of interest."

Hume now turns to a consideration of the manner in which
the development of commerce affects the rate of interest through
its influence on the rate of profit. As returnus on alternative
useg of capltal, he polnts out, the rate of interest and the rate
of profit are mutually determining. "No man will accept of low
profits, where he can have high interest; and no man will accept
of low interest, where he can have high profits." The growth of

commerce, however, not only lowers interest but has the independ-

ent effect of lowering the rate of profit as well, for "when com-

37

On the basis of what was to beocome the familiar dis-
tinction between "productive" and "unproductive" labour Hume here
argues that while other industrious professions are likewlse con-
ducive to frugality their savings do not represent a net increase
in supply. I% i1s commerce alone, therefore, which has the effect
of depressing the interest rate. "Among lawyers and physicians
who have any practlce, there are more who live within their in-
come, than who exceed 1t, or even live up to it. But lawyers and
physicians beget no industry; and it 1s even at the expense of
others they acoulre their riches; so that they are sure to dimin-
ish the possessions of their fellow-citizens, as fast =8 they in-
crease their own." Ibid., p. 180.
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merce has become extensive and employs large stocks, there must

arise a rivalship among the merchants, which diminish the profits
of trade, at the same time as they increase the trade itself."

As debt and equities are substitutable forme of investment, in
thus lowering the returns on both "an extensive commerce . . . is
always asslsted in its diminution of the one, by the proportional
sinking of the other.!

Summarizing the "whole connectlon of causes and effects,"
1t 18 clear therefore that "interest ls the barometer of the
state, and its lowness 18 a sign almost infallible of the flour-
ishing condition of a people. It provee the increase of industry,
and its prompt circulation through the whole state, 1little inferior
to a clemcnﬁn:rat1c.>n.":58

In terms of hls own analysis Hume then seeks to explain
what he belleves to be the two chlef misinterpretations of evi-
dence responsible for the widespread acceptance of the purely mon-
etary theory of interest. In hls treatment of the first of these
he invokes the quantity theory specle flow mechanism--its histori-
cel application here again being clearly revealed.

The same industry, which sinks the interest, commonly acdulres
great abundance of the precious metals. A varlety of fine
manufactures, with vigilant enterprising merchants, will soon
draw mggey to a state, if 1t be anywhere to be found in the

world.

Thus here the adherents of the monetary theory of interest have

38Hume recognlzes one exception to this law in the effects
of a "sudden and great check to commerce." He points out, how-
ever, that since the fall in interest rates is here attended with
unemployment, it is easily distinguishable from the secular de-
cline. Ibid., p. 181.

F1p14.
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mistaken the inseparabllity of Joint consequence for the insepara-

bllity of causel relation.

The second error would seem to lie in a misreading of the
observed effects on rates of interest of an influx of specie re-
sulting from foreign conquest. Here, as he polnts out:

The interest has fallen, not only among [the conquering na-
tionsg], but in all the neilghbouring states, as soon as that
money was dispersed, and has insinuated 1tself into every
corner. Thus interest in Spain fell near a half immediately
after the discovery of the West Indles, . . . and 1t hasg ever
since been sinking in every kingdom of Europe. Interest in
Rome, after the conquest of Egypt, fell from 6 to 4 per cent.

Here Hume divides his alternative explanation into two
parts. With regard to the experience of the conquering nations
involved he contends that what has here been ascribed to the in-
creagse in specie as such was fundamentally a function of the pat-
tern of 1ts distribution when first acquired. For initially "it
is natural to imagine that this new . . . money [would] fall into
few hands, and be gathered into large sums which seek a secure
revenue, elther by the purchase of land, or by interest." For a
time therefore the inflow of specie produced the same conditions
usually resulting only from an expanslon of commerce. However,
since in this case the latter did not occur and spending habits
themselves consequently were not modified, the new money--squan-
dered in the customary fashion--ultimately proliferated through-
out the economy in conformity with the old pattern. The net ef-
fect was thue the general price increase normally to be expected,
the restoration of the initial demand énd supply situation in the
credit market and a return of interest rates to their originsal

level. "Accordingly we find, in Rome, that, so early as Tiberi-

us' time, interest had again mounted to 6 per cent., though no
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accildent had happened to drain the empire of money."40

The second part of the analysis is devoted to an explana-
tion of the fall in interest rates in the other nationes of Europe
which, through trade with Spain, had likewlise acquired a greater
quantity of specie, and in which he recognizes that the decline
hes been of an enduring character. Here he invokes his treatment
of the stimulating influence of a monetary expansion upon indug-
try. Although in 1te price effects he fails to distinguish this
expansion from his short run case, 1% 1s apparent that it properly
conforms to the long run phase of hils analysis.

As %o the reduction of interest, which has followed in
England, France, and other kingdoms of Europe, that have no
mines, 1t has been gradual; and has not proceeded from the
increase of money considered merely in itself; but from that
of industry, which is the natural effect of the former in-
crease, in that interval, before it raises the prices of la-
bour and provisions.4l _

While this leaves unaffected hls argument against the
purely monetary theories of interest, reflecting a pattern which
has been noted before, it conflicts with his opening use of the
quantity theory, where he argues that money 1ls of no enduring

significance in determining the rate of interest.

Doctrines Concerning Free Trade
Hume's treatment of the free trade questlon ranks among

the most ccmprehensive of the eighteenth century. Not only do

401144., p. 183. The fact that, notwithetanding its low

level of economlc development, intereet rates in Spain had not
vet returned to thelr previous level, Hume attributes to the pe-
riodic inflow of specie from 1ts American mines. In light of
hig analysis of the long run effect of an increase in the supply
of money, it 1s apparent that he believed the Spanish people to
be incurably lazy.

114,
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his writings contain an analysls of the lssue in terms of the

real income derived from a given resource use (the more typical
classical consideration) but also a rather detailed discussion of
the relation between international trade, the level of employment
and the rate of economic growth. Needless to say, in light of
his general emphasis on historical sequence, the latter is espe-
clally characteristic. Indeed, as wlll be observed, the employ-
ment question itself 1s not considered exclusively as a separate
or short run problem but rather as a functlon of secular trends,
or of the development of the "spirit of industry."

Free trade and regl income at a given level of employ-

ment.-—-As has been observed, the doctrine that the ultimate ra-
tionale for trade inheres in the mutual beneflts of the exchange
of goods for goods is stated by Hume at the opening of his essay
"Of Money." The most direct application of this principle to the
issue of free versus controlled markets appears in "Of the Bal-
ance of Trade." Here, having argued the futility of attempts to
increase the stock of specie through foreign trade restrictions,
he points out that such regulations, moreover, are positively 1in-
Jurious in so far as they prevent nations from enjoying the prod-
ucts of their different human and material endowments.
Those numberless bars, obstructions, and imposts, which

2ll nations of Europe . . . have put upon trade deprive neigh-

boring nations of that free communication and exchange which

the Author of the world has intended by glving them soils,

climetes, and genliuses, so different from each gther and robs
them of the common benefits of art and nature.?

4zEssaxs, p. 194. Viner points out that the doctrine
that nations had been provided with different resources as a means
of induring their mutual intercourse and friendship has 1ts heri-
tage in classical Greek and Roman writings, and that several mer-
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And in another passage, dealing with the case of inter-
nationally competing commoditles, he couches his Justification
for free trade in terms of a superlor internatlional division of
labor.

There are few Englishmen who would not think their coun-
try absolutely ruined, were French wines sold in England so
cheap and in such abundance as to supplant, in some measure,
all ale and home-brewed liquors: but would we lay aside preju-
dice, 1t would not be difficult to prove, that nothing could
be more innocent, perhaps advantageous. Each new acre of
vineyard planted in France, in order to supply England with
wine, would make 1t requlsite for the French to take the pro-
duce of an English acre, sown in wheat or barley, in order to
subslst themselves; and it is evident_that we should thereby
get command of the better commodity.2%S

In the economic essays Hume does not elaborate this first

of his arguments for free markets beyond 1ts application to in-
ternational trade. As the critical literature has invariably
confined itself to the essays, 1%t has thus appeared that, what-
ever else i1ts merits, Hume's statement of the liberal position
was inferior to Smith's as well as to some of Smith's predeces-
sors (most notably Cantillon) in that it overlooked the important
welfare implications of free domestic markets in terms of ration-
al resource allocation. It is gignificant to note therefore that
in numerous references to the domestic market regulation of the
gulld and mercantlilist period which appear in his later History

of England Hume addresses himself directly to this issue. Al-

though introduced ad hoc and comparatively fragmentary, his com-

cantilist writers, moreover, had--with suitable modiflcations and
omlssions--likewlse made use of thils general principle. J. Viner,
Studies in the Theory of Internaticnal Trade, pp. 100-1C3.

43Essaxs, p. 188. Hume, however, nowhere expands this to
cover the bilateral advantages and the case of different costs in
the production of identical items.
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mentaries here, moreover, leave little doubt that he had essen-

tlally grasped thls aspect of classlcal doctrine as well; for,
taken collectively, not only do they contain a condemnation of
domestic market restrictions as emphatic and unsparing as any %o

be found in the Wealth of Nations,44 but several further reveal

a clear insight into the major functlons of a free price mechan-
ism. To 1illustrate, when speaking of price regulation during
the reign of Henry VII he says:

In order to promote archery, no bows were to be sold at

a higher price than six shillings and fourpence. . . . The
only effect of this regulation must be, either that the peo-
ple would be supplied with bad bows, or none at all. Prices
were also affixed to woollen cloth, to caps and hats: and the
wages of labourers were regulated by law. It is evident, that
these matters ought always to be left free, and_be entrusted
to the common course of business and commerce.?

In another passage where he attacks the imposition of
price ceilings on farm commodities during & period of short crops,
he asserts:

Parliament [was] not sensible that such an attempt was
impracticable and that, [even] were it possible to reduce the
price of provislons by any other expedient than by introduc-
ing plenty, nothing could be more pernicious and destructive
to the public. Where the produce of a year, for instance,
falls so far short as to afford a full subsistence only for
nine months, the only expedient for making it last all the
twelve, is to ralse the prices; to put the people by that
means on short allowance, and oblige them to save their food
t11l a more plentiful season. . . . In reality the increase
of prices 1s a necessary consequence of scarclty; and laws,

44Statements of this character are innumerable and appear
in several of the volumes. Among the practices attacked are the
chartering of royal monopolles, wage and interest regulation as
well as general price control, restrictions regarding apprentice-
ship and control of the movement of labour. See his History of
England (Boston: Phillips, Sampson and Company, 1852), II, 275;
III, 74, 316-318, 447; 1V, 140, 335~-336, 338, 366; V, 195, 328.

#S1p14a., 1II, 73.
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instead of preventing it, only aggravate the evil by cramping
and restraining commerce.46
Of all the statements the following, however, is clearly
the most significant since 1t not only treats the allocation
question in a context which more directly involves the problem
of alternative resource use but further posits, although in some-
what more limited ferms, the harmony of private and public inter-

est of the famous invisible hand statement.

Most of the arts and professions in a state are of such
a nature, that, while they promote the interests of the so-
clety, they are also useful or agreeable to some individuals;
and, in thet case, the constant rule of the magistrate, ex-
cept, perhaps in the first introduction of any art, is to
leave the profession to 1tself, and trust 1ts encouragement
to those who reep the benefits of it. The artisans, finding
their profits to rise by the favor of their customers, in-
creagse as much as possible thelr skill and industry; and as
matters are not disturbed by any injudicious tampering the
commodity 1is always Byxe to be at all times nearly propor-
tioned to the demand.

Although other early writers had likewise called atten-
tion to the beneficent consequences of unhampered private initia-

tive,48

when considered together with his vigorous condemnation
of all major types of interference with the price mechanism and
his understanding of the princlpal functions of a free market,
Hume's treatment as a whole deserves recognition as one of the

more outstanding of the pre-Smithlan statements of the laissez-

46rp14., 11, 172.

4'PI'bid., ITII, 128. This laissez-falre policy is contrast-
ed with the need for special inducements to attract labor to oc-~
cupations which give "no particular advantage or pleasure" e.g.,
the clergy, military personnel, and those in "finances" and the
magistracy.

48Vj.ner points out that a recognition of this is to be
found in the writings of North, Whately, Mandeville, Misselden
and, in more qQualifled form, in Davenant. See J. Viner, Studles
in the Theory of International Trade, pp. 98 ff.
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faire position. 1In this connection, moreover, it is worthy of

note that Adam Smith was not only thoroughly acquainted with the

History of England but that in one place he quotes directly from
49

the above passage. In interpreting Hume's position, however,
it is important to note that he nowhere suggests, as does Smith
in several places, that a lalssez~falre policy finds its ultimate
warrant in i1ts conformity to a system of "natural liberty," or,
as seems %o be impllied in the latter doctrine, that any other

policy must be rejected because--as in the language of Locke5o—-

it violates man's "natural rights."5l On the contrary, any view
which limlted the role of government on such universal and ration-
alistic grounds would not only be alien to his general "science

of man" which allows no place for anything comparable to '"natural
rights" but, more specifically, would conflict with Hume's moral
theory which, as noted more fully in the following chapter, recog-
nizes nothing beyond "utility" as the criterion for evaluating
social policy. That Hume would Justify the limitations on gov-

ernment z;s-é—vis the market mechanism solely in terms of the

49A. Smith, Wealth of Nations, p. 354. This statement,
however, i1s not introduced in the context of Smith's invisible
hand analysis but in connectlon with a discusslion of the clergy.

°Og¢e John Locke, "An Essay Concerning the True Original,
Extent and End of Civil Government® and "A Letter Concerning
Toleration" in Treatise of Civil Government and a Letter Concern-
ing Toleration (New York: D. Appleton-Century Co., 1937), chap.
11, and p. 180.

5J'See The Wealth of Nationsg, pp. 65, 236, 311. As is
well known, however, in consgidering particular policy questions
Smith frequently disregards his generalizations on "natural 1ib-
erty" and on utilitarian grounds supports many specific types of
intervention. Indeed in one place, immedlately following upon
such a generalization, utilitarian considerstions induce him to
qualify his argument. See 1ibid., p. 143.
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welfare implications of the particular measures in question,

morecver, is further indicated in one general remark where, in
recognizing the necesslty for certailn posltive economic functlons
on the part of the state, he couches his treatment wholly in
utilitarian terms. Thus, in speaking of those cases where in-
dividuals, either through short-sightedness or because of the
disruptive effects of self-interest, are ungble to carry through
projJects requiring collective action, he states:

Political society easlly remedles both these inconven-
lences. Maglstrates find an immedlate interest in the inter-
est of any considerable part of their subjects. They need
consult no body but themselves to form any scheme for the
promoting of that interest. And as the failure of any one
plece in the executlion is connected, tho' not immediately,
with the failure of the whole, they prevent that fallure, be-
cause they find no interest in it, eilther immediate or remote.
Thus bridges are bullt; harbours open'd; ramparts rais'd;
canals form'd; fleets equip'd; and armies disciplin'd; every
where, by the care of government, which tho' compos'd of men
subject to all human infirmities, becomes, by one of the fin-
est and most subtle inventions imaginable, a composition,
which5 8, in some measure, exempted from all these infirmi-
ties.

Internationsl trade, employment and economic progresg.-—-—

Hume's definitive treatment of the effects of foreign trade on
employment and industrial growth appears in "Of the Jealousy of
Trade." "In opposition to [the] narrow and malignant opinion'
that all trading nations are rivals and cannot flourish except
at one another's expense, hie primary purpose here is to demon-
strate that "the lncrease of riches and commerce in any one na-

tion, instead of hurting, commonly promotes the riches and com-

52Treat;gg, p. 539. To my knowledge this i1s the only gen-
eral statement on the positive economlic functions of government
to be found in Hume's writings. The History of England contains
a few references to the activities of particular monarchs but,
apart from those dealing with interferences with the price mecha-
nism, no comments on these are made.
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merce of all its nelghbours; and that a state can scarcely 6arry

1ts trade and industry very far, where all the surrounding states

are buried in ignorance, sloth, and barbarism."55

The opening section of his supporting analysle consists
of two general arguments, the first of which is drawn from his
treatment of the natural history. As noted previously, owlng to
the peculiar force of ite varied stimuli, Hume ascribes a gtra-
tegic place to the role which forelgn trade plays in the develop-
ment of the spirit of industry.54 Here he singles out for special
emphasis hls earlier reference to the relationship between the
foreign and domestlic rate of technologlcal development.

Compare the/'situation of Great Britain at present, with
what it was two centuries ago. All the arts, both of agri-
culture and manufactures, were extremely rude and imperfect.
Every improvement, which we have sgince made, has arisen from
our imitation of foreigners; and we ought so far to esteem it
happy, that they had previously made advances in art and in-
genulty . . . yet we st1ll continue to repine, that our neigh-
bours should possess any art, industry and invention: forget-
ting that, had they not first instructed us, we should have
been at present barbarians; and did they not still continue
their instructions, the arts must fall into a state of languor,
and lose that emulation and novelty which contribute so much
to their advancement .59

Secondly he calls attention to the relationshlp between
foreign income and the demand for home exports.

The increase of domestic industry lays the foundation of
foreign commerce. Where a great number of commodities are
ralsed and perfected for the home market, there will always
be found some which can be exported with advantage. But if
our neighbours have no art or cultivation, they cannot take
them; because they will have nothing to give in exchange. In
this respect, states are in the same condition as individuals.
A single man can scarcely be industrious, where all his fel-
low-citlzens are idle. The riches of the several members of

54

53Essaxs, p. 195. See above, p. 29.

55Essaxs, p. 196.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



84
a community contribute to increase my riches, whatever pro-

Egssion I may follow. They consgume the produce of gg indus-
Yy, and afford me the produce of thelrs in return.

The remainder of the essay 1s then devoted to an examina-
tion of the critical case of an expanslon abroad which competes
with domestlc industry. First, in a consilderation of the broader
problem of maintaining home production in the face of a general
growth of foreign industry, he argues that, owing to the "diver-
sity of geniuses, climates, and solls" among nations, no country
need fear that a development of thls character will rob it of its
markets as long as it remains sufficlently "industrious and civi-
lized" to explolt its own pecullar resources effectively. On the
contrary, since demand 1s a function of income, "the more the
arts increase in any state, the more will be its demand from its
industrious neighbours." As is apparent, this poslition--not to
speak of the perspective of the essay as a whole--represents a
conspicuous departure from that taken in hls analysis of the poor
country--rich country question. There, as observed, Hume assumes
a fundamental opposition between the economic development of na-
tions and can find a "happy concurrence of causes" only in the
alternating phases of contraction and expansion presumed to be
generated by specle flows.57 As 1s noted below, it is further
evident that the two arguments on which this new position ia

based are drawn Trom Tucker's criticism of his earlier doctrine.58

561134,

571n 1ts emphaslis on the lmportance of international trade
his analysis of the rich country-poor country question also con-
flicts with his argument below with regard to the ease with which
an advanced country may reallocate resources rendered 1dle by the
lose of forelgn markets.

