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AbstrAct

according to the council of state governments (clear 2004), more than 800 
occupations are subject to licensing requirements in at least one state. it is, therefore, 
not surprising that a 2006 gallup survey found that 29 percent of the workforce was 
required to hold a license from a government agency (Kleiner and Krueger 2008). 

licensing affects a much larger percentage of workers than either the minimum 
wage or unionization. in 2003, less than 3 percent of hourly workers were paid the 
minimum wage (Kaufman and Hotchkiss, 2006, 283). as for unionization, we 
reproduce Figure 1 from Kleiner and Krueger (2008); licensing affects about two 
and a half times more workers than unionization.

licensing is one of the most important forms of labor regulation, yet textbooks 
in labor economics give it scant attention. We identified five undergraduate labor 
economics textbooks currently in print, listed in table 1. all but one have been 
published in four or more editions. 

1 associate professor, economics, berry college, rome, georgia, 30149.
2 senior, berry college, rome, george, 30149. 
Acknowledgment: We thank shruti rajagopalan for reviewing the out-of-print labor texts 
treated in table 2 of  this paper.
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Figure 1: Comparisons in the Time-Trends of Two Labor Market Institutions: 
Licensing and Unionization (percent of workers) 

                             Source: Kleiner and Krueger (2008, 10) 

consider the textbook by george borjas. there are 11 pages covering the 
minimum wage. if he devoted pages in proportion to workers covered, then 11 pages 
on the minimum wage would correspond to 99 pages on licensing. ehrenberg and 
smith would give 72 pages to licensing. Hyclak, Johnes, and thornton would give 
135 pages to licensing. instead, in each case, there is zero. While appropriate coverage 
of a topic depends on both its scope and impact (e.g., wage and employment effects), 
and therefore probably does not that require pages be proportionate to the number 
of workers affected, it is hard to imagine writing a labor economics textbook without 
covering one of the most important forms of labor market regulation.
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Table 1: Coverage of Occupational Licensing, Unionization, and the 
Minimum Wage in Labor Economics Textbooks Currently in Print

Textbook
occupational 

licensing 
coverage

minimum 
Wage 

coverage

unionization 
coverage

George Borjas (2008) 0 pages 11 pages 1 chapter
Ronald Ehrenberg and Robert 
Smith (2009) 0 pages 18 pages 1 chapter

Thomas Hyclak Geraint Johnes, 
and Robert Thornton  (2005) 0 pages 15 pages 1 chapter

Bruce Kaufman and Julie 
Hotchkiss (2006) 5 pages 14 pages 2 chapters

Campbell McConnell, Stanley Brue, 
and. David Macpherson (2009) 5 pages 7 pages 2 chapters

our article focuses on undergraduate labor economics texts that are currently 
in print. as a supplement to our piece, shruti rajagopalan, a doctoral student at 
george mason university, kindly compiled comparable information for some out-of-
print texts. as table 2 clearly indicates, the scant coverage that we document among 
currently available texts is also evident among older texts. it seems that labor texts 
have a long history of neglecting occupational licensing.3

in the remainder of  this paper we review the economic literature on occupational 
licensing. although the labor texts’ coverage of  the minimum wage and unionization 
may reflect the extensive literature on these topics, our review of  the research on 
occupational licensing shows that there is ample cause and material to give at least a 
chapter to licensing. We then return to the sample of  the five in-print textbooks and 
raise the question: Why have labor textbooks mostly neglected the issue?

3 reynolds (1995) is an exception.  He provides an excellent overview of  the political economy 
of  occupational licensing, with much of  the discussion devoted to case studies of  medicine 
and barbering/hairdressing.  Although he only briefly discusses quality assurance issues, he 
does point out that the low rate of  license revocation by licensing boards belies the stated pur-
pose of  quality assurance. reynolds also explains that the overall effect of  licensing on quality 
is ambiguous because licensing may cause consumers to substitute do-it-yourself  or black 
market services for high priced ones produced by licensed providers.  However, reynolds has 
limited coverage of  relevant research (though much research has been done since his book’s 
publication) and his statement that “licensing is confined to a few hundred” occupations might 
make readers underestimate the coverage of  licensing regulations.
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Table 2: Coverage of Occupational Licensing, Unionization, and the 
Minimum Wage in Some Out-of-Print Labor Economics Textbooks

textbook
occupational 

licensing 
coverage

minimum 
Wage 

coverage

unionization 
coverage

John t. addison and W. stanley siebert 
(1979) 6 pages 4 pages 5 pages

gordon F. bloom and Herbert r. 
northrup (1973) 5 pages 1 chapter 2 chapters

robert m. Fearn (1981) 0 pages 1 chapter 1 chapter
robert J. Flanagan, robert s. smith 
and ronald ehrenberg (1984) 0 pages 19 pages 3 chapters

belton m. Fleisher and thomas J. 
Kniesner (1984) 3 pages 13 pages 1 chapter

richard b. Freeman (1979) 0 pages 2 pages 30 pages
daniel s. Hamermesh, albert e. rees, 
and randall K. Filer (1996) 1 page 9 pages 3 chapters

Juanita m. Kreps, phillip l. martin, 
richard perlman and gerald g. 
somers (1980)

0 pages 10 pages 7 chapters

gary a. moore and randy d. elkin 
(1983) 0 pages 2 pages 7 chapters
lloyd g. reynolds (1982) 0 pages 9 pages 13 chapters
morgan reynolds (1995) 6 pages 9 pages 1 chapter
ingrid H. rima (1981) 0 pages 10 pages 1 chapter

Economic Literature on Licensing
 

Although licensing is one of  the “fastest growing” labor market institutions 
(Kleiner and Krueger 2008, 1), it is hardly new. Friedman (1965, 489) stated that 
between “1890 and 1910 occupational licensing first achieved a firm foothold in 
the statute-books of  most American states.”  Among the licensed occupations were 
doctors, plumbers, electricians, funeral directors, nurses, and horseshoers. by the late 
1960s, ten percent of  u.s. national income originated in occupationally restricted 
labor markets (carroll and gaston 1981), some seven million people worked in jobs 
that required licensing, and the number of  licensed occupations ranged from 63 in 
West Virginia to 181 in illinois (thornton and Weintraub 1979). licensed occupations 
included egg graders, tree surgeons, and jockeys.

not surprisingly, an institution as common as licensing has been an active area 
of  economic research. economic analysis of  occupational regulation can be traced 
back to adam smith’s discussion of  long apprenticeships in The Wealth of  Nations 
(1776, 116-59), his critical remarks about the “privileges of  graduation” (762, 780), 
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and his important letter to William cullen (of  20 september 1774) opposing reforms 
that would impose university-study requirements for medical degrees that otherwise 
were attainable by examination only. milton Friedman’s Capitalism and Freedom (1962) 
contains a chapter on occupational licensing, with particular attention paid to the 
ubiquity of  licensing, especially in medicine. Friedman formulates the challenge, 
implicit in Smith, that licensing destroys opportunities and suppresses benefits 
while achieving little to nothing in the way of  quality assurance above what could be 
achieved by less coercive arrangements, whether they be optional state certification or 
purely voluntary and private forms of  assurance. several other works that had served 
to provide valuable skeptical assessments of  occupational licensing include gellhorn 
(1956), shimberg (1982), Williams (1982), and young (1987, 1993); and on the uK 
lees (1966) and potts (2009).

one prominent strand of  research focuses on licensing as a barrier to entry. 
adams et al. (2002) conclude that licensing reduces the supply of  cosmetology services 
by restricting entry into the occupation; in a similar paper they conclude that regulations 
restrict the supply of  midwifery services (adams et al., 2003). likewise, Federman et 
al. (2006) find that licensing requirements reduce the supply of  manicurists. Carpenter 
and Stephenson (2006), Jackson (2006), and Jacob and Murray (2006) find that an 
increased educational requirement for licensing reduces the supply of  new certified 
public accountants. the imposition of  this regulation, 150 hours of  college education 
instead of  merely a bachelors degree, is particularly attractive for identifying the entry-
barrier effects of  occupational licensing requirements because it was imposed in 
different years in different states (e.g., georgia in 1998 and ohio in 2000). Kleiner and 
Todd (2007) find that tighter state bonding/net worth requirements are associated 
with fewer mortgage brokers. it should be noted, however, that evidence of  entry 
barriers arising from licensing is not by itself  decisive evidence against licensing; 
indeed, proponents of  licensing would argue that licensing is intended to prevent 
entry by low-quality producers.

a closely related body of  research examines the distributional effects of  licensing 
barriers to entry. Dorsey (1983, 171) finds that “licensing regulations exclude less-
educated and minority workers more than proportionally.”  Kleiner and Krueger (2008, 
7) report that “Workers who have higher levels of  education are more likely to work in 
jobs that require a license.”  Similarly, Federman et al. (2006, 238) conclude that requiring 
English proficiency for obtaining a manicurist license “nearly eliminates the increase 
in the number of  Vietnamese manicurists associated with increases in [Vietnamese 
population].”  Walter Williams (1982) aptly treats licensing in light of  the “economic 
ladder” of  skill and career formation. By eliminating rungs at the bottom of  the 
economic ladder, licensing makes it more difficult to get on the economic ladder. Those 
hit hardest are those without family and other resources to boost them up to grab on to 
the remaining rungs.

a related stream of  research considers the effect of  occupational licensing on 
the interstate mobility of  workers. pashigian (1979, 24), analyzing the labor market 
for attorneys, finds, “Occupational licensing has had a quantitatively large effect in 
reducing the interstate mobility of  professionals.” Similarly, in a study of  interstate 
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migration patterns for people in 14 occupations,4 Kleiner et al. (1982, 383) “show that 
more restrictive state licensing statutes reduced inmigration.”

barriers to entry reduce supply and competition. Kleiner and Krueger (2008) 
find that licensing is associated with a 15 percent wage premium. Further evidence 
is provided by Pfeffer (1974) who finds a negative relationship between the ease of  
licensing and income of  accountants, attorneys, barbers, dentists, and pharmacists, 
though he finds no such correlation for real estate agents. Similarly, Kleiner and 
Kudrle (2000) find that tougher licensing requirements for dentists raise practitioners’ 
incomes. timmons and thornton (2008a) conclude that radiologic technologists in 
states with licensing earn as much as much as 6.9 percent more than those working 
in states without licensing; Timmons and Thornton (2008b, 141) find that “certain 
licensing provisions may have increased the earnings of  barbers by as much as 26 
percent.”  However, in contrast to the many papers finding licensing raises incomes in 
licensed occupations, Lueck et al. (1995) find little evidence that licensing restrictions 
increase the price of  legal services or the income of  attorneys.

measuring the effects of  licensing on incomes is relatively easy compared to 
measuring the effects on lifetime returns or profits. Licensing is a prime example 
of  what gordon tullock (1975) coined the transitional gains trap. When licensing is 
imposed it usually grand-fathers in certain incumbent practitioners, who earn super-
normal returns over their lifetimes. the new generation, however, faces the costs 
of  the licensing requirements. the costliness of  meeting the requirements will vary 
considerably for people, depending on their aptitudes, family resources, aspirations, 
and so on. but the costs must be factored in to any notion of  lifetime returns—and 
returns must be understood broadly, so as to include psychic returns in official validation, 
professionalization, prestige, and distinction. it is possible that subsequent generations 
of  licensed practitioners do not earn pecuniary returns much above their alternative life 
paths. (it is also possible that subsequent generations will seek supranormal returns by 
advocating stricter licensing standards or the application of  licensing requirements to 
the unregulated.)  tullock explains that, even if  the subsequent generations earn only 
normal returns, they have as much incentive to oppose abolition of  licensing as the 
first generation had to support its imposition – thus the name, transitional gains trap. 
The beneficiaries end with the first generation of  privilege, yet occupational licensing 
policies continue one generation after another because of  transitional interests. 

Since the purported benefit of  occupational licensing is quality assurance for 
customers, it is not surprising that researchers have also examined output markets 
served by licensed occupations.5  but measuring the quality effects of  licensing is 

4 the occupations are: accountants, architects, engineers, lawyers, dentists, pharmacists, physi-
cians, surveyors, insurance agents, real estate agents, registered nurses, practical nurses, barbers, 
and cosmetologists.
5 We confine the following discussion to empirical studies of  licensing and quality.  Con-
ceptual studies of  licensing and quality include leland (1979), who suggests that minimum 
quality standards may be beneficial while acknowledging, as Klein (2002) argues, that alternate 
means may be more effective in assuring quality.  law and moon (2005, 723) argue that dur-
ing the progressive era licensing “arose to improve markets as specialization and advances in 
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challenging, both empirically and conceptually. milton Friedman suggested that 
licensing restrictions are somewhat like forbidding cars less that cadillac quality. the 
average car in a polity that disallowed cars less than cadillac quality would, ceteris 
paribus, be higher quality than that of  a polity that observed freedom in such matters. 
but in terms of  quality received by the average citizen, and especially low income citizens, the 
more liberal polity would do better because there would be much fewer citizens 
without a car.6 an implication of  Friedman’s argument is that honest but lesser quality 
goods and services are part of  the optimal mix available in the marketplace. besides 
doing without, do-it-yourself  and black-market services are induced by restrictions. 
the quality effects of  doing without, doing it yourself, and black markets are often 
neglected in empirical investigations of  licensing’s effects.

Shilling and Sirmans (1988) find that state licensing of  real estate agents is 
associated with fewer customer complaints and they suggest that licensing improves 
service quality. also examining the real estate market, Johnson and loucks (1986) 
conclude that licensing regulations result in better service for consumers. in contrast, 
carroll and gaston (1981, 973) report that “consistently from occupation to 
occupation [among the seven they studied] there existed a strong negative association 
between per capita numbers of  an occupation and measures of  per capita quality 
of  service received” thereby implying that “restrictive licensing may lower received 
service quality.”  Carroll and Gaston’s conclusion is consistent with Kleiner and 
todd’s (2007) results showing that tighter state bonding/net worth requirements for 
mortgage brokers is associated with higher foreclosure rates and a greater percentage 
of  high interest mortgages. Still other studies find no correlation between licensing 
and output quality. Kleiner and Kudrle (2000) study the dental health of  air Force 
recruits and find recruits from states with more stringent dentist licensing standards do 
not have better dental health than recruits from states with lower standards. similarly, 
skarbek (2008, 71) analyzes Florida’s relaxation of  restrictions on construction 
contractors in the wake of  Hurricanes Frances and Katrina and finds “little evidence 
of  significant detrimental effects from the policy change” even in an environment 
in which asymmetric information issues should be most germane (see also skarbek 
2009). Paul (1984) finds no evidence that states licensing physicians experienced higher 
quality care as measured by mortality rates. several economists suggest that licensing 
suppresses innovation (see quotations at svorny 2004, 283f). 

although the empirics of  quality are murky, Kleiner (2006) concludes that it 
would be false to assert that on balance the literature constitutes evidence of  consumer 
benefit, which is the only thing that, if  large enough, could possibly outweigh the 
costs of  licensing. Without a strong case for consumer benefit, a fortiori the policy fails 
on cost-benefit grounds. It should, therefore, come as no surprise that Svorny’s (2004) 
comprehensive review of  judgments of  economists on medical licensing showed that 

knowledge made it increasingly difficult for consumers to judge the quality of  professional 
services.”
6 Support for Friedman’s conjecture is provided by Kleiner and Todd’s (2007) finding that 
tighter state bonding/net worth requirements for mortgage brokers is associated with fewer 
subprime mortgages.
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they very preponderantly point toward liberalization, though not necessarily abolition. 
If  licensing of  medical services does not find support from economists, we may 
surmise that even less support would be given to licensing of  other services – Table 3 
presents a small sample of  absurd cases.7

Table 3: Some Examples of  Licensed Occupations

Occupation State(s)
athletic trainer most
auctioneer several
barber, cosmetologist all
beekeeper maine
casket seller several
chimney sweep Vermont
dietician most
elevator operator massachusetts
Florist louisiana
Fortune teller maryland
Hairbraider several
Hearing aid dispenser/Fitter all
interior designer several
interpreter for the deaf illinois, texas
Jai alai athlete, umpire, Vendor, ball maker, ticket seller rhode island
Junkyard dealer ohio
lightning rod installer Vermont
lobster seller rhode island
manure applicator iowa
maple dealer Vermont
motion picture projectionist massachusetts
mussel dealer illinois
photographer (itinerant) Vermont
prospector maine
Quilted clothing manufacturer utah
rainmaker arizona

       Source: summers 2007, 43.
unlike the minimum wage and unionization, occupational licensing does 

7 a polemical yet astute video by ted balaker on the licensing of  interior designers is available 
at http://reason.tv/video/show/741.html.  it nicely illustrates the coercive nature of  licens-
ing laws. 

http://reason.tv/video/show/741.html
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not seem to have any open defenders among economists (although law and Kim 
2005 may be read as supportive of  the restrictions). meanwhile, skeptics have been 
vocal even in establishment venues. a nice article by Kleiner (2000) appeared in the 
Journal of  Economic Perspectives. alan Krueger (2006) published a column in the New 
York Times, discussing Kleiner’s important monograph (2006) and gently challenging 
conventional notions: “in a rational world … the available research should provoke a 
reconsideration of  whether occupational licensing is beneficial for society as a whole 
or only for those lucky enough to hold licenses” (Krueger 2006). 

Failure of  the Labor Economics Textbooks

despite the importance of  occupational licensing and a considerable body of  
economic research, again, as shown in Table 1, five in-print undergraduate textbooks 
in labor economics fail to do justice to the topic. We are not aware of  any that does 
better. 

in table 1, we list the number of  pages devoted to occupational licensing. 
Ehrenberg and Smith subtitle their book “Theory and Public Policy” yet omit entirely 
a form of  public policy that bears directly on 29 percent of  working americans. two 
others also have zero, including the text by Hyclak, Johnes, and thornton. oddly, 
one of  that text’s authors, robert thornton, has written several papers on licensing 
(thorton and Weintraub 1979; timmons and thornton 2008a and 2008b). 

the other two texts both offer reasonable but brief  overviews of  occupational 
licensing. Kaufman and Hotchkiss (2006) devote 5 of  712 pages to licensing. they 
discuss the prevalence of  licensing requirements, offer several consumer protection 
rationales for licensing, and tell of  monopoly rents that result from licensing’s barriers 
to entry. in footnotes, they cite about a dozen papers from the occupational licensing 
literature, including Kleiner and Kudrle’s (2000) finding that restrictive dental licensing 
rules are not associated with better dental health.

mcconnell, brue, and macpherson (2009) devote 5 of  600 pages to occupational 
licensing, but their coverage is dispersed in three places. like Kaufman and Hotchkiss, 
the authors provide their readers with a sense that licensing regulations affect many 
workers and occupations and explain how licensing rules can be a source of  economic 
rents for suppliers. Whereas Kaufman and Hotchkiss (2006) discuss the consumer 
benefits that supposedly result from licensing, McConnell, Brue, and Macpherson 
(2009) point out that the demand for licensing comes from occupations rather than 
consumers.8  they cite some studies on occupational licensing, but only about half  as 
many as Kaufman and Hotchkiss. none of  the textbooks related occupational licensing 
to tullock’s transitional gains trap. table 1 indicates that the texts devote between 7 
and 15 pages to the minimum wage and at least one full chapter to unionization. 

8 our literature review focuses primarily on the labor market and quality assurance effects of  
occupational licensing rather than the political economy of  licensing.  For more on the latter 
see Wheelan (1998).
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While the number of  pages devoted to a topic should depend on the economic issues 
related to that topic rather than solely the number of  workers affected by the particular 
phenomenon, it does seem peculiar that labor economics texts would devote 20 or 
more pages to unionization while ignoring occupational licensing.9

Why the Neglect?

We conclude with a few possible explanations for the failure. one possibility is 
that licensing is a difficult policy to summarize because of  its state-by-state diffuseness. 
of  course, many occupations are licensed in all states and, as documented above, 
interstate variation in licensing has not proven to be an insurmountable obstacle 
to economic research. moreover, one of  the primary purposes of  textbooks is to 
summarize difficult yet important topics.

another possible reason why authors neglect licensing is that quality and safety 
assurance are difficult to incorporate in traditional models of  supply and demand. 
limiting the coverage of  topics to those easily dealt with by a certain set of  tools 
instead of  expanding the toolbox is not a way to expand the frontiers of  knowledge. 
And similar difficulty in exploring, say, institutional aspects of  unionization does not 
seem to have dampened coverage of  that topic.

a third possible reason for the scant treatment of  licensing is herd behavior 
of  authors imitating existing labor texts. alternatively, the herd behavior may exist 
among publishers, who wish to produce texts similar to those published by their 
competitors.

lastly, if  labor economists tend to favor government regulation over voluntary 
exchange in the marketplace they may be inclined to give licensing parsimonious 
treatment because it is difficult to ignore the supply side effects of  licensing restrictions. 
Moreover, Kleiner’s (2006) finding, noted above, that existing research does not point 
to strong quality assurance effects from licensing implies that few, if  any, occupational 
licensing rules generate benefits exceeding their costs. Such a conclusion would 
obviously be uncomfortable for authors sympathetic to government intervention in 
labor markets. 

Whatever the reasons for the neglect of  occupational licensing, it makes little 
sense for labor economics texts to give scant treatment to such an important labor 
market institution.

9 although the focus of  our paper is undergraduate texts, we also examined boeri and van 
ours’s (2008) graduate text.  oddly, for a book titled The Economics of  Imperfect Labor Markets, 
it contains no coverage of  occupational licensing, an institution that inhibits labor market 
competition.
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Do Economists Believe American 
Democracy Is Working? 

William l. Davis1 and bob Figgins2

AbstrAct

A recurring criticism of the economics profession is that its scholarly treatments 
of public policy are too often moored to the policy status quo. the criticism holds 
that economic policy consideration, as gauged by surveys and literature reviews, is too 
confined by “the 40-yard lines” of policy alternatives—with the 50 yard-line defined 
by the status quo.  most of the top journals in economics and many mainstream 
textbooks do not stray much outside the 40 yard-lines of an issue. Economics it is 
said, presumes  that status-quo policy has some sense behind it, that it emerges from 
a political process that works.  Has economics come to a status-quo orientation from 
a widespread attitude that the political process works? 

Different disciplines may have differing perspectives on whether American 
Democracy works, that is, whether political action, as compared to inaction, generally 
advances the public interest. While government theoretically can accomplish that 
task in many cases, its ability to do so would seem to require a political process 
where the participants are adequate in competence, knowledge, and decency. Does 
American democracy embody these characteristics and, if so, is it enhancing society’s 
welfare? it is on these counts that we assess economists’ perceptions of whether they 
believe American democracy is working.

We present fresh results from a 2006 survey of American Economic Association 
members in an effort to address that question. The results indicate that economists—Democrats 
as well as Republicans and Libertarians—have no great confidence in American democracy. 

We, too, think the profession is too oriented toward the establishment or policy 
status-quo. In addressing a policy issue, there is focus on the status quo in a way that 
seems to give it high regard and respect—indeed, as though we are to believe that 
it emerges from a wise, reliable, melioristic process. consideration is given only to 

1  Professor of  Economics, university of  tennessee, martin, tennessee , 38238. 
2  Professor of  Economics, university of  tennessee, martin, tennessee, 38238.
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reforms that are minor and moderate. Dramatic reforms, such as outright abolition 
of a major agency or intervention, are rarely considered. such centrist attitudes seem 
to place the burden of proof on challenges to the status quo. in our view, however, 
many major government programs call for abolition or radical change. they are 
misguided at a fundamental level. in our view, economists should be more mindful 
of challenges that would roll back generations of policy history. it seems to us that 
the process moves in the wrong direction at least as often as the right direction. so, 
in our view, the status-quo orientation of the profession is something calling for 
scrutiny and reflection. We proceed on the presumption that there is status-quo/
establishment orientation and that the reader shares our motivation to understand its 
sources and nature.

We see multiple broad explanations for the status-quo/establishment orientation. 
The first, already mentioned, is that many economists, perhaps most economists, and 
perhaps especially those at leading institutions, tend to be of a faith that sees the 
political process as reliably beneficial. This melioristic view of the political process 
might be represented by Donald Wittman’s work on the efficiency of democracy 
(Wittman 1995). We know that among members of the American Economic 
Association, the rate of voting Democratic to Republican is somewhere around 2.5, 
and there is suggestive evidence that the higher echelons of the AEA officers seem to 
be even more inclined toward the Democratic Party (McEachern 2006). Economists, 
then, according to this hypothesis, which has been aired and insinuated repeatedly 
in this Journal, focus on the status quo because they believe in, or feel impelled to 
affirm, the melioristic tendency of the political process. The hypothesis would seem 
to have testable implications: in responding to survey questions about the political 
process, economists, particularly those who identify as Democratic, should give 
melioristic responses. such a test is what we report on here.

Another explanation is that, given the diversity among economists, only the status 
quo is focal. that is, economists do not have particular allegiance to the status quo but 
simply revert to a status-quo orientation because its set of presumptions and burdens 
of proof are focal to the research community. No alternative orientation is sufficiently 
focal amidst the diversity of professional economists, so such alternative styles of 
argumentation do not advance within professional practice. Thomas Schelling (1960) 
writes of the role of focal points in coordinating activities, and he repeatedly highlights 
the status quo: “the ‘status quo’ is more obvious than change” (64), there is “a strong 
attraction to the status quo ante” (68). 

Earlier, writing in 1953 in the American Economic Review, the economist clarence 
Philbrook criticized the status-quo orientation of empirical economists: 

There has grown a widespread practice with cooperation with ‘things 
as they are,’ without explicit criticism of them, which is bound to have 
the effect of active approval regardless of whether such is intended. 
(Philbrook 1953, 847) 

in his critique of how establishment economists would rationalize their practice, he 
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explored the variance in judgments of desirability and of uncertainties in estimates 
of political feasibility. He said that to resolve problems of “infinite involutions of 
guesses by each about what others are guessing about what he is guessing about 
what they will advocate” the players tend toward “mutual anticipation ending only in 
universal support of the status quo” (857, 858). Philbrook declared for open pursuit of 
the desirable, irrespective of the status quo or political feasibility.

A related explanation for status-quo orientation is that “things as they are”—or 
as they were—is all the analyst can pretend to know by means of data analysis and 
credible institutional description. otherwise, in imagining any alternative proposed 
arrangements and associated counterfactuals, economists grow increasingly speculative 
the farther they travel from the status quo. one reason the economics profession is so 
inclined to keep discussion “between the 40-yard lines” may be that it is uncomfortable 
with the looser, broader kinds of judgments required by imaginings located further 
down field. Economists could, however, explore alternatives of earlier times: let us 
learn from yesteryear’s 50-yard line or from other places’ 50-yard line. But again, one 
might argue that too many variables change with the comparison (whether it is made 
by time or by place), or simply disagree about the characterization of the alternative. 
This explanation, again, requires no ascription of melioristic, social-democratic views 
to economists.

The results of our survey would seem to disconfirm that economists’ status-
quo orientation stems from a faith in American democracy. the survey was mailed 
to 1000 randomly-chosen members of the American Economic Association in late 
April of 2006. The survey was pre-tested among a small number of economists to 
assess the appropriateness of each proposition, minimize bias or ambiguity, and 
maximize response rate. Over an eight-week period, 302 completed surveys (and 87 
undeliverable surveys) were returned, yielding a response rate of 33 percent, similar 
to many other surveys of AEA members. the survey as actually sent out is available 
online (link).

of  the 302 respondents:

87% were male, 13% female.• 
65% employed as university faculty, 13% in government, 11% in business • 
or industry, 11% other.
47% received their highest degree prior to (or in) 1980, 53% after (or in) • 
1981.

The question on political-party affiliation is shown in Table 1.

http://www.utm.edu/staff/hknox/journal/Survey of Professional Economists.doc
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Table 1: Party Affiliation of  Respondent AEA Members

What is your political affiliation?
number Percentage

Democrat 121 40
republican 40 13
independent 109 36
libertarian 15 5

“Other” 17 6
Total 302 100 

Respondents were asked to react to each proposition on a five-point scale, as 
illustrated by the following:     

The typical elected official in the United States is competent in understanding 
those economic issues for which they formulate public policy.

                                
strongly            neutral               strongly                                                                
Disgree                                         Agree

                             1          2           3           4              5

We report on 13 of  the 20 questions. the omitted questions do not bear on the 
assessment of  whether economists believe that American democracy works. mean 
responses by party affiliation are given in Table 2. Bear in mind that the full range 
is 1.00 to 5.00 (not 0.00 to 5.00), and so the mid-point of  the range is 3.00 (not 2.50).

Table 2: Mean Response to 13 Propositions, by Party Affiliation

Proposition Dem 
n=121

repub
n = 40

libtrn
n =15

indep
n =109

other
n =17

All 
n=302

Questions for which the skeptical answer is high score (agreement)

1

in the united states special interest 
groups typically have more than a 
negligible impact on public policy 
formulation.

4.51 4.55 4.67 4.58 4.65 4.55

2

Elected officials in the United States 
typically construe issues to create 
a “feel good” mentality among their 
constituents.

3.74 4.05 4.14 3.89 3.94 3.87
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3

Elected officials typically use media 
outlets to “spin” a political viewpoint 
rather than to communicate the issue in 
an unbiased manner.

4.43 4.56 4.53 4.43 4.41 4.45

4

In the United States elected officials’ 
decisions are typically based more on 
political expedience than on scientific 
evidence.