58The dlscussion was carried on with Lord Kames acting as
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Narrowing the analysis to a question of more immediate

gignificance he then considers the impact on home employment of

intermediary, and Tucker's analyels was subsequently published in
his Four Tracts on Political and Commercial Sublectsg. The argu-
ment took a somewhat devious course. Tucker had been led to
question Hume's law of growth and decay because, as it implied
that the wealthy country could preserve its gains only by conquer-
ing the poor, 1t rendered the "Rule of national self-preservation
. « « inconsistent with the Principle of universal Benevolence."
(Ibid., p. 20.) While avowedly seeking to resolve this contra-
diction, in order to show a Divine beneficence in the nature of
things, hls first statement of his position, however, only seemed
to widen the gap between the two from the viewpoint of the poor
country, since 1t was devoted almost completely to a proof that
the wealthy country, could continue to expand indefinitely. (1t
might be noted that his treatment of this contains an excellent
discussion of the various factors which tend to render the advan-
tages of the wealthy country self-perpetuating, e.g., the superi-
ority in terms of capltal stock, size of markets, skills and
spirit of enterprise. Ibid., pp. 30 ff. In speaking of the as-
sistance which England might render Scotland with regard to the
latter's economic development he also proposes a plan which is in
all essential particulars the equivalent of the current European
recovery program. ibid., p. 42.) In his rejoinder, in which he
refuses to concede Tucker's case, Hume thus cites the incongruity
between Tucker's implication that "it wae . . . the intention of
Providence than any one nation" should continue to grow ad in-
finitum and become a "monopolizer of wealth" and hieg declared pur-
pose, "as a divine and a philosopher,! of Justifying the "goodness
of Providence" to man. And in further support of his own somewhat
less uncharitable view of nature'sg benevolence he adduces a his-
torical argument from analogy. "The growth of all bodles, arti-
ficial, as well as natural, 1s stopped by internal causes, derived
from thelr enormous size and greatness. Great empires, great cit-
les, great commerce, all of them receive a check, not from acci-
dental events, but necessary principles." Letter to Henry Home,
Lord Kames, March 4, 17568, The Letters of David Hume, II, 271-272.
However, with the issue more sharply defined Tucker expands his
analysis and in reply seeks to show that the continued expansion
of the wealthy country does not imply the further impoverishment
of the backward nations. Here after polnting out that the poorer
countries can improve thelr position by the Jjudicious use of leg-
islation (e.g., abolition of monopolies, taxes on luxuries such
as whisky and on "allen manufactures"), he presents the two argu-
ments noted in Hume's treatment above. (See Tucker, op. cit., pp.
51-52.) He also rejects Hume's analogical argument on the ground
that as a teleological entity soclety, unlike nature, can deliber-
ately adopt measures to avoid what it deems undesirable. (Ibid.,
p. 56.) Apart from another letter in which Tucker presents a very
brief and partial statement of some of the same arguments noted
above, which appear in A.F.T. Woodhouselee, Memoirs of the Life
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effective forelgn competition with a domestic staple, e.g., Eng-

lish wool. Here a varlety of arguments 1s adduced. If the com-
modity is a true steple, he polnts out, this implies that the na-
tlon enjoys & peculliar advantage in its production. If notwith-
standing thls, they are undersold by other countries "they ought
to blame thelr own 1dleness, or bad government, not the industry
of thelr neighbours." Tacltly reintroducing the assumption that
such competition arises from a generesl expansion of industry
abrosd, he adds however that, as the concomitant growth of foreign
demand may extend to the domestic staple as well, it may prevent

& decline or even produce an increase in its home output. PFur-
thermore, even if the demand for the staple should fall, 1%t need
not be feared, he contends, that the nation will suffer sustained
unemployment as long as 1t preserves 1ts "spirit of industry"; for
granted the latter, resources may "easlly be diverted from one
branch to another; and the manufacturers of wool, for instance, be
employed in linen, sllk, 1ron, or any other commodities for which
there appears to be a demand." Indeed, since the emulatlion between

nations "serves . . . %o keep industry alive," the exposure to for-

elgn competition will itseelf conditlion a nation for a rapid diver-

and Writings of the Honourable Henry Hume of Kameg (Edinburgh: W.
Creech, T. Cadell, and W. Davis, 1807), App., pp. 1-6. The records
contain no further correspondence on this lssue. In the introduc-
tion to hls published work, however, Tucker observes that "tho'

I cannot boast that I had the Honour of making the Gentleman a
declared Convert, yet I can say, and prove likewise, that in his
Publications since our Correspondence, he has wrote, and reasoned
as if he was a Convert." Tucker, op, cit., p. vii. It should be
noted that "Of the Jealousy of Trade' was the only essay which did
not appear in the original editlion of the Political Discourses in
1752. It was published in 1758 shortly following the above corre-
spondence.
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sion of resources.59 Moreover, he concludes, in virtue of this

influence on the spirit of enterprise, foreign competition will
likewlse contribute toward minimizing the probabllity of large'
scale unemployment 1tself; for as economic development brings a
wlder diversification of resource use, 1t provides insulation
against "those revolutions and uncertainties, to which every par-
ticular branch of commerce will always be exposed.”

Although in substantial measure this analyslis as a whole
1s drawn from his previous discussion of the development of in-
dustry, it 1s evident, in light of his earlier treatment of the
poor country-rich country question, that it likewlse represented
the consummation of much uncertainty and groping. Thig becomes
even more strikingly epparent when 1t is noted that in the pre-
ceding essay, "Of the Balance of Trade," Hume had made an ad hoc
concesslon to the case for tariffs. Its ad hoc character is un-

derscored by 1ts appearance on the heels of his pronouncement of

591n "O0f Commerce" he argues that once a nation's indus-
try has been highly developed through forelgn competition the
disposition to introduce innovations and the high level of con-
sumer demand would rendexrr foreign trade 1ltself relatively incon-
sequential., "When the affalrs of the soclety are once brought
to this situation, a nation may lose most of its foreign trade,
and yet continue a great and powerful people. If strangers will
not take any particular commodity of ours, we must cease to la-
bour in it. The same hands will turn themselves towards some re-
finement in other commoditles, which may be wanted at home. And
there must always be materials for them to work upon, till every
person in the state, who possesses riches, enjoys as great a
plenty of home commodities, and those in as great perfection, as
he desires: which can never possibly happen.'" Essays, p. 156.
He here indicates moreover that he believed that England had al-
ready approached this stage. "It is true, the English feel some
digadvantages in forelgn trade by the high price of labour, which
is in part the effect of the riches of thelr artizans, as well as
of the plenty of money: but as foreign trade 1s not the most ma-
terial circumstance, 1t 1s not to be put in competition with the
heappiness of so many millions." Ibid., p. 157.
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tariffs as useless on quantity theory specie flow grounds and

pernicious on grounds of interference with desirable exchange.
All taxes, however, upon foreign commodities are not to
be regarded as prejudicial or useless, but those only which
are founded on the Jealousy above-mentioned. A tax on German
linen encourages home manufactures, and thereby multiplies
of rum, and 8upports our southern colonies.B0 ooc o S8Le
, .
Moreover, in his final treatment as well there lg evidence
that some of the 0ld doubts lingered and that Hume preserved a
somewhat greater degree of skepticlism than would seem to be in-
dicated in his sanguine assertion that a highly developed spirit
of industry alone would render full resource transfer "easy." Thus,
although he does not consider the question of a nation's capacity
for factor reallocation in detaill, near the conclusion of the es-
say he recognizes the exception of the limiting case in which re-
source diversion is lmpossible. This is 1llustrated by the posi-
tion of the Duteh whom he supposes incapable of developing substi-
tutes in the event of a loss of thelr middleman and carrier func-
tion in international trade.sl
In light of this, as well as the background from which
the essay emerged, it would seem probable that Hume's analysis
wag premiged on more purely long run considerations to a greater
degree than is readily apparent in its argument, and that his

vigorous support of free trade was based in somewhat larger meas-

ure on a growing conviction of its superiority over the protec-

801p14., p. 194.

61He adds, however, that, owing to the advantage of 1ts
large stocks, a country such as the Netherlands need not fear for-
eign competition for "many generations" and may poseibly elude 1%
entirely. Ibid., pp. 197-198,
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tionist alternative in terms of the prerequisites for economic

.development itself. 1In a plea for liberallism, notable for 1ts
cosmopolitan spirit, 1t is this aspect of the dquestion which he
emphasizes at the conclusion of the essay.

Were our narrow and malignant politics to meet with suc-
cess, we should reduce all our neighbouring nations to the
same state of sloth and ignorance that prevaills in Morocco
and the coast of Barbary. But what would be the consequence?
They could send us no commodities: they could take none from
ug: our domestlc commerce itself would languish for want of
emulation, example and instruction: and we ourselves should
gsoon fall into the same abject condition, to which we had re-
duced them. I shall therefore venture to acknowledge, that,
not only as a man, but as a British sublect, I pray for the
flourishing commerce of Germany, Spain, Italy, and even France
itself. I am at least certain that Great Britaln, and all
those nations, would flourlsh more, did their sovereigns and
their ministers adogt such enlarged and benevolent sentiments
towards each other.62

621p1d., p. 198.
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CHAPTER IV
HUME'S POLITICAL ECONOMY, CONTINUED

Shifting and Incidence of Taxes
In the main Hume's brief essay "Of Taxes" is devoted to

a critical analysis of the doctrine--in ite specific application
to excises on goods consumed by the poor--that "every new tax
creates a new abillty in the subject to bear it, and . . . each
increase of public burdens increases proportionately the industry
of the people." Hlis position on this l1ssue is twofold. Primari-
ly his purpose is to show that this maxim contains an essentilal
element of validlty--that consequently 1t must be acknowledged
that in additlon to the more commonly recognized effedts of such
exclses, l.e., retrenchment and a rise in wages, the poor may "in-
crease thelr industry, perform more work, and live as well as be-
fore." 1In support of this contention he draws upon his historical
argument with regard to the influence of "difficulty" on the
spirit of industry introduced earlier in "Of Commerce."1

. . .Jt is certain that such difficulties [as taxes] often

serve to excite the industry of a people,.and render them more

opulent and laborious, than others, who enj)oy the greatest ad-

vantages. For we may observe, as a parallel instance, that

the most commercial natlons have not always possessed the

greatest extent of fertile land; but, on the contrary, that

they have laboured under many natural disadvantages.

Since therefore some natural necessities or disadVantages

may be thought favourable to éndustry, why may not artificial
burdens have the same effect?

1See above, pp. 36-37. 2Essazs, p. 204,
20
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However, he continues, if not without validity, this

principle has serious limitations and "is of such a nature as 1is
most likely to be abused." For 1f the tax is to prove stimulating
1t 18 essentlal that 1t "be laid on gradually, and affect not the
necessaries of life," eince "exorbitant taxes, llke extreme nec-
egslty, destroy industry by producing despelr; and even before
they reach thls pitch they raise the wages of laborers and manu-
facturers, and heighten the prices of all commodities."5

Viewed in the light of hls economic psychology, it is ap-
parent that this analysis is reduclible to the opposition between
the desire for action and the deslire for pleasure considered ear-
lier—--that 18, in order to create a new abllity to bear it, the
burden of a tax must be such that, while providing the desired
difficulty in achieving wants, 1t does not seriously interfere
wlth the wants themselves. In 1ts own period, moreover, this
view was virtually pecullar to Hume. For those who recognilzed
the stimulating influence of taxes on labor-generally adherents

of the "utility of poverty“school4—-overlooked the oppressive ef-

3In a comment following upon this Hume takes the position
that in terms of thelr effect on industry prevalling tax levels
were already too high. "An attentive disinterested legislature,
wlll observe the polnt where the emolument ceasses, and the preju-
dlce begins: But as the contrary character is much more common,
'tis to be feared that taxes, all over Europe, are multiplying to
such a degree, as will entirely crush all art and industry; tho',
perhape, theilr first increase, together with other circumstances,
might have contributed to the growth of these advantages."

4Cf. Furniss, op. cit., chap. vil, and E. R. A. Seligman,
The Shifting and Incidence of Taxation (New York: Columbia Univer-
gity Press, 1921), pp. 49-55. Perhaps the fullest statement of
this doctrine 1s to be found in the work of William Temple ("Of
Trowbridge") who argued that, as a tax on labour would call forth
an increased supply, 1t would lower prevalling wage rates. BSee
Seligman, op. cit., p. 53.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



92
fects of high levies; whereas those who drew attention to their

shiftability--premising thelr positions elther on the subslstence
or accustomed standard of living theory of wagess——typically dis-
regarded the possible stimulating effects of moderate levies. On

the baslis of a more complex economic psychology Hume thus recon-

clles two positions commonly represgenting antithetical views and

usually found in 1isolation from one another.

In hls remalilning discussion Hume considers the physio-
cratic argument that, as every tax 1s ultimately shifted to land,
all other types of levies should be abolisheds——a doctrine which
derived from its well known premige that the cultivatlion of land

alone yields a surplus ("produit net") above labor's subsistence

and the necessary costs of production. Re-emphaslzing that ab-

sorptlion of an excise through both retrenchment and an expansion

5The most notable representatives of this positlion were
Mun, the physiocrats (cf. below), and Ricardo. In his discussion
of taxes on wages Adam Smith likewise argues on subslstence
grounds that all such levies wlll be fully shifted. See The
Wealth of Natlons, pp. 396-397. However in his treatment of ex-
cises on goods consumed by labor he dlstinguishes between those
affecting necesslities and those on luxuries and argues that the
latter will be absorbed through retrenchment. See ibid., pp.
403-405. Both Smith and Ricardo, moreover, introduced a qualifi-
cation to allow for a decline in the demand for labor which they
presumed a8ll taxes would produce through thelr negative effects on
capltal stock. On this Ricardo 1s more explicit. '"Taxes so far
ag they lmpalr the net capltal of the country diminish the demand
for labour, and therefore 1t is probable . . . that though wages
would rise, they would not rise by a sum precisely edual te the
tax." Principles of Political Economy and Taxation (Everyman ed.;
Londont J. M. Dent and Sons, 1937), p. 145.

6As is well known, the physiocrats argued that, as indirect
forms of taxing land, their burden on the all important agricul-
tural sector of the economy wae concealed, thelr collection was
more troublesome and costly and the extensive interference with
commerce and industry which they entalled was a dangerous threat fo
the "natural order" of economic liberty.
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of effort must be recognized as possible alternatives to an in-

crease in wages, he here seeks to show, moreover, that, unless

the tax is "very heavy" or "very injJudiclously levied," the for-
mer consequences are in actual practice more probable than the
latter. His first argument is wholly empirical. "We see, that,
in years of scarcity, the weaver elther consumes less or labours
more, or employs both these expedlents of frugallty and industry,
by which he is enabled to reach the end of the year." Moreover,
he continues, the nature of market relations renders it unlikely
that attempts to shift the excise wlll prove successful. In the
case of goods produced for export, he points out, the world price
stands as a rigid limitation on all wage increases. "The manufac-
turer who employs him, will not give him more: neither can he, be-
cause the merchant, who exports the cloth, cannot raise its price,
being limited by the price which 1t ylelds in foreign markets.!
(Needless to say, labor would be unable to shift any portion of
the exclse only in the event that foreign supply or foreign de-
mand and domestlic supply were perfectly elastlic at the prevalling
price. Implicit suppositions of this character, however, were
generally typilcal of the period.)

As to the economy as a whole, while no comparably rigorous
principle of determinacy is noted, Hume argues that, as each group
in the economy possesses power to defend 1tself against encroach-
ments on 1ts income, there is no reason to suppose that any one
group will bear the full burden of taxes. Hume thus implicitly
supposes that the avallability of acceptable alternatives to tax-

able lines of action is at least not radically different as be-

tween all the groups involved.
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Every man, to be sure, 1s desirous of pushing off from
himself the burden of any tax which is imposed, and of laying
it upon others; but as every man has the same inclination,
and is upon the defensive; no set of men can be supposed to
prevall altogether in this contest. And why the landed gen-
tleman should be the victim of the whole, and should not be
able to defend himself, as well as others are, I cannot read-
1ly imagine. All tradesmen, indeed, would willingly prey
upon him, and divide him among them, if they could: but this
inclination they always have, though no taxes were levied;
and the same methods by which he guards sgainst the imposi-
tlon of tradesmen before taxes, will serve him afterwards,
and make them share the burden with him.

In holding that the merchant would bear a share of the
tax burden,7 it 1s apparent that this argument conflicts with
what appears to be implied by the one preceding. For in the
first argument he seems to assume that wage increases generally
cannot be absorbed, or that all entrepreneurial returns are nec-
essary costs.8

In a subsequent exchange of correspondence with Turgot,

which apparently represented the culminatlon of & protracted dis-

7The supposition that entrepreneurial income contains a
taxable surplus appears in more explicit form in Hume's letter to
Turgot, conslidered more fully below. "I beg you . . . %o consld-
er, that, besides the Proprietors of Land and the labouring Poor,
there 1s in every civilized Community a very large and a very
opulent Body who employ their stocks in Commerce and who enjoy a
great Revenue from their giving Labour to the poorer sort. I am
persuaded that in France and England the Revenue of this kind is
much greater than that which arises from Land: For besides Mer-
chants, properly speaking, I comprehend in this Class all Shop-
Keepers and Master-Tradesmen of every Specles. . . . There seems
to me no Pretence for saying that thls order of Men are necees.-
tated to throw thelr Taxes on the Proprietors of Land, since
their Profits and Income can surely bear Retrenchment." The Let-
ters of David Hume, II, 94.

8The two arguments are reconcilable if the flirst is con-
strued as applying only to a single sector of the economy, that
is, from the viewpoint of one industry or group of 1industries a
given amount of profit may be wholly '"necessary" but in terms of
the supply price of entrepreneurship to the economy ag a whole may
contain a rent.
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cussion of the 1ssue,9 Hume cites addltlonal evidence against the

contention that wage rates always vary with taxes.
Labour 1s dearer in Neuf-chatel and other parts of Swis-
serland, where there are not Taxes, than in the nelghbouring
Provinces of France, where there are a great many. There are
almost no Taxes on the English Colonies; yet Labour is three
times dearer there than in any Country of Europe. There are
great Taxes on Consumptionse in Holland, but the Republic pos-
sesses no Land, on which they can fall.

On the basis of this he argues that "the Price of Labour will al-

ways depend on the Quantity of Labour and the Quantity of Demand;

10 Further expanding the wholly determinate

not on the Taxes."
portion of the argument of the essay he then seeks to show, in a
lucid analysis of price interrelationships in the labor market,
that the celling on wage rates in the production of exports ef-
fectively inhibits wage increases in the remainder of the economy

es well. This celling, he points out,:also sets the upper limit

9Previous to the exchange of correspondence noted below
there are two letters on record from Turgot to Hume. In the first
Turgot informs Hume of a prize essay contest on the question of
taxes and invites him to participate. Concerning this he says
"eclest le programme d'un Prix académique que jJe me suls avisgé de
promettre sur un sujet dont nous avons quelquefois disputé." A.R.
Turgot, Oeuvres de Turgot, ed. G. Schelle (Paris: Librairie Félix
Alcan, 19145,‘11, 495. 1In the interim Hume had apparently written
that he thought a paper by him would not be sultable since it
would be critical of the physiocratic doctrine that all indirect
taxes fall on land, and, after reassuring him that any work of his
would be well recelved, Turgot briefly restates the position of
the physlocrats. Ibid., p. 502; slso J. H. Burton, Letters of
Eminent Persons Addressed to David Hume (London: W. Blackwood and
Sons, 18495, pp. 147-148. 1In a letter two years later, and fol-
lowing the correspondence consldered below, Turgot writes Hume
again to inform him that the essay contest has been won by an au-
thor sympathetic to Hume's general position, although Turgot him=
gelf indicates that he remains unpersuaded of 1its validity. Ibid.,
Pp. 162-163.

10The Letters of David Hume, p. 93. In light of his con-
tention that very heavy taxes would effect the labour supply this
dichotomy ls obviously drawn %oo sharply.
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to the rates earned on that portion of the output which these in-

dustries produce for domestlc consumption "since there cannot be
two Prices for the same Specles of Labour."11 Ag this relation
1s applicable to all industries which produce any exports it thus
covers "almost every commodity." 1In addition, consequently, the
rates ih the few wholly domestic industries would llikewise be
subject to this same limitation, for should wages rise in this
area "this high Price wou'd tempt so many hands to go into that
Specles of Industry as must immediately bring down the Prlces."l2
Although Hume's argument implicitly presupposes elasticities of
demand and supply which are of an extreme character, his analysis
has an obvlious practical signiflcance for a country whose export
industries operate under conditions which approach these and
where, as in the case of England, the nation's level of income
and employment is substantially dependent on the maintenance of
export markets.

In his reply to Hume's criticisml3 Turgot points out that
his position (which in this regard is essentially the physiocratic
view) likewilse recognlzes that wages are determined by the supply
and demand for labor. Acknowledging the empirical evidence cited
by Hume, he grants, moreover, that the level of wages need not

reflect the full effect of an excise at every point in time. These

Ibid.. Even under the assumed conditions there would of
course be some small net increase in the general wage level.

13J. H. Burton, Letters of Eminent Persons Addressed to

David Hume, pp. 154-157; also Turget, op. cit., pp. 662-665.
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departures from the theoretical analysls, however, he regards as

but short run aberrations from the true equilibrium level. In
interpreting market phenomena, he argues, 1t 1s essentlial to dis-
tingulsh between "le prix fondemental," which 1s equal to the sub-
sistence wage, and "le prix courant, qui g'établit par le rapport
de 1'offre et de la demande." The former "ne solt pas la principe
immédiat de la valeur courante." However, in any soclety where
commerce and industry are "librés et animées," competitive forces
will invariably tend to establish an equilibrium wage "au taux le
plus bas qu'il soit possible," hence rendering inevitable a full
shifting of any tax effecting labor. While 1t 1s true that in
the first instance an excise may result elther in retrenchment or
an expansion of 1lndustry these, he argues, are but evidence of a
general "flexibility" in the economy, which, as in any '"compli-
cated machine," is essential if the system is to adjust to new
conditions without breaking down. As to Hume's argument with re-
spect to the limitations on shifting imposed by world markets, he
asserts briefly that he does not regard foreign commerce as "a
very consliderable matter in any nation--save insofar as it con-
tributes to the revenue of lands, and besides one cannot tax it
without diminishing it."

As 1t fails to Justify the subslstence doctrine in terms
of population theory and disregards Hume's contention that sur-
pluses are to be found in entrepreneurial returns as well, Tur-
got's reply obviously provides no basis for a clear jJoining, much
less a resolution, of the issue. However, if Hume's argument made

no impsct on Turgot, 1t 1ls evident that for his part Hume had
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written off the physiocratlc position as little more than a tis-

sue of dogma. As he states in the essay, this principle "tho!'
first advanced by a celebrated writer, has so little appearence
of reason, that, were 1t not for his authority, it had never been

w4 ang subsequently in a letter to the Abbé

recelved by anybody.
Morellet apropos that part of the latter's prospectus of his Dic-

tionaire du Commerce (1769) dealing with the "economiste," he

writes with visible exasperation: "I hope that in your work you
will thunder them, and crush them, and pound them, and reduce them
to dust and ashes! They are, indeed, the set of men the most
chimerlical and most arrogant that now exlst, since the annihila-
tion of the Sorbonne. . . . I wonder what could engage our friend,

M. Turgot, to herd among them. . ."15

Fiscal Policy
While in part devoted to a general analysis of deficit
finance, Hume's essay, "Of Public Credit," centers mainly around
the more speciflc question of the effects of large debt. At the
time of the appearance of thls essay concern over the magnitude

of England's debt was falrly wid.es;pread.l6 During the preceding

14As propaganda, however, he allows that the dogma may
have 1ts points. "Such an opinlon may be ugeful in Britain, by
checking the landed gentlemen, in whose hands our legislature is
chiefly lodged, and making them pregerve great regard for trade
and industry.!

19ppe Letters of David Hume, II, 205.

16For a. survey of the views on public debt during the pe~
riod see Shutaro Matsushita, The Economic Effects of Public Debts
(New York, 1929), chap. 1; also Seymour E. Harris, The National
Debt and the New Economice (New York: McGraw Hill Book Co., Inc.,
1947), chap. 1lv, esp. pp. 50-55. Amongst the major of Hume's
predecessors who were critical of debt expansion were Charles
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half century the various wars in which England had been engaged

had approximately quadrupled her total internal obligsations.
would appear from all accounts, moreover, virtually no progress
had currently been made toward retirement, the various sinking
funds established for this purpose being employed instead, appar-
ently in a routine fashion, to defray current operating ex-
penses.18 That this should have causged apprehension is not sur-
prising in view of the relatively fresh experiences of palpable
debt mismanagement abroad (France, Spain, Italy) and the memory

of many debt repudlations both of the open variety and covertly

through the route of currency debasement and inflation.

Davenant, James Drake, Harley, Blackstone and Montesquleu. The
chief exceptions were George Berkeley who ascribed England's
prosperity to her large debt, Melon who argued on the famillar
asset-11ability cancellation grounds that, as they represented no
net soclal debt, internal obligatlons were of no consequence, and
Isaac Pinto who identifled the expansion of debt with an expansion
of capital. See his An Essay on Circulation aend Credit (London:
J. Ridley, 1774). Several of Hume's points are gimilar to those
made by Montesquleu, Davenant and Blackstone, especially the lat-
ter. See below, pp. 102 n., 105 n.

17In "Of the Balance of Power" Hume grants that England's
"wars with France have been begun with justice and even perhaps
from necesslity," but, roundly condemning England for her "jJealous
emulation" of France, it is to her own "obstinacy and passion" in
the needless continuation of these wars that he ascribes the bulk
of her debts. "Above half our wars with France, and all our pub-
lic debts, are owing more to our imprudent vehemence, than to the
ambition of our neighbours." Essays, p. 202.

18Aocording to Cunningham a sinking fund for debt retire-
ment was first established under Walpole, and for a time the debt
declined. However, after 1733, the fund was rifled regularly to
cover current expenditures, only about one tenth golng for retire-
ment. W. Cunningham, The Growth of English Industry and Commerce
in Modern Times (Cambridge: Cambridge University Press, 1925), II,
423-424. A very thorough account of the debt movements and fiscal
policy of England and continental countries 1s found in A. Smith,
The Wealth of Netions, Bk. V, chap. 1iil.
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Few, however, were as alarmed over this development as

Hume. In the earlier discussions of this questlon concern over
the magnlitude of the debt was somewhat tempered by an apparent
failth in the future of enlightened statesmanshlp. In Hume's view,
however, to believe that ministers would ever exercise Judicious
restraint in the use of their power to borrow was to expect the
polltically impossible. As he states in the opening passages of
the egsay:

1% is very tempting to a minlster to employ such an ex-
pedient, as enables him to make a great figure during hils
administration, without overburthening the people with taxes,
or exciting any immediate clamours against himself. The
practice, therefore, of contracting debt, will almost infal-
1ibly be abused in every government. It would scarcely be
more imprudent to glve a prodigal son a credit in every bank-
er's shop in London, than to empower a_sgtatesman to draw
bills, in this manner, upon posterity.lg

Convinced that under the prevailing circumstances nothing

but a further and indefinite increase in England's debt could
reasonably be anticipated, he devotes the greater part of the es-
say to a highly detailed prognostication of the disastrous conse-
quences which such a development would bring in its train. As

is evident throughout his treatment, his basic error stems from

a faillure to anticipate the full economic and politlical repercus-—
slons of the industrial revolution.

Although Hume's prophecy does not escape the fate of most

long run extrapolations and much of it now seems dated, several
of 1ts conslderations are sufficiently general to prove of more

current interest. In the nature of i1ts approach to the question,

moreover, the essay 1s significant as a further 1llustration of

19Essaxs, p. 208.
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the quality which 1s characteristic of Hume's economlc thought as

a whole. For not only are many of lts arguments of a historical
nature but, as will be observed, much of 1ts latter portion read-
ily fits the pattern of & "natural history of the rise and fall
of public credit." Cognate to this, the essay affords a striking
demonstration of Hume's awareness, as a "moral" scientist, of re~(
lations between developments in different areas of social phenome-
na. Indeed, embracing considerations ranging from the effects of
debt on population movements to 1ts impact upon political insgtitu-
tions, his analysis is virtually as much of a general political
and soclologlical tract on the period as a study in fiscal policy.
In this, moreover, his treatment is largely distinctive. Particu-
lar arguments resembling hls appear in writings of hls predeces-—
sors, but they are not conceived within a similar framework of
organized historical analysis, and none show the same breadth of
scope. In the later classicel period, on the other hand, the dis-
cussion of fiscal policy took a substantially new departure and
wag dralned of historical and institutlonal considerations.20
The opening section of the essay, which contains a sum-
mary treatment of the advantages and disadvantages of public

credit, i1s of a somewhat more general nature. The advantages

2011 Smith and Ricardo the analysls turned mainly upon a
comparison of the productivity of private and public investment.
As the use of capltal by the state was regarded on the whole as
"unproductive consumption," both opposed borrowing as a draln on
national wealth. See A. Smith, The Wealth of Nations, pp. 419
ff.; Ricardo, op. cit., p. 228. As ig well known, the mejor anach-
ronism. . during this period was Malthus who 1s usually credited
with the first systematic defense of deflclt spending on under-
consumptionist grounds. On this see J. M. Keynes, The General
Theory of Employment, Interest, and Money (New York: Harcourt,
Brace and Co., 1936), p. 363.
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noted are twofold, and both turn upon the relation between debt

and equities. Here Hume treats the latter as complements and, in
contrast to hls interest theory, ignores thelr subgtitutability.
As a public security is a highly 1liquid form of investment, he
polnts out, it affords the merchant a safe and profltable outlet
for temporarily i1dle funds, and thus has the éffect of reducing
the rate of profit he will demand on his trading operations. Con-
sequently 1t "renders the commodity cheaper, causes a greater
consumption, quickens the labour of the common people, and helps
to spread arts and industry throughout the whole sc:c::!.etx,r."'?'l
Similarly affected by the issuance of government securities 1is

the investment pattern of that class which, seeking a more secure

income than the merchant, would prefer to invest only part of its

21Eseaxs, p. 209. In a letter to Montesduileu, who had
stated that he knew of "no advantages" to be gained from public
debt, Hume maekes the same polnt. See The Letters of David Hume,
p. 138. Blackstone had similarly pointed out that a government
security could be "employed in any beneficlial undertaking, by
means of this 1ts transferable quality; and yet producing some
profit even when it lies idle and unemployed." Sir William
Blackstone, Commentaries on the Lawe of England (Oxford: Oxford
University Press), Bk. I, chap. viil. Emphasizing the substitu-
tion effect, Drake however argues that, owing speciflcally to the
attraction of the high interest on the securities, public debt
causes commercial stagnation. James Drake, An Essay Concerning
the Necesgity of Equal Taxes (1702), cited by Matsushita, op.
clt., p. 15. In his above letter to Montesqulieu Hume also cites
the position of one Milford Lonsdale who had argued along more
modern lineg that through its expansilonary effects on the money
supply the issuance of government securities stimulates industry
by lowering the interest rate. However, as might be expected in
view of his interest theory, Hume finds this "very doubtful." In
contrast to Lonsdale's poslition Davenant, stressing the effect
of public debt on the demand for credit, contends that it raises
the rate of interest and thus hurte trade. Cf. Charles Davenant,

An Essay upon Ways and Means of Supplying the War (2d ed.; London:
J. Tonson, 1695;, pp. 43-44.
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capital in trade. For, wanting such securities, this group would

be compelled to turn to land for the greater part of its income.
Land, however, not only requires more "care and inspection" and
"divides the time and attention of the merchant," but "as it at-
tracts much, both by the many natural pleasures it affords, and
the authorlty 1t gives, it soon converts the citizen into the

22 By inducing a greéter part of this cate-

country gentleman,"
gory of investors to keep its capltal in commercial channels, pub-
lic debt thus has the same influence on the rate of profit, com-
modity prices and industry as that mentioned abhove.

Ag against these advantages Hume then briefly enumerates
several injurious effects of debt which collectively, he contends,
far outweigh its benefits. (1) In virtue of the "great sums lev-
ied in the provinces to pay the interest" as well as the advan-
tages enjoyed by London merchants, owing to thelr proximity to the
money market and thelr greater opportunity to lend idle funds,
public debt "causes a mighty confluence of people and riches to
the capital." Under a government such as England, "which admits
not of discretionary power," a crowding of the capital, he fears,
is likely to render "the people factlious, mutinous, seditious, and
perhaps even rebellious." However, he acknowledges that a large
public debt might itself serve to provide protection against such
contingenclieg; for as the fortunes of the propertied class are now
intimately dependent upon the stability of government it is prob-
able that, confronted with a political upheaval, they would immedi-
ately fly to the support of established authority "whether menaced

*2pssays, p. 209.
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by Jacobitish violence, or democratical frenzy." (2) As it en-

larges the money supply public debt "banishes gold and silver
from the most considerable part of the state" and raises the
prices of labour's necessities. (3) The taxes levied to service
the debt are likely elther to raige the price of labour or fur-
ther oppress the poor. (4) Since a substantial part of the se-
curities are purchased by foreigners the issulng country is there-
by exposed to the dangers of imperialistic aggrandizement. (5)
As investment in public securities enables the propertied class
to draw income without working, it serves to encourage a "useless
and inactive life."=d

With this Hume returns to his earlier supposition that
the debt will inevitably grow to huge proportions, and eventuality
toward which he is certain England 1s "hastening with . . . amaz-
ing rapidity." If from the general viewpolint considered above
public debt appears to have some counterbalancing advantages,
here the disadvantages will be seen to be '"pure and unmixed."
Moreover the analysis will further serve to expose the fallecy in
the argument (earlier stated by Melon) that "the public is no
weaker upon account of ite debts, since they are mostly due among
ourselves; and bring as much property to one as they take from
another."

The first injurious effect noted relates to the change in
the tax structure accompanying the expansion of levies to service

and retire the debt. As the more soclally desirable forms of lev-

23The last two pointe, and especlally the latter, were
common causes for concern. See Blackstone, op. cit., pp. 297-2098;
Montesquieu, op. cit., Bk. XXII, chap. xvii; Davenant, op. cit.,
p. 11ll.
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ies (i.e., exclses on luxuries and moderate 1uxur1es)24 are ex-

hausted, he points out, the state will be driven to tax necessi-
ties. Eventually, moreover, 1t will be compelled to impose a
general property tax. As 1t 1s readlly evaded by concealment and
disgulse and 1ts incidence is unequal and arbitrary, the property
tax, however, is "the most grievous method of levyilng taxes."
Moreover, a continually increasing land tax would eventually mean
full soclalization of land. As the individual proprietors would
in effect become hired managerse of the state, a large debt would
thus bring in its train the evils of absentee ownershlp.25
He then turns to the effect of the high proportion of to-

tal income taken in taxes. Even were the burden not so great as

to stifle all industry, he points out, it must be borne in mind

géconcerning these Hume points out elsewhere that "the
best taxes are such as are levied upon consumptions, especilally
those of luxury; because such taxes are least felt by the people.
They seem, in some measure, voluntary; since a man may chuse how
far he will use the commodity which 1s taxed: they are pald grad-
ually and insensibly: they naturally produce sobriety and frugal-
ity, if Judiclously imposed: and being confounded with the natu-
ral price of the commodity, they are scarcely perceived by the
consumers. Thelr only disadvantage is, that they are expensive
in the levying." Essays, p. 205. A further merit of the excise
is that, when too high, 1t automatically reduces revenues, thus
inhibiting the state from employing it excesslvely. On this bas-
18 he contrasts it with the poll tax which "may be esteemed dan-
gerous: because 1t 1s so easy for the sovereign to add a little
more, and a little more, to the sum demanded, that these taxes
are apt to become altogether oppressive and intolerable.'" Ibid.

Socializatlon of land 1s described as a "monstrous sit-
nation." With regard to the evils of absentee ownership Hume re-
fers specifically to those characteristics of an agrarian economy
orgaenized along feudal lines, although i1ts applications to other
cases are apparent. "Were all the proprletors of land only stew-
ards to the public, must not necessity force them to practice all
the arts of oppression used by stewards; where the absence or
negligence of the proprietor render them secure against inquiry?"
Ibid., p. 211.
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that "the continual fluctuations in commerce require continual

alterations in the nature of taxes." However, subjected to the
omnipresent necessity of raising large amounts of revenue for
service and retirement, i1t 1s not likely that parliament will
"reason justly" in such matters, or, even if they deo, 1t 1s im-
probable that in the face of such pressures 1t wlll have the cour-
age to pursue the type of fiscal policy appropriate to the main-
tenance of a high level of employment. Moreover the faillure to

do so has serious political implications, for "any great blow
given to trade, whether by injudicious taxes, or by other accl-
dente, throws the whole system of government into confusion.'

No less perniclous are other non-economic effects of a
continually expanding debt. For as the tax load continues to
rise virtually the entire national income in excess of returns to
labor will eventually be diverted to the stockholders. Showered
with such munificent bounty, this enterprising group, he repeats,
will sink "into the lethargy of a stupid and pampered luxury,

126 As the securities are

without spirit, ambition or enjoyment.'
eaglly transferred, moreover, it is unlikely that transmissions
of wealth from father to son will survive such profligacy for
more than three generations; and with the more cultivated classes
debased and the continulty of refinement disrupted "adieu to all
ideas of nobility, gentry, and family." However, even if the se-

curities are transmitted through successive generations it should

be borne in mind, he adds, that they do not confer the parliamen-

26The extent to which Hume's own economic psychology
serves to explain this is obvious.
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tary authority traditionally conveyed by the inheritance of land.

Hence, with the impoverishment of the landowner, the "independent
magistracy" or "middle power" between the monarch and the people
vanishes, all protection against corruption, bribery, and govern-
ment by caprice disappears, and the despotlism of the crown be-
comes absolute.27

However, he continues, it is in a consideration of the
consequences of a war emergency that the grave dangers of a con-
stantly rising debt may be most clearly perceived. In the event
of a war, he polnts out, it would be necessary--as all other
sources of income are already taxed to capacity--to tax the in-
terest on the government securlities themselves. The effect of
this would depend upon the character of the government. Under
the most probable assumptlion that the power of the monarch is by
this time absolute, the railsing of the required revenues in this
fashion would present no problem. But since this would in effect
mean a confiscation of the securities it would be tantamount %o
endowing the sovereign with a virtually complete control over the
national income; and this would involve a degree of tyranny not
even attained by the most despotic of "oriental monarchs." If,
on the other hand, the government still remains parllamentary,

the adoption of such a measure would require the consent of the

annuitante themselves; and, asg they would be cognizant of 1its im-

2'7In view of his recognition of the politiceal significance
of the rise of the merchant class (see below, page 137 ), it is
strange that he should accord such exclusive emphasis to the role
of the landowner; particularly so inasmuch as the strategic polit-
ical power of the stockholding class is mentioned but two para-
graphs later.
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plications, they "would never be persuaded to contribute suffi-

clently to the support of the government."

The essay 1ls then brought to a close with a vivid, almost
macabre, portrayal of the dénofliment of this chain of events—-
which, as 1t depends not upon the caprice of individual action
but upon the "nature of men and ministere," can be foreseen "as
clearly almost as anything whlch lies in the womb of time." This
he 1limits to one of three alternatives. First, although it 1s
rather unllkely, an attempt may be made to liquidate the debt

through a capital levy.z8

This however would prove impracticable.
For at any one time the poor would be unable to contribute any-
thing more than a small proportion of their total obligation (here
assumed to be equal to their total annual payments in excises).
Owing to the ease of concealing money, claims and movables, virtu-
ally the whole burden of the levy would thus fall on the already
overburdened owners of real property. If the extremity of the
circumstances compels the adoption of this or some other "vision-
ary scheme" the remedy, consequently, will prove worse than the
disease. For with the credlt structure already precariously bal-
anced any tampering of this character will precipitate a total
collapse; and, as in the case of the French regency, public credit
will thus "die of the doctor."

More probably, no provision whatever will be made for debt
liquidation. As the tax burden is already crushing and all credlt

is exhausted, the war emergency may thus compel the state to selze

28This had been suggested by Archibald Hutcheson. See
his A collection of Treatlisges Relating to the Public Debt and the
Digcharge of Same (1721), cited by Matsushita, op. cit., p. 16.
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the funds previously accumulated for retirement. Completely re-

pudiating its obligation, it would thus impoverish thousands of
security holders. This variant may be called "the natural death

of public credit; for to this perlod i1t tends as naturally as an
animal body to its dissolution."

To be feared most of all, however, 1s that, the pressure
of war emergency notwithstanding, the state--where it has re-
mained parliamentary--will refuse to repudliate its debt. For
those occupying the strategic political offices are either the
public credltors themselves or landowners who, in virtue of their
financial connections, are likely to be sympathetic to the securi-

29 It 1s not entirely improbable, there-

ty holder's viewpoint.
fore, that, out of a greater devotion tc public faith than "pru-
dence, policy or even Jjustice . . . requires," England may fail
to defend itself against encroachments on 1ts legitimate inter-
ests, thus permitting a disruption of the European balance of
power, opening the way for invasion and ultimately sacrificing

the safety of millions for the welfare of thousands. "And this

may properly enough be denominated the violent death of our pub-

lic credit.t
Having rushed into the perilous realm of prophecy with

such lmpasslioned conviction, the historian's sense of caution

290ne would suppose otherwise where it 1s the landowner
who on balance bears a great share of the tax burden. Indeeqd,
elsewhere Hume more consistently treats the existing debt as po-
tentlially the chief source of conflict between the "landed" and
the "trading" interest. See "Of Parties in General," Essays, p.
38. As Cunningham points out, since they dld not possess suffi-
clent liquid capital to invest extensively in the securities the
landowners were mllitantly opposed to further expansion of the
debt on the ground that it enriched the moneyed groups at thelr
expense. Cunningham, op. cit., p. 421.
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finally comes to Hume's asslstance and serves to redeem him some-
what in the end. Thus in a concluding footnote, where he consid-
ers speclfying a timetable for the above, one findg the following
shrewd and humorously worded escape clause.