4.23 4.27 4.50 4.27 4.18 4.28

5

Elected officials in the United States 
knowingly make campaign promises 
that they are unable and/or unwilling 
to honor.

3.90 4.13 4.07 4.25 4.12 4.05

6
Elected officials typically rely on the 
rational ignorance of voters to formulate 
public policy.

3.74 3.97 4.00 3.83 4.13 3.81

7 in the united states, the typical elected 
official’s top priority is to be re-elected. 4.29 4.50 4.53 4.54 3.88 4.40

8

Elected officials in the U.S. typically 
vote on issues out of concern for their 
own interest more than those of their 
constituents.

3.18 3.41 3.53 3.44 3.94 3.31

  Questions for which the skeptical answer is low score (disagreement)

9    

the typical bill passed by the u.s.
congress and signed into law 
generates a positive net social benefit 
for society.

2.63 2.62 2.33 2.47 2.56 2.56

10
The typical elected official in the United 
states is competent in understanding 
those economic issues for which they 
formulate public policy.

2.31 2.49 2.23 2.16 2.41 2.30

11

In the United States elected officials 
typically formulate public policy in 
an unbiased manner without showing 
favoritism to any particular group of 
constituents.

1.43 1.61 1.40 1.44 1.59 1.48

12

in the united states the typical adult 
citizen is competent in understanding 
those economic issues which most 
affect their lives.

2.29 2.36 2.67 2.39 2.12 2.36

13

typically, most media outlets in the 
united states communicate economic 
issues accurately and truthfully to their 
viewers and readers.

2.47 1.94 2.27 2.36 1.94 2.36
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On every proposition a majority—usually a large majority—of  economists 
express views that indicate they do not believe American democracy is working. in 
fact, for Question 9, only ten percent of  all respondents either agree or strongly agree 
that the typical bill passed by the united states congress and signed into law generates 
a positive net social benefit for society. Perhaps the most salient finding of  the survey 
is that, regardless of  political affiliation, a large majority of  economists appear to be 
skeptical of  elected officials to act on economic issues in an unbiased and objective 
manner. Further, the results generally indicate that economists believe elected officials 
employ creative methods to hoodwink their constituents while seeking re-election. 

Do Democrats exhibit more faith in government and politics than the 
republicans and libertarians? Democrats show a bit more faith, notably on questions 
2, 5, 6, 7, 8, and 13, but the differences are small in absolute size—excepting question 
13, where Democrats show considerably more faith in the media than do republicans. 
on a few of  questions, the Democrats show slightly less faith than the republicans 
(see questions 10, 11, and 12). On the whole, Democrats have slightly more faith, but 
the main results of  the survey are small differences and commonly shared skepticism.

On every pertinent issue in the survey, a majority (again, usually a large majority) 
of  economists who identify themselves as Democrats express what can only be 
described as a cynical view of  the political process. This finding certainly goes against 
the suggestion that economists, because they are social democrats, have confidence 
in America’s political process to improve social welfare. An appropriate story line for 
describing the survey results might read as follows—

Politics in America: A place where special interest groups exert influence over 
politicians who use creative public discourse with economically incompetent or ignorant 
voters in an effort to be re-elected, and where the eventual policy consequences are 
often not beneficial, except to special interests and politicians. 

Surely, those who hold this view cannot have much confidence in elected officials to 
formulate policy in a manner which enhances social welfare. 

the results raise some important questions. Why do so many economists 
hold pro-government intervention beliefs while maintaining a significant degree of  
cynicism about the process from which the interventions emerge? Are these the same 
economists? 

A resolution to the puzzle might be available in the alternative explanations 
given above. The status-quo orientation arises not from economists’ faith in politics 
and American democracy but from the focalness of  the status quo. Although the survey 
results strongly suggest that economists, regardless of  their political affiliation, have 
little confidence in the process and hence, presumably, in the policy that emerges, 
there is no indication of  how they might want the policies reformed. if  the political 
preferences are “all over the map,” maybe there is little for a profession that wants to 
suppress dissension and acrimony to do except focus on the status quo. An implication 



          Economists on AmEricAn DEmocrAcy

201                            VolumE 6, numbEr 2, mAy 2009

of  this interpretation is that, as Philbrook suggested, economists are mired down in 
a mutual expectation to nod to democracy and public policy formulation in America, 
even if  they are noticeably and horribly inefficient. 

but before jettisoning the hypothesis we challenge, we should note something 
about the context of  the survey. it was conducted in the spring of  2006, a period of  
widespread dissatisfaction or disappointment with the presidential administration of  
George W. Bush. Most of  the 13 questions are about elected officials in the United 
states and all are framed in the present tense. it is possible that members of  a national 
association (the AEA) tended to respond with the Bush administration in mind. Today, 
with barack obama as president, would Democratic economists exhibit the same 
degree of  cynicism? 

And one other point might help to salvage the challenged hypothesis: the survey 
is a private, anonymous instrument, but professional activity—where the status-quo 
bias is exhibited—is public behavior. Strictly speaking, the challenged hypothesis 
could be couched as a theory of  why certain attitudes are publicly affirmed, rather 
than a theory of  what economists privately believe.

our survey was written and carried out to work toward a better understanding of  
the status-quo orientation among economists. Whatever weights different explanations 
may deserve, the larger question is whether any of  them can justify economists’ heavy 
emphasis on the policy status quo.
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AbstrAct

Introduction

we want to be clear on one point. we are not advocates of the shall-issue law. 
we have both published papers that have found that shall-issue laws reduce crime 
(moody 2001; marvell 2001, fn 29) and do not reduce crime (Duwe, Kovandzic and 
moody 2002; Kovandzic and marvell 2003; Kovandzic, et al. 2005). 

our paper (moody and marvell 2008) criticizes ayres and Donohue on only 
one point. their response article (ayres and Donohue 2009) discusses that point 
briefly and then criticizes our paper with a large number of arguments. Our single 
criticism of ayres and Donohue concerned their article in the Stanford Law Review 
claiming that shall-issue laws increase crime (2003a). This claim is based on their 
regression model, the “hybrid model,” that uses both a dummy variable (zeroes 
before and ones after the shall-issue law) and a post-law time trend (zeroes before and 
a trend beginning with the implementation of the law) to capture the effect of the law 
on crime. they use separate shall-issue law variables for each state.  this procedure, 
they stress, is the best way to analyze this issue, so we limited ourselves to that.3  our 
objection is that, when calculating the impact of the shall-issue laws, they used only 
the first five years of the trend variables and ignored the rest. Using this technique, 
they concluded that shall-issue laws increase crime. when we added a sixth year, the 
results were reversed. their model showed that shall-issue laws reduced crime for all 
years after the fifth. This implied beneficial effect continually increased with each 
additional year. 

1 Professor of  Economics, College of  William and Mary, Williamsburg, Virginia 23187, cemood@
wm.edu 
2 Director of  Justec Research, Williamsburg, Virginia 23185, marvell@cox.net
3 “We take these disaggregated (state-specific) hybrid regressions to be our most definitive … The disag-
gregated hybrid model that we have finally settled on allows the data to reveal a variety of  different im-
pacts of  the law—allowing separate intercept and trend  effects for each of  the 24 passing jurisdictions” 
Ayres and Donohue (2003b: 143).
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Ayres and Donohue (2009, 36) argue that it is risky to carry trends out too 
many years. this indicates that perhaps they did not believe the implications of their 
model, since their model contained trend variables that continue indefinitely. Also, 
their data contained trends that extended to the end of the data set, often extending 
well past five years. The estimated trend coefficients are therefore based on all the 
years. They also say that some states did not have more than five years of after-law 
data, but ten of the twenty-four states have data out to at least six years (moody and 
marvell 2008, 289).

 the rest of this paper discusses ayres and Donohue’s other points. they list 
four topics: (1) our literature review, (2) our attempt to improve on their model, (3) 
the influence of Florida on the overall results, and (4) their own new estimates. To 
help the reader we follow the arguments in order, although some issues cross the 
four topics. 

Our Literature Review

Ayres and Donohue (2009, 35-39) argue that, by not taking quality into 
account, we overemphasized studies finding that shall-issue laws reduced crime and 
underemphasized studies finding the opposite. The latter group consists entirely of 
work by themselves, except for a study that came out last november (Grambsch 
2008).4   We apologize for missing Donohue (2004).

however, we note that Donohue (2003) reports a model that again does not prove 
what its author claims it proves. Donohue estimated a number of regressions, including 
several that, instead of estimating a dummy and trend, estimated groups of dummy 
variables for years before and years after the shall-issue law. he concludes, “…the effect 
for the ‘two or three years after’ dummy is seen to be highly positive and statistically 
significant …Certainly, there is no evidence of any statistically significant decline in the 
value of the estimated effect across these two periods, which is what one would expect 
if shall-issue laws reduced crime” (Donohue 2003, 312).  In a response article Mustard 
(2003, 329) noted that, “…although it is important to know whether the coefficient 
estimates in the postlaw years are positive or negative, it is also important to understand 
how they compare to the prelaw estimates. For example, if the prelaw estimate is 8.5, and 
the postlaw estimate 5.5, the law may have lowered the crime rate in shall-issue states 
relative to the other states.” We illustrate this point by graphing Donohue’s coefficient 
estimates of the violent crime equation.5  

4 Grambsch tries to control for a possible tendency for states with shall-issue laws to have more crime 
growth before the laws, meaning that there is a possible regression-to-the-mean effect. The years when 
the laws were passed are wrong for 6 of  the 25 shall-issue laws she studied, and this analysis (unlike, say, 
using a step dummy) requires precisely correct dates. She also fails to include many routine and important 
control variables, such as year effects, state trends, lagged dependent variables, prison population, and 
police levels.
5 Graphs of  the individual violent crimes are presented in Mustard (2003, 330). They all show large 
declines after the passage of  a shall-issue law.
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Figure 1: Donohue’s (2003) Estimates of  the Effect of  Shall-Issue Laws on 
Violent Crime6
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note that Donohue’s own coefficients indicate a considerable benefit of the 
shall-issue law. Donohue might choose to interpret this graph as a regression to the 
mean, but that requires that the turning point just happens to occur at the time when 
the shall-issue law goes into effect (in different years in different states). We also note 
that the post-law mean is well below the pre-law mean. 

Our Estimates of Their Model

In Moody and Marvell (2008), we took the Ayres and Donohue hybrid model, 
added three more years of data, addressed two shortcomings (adding a lagged 
dependent variable and correcting standard errors for clustering of counties within 
states), and used a new control variable for crack. The results turned out to be very 
similar to theirs.7

6 This is a graph of  Donohue’s coefficients estimating the percent change in violent crime from his Table 
8-5, “Entire Period (1977-97)” (Donohue 2003, 309).
7 Complete results, data, and Stata .do-files are available at cemood.people.wm.edu/aDreply.zip.

http://cemood.people.wm.edu/ADreply.zip
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Table 1: Variable Names, Definitions, and Means

Variable Definition Mean
ratmur murder rate per 100,000 5.253
ratrap rape rate per 100,000 20.789
ratrob robbery rate per 100,000 45.925
rataga assault rate per 100,000 196.571
ratbur Burglary rate per 100,000 758.450
ratlar larceny rate per 100,000 1777.471
rataut auto theft rate per 100,000 173.088
shallf Shall-issue dummy 0.278
crack Crack cocaine index 0.878
prison Prison population per capita 0.003
aovio arrest rate violent crime 74.247
aopro arrest rate property crime 30.366
unemprt unemployment rate 6.097
rpcpi real per capita personal income 11.408
rpcui real per capita unemployment insurance 0.062
rpcim real per capita income maintenance 0.183
rpcrpo real per capita retirement payments 1.620
povrate Poverty rate 14.025
popc County population 7.895
ppb Percent population black 0.081
pp1019 Percent population 10-19 0.163
pp2029 Percent population 20-29 0.145
pp3039 Percent population 30-39 0.146
pp4049 Percent population 40-49 0.122
pp5064 Percent population 50-64 0.150
pp65o Percent population 65 and over 0.147

Source: See note 7.

however, as ayres and Donohue point out (2009, 51), we erroneously dropped 
1998 data from our murder and rape regressions and we had the wrong date for the 
Philadelphia law. We made these corrections and also took their advice (2009, 52 fn 
14) and collapsed the 36 demographic variables into the percent of the population that 
is black and the percent of the population in the six age groups in order to reduce 
multicollinearity and mitigate data problems. The net effect of these changes is that 
the estimated costs implied by the generally positive short-run dummy coefficients are 
increased but so are the estimated benefits implied by the long run trends. The long 
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run benefits now exceed the short run costs in less than three years.8 See tables 1-6. 

Table 2: Estimated Coefficients

Variable Murder Rape Robbery Assault
Coeff t-ratio Coeff t-ratio Coeff t-ratio Coeff t-ratio

y(t-1) 0.018 2.03 0.142 4.91 0.115 6.94 0.368 13.55
crack 0.055 2.20 0.055 1.95 0.082 4.08 0.024 3.13
prison_1 -63.975 -2.34 -72.242 -0.70 -88.985 -4.01 -14.946 -1.07
aovio -0.001 -3.02 -0.001 -4.51 -0.001 -5.78 -0.001 -4.76
unemprt -0.016 -1.63 -0.018 -1.70 -0.001 -0.10 -0.002 -0.39
rpcpi -0.003 -0.54 -0.026 -5.33 -0.005 -0.98 -0.006 -1.44
rpcui -0.061 -0.24 0.019 0.06 0.176 0.47 -0.289 -2.02
rpcim 0.411 1.62 0.000 0.00 -0.233 -0.55 -0.243 -1.76
rpcrpo -0.083 -0.66 0.049 0.23 0.070 0.90 0.151 2.02
povrate 0.001 0.12 0.005 0.50 0.002 0.58 0.000 -0.03
popc 0.001 1.80 -0.005 -4.73 -0.001 -1.98 0.000 0.16
ppb 4.720 4.59 -5.641 -4.44 3.072 2.35 -0.295 -0.53
pp1019 -4.533 -2.38 6.510 2.69 2.724 0.64 2.537 1.73
pp2029 -3.057 -1.42 6.462 2.54 1.888 0.76 0.799 0.55
pp3039 -6.247 -2.11 0.732 0.26 -2.490 -0.78 1.530 0.88
pp4049 -3.980 -1.27 -0.306 -0.13 -0.438 -0.15 0.176 0.12
pp5064 -6.219 -3.36 4.055 1.60 -3.490 -1.47 -0.499 -0.39
pp65o -3.795 -1.17 3.164 1.04 -2.780 -1.28 -0.551 -0.37
R-square 0.64 0.66 0.85 0.83
n 58845 58818 58844 58830

Burglary Larceny Auto
Coeff t-ratio Coeff t-ratio Coeff t-ratio

y(t-1) 0.402 9.07 0.386 7.24 0.293 5.52
crack 0.041 3.30 0.034 4.01 0.070 3.97
prison_1 -58.306 -3.94 -41.321 -3.14 -74.679 -3.89
aopro -0.001 -5.15 -0.001 -3.59 -0.001 -3.41
unemprt 0.015 2.64 0.006 1.31 -0.003 -0.34
rpcpi -0.018 -4.90 -0.012 -3.99 0.005 0.92
rpcui 0.170 1.32 -0.015 -0.13 0.191 0.57
rpcim 0.103 0.59 -0.119 -1.49 -0.201 -0.45

8  If  we restrict the cost-benefit analysis to significant coefficients only, the long run benefits 
exceed the short run costs in less than four years. 
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rpcrpo 0.107 1.24 0.104 1.65 0.140 1.54
povrate 0.001 0.25 0.001 0.50 0.002 0.85
popc -0.002 -5.03 -0.001 -2.33 -0.001 -2.29
ppb -0.569 -1.59 -0.176 -0.69 4.222 2.78
pp1019 2.961 2.40 1.583 1.18 2.992 0.88
pp2029 1.688 1.98 1.556 1.89 3.009 1.40
pp3039 0.926 0.78 1.183 1.14 -0.563 -0.19
pp4049 -0.328 -0.26 0.799 0.87 0.029 0.01
pp5064 0.709 0.76 0.812 1.05 -2.175 -1.24
pp65o -0.555 -0.38 -0.702 -0.83 -4.720 -2.89
R-square 0.86 0.87 0.84
n 61550 61550 61551
Note: The dependent variable is the crime rate logged. Because of  the large number of  zeroes in the murder and rape 
counts we added .10 to the per capita rates before taking logs. Y(t-1) is the lagged dependent variable. Coefficients in bold 
are significantly different from zero at the .10 level, two-tailed. We have suppressed the estimated coefficients on the year 
dummies and the individual state trends. County fixed-effects are absorbed. 
Source: See note 7.

Table 3a: Shall-Issue Dummy Coefficients: Violent Crime 

State Murder Rape Robbery Assault
Coeff t-ratio Coeff t-ratio Coeff t-ratio Coeff t-ratio

AK -0.010 -0.11 -0.586 -6.41 0.039 0.51 0.074 1.97
AZ 0.263 5.80 -0.026 -0.34 0.202 5.34 0.071 2.76
AR 0.089 1.66 0.049 0.50 -0.062 -1.52 0.102 4.86
FL -0.042 -0.57 -0.197 -3.04 0.160 1.89 0.081 3.14
GA -0.174 -3.67 -0.142 -2.63 -0.130 -2.77 -0.036 -1.66
ID 0.940 20.02 0.283 2.30 0.122 1.71 0.040 1.48
KY 0.032 0.78 -0.359 -5.57 0.280 5.34 0.152 6.39
LA 0.300 5.68 0.068 1.28 0.225 4.43 0.073 2.65
ME 0.380 7.77 0.168 2.10 -0.202 -4.19 -0.170 -5.40
MS 0.166 3.41 -0.083 -1.34 0.141 3.39 0.121 4.43
MT -0.096 -2.49 0.133 0.89 -0.436 -7.14 -0.219 -8.68
NV 0.486 13.66 0.184 2.46 0.122 3.80 0.197 6.86
NC 0.003 0.07 0.116 1.17 0.082 1.80 0.107 4.38
OK 0.083 2.03 0.068 1.34 -0.019 -0.48 0.019 0.82
OR -0.297 -5.71 0.000 0.00 -0.252 -4.33 0.032 1.42
PA -0.104 -2.32 0.042 0.70 -0.101 -2.48 -0.072 -3.09
PH 0.210 4.07 -0.246 -3.59 0.176 2.73 -0.104 -3.98
SC 0.033 0.78 -0.112 -1.44 -0.066 -1.39 0.063 2.65
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TN -0.046 -1.34 -0.148 -2.17 -0.102 -3.04 0.034 1.13
TX -0.069 -1.16 0.113 0.52 0.035 0.58 0.015 0.49
UT 0.141 2.60 -0.099 -1.09 0.136 3.38 0.228 7.57
VA 0.032 0.60 0.058 1.19 -0.020 -0.43 -0.029 -1.41
WV 0.242 5.19 0.109 1.65 -0.116 -2.41 -0.107 -4.34
WY -0.249 -3.61 -0.108 -1.07 0.515 7.18 -0.070 -2.08
US -0.009 0.10 -0.020 0.14 0.008 0.07 0.031 4.92

negative 9 12 11 8
Significant 5 6 7 6
Positive 15 12 13 16
Significant 10 3 11 11

Note: Coefficients in bold are significant at the .10 level, two-tailed. The test statistics for the US weighted average are F-ratios 
corresponding to the null hypothesis that the weighted average is zero. Ph is Philadelphia.
Source: See note 7.

Table 3b: Shall-Issue Dummy Coefficients: Property Crime
State Burglary Larceny Auto

Coeff t-ratio Coeff t-ratio Coeff t-ratio
AK 0.001 0.02 -0.031 -0.76 -0.044 -1.04
AZ 0.090 5.22 0.082 4.36 0.200 4.55
AR -0.049 -3.06 0.022 1.39 -0.008 -0.25
FL -0.004 -0.14 -0.022 -0.82 0.162 2.73
GA -0.111 -4.75 -0.068 -4.52 -0.135 -4.03
ID 0.015 0.53 0.095 3.30 0.136 2.57
KY -0.028 -1.27 -0.086 -4.25 0.090 1.86
LA 0.045 1.70 0.056 2.51 0.196 5.48
ME -0.005 -0.22 0.042 2.49 0.019 0.39
MS -0.036 -1.19 0.013 0.56 -0.046 -1.36
MT 0.113 3.63 0.025 0.84 0.027 0.50
NV 0.172 6.58 0.106 4.71 0.147 5.32
NC -0.006 -0.32 0.073 4.11 0.183 5.61
OK 0.043 2.39 0.060 3.40 0.011 0.36
OR -0.100 -3.04 0.006 0.23 -0.021 -0.41
PA -0.043 -1.89 -0.001 -0.08 -0.035 -1.24
PH -0.007 -0.34 -0.016 -0.97 0.082 1.25
SC -0.043 -1.85 -0.010 -0.59 0.070 1.53
TN -0.026 -1.43 -0.031 -1.47 -0.052 -1.58
TX 0.052 1.57 0.041 1.24 0.055 1.06
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UT 0.095 2.98 -0.029 -1.30 0.248 6.67
VA -0.070 -2.52 -0.004 -0.16 -0.056 -1.28
WV 0.026 0.93 0.053 2.78 -0.134 -2.80
WY 0.115 5.02 0.050 2.03 0.189 3.65
US -0.012 0.64 0.011 0.87 0.049 5.18

negative 13 10 9
Significant 6 2 2
Positive 11 14 15
Significant 7 9 9

Note: See notes to table 3a.
Source: See note 7.

the fact remains that the hybrid model estimates trends and eventually the 
trends will dominate, so if  the coefficients on the trends tend to be negative and the 
coefficients on the dummy positive, the laws will eventually be beneficial. Since Ayres 
and Donohue suggested this model and derived policy implications from it, they are 
presumably obligated to accept its implications. 

Earlier, Ayres and Donohue (2003a, 114, 147-148, 153) complained at length 
that lott and Mustard did not control for the crack epidemic.9 That is a weak criticism, 
because one can usually come up with at least one potentially important missing 
variable in any study, and they themselves never tried to control for crack.  We did try 
but they did not appreciate the effort. We used Fryer et al’s (2005) measure of  crack. 
Ayres and Donohue (2009, 55) object because it is a state-wide measure and crack 
does not affect counties evenly. that is true, but they offer no better measure; the 
perfect should not be the enemy of  the good. Also, crack is concentrated in cities, as 
is crime, and it is positive and highly significant (after correcting for clustering) in all 
seven regressions. Finally, Ayres and Donohue use state-wide variables – notably the 
prison population and the shall-issue laws - in their analyses. 

9 Even though lott and Mustard (1997) did control for crack by including the price of  cocaine in some 
of  their regressions, the results did not change.



          Debate on Shall ISSue lawS

211                            Volume 6, number 2, may 2009

Table 4: Short Run Costs and Benefits, Millions of  2000 Dollars10

State Murder Rape Robbery Assault Burglary Larceny Auto Total
AK -0.89 -15.52 0.30 1.78 0.01 -0.24 -0.52 -15.09
AZ 381.36 -3.68 12.27 14.90 8.66 6.62 37.23 457.35
AR 79.43 4.61 -1.82 10.12 -2.00 0.65 -0.30 90.70
FL -199.91 -121.23 64.38 62.10 -1.97 -4.17 57.06 -143.74
GA -482.36 -44.54 -20.95 -9.76 -19.74 -7.43 -24.16 -608.95
ID 88.59 7.87 0.17 0.98 0.21 1.15 0.97 99.94
KY 10.61 -16.64 8.19 9.60 -0.60 -1.30 2.34 12.20
LA 768.30 11.97 24.69 19.08 4.00 4.06 22.75 854.85
ME 36.91 2.86 -0.54 -2.64 -0.09 0.51 0.16 37.17
MS 107.34 -6.04 2.29 4.43 -1.35 0.23 -0.81 106.09
MT -4.43 1.53 -0.41 -1.27 0.56 0.17 0.14 -3.71
NV 270.95 17.34 5.65 17.20 5.65 2.47 7.23 326.50
NC 6.58 27.17 9.87 34.07 -0.91 7.31 17.57 101.65
OK 113.93 10.04 -0.66 3.25 2.92 2.70 0.74 132.93
OR -110.41 -0.05 -9.67 2.96 -5.25 0.24 -1.21 -123.39
PA -99.36 9.22 -7.33 -13.31 -4.47 -0.08 -4.73 -120.05
PH 303.71 -16.13 22.41 -7.69 -0.18 -0.32 8.45 310.24
SC 38.36 -21.43 -3.98 18.92 -3.37 -0.56 4.82 32.76
TN -69.72 -35.08 -9.96 8.05 -2.20 -1.69 -6.07 -116.67
TX -403.76 98.34 10.95 12.87 17.33 11.35 24.91 -228.00
UT 37.06 -8.27 1.64 9.79 2.42 -1.10 8.03 49.58
VA 49.51 9.14 -1.19 -2.68 -5.35 -0.26 -4.23 44.94
WV 101.20 3.85 -0.86 -1.65 0.50 0.61 -1.69 101.96
WY -14.67 -1.76 0.38 -0.77 0.58 0.33 0.63 -15.28
US 1008.34 -86.42 105.82 190.34 -4.65 21.27 149.30 1384.00

Source: See note 7.

The Influence of  Florida

Ayres and Donohue’s main criticism, at least in terms of  number of  pages 
(42-47), is that without Florida there is little evidence that shall-issue laws have an 
effect.  however, lots of  people live in Florida (16 million in 2000), so the state has 
extra weight in the cost-benefit analysis. Also, it is not legitimate to simply drop an 
inconvenient outlier. The researcher should at least also drop the equivalent outlier 

10 Costs are positive (crime rates increase) and benefits are negative (crime rates decrease). Bold indi-
cates that the sum across states is significantly different from zero at the .10 level. Ph is Philadelphia.
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on the other side, which is Tennessee. For crime rates, the (positive) coefficients for 
Tennessee are larger than the (mostly negative) coefficients for Florida (Moody and 

Table 5a: Shall-Issue Post-Law Trend Coefficients: Violent Crime

State Murder Rape Robbery Assault
Coeff t-ratio Coeff t-ratio Coeff t-ratio Coeff t-ratio

AK 0.032 1.58 -0.027 -0.46 -0.064 -3.97 -0.028 -2.50
AZ -0.047 -2.76 0.007 0.25 -0.002 -0.13 -0.015 -1.80
AR -0.147 -10.57 -0.078 -3.78 0.006 0.23 0.052 6.29
FL -0.064 -3.66 0.052 3.11 -0.089 -6.51 0.001 0.20
GA 0.011 1.17 -0.040 -3.72 -0.034 -3.45 -0.008 -1.60
ID -0.026 -2.61 0.000 0.00 0.089 4.23 0.035 4.90
KY -0.007 -0.40 -0.088 -4.27 -0.039 -1.83 -0.071 -6.02
LA -0.006 -0.32 0.054 1.41 0.033 1.61 0.007 0.65
ME 0.043 4.22 -0.014 -0.68 0.005 0.34 0.016 2.96
MS 0.033 2.82 0.065 2.91 0.074 4.20 0.070 10.86
MT 0.056 5.99 0.049 2.11 0.157 15.33 0.210 29.10
NV -0.077 -6.55 -0.067 -2.17 -0.022 -1.38 -0.072 -6.73
NC 0.004 0.30 -0.068 -1.94 -0.026 -1.33 -0.021 -2.26
OK 0.010 0.80 -0.029 -1.56 -0.001 -0.05 -0.006 -0.60
OR -0.045 -2.86 -0.038 -1.27 -0.018 -1.20 0.053 7.00
PA 0.024 3.40 -0.010 -0.87 0.046 4.88 0.017 3.06
PH -0.057 -3.99 0.143 6.91 -0.031 -2.05 0.130 13.07
SC -0.003 -0.16 -0.069 -2.28 -0.019 -0.87 -0.033 -3.01
TN 0.114 9.09 0.107 6.25 0.115 6.31 0.078 9.29
TX -0.011 -0.86 -0.031 -1.44 -0.015 -0.82 -0.016 -1.71
UT -0.054 -3.61 -0.014 -0.44 0.013 0.33 -0.002 -0.18
VA 0.000 0.01 0.009 0.85 0.034 3.06 0.025 4.72
WV -0.091 -9.21 -0.058 -3.49 0.017 0.93 0.110 12.60
WY 0.153 13.16 -0.014 -0.63 0.044 1.87 0.069 9.16
US -0.013 1.98 -0.009 0.34 -0.004 0.06 0.013 3.89

negative 13 15 12 10
Significant 9 7 5 7
Positive 11 9 12 14
Significant 6 5 7 12

Note: See notes to table 3a.
Source: See note 7.
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Table 5b: Shall-Issue Post-Law Trend Coefficients: Property Crime

State Burglary Larceny Auto
Coeff t-ratio Coeff t-ratio Coeff t-ratio

AK -0.032 -2.14 -0.027 -2.35 -0.030 -2.20
AZ -0.007 -0.76 -0.027 -3.93 -0.057 -3.61
AR -0.005 -0.64 -0.001 -0.14 -0.006 -0.33
FL -0.021 -2.56 0.003 0.43 -0.013 -0.89
GA -0.013 -1.94 -0.004 -0.62 0.007 0.80
ID 0.012 1.56 -0.012 -1.69 0.030 1.61
KY -0.009 -0.82 0.005 0.57 0.000 0.02
LA 0.047 4.73 0.031 3.84 0.055 2.41
ME 0.003 0.66 0.005 0.92 0.017 1.25
MS 0.057 7.22 0.066 8.82 0.089 6.25
MT 0.009 1.58 0.027 6.33 0.038 4.35
NV -0.026 -3.15 -0.045 -6.56 -0.006 -0.44
NC -0.013 -1.35 -0.013 -1.75 0.001 0.08
OK -0.016 -1.76 -0.013 -1.64 -0.001 -0.08
OR -0.002 -0.24 0.012 1.89 -0.003 -0.20
PA 0.012 2.89 0.022 5.79 0.011 1.37
PH -0.002 -0.33 0.039 7.57 -0.059 -5.33
SC -0.023 -1.82 -0.011 -1.09 0.007 0.38
TN 0.060 7.10 0.067 8.26 0.083 5.12
TX 0.016 1.78 0.002 0.31 -0.005 -0.42
UT -0.005 -0.37 -0.015 -1.16 -0.012 -0.36
VA 0.000 0.07 0.002 0.36 0.001 0.09
WV 0.014 1.55 0.009 1.01 0.038 2.75
WY -0.013 -1.45 -0.009 -1.19 0.027 1.47
US 0.003 0.24 0.008 1.87 0.006 0.24

negative 14 11 10
Significant 6 5 3
Positive 10 13 14
Significant 5 7 5

Note: See notes to table 3a.
Source: See note 7.