One would incline to assign to thls event a very near pe-
rlod, such as half a century, had not our fathers' prophecies
of this kind been already found fallacious, by the duration
of our public credit so much beyond all reasonable expecta-
tion. When the astrologers in France were every year fore-
telling the death of Henry IV, 'These fellows,' saye he, 'must
be right at last.' We shall, therefore, be more cautious than
to assign any precise date; and shg&l content ourselves with
pointing out the event in general.

Contemporary speclalists in the field of public finance

will doubtless agree that this is not the least sagacious obser-

vation in the essay.

Population Theory
Hume's population analysis is presented in the essay "Of
the Populousness of Ancient Nationsg." As a study of the factors
underlying population movements this is generally recognized as

31 and as such

one of the best products of the eighteenth century
represents one of Hume's outstanding achlevements as a hlsgtorian.

A detailed examination of thls lengthy essay would take us far

Opdam Smith who had likewise prophesied bankruptcy, adds
a similar qualifying note. "Great Britailn seems to support with
ease, a burden which, half a century ago, nobody believed her
capable of supporting. Let us now, however, upon this account
rashly conclude that she 1s capable of supporting any burden; nor
even be too confident that she could support, without great dis-
tress, a burden a little greater than what has already been laid
upon her." A. Smith, The Wealth of Nations, p. 423.

51For a general treatment of the population studies of
this period see C. E. Stangeland, Pre-Malthusian Doctrines of
Population (New York, 1904), and Jamee Bonar, Malthus and His
Work (London: George Allen and Unwin L'td., 1924).
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beyond the purview of this study. Its major elements, however,

merlt some attention.
The work as a whole takes the form of a critlical appralsal
of the thesls, advanced by Montesquieu, that population had de-

clined sharply since classical times.52

In his openling remarks
Hume comments briefly on Montesquieu's speculative query as to
whether 1t was not probable that the world had degenerated over
the course of time and that this had been accompanied by a gen-
eral decline in the powers of procreation.33 Although Hume grents
that 1t is likely that the world has its "infancy, youth, manhood,
and old age," he argues that the course of history presents in-
sufficient evidence to ascertain "whether, at present, it be ad-
vancing to its point of perfection, or declining from 1t" and
consequently he argues that all propositions based on such "gen-
eral physical causes! should be entirely excluded from a consider-

ation of the population question.'34

52The main arguments of Montesquleu with which Hume takes
issue in this essay are to be found in Bk. XXIII of his Spirit of
the Laws. Apart from citing some inductive evidence, in general
he bases his position on the ground that in earlier times "every
one employed himself with a singular attention to make his 1little
country flourish." As he adds, "This succeeded in such a manner,
that notwithstanding the irregularities of government, the want of
that knowledge which has gince been acquired in commerce, and the
numerous wars and disorders incessantly arising, most countries of
Europe were better peopled in those days, than they are even at
present." Montesquieu, op. cit., II, 114. As wlll be noted be-
low, some of these same arguments, although accorded a different
welght, reappear in Hume's analysis. Montesquieu had also pre-
gsented several of these arguments in his Lettres Persanes. A dis-
cussion of the relationship between Hume's and Montesquieu's
treatment which runs largely in terms of a comparigon of the sim-
ilarities in both texts 1s to be found in Roger Oake," Montes-
guieu and Hume," Modern Language Quarterly, II (March, %948),25—41.

333ee 0. L. Montesquieu, Lettres Persanes, ed. Elle Car-

cassonne (Paris: Fernand Roches, 1929), p. 84.

3gssave, pp. 220-223.
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The remainder of the analysis 1s then divided into two

parts. The first consists of inferences based on a comparison
of the "domestic and political situation" of both periods. The
second draws directly on key statlstical magnitudes such as the
-slze of slave forces, armles, and the like. As the most general
basgls for the first part of his treatment, Hume argues that "it
seems natural to expect that, wherever there are most happiness
and virtue, and the wisest institutions, there will also be the

most people."35

In terms of this general principle he acknowl-
edges that anclent conditlons were more favourable to population
growth in so far as wealth was more equally distributed, and po-
litical power more decentralized. All these factors are regarded
ag functions of the relatively confined dimensions of the earlier
states.56
In virtue of several other consilderations, however, he

inclines to the view (further substantiated by his inductive
analyseis) that the population of the classical perliod was smaller

o7

than that of the modern. In this regard he gives considerable

attention to the influence of the institution of slavery. On

301p1d., p. 236.

35Essaxs, p. 236.

57In a treatment of the same 1ssue Robert Wallace came %o
the opposite conclusion. Cf. his A Disgertation on the Numbers
of Mankind in Ancient and Modern Times (Edinburgh: A. Constable,
1753). Both were in substantial agreement on the major factors
determining population growth. Wallace, however, accorded a de-
cisive welght to the negative effects of industrialized urban
life and the inequallty in the distribution of wealth. Heinemann
cites some hitherto unpublished correspondence between Hume and
Wallace pertalning to the population question. The letters, how-
ever, are only of a very general character and contain no substan-
tive argumentation. F. H. Heinemann, David Hume, The Man and His
Science of Man (Paris: Hermann and Co., 1940), esp. pp. 7-22.
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the basis of the hypothesis that it 1s in the master's interest

to increase his human assets, he points out, 1t might seem that
the prevalence of this institutlion in former times was a further
favourable factor. However, he argues, slaves, like cattle, are
too expensive to breed in the richer urban areas in which they
are used. Since propagation here will be discouraged and since
the areas from which the slaves must be drawn are too poor to
continue supporting large numbers, this institutlion, he believes,

38

was on the whole a depopulating force. The greater frequency

of internecine politicael disputes as well as the comparative se-

verity of the wars of the earller period likewlse argue against

the Montesquieu thesis.sg Finelly, in a passage which serves to

explain the functional relationshlp between 'people and industry"
(the two factors frequently linked in the economic essays) and
which jJoins his population analysis to the "natural history," he
calls attention to the welfare implications of the development

of economic activity.

All our later improvements and refinements, have they
done nothing towards the easy subslstence of men, and conse-
quently towards thelr propagation and increase? Our superior
8k11ll in mechanlcs; the dlscovery of new worlds, by which
commerce has been so much enlarged; the establishment of
posts; and the use of bills of exchange: these seem all ex-
tremely useful to the encouragement of art, industry, and
populousness. Were we to strike off these, what a check
should we give to every kind of business and labour, and

58This he supports by direct evidence. "All ancient au-
thors tell us, that there was a perpetual flux of slaves to Italy,
from the remoter provinces, particularly Syria, Cilicia, Cappado-
cla, and the Lesser Asla, Thrace, and Egypt; yet the number of
people did not increase in Italy; and the writers complain of the
continual decay of industry and egriculture." Egsays, pp. 228-
229.

391b1d., p. 237.
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what multitudes of familles would immediately perish from
want and hunger?40

In hils population ansglysis Malthus mentions Hume as one
amongst several (Wallace, Price and Smith) whose work contributed
to the development of his 1deas.41 While no reference is made to
a particular portion of the essay, it would seem likely that most
gpecifically he had in mind Hume's assertion that "the prolific
virtue of men, were 1t to act in its full extent, without that
restraint which poverty and necessity impose on it, would double
the number every generation."42 In light of other and more domi-
nant aspects of his doctrine there would seem little doubt, how-
ever, that--in its implication that population inevitably presses
on the means of subslstence--this comment does not accurately
represent Hume's general position. His recognition of the impor-
tance of other conditions affecting population growth clearly in-
dicates a more pluralistic view than the emphasis on "poverty and
necessity" would suggest. Moreover, not only does the analysis
of the economic essays seem to imply.the bellef that an industri-
ally expanding economy could easily absorb substantial accretions

43

to population without suffering a decline in living scales but,

401p14., p. 247.

41T. R. Malthus, An Essay on the Principle of Population

(London: Ward, Lock and Co., 1890), p. XXxV.
4ZIbid., p. 235. A simllar statement is to be found in
Benjamin Franklin'sg "Observations concerning the Increase of Men-
kind and the Peopling of Countries" (1751) in The Works of Benjla-
min Franklin, ed. J. Sparks (Chicago: T. Macloun, 1882), I, 312.

45Indeed, if anything, Hume's many references to the fa-
vourable effecte of population growth on wealth, although couched
in aggregative terms, would seem to suggest the bellef that in a
state of advancing technology an expanding populatlon would ralse
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as already noted, Hume categorically relects the subsistence theo-

ry of wages.

Concluding Remarks

In the examination of the various aspects of Hume's po-
lltical economy the principal purpose has been to reveal its re-
lationship to the "natural history of the rise and progress of
commerce.” The importance of thie relationship should now be ev-~
ldent. Considered first in its broadest outlines it will be ob-
served that this history provides the materials for a psychologli-~
cal analyeis of the major magnitudes underlying economic develop-
ment. The growth of wants i1s explained through the effect of
trade upon the desire for pleasures. Combined with the greater
opportunities for "action" this encourages the growth of the
"spirit of industry," which makes for an improvement in skills as
well as 1n general technology. The expansion of capital l1ls traced
to the two slded effect of increased economic activity on the de-
8ire to save amongst the monled or entrepreneurial class. Else-
where, as will be recalled, Hume points out that the increased
supply of capltal lowers profits and prices, induces an additional
increase in consumption, further "quickens the labour of the com-~

mon people, and helps to spread arts and industry throughout so-

per caplta income asg well. See for example the varlous comments
on this in "Of the Balance of Trade." Thie view, moreover, was
not uncommon. It 1s to be found in Willlam Petty's "A Treatise
of Taxes and Contributions," in The Economlc Writings of Sir Wil-
liam Petty, ed. C. H. Hull (Cambridge: The University Press,
1899), I, 34, and, more elaborately argued, in Josiah Tucker's
"Elements of Commerce and Theory of Taxes,d in Joglah Tucker: A
Selection from His FEconomic and Political Writings, ed. R. L.
Schuyler (New York: Columbia University Press, 1931).
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clety." And, as noted, the resulting improvement in welfare is

in turn linked to population growth. The pattern which emerges
when the various appllcations of this hlstory are brought to-
gether, however, 1s not wholly or consistently of a progressive
or expanslonary character. For in one place, in an extenslon of
the argument of the essay "Of Interest," Hume argues that in-
creased economic activity promotes "frugality" amongst the "low-
er" as well as the "middle ranks of men."%*

As is further apparent, it is within the framework of
this history, or in its elaboration, that a substantial propor-
tlon of the major economic doctrines themselves unfold, As ob-
served, the greater part of the monetary analysis and the inter-
est theory as a whole seek to call attention to the decisive im-
portance of these developmental factors. The central thesis of
the analysis of shifting and inclidence of taxes 1s likewise re-
ducible to the laws which comprise thig history, while similarly
the most dominant theme in Hume's defense of free trade rests
upon his earlier treatment of foreign commerce as the principal
stimulant to the development of economic activity. If these sep-
arate studies of market process appear to constitute a '"system
of political economy," it thus may be sald that it 1s on thils
first level of Hume's economic thought, which links his doctrine
to his general "gclence of man," that this "gystem" finds its

most fundamental conceptual continulty.

44This appears in a footnote to "Of Refinement in the
Arts" added in a later edition where Hume seeks to show that lux-
ury does not necessarily lead to "prodigality." Essays, Moral,
Political, and Literary, ed. T. H. Grose and T. H. Green (London:
Longmans, Green and Co., 1898), p. 309, n.
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When viewed agalnst the background of classical doctrine,
Hume's pollitical economy 1s seen as & complex of diverse elements.
On the one hand, 1n several major respects--the quantity theory
and its elaboration in the price specie flow mechanism, the real
capltal analysis of the rate of interest, and the defense of
free trade45——1t represents one of the most cogent statements of
the classical posltion in the literature of the period. On the
other hand, it differs from the central perspective of classical

45In this connection it should also be noted that Hume
gseems to have antlcipated the Ricardian theory of rent. This
appears in a brief comment on The Wealth of Nations which he had
Just seen shortly before his death. "Euge! Belle! Dear Smith:
I am much pleas'd with your performance; and the Perugal of it
hag taken me from a State of great Anxlety. It was a Work of so
much Expectation, by yourself, by your Friends, and by the Pub-
lic, that I trembled for its Appearance but am now much re-
lieved. Not but that the Reading of it necessarily redquires so
much Attention, and the Public is disposed to give so little,
that I shall still doubt for some time of i1ts being at first very
popular: But it has Depth and Solidity and Acuteness, and is so
much 1llustrated by Curious Facts, that 1t must at last take the
public Attentlon. It is probably much improved by your last
Abode in London. If you were here at my Fireside, I shoud dis-
pute some of your Principles. I cannot think, that the Rent of
Farms makes any part of the Price of the Produce, but that the
Price 1is determined altogether by the Quantity and the Demand.*
The Letters of David Hume, II, 311. Although Hume's correspond-
ence with Smith 18 quite extensive strangely enough 1t contains
very little discussion of economic matters. In the same letter
mentioned above he adds, again with respect to The Wealth of Na-
tiong: "It appears %o me impossible, that the King of France can
take a Seignlorage of 8 per cent upon the Coinage. No body would
bring Bullion to the mint: It would be all sent to Holland or
England, where it might be colned and sent back to France for
less than two per cent. Accordingly Necker says, that the French
King takes only two per cent of Séigniorage. But these and a hun-
dred other Polnts are fit only to be discusses in Conversation;
which, till you tell me the contrary, I shall still flatter myself
with soon. I hope it wilill be soon: For I am in a very bad State
of Health and cannot afford a long Delay." Ibid., pp. 311-312. In
an earlier letter, apparently in reference to some points Smith
had made concerningeconomic lssues, there appears the mock serious
remark "I am poesitive you are in the wrong in many of your Specu-
lations, especlally where you have the Misfortune to differ with
me, " Ibid., p. 207.
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doctrine in the attention devoted to dynamic relations generally,

In part this is reflected in Hume's concern with the problem of
unemployment, most notably in his analysis of the short run ef-

6 and in portions of

fects of changes in the quantity of money4
his treatment of the cage for free trade.
In larger measure 1t 1s observable in the more central
positlion accorded the dynamlc sequences which are historical in
character. This is seen partially in aspects of Hume's analysis
which have no close counterpart in the related departments of
clagssical thought--the relationship drawn between long run changes
in the quantity of money and the "spirit of industry," and the
broader treatment of fiscal policy with its emphasis on the soci-
ological and political implications of debt. It is even more ap-
parent, however, in those areas in which Hume's and the later
analysis substantially overlap. To cilte the most salient of
these! the later statements of the quantity theory and the price
specie flow mechanism no longer appear polntedly associated with
Hume's primary purpose of emphasizing the central significance of
changes in "habits, customs and manners" affecting economic activ-
ity; the treatments of the basic magnitudes underlying economic
growth are largely divorced from a consideration of changes in

patterns of economic bel‘lavj.or';4"'7 the subsequent defense of free

46Concerning this Keynes says, "Hume . . . had & foot%t and
a half in the clasgsical world. For Hume began the practice amongst
economigte of stressing the ilmportance of the equilibrium position
ag compared with the ever-shifting transition towards it, though
he was still enough of & mercantilist not to overlook the fact that
1t 1s in the transition that we actually have our being." Keynes,
op. clt., p. 343 n. Hume's reletion to the mercantilists is con-
sidered more fully below, pp. 160 ff.

47
A recent analysis of classical doctrines with regard to
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trade rests more exclusively on a further elaboration of the

wholly analytical portions of the question--optimum resource al-
location and the galns from international exchange; whille, perhaps
moet consplcuously, the interest theory reappears shorn of Hume's
treatment of the functional relationship between the demand and
supply of caplital and the psychological transformations assoclated
with the evolution of a commercial economy.48
The classlical writers were of course not wholly indiffer-

49

ent to history, especially not Adam Smith. On the whole, how-

economic development appears in B. 8. Keirstead, The Theory of
Economic Change (Toronto: The Macmillan Co., 1948), pp. 69-85.
No mention, however, 1s made of Hume.

4SIndeed, because of the emphasis gilven those portions of
Hume's interest theory incorporated in later doctrine its more
distinctive features are sometimes overlooked. Thug in his recent
summary of Hume's interest theory, designed to show the origins

of the classical position, Hansen does not find i1t necessary to
conslder its psychological-historical dimension, although the lat-
ter comprises by far the largest portion of Hume's essay. Cf.

A. H. Hansen, Monetary Theory and Fiscal Policy (New York: McGraw
Hill Book Co., 1949), pp. 215 ff.

49The Wealth of Nations contains many psychological and
historlical references. For the most part, however, this material
seems particularistic and illustrative or 1is introduced en pas-
gant; and while it imparts a certain sense of depth which does
not appear in Ricardo, 1% generally does not seem to be integral
to the analysls of market process gua laws of behaviour. Scat-
tered statements on the stimulating effects of trade, similar in
a general way to Hume's, are to be found throughout the text. How-
ever, in his analysis of economic development (Bks. I and II), for
example, none of thls material is adduced. As one illustration,
capital accumulation 1s regarded as a function of the desire for
profit, which is treated as a datum, while innovations are viewed
simply as a function of capital accumulation. A. Smith, The Wealth
of Nations, pp. 118-119. As to Bk. IV, "Of 8ystems of Political
Economy," this is essentially not of a higtorical but of an analyt-
lcal order since 1ts primary purpose is to demonstrate the superi-
ority of lalssez faire in terms of a glven pattern of ends. The
most stikingly historical portion of the analysis 1s Bk. III, "Of
the different Progress of Opulence in dlfferent Nations," but this
is nowhere assimilated, at least in any obviously systematic fash-
lon, to the material considered in the rest of the text. For a
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ever, in point of the emphasls on the psychological growth proe-

V/,
ess. underlying the major economlic phenomena considered and the
conslstency of its elaboration the difference between Hume and

the classical economics is sufficlently marked to warrant recog-
nition as a significant difference in perspective. In this re-
gard 1t 1s apparent that Hume's economic thought deserves far

more attention than it has recelved for its affinity in general
viewpoint, if not in the detaill of 1ts categories, to the "his-
torical® tradition in its later German and in part English devel-
opment and to the more theoretical wing of the contemporary Amer-

190

ican school of "insgtitutionalism. Thls becomes more evident

in a consideration of the material of the followlng chapter.

fuller treatment of the role of history in The Wealth of Natlons
see J. M, Clark, "Adam Smith and the Currents of History," in
Adam Smith, 1776-1926, p. 53.

5°Amongst the German writers (Roscher, Knies, Hildebrand,
Schmoller, Marx) there are considerable differences both with re-
gard %o the acceptance of classlcal concepts and the belief in
the reliability of historical laws. The English writers (Leslie,
Ingram, Hewines, Ashley) did not gain as much influence as the
German, although they encouraged studies of economlc history and
thelr perspective would seem to be reflected in some measure in
the writings of Alfred Marshall. '"Institutionalism," as applied
to the American development, i1s a notoriously loose and elusive
term. It seems to cover a multitude of viewpolnts some of which
take the form of little more than an insistence on the importance
of empirical observation. Apart from the belief in the inade-
quacy or futility of neo-orthodox economics—--shared in different
measure by its various representatives--1ts primary unity, accord-
ing to Gruchy, lies in a conviction that the approach to economic
phenomena must be of a "holistic! character. "The term holistic
has been selected because it calls attention to what is most
characteristic of the new economics: its interest in studying the
economic system as an evolving, unified whole or synthesis, in
light of which the system's parts take on their full meaning."
A, G. Gruchy, Modern Economic Thought--The American Contribution
(New York: Prentice-Hall Inc., 1947), p. viii. The writers con-
sldered by Gruchy are Thorstein Veblen, Rexford Tugwell, John R.
Commons, Wesley C. Mitchell, J. M. Clark, and Gardiner C. Means.
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CHAPTER V
HUME'S ECONOMIC PHILOSOPHY

It now remains to consider Hume's normative evaluation of
the commerclial economy--~the question to which he devotes the es-
say "Of Refinement in the Arts." As observed earlier, it is with-
in the framework of the natural history--expanded to include the
impact of commercial development on other areas of social phenome-
na--that his appraisal is elaborated. In its expanded form, more-
over, this history will now be seen to serve as the basgis for a

comprehensive philosophy of individual and social well being.