Marvell 2008, 282-286). In the cost-benefit analysis of  the long term impact, the savings 
for all 24 shall-issue states ($450 million per year) is not much more than the $402 
million without Florida and Tennessee (287). These results are similar to the updated 
results in Table 6 below ($466 million per year without Florida and Tennessee). Ayres 



mooDy anD marVell

ECOn JOURnAl WATCh                 214

and Donohue refer to the cumulative effect (moody and marvell 2008, 289 table 9), 
where Florida dominates due to the large number of  post-law years.  When comparing 
states, the average yearly effect is the only meaningful measure. The only purpose of  our 
previous Table 9 is to estimate overall USA cost and benefits during the study period. 

As Ayres and Donohue note, Florida has data problems, but their presentation 
of  the problems is misleading. In their Figure 1 they compare aggregated county level 
homicide data to the FBI estimate of  total state data, showing that the latter drops less 
after 1975. These curves are not comparable. The reason for the difference is that Dade 
County data are missing during that period, and the FBI data include an estimate of  
homicides for Dade. In the county data set, Dade homicide is simply scored as missing.   
Ayres and Donohue’s diatribe on page 46 and 47 is based on the assumption that 
Florida should be dropped; again, it is not correct to drop inconvenient observations 
in the data set. It is not enough to argue that Florida’s data has problems; they must 
show that the problems are worse than in other states, which they fail to do.

Ayres and Donohue (2009, 45) quote a passage from a draft version of  Kovandzic 
and Marvell (2003) that differs from the final version. These authors obviously considered 
the draft language wrong; consequently the material in Ayres and Donohue’s quote is 
wrong.  Kovandzic and Marvell found no evidence of  a relationship between crime 
rates and the rate of  carry permits. but the results of  the two studies are not directly 
comparable. the ayres and Donohue hybrid model compares crime across states with 
and without the shall-issue law. It is quite possible that Florida’s law reduced crime, 
compared to states that did not pass a shall-issue law, even if  the marginal impact of  a 
new concealed carry permit did not have a significant effect within Florida.

Table 6: Long Run Costs and Benefits (Post-Law Trends), Millions of  2000 Dollars

State Murder Rape Robbery Assault Burglary Larceny Auto Total
AK 2.96 -0.72 -0.50 -0.69 -0.17 -0.21 -0.36 0.32
AZ -67.85 0.98 -0.14 -3.05 -0.63 -2.18 -10.52 -83.39
AR -130.79 -7.36 0.16 5.13 -0.21 -0.03 -0.21 -133.31
FL -302.35 32.10 -35.69 0.92 -9.31 0.54 -4.69 -318.47
GA 31.55 -12.41 -5.47 -2.14 -2.31 -0.40 1.26 10.09
ID -2.45 0.00 0.12 0.86 0.16 -0.15 0.21 -1.24
KY -2.24 -4.09 -1.14 -4.48 -0.20 0.08 0.01 -12.06
LA -15.25 9.49 3.66 1.83 4.15 2.20 6.42 12.50
ME 4.18 -0.25 0.01 0.25 0.06 0.07 0.14 4.47
MS 21.11 4.69 1.19 2.57 2.10 1.15 1.59 34.39
MT 2.57 0.57 0.15 1.21 0.04 0.18 0.19 4.92
NV -43.13 -6.37 -1.03 -6.34 -0.85 -1.04 -0.29 -59.05
NC 9.78 -16.02 -3.09 -6.69 -2.13 -1.32 0.12 -19.34
OK 14.23 -4.28 -0.04 -0.96 -1.09 -0.57 -0.09 7.21
OR -16.78 -5.19 -0.69 4.93 -0.11 0.52 -0.16 -17.47
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PA 22.94 -2.24 3.34 3.06 1.23 1.58 1.55 31.45
PH -81.63 9.35 -3.98 9.64 -0.06 0.79 -6.13 -72.03
SC -3.51 -13.17 -1.15 -9.82 -1.80 -0.65 0.48 -29.63
TN 171.76 25.30 11.14 18.52 5.15 3.62 9.73 245.22
TX -64.52 -26.72 -4.67 -13.26 5.17 0.58 -2.44 -105.87
UT -14.25 -1.14 0.16 -0.07 -0.13 -0.58 -0.38 -16.39
VA 0.12 1.43 2.05 2.28 0.03 0.12 0.07 6.10
WV -38.12 -2.07 0.12 1.69 0.27 0.10 0.47 -37.53
WY 9.00 -0.24 0.03 0.75 -0.07 -0.06 0.09 9.52
US -492.66 -18.34 -35.45 6.13 -0.70 4.35 -2.94 -539.60

Note: Costs are positive (crime rates increase) and benefits are negative (crime rates decrease). Bold indicates that the sum across 
states is significantly different from zero at the .10 level. Ph is Philadelphia.
Source: See note 7.

Ayres and Donohue’s New Aggregate Analyses

Ayres and Donohue (2009, 48-50) present charts showing trends for states 
without shall-issue laws, states with early laws and states with later laws. this 
methodology is obviously weak, since it makes no attempt to control for the effects 
of  relevant control variables.  

Ayres and Donohue (2009, 50-55 Table 1) present a regression using aggregated  
shall-issue law variables, even though in their previous articles they persistently 
recommended separate shall-issue law variables for each state. For example, 

“It [aggregate analysis] simply overlooks …the entire thrust of  our 
paper: that aggregated specifications of  the effects of  these laws 
are badly marred by jurisdiction selection effects … [C]laims based on 
these aggregated estimates are inaccurate and misleading…. The data at every 
turn reject the idea that concealed-carry laws passed in different 
jurisdictions have a uniform impact on crime. therefore the results 
of  disaggregated regressions must … be taken as a more authoritative 
assessment of  the overall impact of  concealed-carry laws” (Ayres and 
Donohue 2003b, 1372-3, italics supplied).

nevertheless, in their latest analysis they attempt to measure the effect of  the 
shall-issue laws across all adopting states with a single dummy and a single trend and 
claim to find increases in crime (Ayres and Donohue 2009, 56). These claims rest 
on the finding of  no significant effect of  the law, except for a small positive effect 
on assault. (Ayres and Donohue 2009, 51 Table 1). They also find some positive 
effects on property crime when they drop the state trends (53 table 2), but this is not 
legitimate since the state trends are highly significant.11 Finally, the data thoroughly 

11 Ayres and Donohue repeatedly argue that county level data has quality problems. nevertheless, Ayres 
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reject their aggregate specification. Simple F-tests of  the equality of  the coefficients 
on the dummy variables as well as the same tests on the post-law trends across states 
are rejected for all seven crimes. The smallest F-ratio was over 300 and the probability-
values were all less than 0.0000.

Conclusion

Ayres and Donohue (2003a) estimated a model using a dummy variable and 
a post-law trend on county data and claimed to find that shall-issue laws increased 
crime. however, a close reading of  their article revealed that this claim depended on 
their truncating the trends at five years, one year before their estimates would have 
shown a decrease in crime. If  they had merely included in their paper something like 
the following statement, we would not be having this debate:

In calculating the costs and benefits of  the shall-issue laws we extrapolate 
the post-law trends for five years. however, when we extrapolate the 
trends for six or more years, we find that the conclusions are reversed.
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Ian Ayres1 and John J. donohue III2

AbstrAct

Introduction

Moody and Marvell (MM) have now replied to our comment (Ayres and donohue 
2009) on their initial 2008 publication, “the debate on shall-Issue laws.”  MM begin their 
latest effort—“the debate on shall-Issue laws, continued”—by declaring that they “are 
not advocates” of laws granting citizens the right to carry concealed handguns (rtc laws). 
In support of this claim, MM note that they have published papers finding that RTC laws 
both reduce crime (two papers) and do not reduce crime (three papers). Given the fact that 
neither MM (2008) nor their latest comment tries to reconcile the internal conflict in their 
own writings, let alone the larger literature, it is puzzling that a tweak on our 2003 paper 
would lead them to conclude their 2008 paper by stating, “In our judgment, the weight of 
the evidence … indicates that shall issue laws reduce crime.”  to the extent that they have 
now backed away from that claim, progress will have been made.

Nonetheless, MM claimed to find support for the crime-reduction hypothesis 
by extrapolating some trends estimated in Ayres and donohue (2003). Indeed, MM 
criticized us for only evaluating the trend for five years, noting that 10 of the 24 
states on which we generated our trend estimates contained data for at least six 
years. We would have thought, though, that one would want to be very cautious in 
extending trends beyond five years when 14 of the 24 states have no post-passage 

1 townsend Professor, yale law school, new haven, connecticut, 06511.
2 surbeck Professor, yale law school, new haven, connecticut, 06511. 
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works.bepress.com/john_donohue/.

Econ Journal Watch
Volume 6, Number 2

May 2009, pp 218-238

More Guns, Less Crime Fails 
Again: The Latest Evidence from 

1977 – 2006

http://www.aier.org/aier/publications/ejw_ab_may09_ayresdonohue.pdf
http://works.bepress.com/john_donohue/
http://works.bepress.com/john_donohue/


          shAll-Issue debAte contInued

219                            VoluMe 6, nuMber 2, MAy 2009

data beyond three years. Indeed, trying to draw inferences about what is happening 
to crime in 14 states five years after passage when one only has data for three years 
is the essence of extrapolating beyond the range of one’s data, which is always a 
perilous exercise. We are thus puzzled by their latest assertion that perhaps we “did 
not believe the implications of [our] model, since [it] contained trend variables that 
continue indefinitely” (Moody and Marvell 2009). Of course, every linear model may 
be thought to continue indefinitely, but we certainly wouldn’t encourage extrapolation 
beyond the range of the data over which the linear trend is estimated.

Moody and Marvell Misinterpret the Evidence 
from Donohue (2003)

MM’s latest comment also states that while they overlooked donohue (2003) in their 
2008 literature review, they have now examined that paper and conclude that “donohue’s 
own coefficients indicate a considerable benefit of the shall-issue law” (Moody and 
Marvell 2009). Figure 1 in their current reply purports to graph violent crime coefficients 
from table 8-5 in donohue (2003), but there are two problems with this showing. First, 
they incorrectly graph the estimates from donohue’s table (which should appear as a step 
function based on a succession of two-year dummy variables rather than a linear graph). 
second, and more importantly, MM misinterpret the estimates.3  

the most useful information from the table 8-5 estimates in donohue (2003) 
was the comparison of the estimated effect from one or two years before passage to 
two to three years after passage. As that article made clear, this comparison showed 
no evidence of a decline for violent crime, or any crime category for that matter. 
(Indeed, the only evidence of any impact was in the direction of increasing crime in all 
four property crime categories.)  As donohue (2003) explained, looking at estimates 
beyond two to three post-passage years was unwise since, after that point, one would 
be comparing the pre-passage dummy for 24 states that were to adopt the RTC law 
with a post-passage estimate for only 10 of those 24 states. Thus, MM’s Figure 1 fails 
the old apples-and-oranges test: the post-passage estimates on the right hand side of 
that figure are not comparable to the pre-passage figures on the left hand side of the 
figure. This point is so basic that one might have thought that it would only need to 
be made once (back in 2003), but apparently it needs repeating.

3 MM seek support for their position with a quote from david Mustard, but he, unfortunately, 
made the same mistake they make. Mustard (2003: 329).
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New State Panel Data Evidence from 1977 – 20064

MM then go on to tinker with their 1977-2000 county data in an effort to show 
that they can generate some results (using defective county data, including the highly 
flawed Florida data) that, in aggregate, will support their conclusion that the overall 
effect of rtc laws is a net reduction in crime.5   but time has now passed them by, 
as we tried to show in our previous graphs of the very different trends in crime after 
2000. MM take refuge in saying that our graphical depictions don’t control for other 
factors influencing crime. True enough. But we thought that our graphs would have 
made them cautious about making claims based on their incomplete data that the 
patterns of crime in the more recent data were more favorable in states that did not 
have rtc laws than in states that did. 

In any event, to address their concerns about the lack of controls, we extended 
our state panel data six additional years beyond that used by MM (who used county data 
from 1977-2000). Again, we believe that the advantages of county data (in enabling 
controls for county fixed effects) are outweighed by the poorer quality of county data. 
MM emphasized three econometric features in their estimations that we will follow 
in our analysis below. First, MM control for state trends. second, they cluster the 
standard errors. And third, they emphasize the hybrid specification, which allows for 
both a shift (upward or downward) in crime as well as a change in the trend of crime 
(the slope) following the adoption of an rtc law.6  MM note that, unless the shift 
variable is very large relative to the trend variable, in the end the trend variable will 
indicate the long-run effect of the law (assuming the specification is working well). 
All three of these features have become fairly standard in state panel data analyses, 
although the inclusion of state trends and clustering may be disputed by some.  

Again, as we illustrate below, the evidence is most supportive of the claim 
that rtc laws increase aggravated assault. but the original lott and Mustard (1997) 
specification suggests that RTC laws also increase rape, while the MM (2009) 
specification also suggests on its face that RTC laws reduce auto theft. But when 
we subject these specifications to a plausible robustness check, we see that while the 
evidence of an increase in aggravated assault is strengthened, the evidence concerning 
the effect of RTC laws on rape and auto theft become murkier still. The specific 

4 Although our newly created state data set contains crime data from 1977 to 2007, two of  the 
explanatory variables—arrest rate and police rate—are only available up to 2006. thus, all of  
our specifications can only be run on data up to 2006.
5 our previous comment on MM (2008) pointed out a number of  problems with the county 
data. note, too, that the FbI’s uniform crime reports have now withdrawn the 1993 county 
crime data used by MM, as it has been recognized as faulty. According to the national Archive 
of  criminal Justice data (nAcdJ), the FbI’s 1993 county (but not state) crime estimates 
were imputed incorrectly and so were made unavailable to the general public. the nAcJd 
anticipates being able to re-release updated county crime data for 1993 later this year. We also 
discuss below a problem with the MM incarceration data for 2000.
6 In addition to the hybrid model, we also generate estimates using the dummy variable and 
spline (or trend) models that we presented in our earlier comment. 
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explanatory variables used in these three specifications are shown in Table 1. In all 
cases, the dependent variable is the natural log of the crime rate (for each of seven 
Index I crime categories). 

A. Lott and Mustard Specification

In responding to the implicit invitation by MM that we add controls to our 
added years of crime data, we of course have to make some choices about the 
appropriate explanatory variables. since MM cited the original lott and Mustard 
study as providing evidence in support of the proposition that rtc laws reduce 
crime, one assumes that they would be interested to know whether the lott and 
Mustard explanatory variables would still provide support for the “more guns, less 
crime” hypothesis when estimated over the 1977-2006 period.7  the lott and Mustard 
specification is also important because the National Research Council (2005) report 
on RTC laws relied on this specification (run on county data) for the period 1977-
2000.

The Lott and Mustard explanatory variables are depicted in the first column 
of table 1 exactly as they were in the 1997 paper (and the national research council 
report), except for the three MM features described above and one that we added 
concerning the arrest rate variable that both lott and Mustard and MM employ. 
While we are not enthusiastic about this pseudo-arrest rate variable (for reasons 
previously discussed on p. 52 in our initial reply and elsewhere), we believe it is 
particularly inappropriate as an econometric matter to include the arrest rate in its 
contemporaneous form, as both pairs of authors have done. to understand this problem, 
consider their murder regression. In using the contemporaneous arrest rate, lott and 
Mustard and MM are essentially explaining murders (the left-hand side variable) with 
a ratio as a right-hand side variable that contains murders (in the denominator). to 
avoid this severe endogeneity problem, one should at least lag the arrest rate by one 
year—which we do below in every regression that uses that variable.

table 2 shows the results of our estimates of the impact of rtc laws using 
the lott and Mustard variables on the extended state panel data set. looking at the 
hybrid model, one sees that for six of the seven crime categories, the table suggests 
that rtc laws increase crime, although only one of these seven—aggravated assault—
is statistically significant at the .01 level. The only contrary evidence is in the property 
crime category, where on its face table 2 would suggest that rtc laws are associated 
with a decrease in auto theft, albeit at a lower level of significance (the .05 level). The 
fact that six of the seven crime categories are rising at least raises the specter that the 
one contrary estimate for auto theft is spurious. but even if one accepts the facial 
findings of substantially higher aggravated assaults and somewhat lower auto thefts, 
this would be a bad tradeoff since aggravated assault is much more socially costly 

7 lott and Mustard (1997) analyzed crime data for u.s. counties from 1977 to 1992 and con-
cluded that allowing citizens to carry concealed weapons deters crime.  
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than auto theft.8  In any event, this is not exactly a ringing endorsement of the more 
guns, less crime hypothesis.

Table 1: Three Different Sets of Explanatory Variables Used to Estimate the Impact of RTC Laws9, 10, 11, 12, 13

Lott-Mustard (1997) & NRC (2005) Moody-Marvell (2009) Ayres-donohue (2009) robustness 
check

RTC law dummy (see Appendix 1) rtc law dummy rtc law dummy
Post-passage RTC law trend Post-passage rtc law trend Post-passage rtc law trend
Lagged arrest rates1 lagged arrest rates lagged police rate2

4 real per capita income measures3 4 real per capita income measures 4 real per capita income measures 
State population state population
Population density4 Population density
Year dummies year dummies year dummies
With state trends With state trends With state trends
Percent pop white males 10-19
Percent pop white males 20-29 lagged incarceration rate5 lagged incarceration rate
Percent pop white males 30-39 unemployment rate unemployment rate
Percent pop white males 40-49 Poverty rate Poverty rate
Percent pop white males 50-64 Percent pop black
Percent pop white males 65+ Percent pop ages 10-19 Percent pop black males 10-19

8 donohue (2009) indicates that aggravated assault is both more common and, on average, 
more socially costly than auto theft. On the relative frequency of  the two crimes, see the first 
column of  table d1 in donohue (2009). on the relative cost, note that low-end estimates of  
the cost per crime are $19,500 for assault and $1,200 for auto theft (Table 4). The respective 
high-end estimates are $91,800 and $5,700 (table 5).
9 lott-Mustard and nrc lagged arrest rates: the arrest rate variable used in the lott and 
Mustard and MM specifications for the four violent crimes was calculated as the number of  
total arrests for violent crimes divided by the total number of  violent crimes.  For the three 
property crimes, the analogous overall property crime arrest rate is used.
10 Ayres-donohue lagged police rate: the police rate was obtained from local-level police 
protection figures from the Census Bureau.  According to the U.S. Bureau of  Justice Statistics 
(BJS), “police protection” refers to officers who have “the function of  enforcing the law, and 
preserving order and traffic safety and apprehending those who violate the law, whether these 
activities are performed by a police department, a sheriff ’s department, or a special police 
force” (bureau of  Justice statistics 2008).  Police rate was calculated as total police protection 
in a state per 100,000 population.
11 Lott-Mustard and NRC 4 real per capita income mesaures: The four individual real per 
capita income measures are personal income (defined in Appendix 4 below), unemployment 
benefits, income maintenance, and retirement payments. 
12 lott-Mustard and nrc population density was calculated by dividing a state’s total popula-
tion by the state’s area per square mile.
13 MM lagged incarceration rate density was calculated by dividing a state’s total population by 
the state’s area per square mile.
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Percent pop white females 10-19 Percent pop ages 20-29 Percent pop black males 20-29
Percent pop white females 20-29 Percent pop ages 30-39 Percent pop black males 30-39
Percent pop white females 30-39 Percent pop ages 40-49 Percent pop white males 10-19
Percent pop white females 40-49 Percent pop ages 50-64 Percent pop white males 20-29
Percent pop white females 50-64 Percent pop ages 65+ Percent pop white males 30-39
Percent pop white females 65+ lagged dependent variable
The above 12 demographic 
controls are repeated for blacks 
and “other” races (yielding a total 
of 36 demographic controls)

crack index

but there is more. the lack of any evidence in table 2 of a decline in murder 
rates associated with the adoption of RTC laws is particularly significant because of 
the prominence given to this precise issue in the 2005 national research council 
(NRC) report. In the final report, 15 of the 16 members of the Committee were not 
persuaded by the claims that rtc laws reduced crime. James Q. Wilson, however, 
issued a dissent in which he opined, “I find that the evidence presented by Lott and 
his supporters suggests that rtc laws do in fact help drive down the murder rate, 
though their effect on other crimes is ambiguous” (nrc 2005, 271). In particular, 
Wilson stated that “it is hard for me to understand” why lott’s claims that rtc “laws 
drive down the murder rate … are called ‘fragile’” (270). 

table 2 suggests that the nrc majority got it right: lott’s claimed murder 
effect disappears. this is the essence of fragility. the only difference between the 
regressions that persuaded Wilson that rtc laws reduce murder and the table 2 
regressions that undermine this view are: (1) Wilson was looking at county data 
for 1977-2000, while we present state data for 1977-2006; (2) we use the three MM 
features (state trends, clustering, hybrid model), while Wilson looked only at models 
without these features; and (3) we lagged the arrest rate to avoid the endogeneity 
problem from using contemporaneous arrest rates.

Despite the conflict between the NRC panel (which decided not to cluster 
the standard errors) and MM, who advocate clustering (thereby adhering to much 
current econometric practice—albeit on a question about which the literature has 
yet to achieve closure), this issue is irrelevant to the Table 2 finding of no support for 
the claim that rtc laws reduce murder. Whether one clusters the standard errors 
or not, the Table 2 coefficients do not support Wilson’s conclusion. In fact, without 
clustering, table 2 would indicate that not only do rtc laws increase aggravated 
assault (again at the .01 level of significance), but that they also increase murder, rape, 
robbery, and burglary (albeit at the .10 level).14  since lott opposes clustering and 
table 2 presents the lott and Mustard model, his approach now supports a broad 
conclusion that more guns generate more crime.

Were one inclined to follow Wilson’s approach and draw strong inferences from 

14 Lott (2004) concludes that “clustering by state is inappropriate and biases the results against 
finding statistically significant changes in crime rates” (19-20).
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one idiosyncratic set of regressions, one would presumably endorse the view that rtc 
laws increase aggravated assault and do not reduce murders, as shown in table 2 (while 
decreasing auto theft). Yet how much confidence can we really have in the Lott and 
Mustard specification given that, in addition to its other infirmities, it does not even 
include a variable known to be a powerful factor in reducing crime—the incarceration 
rate (Marvell and Moody 1994; Levitt 1996)? If the incarceration rate is correlated with 
the presence of rtc laws, then the resulting estimates on the impact of these laws 
would be marred by omitted variable bias. Since this was the precise specification on 
which Wilson relied, one again sees how unguarded he was in reaching his dissenting 
opinion based on a regression with no control for perhaps the most important influence 
on crime over the last three decades. 

Table 2: The Estimated Impact of RTC Laws, All Crimes, 1977-2006 State Data, Controlling for State Trends, 
Lott and Mustard Explanatory Variables, Lagged Arrest Rates, With Clustering15

Murder rape Aggravated 
Assault robbery Auto 

theft burglary larceny

1. Dummy variable model: -2.63% -2.49% -1.14% -2.48% 2.98% -1.96% 1.22%
3.02% 2.24% 2.71% 2.59% 2.51% 1.30% 1.04%

2. Spline model: 0.79% 0.44% 2.48% 0.65% -1.55% 0.56% 0.36%
0.86% 0.79% 0.64% 1.09% 0.72% 0.79% 0.62%

3. Hybrid model:
     Postpassage dummy -3.38% -2.95% -3.20% -3.10% 4.38% -2.50% 0.98%

3.17% 2.47% 2.76% 2.66% 2.66% 1.59% 1.23%
     trend effect 0.96% 0.59% 2.64% 0.80% -1.78% 0.69% 0.31%
 0.87% 0.84% 0.66% 1.10% 0.77% 0.83% 0.65%

B. Moody and Marvell Specification

In their latest reply, MM also provide their own set of explanatory variables—some 
based on their own initial choices and some responding to our previous suggestions. the 
second column of our table 1 above displays the MM explanatory variables, but with the 
lagged (instead of contemporaneous) arrest rate. note that MM include incarceration 
rate as an explanatory variable. In at least this respect, the MM specification would 
appear to have a clear advantage over the Lott and Mustard specification, which had no 
control for incarceration.

table 3 provides aggregate estimates of the effects of rtc laws based on the 

15 For Table 2 as well as all subsequent tables, statistical significance is denoted as follows: esti-
mates significant at the .10 level are underlined, estimates significant at the .05 level are bolded, 
and estimates significant at the .01 level are bolded and underlined.  In addition, all tables pre-
sented in this paper display estimates for which robust standard errors are clustered by state.



          shAll-Issue debAte contInued

225                            VoluMe 6, nuMber 2, MAy 2009

MM specification, again employing state data over the years 1977-2006.16  the table 
3 results are similar to those in table 2, although all of the estimated effects shrink 
noticeably. The table shows statistically significant increases in rape (at the .05 level 
of significance) as well as aggravated assault (at the .01 level). All four violent crime 
categories are consistent with increasing crime rates, although neither the murder 
increase nor the smaller estimated increase in robbery is statistically significant. 

Table 3: The Estimated Impact of RTC Laws, All Crimes, 1977-2006 State Data, Controlling 
for State Trends and Extending Crack, Moody and Marvell Explanatory Variables (with the 

exception of lagging the arrest rates), With Clustering

Murder rape Aggravated 
Assault robbery Auto 

theft burglary larceny

1. Dummy 
variable model: 0.40% -0.92% 1.02% 0.96% 1.36% -0.20% 0.83%

1.73% 1.27% 1.06% 1.41% 1.38% 1.06% 0.78%
2. Spline model: 0.34% 0.70% 0.98% 0.25% -0.06% 0.08% -0.05%

0.60% 0.34% 0.37% 0.41% 0.35% 0.28% 0.21%
3. Hybrid model:
Post-passage       
dummy 0.18% -1.43% 0.34% 0.81% 1.45% -0.26% 0.89%

1.86% 1.32% 1.19% 1.37% 1.38% 1.02% 0.76%
trend effect 0.33% 0.76% 0.97% 0.22% -0.12% 0.09% -0.09%
 0.62% 0.35% 0.39% 0.41% 0.34% 0.28% 0.21%

Once again, we should note that the MM specification undercuts Wilson’s 
claimed murder suppression effect even more thoroughly than the lott and Mustard 
specification did. On its face, it would appear that RTC laws are increasing rape and 
aggravated assault, but again we must ask: are these regression models working well? 
Appendix 2 tries to provide some information on that question by exploring the 
estimated effects that are generated for the other important variables of interest.

table A1 in Appendix 2 begins by examining the estimated effect of the 
incarceration rate on crime for the MM specification. For four of the seven crime 
categories, this table suggests that increases in incarceration have essentially no 
effect on crime. this seems implausible and is dramatically inconsistent with a large 
literature (Donohue 2009), including an earlier paper by Marvell and Moody (1994). 

16 the state-level crack measure—developed in Fryer et al. (2005) and used by MM—only 
goes up to 2000. Since the criminogenic influence of  crack had largely abated by 2000 it is 
probably reasonable to extend the crack variable simply by using 2000 values for 2001 to 2006, 
which is what we depict in table 3. It turns out that the crack variable makes little difference to 
the results from the MM regressions, whether one includes it or drops it for either 1977-2000 
or 1977-2006 state-level data.
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One has to ask: if the MM specification does a poor job of predicting the impact of 
incarceration on crime, should we believe that this specification can reliably estimate 
the impact of RTC laws on crime?

Further concerns about whether the MM specification is working well are 
provided in Appendix 2’s table A3, which shows the estimated effect of crack on 
crime. This table shows that MM’s crack variable has no statistically significant effect 
in raising the murder rate, which is contrary to the almost universal opinion that the 
rise of the crack cocaine phenomenon had a powerful effect in increasing murders 
in the United States in the late 1980s. While this may simply reflect the fact that it 
is a tricky proposition to capture the criminogenic influence of crime in a statistical 
measure, it likely means that crack’s large impact on murder is not adequately 
captured in the included crack variable. this implies that all regression estimates of 
the impact of rtc laws on crime are potentially marred by severe omitted-variable 
bias, especially since we know that the states that had the largest crack problems in 
the early days of the epidemic were states such as new york and california, which 
did not adopt RTC laws. Thus, what some of the early papers deemed to be a benefit 
of passing rtc laws in reducing murder may well be the effect of crack’s harmful 
impact on murder in states that chose not to adopt rtc laws. of course, the big 
question—yet to be resolved—is whether the apparent null effect of rtc laws on 
murders would be suggestive of crime increases if the regression models could correctly 
control for the impact of crack on murder.

C. A Robustness Check

While one might feel comfortable in concluding at this point that rtc laws 
increase aggravated assaults—and perhaps rape, if one prefers the MM specification to 
that of lott and Mustard—we have seen enough fragility in the panel data estimates of 
the effect of rtc laws to be cautious about leaping to strong conclusions. remember 
that all of our findings are based on statewide, aggregate hybrid models, estimated 
on state data, including state trends and clustering the standard errors. All of these 
points seem reasonable to us (and MM specifically endorse all but the aggregate 
estimates on state data), but it is probably useful to bear in mind that all of these 
choices have generated at least some contention in the published literature. Moreover, 
we ourselves have criticized elements of the lott and Mustard and MM models, owing 
to (1) their reliance on questionable arrest rate data; (2) their failure to include highly 
important variables, such as the incarceration rate (in the case of lott and Mustard) 
and a measure of police presence (which neither lott and Mustard nor MM include); 
and (3) lott and Mustard’s reliance on overly numerous demographic variables that 
are likely flawed by measurement error (which MM have now abandoned in response 
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to our previous critique).17

to at least provide a check on how some variations in the explanatory variables 
might influence the results in Tables 2 and 3, we offer an alternative set of explanatory 
variables (while still retaining the core choices of aggregate, hybrid estimates on state 
data, including state trends and clustering the standard errors). column 3 of table 1 
lists these explanatory variables, which contain various plausible modifications and 
additions to the previously discussed Lott and Mustard and MM specifications. These 
variables were chosen based on a priori consideration of potential weaknesses of the 
models depicted in tables 2 and 3 and were not altered after seeing the regression 
results (although we do discuss some further permutations below, such as adding in 
the crack variable). Appendix 3 provides summary statistics for these variables. 

the primary changes we employed in this robustness check were to alter 
the MM specification by dropping (1) the lagged dependent variable, (2) the crack 
variable (although this variable has little effect on the results whether included or 
not), (3) the conceptually flawed arrest rate variable, and (4) the state population 
control, which we believe is superfluous given the fact that we already control for 
population density (and weight the regression by population). As in table 3, we use 
a control for the state incarceration rate.18  We also introduce a variable that neither 
lott and Mustard nor MM employed: the number of police per 100,000 population. 
Furthermore, as illustrated in table 1, we control for a more limited number of 
demographic categories:  black males 10-39 and white males 10-39 (a total of six 
demographic controls versus 36 in the Lott and Mustard specification and seven in 
the latest MM response). Finally, as in all of the regressions we report in this reply, we 
again cluster the robust standard errors and control for state trends.

Where does this robustness check leave us? On the positive side, in terms of 
being able to draw firm conclusions, RTC laws seem to be associated with substantial 
and statistically significant increases in aggravated assault across all three sets of models 
(with the lott and Mustard estimates and our robustness check model yielding 
estimates that are both significant at the .01 level). Note that the Table 4 estimate 
of the increase in aggravated assault is quite large—roughly three times the size of 

17 For example, the lott and Mustard demographic variables identifying “other” races show 
abrupt upward jumps in 2000, likely owing to changing census treatment of  hispanic resi-
dents.
18 Initially, we used incarceration rate data provided by the sourcebook of  criminal Justice 
statistics, but then realized that this rate did not include prisoners sentenced to less than one 
year. on the other hand, prison population data provided by bJs includes all prisoners. For-
mally, BJS defines prison population to include “individuals under the jurisdiction of  state and 
federal correctional authorities” (West and sabol 2009). thus, we follow MM (2008, 2009) in 
using this prison population data (although we still call this variable “incarceration rate,” which 
is calculated as total prisoners per 100,000 population by state). however, we did find that 
MM’s prison population data for 2000 falls short of  the actual year-end numbers provided by 
bJs, which leads us to suspect that their data was based on a less-than-full year tally that was 
never updated.
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the table 3 estimate, but only somewhat larger than the table 2 estimate. under any 
of the three estimates, rtc laws would have led to tens of thousands of additional 
aggravated assaults. Increased levels of assault could result from increased criminal 
assaults by RTC permit holders, from those who steal or find the less protected 
guns of permit holders, and from criminals who increase their gun-carrying or their 
aggressiveness in response to rtc laws.

unfortunately, from the standpoint of gaining closure on the ultimate impact 
of rtc laws, the results on two of the other crimes once again prove to be more 
sensitive than one would like. While table 3 had suggested that rtc laws lead to a not 
insubstantial increase in rape (statistically significant at the .05 level), Table 4 suggests 
a modest opposite effect (albeit at only the .10 level). table 2 suggests, though, that 
RTC laws had no impact on rape. Indeed, if one adds crack as a control in Table 4, 
the rape results become smaller and statistically insignificant.

Table 4: The Estimated Impact of RTC Laws, All Crimes, 1977-2006 State Data, Controlling for State 
trends, Ayres and donohue explanatory Variables, With clustering

 Murder rape Aggravated 
Assault robbery Auto theft burglary larceny

1. Dummy variable 
model: 0.54% -3.61% -2.03% 2.40% 8.17% 1.51% 1.89%

2.72% 1.83% 3.05% 3.67% 4.16% 2.18% 1.83%
2. Spline model: 0.83% 0.08% 3.10% 0.51% -1.84% -0.22% -0.15%

0.87% 0.79% 0.81% 1.29% 0.82% 0.88% 0.74%
3. Hybrid model:

Post-passage 
dummy 0.11% -3.70% -3.68% 2.17% 9.26% 1.65% 1.99%

2.86% 1.96% 3.15% 3.96% 4.24% 2.41% 1.97%
trend effect 0.83% 0.19% 3.21% 0.44% -2.11% -0.27% -0.20%

 0.89% 0.79% 0.82% 1.35% 0.84% 0.91% 0.77%

Moreover, the estimated impact of rtc laws on auto theft is fractured across 
the three tables, with table 2 suggesting decreases, table 3 suggesting no effect, and 
Table 4 showing mixed results with large initial crime increases being offset after five 
years by rising crime. Note that if one prefers the first two models in Table 4 to the 
hybrid model, one also sees conflicting results as the dummy model (row 1) shows 
large auto theft increases, and the spline model (row 2) shows large auto theft decreases.

Again, we need to ask whether the Ayres-donohue (Ad) robustness check 
specification is working well. If the RTC law would have any beneficial impact, it 
would likely reduce robbery, which is the crime most often committed in public. yet 
in all three tables, rtc laws are associated with higher rates of robbery (although 
the results are statistically insignificant).  It is very hard to come up with a plausible 
explanation for why auto theft would fall if robbery doesn’t fall, since robbery always 
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involves confrontation with a victim (who, if armed, could threaten the robber), while 
auto theft rarely involves such a confrontation, thereby reducing any possible risk to 
the thief. Therefore, the strongly conflicting dummy and trend effects in Table 4 for 
auto theft are probably more suggestive of specification error than a true pattern of 
changing crime.

Appendix 2 provides some insight into the various regressions by examining 
the resulting estimates of rtc laws on other explanatory variables across tables 
2, 3, and 4. Note that the AD specification does generate more plausible estimates 
of the impact of incarceration on crime than the MM specification does (compare 
Appendix 2’s table A2 with table A1). nonetheless, the table A2 values from this 
appendix might also suggest problems in the operation of the Ad regressions for 
estimating the impact of incarceration (incarceration has no effect on assault and 
an unusually small, albeit negative and statistically significant, effect on rape). The 
inevitable question is whether poor estimates of the impact of incarceration on rape 
and aggravated assault provide a basis to question the Table 4 estimated effects of 
RTC laws on these two crimes. Finally, Appendix 2’s Table A4, which illustrates 
the estimated impact of police on crime, shows the anomalous result that police 
increase the level of (measured) aggravated assault. this endogeneity problem is not 
uncommon in estimating the impact of police on crime, and one must ask whether 
the Table 4 regressions are marred by this endogeneity bias or whether the Table 2 
and table 3 regressions are marred by omitted-variable bias in failing to control for 
police presence in a state.

Conclusion

What is to be made of the aggregated evidence concerning the impact of 
RTC laws when one extends the state panel data through 2006? The one consistent 
finding that is statistically significant for the hybrid model in Tables 2, 3, and 4 is 
that rtc laws increase aggravated assault. the point estimates across all three tables 
are generally consistent with higher rates of murder and robbery, although these 
estimates are not statistically significant. In general, one might assume that the biases 
from inadequate controls for crack and general measurement error would tend to bias 
those results to zero, so it may be the case that better information and models would 
reveal that rtc laws increase murder and robbery as well as aggravated assault. the 
mixed evidence on rape and auto theft leaves little basis for conclusion with respect 
to these crimes.

our Appendix 2 provides evidence concerning both the importance of the 
incarceration rate and the reliability of the various models. It does so by documenting 
the MM and Ad estimates of the effect of incarceration rate on crime across all seven 
Index I crimes. As expected, the incarceration rate is seen to statistically significantly 
reduce crime, but this finding is far stronger in the AD specification than in the MM 
model. this raises the question: if the MM model cannot correctly predict the impact 
of incarceration on crime, why should we expect it to reliably tell us the impact of 
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RTC laws on crime?19 
the clustering debate to which we have alluded provides one more indication 

that important econometric issues lurk in the background of many evaluation studies. 
other issues in the rtc literature that can have important effects on the estimated 
effects are whether state or county data is preferable (we have come to prefer state 
data, as have most crime researchers, although lott and Mustard and MM used 
county data) and whether state fixed effects should be included (as we and MM did, 
but the original lott and Mustard paper did not—see generally on this point, Wolfers 
2006). using these different approaches would broaden the array of estimates for 
many crimes. 

We also note that Jeff strnad (2007) has recently advocated in the context of 
the rtc debate that bayesian econometric approaches may provide a better way 
to identify the appropriate array of explanatory variables. In this regard, note that 
strnad found that the two most important explanatory variables for identifying the 
impact of crime in his data were the abortion rate (see donohue and levitt 2001) and 
the incarceration rate.20  If the binding limitation in these models is not the selection 
of the appropriate set of controls, but rather the need to correct for, say, endogenous 
state adoption of rtc laws, then the bayesian models that strnad presents will need 
to be further complicated. 

Finally, it is always wise to look behind the regression results and explore 
whether any actions by the police and government officials that may be correlated 
with the presence of rtc laws have had substantial impacts on reported crime (as 
opposed to actual criminal conduct). states that are more sensitive in their handling 
of rape cases, for example, may increase the proportion of victims willing to come 
forward to press charges, which can lead to greater reporting of rapes and hence 
impart an upward bias in the trend in rape. similarly, aggravated assaults are 
influenced by laws or practices that encourage the police to use “arrest” more often 
in the context of complaints of domestic violence. (Could this explain the finding 
above that more police in a state leads to more instances of aggravated assault?)  If 

19 The finding in Table A2 of  Appendix 2 that incarceration in the AD specification has vir-
tually no impact on aggravated assault also raises a number of  intriguing questions. It might 
indicate that incarceration tends to dampen every Index I crime other than aggravated assault, 
which is unaffected by large increases in the incarceration rate of  the type experienced in many 
states over the last few decades. of  the four other published estimates of  this elasticity, none is 
statistically significant, one is zero (the MM 2009 figure that we report in Table A1 of  Appen-
dix 2 in this paper), one is positive (Johnson and raphael 2006), and two have negative point 
estimates: -.056 (.053) from Marvell and Moody (1994), and -.410 (.249) from Levitt (1996). 
Alternatively, our table A2 estimate of  no effect of  incarceration on assault could suggest that 
the AD specification-check model is not working well to explain aggravated assault. If  this 
latter interpretation were correct, it would also indict the MM estimates for four of  the seven 
crime categories in our table A1 of  Appendix 2, which all show no effect of  incarceration. 
even in the other three crime categories that do show an effect, the MM estimates on incar-
ceration seem to be biased downward (again raising questions about the MM framework). 
20 one would also have to explore whether these variables should enter in ln forms or with 
quadratic terms, which again would expand the array of  permutations.
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rtc laws are adopted in states that pursue these policies more (or less) aggressively, 
then the estimated effects of rtc laws can be biased.

In sum, while the best evidence to date suggests that rtc laws at the very least 
increase aggravated assault, this comment illustrates that it is not an easy task to tease 
out the net effects of rtc laws on crime via panel data analyses. Perhaps if the states 
that were influenced by the National Rifle Association’s efforts to advance RTC laws 
had agreed both to randomly adopt the laws and to allow data to gather during 
an evaluation period of appropriate length, we would today have far more precise 
estimates of the impact of rtc laws on crime. such knowledge would likely put us 
in a better position to address the distressingly high violent crime rates that, along 
with our singular reliance on the death penalty and our enormous number of prison 
inmates and guns, mark the u.s. as unique among Western democracies.

Appendix 1: Year of Adoption of RTC Laws in 39 States and 
Philadelphia21, 22

Alabama – pre-1970s nevada – 1995
Alaska – 1994 new hampshire – 1959
Arizona – 1994 new Mexico – 2003
Arkansas – 1995 north carolina – 1995
colorado – 2003 north dakota – pre-1970s
connecticut – 1969 Ohio – 2004
Florida – 1987 oklahoma – 1995
Georgia – 1989 oregon – 1990
Idaho – 1990 Pennsylvania – 1989
Indiana – 1980 Philadelphia – 1995
Kansas – 2006 south carolina – 1996
Kentucky – 1996 south dakota – pre-1970s
louisiana – 1996 Tennessee – 1994
Maine – 1985 texas – 1995
Michigan – 2001 utah – 1995
Minnesota – 2003 Vermont – pre-1970s
Mississippi – 1990 Virginia – 1988
Missouri – 2003 Washington – 1961
Montana – 1991 West Virginia – 1989
nebraska – 2006 Wyoming – 1994

21 Moody and Marvell code Idaho’s first full year as 1992, but Ayres and Donohue code the 
first full year as 1991.  The official date of  passage, according to Idaho’s attorney general, is 
July 1, 1990.
22 there is some uncertainty as to when Indiana genuinely became a “shall-issue” state.  In the 
end—after some internal debate—we adopted 1980 as the year in which the critical shift 
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Appendix 2: Estimated Effects of Incarceration and Other 
Explanatory Variables

Tables A1 and A2 present the estimated coefficients and significance of the 
incarceration rate variable from the Moody-Marvell (MM) and Ayres-donohue (Ad) 
specifications (this variable is not included in the Lott and Mustard specifications). 
As expected, all of the significant coefficients suggest that higher incarceration rates 
decrease crime. But note that the MM specifications essentially show no effect of 
incarceration for four of the seven crime categories, which may be suggestive of 
problems in the MM models.

occurred.  Indiana enacted a concealed-carry regulation as early as 1935, when the state’s uni-
form Firearms Act mandated that no person carry a pistol outside his or her “place of  abode 
or fixed place of  business” without a license.  Studies that place Indiana’s adoption at a year 
prior to 1977 would seem to rely on the 1935 Act.  two decades later, a state court upheld 
the constitutionality of  the Act and its licensing procedure in Matthews v. state, 237 Ind. 677, 
148 N.E.2d 334 (1958).  Yet that court also held that the state’s police superintendent, rather 
than the legislature, “is capable and qualified to determine whether an applicant for a license 
to carry a pistol has a ‘proper reason’ therefore, and whether he is a ‘suitable person’ to have a 
pistol in his possession at will”—a delegation of  administrative authority indicative of  a “may-
issue” rather than a “shall-issue” policy. 
      In schubert v. debard, 398 n.e.2d 1339 (Ind. App. 1980), however, an Indiana appeals 
court ruled that the police superintendent could not use discretion to deny a license to people 
asserting a “need” to carry a concealed weapon for “self-defense.”  (the statute in question, 
IC 35-23-4.1-5, stated that that the superintendent “shall issue” a license if   “it appears to the 
superintendent that the applicant has a proper reason for carrying a handgun and is of  good 
character and reputation and a proper person to be so licensed.”)  As Gregg lee carter (2002) 
has observed, the schubert court thus made a concealed-carry permit in Indiana subject to 

“precise, open, and accessible licensing” (522-23).  the same Indiana appeals court also reaf-
firmed the holding in Schubert the following year.  In Shettle v. Shearer, 425 N.E.2d 739 (Ind. 
App. 1981), the court ruled that the superintendent could not investigate an applicant’s asser-
tion of  needing a concealed-carry permit for self-defense, and instead would simply have to 
accept the claim.  In short, it appears that Indiana did not genuinely become a shall-issue state 
at least until the schubert decision in 1980 (or, arguably, not until 1981).  We concur with the 
assessment in Grossman and lee (2008), as well as the jurisprudential analysis in carter (2002), 
that 1980 marked the key moment of  change in Indiana’s concealed-carry policy.  note, how-
ever, that the regressions in our initial reply to MM—Ayres and donohue (2009)—employed 
the same coding as Moody and Marvell (2008), which treated Indiana as adopting before 
1977. 
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Table A1: Moody-Marvell Specification: Estimated Coefficient on Incarceration Rate
 Murder rape Aggravated Assault robbery Auto theft burglary larceny
1. Dummy 
variable model: -0.07% 0.00% -0.01% -0.02% -0.02% -0.01% 0.00%

0.02% 0.01% 0.01% 0.01% 0.01% 0.01% 0.00%
2. Spline model: -0.07% 0.00% -0.01% -0.02% -0.02% -0.01% 0.00%

0.02% 0.00% 0.01% 0.01% 0.01% 0.01% 0.00%
3. Hybrid model: -0.07% 0.00% -0.01% -0.02% -0.02% -0.01% 0.00%

0.02% 0.01% 0.01% 0.01% 0.01% 0.01% 0.00%

Table A2: Ayres-Donohue Specification: Estimated Coefficient on Incarceration Rate

 Murder rape Aggravated Assault robbery Auto theft burglary larceny
1. Dummy 
variable model: -0.07% -0.03% 0.00% -0.09% -0.12% -0.07% -0.05%

0.02% 0.01% 0.02% 0.02% 0.03% 0.02% 0.01%
2. Spline model: -0.07% -0.04% -0.01% -0.09% -0.11% -0.07% -0.05%

0.02% 0.01% 0.02% 0.02% 0.03% 0.02% 0.01%
3. Hybrid model: -0.07% -0.03% 0.00% -0.09% -0.11% -0.07% -0.05%

0.02% 0.01% 0.02% 0.02% 0.03% 0.02% 0.01%

Table A3 presents the estimated coefficients and significance of the crack 
variables from the MM specification. Note that while crack is widely believed to have 
caused murder rates to rise in the late 1980s, this table suggests that crack had no 
effect on murder.

Table A3: Moody-Marvell Specification: Estimated Coefficient on Crack

 Murder rape Aggravated Assault robbery Auto theft burglary larceny
1. Dummy 
variable model: 1.38% -0.65% 0.52% 1.01% 2.45% 0.71% 0.61%

0.94% 0.34% 0.58% 0.44% 0.58% 0.37% 0.21%
2. Spline model: 1.43% -0.57% 0.69% 1.06% 2.47% 0.71% 0.62%

0.94% 0.33% 0.55% 0.43% 0.60% 0.37% 0.20%
3. Hybrid model: 1.43% -0.52% 0.68% 1.04% 2.44% 0.72% 0.59%

0.93% 0.34% 0.56% 0.45% 0.59% 0.37% 0.21%

Table A4 presents the estimated coefficients and significance of the police rate 
variables from the AD specification.
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Table A4: Ayres-Donohue Specification: Estimated Coefficient on Police Rate

 Murder rape Aggravated 
Assault robbery Auto 

theft burglary larceny

1. Dummy 
variable model: -0.05% 0.04% 0.06% -0.01% -0.01% -0.01% 0.02%

0.05% 0.03% 0.03% 0.05% 0.06% 0.04% 0.03%
2. Spline model: -0.04% 0.04% 0.08% 0.00% -0.02% -0.01% 0.02%

0.05% 0.03% 0.03% 0.05% 0.06% 0.04% 0.03%
3. Hybrid model: -0.04% 0.04% 0.09% -0.01% -0.03% -0.01% 0.02%

0.05% 0.03% 0.03% 0.05% 0.06% 0.04% 0.03%

the general effects of the rest of the explanatory variables are as follows. 
lagged violent and property arrest rates are always negative, although not always 
significant. The unemployment rate has an ambiguous effect. The poverty rate has 
an ambiguous effect and is never significant in the MM specification. however, it 
is negative when significant in the AD specification. Personal income is negative 
when significant in the AD specification and negligible in the MM and Lott-Mustard 
(LM) specifications. Unemployment benefits have an ambiguous effect. Income 
maintenance has an ambiguous effect in the LM and AD specifications, but is for the 
most part negative when significant in the MM specification. Retirement payments 
are negative when significant.

the population control has a negligible effect. density is negative when 
significant. The all-black demographic control in the MM specification is negative 
when significant. The 10-19 age group control in the MM specification is positive 
when significant (for rape). The 20-29 age group is consistently positive, but only 
significant for rape and auto theft. The 30-39 age group has an ambiguous effect and 
is never significant. The 40-49 age group is never significant and positive for all crimes 
except aggravated assault. The 50-64 age group is positive, but only significant for 
robbery. The 65-and-over age group has an ambiguous effect and is never significant. 
In the AD specification, black males ages 10-19 and 20-29 are always positive when 
significant. Black males ages 30-39 are always positive and mostly significant. White 
males ages 10-19 have an ambiguous effect and are never significant. White males 
ages 20-29 are always positive, although ambiguously significant. White males ages 
30-39 are always negative when significant (for assault). 
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Appendix 3: Summary Statistics of Ayres-Donohue Variables – 
Identifying the State and Year That Minimum and Maximum 
Variables Were Obtained for All Explanatory and Dependent 

Variables

Explanatory Variable Mean Std. Dev. Min Max
rtc dummy variable 0.3101 0.4627 0 1
rtc trend variable 2.0620 4.4679 0 26
lagged incarceration rate 310.5 170.1 28.5 1937.9

(north dakota-1980) (d.c.-1995)
lagged police rate 267.1 69.1 73.5 931.1

(New Mexico-1994) (d.c.-1991)
real per capita:
   Personal income 19630.5 11635.48 2114.20 66392.23

(Mississippi-1977) (d.c.-2006)
   Unemployment benefits 81.69 60.30 5.62 415.20

(oklahoma-1978) (Washington-2002)
   Income maintenance 279.70 189.07 12.93 1154.86

(Wyoming-1977) (louisiana-2005)
   retirement payments 2331.66 1551.82 148.30 7555.15

(Alaska-1977) (louisiana-2005)
unemployment rate 6.11 1.88 2.3 17.4

(new hampshire-1987; 
nebraska-1990; 
connecticut-2000; 
Virginia-2000)

(West Virginia-1983)

Poverty rate 13.22 3.37 2.9 27.2
(connecticut-1989) (Mississippi-1988)

density 241.55 511.55 0.697 11176.49
(Alaska-1977) (d.c.-1977)

Percent pop black male 10-19 0.0114 0.0076 0.0003 0.0687
(Montana-1980) (d.c.-1977)

Percent pop black male 20-29 0.0101 0.0063 0.0003 0.0657
(Vermont-1979) (d.c.-1982)

Percent pop black male 30-39 0.0088 0.0055 0.0002 0.0537
(Vermont-1977) (d.c.-1992)

Percent pop white male 10-19 0.0613 0.0108 0.0116 0.0983
(D.C.-1984) (Vermont-1977)

Percent pop white male 20-29 0.0646 0.0120 0.0239 0.1084
(hawaii-2000) (Wyoming-1980)

Percent pop white male 30-39 0.0641 0.0085 0.0231 0.0973
(hawaii-2004) (Alaska-1986)
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Dependent Variable Mean Std. Dev. Min Max
Murder rate 7.71 3.95 0.16 81.25

(North Dakota-1994) (d.c.-1991)
rape rate 35.46 11.56 7.39 100.60

(north dakota-1985) (Alaska-1981)
Aggravated assault rate 339.32 149.07 31.48 1562.05

(north dakota-1983) (d.c.-1993)
robbery rate 200.27 123.91 6.40 1632.78

(north dakota-1997) (d.c.-1981)
Auto theft rate 497.53 222.15 91.06 1853.15

(south dakota-2006) (d.c.-1996)
burglary rate 1097.65 437.48 307.88 2871.15

(new hampshire-1999) (nevada-1980)
larceny rate 2820.78 701.45 1179.00 5862.61

(south dakota-2006) (d.c.-1995)

Appendix 4: Definition of Per Capita Personal Income

According to the bureau of economic Analysis (beA), personal income is 
“the income received by all persons from all sources. Personal income is the sum 
of net earnings by place of residence, rental income of persons, personal dividend 
income, personal interest income, and personal current transfer receipts. net earnings 
is earnings by place of  work (the sum of  wage and salary disbursements (payrolls), 
supplements to wages and salaries, and proprietors’ income) less contributions for 
government social insurance, plus an adjustment to convert earnings by place of  work 
to a place-of-residence basis. Personal income is measured before the deduction of  
personal income taxes and other personal taxes and is reported in current dollars (no 
adjustment is made for price changes)” (beA 2009).

Furthermore, per capita personal income is “calculated as the total personal 
income of  the residents of  a state divided by the population of  the state. In computing 
per capita personal income, beA uses the census bureau’s annual midyear population 
estimates” (beA 2009). In 2008, the average per capita personal income in the united 
states was $39,751.
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Adam Smith and the Invisible 
Hand: From Metaphor to Myth1 

Gavin Kennedy2

AbstrAct

it almost seems as if adam smith, who only intends to write an 
economic Inquiry into the Nature and Causes of the Wealth of Nations, is led 
by an invisible hand to promote and end which was not part of his 
intentions: the writing of a Gothic novel. 
     -stefan andriopoulos (1999, 753)

references to an ‘invisible hand’ that link it to adam smith are ubiquitous in 
books and articles from scholarly and media sources. This is strange because adam 
smith did not credit the invisible hand metaphor with the importance that authors, 
from the mid-20th century onwards, give to it. in this paper i discuss what adam 
smith most probably meant by his use of  the ‘invisible hand’ metaphor, which is quite 
different from what has become its modern meaning. 

among recent contributors, William Grampp (2000; cf  minowitz 2004) 
identified nine different meanings given to the invisible hand (ten, including his own, 
strange one) in modern literature. Warren samuels has published an authoritative 
account and analysis of  the way the invisible hand metaphor has been used by modern 
economists, and, therefore, i have not addressed the details of  this almost wholly 20th 
century phenomenon. emma rothschild gave a detailed exposition of  the invisible 
hand and what smith meant by it – a ‘mildly ironic joke’ in her considered view 
(rothschild, 1994, 2001).

1 This paper was originally presented to the 34th annual meeting of  the history of  economics society 
annual meeting, George mason university, June, 2007, and The Journal of  the history of  economic 
Thought, 40th anniversary Conference, university of  edinburgh, 3 september 2008.
2  emeritus Professor, heriot-Watt university, edinburgh, scotland, uK eh14 4as. 
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Editor’s Note on Style: This article follows Professor Kennedy’s british style in spelling and 
quotation marks. italics are used to distinguish adam smith’s words in the text, though not in 
block quotations.
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i shall argue that smith had no ‘theory’ of  invisible hands and that he showed 
no inclination to treat it as anything more than an isolated, though well-known, 18th-
century literary metaphor. Significantly, and contrary to the assertions of  the modern 
consensus, he gave the invisible hand no role in his theory of  competitive markets in 
books i and ii of  Wealth of  Nations. such roles given to it since the 1950s rely solely 
on assertions and interpolations by modern economists, which are not supported by 
smith’s texts. 