The Utilitarian Basis of the Appralsal
Ag is well known, in the development of hls principles of
ethics, where he seeks to frame an objective account of all phases
of the moral ex_perience,1 Hume presents a systematic defense of

ethical hedonism.2 Most of the "private virtues"--prudence, pa-

1The moral theory is developed in the third book of the
Treatise and reappears in simplified form in the Enquiry Concern-
ing the Principles of Morals. In brief outline of the main fea-
tures of hls system, Hume finds that moral distinctions are not
based on reason but on "feeling" or "sentiment," that the feeling
which accompanles moral approbation or disapproval is a distinc-
tive pleasure or pain, that "utility pleases" the disinterested
observer because of a native benevolence and that, while based
on their "tendencies" in action, the moral experience is essen-
tially o Judgment of motlives or personal characteristics.

2This however does not constitute the whole of Hume's po-
sition on the criterion of the moral good. In addition he argues
that certain quallities are regarded as virtues because of their
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tience, etc.,-—-are found to be regarded as morally estimable be-

cauge they are "useful to the person himself," while benevolence
and Justice are found to command approval as "soclal virtueg" es-
sentlally because they are "useful to others." In the resolution
‘of all issues affecting soclety, moreover, it isg "this circumstance
of public utility [which] is ever principally in view; and when-
ever disputes arisé, elther in philosophy or common life, concern-
ing the bounds of duty, the questlion cannot, by any means, be de-
cided with greater certainty, than by ascertaining, on any slde,
the true interests of mankind. If any false opinion, embraced
from appearances, has been found to prevall; as soon as farther
experience and sounder reasoning have given us Juster notions of
human affairs, we retract our first sentiment, and adjust anew

the boundaries of moral good and evil."5

Emphasizing the implications of this perspective Hume
opens the essay "Of Refinement in the Arte" with a criticlsm of

"immediate agreeabllity" elther to the possessor or to others and
without any regard to thelr "utility or any tendency to further
good." Cheerfulness and dignity are classified in the first
group, ingenuity, decency and modesty in the second. Enquiry Con-
cerning the Principles of Morals, secs. 7, 8.

5Ib1d., pp. 12-13. 1In his study on moral theory Hume
cltes the common treatments of the luxury question itself as fur-
ther evidence of the general working acceptance of the utilitarian
ethic. It is interesting to note, moreover, that his statement of
the issues foreshadows his own analysis. 'Luxury, or a refinement
on the pleasures and conveniences of life, had not long been sup-
poeged the source of every corruption in government, and the im-
mediate cause of factlon sedition, civil wars, and the total loss
of liberty. It was, therefore, universally regarded as a vice,
and wasg an object of declamation to all satirlsts, and severe mor-
alists. Those, who prove, or attempt to prove, that such refine-
ments rather tend to the increase of industry, civillty, and arts,
regulate anew our moral as well as pollitical sentiments, and rep-
resent, as laudable or innocent, what had formerly been regarded
ag perniclous and blameable." Ibid., pp. 13-14.
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moral dicta on luxury which are absolutist in nature. As 1its
welfare consgequences vary with the circumstances "any degree of
(luxury]l," he pointe out, "may be innocent or blameable, accord-
ing to the age, or country, or condition of the person. The
bounds between the virtue and the vice cannot here be exactly
fixed, more than in other moral subjects."4 The clerical view
that all luxury 1is vicious in se because it represgents an indul-
gence of the senses he dismlsses as a notion that "can never enter
into a head, that 1s not dlisordered by the frenzies of enthusi-
asm."5
These indulgences are only vices, when they are pursued
at the expence of some virtue, as liberality or charity; in
like manner asg they are follles, when for them a man ruins
his fortune, and reduces himself to want and beggary. Where
they entrench upon no virtue, but leave ample subject whence

to provide for friends, family, and every proper object of
generosity or compassion, they are entlrely innocent, and

4Essaxs, p. 159.

5Reflecting his general attitude toward the teachings of
religion and especlally the body of ite professional practition-
ers Hume regerved his most barbed shafts for thls extreme '"rigor-
istic" position on morale. An even more acid comment on "monk-
ish" morality is to be found in the Enquiry. '"Celibacy, fasting,
penance, mortification, self-denial, humility, silence, solitude,
and the whole train of monkish virtues; for what reason are they
everywhere rejected by men of sense, but because they serve %o
no manner of purpose; helther advance a man's fortune in the
world, nor render him a more valuable member of society; neither
qualify him for the entertainment of company; nor increase his
power of self-enjoyment? We observe, on the contrary, that they
cross all these desirable ends; etupify the understanding, and
harden the heart, obscure the fancy and sour the temper. We
Justly, therefore, transfer them to the opposite column, and place
them in the catalogue of vices; nor has any superstition force
sufficient among men of the world, to prevent entirely these nat-
ural sentiments. A gloomy, hair-brained enthusiagt, after his
death, may have a place in the calendar; but will scarcely ever
be admitted, when alive, into lntimacy and soclety, except by
those who are as delerious and dismal as himself." Engulry Con-
cerning the Principles of Morals, pp. 108-109.
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have %n every age been acknowledged such by almost all moral-
ists.

Since luxury may be innocent or vicious, he contilnues,
the sweeplng extremes to which the discussion of this question
has given rige appear nothing short of "preposterous," for on
the one hand it is found that the men of "severe morals" treat
the most innocent luxury as the source of the gravest evils while
at the opposlte pole those of "libertine" persuasions regard even
vicious luxury as wholly beneficlal to soclety. In an analysis
which takes account of both forms of indulgence--but which 1s
manifestly favorable to luxury as a whole--he will therefore at-
tempt to "correct both these extremes." More particularly, he
will show "I., that the ages of refinement are both the happiest
and most virtuous; II. that wherever luxury ceases to be innocent,
1t also ceases to be beneficlal; and when carried a degree too
far, is a quality pernicious, though perhaps not the most perni-

clous, to political society."7

6Essaxs, p. 159. As with the rest of his moral theory
the "proper" bounds of duty are likewlise established on an em-—
pirical basis--that is, they are traced to the "natural" and'usu-
al" course of the affections. "In llke manner we always consider
the natural and usual force of the passions, when we determine
concerning vice and virtue; and if the passions depart very much
from the common measures on either side, they are always disap-
prov'd as vicious. A man naturally loves his chlldren better
than his nephews, hls nephews better than hls cousins, hls cousins
better than strangers, where everything else is equal. Hence
arlise our common measures of duty, in preferring the one to the
other. Our sense of duty always follows the common and natural
courge of the passions." Treatise, pp. 483-484. '"This we may
observe in our common Judgments concerning actions, where we blame
a person, who elther centers all his affections in his family, or
1s so regardless of them, as, in any opposlition of interest, to
give the preference to a stranger, or mere chance acquaintance."
Ibid., pp. 488-489.

“Essays, p.159.
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I. Ages of Refinement

The welfare of the individual.—--As observed 1n the second

chapter, 1t is in the course of his discusslon of the contribu-
tion of luxury to the happiness of'the indivlidual that Hume in-
troduces what 1s perhaps his most complete single statement on
the psychological foundatione of the natural history. As will be
recalled, the various "causes of labour," together with "indo-
lence," are here treated as a set of ends defining the ultimate
conditions of human happiness, while the associated laws of be-
haviour serve to demonstrate the manner in which the fulfillment
of these ends is promoted by the growth of commerce. To requote
this important passage:

Human happiness, according to the most received notions,
seems to consist in three ingredients; action, pleasure, and
indolence: and though these ingredients ought to be mixed in
different proportions, according to the particular disposi-
tion of the person; yet no one ingredient can be entirely
wanting, without destroying, in some measure, the relish of
the whole composltion. Indolence or repose, indeed, seems
not of 1tself to contribute much to our enjoyment; but, like
sleep, is requisite as an indulgence to the weakness of human
nature, which cannot support an uninterrupted course of busi-
ness or pleasure. That quick march of the spirits, which
takes a men from himself, and chiefly gives satisfaction,
does in the end exhaust the mind, and requires some intervals
of repose, which, though agreeable for a moment, yet, if pro-
longed, beget a languour and lethargy, that destroy all en-
Joyment. Education, custom, and example, have a mighty in-
fluence in turning the mind to any of these pursults; and 1%
must be owned that, where they promote a relish for action
and pleasure, they are so far favourable to human heppiness.
In times when industry and the arts flourish, men are kept in
perpetual occupation, and enjoy, as their reward, the occupa-
tion itself, as well as those pleasures which are the fruit of
their labour; The mind acduires new vigour; enlarges its pow-
ers and faculties; and, by an assiduilty in honest industry,
both satisfles 1ts natural appetites, and prevents the growth
of unnatural ones, which commonly spring up, when nourlshed
by ease and 1dleness. Banlsh those arts from soclety, you de-
prive men of action and of pleasure; and leave nothing but in-
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dolence in thelr place, you even destroy the relish of indo-

lence, which never l1ls agreeable, but when it succeeds to la-

bour, and recrults the spirits, exhausted by too much appli-

cation and fatigue.8

Viewed as a statement of normative doctrine, several fur-

ther aspects of thls passage are worthy of note. First, parallel-
ing hils recognition of the interrelationships between these pas-
slons as "causes of labour," is his understanding of the comple-
mentary relations between the gratifications derived from these
passions as "ends." Secondly, 1t is especially interesting to
note that this prescription for humsn happiness (action, pleasure,
indolence, liveliness) is essentially of a most general electic
character and as such 1s dellberately designed to accommodate the
principal philosophlies of "The Good Life" as Hume interprets them
in an earlier series of essays.9 More particularly, in light of
the previous analysis of Hume's economic psychology, it should be
evident that in its most basic terms thie prescriptlion represents
a composlite of broad categories of opposites—--striving vs. reali-

zation, states of no passion vs. states of emotional excltement.

The former dichotomy will be recognized in the oppositlon which

Hume draws between the view of the Stoiclo and that of the Epi-
8
Ibid., p. 160.
9

In addition to "The Stoic," previously mentioned, these
essays include "The Epicurean; or The Man of Elegance and Pleas-
ure," "The Platonist; or The Man of Contemplation, and Philosophi-
cal Devotion," and "The Sceptic." Of this series of essays Hume
says that his "intention . . . 1s not so much to explain accurate-
ly the sentiments of the ancient sects of philosophy as to deliver
the sentiments of sects that naturally form themselves in the
world, and entertain different ideas of human life and happiness.
I have glven each of them the name of the philosophical sect, to
which 1t bears the greatest affinity." Ibid., pp. 79-80 n.

loThroughout his treatment of the position which he char-
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curean whlle the latter embodles the contrast between the ulti-

mate degideratum of the Platonist (i.e., "contemplation" or more

generally "perfect tranquility and repose") and the major element
common to the positions of both the Stolec and the Epicurean. More-
over, this eclecticism 1s 1itself a loglcal product of the position
which is outlined at the opening of "The Sceptic"--a position
which perhaps provides the clearest single expression of Hume's
characteristic feeling for the pluralism of human values.

I have long entertained a suspicion, with regard to the
decislons of phllosophers upon all subjlects, and found in my-
self a greater inclination to dispute than assent to their
conclusions. There is one mistake, to which they seem liable,
almost without exception; they confine too much their princi-
ples, and make no account of that vast variety, which nature
has so much affeéted in all her operatlions. .

But 1f ever thls infirmity of philosophers 1s to be sus-
pected on any occaslion, it is in thelir reasonings concerning
human 1life, and the methods of attaining happiness. In that
cage, they are led astray, not only by the narrowness of
their understandings, but by that also of thelr passlons. Al-
most every one has a predominant inclination, to which his
other degires and affections submit, and which governs him,
though, perhaps, with some intervals, throughout the whole
course of his life. It is difficult for him to apprehend
that anything, which appears totally indifferent to him, can
ever give enjoyment to any person, or can possess charms,
which altogether escape his observation. His own pursults
are always, in his account, the most engaging: the objects of
hig passion, the most valuable: and the road, which he pur-
sues, the only one that leads to happilness.

But would these prejudiced reasoners reflect a moment,
there are many obvious instances and arguments, sufficient to
undeceive them, and magke them enlarge thelr maxims and prin-
ciples. Do they not see the vast varlety of lnclinations and
pursults among our specles: where each man seems fully satis-
fied with his own course of 1life, and would esteem 1t the
greatest unhappiness to be confined to that of his neighbour?
Do they not feel in themselves, that what pleases at one time
displeases at another, by the change of the inclination; and
that 1t 1s not in their power, by their utmost efforts to re-
call that taste or appetite, which formerly bestgyed charms
on what now appears indifferent or disagreeable?

acterizes as that of the Stoic Hume accords a central place to the
value of positive striving to overcome difficulty end does not re-
fer to the more usually emphaslzed passive endurance of adversity.

M1pid., pp. 94-95.
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When vliewed in terms of the Platonist-Epicurean and Stoic

dichotomy Hume's standard of happiness, needless to say, is seen
to be far less sympathetic to the former than the latter since it
1s chiefly for its value as an offset to sustained periods of
"liveliness" that complete repose is recognized as significant.
Ags the Eplcurean says to the man of contemplation:
Miserable, but vain mortal! Thy mind be happy within it-
self! With what resources is 1t endowed to f1ll so immense a
void, and supply the place of all thy bodily senses and facul-

tieg? Can thy head subsist without thy other members? 1In
such a situation,
What foolish figure must it make?
Do nothing else but sleep andweke.
Into such a lethargy, or such a melancholy, must thy mind
be pluE%ed, when deprived of foreign occupations and enjoy-
ments.

Although the question is not considered in "Of Refinement
in the Arts," there would likewlse seem to be no doubt that as
between the position of the Stolc and the Epicurean 1t was the
former's emphasis on meaningful striving which Hume regarded as
more ultimately significant for human well being. His position
on the central importance of action, both intrinsically and as a
complement to the enjoyment of "pleasure," is brought out clearly
in the following.

Though the tempers of men be very different, yet we may
gafely pronounce in general, that a life of pleasure cannot
support itself so long as one of business, but is much more
subject to satlety and disgust. The amusements which are the
most durable, have 211 a mixture of application and attention
in them; such as gaming and hunting. And in general, business
and action fill up all the great vacanciles in human life.

And, says the Stolc, in addressing himself to the enlight-

enment of the Epicurean:

121p14., p. 81. 131p14., p. 98.
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In vain do you seek repose from beds of roses: in vain
do you hope for enjoyment from the most deliclous wines and
frulte. Your indolence itself creates disgust. The mind, un-
exerclsed, finds every delight insipid and loathesome; and
ere yet the body, full of noxious humours, feels the torment
of 1ts multiplied diseases, your nobler part is sensible of
the invading polson, and seeks in valn to relieve its anxiety
by new pleasures, which still augment the fatal malady.l4

In light of this 1t is thus not improbable that Humé’is
likewlse presenting his own view of the most important "ingredi-
ent of human happiness" when, in hls general paraphrase of the

Stolc's Weltanschauung, he refers to all forms of disciplined ac-

tlion as but facets of the summum bonum represented by the more

inclusive striving for a more harmonious relationship between hu-
man passions themselves.

Can no particular pleasure be attained without skill; and
can the whole be regulated, without reflection or intelligence,
by the blind guldance of appetite and instinct? Surely then
no mistakes are ever committed in this affair, but every man,
however dissolute and negligent, proceeds in the pursuilt of
happiness with as unerring a motion, as that which the celes-
tial bodies observe, when conducted by the hand of the Al-
mighty, they roll along the ethereal plains. But if mistakes
be often, be inevitably committed, let us consider their
causes; let us welgh their importance; let us inquire for
thelr remedies. When from this we have fixed all the rules
of conduct, we are philosophers. When we have reduced these
rules to practice, we are sages.

Like many subordinate artists, employed to form the sev-
eral wheels and springs of a machine: such are those who ex-
cel in all the particular arts of 1life. He ls the master
workman who puts those several parts together: moves them ac-

M1bid., p. 87. It will also be recalled thet in "Of In-
terest" he asserts that "there is no craving or demand of the hu-
man mind more constant and insatiable than that for exercise and
employment; and this desire seems the foundation of most of our
passions and pursuits." It would seem that Hume's emphasis on
"action," i1s, at least in part, to be ascribed to his belief in
its unusual "liveliness" potential and its capacity consequently
to enliven all other experlences to which 1t might be related.
This 1s evldent in hils statement concerning the gratification de-
rived from action previously cited from the Treatise. See above,
page 44. In this connection see also Treatise, pp. 353, 433-434.
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cording to a Just harmony and proportion: and produceg true
felicilty as the result of thelr conspiring order.

While thou hast such an alluring object in view, shall
that labour and attention, requisite to the attalnment of thy
end, ever seem burdensome and intolerable? Know, that this
labour is the igief ingredient of the feliclty to which thou
aspirest . . .

The level of cultural refinement.--Having considered the'

desirabllity of luxury from the viewpoint of the individual Hume
now seeks to show that the "splrit of industry" which it engen-—
ders is in turn "linked . . . by an indissoluble chain" to the
growth of "knowledge and humanity."

Ample evidence of the flrst correlation, he polnts out,
may be drawn from "experience as well as reason." History clear-
1y showes that "the same age which produces great philosophers and
politicians, renowned generals and poets, usually abounds with

16 Nor is it reasonable to

gkillful weavers and ship-carpenters."
suppose that either of these developments would appear in complete
isolation from the other since observation of human behaviour

would clearly suggest that both arise from the same general "fer-
mentation" of the mind associated with the "spirit of the age."lv
In ages of mechanlcal refinement, consequently, one is likely %o

find that men further "enjoy the privilege of rational creatures,

15Essaxs, p. 86. Itallics in text. 161b1d., p. 160.

17It will be noted that Hume 1s careful to avold implying
any necessary uniformity of seduence in the relatlon between the
growth of the mechanical and the liberal arts. At most 1in a word,
the former is not to be regarded as an indispensable condltion,
but rather as one factor which contributes to the latter. Need-
less to say, this leaves open the question of whether other fac-
tors, perhaps bearing little relation to the development of 1in-
duetry, may not play an even more significant role in producing
the type of "fermentation" conducive to the development of the
liberal arts, not to speak of the various different forms which
this development might assume.
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to think as well as to act, to cultivate the pleasures of the
mind as well as those of the body."18

Through their impact on soclal relations generally the
expansion of both industry and knowledge in turn promote the
growth of a sense of virtue and morality. For as tastes grow
more cultivated and enlightenment proliferates throughout socle-
ty, men are not content "to remain in solitude or live with their
fellow citizens inlthat distant manner, which is peculiar to the
ignorant and barbarous ages," but seek each other out to enjoy
the give and take which springs from the sharing of a common fund
of experience and the sense of belonging to a common soclial tra-
dition. '"They flock into citles; love to receive and communicate
knowledge; to shew thelr wit or theilr breeding; their taste in
conversation or living, in clothes or furniture."l9 However, as
gocial intercourse develops, individuals soon find that their re-
lations prove most gratifying when each contributes to the inter-
ests and wishes of others. "From the very habit of conversing
together and contributing to each other's pleasure and entertain-
ment" 1t 1s impossible, therefore, "but that they must feel an
increase in humanity" and that their "tempers . . . as well as
their behaviour [must] refine apace."