The ‘invisible hand’ appears once in smith’s History of  Astronomy (smith 1980, 
95) referring to pagan and heathen superstitions about the existence of  the roman 
god, Jupiter; once in Moral Sentiments (184-185) referring to feudal lords divvying up 
their produce among their retainers and tenants in roughly the same proportions as 
would be distributed if  the land had been divided equally; and once in Wealth of  
Nations (456), referring to degrees of  caution about the risks associated with distant 
trade with the british colonies in north america, which incentivised some, but not 
all, merchants to act circumspectly in their preference for domestic projects, thereby 
unintentionally benefiting the domestic economy. This is only three times in over a 
million words published in his surviving essays and books, written between c.1744 
and 1790.

yet, three leading economists lauded the invisible hand metaphor and gave it 
uncalled-for prestige in support of  their own interpretations of  appropriate economic 
policies. They described it variously as: 

‘The profoundest observation of  smith’ … ‘the system works behind the • 
backs of  the participants; the directing hand is invisible’ (arrow 1987, 71); 
‘surely the most important contribution [of] economic thought’ (arrow & • 
hahn 1971, 1);
‘one of  the great ideas of  history and one of  the most influential’ (Tobin • 
1992, 117). 
‘The argument of  Adam Smith (1776) that free markets lead to efficient • 
outcomes, “as if  by and invisible hand,” has play a central role in these debate’ 
(stiglitz 2002, 460, 477; see also stiglitz 2000, 1448, 1457).

modern benign invisible hand explanations from the second half  of  the 20th 
century elevated the metaphor into ‘principles’, ‘theories’ and ‘paradigms’ of  markets, 
which do not correspond to anything written by smith and neither do they explain 
anything. 

how did smith’s casual metaphor achieve such high status when neither he nor 
readers, up to the late 19th century, appear to have taken much notice of  it? nor was 
it mentioned by Governor T. Pownall (1776). The invisible hand was not mentioned 
by dugald stewart (1793), Thomas malthus (1798), david ricardo (1817), J. s. mill 
(1849), Karl marx (1887), or J. r. mcCulloch (1863). The ‘invisible-hand’ paragraph 
was paraphrased by h. T. buckle (1885 vol i, 218-219), but he ignored the metaphor. 
august onken (1874) quoted the invisible hand without comment. 

The metaphor of  ‘an invisible hand’ had little if  any significance for Smith, 
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and certainly was not his ‘greatest idea’ (Tobin 1992; cf  schneider 1979, 51) nor did 
the metaphor make ‘theoretical social science itself  possible’ (vaughn 1983, 997). 
Frederick hayek, the original author of  Karen vaughn’s ascription of  the role of  
the invisible hand as the gateway to making social science possible, took smith’s 
‘borrowed’ metaphor to be a first approximation of  his themes of  ‘spontaneous order’ 
(hayek 1960). murray rothbard cites: Chuang-tzu (369-286 bC): “Good order results 
spontaneously when things are let alone”  (rothbard 1990).

Smith’s identification of  the processes associated with the unintended 
consequences of  individual actions in such diverse phenomena as language, money, 
moral sentiments, exchange and markets (otteson, 2001), across social experience, 
are usefully judged to be an early recognition of  evolutionary ‘emergent order.’ This 
phrase is more helpful than spontaneous, or instantly generated, order because it takes 
many self-correcting trials over long periods for a workable order to emerge as an 
accepted norm, whereas ‘spontaneous order’ suggests sudden change (an outcome) 
rather than evolving many steps at a time, most of  them in error (a process).  

Complex systems like language and markets do not emerge suddenly or 
spontaneously and most certainly do not emerge by design; a long maturation period 
is required to bring them to term and great and persistent effort. Two people trying 
to communicate in the absence of  a common language make many mistakes as they 
experiment with different combinations of  gestures, grimaces and strings of  word 
sounds to make even simple meanings mutually understood, and, as important, to 
make them understood by third parties; hominids striking stones to make meat-
cutters or axes would miss-strike and regularly break near-finished hand tools forcing 
them to start again, before they achieved proficiency and created workable tools 
replicable by others (bradley and edmonds 2005). Those who did not master the 
art lost the opportunity to improve their chances of  surviving long enough to breed 
and bring children to maturity. Time, except for the individual, was not at a premium; 
the emergent order of  successful stone-knapping technology lasted a million years. 
long periods of  individual experiments, including many dead-ends, and even longer 
periods of  changeless low-level technologies right up to the 18th-century and beyond 
suggest the absence of  an invisible hand operating on the far-slower time scales than 
the two examples given in Moral Sentiments and Wealth of  Nations. 

one of  the problems with associating the concepts of  spontaneous order and 
invisible hands is to conclude that the outcomes of  individual actions are necessarily 
always, or mostly, benign. Robert Nozick identifies 16 examples of  ‘Invisible-hand 
explanations’ (nozick 1974: 20-21), covering evolutionary theory, ecology, race, religion, 
genetics, iQ, pricing, equilibria in markets, crime, trade, managerial incompetence, 
and economic theories, and not all of  those he cited have benign outcomes.  

Karen vaughn, however, accepts correctly that ‘one could easily imagine a 
spontaneous order in which people were led as if by an invisible hand to promote a 
perverse and unpleasant end’ (emphasis added). she comments that ‘the desirability 
of  the order that emerges as the unintended consequences of  human action depends 
ultimately on the kind of  rules and institutions within which human beings act, and 
the real alternatives they face’ (vaughn 1983).  vaughn correctly undid the connection 

http://en.wikipedia.org/wiki/Chuang-tzu
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between the existence and the goodness of  an invisible hand, but her insight has not 
been picked up by many modern economists. 

Parenthetically, in smith’s usage, the ‘invisible hand’ did not act ‘as if’ it led 
people; the metaphor in his two examples were definitely ‘led by an invisible hand’ 
(Tms, 184; Wn, 456). The words, ‘as if ’, would act as a softener of  the stronger 
imperative, ‘was led by’, and change its character.

The invisible hand is thought of  as smith’s metaphor, but he didn’t invent it. 
scholars report many early literary references to ‘invisible hands’  and i have drawn 
on their work for what follows (rothschild 2001, 116-56; Force 2003, 69-71; buchan 
2006, 1; andriopoulos 1999, 739n-758), showing substantial prior use of  the metaphor 
before smith and with whose work he was familiar (he had many of  their books in his 
library) (bonar 1966). 

homer (•	 Iliad, 720 bC): ‘and from behind Zeus thrust him [hector] on  with 
exceeding mighty hand’. smith had several copies in his library. 
horace: •	 Fulminantis manus Jovis’ (The mighty hand of  thundering Jove) odes 
3.3.6, ‘which smith knew well’ (Force 2003, 70).
 •	 Ovid of  Caeneus at Troy: ‘twisted and plied his invisible hand, inflicting 
wound within wound’ (bonar 1966, 125).
lactantius (c.250-325), •	 De divinio praemio: early use of  ‘invisibilis’. 
augustine (354-430): ‘God’s “hand” is his power, which moves visible things •	
by invisible means’ (Force 2003, 71).
shakespeare (1605): ‘Thy bloody and invisible hand’ (bonar 1966, 166).•	
Glanvill (1661): ‘nature work[ing] by an invisible hand in all things’; ‘invisible •	
intellectual agents’ (andriopoulos 1999, 739n-758).
voltaire (1718): ‘Tremble, unfortunate King, an invisible hand suspends •	
above your head’; and ‘an invisible hand pushed away my presents’(bonar 
1966, 192).
daniel defoe: •	 ‘a sudden blow from an almost invisible hand, blasted all my 
happiness’, in Moll Flanders (1722) (buchan 2006, 2) ‘it has all been brought to 
pass by an invisible hand’ (Colonel Jack, 1723). (Force 2003,  71-2, & n 102).
P. burman (1734) trans.: Jupiter, invisible to humans, ‘armed his hand with •	
winds, rains, storms, thunder and whatever else belongs to this kind of  things’ 
(bonar 1966, 38; vivenza 2008).
nicolas lenglet dufesnoy (1735): an ‘invisible hand’ has sole power over •	
‘what happens under our eyes’ (Force 2003, 72).
Charles rollin (1661-1741): whom Pierre Force describes as ‘very well known •	
in english and scottish universities’, said of  the military successes of  israeli 
Kings ‘the rapidity of  their consequences ought to have enabled them to 
discern the invisible hand which conducted them’ (rollin 1730-8 1(l); Force 
2003, 72).
William leechman (1755): ‘the silent and unseen hand of  an all wise Providence •	
which over-rules all the events of  human life, and all the resolutions of  the 
human will’ (leechman 1755, xii; bonar 1966, 92).
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Charles bonnet (whom smith befriended in Geneva in 1765) wrote of  the •	
economy of  the animal: ‘it is led towards its end by an invisible hand’. (bonar, 
1966, 32; smith 1987, 181-2; Force 2003, 73).
Jean-baptiste robinet (1761) (a translator of  hume): refers to fresh water as •	
‘those basins of  mineral water, prepared by an invisible hand’ (bonar 1931, 
158).
Walpole (1764): ‘the door was clapped-to with violence by an invisible hand’ •	
(andriopoulus 1999).
reeve (1778, 13-14): ‘Presently after, he thought he was hurried away by an •	
invisible hand, and led into a wild heath’ (andriopoulus 1999).

smith’s use of  the invisible hand metaphor was hardly remarked upon (cf  
ross 1998, xxxv) until assumptions about its role slipped into the mainstream almost 
unnoticed and unquestioned; it only became synonymous with his name from the 
mid-20th century onwards. among the few scholars to question modern assertions of  
the significance of  the metaphor, in addition to Warren Samuels (2008), were Karen 
vaughn (1983, 997-9), emma rothschild (1994, 2001) and sam Fleischacker (2004) 
(see also: ingrao and israel 1990; evensky 1993; nozick 1994; Parker 1995).

To discuss what smith meant by his use of  the metaphor of  ‘an invisible hand’, 
note how he described the role of  metaphors in his lectures on Rhetoric in 1763. While 
discussing shakespeare’s use of  metaphors, he described them as a ‘figure of  speech’ in 
which ‘there must be an allusion betwixt one object and an other’, and that a metaphor can 
have ‘beauty’ if  it ‘is so adapted that it gives due strength of  expression to the object to be described 
and at the same time does this in a more striking and interesting manner’ (smith 1983, 29-32). a 
metaphor is representative; it does not have substance: it is not identical to its object. 

The Invisible Hand in the History of  Astronomy

smith, in his History of  Astronomy (smith 1980), published posthumously in 
1795, mentions the invisible hand. Jupiter was worshipped by roman citizens and was 
represented by statues, paintings, pottery, and on coins, the latter showing a (visible) 
hand, which they believed fired thunderbolts at the enemies of  Rome and, in later 
centuries, at enemies plotting sedition against the emperor. For rome’s religious 
believers, the ‘invisible hand’ was not a metaphor at all; it was real, and had all the 
force and terrors of  hades (vivenza 2008). This clearly separates the invisible hand 
of  his History of  Astronomy from his use of  it as a metaphor in both Moral Sentiments 
and Wealth of  Nations. 

The modern editors of  History of  Astronomy, W. P. d. Wightman and J. C. bryce, 
report that ‘it has been fairly generally assumed that he at least laid the foundation 
of  his History of  Astronomy at oxford; but from further internal evidence [a predicted 
return of  a comet in 1758] it may be inferred that he did not finish it there’ (Smith 
1980, 7). now, placing its origins in oxford is interesting because it was in oxford 
that smith had a most unhappy time from 1740 to 1746 (ross 1995, 60-80; rae, 1977, 
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18-29; Kennedy 2005, 18-22). The turmoil in his spirit brought him low and, i suggest, 
no small part was played in these events by his studies in natural philosophy and by 
his research for History of  Astronomy, as shown in his lightly disguised, mocking attacks 
on pagan and heathen religious attempts to explain the events of  nature. referring 
explicitly only to pagan ‘pusillanimous superstition’, his underlying theme is that through 
the ages knowledge about nature’s events that caught the attention of  philosophers 
constantly pushed back the veil of  ignorance emanating from religious beliefs in 
invisible beings. 

his declaration that philosophy is ‘one of  those arts which address themselves to the 
imagination’ and that his task was to ‘trace it, from its first origin, up to the summit of  perfection 
to which it is at present supposed to have arrived, and which it has equally been supposed 
to have arrived in almost all former times’ (smith 1980, 46; emphasis added). smith 
thus declares his independence from those whose ideas did not go beyond what was 
preached on sundays in every presbytery in scotland.

Smith explains why mankind had ‘little curiosity’ in ‘the first ages of  society’. 
a ‘savage, whose subsistence is precarious, whose life is everyday exposed to the rudest of  dangers, has 
no inclination to amuse himself  with searching out what, when discovered, seems to serve no other 
purpose than to render the theatre of  nature a more connected spectacle to his imagination.’  as those 
‘appearances terrify him, therefore, he is disposed to believe every thing about them which can render them 
still more the objects of  his terror’ (smith 1980, 48); ignorance fosters paranoia.

smith’s explanations of  the origins of  pagan religions gives contextual force to 
his casual remark about ‘the invisible hand of  Jupiter,’ with absolutely no pretence that 
he refers to anything other than what those people believed in their frightened and 
ignorant minds. he assumed his educated readers to understand it that way. 

For it may be observed, that in all Polytheistic religions, among savages, 
as well as in the early ages of  heathen antiquity, it is the irregular events 
of  nature only that are ascribed to the agency and power of  their gods.  
Fire burns, and water refreshes; heavy bodies descend, and lighter sub-
stances fly upwards, by the necessity of  their own nature; nor was the 
invisible hand of  Jupiter ever apprehended to be employed in those 
matters. (smith 1980, 49)

smith wrote similarly in another early essay on the History of  Ancient Physics 
(HAP) when speaking of  the ‘first ages of  the world’:

In the first ages of  the world, the seeming incoherence of  the ap-
pearances of  nature, so confounded mankind, that they despaired of  
discovering in her operations any regular system. Their ignorance, and 
confusion of  thought, necessarily gave birth to that pusillanimous su-
perstition, which ascribes almost every unexpected event, to the arbi-
trary will of  some designing, though invisible beings, who produced it 
for some private and particular purpose. (smith 1980, 112-3)
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he moved from the singular ‘invisible hand’ to multiple ‘invisible beings’ and 
rooted them in ‘pusillanimous superstition’. like natural science explains the rainbow 
without taking anything away from our admiration of  its raw beauty, smith analysed 
the ‘connecting chain of  intermediate events’ that fills ‘the interval betwixt them’ in the ‘ordinary 
course of  things’, and while the philosopher lost his ‘wonder’, he gained his ‘admiration’ of  
the ‘beauty’ of  ‘eclipses of  the sun and moon’, which once ‘excited the terror and amazement of  
mankind, seem now no longer to be wonderful, since the connecting chain has been found out which 
joins them to the ordinary course of  things’ (smith 1980, 43). 

‘Philosophy’, he asserted ‘is the science of  the connecting principles of  nature’ (smith 1980, 
45) and like the artisan ‘who has been for many years familiar with the consequences of  all the 
operations of  his art’ and ‘feels no such interval’ between the ‘connecting principles’ of  his trade, 
the philosopher is able, ‘by representing the invisible chains’ that ‘introduce order into this chaos 
of  jarring discordant appearances’, to allay his ‘tumult of  the imaginations, and to restore it, when 
it surveys the great revolutions of  the universe, [and in commerce: when it reveals ‘so beautiful 
and so orderly a machine’ (Tms, 186)] to that tone of  tranquillity and composure, which is both 
agreeable in itself, and most suitable to its nature’ (smith 1980, 45-6).

smith illustrates the pathway to Wonder without any allusions to metaphysical, 
spiritual, or godly forces at work, for example, in the ‘motion of  a small piece or iron 
along a plain table [which] is in itself  no extraordinary object, yet the person who first saw it begin, 
without any visible impulse, in consequence of  the motion of  a loadstone some little distance from 
it, could not behold it without the most extreme Surprise; and when that momentary emotion was 
over, he would still wonder how it came to be enjoined to an event so little suspected it to have any 
connection’. The two objects that seem to be unconnected or ‘disjoined’, and ‘we feel a 
want of  connection betwixt them’ and finding an explanation—the loadstone, say, and the 
iron are connected by a magnetic field—they ‘seem no longer disjoined, and the imagination 
flows smoothly and easily along them’ because ‘upon the clear discovery of  a connecting chain of  
intermediate events’ the ‘gap or interval betwixt them vanishes altogether’ (smith 1980, 40-42). 

it is here, unmentioned by smith, where the role of  a metaphor, like the invisible 
hand, comes into play. smith uses the hidden role of  a loadstone to supplement his 
complete explanations of  how seemingly disjointed things are connected for those 
readers who have not grasped their significance; the invisible hand is nothing more 
than a literary device to help them to understand what the philosophical explanation 
failed to do for them. but the metaphor is not an explanation!

Moral Sentiments and the Invisible Hand

in Moral Sentiments the ‘invisible hand’ metaphor, similarly, was a useful rhetorical 
literary support for his complete explanations of  the ‘connecting chain of  events’ that 
linked personal motivations to their unintended consequences.

in his singular reference to ‘an invisible hand’ in Moral Sentiments, smith explains, 
significantly, the details of  his example before he deploys the metaphor, i.e., his 
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explanation of  a sequence of  events was followed by the metaphor, and, therefore, 
the metaphor was not the object of  his example; it merely supported it for those who 
did not understand it (not all of  his intended readers were graduate philosophers; 
smith aimed at a wider audience among an, albeit, educated minority). savages and 
heathens who did not understand the science of  nature relied on notions of  ‘invisible 
beings’ to explain unusual phenomena. Some scholars, not accepting the sufficiency 
of  his explanations or their context, focus on the metaphor and detect theology in 
smith’s language that purports to show that he was, if  not a Christian, at least a deist 
(baumol 1991; nicholls 1992, 217-236; evensky 1993; denis  2005; Wight 2007), and 
a believer in divine Providence (Flew 1986, 160; Fitzgibbons 1995, 88-9). 

smith acknowledges that others before him recognised that utility was a ‘principal’ 
source of  beauty, specifically citing David Hume’s statement that the ‘utility of  any 
object…pleases the master [owner] by perpetually suggesting to him the pleasure or conveniency, which 
it is fitted to promote’ (smith 1976, 179). smith agrees that beauty is closely bound with 
admiration for an artefact’s ‘fitness’ for its purpose; the chapter title is:  ‘Of  the beauty 
which the appearance of  utility bestows upon all the productions of  art, and of  the extensive influence 
of  this species of  beauty’ (Tms, 179).  he observed that ‘any production of  art, should often 
be more valued, than the very end for which it is intended’ (Tms, 179-80).  he found it highly 
significant that people were more interested in ‘the perfection of  the machine that serves to 
attain’ some end, than they were in the end itself, and after illustrating his meaning 
by examples of  disorderly chairs and the buying of  an expensive timepiece (Tms, 
180), he returns to this theme when discussing the delusions of  the rich landlord, 
and, interestingly, of  public-spirited citizens who undertake public service to promote 
public welfare (a little noticed theme by many modern readers) (Tms, 185-7).

by ‘art’, smith referred to the skill or knowledge of  making any mechanical 
or manufactured item, or any useful piece of  knowledge that serves a purpose, 
examples of  which can be appreciated easily by consulting contemporary 18th-century 
encyclopaedias (Chambers 1728; diderot and d’alembert, 1751-77), or by noticing 
the popularity of  societies during the enlightenment for the study of  ‘arts’, for 
example, the ‘edinburgh society for encouraging arts, sciences, manufactures, and 
agriculture in scotland’ founded in 1755 (ross 1995). 

smith dramatises his theme with his parable of  the tragedy of  the ‘poor man’s son, 
whom heaven in its anger has visited with ambition’, which causes him to devote himself  ‘for ever 
to the pursuit of  wealth and greatness’ and to sacrifice ‘a real tranquillity that is at all times in his 
power’.  The rich were admired not so much for their ‘superior ease or pleasure which they are 
supposed to enjoy’ as they were for their possession of  ‘numberless artificial and elegant contrivances 
for promoting this ease or pleasure’.  he does not imagine that the rich ‘are really happier than 
other people, but he imagines that they possess more means of  happiness’. When the poor man’s son 
reaches ‘the last dregs of  life’, his body ‘wasted with toil and diseases, his mind galled and ruffled by 
the memory of  a thousand injuries and disappointments which he imagines he met with from the injustice 
of  his enemies, or from the perfidy and ingratitude of  his friends’, he begins ‘at last to find that wealth 
and greatness are mere trinkets of  frivolous utility’ (Tms, 181; Frey and stutzer 2001).

he ‘curses ambition’ and ‘vainly regrets’ giving up ‘foolishly’ the ‘ease and the indolence’ 
of  his youth for what he acquired in pursuit of  happiness. he realises too that ‘power 
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and riches’ are ‘enormous and operose machines contrived to produce a few trifling conveniences to the 
body’ and in his melancholic elaboration of  this ‘splenetic philosophy’ he suffers ‘sickness 
and low spirits’. however, in happier times ‘of  ease and prosperity’, before low spirits sets 
in, his ambition and optimism is transformed into admiration of  the beauty of  ‘the 
palaces and œconomy of  the great’ because he believes that everything in them is ‘adapted 
to promote their ease, to prevent their wants, to gratify their wishes, and to amuse and entertain 
their most frivolous desires’ (Tms, 183). it is only later as a rich man that he realises that 
his happiness is ephemeral; lacking the satisfaction he strove for, and not worth the 
anxiety, fear and sorrow to which he was exposed while acquiring his riches. but, noted 
smith, ‘we rarely view it in this abstract and philosophical light’ (Tms, 183). These contrasting 
perspectives run right through society, reaching all levels, affecting individuals in all 
strata of  delusion. 

smith turns from these self-deceptions to the role that the striving in pursuit of  
such mirages means for society. For society’s sake, he assures us, it is well that these 
‘deceptions’ are widespread because ‘this deception rouses and keeps in continual motion the 
industry of  mankind’:  

It is this which first prompted them to cultivate the ground, to build 
houses, to found cities and commonwealths, and to invent and im-
prove all the sciences and arts, which ennoble and embellish human 
life; which have entirely changed the whole face of  the globe, have 
turned the rude forests into agreeable and fertile plains, and made the 
trackless and barren ocean a new fund of  subsistence, and the great 
high road of  communication to the different nations of  the earth. The 
earth by these labours of  mankind has been obliged to redouble her 
natural fertility, and to maintain a greater multitude of  inhabitants. 
(Tms, 183-4)

 
From the perspective of  the delusionary commitment of  human energy to 

what are really ephemeral goals, smith considers the affects of  these delusions on 
the behaviours of  a ‘proud and unfeeling landlord’, who views his extensive fields without 
a thought for the wants of  his brethren. When looking at his fields and the harvest 
growing on them, he imagines that he ‘consumes himself  the whole harvest that grows upon 
them’, but he ‘will receive no more than that of  the meanest peasant’ because ‘the capacity of  his 
stomach bears no proportion to the immensity of  his desires’. 

in fact, the unfeeling landlord has no choice but to dispose of  the surplus above 
his own, even extravagant, desires and his need to consider next season’s planting, in 
some manner. If  he doesn’t distribute sufficient sustenance from the harvest to his 
tenant families, it rots in his fields or his barns, and the people who do the work, 
without food, would not last the winter to plant his crops in the spring. 

The landlords, therefore, can do no other, but distribute the subsistence among  
‘all the thousands whom they employ’, including to:

prepare ‘• in the nicest manner’ that ‘little which he himself  makes use of’;
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‘• fit up the palace in which this little is to be consumed’;
‘• provide and keep in order all the different baubles and trinkets’ employed ‘in the 
œconomy of  greatness’;
‘• derive from his luxury and caprice, that share of  the necessaries of  life, which they would 
in vain have expected from his humanity or his justice’ (Tms, 184). 

The ‘thousands whom they employ’, namely the labourers, who toil in the landlord’s 
fields for his wealth and for their own subsistence, are of  particular interest to 
smith’s moral judgments. The landlord’s ‘natural selfishness and rapacity’ serves his own 
‘conveniency’ and the ‘gratification’ of  this own ‘vain and insatiable desires’, but the necessary 
and absolutely inescapable costs of  his living his delusions requires him to  supply his 
employees’ subsistence as well as provide the seed stock for next season. 

because the landlord does not labour, he must arrange for landless labourers to 
do that for him or rent fields to tenants who deliver the bulk of  the seasonal produce 
to him in return for receiving annual subsistence shares for their families.  either way, 
the labourer’s subsistence is maintained by the surplus produce of  the land above 
the landlord’s own generous consumption, net of  next season’s seed stock. This is 
stated clearly by smith and cannot be regarded as exceptional; it is barely worthy of  
comment and certainly it is not miraculous. 

smith asserts famously:  the landlords ‘are led by an invisible hand to make nearly the 
same distribution of  the necessaries of  life, which would have been made, had the earth been divided 
into equal portions among its inhabitants, and thus without intending it, without knowing it, advance 
the interests of  the society, and afford the means to the multiplication of  the species’ (Tms, 184-5). 

let’s address smith’s assertion. Fitting the historical view to smith’s four ages’ 
sequence (smith 1978, 14-16), private property in land emerged 11,000-8,000 years 
ago as some humans left the age of  hunting and gathering and entered the ages 
of  shepherding and farming in parts of  europe (i sidestep historical variations of  
agriculture associated with the ‘hydraulic’ agricultural societies of  egypt, babylon, 
india and China; Wittfogel 1981). 

in those early ages after hunting, etc., private property was inextricably bound 
up with agriculture and grazing land. Open fields exposed to human traffic, wandering 
flocks, and free-range herds, proved too troublesome in practice (as the Biblical story 
of  Cain, the farmer’s, and abel, the herder’s, travails demonstrated; Genesis 25) and 
these inconveniences were eliminated eventually by the gradual creation of  communal 
and private property and its emergence as the mainstay of  civilisation. The universal 
experience is that without the emergence of  property (personal, family, tribal, nations, 
or states) human societies remained in a state of  nature.

in theory, property is not incompatible with equal portions of  the land distributed 
among aspirant farmers. equality of  land distribution was enshrined in early roman 
agrarian law but, noted smith, subsequent (very human) events undid its prospects 
because the ‘course of  human affairs, by marriage, by succession, and by alienation, necessarily 
deranged this original equal division, and frequently threw the lands, which had been allotted for the 
maintenance of  many different families into the possession of  a single person’, and this law ‘was 
either neglected and evaded, and the inequality of  fortunes went on continually increasing’ (Wn, 
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556-57). 
Private property in land and animals happened in conditions associated with 

low-density populations living in large ‘open’ territories, into which aspirant farmers 
could move freely up to the capacity of  the available land, and up to their capacity to 
work it and to overcome the objections of  any current inhabitants. equality of  land 
distribution limits population growth to the capacity of  the settled territory to be 
divided into equal shares of  about ‘three hundred and fifty English acres’ (WN, 557). 
beyond that capacity, too many individuals seeking equal shares of  viable plots would 
have insufficient land for maintaining equal distribution, without further conquests, 
possibly displacing resident populations, net of  those assimilated, killed or sold into 
slavery; solutions associated with roman imperialism and the early Chinese, mongolian 
empires, and the ancient babylonian and egyptian kingdoms. 

in all events, agriculture and herding eventually increased annual subsistence 
output above that obtainable from hunting and gathering, and with sufficient 
subsistence, populations increased as infant mortality fell and life-spans increased 
(renfrew 1972, 27-30; Tandy 2001, 34). minimal subsistence, related to the sustainable 
reproduction of  the population, sets the base below which it cannot drop without 
impacting negatively on population. Property in land was viable if  it raised total output 
of  subsistence and it would need to have risen above earlier levels if  populations were 
to continue growing, keeping per capita consumption roughly constant (as appears 
to have happened). Population was affected by plagues, warfare, and social practices 
(infanticide and age-related culls), and the amount of  total subsistence diverted by the 
elites to the erection of  stone buildings, temples, walls, roads, and other appurtenances 
of  ‘civilisations’, which together limited population growth to the ‘malthusian trap’ of  
the available subsistence (Clark 2007).

For agriculture to be associated with sustainable rising population levels, per 
capita consumption had at least to match subsistence levels eventually, even if  it 
remained below the per capita consumption of  smaller hunting populations (diamond 
1987, 64-66). Therefore, smith’s assertion that private landlords divided their produce 
‘very nearly the same’ as ‘would have been made had the earth been divided into equal portions’ 
is neither surprising, nor significant. As generations came and went, some minimal 
level of  per capita subsistence, sufficient at least to sustain population reproduction, 
were experienced for millennia, independent of  supposed invisible hand explanations. 
This minimal constraint is an inescapable requirement of  any society, except those in 
terminal decline. The self-deception that reconciled ‘proud and unfeeling’ landlords to 
(albeit non-egalitarian) shares of  their surplus with their retainers, serfs and tenants 
can and did operate within a wide range of  relative subsistence, from deep privation 
for labourers’ families to mild prosperity, as seasonal bounties and dearth allowed.

The landlord, in my view, was not ‘led by an invisible hand’, ghostly or divine, 
in a mysterious or miraculous sense that there was an actual entity driving him to act 
in the manner that he did; he was led, inexorably, to keep the ‘operose machines’ of  
the mode of  subsistence working, for unless he sustained the subsistence of  labourers 
who toiled for him on his farms and the subsistence of  his armed retainers who 
defended his property rights against rival rich, indigent poor, and foreign invaders 
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alike, all ambitions for his personal ‘vain and insatiable desires’ would come to nought, as 
it would for all who preceded him. 

as the whole is the sum of  its parts, any policy of  neglecting the minimal 
subsistence of  the parts, in due course, would terminate the landlord’s ‘greatness and 
riches’. The delusion driving him would have evaporated in failure.

smith’s original principle explained how utility was less important as a driver 
than its ‘beauty’ — a hovel and a palace provided shelter from the elements, but the 
beauty of  the fitness for purpose of  the palace drew aspirants from their beds early 
each morning to strive to acquire the means to acquire such beauty by either working 
hard or by ensuring that others worked hard for them. 

The invisible hand metaphor, as a ‘figure of  speech’, does precisely its job, as 
smith intended, by drawing the image of  an ‘an allusion betwixt one object and an 
other’, the object being the self-deception of  the landlord and the ‘beauty’ of  the 
metaphor that ‘is so adapted that it gives due strength of  expression to the object to be described 
and at the same time does this in a more striking and interesting manner’ (smith 1985, 29). and 
smith’s prime candidate for undertaking this in a ‘striking and interesting manner’ was the 
well-known and oft-used 18th-century contemporary literary metaphor of  an invisible 
hand, which has come, incorrectly, though probably now irreversibly, a name tag for 
post-1950s’ (not adam smith’s) versions of  economics, mainly from exponents of  the 
paradigm of  the near mystical, invisible force allegedly at work in modern capitalist 
markets.  

but metaphors are representative, not real; they exist only as the imaginary image 
of  what they allude to. They do not define it (Smith 1985, 30-1). Modern economists 
have projected onto a venerable literary metaphor a significance well beyond anything 
implied by adam smith, who, they allege, was the originator of  their modern version 
of  the metaphor. Among the first to do so was Paul Samuelson (see also: Lange 1946), 
who wrote in the first edition (1948) of  his famous and influential textbook, Economics, 
that adam smith, ‘the canny scot’: 

was so thrilled by the recognition of  an order in the economic system 
that he proclaimed the mystical principle of  “the invisible hand”: that 
each individual in pursuing only his own selfish good was led, as if  by 
an invisible hand, to achieve the best good of  all, so that any interfer-
ence with free competition by government was almost certain to be 
injurious. This unguarded conclusion has done almost as much harm 
as good in the past century and a half, especially since too often it is 
all that some of  our leading citizens remember, 30 years later, of  their 
college course in economics (samuelson 1948, 36).

but the ‘canny scot’ said no such thing. 
smith did not proclaim ‘the mystical principle of  “the invisible hand” ’. he was 

so reticent about the metaphor that he mentioned it only once in Wealth of  Nations, more 
than halfway through his book, buried in a chapter about how some, but not all, cautious 
merchants preferred the ‘home trade’ to ‘foreign trade’ in pursuit of  their ‘own security’. 
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Smith never proclaimed in favour of  ‘selfishness’, nor did he describe the 
actions of  merchants as ‘selfish’; he always recognised ‘self-interest’, which 
he never confused with ‘selfishness’, an attribute of  Bernard Mandeville’s 
philosophy (mandeville 1988), which smith regarded as ‘licentious’ (Tms, 306-14). 
smith never regarded nor stated that ‘any interference with free competition by government was 
almost certain to be injurious’; he identified the circumstances where specific government 
policies of  mercantile Political economy, since the 16th century, were inimical to ‘progress 
towards opulence’ and he identified which of  these policies should be abandoned. 
smith didn’t think much good came from sovereigns and legislators telling merchants 
what to do — he didn’t think they were up to the task. In fact, Smith showed that 
the main ‘interference’ with ‘free competition’ came from the ‘merchants and 
manufactures’ themselves, for legislators, and those who influenced them, to legalise 
or award monopolies and trade protection which were against the public interest in 
general and the interests of  consumers in particular.

if  samuelson had read Moral Sentiments and Wealth of  Nations for himself  
through its many editions and translations well into the 1970s, instead of  recalling 
what he was taught at Chicago by his tutors and then passing on the same error 
to hundreds of  thousands of  readers of  Economics, many of  whom became tutors 
themselves, , the current epidemic of  misleading ideas about invisible hands may have 
become containable. 

The Invisible Hand in Wealth of  Nations

in book iv of  Wn, smith wrote scathing criticisms of  mercantile Political 
economy as practised since the 16th century. The british colonies in north america 
were subject to a british monopoly of  trade in both their imports and exports, under 
the Navigation Acts, which were enforced by the Royal Navy and by customs officers 
at every british seaport at home and abroad. This drew domestic british capital into 
the carrying trade and colonial investment, in search of  higher monopoly profits than 
would otherwise have been the case if  other european countries and the colonies had 
been allowed to trade. book iv of  Wealth of  Nations is a withering criticism of  the 
trade distortions caused by monopolising colonial trade and fighting wars to protect 
that trade, at significant cost to the British economy and to the development of  home 
prosperity. 

Privileges encourage those industries that enjoy them, which thereby draw a 
greater share of  labour and stock than would be the case in their absence. These 
distortions of  the ‘natural balance of  an industry’ may not be justified and may reduce 
the employment of  capital elsewhere in the economy by causing a below normal rate 
of  capital accumulation. (Wn, 453)  

The principles he advanced were: ‘The general industry of  society can never exceed what 
the capital of  the society can employ’, and ‘the number of  those that can be continually employed by 
all the members of  society, must bear a certain proportion to the whole capital of  that society, and 
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never can exceed that proportion.’  he added that: ‘No regulation of  commerce can increase the 
quantity of  industry in any society beyond what its capital can maintain’ and that ‘it can only divert 
part of  it into a direction into which it might not otherwise have gone; and it is by no means certain 
that this artificial direction is likely to be more advantageous to the society than that into which it 
would have gone in of  its own accord’ (Wn, 453).

domestic protection and prohibitions boost domestic production of  certain 
items, which inevitably divert capital and employment away from unprotected to 
protected sectors. The reduced, or eliminated, competition from imports reduces the 
pressure of  price competition on domestic suppliers, and consumers lose out from 
higher domestic prices. These net gains and losses distort capital allocation across 
society. smith was critical of  such mercantile distortions as they existed in the colonial 
monopoly and its associated domestic tariffs and protection.

The reality, discussed passionately in book iv of  Wealth of  Nations, was that 
britain was not a free-trade economy; the government had pursued policies since 
the 16th century, summed as ‘jealousy of  trade’ supported and enforced by monopoly 
practices. Even in these difficult circumstances, he demonstrated that the natural 
inclinations of  people led them to mitigate the misguided policies of  mercantile 
governments.  When the natural inclinations of  individuals are considered, they 
‘continually exert’ themselves to find the most advantageous employment for their capital, 
and he shows that in exerting themselves in this manner they may unintentionally 
prefer what is most advantageous for society (Wn 454).

When every individual exerts himself  to find that employment of  his capital 
which is most advantageous for himself, the sum of  individual personal endeavours 
drives society to the most advantageous employment of  its capital. smith believed this 
was best achieved by leaving people to find out which employment suits them best, i.e., 
individuals are the best judge of  their self-interests and do not need central direction. 
but it does not follow that because they know what is best for themselves that the 
outcome is always the best for society. 

smith gave an example of  where the behaviour of  some, but not all, merchants 
was, coincidently, best for society. People have different perceptions, aptitudes, 
and inclinations with respect to their security. some, but not all, prefer investment 
opportunities as ‘near home as possible’, with the proviso that they can obtain the 
ordinary, or not a great deal less than the ordinary, profits from stock. Some wholesale 
merchants preferred their capital ‘under [their] own immediate view and command’ and 
therefore they preferred the home trade to the foreign trade for consumption, and 
both to the carrying trade. Their behaviour was influenced by the increased risks of  
trading over longer distances for longer durations before their capital plus any profits 
was returned. To avoid the greater risks of  distant trade across the north atlantic, 
some of  them might accept lower domestic profits if  they felt their capital was safer 
and would be replaced sooner. 

 
Thus, upon equal or nearly equal profits, every wholesale merchant 
naturally prefers the home-trade to the foreign trade of  consumption, 
and the foreign trade of  consumption to the carrying trade. in the 
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home-trade his capital is never so long out of  his sight as it frequently 
is in the foreign trade of  consumption. he can know better the char-
acter and situation of  the persons whom he trusts, and if  he should 
happen to be deceived, he knows better the laws of  the country from 
which he must seek redress. (Wn, 454)

This is as clear a statement of  a merchant’s caution as you could get in a single 
paragraph. also, merchants’ consideration of  the effect of  a delayed turnover of  their 
capital was not a trivial one, especially for smaller merchants (Wn,  603). 

in the circumstances of  britain’s protected monopolies in the colonial trade, 
smith asserts, some merchants will trade abroad and others will prefer to trade 
domestically. also it is often overlooked here that while smith refers in what follows 
to ‘every individual who employs his capital in support of  domestick industry’ (Wn, 455), for the 
reasons given above of  their insecurity, he is not referring to ‘every individual’ in the 
uK; he is in fact referring only to those individual merchants who invest domestically 
in preference to investing in the riskier atlantic trade:

as every individual, therefore, endeavours as much as he can both to 
employ his capital in the support of  domestick industry, and so direct 
that industry that its produce may be of  the greatest value; every indi-
vidual necessarily labours to render the annual revenue of  society as 
great as he can. (Wn, 456)

only after stating this logical and unexceptional outcome from his assumptions, 
based on the mercantile political economy operating at the time, does he introduce the 
now famous metaphor to underline the consequential imperatives of  natural caution 
among some merchants: 

he generally, indeed, neither intends to promote the publick interest, 
nor knows how much he is promoting it. by preferring the support of  
domestick to that of  foreign industry, he intends only his own security; 
and by directing that industry in such a manner as its produce may be 
of  the greatest value, he intends only his own gain, and he is in this, as 
in many other cases, led by an invisible hand to promote an end which 
was no part of  his intention. (Wn, 456)

but smith had already fully explained the reasons for the merchant’s cautiousness 
before introducing the metaphor of  ‘an invisible hand’, which purports to lead him to 
do what he did anyway in the stated circumstances. in smith’s corpus, the instance 
of  the invisible-hand metaphor is only a ‘relatively small point’ (Fleischacker 2004, 
139). and this is the proper role of  a metaphor; it presents the ‘complex’ mechanics 
of  the arithmetical connection between individual actions and aggregate outcomes, 
driven by caution and insecurity, into an understandable and ‘beautiful’ allusion for 
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those of  his readers not alert to the validity of  his initial explanation. In confirmation 
of  this assertion, most modern economists who quote this paragraph, ignore the 
critical phrase, ‘he intends only his own security’, and thereby lose the link between 
the merchant’s behaviour and the outcome. if  senior and accomplished academic 
economists miss this vital clue today, is it any wonder that adam smith slipped in a 
popular literary metaphor to assist his much less sophisticated readers to understand 
his critique of  mercantile Political economy?

alternatively therefore, should we interpret smith to suggest that an individual’s 
motivations from ‘his own security’ are too weak to affect and direct his behaviour, and 
that he needs, to coin a phrase, a helping hand?  surely not! needing a helping hand 
makes redundant his initial explanation of  the merchant’s caution to avoid losing sight 
of  his capital in the manifest uncertainties of  ‘the foreign trade of  consumption’.  

so, how does ‘an invisible hand’ induce the behaviour that a person’s insecurity 
induces anyway?   it does nothing!  To believe otherwise, implies an unknown and 
complex (‘invisible’) element to human motivation, akin to credulous beliefs that 
Jupiter’s invisible hand and invisible beings determined human fortunes, for good or 
ill, which he mocked in his History of  Astronomy and from which emma rothschild 
roots her interesting conclusion that smith continued to mock those merchants whose 
credulity led them to require an invisible hand when clearly they did not. if  it was an 
‘ironic joke’, most modern economists didn’t get it.

The metaphor of  an invisible hand is just a metaphor and modern wonder over 
its meaning is, well, meaningless. This conclusion is underlined in the next paragraph 
where smith famously (because much quoted) warns that statesman ‘who should attempt 
to direct private people in what manner they ought to employ their capitals, would not only load 
himself  with a most unnecessary attention, but assume an authority which could safely be trusted, 
not only to no single person, but to no council or senate whatever, and which would nowhere be so 
dangerous as in the hands of  a man who had the folly and presumption enough to fancy himself  fit 
to exercise it’(Wn, 456). 

if  statesmen, etc., cannot be trusted (as, indeed, smith believed they could not) 
in the allocation role, then leaving individuals to allocate their own capitals, because 
they are the best judges of  their circumstances, makes sense, more so than the false 
conclusion that smith introduced an unnecessary and redundant metaphysical entity, 
supposedly, of  a disembodied and invisible, even godly, hand to explain what he had 
already explained clearly in the preceding paragraphs. 

The metaphor was not meant by smith (the educator) to be taken literally; it 
was only for expository purposes for those readers (including statesmen and those 
who influenced them) who were unable to grasp the connecting chain between a 
motivation arising from caution against risks abroad and the eminently available 
remedy of  their investing locally.

What does the metaphor add to what we know about economic processes and 
have known since the 18th-century, and not just from adam smith?  smith’s purpose 
was to persuade statesmen, legislators, and those who influence them, of  the benefits 
of  leaving merchants and manufacturers to arrange their own affairs according to 
their interests (within the limits of  commutative justice), his allusion to the illusion 
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of  an invisible hand reads better for those who found the link between a merchant’s 
caution in matters of  his ‘own security’ and unintentional social benefit too difficult 
to grasp or, more important perhaps, needed help to explain the connection to others 
whom they wished to influence in order to carry forward Smith’s critique of  existing 
regulatory interventions, but who would not necessarily repeat his arguments in detail. 
Political economy was not (arguably still isn’t) an everyday subject of  literate discourse 
in and around the british or any other legislature (rothschild 2001, 125-6; smith 1987, 
286). 

Benign Order?

because individuals undertake various possible actions in response to their 
motivations and their regard for their self-interests as they interpret them, we can 
only know afterwards, and not beforehand, if  and whether the summation of  their 
actions leads to benign consequences. Where are the invisible hands when the actions 
of  individuals have malign outcomes for society (e.g., the tragedy of  the commons)?  
Whatever the answer, the possibility, and the incidence in Wealth of  Nations of  malign 
outcomes, compromises the metaphor’s alleged benign imperative. smith gives over 
60 instances in Wealth of  Nations in books i and ii of  the malign consequences of  
self-interested actions.3 

smith was not party to the idea that self-interested actions were necessarily always 
socially benign; his was not a generalised explanation of  all unintended consequences, 
but a partial one and it acts ‘in this, as in many other cases’, selectively (Wn, 456). 
it was not a universal benign rule for markets, which would have required smith to 
have written: ‘in this, as in all other, or most other, cases’, and for him to have used the 
invisible hand metaphor in books i and ii of  Wealth of  Nations where he discusses 
market processes; instead, he did not mention ‘an invisible hand’ at all. in contrast to 
smith, the (neglected) Finnish political economist, anders Chydenius, who published 
The National Gain in 1765 (Chydenius 1931), was less reserved than adam smith about 
an absolute and direct connection between individuals seeking their own gain and the 
consequential public (national) gain. 

indeed, as Fleischacker points out: 

if  he had wanted to proclaim that an invisible hand always guides indi-
vidual economic decisions toward the good of  society, we would expect 
the proclamation at the opening of  the book, as part of  his ground-
ing theory of  economic activity. The theory smith gives us there does 
support the claim that individuals generally promote the social good in 
their economic behaviour without intending to do so, but there is no 

3 Wn, 40; 43; 51-2; 77; 78; 79; 80; 84; 89; 90; 91; 95; 96; 106; 111-12; 115; 116; 124; 125; 126; 
135; 136; 137; 139;140;  141;142; 143; 144; 145; 146; 151; 152; 153;154; 156; 157; 158; 160; 163; 
171; 174; 266-7; 285; 302-03; 304-05; 308; 310-17;321; 323-24; 326; 339-42; 344; 346.
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hint that this holds in all cases, much less that it is guaranteed to hold 
by either empirical or metaphysical laws. (Fleischacker 2004, 139)

human behaviours in situations where markets operate less than competitively 
in aggregate, can and do result in sub-optimal outcomes, such as from the imposition 
of  monopolies, protectionism, and conspiracies to restrict supplies, to which we 
can add, pollution and indifference to spill-over externalities, and tragedies of  the 
commons. Whether, in the mathematical theory of  perfectly competitive conditions 
in general equilibrium, the ‘many other’ qualifier becomes ‘all other cases’ is beside the 
point; these conditions do not exist outside the constructs of  the theory, from which 
humans are absent.

There are paragraphs in Wealth of  Nations relevant to the invisible hand debate 
which do not mention anything about ‘an invisible hand’, including some that refer 
directly to similar instances in which the metaphor was used by smith in book iv. 
Its absence in these instances confirms that his use of  an invisible hand was as a 
mere literary metaphor to help elucidate a particularly difficult explanation and not 
evidence of  a new theory and, certainly not, a new explanation (Macfie 1967, 81; cf  
schneider 1979, 53).  because of  the importance of  this debate, i quote an important 
instance of  the absence of  the invisible hand metaphor, where it may be thought to 
have had particular relevance, though smith makes no mention of  it:  

The mercantile stock of  every country, it has been shewn in the sec-
ond book, naturally seeks, if  one may say so, the employment most 
advantageous to that country.  if  it is employed in the carrying trade, 
the country to which it belongs becomes the emporium of  the goods 
of  all countries whose trade that stock carries on. but the owner of  
that stock necessarily wishes to dispose of  as great a part of  those 
goods as he can at home. he thereby saves himself  the trouble, risk, 
and expence, of  exportation, and he will upon that account be glad to 
sell them at home, not only for a much smaller price, but with some-
what a smaller profit than he might expect to make by sending them 
abroad. he naturally, therefore, endeavours as much as he can to turn 
his carrying trade into a foreign trade of  consumption. if  his stock 
again is employed in a foreign trade of  consumption, he will, for the 
same reason, be glad to dispose of  at home as great a part as he can of  
the home goods, which he collects in order to export to some foreign 
market, and he will thus endeavour, as much as he can, to turn his 
foreign trade of  consumption into a home trade. The mercantile stock 
of  every country naturally courts in this manner the near, and shuns 
the distant employment; naturally courts the employment in which the 
returns are frequent, and shuns that in which they are distant and slow; 
naturally courts the employment in which it can maintain the greatest 
quantity of  productive labour in the country to which it belongs, or in 
which its owner resides, and shuns that in which it can maintain there 
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the smallest quantity. it naturally courts the employment which in or-
dinary cases is most advantageous, and shuns that which in ordinary 
cases is least advantageous to that country. (Wn, 628-9) 

Smith used the word, ‘naturally’, five times in this paragraph, indicating the 
driving force of  these processes affecting the decisions and the behaviours of  
merchants without reference to ‘invisible hands’, which is a clear demonstration, 
should one be needed, that he did not need a metaphor to describe what people did 
naturally.

smith continues in this vein because distant trade is ‘as necessary for the welfare of  
the society as a near one’. how then does it occur ‘naturally’ that some stock should be 
withdrawn from advantageous employment locally to distant locations where it is less 
advantageous?  The answer is fully explained in the model from book ii, namely the 
higher profits obtainable in distant trade (scarcer capital is employed in distant than 
local trade, raising the market rate of  profit above its natural rate), which motivates 
some, but not all, individuals to overcome their natural caution.

it is thus that the private interests and passions of  individuals natu-
rally dispose them to turn their stock towards employments which in 
ordinary cases are most advantageous to the society. but if  from this 
natural preference they should turn too much of  it towards those em-
ployments, the fall of  profit in them and the rise of  it in all others 
immediately dispose them to alter this faulty distribution.  Without 
any intervention of  law, therefore, the private interests and passions 
of  men naturally lead them to divide and distribute the stock of  every 
society, among all the different employments carried on it, as nearly as 
possible in the proportion which is most agreeable to the interests of  
the whole society. (Wn, 630)

he makes no mention of  the intervention of  ‘an invisible hand’ because there 
is no need for anything remotely mystical to be said about market processes with their 
profit signals and incentives. The natural workings of  markets are fully sufficient to 
explain what happens and did not need ‘invisible hands’ for his arguments. Clearly, 
‘invisible hands’ for adam smith had nothing to do with markets, contrary to the 
assertions of  modern economists.

how is it then that smith can be said to have believed that people worked under 
the benign influence of  ‘an invisible hand’ when they were led to do precisely what 
he clearly showed they did on their own unaided account from natural forces within 
market relationships and processes?   

in the two cases in which the metaphor was deployed, as an afterthought 
following his full and explicit explanation of  the circumstances, what does ‘an 
invisible hand’ add to the clarity of  the self-deception of  landlords and the caution 
of  merchants?  rich landlords and merchants did not need to be ‘led by an invisible 
hand’ to prefer what they did from their existing knowledge of  their circumstances 
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and the natural operations of  their incentives and their natural caution.  and smith 
reminds us of  the consequences for consumers and society generally when the self-
interests of  merchants are let loose on the wider public interest: merchants demand 
and proselytise gullible legislators for ‘high duties’ and ‘absolute prohibitions’ against 
the exports of  foreign countries (Wn, 452). it is in their self-interests to do so, but it 
was not necessarily in the interests of  consumers. 

he is even more critical of  the clash of  interests in book i:  

The interest of  the dealers, however, in any particular branch of  trade 
or manufactures, is always in some respects different from, and even 
opposite to, that of  the publick. To widen the market and to narrow 
the competition, is always the interest of  the dealers. To widen the 
market may frequently be agreeable enough to the interest of  the pub-
lick; but to narrow the competition must always be against it, and can 
serve only to enable the dealers, by raising their profits above what 
they naturally would be, to levy, for their own benefit, an absurd tax 
upon the rest of  their fellow-citizens. The proposal of  any new law or 
regulation of  commerce which comes from this order, ought always to 
be listened to with great precaution, and ought never to be adopted till 
after having been long and carefully examined, not only with the most 
scrupulous, but with the most suspicious attention. it comes from an 
order of  men, whose interest is never exactly the same with that of  the 
publick, who have generally an interest to deceive and even to oppress 
the publick, and who accordingly have, upon many occasions, both 
deceived and oppressed it. (Wn, 267)

The invisible-hand metaphor added nothing to what smith, the analyst, and 
his attentive readers, knew. it was a device which he only used once in each of  his 
books to keep the attention of  his other readers who did not follow his analysis. 
understanding the explanation of  the processes behind these cases is more important 
than the metaphor. in book ii, smith the educator explains why at times he goes 
into pedestrian detail, in this case over the complexities of  banking practices. in his 
analysis he suggests ‘so violent a metaphor’ as ‘a sort of  waggon-way through the air’ (Wn, 321), 
when discussing the ‘judicious operations of  banking’. 

smith had to make convincing cases for as wide a readership as possible, 
otherwise his ‘clear and distinct confutation’ (smith 1985, 164) of  sir James steuart’s 
mercantile policies (steuart 1767) would have been compromised, and with it his ‘very 
violent attack upon the whole commercial system of  Great Britain’ blunted (smith 1985, 249-
53).   

smith showed, in the case discussed in Wealth of  Nations, whatever their state 
of  ignorance of  or indifference to the public good, that individuals acted in their own 
best interests as they saw them in their circumstances, and subject to their personal 
degrees of  caution, they tried to maximise their returns from their capital and labour, 
and in doing so, they contributed towards maximising the annual revenues of  society 
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(the whole is the sum of  its parts). The ‘logic’ and the arithmetic were faultless, yet 
doubts must linger about their inevitability. 

if  a metaphor – ‘a waggon-way through the air’ or ‘an invisible hand’ – helped 
some readers to understand his main points, then so be it; smith the educator spent 
his adult life persuading students, colleagues, legislators, influencers and readers, to 
change the commercial system of  Great britain, and he drew on his command of  
composition and style from his natural talents to make the best case for the change 
as possible. 

but modern economists took an isolated metaphor, used rarely by adam smith, 
and in his name invented a wholly misleading belief  of  how commercial markets 
function and how people in them necessarily and unintentionally work for public 
benefit, independent of  the consequences of  their actions. And they introduced a self-
contradictory concept into economics, described as an ‘invisible hand explanation’, 
yet it does not explain anything close to the explanatory value offered by economics 
as a science, even where smith left it. if  anything, it obfuscates everything to which 
it is applied. 
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Daniel B. Klein1

AbstrAct

in preface, i should tell the reader that Professor Gavin Kennedy and i met and 
hit it off at the January 2009 international adam Smith Society conference held 
at Balliol college, oxford, commemorating the 250th anniversary of The Theory of 
Moral Sentiments. there Gavin and i discussed whether this Journal, of which i am 
editor, might publish his essay along with a dissenting opinion. as we went forward, 
we agreed that i would author the dissent. i am grateful to Gavin for his valuable 
instruction and cooperation in the shared aim of producing an exchange on the 
phrase invisible hand in Smith’s writings. the Journal invites Gavin to rejoin and 
conclude the exchange in a future issue.

Peter Minowitz (2004, 411) concludes his essay, “adam Smith’s invisible hands” 
with the following words: “centuries after Smith’s death, we are still struggling to 
fathom a two-word phrase that stands out in a thousand-page book.”

Such struggling has been misplaced, according to Professor Gavin Kennedy. 
abstain from the struggling, for the two-word phrase is an incidental metaphor in 
Smith’s writings; it deserves no currency as tag for the prosaic workings of markets, 
even less for rarified workings untrue to Smith. In his erudite, plain-spoken, 
challenging essay, Gavin suggests that the metaphor had no very special significance; 
that its occurrence in the Astronomy differs irreconcilably from that in The Theory of 
Moral Sentiments and Wealth of Nations.

Like Peter Minowitz, A.L. Macfie, and legion others, I find great mystery in 
Smith. call us romantics. My main message here is simply this: Don’t lay down the 
struggle! Discover whether the two-word phrase has special significance in Smith, 
whether the three occurrences can be reconciled, whether the phrase may properly 
serve as tag for an important idea in natural jurisprudence.2 Dwell in adam Smith’s 

1 Professor of  economics, George Mason university, Fairfax, Virginia, 22030.
2 natural jurisprudence is “a theory of  the general principles which ought to run through and 
be the foundation of  the laws of  all nations” (tMS, 341; see also 218, 340).
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invisible hands.
Gavin awakens us to important facts and insights. he teaches that the phrase 

was hardly new with Smith and that for at least 100 years its occurrence in Smith’s 
writings was not much noted or renowned. Such facts would support the view that 
Smith’s usage of the phrase was in his time understood as incidental. Gavin carefully, 
extensively interprets the three occurrences to challenge any notion of consistency 
among them. Most importantly, his interpretations instruct us in how to read the 
phrase in TMS and WN as an after-thought, a “casual metaphor” (240), something 
that, with an adventitious fluctuation in Smith’s humor or workaday practice when he 
penned (or dictated) those words or reviewed those passages, he might have struck 
from those works or just omitted in the first instance.

The issues raised by Gavin include, first, whether the three occurrences are 
reconcilable; second, whether the phrase may properly serve as tag for an important 
idea in natural jurisprudence; and third, the importance Smith attached to the 
phrase.

Reconciling the Three Occurrences

in the Astronomy, Smith writes that, “in all Polytheistic religions, among 
savages, … it is the irregular events of nature only that are ascribed to the agency 
and power of their gods” (49). Making a contrast, Smith then lists a few putatively 
regular events and adds: “nor was the invisible hand of Jupiter ever apprehended to 
be employed in those matters” (49). the fearful and ignorant roman sees an invisible 
hand behind nature’s irregularities.

“But all the irregularities of nature,” Smith writes, “are not of this awful or 
terrible kind. Some of them are perfectly beautiful and agreeable” (48). he writes of 
a rainbow, a calm sea, an exuberant harvest, a plentiful vintage. 

the phrase of the Astronomy can be reconciled with those of TMS and WN in 
a number of ways. one is to take Smith as a theist who “with love and complacency, 
and even with transports of gratitude” (48), finds wonder in the historic unfoldings 
and beautiful workings of the human ecology on earth, all created by God. Gavin 
cites in passing Alec L. Macfie’s 1971 essay “The Invisible Hand of Jupiter,” as 
though it contains nothing with which he need contend; Gavin evidently reads it 
quite differently than I do. Of the three occurrences, Macfie notes the apparent 
inconsistency, including the difference between polytheism, with its divine dissensions, 
and the monotheism of the Christian Deity, with its “general rules” (597). But Macfie 
affirms that ultimately “there is no inconsistency” (596):

Smith’s central endeavor throughout all his writings was indeed to 
explore and build into his system of thought the inclusive scope and 
manifold interrelations of this system of ‘nature.’ in the Wealth of 
Nations this took its ideal form in ‘the obvious and simply system of 
natural liberty,’ which, if perfect, works itself out in the correspondence 
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of natural and market prices. The ‘invisible hand of Jupiter’ has in the books 
become the energizing power of the whole system. (Macfie 1971, 599; emphasis 
added)

At the very end of the essay, Macfie writes of Smith’s effort to develop an encompassing 
interpretation of the “great system of nature,” whereupon Macfie concludes the essay 
rather paradoxically with the sentence: “it is a long way from Jupiter.” again, this 
might refer to monotheism’s distance from polytheism. But perhaps Macfie means the 
planet Jupiter, and means to suggest that earth, with its human life and potentialities, 
is a long way from Jupiter, which represents the regularity of lifeless matter prior to 
God’s finer creation. Regardless of any possible play on words, however, Macfie’s 
point is that God’s creating of earth’s humanity is the irregularity, and contemplation 
of the fine workings of that irregularity, the general rules that Smith explores in TMS 
and WN, may engender wonder and admiration.

Smith writes that wonder from such agreeable things stems “from the same 
impotence of mind” as generates awe in view of terrible irregularities such as storms 
(48). even after authoring his masterworks, Smith may have regarded his own 
mind as impotent in relation to the author of nature, and humbly admitted that in 
contemplation of his masterworks he was but coarse clay of fearful and ignorant 
mind.3 

a second way of reconciling the three occurrences, a way suggested by Minowitz 
(2004, 1993) and congruent with Joseph cropsey (2001) and others who surmise 
skepticism in Smith, is but a variation on the first. Maybe Smith is not really all that 
serious about the God business, which pervades TMS and yet all but disappears in 
WN, but he knows that his readers take such business seriously, and he thusly appeals 
to their “impotence of mind” by indicating his invisible hand in TMS and in WN. 
Maybe Smith held back the Astronomy, spared it from the flames, and authorized its 
posthumous publication as another gentle giveaway that he wasn’t all that serious 
about the God business. 