Framed in the more technical language of the Treatise the
relationship drawn between the development of soclal relations

and the growth of morality may be sald to rest upon the operation

191t would seem from this emphasis on the development of
industry and knowledge that Hume underestimated the cohesive
forces prevalent amongst primitive communities.
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of the process of "sympathy." As 1s well known, in Hume's analy-

sls the latter 1s defined as an assoclative mechanism through
which the mind, primarily on the basis of '"resemblance," infuses
the "1dea" of the emotions of others with the "liveliness" in-

20 Here it would appear to

trinsic to the "impression" of '"self."
be operative in a twofold fashion. First, and most generally, as
Hume points out in the Treatise, the evocatlion of a benevolent
response to others depends in large measure on the degree of "vi-
vaclty" of our perception of theilr emotions. Thus pain but weak-
1y sympathized with is likely to produce averslon since the reac-
tion here is conditioned wholly by the disagreeable character of
the passion sympathized with. When sympathy 1s intense, however,
"the conception 1s not confin'd merely to its immediate object,

but diffuses its influence over all the related ldeas, and gives

[one] a lively notion of all the circumstances of that passion,

20Treatise, pp. 317-320. This is but another instance of
the broader principle, already seen in Hume's treatment of "ac-
tion" (see above, p. 129 n.), that all ideas partake of the "live-
liness" of the "impressions" wlth which they are assoclated.
Another 1s Hume's doctrine of "belief" itself which is defined as
"a lively idea related to a present impression.' Ibid., pp. 93,
98, 209. In the literature Hume's Treatise analysis of "sympathy"
has frequently been construed as an attempt to show that benevo-
lent behaviour originates in an egolstic impulse, and this has
been contrasted with his recognition of a native altruism in the
later Enquiry where “sympathyﬁ is not treated as a process but 1s
identified with the passion "benevolence," "humanity," and "fel-
low-feellng." See for example, E. Albee, A History of English
Utilitarianism (London: Swann Sonnenschein and Co., 1902), pp. 95-
96. It seems to this writer that McGilvary's criticism of this
interpretation 1s well taken when he argues that, as presented in
the Treatise, "sympathy" does not make another's emotions my emo-
tions but simply renders my ldea of another's emotion more vivid.
Cf. E. B. McGilvary, "Altrulsm in Hume's Treatise," Philosophical
Review, XII (May, 1903), 272. If benevolence in a word were not
real, no amount of sympathy would serve to induce a concern for
the welfare of others.
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whether past, present or future, possible, probable, or cer-

taln.“21

By entering into another's emotions fully, in a word,
we cannot avold becoming interested in his total welfare. Most
fundamentally the encouragement given "humanity" by the develop-
ment of a more closely knit soclety may thus be traced to its in-
fluence in widening the basis for the association of "self" with
others, hence deepening the sympathetlc process through which we
participate in the immediacy of their experiences.22
Secondly, as Hume recognizes, we also "sympathize with

others in the sentiments they entertain of us."23

Thus, nourished
by a growing concern over our reputation in society, "this con-
stant hablt of surveying ourselves, as it were, in reflection,
keeps alive all the sentiments of right and wrong, and begets, in
noble natures, a certain reverence for themselves as well as oth-

ers, which is the surest guardian of every virtue.“z4

21Treatise, p. 385. It is here that Hume first introduces
the process of '"parallel direction'-—-asg a means of showing how
"strong plty," through a "similarity in general bent and fendency"
necessarily leads to "love."

22As he adds in the Enquiry, "as the benevolent concern
for others 1s diffused, in a greater or less degree over all men,
and 1s the same in all, 1t occurs more frequently in discourse,
and the blame and spprobation, consequent on 1t, are thereby
roused from that lethargy into which they are probably lulled, in
gsolitary and uncultivated nature." Enquiry Concerning the Prin-
clples of Morals, p. 275.

23Treatise, p. 499.

24Enguiry Concerning the Principles of Morals, p. 276. In
so far as 1t calls attention to the moralizing effects of public
opinion Hume's treatment 1s simllar %o Adam Smith's. Cf. his The
Theory of Moral Sentiments, pp. 160 ff. However the doctrine of
"gsympathy" which Smith invokes in his analysis of this phenomenon
differs from Hume's in that it would appear to be more largely of
an egolstic character, that 1s in hls construction, unlike Hume's,
it would seem that our reactlon to an emotlon sympathized with 1s
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In concluding his treatment of the relatlon between com-
merce and . general . refinement Hume acknowledges that the latter
may breed 1ts own set of vices but argues that these are not
likely to be of an order which bears "any proportion" to the ac-
companying advantages. This contention he bases on the general
argument that a refinement on pleasure itself tends to be inimical
to excessive indulgence "because nothing is more destructive to
true pleasure than such excesses." If '"polite" soclety gilves rise
to obnoxlous forms of behaviour, these then sre likely to be far
less offensive than those found in earlier perilods.

One may safely affirm, that the Tartars are oftener gullty
of beastly gluttony, when they feast on their dead horses,
than European courtiers with all their refinements in cookery.
And if libertine love, or even infidelity to the marriage bed,
be more frequent in polite ages, when 1t is often regarded
only as a plece of gallantry; drunkenness, on the other hand,

is much less common: a vice more odious, and more pernicious,
both to mind and body .29

at least to an appreclable degree conditioned by an induced expe-
rience of the same emotion. OCf. for example his 1illustration of
our reaction to the sight of a blow just ready to fall upon the
leg of another. Ibid., p. 6. This part of Smith's analysis
should further be distinguished from his treatment of the influ-
ence of the "lmpartial spectator." While the former rests on a
sympathy with the actual judgments of others the latter emerges
from a sympathy "with what we lmagine ought to be the judgment of
others." 1Ibid., p. 162. Italics mine. Here, in a word, it is
our own natural "love of virtue," or "conscience," which sits in
Judgment on our own behaviour. (For Smith's discussion of the
distinction and relation between these two "spectators" see 1ibid.,
pp. 170 £ff.) For this there is no counterpart in Hume, since
Hume denles that the "love of virtue" is irreducible or that it
can be an original source of virtuous actions (see Treatise, pp.
478-480) and, in line with his general position, seeks to show
that either directly or indirectly =211l moral Jjudgment and actions
influenced by it rest upon considerations of utility.

25Essazs, p. 161l. In support of his unfavorable compari-
gson of intoxication with infidelity he adduces evidence from
classical history. "And in this matter I would appeal, not only
to an Ovid or a Petronious, but to a Seneca or a Cato. We know,
that Caesar, during Cataline's conspiracy, being necessitated to
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The development of the state.--In the final section of

this portion of his analysis Hume considers the influence of re-
finement in the arts on '"publlic life." A%t the outset he calls
attention to the relationéhip between the development of industry
as a "storehouse of labour" and the "power of the state" previ-

26 1f indus-

ously consldered in greater detail in "Of Commerce."
try strengthens the state in 1ts foreign affairs, he contlnues,

the concomitant growth of knowledge, on the other hand, contributes
to the development of a well ordered and stable structure of inter-
nal political relations. For not only is it unlikely that "laws,
order, police, disclpline" will be perfected in an age "before hu-
man reason has refined 1tself by an application to the more vulgar
arts," but as the community grows more sophlsticated 1t 1s in a
position to understand its true interests with greater clarity.
Consequently it is less likely to be swayed by the "superstition"
which so frequently disrupted the governments of more primitive
gocleties. Equally important in this respect is the spirit of po-
litical humanity which likewise springs from the general growth of
enlightenment. For, as insight into political relations deepens,
governments begin to perceive that "rigour and severity" inevitably
make for intransigence and rebellion and that the cause of politi-
cal harmony 1s more effectively advanced by the exercise of "mild-

ness and moderation' in the treatment of subjects. As this "soft-

put into Cato's hands a billet doux, which discovered an intrigue
with Servilia, Cato's own sister, that stern philosopher threw it
back to him with indignatlon; and, in the bitterness of his wrath,
gave him the appelation of drunkard, as a term more opprobrious
than that with which he could more justly have reproached him."
Ibid.

26

See above, pp. 25 ff.
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ens tempers" generally 1t consequently encourages that spirit of

compromise without which all government ultimately deteriorates
into undisciplined and warring faction.27
In conclusion he then considers the oft repeated charge--
drawn primarily from the experience of Rome--that luxury, by en-
couraging venality, inevitably corrupts government and destroys
political liberty. This he finds oblectionable on two major
counts. First, on the principle of the relativity of value, he
disputes the relation drawn between luxury and greed. "The value
which all men put upon any particular pleasure, depends on com-
parison and experience; nor 1is a porter less greedy of money,
which he spends on bacon and brandy, then a courtier, who pur-
chages champagne and ortolans." On the contrary, as they "always
purchase pleasures such as men are accustomed to and desire,"
riches are unlversally valued, and, as nothing but a "sense of
honour and virtue" can check the "love of money," it is rather in
reriods of refinement that greed is likely to be least pronounced.
It is evident that this argument conflicts with the remainder of
Hume's analysis. In virtue of the acknowledged effect of trade
on the desire for the pleasures of consumption and/or the desire
for gain, there would seem to be every basis for supposing that
the development of economic activity intensifies an interest in
materlal wealth. No less incongruous in its change of perspective

18 the supposition, apparent in the use of the relativity princi-

27Essaxs, p. 162. As a further consequence of the growth
of humanlity "even foreign wars," he adds, "abate of theilr cruelty;
and after the field of battle, where honour and interest steel men
against compassion, as well ag fear, the combatants divest them-
selveg of the brute, and resume the man." Ibid., p. 162.
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ple, that comparlsons of deslres for "particular" pleasures in

any glven time perlod can provide a substantlal basis for infer-
ences concerning the relative importance of the desire for wealth
as a whole in different time perlods.

Secondly, in a penetrating plece of historical analysis
he calls attention to the relation between the evolutlon of the
class structure of a commercial economy, or the development of
economic individualism, and the growth of political liberty. Here
perhaps 1%t is again best to quote Hume's own account.

In rude unpolished nations, where the arts are neglected,
all labour is bestowed on the cultivation of the ground; and
the whole society 1is divided into two classes, proprietors of
land, and thelr vassals or tenants. The latter are necessari-
ly dependent, and fitted for slavery and subjectlion. . . .

The former naturally erect themselves into petty tyrants; and
must either submit to an absolute master, for the sake of
peace and order; or if they wlll preserve their independency,
like the ancient barons, they must fall into feuds and con-
tests among themselves, and throw the whole soclety into such
confuslon, as 1s perhaps worse than the most despotic govern-
ment. But where luxury nourishes commerce and industry, the
peasants, by a proper cultivation of land, become rich and
independent: whlle the tradesmen and merchants acquire a share
of the property, and draw authorlity and consideration to that
middling rank of men, who are the best and firmest basis of
public liberty. These submit not to slavery, like the peas-
ants, from poverty and meanness of spirit; and having no hopes
of tyrannizing over others, like the barons, they are not
tempted, for the sake of that gratification, to submi% to the
tyranny of thelr soverelgn. They covet equal laws, which may
gecure their property, and preserve them from monarchical, as
well as aristocratical tyranny.

The lower house 1s the support of our popular government;
and all the world acknowledges, that it owed its chlef influ-
ence and conslderation to the increase of commerce, which
threw such a balance of property into the hands of the Com-
mons. How inconslstent, then is 1t to blame so violently a
refinement in the arts, geto represent it as the bane of
liberty and public spirit

28Ib1d., pp. 164-165. As 1s well known, Hume's writings
on political theory and politice are extensive and appear in the
Treatise, the Endquiry, various of the essays as well as the His-
tory of England. Perhaps the main theme which runs through most
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II. Viclous Luxury

Ag will be recalled, Hume's second proposition is of a

of these 1s the concern over preserving the proper balance be-
tween "llberty and authority" as a means of malntaining political
stability. It would seem clear that Hume believed such stability
could not be achleved through a fully popular government but re-
quired some, though a limited, measure of authority vested in a
crown. (See "Of the Liberty of the Press," Egsays, p. 11,

"Whether the British Government Inclines More %o Absolute Mon-
archy, or to a Republic," ibid., p. 31.) Moreover, although he
defended the right of revolution in extreme cases, he was gener-
ally susplclous of sudden and radical changes ("I shall always

be more fond of promoting moderation than zeal." Ibid., p. 20.)
and consequently, as already seen in part in "Of Public Credit "
he was not unsympathetlc to the force of tradition and custom as
embodied in the continuity of some hereditary rights. His ap-
proval of monarchy, exhibited in his endorsement of the Restora-
tion, and his outspoken criticism of the excesses of the Cromwel-
lian government brought the charge of Tory from many of his con-
temporaries, although I bellieve that a careful reading of his

many remarks on this in the History of England as well as several
of hls essays clearly show that Hume carefully and deliberately
sought to maintain a position which recognized the desirability

of an appreclable measure of parliamentary control as well as the
necesslty for "authority." For a further discussion of this ques-
tion see Ernest C. Mossner, "Was Hume a Tory Historian?" Journal
of the History of lIdeas, 1T (April, 1941), 225-236; and Marjorie
Grene, "Hume: Sceptic and Tory?" Journal of the History of Ideas,
IV (June, 1943), 333-348. Although differing somewhat 1in the em-
phasgis given the various elements in Hume's writings, both concur
in rejecting the view that Hume was a "Tory," if this is construed
to imply support for absolute monarchy. Although agreeing in part
with H. H. Price who had asserted that Hume, like most great
elghteenth century thinkers, belonged essentially to "a large non-
party liberal tradition," Mossner calls attention to Hume's under-
lying scepticism with regard to the full practicabllity of the
"liberal" view and concludes that Hume was likewise sympathetic

to "what may be called the large, non-party, conservative tradi-
tion," or that he belonged to both the Tory and Whig camps. Mar-
Jorie Grene accords a somewhat greater weight to the authoritarian
elements in Hume (which on this score she contrasts with Locke's
position), but points out that if Hume may be said to have been a
Tory this was true only in the sense in which Hume himself defined
this term in his essay "Of the Parties of Great Britain." As Hume
states in this latter essay: "A TORY . . . since the revolution,
may be defined in a few words, to be a lover of monarchy, though
without abandoning liberty; and s partizan of the family of Stu-
art." Likewlse combining both elements in his definition of a
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twofold character: (1) in opposition to the "libertine" view he

seeks to show that when luxury ceases to be innocent it must be
recognized as soclally undesirable but (2) that even ih its vi-
cious form it is "a quality . . . perhaps not the most perniclous
to political soclety."

Most generally his first polint 1ls addressed to that spe-
cies of the libertine position represented by the "private vices
public benefits" paradox of The Fable of the Bees and more par-
ticularly to the supporting argument that excessive indulgence in
luxury is praiseworthy because it stimulates employment. In crit-
icism of this argument Hume again calls attentlon to the grounds
on which luxury 1s deemed viclous, "A gratification is only vi-
cious, when i1t engrosses all a man's expense, and leaves no abil-
1ty for such acts of duty and generosity as are requlred by his
sltuation and fortune." As the vicilous element inheres not in
the magnitude of the expenditure but in the character of its pat-
tern, he continues, this form of behaviour is thus properly to be
regarded as perniclious from the viewpoint of soclety as well; for
1ts rectification in conformlity with the approprlate moral stand-
ard would produce a more equltable use of the nation's resources
while leaving the volume of employment unaffected.

Suppose that he correct the vice, and employ part of his ex-
pense in the education of his children, in the support of his
friends, and in relieving the poor; would any prejudice re-
sult %o soclety? On the contrary, the same consumption would
arlse; and that labour, which at present, 1g employed only

in producing a slender gratification to one man, would re-
lieve the necesslitous, and bestow satisfaction on hundreds.

Whig, he states that "a WHIG may be defined to be & lover of lib-
erty, though without renouncing monarchy: end a friend to the set-
tlement in the Protestant line." Egsays, p. 44.
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The same care and toll that raise a dish of pease at Christ-—
mas, would give bread to a whole family during six months.<

At most therefore the favourable employment effects of overindul-
gence warrant treating this form of behaviour as a vice which
partlally neutralizeg the influence of "some other defect in hu-
man nature, such as indolence, selfishness, inattentlon to others
. 88 one polson may be an antidote to another. But virtue,
like wholesome food, is better than poisons, however corrected."so
After pointing out more generally that the greater part
of human misery obviously springs from some vice, he then refers
more pointedly to Mandeville's argument.

Is it not very inconsistent for an author to assert in
one page, that moral distinctions are the inventions of poli-
ticians for public interest; and in the next page maintain,
that vice 1s advantageous to the public. And indeed 1t seems
upon any system of morality, little less than a contradiction
in terms, t% talk of a vice, which is in generel beneficlal
to soclety. 1

As would seem apparent from the latter portion of this

passage as well as from other parts of his argument, Hume does
not perceive the tongue in Mandeville's cheek, or, as Kaye has so

effectively shown,52

that the Fable deliberately employs the ve-
hicle of contradiction as a means of exposing the weaknesses of

the '"rigoristic" morality and the need for a revision of ethical
theory along utilitarian lines. Obviously, however, this blunts
the edge of Hume's general criticlem only partially. For as the

Fable indiscriminately treated all indulgence in luxury as a so-

clal blessing, its positive aspects—-when conslidered as an argu-

31

=9 30 Ibid.

Ibid., pp. 165-166. Ibid.

Sch. Kaye introduction to Mandeville, op. cit.
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ment for utilitarianlism--suffered in large measure from the same

lacuna as the school of morality which it attacked, that 1is, it
allowed no grounds upon which even the avowed utlilitarian could
regard luxury as "privately" viclous without facing the same

33 In clarifying the basls of the dis-

"paradox" as the churchman.
tinction between vicious and innocent luxury and drawing the rele-
vant welfare implications Hume thus re-establishes the full le-
gitimacy of discriminative moral judgment within the framework of
the utilitarian ethic.

Distinguishing between the morally desirable and the prac-
tically expedient, he then argues, chiefly on the basis of his
treatment of the first proposition, that as between accepting lux-
ury in 1its vicious form or abandoning 1t completely the former is
the lesser of the two evils.

For whatever may be the consequence of such a miraculous
transformation of menkind, as would endow them wlth every spe-
cies of virtue, and free them from every species of vice; this
concerns not the magistrate, who aims only at possibilities.
He cannot cure every vice by substituting a virtue in its
place. Very often he can only cure one vice by another; and
in that csase, he ought to prefer whet is least pernicious to
soclety. Luxury, when excessive, 1s the source of many ills;
but is in general preferable to sloth and i1dleness, which
would commonly succeed in 1lts place4 and are more hurtful to
private persons and to the public.3
Concluding Remarks
Viewed as a whole perhaps the principal shortcoming of

Hume's economic philosophy may be sald to lie 1n 1its treatment of

SSIndeed, since, unlike the true cleric, the utilitarian
cannot disclaim all interest in mundane considerations, 1t is his
position primarily which, in terms of theoretical consistency, 1is
undermined by the Mandeville type of argument.

34Essaxs, p. 167.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



142
pre-commercilal socleties. Reflecting a view more or less gener-

ally characteristic of his period, and which is attributable in
large measure to 1ts relatively undeveloped state of cultural his-
tory, he often regards these socletlies as thoroughly "barbaric,"
and on the whole neither their value structures nor their forms
of behaviour are considered on their own terms. Thils neglect is
éspecially congplcuous in Hume's treatment of the relationship be-
tween economic activity and the happiness of the individual, as
here he employs the hypothetical supposition that in the absence
of luxury man becomes "1ndolent."55
In the main, however, there can be 1little doubt thst
Hume's treatment represents one of the most thorough eighteenth
century statements of the social philosophy of an individualistic
goclety. Its standard of human happiness, especisally when consid-
ered in the light of his earller essays concerning this question,
1s notably penetrating both in the degree to which it captures
the spirit of the age of "liberal capitalism" and the terms in
which 1t provides a moral Justification for its characteristic

pattern of economic behaviour.36 Perhaps most significant for a

55A1‘chough one may find fault with Hume's economic phi-
losophy on the ground that it perhaps fsailled to give adeguate at-
tention %o the "many evile" of a commercial soclety, in light of
his treatment of the moral and intellectusl influences of such a
soclety it 1s hardly Jjust, however, to asgsert, as does Lechartier,
that Hume tended to gilve exclusive emphasis to the accumulation
of wealth as such and to imply that he did not recognize that
"l'homme eet plus importent que la richesse." G. Lechartier,
David Hume, Morsliste et Soclologue (Peris: Ancienne Libraire
Germer Ballliere, 1900), p. 235.