Maybe Smith was a naturalist and indifferent believer. i’d like to speculate on 
yet one more way of reconciling the three occurrences. 

Smith’s list of four regular experiences that do not occasion the apprehension 
of the invisible hand of Jupiter is: “Fire burns, and water refreshes; heavy bodies 
descend, and lighter substances fly upwards, by the necessity of their own nature” 
(49). Lighter substances fly upwards—Would that be fire and smoke? Would the Roman 
see regularity in substances lighter than air flying upwards?

Smith continues: “But thunder and lightning, storms and sunshine, those 
more irregular events, were ascribed to his [ Jupiter’s] favour, or his anger” (50). 
Storms and sunshine—does Smith mean both occurring at the same time? That 
might seem irregular. Perhaps Smith means the variability of the weather. But doesn’t 
an irregularity imply some condition of regularity? What would make sunshine an 

3 Smith (tMS, 251) knocks Socrates for “fancying that he had secret and frequent intimations 
from some invisible and divine Being.”
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irregularity?
i am tempted to think that by irregularity Smith means an emotional or sentimental 

irregularity, an internal event in human nature. the reaction can be agreeable or 
disagreeable. it can come at any time. it is an irregularity in your emotional reaction 
to things, a sense of wonder or marvel that might just sneak up on you; it does not 
necessarily hinge on anything externally irregular, anything at which another would 
marvel. the internal irregularity might be taken by a theist as theophany. it might 
have to do with inner revelation, some kind of intellectual, spiritual, or emotional 
transcendence. external events that are irregular—a comet, eclipse, or meteor (48)—
are more likely to engender such wonder, but an event that is externally regular can 
likewise make for irregular experience, which is often memorable. What, after all, 
is so irregular about a calm sea, an exuberant harvest, or a plentiful vintage? That 
Smith would include a person’s internal reactions as “events of nature” is certainly 
congruent with TMS, where the expression “natural sentiment(s)” occurs 16 times.

in the Astronomy, Smith writes that philosophers “look for a chain of invisible 
objects to join together two events that occur in an order familiar to all the world” 
(45). Gavin emphasizes that in doing so philosophy saps the wonder out of the matter. as 
Smith writes: 

Philosophy, by representing the invisible chains which bind together 
all these disjointed objects, endeavours to introduce order into this 
chaos of jarring and discordant appearances, to allay this tumult of 
the imagination, and to restore it, when it surveys the great revolutions 
of the universe, to that tone of tranquillity and composure, which is 
both most agreeable in itself, and most suitable to its nature. (Smith, 
Astronomy, 45-46)

however, Smith goes on to say that philosophy thus renders “the theatre of nature 
a more coherent, and therefore a more magnificent spectacle, than otherwise it 
would have appeared to be” (46). the philosopher transforms the wondrous into the 
magnificent.

and in the preceding paragraph, Smith explains that 

bread has, since the world began, been the common nourishment of  
the human body, and men have so long seen it, every day, converted into 
flesh and bones, substances in all respects so unlike it, that they have 
seldom had the curiosity to inquire by what process of  intermediate 
events this change is brought about. (id. 44-45)

in every day life, most people are blind to the subtle, invisible workings. the 
connections discovered by philosophers “are all of  them such combinations of  events 
as give no stop to the imaginations of  the bulk of  mankind, as excite no Wonder, nor 
any apprehension that there is wanting the strictest connection between them” (45). 
the philosopher “has, like the musician, acquired, if  one may say so, a nicer ear, and 
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a more delicate feeling with regard to things of  this nature” (45). the philosopher 
may thus awaken the non-philosopher to questions, connections, and explanation that 
ordinary people have scarcely contemplated, and thereby inspire a sense of  discovery, 
wonder, marvel, or magnificence in nature’s workings.

to seal this naturalistic, non-Providential reconciliation of  the three occurrences, 
we need to embrace the hayekian postulate that people tend to be insensible to the 
beneficial spontaneous mechanisms of  natural liberty. As by instinct, people tend 
to think that the only way to get pleasing social concatenations is by intending as 
much. hayek suggests that, still today, our genes are largely those selected for in our 
long evolutionary period of  very simple society, from early man to the small band of  
humans. Society is an organization: even if  such bands are without central direction 
by an alpha-male, there is intentional organization, cooperation, as within a factory, 
encompassing mutual coordination of  actions and sentiments toward common 
aims. The resultant instinct is for what is socially or officially intentional to be salient, 
conspicuous, focal, visible, “seen.” Things not so intended, such as the larger benefits 
of  the system of  natural liberty, are instinctually unseen and remain perennially unseen 
unless continually highlighted by the culture. I find it highly plausible that the group 
selection of  the environment of  evolutionary adaptation would have generated such 
intentionality heuristics, entailing both blindness to what in social affairs is intended 
by no one and possibly hostility to intentions at variance with official intentions.4

a human being focuses on her interests, and pursues them by focusing on 
the discrete steps that will benefit her. To Smith she is but a small element in a great 
system. She may have cause to learn that things work as they do, as bread produces 
nourishment, but not to puzzle out why things work as they do. Moreover, puzzlings 
about social orders will always remain abstract and vague, the details unknown. even 
the philosopher falls back into instincts and will recurrently marvel in rediscovering 
in an abstract way the larger chains behind everyday experiences. Smith identifies 
the sense of  wonder as “the first principle which prompts mankind to the study of  
Philosophy” (51), and presumably this sense of  wonder within the philosopher’s 
breast never goes altogether extinct.

let’s take hayek’s subtlety hypothesis to say that most people are very slow to 
appreciate the abstract merits of  natural liberty, and that any such appreciation is 
constantly battling instincts and everyday pressures, and is usually quickly dispelled. 
indeed, hayek seemed to suspect that, historically speaking, the ascendancy of  
liberal enlightenment will have proven to have been something of  an aberration. 
not only are instinct and bestial self-interest against it, but modern political culture 
often piles on as well, particularly when cultural leaders are “dupes of  their own 
sophistry, and are as eager for this great reformation as the weakest and foolishest of  
their followers” (tMS, 233).

compared to hayek, Smith is seemingly more optimistic about cultural processes 

4 the editor of  Critical Review, Jeffrey Friedman has in several essays in that journal developed, 
with strong Hayekian bearings, what I dub here the subtlety hypothesis. With Friedman (2007), 
i regard what he dubs the “intentions heuristic” to be the primary determinant of  what is “seen” 
(see esp. pp. 213-33).
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working toward liberal enlightenment, but, still, he certainly seems to subscribe to 
the subtlety hypothesis. in TMS, the presumption is that God needed to ingrain, and 
religion needed to reinforce, moral faculties, such as observance of  commutative justice 
among equals, that would preserve and advance the species, because the remote effects 
of  such observance were “too distant to be traced by the imagination” (36), man’s 
understandings too “slow and uncertain” (77, 164). Indeed, “in the present depraved 
state of  mankind” (77), the “coarse clay” of  humankind (162), the “great mob of  
mankind” (62), have little interest in wisdom. it is but “a select, … a small party, who 
are the real and steady admirers of  wisdom and virtue” (62). It is chiefly “men of  
reflection and speculation” who perceive the beauty based on understanding of  the 
utility of  virtue (192). Smith sees the need to advise the political leader to act like 
the wise Solon and not force even sound principles on “the rooted prejudices of  the 
people” (233). in WN, Smith writes of  “that application of  mind which is necessary in 
order to foresee and understand the consequences of  any publick regulation” (265), but 
indolent landowners are “not only ignorant, but incapable,” laborers are ignorant and 
would be “unfit to judge” even if  “fully informed,” and employers or merchants, while 
more acute in knowing their own interest, again don’t understand what would serve 
society’s interest (266-67). Again, only the select see the principles of  social betterment. 
adherence to such principles, such as laissez-faire in grain forestalling and engrossing, 
incite popular fears that “may be compared to the popular terrors and suspicions of  
witchcraft” (534). “[P]ositive law always has been, and probably always will be, more or 
less influenced by popular superstition and enthusiasm” (793). Finally, in the Rhetoric 
lectures: “the People … have no pleasure in these abstruse deductions; their interest, 
and the practicability and honourableness of  the thing recommended is what alone will 
sway with them and is seldom to be shewn in a long deduction of  arguments” (146).

We have suggested the following: (1) the irregularity spoken of  in the Astronomy 
may be irregular only internally; (2) then, wonder, marvel, and magnificence seem to 
come together and traverse the ignorant brute and the philosopher; (3) by instinct, 
people think of  society as organization and are resistant to liberal enlightenment (the 
subtlety hypothesis); (4) the spontaneous order of  natural liberty is not only vague in 
its abstract workings, but unknowable in its particulars. if  we allow these four points, 
the three occurrences of  the invisible hand no longer seem inconsistent. Gavin sees 
philosophical explanation as necessarily snuffing out wonder and irregularity. But in 
combination the four points accommodate undying wonder. as charles Griswold 
writes:

Just as the ‘invisible hand of  Jupiter’ was part of  the vocabulary of  
ancient ‘superstition,’ the ‘invisible hand’ is part of  Smith’s philosophical 
and protreptic rhetoric whose purpose is likewise to establish order 
persuasively. the many ‘teleological’ or even, on occasion, ‘religious’ 
statements in The Theory of  Moral Sentiments must be understood in 
connection with this aestheticized speculative outlook. (Griswold 1999, 
333)
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undying wonder is especially assured as philosophical speculation greets the 
everyman. in TMS, Smith suggests that it is by exposure to ideas, theories, about how 
systems of  public policy play out that a man may come to find in their perfection “noble 
and magnificent objects,” and it is this beauty that animates his public spirit (185-86). 
Jeffrey young elaborates:

Smith observed that people frequently are more impressed by the 
beauty of  a system and its fitness for achieving its ends than by the ends 
themselves. this, he contends, applies to public policy. the function of  
a treatise such as Wn is to appeal to this sense, thus making the Wn, 
and its famous doctrine of  the invisible hand, itself  a tactical maneuver 
in bringing about the ‘virtuous sequence.’ (Young 1997, 193)

Speculating on political economy, the philosopher rediscovers wonders in the natural 
order, and, via sympathy, rediscovers those wonders yet again when he explains them to his 
friends, relatives, neighbors, pupils, colleagues, readers, or subjects—a wonder that 
every teacher of  economic principles should continually awaken in students and relive 
in himself. the awakening is much like the interpretive shift inherent in humor. “he 
who laughs at the same joke, and laughs along with me, cannot well deny the propriety 
of  my laughter” (tMS, 16). When you tell a joke to a friend, for you there is no actual 
surprise, but you enter into his surprise, and may laugh again. the same goes for 
admiration:

When we have read a book or poem so often that we can no longer 
find any amusement in reading it by ourselves, we can still take pleasure 
in reading it to a companion. to him it has all the graces of  novelty; 
we enter into the surprise and admiration which it naturally excites in 
him …(tMS, 14)

A similar connection within Smith’s work is suggested by Dugald Stewart (1794), 
who says that Smith’s essay on the first formation of  languages represents Smith 
exploration of  the gradual steps leading up to “a state of  things so wonderfully artificial 
and complicated”—namely, “our intellectual acquirements, our opinions, manners, and 
institutions”—things that would be quite regular to Smith and his readers (292, italics 
added).

Finally, notice that Jupiter makes several appearances in TMS (164, 274, 277-78, 
289). according to the Stoics, Smith explains, the wise man visited by prosperity “returned 
thanks to Jupiter,” but equally for all the workings of  nature and the affordance given 
him to find virtue and act virtuous, which secures him in tranquility even in adversity 
(278). The Stoic saw Jupiter in all events, regular and irregular, and regarded the whole 
as one immense irregularity for which he was grateful. With the foregoing points in 
mind, the Stoical invocation of  Jupiter as given in TMS seems not so inconsistent with 
the invocation of  the ignorant roman spoken of  in the Astronomy.
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Gavin cites the “considered view” of  emma rothschild (2001) that the phrase 
invisible hand in Smith’s writings was “a mildly ironic joke” (116). if  it was a joke, it 
was like the one h.l. Mencken (1956) made when he suggested that man is “a sort of  
accidental by-product, as the sparks are an accidental by-product of  the horseshoe a 
blacksmith fashions on his anvil. the sparks are far more brilliant than the horseshoe, 
but all the same they remain essentially meaningless” (183). Smith’s phrase was a joke 
in the sense that what Deirdre Mccloskey (2006) calls humankind’s sacred virtues—
faith, love, and hope—are a joke.

A Proper Tag for an Important Idea in Natural Jurisprudence

i regard the invisible hand passage in TMS as a terrible muddle. it is a comparative 
claim about a supposed fact and a counterfactual. the supposed fact is that in the 
beginning “Providence divided the earth among a few lordly masters,” but does Smith 
believe that, and does he expect us to believe that? I don’t know. More importantly, 
the counterfactual, “had the earth been divided into equal portions among all its 
inhabitants,” is, i suppose, assumed to have taken place in the beginning.5  But it is 
unclear that there would be any appreciable difference today in the distribution of  
land ownership,6 in which case the comparison speaks to no concern today – unless 
people are griping about how Providence divided the earth in the beginning. and, at 
any rate, Smith says that either way makes little difference to the distribution of  “the 
necessaries of  life,” but the text leaves us doubting that such “necessaries” include 
anything lacking to the beggar (184-85). The passage might affirm some notion of  
beneficial spontaneous order, but it is unclear what benefits and what spontaneous 
mechanisms he is talking about. 

the invisible hand passage in WN is much less muddled, though not without 
its mysteries. one mysterious aspect is how narrowly it is to be read. Gavin reads it 
rather narrowly, a metaphor specific to the sentence in which it appears. Gavin reads 
it as saying that “individuals acted in their own best interests as they saw them in their 
circumstances, and subject to their personal degrees of  caution, they tried to maximise 
their returns from their capital and labour, and in doing so, they contributed towards 
maximising the annual revenues of  society” (Kennedy 2009, 258). a broader reading 
sees the investment decision as but one example of  a much wider domain within which 
the principle applies. Peter Minowitz cites William Grampp’s (2000) reading, which is 
much like Gavin’s in its narrowness.7 Minowitz explains that Grampp neglects several 

5 For a long time i read the counterfactual “had the earth been divided into equal portions” as 
something that occurs, say, within living memory. if  that is what Smith means, then the conclu-
sion he draws is especially preposterous.
6 As Gavin (248) notes, in Wn (556-57) Smith describes certain historical events that made the 
division of  land ownership less equal.
7 Grampp’s and Gavin’s differ as to the end that is unintentionally advanced. Gavin sees it 
as “maximising the annual revenues of  society” (258), Grampp as “the defense of  the nation” 
(446).
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“aspects of  the chapter that inspire many readers to conceive the invisible hand more 
broadly” (384), and i think that all but one of  the points that Minowitz makes can 
be directed against Gavin’s reading. Moreover, one may look at materials well beyond 
the chapter. 

a second mystery surrounding the phrase concerns the kind of  behavior it 
refers to. like many before him, Gavin reads it as merely “self-interest.” and upon 
such reading Gavin triumphantly reports that surely Smith did not mean to give the 
invisible hand any wide meaning as “Smith gives over 60 instances in Wealth of  Nations 
in Books i and ii of  the malign consequences of  self-interested actions” (255). 

The identification of  mere self-interest as the referent behavior goes to the heart 
of  the problem of  Gavin’s reading. Political fetishes ascendant these past 100 years, 
now pandemic, have subverted Smithian liberalism and engendered certain cultural 
taboos. like many of  those who diminish the phrase in Smith, Gavin underestimates 
the centrality in Smith of  natural liberty. the referent behavior of  the invisible hand 
is not mere self-interest, but behavior within rules of  “natural justice” or “natural 
jurisprudence” (tMS, 340-42).8 The behavior of  the investor is significant not merely 
because it promotes wider utility, but because it works within rules of  comparative 
laissez-faire. As Young (1997) puts it, “in Wn commutative justice appears as a 
necessary prerequisite for the system of  natural liberty, via the invisible hand, to 
promote the general welfare” (168).

i haven’t worked through the 60 instances that Gavin cites, but i’m sure that 
many of  them refer to behavior that seeks or enjoys privileges in violation of  natural 
liberty. In his fine book Adam Smith’s Lost Legacy (Kennedy 2005), too, Gavin displays 
what i consider to be a systematic misunderstanding of  Smith on the matter of  liberty. 
Without delving into details, i say Gavin considerably understates Smith’s commitment 
to, adherence to, and presumption of  liberty. one’s attitude toward the invisible hand 
in Smith is intimately related to one’s readings of  Smith’s whole sensibility regarding 
the liberty principle.

in his 1904 biography of  Smith, Francis W. hirst writes: “Smith … asks whether 
these protective measures … are likely to be of  general benefit to society,” and Smith 
explains that without the protective measure—that is, left free—the merchant is “led 
by an invisible hand to promote an end which was no part of  his intention” (quoted 
in hirst 194-95). James Bonar (1893) writes, “as a theist, he [Smith] sees ‘an invisible 
hand’ disposing human actions towards the general good, in spite of  the shortcomings 
of  the agents. … [h]e thinks that improvement is usually spontaneous, and is better 
secured by the removal of  obstacles than by deliberate attempts to advance the general 
welfare” (383).9 here, as often elsewhere, “spontaneous” means free.10

8 “Smith’s ‘perfect rights’ are similar to what today are frequently called the ‘negative rights’ to 
life, liberty, and private property” (otteson 2002, 139).
9 Bonar also highlights the invisible hand in his Smith entry in the original Palgrave Dictionary 
of  Political Economy.
10 For a fine treatment of  the literature on ideas of  spontaneous order and the invisible hand, 
see craig Smith 2006, and 2009, wherein he writes “there is a good case to be made than an at-
tractive term like invisible hand might play a useful role in delineating a sub-set of  unintended 
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in the preface of  The Distribution of  Income, William Smart (1899) writes:

But when the question is whether a regulated state control according 
to any social or socialist ideal would bring us conditions of  life wherein 
all would have the possibility of  realising their moral being, or of  being 
what is called ‘happy,’ i am disposed to think that the ‘invisible hand’—
however one interprets adam Smith’s reference—is bringing about 
these conditions more quickly than any deliberate rearrangement of  
industry would. (Smart 1899, x)

Gavin suggests that little was made of  Smith’s phrase prior to the twentieth 
century. i think he is right that people were slow to pick up on the phrase, but he 
overstates matters. using Google Books (advanced search) one may find quite many 
allusions to Smith’s phrase, some in a way that assumes familiarity. the invisible hand 
passage is quoted in a footnote in Dugald Stewart’s Lectures on Political Economy (1856, 
Vol. iX, 24) and Stewart twice elsewhere in his own voice uses the phrase “invisible hand” 
(1854, Vol. I, 579; 1854, Vol. II, 248).

Gavin presumably views these authors as launching a misguided myth, but i think 
they get Smith’s drift. My favorite early treatment is that of  Frederic W. Maitland in his 
1875 dissertation A Historical Sketch of  Liberty and Equality. Maitland calls the Wealth 
of  Nations “the first powerful plea for commercial freedom” (127). Maitland draws a 
contrast between the declared purpose of  Smith and later writers: “his purpose was 
to shew what laws ought to be made concerning ‘police, revenue, and arms.’ thus 
his conception of  political economy obviously differs from that of  ricardo and his 
followers” (Maitland 1875, 127).

Maitland writes: “now to consider the arguments in favour of  commercial 
freedom. The first and most popular is based on a supposed harmony of  economic 
interests. it is said that every man best provides for the economic interests of  the 
whole by providing for his own economic interests” (130). Maitland then quotes the 
invisible hand passage and adds: “First let us notice the ‘invisible hand’,” and notes 
that it “has formed one of  the strongest arguments for laisser faire” (130).

having acknowledged argumentation that liberty may advance “the economic 
interests of  the whole,” Maitland moves into his more central point:

But passing this by, it will be seen that adam Smith’s belief  in the 
harmony of  economic interests did not carry him very far. … it 
cannot be too much insisted on that adam Smith threw really very little 
weight on these à priori arguments about harmony, in which Bastiat 
delights … When we further notice that adam Smith’s assertions 
about the harmony of  interests are chiefly meant to show that all men 
have an interest (not necessarily an equal interest) in the freedom of  
international trade, … we cannot appeal to him as the father of  those 

consequences explanations” (11).
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who see nothing but harmonies in political economy. (131)

Maitland continues by declaring that ricardo’s law of  rent “shews an obvious discord 
between the interests of  the landlords and those of  the labouring classes.” he adds: “Bastiat 
saw the want of  harmony here; he denied the truth of  ricardo’s law. … no amount of  the 
special pleading, of  which he [Bastiat] was a master, can get over this simple fact” (133). here 
we may supplement Maitland: Smith had in mind a passable harmony; in TMS Smith wrote 
that the sentiments of  two people may “have such a correspondence with one another, as 
is sufficient for the harmony of  society. Though they will never be unisons, they may be 
concords, and this is all this is wanted or required” (tMS, 22). 

Maitland points out that a strict doctrine of  economic harmony would repress 
the call of  morality in economic life: 

it is very necessary however that it should be seen that the principle 
of  laisser faire does not rest on a belief  in the harmony of  interests. if  
such were the case, it would be possible to say that since a man will 
best consult the economic interests of  the community by attending to 
no one’s interest but his own, to buy cheap and sell dear is the whole 
economic duty of  man. (134)

In noting points of  conflict between the economic interests, and the consequent 
moral duty about which Smith wrote an entire book, Maitland says “surely there is a 
strong primâ facie case for saying with carlyle that laissez faire and Malthus positively 
must part company” (133). here, in Maitland’s view, does the really formidable part 
of  Smith’s argument begin:

But only a primâ facie case. the main argument of  the Wealth of  
Nations remains to this day a valid reason for leaving trade free, and 
the main argument is that interference only makes bad worse. … [o]ur 
present system of  private property, freedom of  contract, considerable 
testamentary powers, is in its broad outlines more likely to produce the 
happiness of  mankind than any other legislative system yet sketched out. the 
argument is, briefly, that in our present system legislative interference 
is nearly at a minimum; that any other system would require constant 
and meddling interferences; that such interferences themselves cause 
pain; that such interferences would be futile, the economic forces with 
which they have to contend being too powerful to be turned from their 
course; that self-reliance would be destroyed. (133, italics added)

Maitland might overstate the proportions, but Smith’s oomph is criticism of  alternative 
arrangements:

the real leading argument is: you say that your system of  interference 
enriches the country, by bringing into it gold and silver; i will shew that 
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gold and silver are not peculiarly desirable forms of  wealth, that your 
system checks the growth of  what you will admit is real wealth, that it 
does not even attain its own worthless object. adam Smith’s argument 
is for the most part ad homines, his opponents justified a meddling 
policy as productive of  wealth, and adam Smith completely refuted 
this justification. But what is the really powerful part of  the refutation? 
not the assertion about an invisible hand, but the detailed proof  that 
all the restraints on free trade imposed or suggested had failed, and 
must fail. (131)

and not only international trade: Smith’s “followers have successfully shewed 
that the same may be said of  interferences with commercial transactions in general” 
(134).

as Maitland admits disharmonies, and ascribes the same to Smith, what exactly 
is the basis for such strong criticism of  correctional interventions? Maitland answers: 
“But after all, the most powerful argument is that based on the ignorance, the necessary ignorance, 
of  our rulers. the evil of  governmental interference varies with the probability of  
the government being wrong…” (133, italics added). thus the main argument is 
ignorance, folly, error. Smith’s strong presumption of  liberty—which was affirmed 
even by Jacob Viner (1927, 719), a renowned cataloger of  the exceptions Smith made to 
the liberty principle—is rooted as much in the likely badness of  intervention as in any 
supposed bliss of  liberty. the theme is also central in TMS, which generally declares 
us too ignorant and unenlightened to make any extensive benevolence effective (e.g., 
TMS, 237, 229).

the invisible hand tacitly suggests an allegory: in freedom, people tend to 
act in ways tolerably in line with what an knowing, benevolent being would like to 
see happen.11 But Maitland properly argues that Smith’s argumentation is comparative: 
hewing to the liberty principle generally works out better than not doing so—in this 
respect, arrow, Stiglitz, and hahn do disfigure Smith when they identify the invisible 
hand with some rarified perfection. We need not rehearse Smith on the ignorance, 
folly, and presumption of  political power, on the corruption and pathology of  political 
ecology. there is nothing in Smith that suggests correction mechanisms. Smith would 
probably agree with James Buchanan (1999) when he writes: “there is no political 
counterpart to adam Smith’s invisible hand” (458).

Maitland drives at the notion that Smith sees the liberty principle as a moral, 
cultural, and political focal point, a worthy and workable principle in the otherwise 
dreadful fog of  interventionism. Griswold writes: 

[F]or Smith ‘nature’ is made liveable and intelligible thanks to our 
shaping of  it. in and of  itself, it is obscurity and shadows to us. light is 
provided by the imagination, and this light seeks the form of  harmony. 
(Griswold 1999, 342)

11 in Klein (2009), i unfold the allegory and indicate its Smithian bearings.
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“one of  imagination’s most precious possessions,” said ambrose Bierce (1993, 
71), is liberty. Smith intended to make the liberty principle durably luminous. To sustain 
the focal point of  liberty we need a culture, a semantic, that gives the presumption 
to liberty, that puts the burden of  proof  on the interventionists, even when they 
represent the status quo. like many others, i take that to be a core part of  Smith’s 
political project, Smith’s liberalism, which, more broadly, centered on a sense of  duty 
against gratifying our human weaknesses by resort to socially destructive fetishes and 
fanaticisms, including statism. 

Making an extensive list of  malign consequences of  self-interested actions, as 
Gavin does, is important. there are two questions to ask: Do the actions conform 
to, and the consequences spring from, conditions of  natural liberty, or do they, rather, 
tell what happens in a comparative condition of  contravention of  that principle? 
Second, are the cases of  malign consequences in natural liberty so copious as to 
upset the notion of  a presumption of  liberty? As we’ve seen, the existence of  some 
malign individual actions is not sufficient to recommend contravention even in the 
specific matter. not every voluntary act of  every merchant in a free market is a 
blessing, but such malign (or discoordinative) moments are not sufficient to decide 
for contravention. Sometimes Smith feels that they are serious enough and decides for 
contravention, from regard to what is “politick,”12 or from “expediency,” to use the 
term by which Dugald Stewart and John Millar, associates of  Smith, identified Smith’s 
exceptions.13 Such exceptions indeed reduce the focalness of  the liberty principle, 
as a mist may slightly obscures the north Star, but they do not undo that focalness. 
exceptions are treated as exceptional. in studying these matters, we need a term for 
the category of  case in which liberal conditions do exhibit comparative merit. one 
term for such a category is the invisible hand.

Did Smith Intend that the Phrase Be Used as Tag for the 
Comparative Merit of  Freedom?

We will never know whether Smith intended the phrase invisible hand to serve as 
a tag for the comparative merit of  freedom. it certainly is not outlandish to think that 
he did. As Minowitz (2004, 407) puts it, Smith all but “evicts God” from WN, making 
the invisible hand all the more striking, and more amenable to an interpretation 

12 Smith (Wn, 530) writes: “the law which prohibited the manufacturer from exercising the 
trade of  a shopkeeper endeavoured to force this division in the employment of  stock to go 
on faster than it might otherwise have done. the law which obliged the farmer to exercise the 
trade of  a corn merchant endeavoured to hinder it from going on so fast. Both laws were evi-
dent violations of  natural liberty, and therefore unjust; and they were both, too, as impolitick as 
they were unjust. it is the interest of  every society that things of  this kind should never either 
be forced or obstructed” (emphasis added). See also  618 and for consideration of  the “body 
politick” 604-06. 
13 on expediency, see Stewart 1794, 275, 309-312, including quotations from Millar, a close 
friend and former pupil of  Smith’s.
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that is non-theological yet still allegorical. Gavin notes that the phrase appears only 
infrequently in Smith’s work, that it is not put conspicuously at the outset of  his 
works. But surely Gavin would agree that Smith’s writing is suffused with mystery and 
strategy. that the phrase appears close to the center, and but once, in TMS and in WN 
might be taken as evidence that Smith did intend for us to take up the phrase.

it is fun, if  not prudent, to speculate that by the time he was writing WN, or 
possibly earlier, Smith had the notion of  invisible hand occurring but once in each of  
his masterworks, and in each case near the center. the invisible hand passage in WN is 
just about dead center. as for TMS, hamish riley-Smith, an owner of  the 2nd edition, 
has kindly informed me that the invisible hand passage occurs at page 273, while the 
whole is 436 pages plus 10 unnumbered pages including title and contents. So in the 
2nd edition the passage is somewhat beyond the center. in the 6th edition, however, the 
passage comes closer to the center. Moreover, the 3rd, 4th, 5th, and 6th editions were 
published with Smith’s essay on language following the text of  TMS, and hence in 
those editions the passage may have been quite close to the center of  the combined 
pages. In particular, the 1790 edition was published in two volumes, the first volume 
containing material through Part iV. the invisible hand passage comes near the end 
of  Part IV and hence appeared right near the end of  the first volume, or about dead 
center of  the set (cf. Minowitz 2004, 404).