36In this Hume contrasts egpeclally wlth Shaftesbury,
Hutcheson and Smith. Apart from thelir general conviction that
luxury contributed 1little if anything to human well being, both
the former regarded its pursult as inherently self-defeating on
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free soclety 1ls the bProad measure of tolerance reflected in the

pluralism of its values and its recognition that a striving to

realize one's own potentialities 1s 1ltself a prime desideratum.57

Likewise noteworthy 1s the menner in which Hume relates
economic development to other aspects of soclal behaviour. 1In

the literature much attentlion has been given Adam Smith's recog-

38

nition of the soclal origins of a senee of morality. As ob-

the ground that the desire for lmproved scales of living inevita-
bly continues to expand along with their attalnment. See Earl of
Shaftesbury, Characteristicks (London: J. Baskerville, 1773) and
F. Hutchison, An Essay on the Nature and Conduct of the Passions
and Affectiong (London: A. Ward, 1742). And, expressing a simi-
lar view (to the vexation of those who have sought to find a gys-
tematic relationship between his economics and his moral theory),
Adam Smith later argued that luxury does not yield true feliclty
because 1t serves only to satisfy the desire for ostentation and
the shallow passions of vanity and pride. 8See hls The Theory of
Moral Sentiments, esp. I, 146 ff., and 463 ff.

57Amongst the more recent writings in economic philosophy
David McCord Wright's Democracy and Progress (New York: The Mac-
millan Co., 1948), although tracing its position speciflcally to
Whitehead, i1s, like Frank Knight's, substantially similar to
Hume's in the standard of individual well being which ls employed
throughout its argument. To cite but one of several relevant
statements: "The philosophy of life which the writer belleves to
be the most fundamentally democratic and the one hitherto most
congenial to the modern man, 1s the phillosophy of the artist--the
searcher. The nineteenth century 'utility calculus' slurred over
most of the important things of life. Man is not merely a con-
suming machine. Nor for that matter is he merely a contemplating
one. Ag Thomag Wolfe put 1t: 'I suppose llke so many other boys
I plctured a future 1life of brilliant works crowned by success
and feme and eage, and gurcease from labor; but it does not work

out that way at all. . . . As far as I am concerned there is no
life without work--at least, looking over my own, everything I
can remember of any value 1s somehow tied up with work.' This 1s

an extreme statement. Yet our dilemma 1s that if we make men
free they become creative, and if they become creative they are
apt to create trouble for themselves." Ibid., p. 197.

583ee J. H. Tufts, "The Individual and His Relation to
Soclety as Reflected in the Britieh Ethics of the 18th Century,"
Pasychological Review, VI (May, 1904), esp. pp. 49-50, and Glenn
R. Morrow, "Adam Smith: Moralist and Philosopher," in Adam Smith,
1776-1926, esp. pp. 175 ff.
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served, Hume's analysls contalns essentially the same doctrine.

With respect to its treatment of the influence of the growth of
commerce and industry on the development of the state, in which
the economic and politlical aspects of individualism are jJoined,
Smith himself acknowledges a debt to Hume. Referring to this in
The Wealth of Nations, he asserts that "this, though it has been

the least observed, 1s by far the most important of all their ef-
fects. Mr. Hume is the only writer who, so far as I know, has

hitherto taken notice of 1t."39

Thie essentially organic charac-
ter of Hume's approach to human experience, previously observed
in his economic psychology as well as in portions of hls politi-
cal economy, has likewlise been remarked in the general literature.
Sabine states that "there would seem to be no doubt . . . that
Hume contributed to the hlstorical method a more adequate concep-
tion of . . . the organic structure of soclety than was generally

w40

prevalent among hisg contemporaries. And as Espinas points out

394. Smith, The Wealth of Nations, pp. 181-182.

4OSabine, op. cit., p. 256. BSabine emphaslzes that the
recognitlion of an organic social structure impllies an awareness
of the "unity" and "continulty" of social relations. However,
neither he nor the others who have referred to this aspect of
Hume's thought have observed that in large measure this 1s a prod-
uct of Hume's understanding of the organic nature of individual
experience. In Sabine's own treatment, for example, exclusive em-
phasls 1s given Hume's awareness that soclety 1s something more
than "an agglomeration of individuals living in the same tlime and
place but still essentlally separate and distinet in interest,
and only superficially affected by the community in which it
lived." 1Ibid., p. 18. This provides a basis for understanding
the "unity" of soclal relations; an understanding of their "con-
tinuity" further requires an appreciation of the continuum of re-
lations in human nature which conditions the responses of the
individuals of which the soclety is composed. Beyond Hume's eco-
nomic psychology the importance of this awareness of the "unity!'
and "continulty" of individual behaviour is evident in the many
relations, drawn in the Treatise as well as in the Essays.
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with more specific reference to Hume's economic thought:

I1 étudie 1le développement des sociétés dans son ensemble
comme un tout concret et organique. Il ne separe Jamals la
production de la richesse des autres fonctions soclales et
considere le developpement de la prosperite économique comme
11é dans chaque société par des rapports nécessalres au
progres des connalssanges, des arts et des institufions poli-
tiques. Pour la premiere fols les affinités de 1'Economie

avec la science socialz sont entrevues. Adam Smith profitera
de ces vues nouvelles.%l

It merits emphasis, finally, that Hume's treatment of %the
philosophical aspects of utilitarianism 1s generally recognized
ag one of the most thorough and consistently elaborated state-
ments of this position in the moral literature of the period.
When this 1s considered together with its applications in this

economic philosophy and in other of his writings,42

Hume may per-
haps be sald to be the most notable precursor of the highly sys-
tematic school of soclal philosophy later to emerge in the period

of Bentham and the two Mills.

4Ly Espinas Histolre des Doctrines Economiques (Paris:

A. Colin, 1891), p. 260,
4ZOf 1ts many other applications perhaps the most signifi-

cant appears in his treatment of the development of "justice."

S8ee Treatlse, pp. 484 ff., and Enquiry Concerning the Principles

of Morals, pp. 15 ff.
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CHAPTER VI

CONCLUSION

In her Man and Soclety Gladys Bryson observes that the

soclal thought of the eighteenth century "was systematic thought,
the strands of which can never be pulled apart without losing
their meaning, but any strand of which can lead at once into oth-
ers of the fabric."l As hasg been seen, when viewed in relation

to 1ts "capital or center" as outlined in the Treatise, this is
strikingly true of Hume's economic thought. The basis of its
methodology is found in his study of the human understanding. Its
peychology 1s drawn from his analysis of the passions. Its norma-
tive phases rest on his treatment of ethics. To a substantial de-
gree the whole, moreover, finds its continulty in a "natural his-
tory of the rise and progress of commerce." Indeed, if the gen-
eral device of natural history "represents not some curious aber-
ratlion of thought but a most serious effort to lay the foundations

for a strictly sclentiflic approach to man"2 Hume's Political Dig-

courses may properly be viewed as one of the fullest embodiments

of the method and purpose of thils type of historiography.
Needless to say, when viewed on the contemporary scene

these broader dimensions of Hume's economic thought appear espe-

clally significant. Owing primarily to the protracted depresslon

2

lBryson, op. cit., p. 244. Teggart, op. cit., p. 87.

146
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of the thirtles as well as the international impact of the war,

the study of economic development, long a subsidiary department
of economic analysls, has begun to attract more attention than it
perhaps has ever recelved, and thls has renewed interest in a
large number of varliables of a psychologlcal and sociological
character.5 Similarly the relatively rapid rate of institutionsal
change and the symptoms of an accompenying change in values, or,
perhaps more accurately, the general confuslon regarding values,
have mooted many fundamental issues of an ethical nature, and 1t
is becoming increasingly difficult for the economist to 1limit
himself to the more purely analytical and positivistic aspects

4 If the economics of the future devotes greater

of his fileld.
attention to the "slovenly literary borderland' between the vari-

oug soclal scilences, as Boulding anticipates,5 it will undoubtedly

5In thlis connection see the recent preliminary study by
the Universities National Bureau Committee on Economic Research,
Problems in the Study of Economic Growth (New York: National Bu-
| reau of Economlc Research, 1949), esp. J. M. Clark{ "Common and
Disparate Elements in National Growth and Decline," pp. 33 ff.,
and J. J. Spengler, "Theories of Socio-Economic Growth," pp.47 ff.

4Within the last few years the revived interest in eco-

nomic philosophy, occasioned primarily by the vexing "freedom
versus planning and security issue," has produced a large number
of works. Those by economists, following the position of F. H.
Knight, are generally based on the tradition of individualism in
its more classical statement. Amongst the more recent represen-
tatives of this vliew are Henry Simons, Economic Policy for a Free
Society (Chicago: The University of Chicago Press, 1948), F.
Hayek, Road to Serfdom (Chicago: The University of Chicago Press,
1944), and his more scholarly Individualism and Economic Order
(Chicago: The University of Chicago Press, 1948), and David McCord
Wright, Democracy and Progress. No less sober, but characteristi-
cally conceding more to the potentialitlies of new forms of behav-
iour is J. M. Clark's Alternative to Serfdom (New York: A. A.
Knopf, 1948). In this connection see also the review article by

O. H. Taylor, "The Economice of a 'Free' Soclety: Four Essays,"
The Quarterly Journal of Economiceg, LXII (November, 1948), 64L.

5Kenne‘bh Boulding, "Samuelson's Foundstionsg: The Role of
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employ many categories strange to the elghteenth century universe

of discourse. Amongst the many forerunners of this more inte-
grated approach, however, 1t 1s not likely to find many whose ex-
plorations of this "borderland" will prove as fruitful and pene-
trating as Hume's attempt to assimilate economics and "politics"

in general to a comprehensive science of human experience.

Hume's Economic Thought in the Literature
Although most studles of Hume's economics do not consider
its relationship to his philosophy, some of the more general as-
pects of his economic thought dealt with in this study have been
considered, with varying degrees of adequacy, by a few observers.
One of the broadest statements of this kind appears in Hasbach
who makes some extended references to Hume in the course of his

Untersuchuungen Uber Adam Smith. Hasbach observes that Hume

"sought to provide a psychological basls for this kind of sci-
ence."6 In his view, however, Hume was in this respect a signal
fallure. It 1s true, he acknowledges, that Hume provided "an
eanalysis of economic life constructed out of the inner selves of
men, out of their drives, urges, customs and habits," but this,
he argues, afforded him no basis for the "establishment of eco-

nomic laws." l

Mathematics in Economics," The Journal of Political Economy, LVI
(June, 1948), 199.

6". er der Wissenschaft ein psychologisches Fundament
zu geben bestrebt war." W. Hasbach, Untersuchuungen Uber Adam
Smith (Leipsig: Dunker and Humblot, 1891), p. 318.

V"Was also Hume den Freund lehren konnte, das war nich
die Aufstellung von Gesetzen der Volkswirtschaft, sondern die
Erklérung des Wirtschaftslebens, aus dem Innern der Menschen
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A statement of this kind would logically requlre a de-

talled analysis of the actual content of Hume's economic essays.
Hasbach, however, relles almost exclusively on general statements
by Hume pertaining to the feasibility of arriving at laws in the
field of political relations. In no part of his suppérting argu-
ment, moreover, does he exhibit an understanding of the spirit or
substance of Hume's doctrine. 1In his treatment of Hume's general
statements on methodology, for example, the positive aspects are
ignored as is the context from which these statements are taken.
The importance of negative or modifying clauses, on the other
hand, 1is grossly inflated whille virtually no indication is given
of an acdqualntance with elther Hume's general methodological
principles or their applicatlons to economics.

To i1llustrate, Hasbach cites the following from the essay
"That Politics May Be Reduced to a Science." "So great igs the
force of laws, and of particular forms of government, and so 1lit-
tle dependence have they on the humours and tempers of men, that
consequences almost as general and certain may sometimes be de-
duced from them, as any which the mathematical sclences will af-
ford us." In light of the preceding analysis it is obvious that
Hume 1s drawing attention to mass behaviour as furnishing the
basis for highly certain generalizations in the field of politics.
Hasbach, however, finds a singular signiflcance in the dualifylng
word "sometimes." "One would like to believe that Hume was on
the best road to a purely 'exact' method. But then there appears

the word 'sometimes' 1n between and his deeds prove the opposite

Heraus, aus ihren Trieben, Beglerden, Gewehnheiten und Sitten."
Ibid., p. 367.
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8 That Ausbach should take this position is espe-

of his words.!
clally incomprehenslble in view of the fact that the bulk of the
essay 1n question, as lts title indicates, is devoted to demon-
strating the types of invarliant sequences which one finds in the
area of political relations. '

Subsequently he refers to Hume's statement that "all gen-
eral maxims in politics ought to be established with the greatest
caution." To be sure Hume was aware of the menifold pitfalls in
arriving at valid uniformitlies—-—-a sceptlicism which i1s to hils
credit as an emplricist and as a moral scientist who sought %o
glve due welght to the wide variability of human behaviour. In
Hasbach's view, however, this indicated that "Hume was filled with
susplclon agalnst generalizations in politics" or, presumadbly,
that he believed that painstaking analysls would be unavailing
throughout the whole field of inquiry. In seeking further to show
how profound were Hume's "suspicions" he then calls attention to
his awareness of the differences between individuals. Citing
Hume's assertion "How nearly equal all men are in thelr bodily
force and even in theilr mental powers till cultivated by educa-
tion" he points out that Hume "knows, after all, that all men, as
similar as their avarice might be, still do not understand their
interests 1n the same way and that education differentiates men

who are by origin rather similar."9 Cont rary to the implications

8“Man méchte glauben, Hume wédre auf dem besten Wege siner
rein 'exakten' Methode, aber da kommt ihn das 'sometimes' daz-
wischen und seine Thaten betweisen das Gegenteil seilner Worte."
Ibid., p. 365.

Qugr welss eben, dass alle Menschen, se gleich auch ihre
Selbstsucht sein mag, doch ihr Interesse nich gleichméssig ver-
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of Hasbach's argument, this statement does not appear in a con-

text in which the heterogeneity of behaviour is held to preclude

the framing of 1aws.10

Needless to say, moreover, 1t cannot so
be construed without discarding (1) Hume's belief in the univer-
sality of the principles of human nature and (2) his conviction
that in certain realms of behaviour--"politics" perhaps above
all--the passions in play are of a common character.

In his consideration of exemplifying material from Hume's
political economy Hasgbach confines himself chiefly to the essay
"Of Taxes." In this connection he argues that, since Hume' 8
analyslis falls to show "infalllbly" how a tax will be shifted and
precisely on whom it will fall, his treatment does not represent
the "exact method."11 Ag the problem of shifting and incidence
gtill defies a fully determinate solution, the excluslve attention
given this part of Hume's political economy to the neglect of
other more "exact" laws is an obvious distortion. It is apparent,
however, that Hasbach's most basic error lies in a misunderstand-
ing of Hume's economic psychology. As he states toward the end

of his analysis, beyond that portion of Hume's treatment which

gstehen und dass die Erxiehung die ursprilinglich ziemlich &hnlichen
Menschen differenziert." Ibid., p. 366.

1OIt appears in the essay "Of the Original Contract" where
it 1s introduced for the totally different purpose of demonstrat-
ing that, as all men were initially of equal capacity, submission
to political authority must originally have been by voluntary con-

sent.

l1"Se1bst dort, wo er dle starksten Anléufe mach, zerinnt
ihm dag Werk unter den Hénden, wie aus selnem Kapital Uber die
Steuern zu ersehen 1st. Welches i1st die Wirkung elner Konsum-
tionstteuer aug Gegenstidnde des Volksverbrauchs? Nach Hume hat
gle nich eine unfehlbare Wirkung, sie kann drei Wirkungen haben.'
Ibid., p. 364.
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1s similar to Mandeville's "the recognition of "avarice") he can

find nothing but a tissue of “commonplaces.“12

As the more com-
plex psychology underlying Hume's political economy escapes him
completely 1% i1s not quite so surprising that he should conclude
that Hume did not make a "deductive use of his fundemental psy-
chological views."l3
A further study bearing upon the general characteristics
of Hume's economic thought 1s contained in Ingram's history of
doctrinal development. Though his treatment is brief, Ingram
seems to have sensed an underlying unity of purpose and method in
the economic essays.
The most important of these are those on Commerce, on
Money, on Interest and on the Balance of Trade. Yet these
should not be separated from the rest, for, notwithstanding
the unconnected form of these little treatises, there runs
through them a profound unity of thought, so that thiz in-
deed comprise in a certain sense an economic system.
And subsequently, in summary, he adds:
The characteristics of Hume which are most important in

the history of economic investigation, are (1) his practice
of bringing economic facts into connection with all the

12Ebenaowenig hat er das Arbeitsprincep [Avarice] irgendwo
methodisch verwandt, wenn man nicht Gemeinplétze flir grosse Wahr-
heiten hielt." Ibid., p. 366. 1In one place he notes Hume's ref-
erence to the desire for action but dismisses it with the asser-
tion that it represents a contradictory element in his analysis.
This contention he bases on Hume's statement in "Of Commerce" that
in the absence of luxury man becomes indolent. Ibid., p. 63. His
error here 1is obvious; that 1s, falling to perceive that Hume
treats wealth as an instrumental as well as a true end, he con-
strues this statement as implying that man can be induced to work
only for the pleasures of consumptlion, or that he natively prefers
idleness.

13"Macht Hume von seiner psychologlschen Grundanschauungen
einen deduktiven Gebrauch? Nein." Ibld., p. 365.

45, K. Ingram, A History of Political Economy (London:
A. and C. Black, 1915), p. 82.
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weilghty interests of soclal and political life, and (2) his
tendency to introduce the historical spirit into the study of
these facts. He admirably illustrates the mutual action of
the several branches of "industry, and in the influences of
progress in the arts of production and in commerce on general
cilvilization exhibits the striking contrasts of the anclent
and modern systems of life, and considers almost every phe-
nomenon which comes under discussion in 1{g relatlions to the
contemporary stage of soclal development.

These lmportant insights, however, are nowhere related to
other aspects of Hume's thought. Moreover, as they are presented
apart from a detalled consideration of the content of the economic
analysis, 1t 1s not shown how they serve to unify Hume's treatment
or in what sense these essays constitute "an economic system."

Another study worthy of note in this connection is found
in Bonar's analysis of the general relations between philosophy
and political economy. In contrast to Hasbach, Bonar emphasilzes
Hume'!s bellef in the "possibility of a sclence of economics."16
Moreover, he stresses the central significance of Hume's histori-
cal perspective as well as the relationshlip of his laws to a con-
cept of human nature.

We see, therefore, that Hume recognized how much the his-~
torical conditione of a casge affect the working of economical
principles. He never indeed deliberately detaches the two.
Still even in regard to such a 'historical'! category as the
rate of lnterest on loans hls language would imply that,
given the combination of eclrcumstances describfg human nature
would always show 1tsgelf in much the same way.

Thls point, however, 1s elaborated in a limitedframe of

reference--primarily, as noted, in connection with Hume's inter-

est theory. Moreover, Bonar neglects to consider the economic

191p14., p. e4.

16J. Bonar, Philosophy and Political Economy in Some of

Thelr Historical Relations, p. 105.

171p14., p. 121.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



154
psychology on which this portion of the political economy rests,

and, as in the case of Ingram, he does not recognlze that Hume's
treatment is part of a general psychologlcal analysls of the de-
velopment of economic activity. Throughout the essays there ap-
pear but two references to Hume's treatment of economic motiva-
tlon. In the first he calls attention to Hume's awereness that
"wealth must not include merely a few fixed and simple elements;

18 In the sec-

1t must embrace luxuries as well as necessities."
ond he quotes Hume's reference to "action, pleasure and indolence"
ag the three ingredlents of human happlness but does not comment

on any part of this statement.lg

Bonar himself acknowledges, how-
ever, that a definitive study of Hume's economlc thought requires
a more detalled examlnation of hils philosophy than he had pre-
sented.
To be quite thorough, the phllosopher who was examining the
assumptions made by the political economist would need to go
back to the whole theory of knowledge and human experience in
general. We should need, for example, in this case to examine
Hume's doctrine of the genesls %8 our experience from impres-
glons and 1ldeas by assoclation.
Of all the studies in the literature the one which most
fully grasps the importance of history in Hume's economic thought

is Schatz's L'Oeuvre Economique de David Hume. Although Schatz

does not conslder the general relationship between politics as a
"moral gcience" and the perepective underlying Hume's philosophy
as a whole and consequently does not perceive the role of "natu-
ral history" in what has here been termed Hume's "science of human

experience," he recognizes that the various references to the

19 2

18 MQ': p‘ 112' OM., pc 111.

Ibid., p. 107.
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growth of industry which appear in the economlc essays are parts

of a more general framework of historical analysis and draws these
together into an organized treatment of the development of eco-
nomlc relations. However, in contrast to this study, which has
emphasized the central significance of economic psychology within
thie framework, Schatz links the latter to Book III, Part II of
the Treatise where Hume considers the development of soclety from
its origins in the family unit. Jolning to this Hume's references
to the various classes which characterize the different levels of
economic development, he then presents a separate analysis of the
class structure of the commercial econc:my.z1

Ag Schatz does not recognize that qua "natural history"
the account finds 1ts nucleus in Hume's analysis of the passions,
Hume's treatment of economic motivation 1s accorded but passing
attention and, subordinated to the other and relatively more ex-
ternal agpects of Hume's treatment of economic development, both
the nature of the specific "causes of labour" and their interre-
lationshipsare overlooked. The desires for activlity and for gain,
for example, are mentioned only in passlng.gz the desire for live-
liness is not recognized at all, while, perhaps most significant-
ly, no general relationship is drawn between the various psycho-
logical references which appear in the different essays.

Primarily becauge of thle Schatz falls to perceive the

full measure of continuity between the different aspects of Hume's

21This and the preceding discussion are presented under
the chapter titles "La Société Economique" and "Les Classes So-
clales." See Schatz, op. cit., pp. 60 ff.

2236 1bid., p. 30.
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economic thought. Although he neglecte to distinguish between
the short and long run phases of Hume's political economy and com-
monly faile to show thelr relations within particular arguments,28
Schatz recognizes that most of the essays "fournissent [Hume]
l'occasion de préciser 1'idéal social que 1'homme doit proposer a

24 unhich, as he indicates in his analysis of the va-

son activité"
rious essays, 1ls represented by the development of a commercial
and industrial economy. However, in his treatment of Hume's the-
ory of shifting and incildence, for example, he disregards the na-
ture of the passions which are implicit in the analysis;25 his
reference to Hume's dlscussion of the relationship between luxury
and the happiness of the individual, contained in a brief para-
phrase, falls to make clear the character of the standards of hu-

6

man well belng which Hume 1s here employing;z and, most conspilcu-

ously, his analysls of Hume's interest theory overlooks the psy-
chological growth process through which the development of a com-
mercial economy induces increased saving. Owing to this he 1ie
led to conclude that "sur la formation du capital, Hume n'expose

27 1In a word, while Schatz's

pas non plus une théorie compléte."
study is dlstinguished for its understanding of the role of his-

tory in Hume's economic thought, his treatment of this theme suf-
fers from a fallure to percelve the essentlal explanatory princi-

ple upon which Hume's historical analysls rests.

zssee especlally his treatment of the first observation in
"Of Money," ibid., pp. 180-182, and of Hume's doctrines on free
trade, pp. 147-150.

24Ip1a., p. 195. 2%1bid., pp. 218-219.
261p1d., p. 159. 271bid., pp. 189-190.
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In general, although Hume's economlc essays have fre-

28 the

quently been remarked for theilr émphasis on psychology,
treatments accorded this aspect of his economlc thought have like-
wise been of an ad hoc and cursory character and have overlooked
the significance of the greater part of his contribution in this
field. As in Bonar's and Schatz's analysis, occaslonal references
to various of 1ts elemente are found in several studles. Typical-
ly these appear in summaries of his interest theory and wholly
apart from any general evaluation which would serve to draw at-
tention to its distinctive character qua economic psychology.29
Rather, in appraising Hume's treatment as a whole, it appears to
have become virtually standard procedure to mention only those of
1ts features which are most germane to the central developments
of the perlod, i1.e., 1ts recognition of the desire for the pleas-
ures of consumption and its individualistic implications. As es-
sentlal differences have generally been dlsregarded, the explicit
Hasbach type of identification, consequently, i1s likewise found

in the current literature. Thus Spengler could recently assert

281n a brief article Joad remarks that Hume's "contribu-
tion to economics conslsts chiefly of the attempt to relate all
phenomena to their roots in human nature." C.E.M. Joad, "David
Hume," Encyoclopoedia of the Soclal Sciences, ed. E.R.A. Seligmen
and A. Johnson (New York: The Macmillan Co., 1937), V, 551. See
also Gladys Bryseon, op. cit., p. 121.

290f. Johnson, op. cit., p. 164. Whittaker is a particu-
larly good case in point. His discussion of Hume's interest the-
ory (op. cit., pp. 534-538) touches on these psychological ele-
ments. The dlstinctive parts of these, however, are entirely
omitted in hls reference to Hume in his earlier chapter on eco-
nomic psychology entitled "Wealth and Human Industry." Ibid.,
pp. 96-97. As one exceptlon, Ingram observes that in recognlzing
the desire for action ae an incentive to economic activity Hume
"brings out a principle of human nature which economists too often
overlook." Ingram, op. cit., p. 82.
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that "Hume . . . drew upon the opinions of Mandeville, particu-

n30 Although it is not

larly upon those relating to psychology.
improbable that in some important respects Hume was influenced by
Mendeville, it merits recognition as one of the more blzarre
ironies of the historles of doctrine that Hume should still be
regarded as the dlsciple of a thinker whose views he so frequently
cltes explicitly for purposes of refutation.51
That phase of Hume's economic thought which heg recelved
most attention 1s of course hls pollitical economy. Whille the im-
portance of 1ts historicel dimensions has generally been’overlooked,
in its more purely analytical aspects a very substantial pbrtion
of Hume's treatment of market phenomena has been thoroughly exam-
ined, and in these respects 1ts significance for later doctrinal

52 Bonar long ago

development has long been a matter of record.
accorded Hume the distinguished position as "the Founder of Brit-
ish Political Economy." Owing primarily to the discovery of Can-
tillon's work this estimate has since been considerably revised,

although the extent to which Hume developed his political economy

independently of Cantillon stlll remains a moot dquestlon since the

SOJoseph J. Spengler, "The Physiocrats and Say's Law of
Markets," Journal of Political Economy, LIII (September, 1945),
194 n.

31V:'Lz., man's selfishness, hedonism, moral theory, and its
applications in economlc philosophy.

321n a general way the importance of Hume's work was rec-
ognized by his contemporaries. "The Political Discourses of Mr.
Hume were evidently of greater use to Mr. Smith, than any other
book that had asppeared prior to his lectures." Dugald Stewart,
op. cit., p. lxxxix. "The Political Essays of Smith's friend
David Hume . . . perhaps gave the first hint of that enlarged pol-
icy with regard to the freedom of trade, which forms the basis of
his system." Memolrs of the Life and Writings of the Honoursable
Henry Home of Kames, II, 116.
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publication of the latter's work postdated the Political Dig-

courseg, and there is no evlidence that Hume saw 1t in manuscript.
On the whole, however, despite thls newer development, contempo-
rary studles still assign Hume an outstanding place in recognition
both of the general clarlity and breadth of the essays and his co-
gent statement of certain key doctrines, most notably, the quan-
tity theory specle flow mechanism, his analysls of the stimulat-

33

ing effects of an increase in the quantity of money and his in-

54 With regard to his contribution to the analyti-

terest theory.
cal phases of economlcs, Hume's vigorous support of a domestic
laissez—-falre policy, shown to be contained in the History of
England, should add much to hls stature.

Within recent years, however, a tendency has arisen in
some quarters to dispute the value of Hume'é contribution on the
basls of work done by other of his precursors. In part this
turns on a captious interpretation of the term "originality."
Erich Roll, for example, chooses to treat Hume's political econ-
omy as but "an excellent summary and synthesis of the ideas of

55 As evidence of Hume's lack of "originality"

his predecessors.’
he cltes the writings of Locke and Vanderlint on money, North on
free trade, and Massie on interest theory. Since important

strands of Hume's doctrine are to be found in the writings of

35However, gsee above, p. 55 n.
34See for example Heimann, op. cit., p. 44; Rist, op.
cit., and Viner, op. cit., in thelr many references to Hume's

monetary theory, and the various comments on different portlions
of Hume's political economy in Whittaker, op. cit.

5
S Roll, op. cit., p. 120.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



160
several others, one may indeed add liberally to this list of ci-
tations. To those who are impressed with the fact that few if
any ideas are immaculately concelved, however, the superiority of
Hume's "excellent summary and synthesis'"--in point of its more
lucld statement of a wider range of concepts, 1ts generally deep-
er appreciation of the issues of the perlod and its more thorough
elaboration of implications germane to these lssues--will doubt-
less continue to appear as a considerable and genuine advance
over the thought of any of these predecessors.

In another of its manifestations, however, this new eval-
uation takes the form of an attempt to see in Hume a "synthesis'
of doctrines primarily of a mercantlilist origin. Statements inm-
plying this affinity in greater or lesser degree are to be found
scattered throughout several of the standard hlstories. The most
ambitious attempt of this kind, however, appears in the essay by
E.A.J. Johneon entitled "Hume, the Synthetist," which is the lat-
est of the special studlies of Hume in the literature. As Johnson
states his positlion in the openling passages:

There le a stylistic quality of Hume's writings which
leads one to belleve that he is stating essentially new 1ldeas,
although, at closer inspection, many of these apparent inno-
vations are subtle, compact, and fellcltous restatements of
older views. Hume's literary adroltness has beguiled many
e¢ritice into thinking that he entertalned few of the economic
ideas of his predecessors. Much of his economic thought was
indeed original and many of his ideas did foreshadow those of
Adam Smith; nevertheless Hume's economic ideas for the most
part belonged to the o0ld regime . . . indeed an excessive em-
phasgis on his innovations has tendgd to place Hume much nearer
to Adam Smith than he really wasg., o

That there is a relationship between paris of Hume's doc-

36
Johnson, op. cit., p. 164.
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trine and non-classlcal writings more or lese generally identi-

fled with mercantilism 1s of course undeniable, and in several,
and not unimportant, respects his political economy may be said
to represent a kind of half-way house between the old and the new
in eighteenth century economic thought. Hie short run monetary
analysie and his posltion that a larger quantity of money may
prove stimulating to industry through ite effect on the rate of
profit bear a resemblance to several earlier doctrines; his ar-
gument that within limits the supply of labor may be negatively
gloped represents a recognition of the partial validity of the
prevalling bellef that increased economic burdens prove stimulat-
ing %o industry; while, provided all necessary qualificatlons are
made for the very different 1deologlcal context in which it ap-
pears, his general concern over the problem of unemployment as
well as the "spirit of industry' may likewlse be said to exhibit
a similarity to the perspective of many mercantilist writers.

As 1s indicated by his general thesls, however, Johnson's
view is far more sweeping. Indeed, although he acknowledges that
a substantial portion of Hume's economlic thought was Yoriginal,"
one searches hls essay in valn for any significant aspect of
Hume's analysils which has managed to elude the shadow of this
specles of "synthesls." If this seems extraordinary, however, it
is scarcely more so than the type of argument by which the thesis
is substantiated. Misreadings of the text abound. Repeatedly the
analysis reduces to an identiflcation of concept through an im-
plied assoclation by a similarity of verblage; and fredquently,
where expliclt in relating the essential content of ideas, it
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takes the form of assertions neilther properly elaborated within
thelr relevant contexts nor adequately supported by documentary
evidence.37
To 11llustrate, in many portions of the essay an affinity

%8 36 found in their

between Hume and his "merchant predecessors"
common 'pralse of the manufacturer" and especlally of the "mer-
chant." ("Hume Joined the merchant-praising chorus" of his prede-
cessors.) Previously Johnson has acknowledged that the earller
prailse was based on a deslire to increase exports as a means of

39 Nonethelegs Hume's interest in an expansion

acquiring specie.
of manufactures is then identifled with this "long sought" goal

of "greater national productiveness." On the other hand he argues
elseswhere that this pralse of the merchant was based on a common
understanding of thelr function in bringing together "distant
producers who would otherwise be 'wholly unacdquainted and ignor-
ant of each other's necessities.'" As noted earlier, it is true
that many writers, dating in fact from classical times, had rec-

40 What is equally apparent, however, 1is

ognlzed this principle.
the general absence of thoroughness and consistency in the elabo-
ration of this principle, not %o speak of its common disregard,

in both the theory and practical policy proposals of Hume's "mer-

571t may be noted that Johnson's analysis touches on sev-
eral important aspects cf Hume's political economy. In general
their significance is elipsed, however, by the nature of the con-
text in which he treats them.

58On taxonomic grounds Johnson prefers this term to "mer-
cantilist." The issues involved, however, will be recognized as
those more generslly treated as fundamental to the distincticn
between mercantilist and classical doctrine.

391b1a., pp. 167-188.  “Osee above, p. 77, n. 42.
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n4l In any event since the doctrine that the

chant predecessors.
ultimate Justificatlon of trade lay in the mutual benefits of the
interchange of goods is of primary significance in the analysis
of all the classlcal economists, why single out Hume as a "syn-
thetist" in this respect? The basis for this is found wholly in
a contrast between Hume and Smith which turns on the latter's at-
tack on the monopolistic practices of merchants here isolated
from hlis general recognition of their legitimate function in a
competitive economy. "With this traditional praise of the mer-
chant, Adam Smith broke completely; in his opinion, merchants
were more often anti-soclal monopolists than beneficent promoters
of well being."42
More commonly, however, Johnson rests his argument on a

diemetrically opposite approaech, that is, Hume's economic philoso-
rhy 1s linked to the spirit of aggressive natlonalism generally

4lln commenting on an assertion by Johnson that "not ten
per cent of English mercantilist literature 1s devoted to the
ill-fated doctrine of the balance of trade. Let anyone who doubts
this assertion turn the pages of the English mercantilist litera-
ture and be convinced," Viner states that "such quantitative prop-
ositions have an unearned ailr of precision but on the basis of my
turning of the pages of English mercantilist literature, I venture
the concluslon that not ten per cent of 1t was free from concern,
expressed or clearly implied, in the state of the balance of trade
and in the means whereby it could be improved." See J. Viner,
Studies in the Theory of International Trade, pp. 55-5686.

42Ibld., p. 164. In more strikingly fallacious form this

argument likewlse appears in Roll's more general negative apprais-
a8l of Hume. "Sometimes," he asserts, "[Humé]lrepeated mercantil-
ist errors which certainly did not appear in Adem Smith. His
praise of the merchants as 'one of the most useful races of men'
and as the motive force of production sounds strange after the
writings of Petty, Locke, and North." Roll, op. cit., p. 120. If,
congidered on the terms on which 1t was based, Hume's praise of
the merchant 1s a "mercantilist error," 1t is doubtful whether
one can find many non-mercantllists anywhere except perhaps in
various rellgious orders.
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acknowledged to be characteristic of mercantilist thought.

Throughout the analysis this 1s accomplished by the device of ar-
bitrary emphasls and omisslion. Thus, in Johnson's construction
Hume's early references to the "greatness of the state! prolifer-
ate throughout virtually the whole of his political economy. Re-
peatedly Hume's allusions to the "spirit of industry" are seen as
reflecting an interest in such objJectives as the development of a
"strong state," the "creation of a reserve army of labor" for
military purposes or as implying a desire to "compel" labor to
expand output for the use of the state. On the other hand, his
emphasis on the "happiness of individuals! is rarely vouchsafed
attention as an end in 1ts own right, his detalled analysis of the
relationshlp between economic progress and the broader well being
of soclety is entirely ignored, while it is nowhere made unambigu-
ously clear that in hle general treatment of this question Hume
treats the "power of the state" as a means to the security and

43

happiness of the community. In light of this, one is more or

less prepared for the following dénoflnent which appears near the
concluslon of the essay.
Many examples could be cited to show that although Hume's
essays postulated that the happiness of individuals should be

the purpose of policy, the greatness of the state should al-
ways be regarded as an even more lmportant goal.

433506 Essays, p. 150.

44Ibid , P 177. "With regard to national aggrandizement,
Hume's sympathies were definitely akin to those of hls predeces-
sors; 1f a cholce must be made between the happiness of the sub-
Jects and the greatness of the state, Hume would choose the lat-
ter!" Ibid., p. 178. Although the view that the mercantilists
subordinated the objective of "plenty" to '"power" has been widely
accepted in the literature, Viner has recently shown that even
they regarded these two as equally important and, except in the
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Of these '"many examples" Johnson cites a statement in

which Hume supports the organization of public banks for purposes
of storing specle which could be used in times of "public déanger

" 45 -

and distress, and his previously noted opposition to public

debt on the ground that forelgn ownership of the securities ex-
posed the nation to the danger of ilmperialistic aggrandizement.46
Ir in_the background of Hume's economic philosophy evidence of
this character is to be construed as implying anything more than
the moderate and non-aggresslve nationallsm common amongst virtu-
ally all liberals of the period (and this writer ventures to as-
sert that more compelling evidence cannot be found anywhere in
Hume's writings), then 1t would appear that Adam Smith's state-

ment that "defense is more important than opulence"47 ghould

qualify him as a chauvinist primus inter primos.

Cognate errore of omission and commission are likewlse
found throughout the remainder of the analysis. A few of the

more consplcuous of these may be cited. In his attempt to relate

short run, as mutually harmonious aime. See J. Viner, "Power
versus Plenty as Objectives of Foreign Policy, in the Seventeenth
and Eighteenth Century," World Politics, I (October, 1945), 1-29.

45Johnson miereads Hume'!'s proposal as calling for a stor-
age of specle reserves "so that the state might more easily con-
fiscate them" in times of public danger and distress. It should
further be noted that the suggestion that specie be stored in o
public banks 1s introduced in the context of Hume's discussion of -
the poor country-rich country issue where it is proposed as a
meang of preventing the price increase vlig—a-vis other nations
which would result from its circulation, and that the military
obJective is mentioned only in passing. ©See Essays, p. 169, and
above, p. 67 n.

461p14., pp. 177-178.

“73mith, The Wealth of Natlons, p. 204.
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Hume's interest theory to that of the "merchant predecessors" he

supposes that it was Hume's purpose to demonstrate that low in-
terest and its correlative low profit are "indisputable signs of
national prosperity because they guarantee that costs of produc-

48

tion will be on a parity with those of btther nations." Fur-

thermore, as nothing appears on the nature of the prevailing in-
terest theories, the reader, unless otherwlse informed, would
scarcely gather that Hume wrote his essay primarily to refute

the monefary théofiee of interest of his predecessors. 1In a
similar vein Hume's snort’}un mornietary analysls 1s gratultously
treated as an atieapt tc preserve the "cherished doctrine" of the

"desirability of treasure, while his contention that heavy

taxes create despair is categoricelly asserted to be in "a spirit
quite definitely similar to that of his forerunners."50
Moreover, while similarities are stretched, the differ-
ences, even where acknowledged, are nonetheless ignored in the
general evaluatlion; so that 1ln places the argument reads like
nothing so much as another version of the maxim that "after all
there 1s nothing really new under the sun." One illustration
will suffice. In connection with his treatment of Hume's inter-
est theory he asserts that "hundreds of Pages were devoted by

English critics before Hume to show that Holland was prosperous

49

48 Ibid., p. 167.

Ibid., p. 179.

50Ibid., p. 176. Compare with Johnson's own statement
which appears in his esssy "Idleness and Luxury." "The wage doc-
trine of the pre-Smithien writers was based upon a theory of hu-
man motivatlon which the nineteenth century repudiated. Low
wages were regarded ag necegsary incentives to industry; high
earnings, 1t was alleged, provoked 'excess,' 'ldleness,' and 'ri-
ot.'" Ibid., p. 287.
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because the rate of interest there was low] even more pages were

devoted to pralsing the frugallty of the Duteh and lamenting the
prodigallity of the English." He acknowledges however that "Hume
does accomplish something new and important when he integrates
the theory of interest with baslc principles of economic motiva-
tion, when he relates his doctrine of interest to national eco-
nomic institutions and to popular habits, when he points out the
connection between profits and the rate of interest." Nonethe-
less, this notwlthstanding, he asserts that "actually Hume's in-
terest doctrine merely clarifies a sel of Adeas which had been
suggested many times by his predecessors."51
In a general criticlsm of treatments of early doctrinal
history which appears in the preface to this volume Johnson pro-
teats the "ecritical tradition which [insists] that each early
writer be Judged in terms of whether he was or was not a mercan-

n52 Johnson's interpretation of this "tradition" may or

tilist.
may not be accurate. If so, however, the remedy llies in a more
circumspect use of the standard, not in a beclouding of all dils-

tinctions on which it rests.

51Ibid., P. 172. See also his treatment of Hume's analy-
sis of filscal policy. Ibid., pp. 176-177.

521p14., p. 3.
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