But it does not much matter whether Smith intended the phrase to serve as a 
tag for the comparative merit of  freedom. the phrase is as worthy a tag as any for 
that worthy idea. 
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Selected by D. B. Klein1

AbstrAct

Lock-in of Ideological Sensibilities by Age 25 or So

adam Smith (1790, 158):

the opinion which we entertain of our own character depends en-
tirely on our judgments concerning our past conduct. it is so dis-
agreeable to think ill of ourselves, that we often purposely turn 
away our view from those circumstances which might render that 
judgment unfavourable.

thomas Jefferson (1814, 1341):

[F]ew, in their after-years, have occasion to revise their college 
opinions.

arthur Schopenhauer (1970, 124):

it is quite natural that we should adopt a defensive and negative attitude 
towards every new opinion concerning something on which we have 
already an opinion of our own. For it forces its way as an enemy into 
the previously closed system of our own convictions, shatters the 
calm of mind we have attained through this system, demands renewed 
efforts of us and declares our former efforts to have been in vain.

1 Professor of  economics, George Mason university, Fairfax, Virginia 22030 
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M. Kent Jennings (1990, 347-48):

People do not generally change as much later on as they do during the 
pivotal first decade of adult life. People do tend to conserve what they 
have, what they are familiar with, what they have become habituated to. 
thus, the composition of the ‘crystals’ involved in the crystallization 
process can make a substantial difference over the ensuing years for 
individuals as well as for the polity.

Duane F. alwin, ronald l. cohen, and theodore M. newcombe (1991, 60):

Whether measured by their attitudes toward political issues, their 
voting preferences, their opinions toward various public figures, or 
their party identifications, Bennington women who were relatively 
conservative while in college remained relatively conservative a 
quarter-century later, and those who were relatively nonconservative 
while in college remained nonconservative in 1960-61.

David o. Sears and carolyn l. Funk (1999, 1):

[r]espondents were measured on four occasions between 1940 
and 1977, from roughly age 30 to retirement age. these partisan 
attitudes were highly stable over this long period… examination 
of the trajectories of the individual attitudes reveals that the most 
common pattern was constancy across time… there was evidence of 
increasing attitude crystallization through the life span, infusing core 
predispositions with increasing psychological strength over time.

Reverence of the Powerful and Longing for Their Favor

adam Smith (1790, 61):

this disposition to admire, and almost to worship, the rich and the 
powerful, and to despise, or, at least, to neglect persons of poor and 
mean condition, though necessary both to establish and to maintain 
the distinction of ranks and the order of society, is, at the same time, 
the great and most universal cause of the corruption of  our moral 
sentiments. 

adam Smith (1790, 53):

that kings are the servants of  the people, to be obeyed, resisted, 
deposed, or punished, as the public conveniency may require, is 
the doctrine of  reason and philosophy; but it is not the doctrine of  
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nature. nature would teach us to submit to them for their own sake, 
to tremble and bow down before their exalted station, to regard their 
smile as a reward sufficient to compensate any services, and to dread 
their displeasure, though no other evil were to follow from it, as the 
severest of  all mortifications.

adam Smith (1790, 257):

[t]he vain man … courts the company of  his superiors as much as 
the proud man shuns it. Their splendour, he seems to think, reflects 
a splendour upon those who are much about them. he haunts the 
courts of  kings and the levees of  ministers, and gives himself  
the air of  being a candidate for fortune and preferment, when in 
reality he possesses the much more precious happiness, if  he knew 
how to enjoy it, of  not being one. he is fond of  being admitted 
to the tables of  the great, and still more fond of  magnifying to 
other people the familiarity with which he is honoured there. he 
associates himself, as much as he can, with fashionable people, 
with those who are supposed to direct the public opinion, with 
the witty, with the learned, with the popular; and he shuns the 
company of  his best friends whenever the very uncertain current 
of  public favour happens to run in any respect against them. With 
the people to whom he wishes to recommend himself, he is not 
always very delicate about the means which he employs for that 
purpose; unnecessary ostentation, groundless pretensions, constant 
assentation, frequently flattery, though for the most part a pleasant 
and a sprightly flattery, and very seldom the gross and fulsome 
flattery of  a parasite. 

lord acton, 1887 letter to Mandell creighton, quoted in neilson (1969, 87):

  … i cannot accept your canon that we are to judge Pope and King 
unlike other men, with a favourable presumption that they did 
no wrong. if  there is any presumption it is the other way, against 
the holders of  power, increasing as the power increases. historic 
responsibility has to make up for the want of  legal responsibility. 
Power tends to corrupt, and absolute power corrupts absolutely. 
Great men are almost always bad men, even when they exercise 
influence and not authority, still more when you superadd the 
tendency or the certainty of  corruption by authority. there is no 
worse heresy than that the office sanctifies the holder of  it. That is 
the point at which the negation of  catholicism and the negation of  
liberalism meet and keep high festival, and the end learns to justify 
the means. you would hang a man of  no position like ravaillac; but 
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if  what one hears is true, then elizabeth asked the gaoler to murder 
Mary, and William iii ordered his Scots minister to extirpate a clan. 
here are the greatest names coupled with the greatest crimes; you 
would spare those criminals, for some mysterious reason. i would 
hang them higher than haman, for reasons of  quite obvious justice, 
still more, still higher for the sake of  historical science.

Unminding Important Things

Marvin Minsky (1986, 177):

In the course of  pursuing any sufficiently complicated problem, the 
subgoals that engage our attentions can become both increasingly 
more ambitious and increasingly detached from the original problem.

adam Smith (1790, 299):

epicurus indulged a propensity, which is natural to all men, but which 
philosophers in particular are apt to cultivate with a peculiar fondness, 
as the great means of  displaying their ingenuity, the propensity to 
account for all appearances from as few principles as possible.

adam Smith (1761, 224):

What a roman expressed by the single word, amavissem, an englishman 
is obliged to express by four different words, I should have loved. it is 
unnecessary to take any pains to show how much this prolixness 
must enervate the eloquence of  all modern languages. how much the 
beauty of  any expression depends upon its conciseness, is well known 
to those who have any experience in composition.

Friedrich nietzsche (1965, 25):

But now the whole scientific fraternity is out to understand the 
canvas and the colors—not the picture. in fact, one can say that only 
he who has a clear view of  the overall picture of  life and existence 
can avail himself  of  the individual sciences without harm to himself, 
for without such a normative overall picture the sciences are threads 
which nowhere lead to a goal and make our life’s course all the more 
confused and labyrinthine. 

isaiah Berlin (1958, 119):

To neglect the field of  political thought, because its unstable subject-
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matter, with its blurred edges, is not to be caught by the fixed concepts, 
abstract models, and fine instruments suitable to logic or to linguistic 
analysis—to demand a unity of  method in philosophy, and reject 
whatever the method cannot successfully manage—is merely to allow 
oneself  to remain at the mercy of  primitive and uncriticized political 
beliefs.

J. Shield nicholson (1913, 425):

in england and in english-speaking countries in recent years far too 
much stress has been laid on those aspects of  economics which lend 
themselves to mathematical illustrations. the consequence is that 
important parts of  the subject have been neglected or, if  not neglected, 
have been pruned and lopped until they can be put in the fashionable 
terminology and the usual curves.

William h. hutt (1936, 208):

Moreover, the swamping of  economic treatises with mathematics has 
not only tended to drive away the layman, but has diverted attention 
from fundamentals to points of  analytical interest, and incidentally 
thereby led to some actual corruption or unjustifiable weakening of  
basic tenets. [t]he intricacies [of  the mathematical method] appear 
to have caused some of  those practicing it to lose their continuous 
intimacy with certain broad unquestionable elements of  reality which 
ought always to dominate in applied theory.

John von neumann (quoted in Dore et al 1989, xiv):

as a mathematical discipline travels far from its empirical source, or 
still more, if  it is a second or third generation only indirectly inspired 
by ideas coming from ‘reality’, it is beset with very grave dangers. it 
becomes more and more purely aestheticizing, more and more purely 
l’art pour l’art. This need not be bad, if  the field is surrounded by 
correlated subjects, which still have closer empirical connections, or 
if  the discipline is under the influence of  men with an exceptionally 
well-developed taste. But there is a grave danger that the subject will 
develop along the line of  least resistance, that the stream, so far from 
its source, will separate into a multitude of  insignificant branches, and 
that the discipline will become a disorganized mass of  details and 
complexities. in other words, at a great distance from its empirical 
source, or after much ‘abstract’ inbreeding, a mathematical subject is 
in danger of  degeneration.
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terence W. hutchison (1994, 287):

[I]t may be assumed that enhancing their own feeling of  scientific sta-
tus has been an important element in the utility function of  mathema-
tical economists, which is satisfied by the lavish use of  mathematics 
and by the promotion of  abstract, vacuous ‘rigour’ as the – profoundly 
unsuitable – overriding criterion and aim of  the subject.

Peter Bauer (1981, 264):

once mathematical methods have become fashionable, the desire to 
be in the swim and the operation of  the established interests set up 
forces of  self-perpetuation.

Popular Sentiments and Approval

adam Smith (1790, 116):

nature, when she formed man for society, endowed him with an 
original desire to please, and an original aversion to offend his 
brethren. She taught him to feel pleasure in their favourable, and 
pain in their unfavourable, regard. She rendered their approbation 
most flattering and most agreeable to him for its own sake; and their 
disapprobation most mortifying and most offensive. 

Friedrich a. hayek (1944, 47):

it [economics] will be for you as well a choice between cherished 
and pleasant illusions on the one side and the ruthless pursuit of  
an argument which will lead you almost certainly into isolation and 
unpopularity . . .

albert Venn Dicey (1905, 448):

[e]conomists themselves seem sometimes to dread that the attempt to 
treat economical problems in a scientific spirit should deprive them of  
that sympathy which they not only give to others but themselves require.
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Friedrich a. hayek’s speech at the nobel Banquet, December 10, 1974:

your Majesty, your royal highnesses, ladies and Gentlemen,

now that the nobel Memorial Prize for economic science has been 
created, one can only be profoundly grateful for having been selected 
as one of  its joint recipients, and the economists certainly have every 
reason for being grateful to the Swedish riksbank for regarding their 
subject as worthy of  this high honour.

yet i must confess that if  i had been consulted whether to establish a 
nobel Prize in economics, i should have decidedly advised against it.

one reason was that i feared that such a prize, as i believe is true of  
the activities of  some of  the great scientific foundations, would tend 
to accentuate the swings of  scientific fashion.

this apprehension the selection committee has brilliantly refuted by 
awarding the prize to one whose views are as unfashionable as mine are.

i do not yet feel equally reassured concerning my second cause of  ap-
prehension.

it is that the nobel Prize confers on an individual an authority which 
in economics no man ought to possess.

This does not matter in the natural sciences. Here the influence exer-
cised by an individual is chiefly an influence on his fellow experts; and 
they will soon cut him down to seize if  he exceeds his competence.

But the influence of  the economist that mainly matters is an influ-
ence over laymen: politicians, journalists, civil servants and the public 
generally.

there is no reason why a man who has made a distinctive contribution 
to economic science should be omnicompetent on all problems of  
society - as the press tends to treat him till in the end he may himself  
be persuaded to believe.

one is even made to feel it a public duty to pronounce on problems to 
which one may not have devoted special attention.

I am not sure that it is desirable to strengthen the influence of  a few 
individual economists by such a ceremonial and eye-catching recogni-
tion of  achievements, perhaps of  the distant past.

i am therefore almost inclined to suggest that you require from your 
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laureates an oath of  humility, a sort of  hippocratic oath, never to ex-
ceed in public pronouncements the limits of  their competence.

or you ought at least, on confering the prize, remind the recipient of  
the sage counsel of  one of  the great men in our subject, alfred Mar-
shall, who wrote:

‘Students of  social science, must fear popular approval: evil is with 
them when all men speak well of  them’.

Friedrich a. hayek (1933, 121):

[t]he economist appears to be hopelessly out of  tune with his time, 
giving unpractical advice to which the public is not disposed to listen 
and having no influence upon contemporary events. 

William h. hutt (1936, 34):

every independent and serious economist who has some concern for 
the well-being of  the community must, if  his beliefs lie in the path of  
‘orthodox’ or classical tradition, be aware of  a periodic recurrence of  
a sense of  utter helplessness. on all sides he thinks he sees the sur-
vival of  ignorance and confusion of  thought on matters which affect 
human welfare; and he feels that nothing that it is within his power to 
do or say can have the slightest effect in checking the accumulation of  
wrong ideas and false policies which they bring forth. he recognizes 
that in spheres in which policy and action can be influenced, he is 
doomed to virtual dumbness to-day. 

George Stigler (1988, 4):

[t]he convention of  denouncing economists had been established [at 
the end of  18th century] and was pursued with enthusiasm by men 
great and small. … Why has it been fashionable to abuse economists 
(even granting the possibility that they may deserve it)? the main rea-
son is easily named—economists have been the premier ‘pourers of  
cold water‚ on proposals for social improvement, to the despair of  the 
reformers and philanthropists who support these proposals.

Stanislav andreski (1972, 39):

[e]ven without pressures from the politicians, capitalists or the bureau-
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crats, the desire for popularity can undermine independence of  thought 
and induce anxious conformity. [a] student of  society who does not 
go in for beating about the bush and mealy-mouthed pussy-footing 
has little chance of  being left alone like his colleagues in the natu-
ral sciences. and, as not everybody has a stomach for a never-ending 
fight for intellectual integrity, most social scientists gravitate towards 
problems, methods and conclusions which, no matter how sterile, are 
least likely to incur the displeasure of  the potentates or of  the popula-
ce. Prompted by the desire to play safe they often go even further than 
necessary in trimming their sails to the prevailing winds. 

Gordon tullock (1966, 188-89):

[S]tudents in [the social] field have a strong tendency to devote large 
amounts of  effort to ‘confirming’ popular opinions… New currents 
of  opinion will develop in the ‘real world’ and then investigators [in 
social science] will undertake research which ‘proves’ them to be true. 
the 1930’s, for example, witnessed a tremendous change in the econo-
mic policies of  most Western countries. this was not at all the result 
of  economic research; in fact, the economists largely used theories 
which condemned the new policies. after it was clear which way the 
wind was blowing the bulk of  the economic profession jumped on 
the bandwagon, and the economic journals were full of  articles which 
fitted in well with contemporary opinion.

Escapism

Gordon tullock (1989, 246-247):

[M]ost economists find themselves in a rather unfortunate situation. 
if  they work on direct practical problems they’re almost certain to 
have fights with members of  the English department at faculty 
cocktail parties. consider trying to convince the typical noneconomist 
faculty member that the Minimum Wage act is not terribly helpful 
for poor laborers… Suppose an economist, in an applied effort to 
help a very poor country, recommends to its government a program 
for attracting foreign capital. the suggestion is that bringing in plants 
to use semiskilled labor to produce low-quality textiles is possible, if  
you are willing to pay their workers a dollar a day, which is twice what 
they are now making on the farm. the economist feels that getting 
them off  the farm and into industry is the only real way of  raising 
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living standards in the country. the suggested wage is so low that the 
average member of  the faculty at the university where the economist 
works would regard it as inhumane exploitation… clearly, life in the 
university would be much less pleasant than if  the economist had 
concentrated on ramsey pricing.

edwin cannan (1933, 378):

you may say you know all this, and that i ought to apologise for 
drawing your attention once more to the putrid, stinking mass. i do 
apologise to those who are really helpless in the matter, if  any such are 
here. But i do not apologise to the others, but appeal to them to do 
more than they are doing to make economic organization understood 
by the people. i appeal especially to the younger teachers to consider 
what sort of  future they can look forward to if  the popular english 
newspapers continue to get their readers to believe that at one and 
the same time the pound sterling may be worth twenty-twentieths of  
itself  in london and lisbon, thirty-one twentieths in Madrid, and only 
fourteen twentieths in Paris. Do not let them simply hold their noses 
and avert their eyes from the disgusting mess and run back to find 
peace and contentment in neat equations and elegant equilibria.

arnold c. harberger (1993, 2):

[having] to endure with frustration, waking up every morning to go 
out and fight battles they rarely expect to win… This is the life of  
the typical policy economist; small wonder that after some years many 
end up disillusioned and drift off  to less frustrating occupations and 
pursuits. 

William h. hutt (1936, 35):

[The economist’s] response [to his impotence to influence opinion] 
may be to retire from that field of  intellectual activity in which he 
could be of  direct service to the community and… concentrate on 
the development of  an intricate technique of  analysis. he may then 
find himself  the possessor of  a logical system applicable to conditions 
which might conceivably exist, but a system which no legislator or admi-
nistrator could be expected to understand, let alone find of  service in 
the case of  any concrete problem. Such an economist will correspond 
to the ‘pure scientist’ in other fields. The results of  his efforts may 
occasionally have repercussions of  the greatest moment upon know-
ledge relevant to the sphere of  practical affairs (as the techniques of  
the pure mathematician and the pure physicist have had an immense 
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influence in the field of  technology). But his studies can hardly be said 
to be consciously directed towards that end. he escapes, in consequen-
ce, from the sense of  baffled striving, of  frustrated effort …

The Professional Academic Pyramid

Michael Polanyi (1964, 15):

to learn an art by the example of  its practice is to accept an artistic 
tradition and to become a representative of  it.

robert S. lynd (1948, 18):

the status of  the professional economist, political scientist, or other 
social scientist is deeply committed, by training and by the need for 
security and advancement, to the official concepts, problems, and 
theoretical structure of  his science.

isaiah Berlin (1949, 37):

Today the tendency to circumscribe and confine and limit, to determine 
the range of  what may be asked and what may not, to what may be 
believed and what may not, is no longer a distinguishing mark of  the old 
‘reactionaries.’  on the contrary, it comes as powerfully from the heirs 
of  the radicals, rationalists, ‘progressives’ of  the nineteenth century as 
from the descendants of  their enemies. there is a persecution not only 
of  science, but by science or at least in its name…

Karl r. Popper (1962, 29):

[i]t seems improbable that hegel would ever have become the most 
influential figure in German philosophy without the authority of  
the Prussian state behind him. As it happened, he became the first 
official philosopher of  Prussianism, appointed in the period of  feudal 
‘restoration’ after the napoleonic wars. later, the state also backed his 
pupils (Germany had, and still has, only state-controlled universities), 
and they in their turn backed one another.

D. Klein (2005, 143):

Figure 3 plots percentage from the [worldwide] top 35 departments. 
at the top, more than 90 percent of  faculty comes from the top 35 
departments. the plot suggests that departments ranked around 44th 
have 80 percent from the top 35. these results show clearly that the 
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top 35 departments dominate the profession.

Groupthink

irving l. Janis. (1982, 5): 

in studies of  social clubs and other small groups, conformity pressures 
have frequently been observed. Whenever a member says something 
that sounds out of  line with the group’s norms, the other members 
at first increase their communication with the deviant. Attempts to 
influence the nonconformist member to revise or tone down his 
dissident ideas continue as long as most members of  the group feel 
hopeful about talking him into changing his mind. But if  they fail 
after repeated attempts, the amount of  communication they direct 
toward the deviant decreases markedly. the members begin to exclude 
him, often quite subtly at first and later more obviously, in order to 
restore the unity of  the group. a social psychological experiment 
conducted by Stanley Schachter with avocational clubs in an american 
university—and replicated by Schachter and his collaborators in seven 
european countries—showed that the more cohesive the group and 
the more relevant the issue to the goals of  the group, the greater is 
the inclination of  the members to reject a nonconformist. Just as the 
members insulate themselves from outside critics who threaten to 
disrupt the unity and esprit de corps of  their group, they take steps, 
often without being aware of  it, to counteract the disruptive influence 
of  inside critics who are attacking the group’s norms.

irving l. Janis. (1982, 9):

i use the term ‘groupthink’ as a quick and easy way to refer to a mode 
of  thinking that people engage in when they are deeply involved in a 
cohesive ingroup, when the members’ strivings for unanimity override 
their motivation to realistically appraise alternative courses of  action.

thomas Szasz (1961, 261):

it seems to me that one reason, perhaps the main one, for not making 
value problems of  this type more explicit is that whenever this is done 
it threatens the cohesion of  the group which, until then, has kept its 
values officially undefined…

thomas S. Kuhn (1977, xxi):

the hypotheses of  individuals are tested, the commitments shared by 
his group being presupposed; group commitments, on the other hand, 
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are not tested, and the process by which they are displaced differs 
drastically from that involved in the evaluation of  hypotheses.

John Stuart Mill (1859, 511):

nor is it enough that [a student] should hear the arguments of  adversaries 
from his own teachers, presented as they state them, and accompanied 
by what they offer as refutations. that is not the way to do justice to the 
arguments, or bring them into real contact with his own mind. he must 
be able to hear them from persons who actually believe them; who 
defend them in earnest, and do their very utmost for them.

Martin anderson (1992, 112):

With no effective check from the outside, academic intellectuals—who 
generally refer to themselves as representing a ‘field’ of  study—have in 
effect been left to regulate and judge themselves. those who produce 
the work judge the work. and if  they say it is important—and no one 
else reads it—who’s to say it is not important?

Stanislav andreski (1972, 203):

[n]othing will immediately blow up or fall down in consequence of  
a politologist’s or economist’s inanity; while the harm caused by his 
ignorance or dishonesty may not materialize until years later, and will 
in any case be debatable and difficult to blame on a particular man.

edgar allan Poe (1843, 210):

The ‘thousand profound scholars’ may have failed, first, because they 
were scholars, secondly, because they were profound, and thirdly, 
because they were a thousand.

 

Privileges of  Graduation Make for Cartels and Social 
Pyramids

adam Smith (1776, 780):

in modern times, the diligence of  public teachers [that is, instructors 
at corporate bodies, including colleges and universities] is more 
or less corrupted by the circumstances which render them more or 
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less independent of  their success and reputation in their particular 
professions. their salaries, too, put the private teacher, who would 
pretend to come into competition with them, in the same state with 
a merchant who attempts to trade without a bounty in competition 
with those who trade with a considerable one. if  he sells his goods 
at nearly the same price, he cannot have the same profit, and poverty 
and beggary at least, if  not bankruptcy and ruin, will infallibly be his 
lot. if  he attempts to sell them much dearer, he is likely to have so 
few customers that his circumstances will not be much mended. the 
privileges of  graduation [that is, rights and opportunities denied to 
non-graduates], besides, are in many countries necessary, or at least 
extremely convenient, to most men of  learned professions, that 
is, to the far greater part of  those who have occasion for a learned 
education. But those privileges can be obtained only by attending the 
lectures of  the public teachers. the most careful attendance upon the 
ablest instructions of  any private teacher cannot always give any title to 
demand them. it is from these different causes that the private teacher 
of  any of  the sciences which are commonly taught in universities is in 
modern times generally considered as in the very lowest order of  men 
of  letters. A man of  real abilities can scarce find out a more humiliating 
or a more unprofitable employment to turn them to. The endowment 
of  schools and colleges have, in this manner, not only corrupted the 
diligence of  public teachers, but have rendered it almost impossible to 
have any good private ones.

adam Smith (1774, 174-75):

the monopoly of  medical education which this regulation would 
establish in favour of  universities would, i apprehend, be hurtful to 
the lasting prosperity of  such bodies-corporate. Monopolists very 
seldom make good work, and a lecture which a certain number of  
students must attend, whether they profit by it or no, is certainly not 
very likely to be a good one. i have thought a great deal upon this 
subject, and have inquired very carefully into the constitution and 
history of  several of  the principal universities of  europe: i have 
satisfied myself  that the present state of  degradation and contempt 
into which the greater part of  those societies have fallen in almost 
every part of  Europe, arises principally, first, from the large salaries 
which in some universities are given to professors, and which render 
them altogether independent of  their diligence and success in their 
professions; and secondly, from the great number of  students who, in 
order to get degrees or to be admitted to exercise certain professions, 
or who, for the sake of  bursaries, exhibitions, scholarships, fellowships, 
etc., are obliged to resort to certain societies of  this kind, whether the 
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instructions which they are likely to receive there are or are not worth 
the receiving.

Cynicism and Acquiescence

arjo Klamer (1990, 184):

‘of  course this assumption is absurd,’ a well-known economist noted 
during a recent seminar, ‘but, hey, isn’t all we do absurd and utterly 
unrealistic?’ People laughed, and he continued solving the model.

Martin anderson (1992, 118-19):

the research ethos that now dominates the academic world has been 
tragic for many professions. they delude themselves when they claim 
their research is important, a significant contribution to knowledge—
when most of  it is irrelevant and unimportant. the tragedy is that 
most of  them probably know what they write is not important. and 
when they act as if  it were, when they allow others to assume it is, 
when they accept promotions and salary increases because of  it, they 
are engaging in a subtle form of  intellectual corruption. they begin by 
lying to others, and end up lying to themselves.

Martin anderson (1992, 112-13):

Within many so-called fields of  study there is widespread log-rolling. 
Many of  the fields are small enough so that most of  the members know 
each other. i remember one incident that occurred when a committee i 
served on was reviewing a fellow for promotion at the hoover institution. 
Someone asserted that he was ‘one of  the top ten men in his field in 
the United States.’ Not being familiar with the ‘field,’ I innocently asked 
how many were in the field. ‘Oh, about six’ was the reply.

S.M. Macvane (1895, 132):

now, it seems to me that the teachers of  economics have a duty 
towards the general public in these matters. in all the Babel of  fallacies 
to which this country has had to listen in the past six years, how many 
teachers of  economics have done anything serious towards guiding the 
public thought aright? here and there, at intervals, a solitary voice has 
been raised; but, on the whole, the professed teachers of  economic 
truth have been silent. the mass of  the citizens have been called on 
to pronounce a judgment on difficult economic questions, without 
effective assistance from the class most competent to give expert help 
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in arriving at the truth. on general principles, and in relation to any 
other than economic questions, i think all unprejudiced persons would 
agree that the case ought to be different.

Officialdom Validates Base Thinking

Simon newcomb (1893, 381):

a few years ago, during the congressional debate upon the proposed 
tax on artificial butter, it was claimed on one side that, if  the free 
manufacture of  this article were permitted, there was every prospect 
that within a few years butter would cost only ten cents a pound. one 
accepting the views of  the economists would naturally suppose that this 
claim was made by an opponent of  the bill, who desired to portray the 
good effects of  free competition in the manufacture. really, however, 
it was put forth as an argument against permitting the manufacture. 
the most curious feature of  the debate, and the one which had led 
me to cite it in this connection, is that there seems to have been no 
one present bold enough to join issue on the conclusion, and to claim 
that, if  there was a prospect that the community at large would soon 
be able to obtain butter at ten cents a pound, it would be a good thing 
for us all.

Friedrich a. hayek (1983):

you can either be an economist or a policy advisor… By moving 
around the world i have avoided that corruption which government 
service regularly involves. and more sadly, i have seen in some of  my 
closest friends and sympathizers—i won’t mention any names—who 
completely agreed with me, how a few years in government corrupted 
them intellectually and made them unable to think straight… all my 
friends who have gone into it and stayed for any length of  time have, 
in my sense, been corrupted.

Peter t. Bauer (1984, 153):

the practice of  governments of  appointing economists as advisers may 
have helped to propagate the notion of  the influence of  economists, 
notably as governments appear often to follow their advice. in fact, par-
ticular advisers are often chosen because governments rightly believe 
that their advice would accord with what they wish to do in any case.
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Peter t. Bauer (1984, 153):

Over the last half  century or so, outside influences have much affected 
the activities, themes, methods and findings of  economists. Even an 
incomplete list of  these must include the extensive politicization of  
social and economic life; the spread of  egalitarian ideology and of  the 
belief  in environmental determinism; the much-increased importance 
of  media, and therefore of  the influence of  those working in it…

Marc J. roberts (1976, 59-60):

[P]rofessional interest is more likely to follow social policy than to lead 
to it. Work on Keynesian models of  the economy grew greatly only 
after congress, in the Full employment act of  1948, assumed respon-
sibility for the level of  employment. Studies of  urban housing markets, 
poverty and early childhood education all became much more extensi-
ve in scope after major federal programs were instituted in these areas. 
In part this pattern reflects the availability of  outside funding, but not 
entirely. a failure of  intellectual imagination is also at work. Because 
social science is a campfollower to public controversy, social and eco-
nomic policy is often made at a time when only the slimmest scientific 
results area available. 

ludwig von Mises (1966, 67):

it is impossible to understand the history of  economic thought if  one 
does not pay attention to the fact that economics as such is a challenge 
to the conceit of  those in power. an economist can never be a favorite 
of  autocrats and demagogues.

Government Force and Funding

Morning Chronicle (aug. 1851), quoted by herbert Spencer (1853, 268):

From all parts of  France, men of  great energy and resource struggle up, 
and fling themselves on the world of  Paris. There they try to become 
great functionaries. through every department of  the eighty-four, men 
of  less energy and resource struggle up to the chef-lieu—the provincial 
capital. there they try to become little functionaries. Go still lower—
deal with a still smaller scale—and the result will be the same. as is the 
department to France, so is the arrondissement to the department, and 
the commune to the arrondissement. all who have, or think they have, 
heads on their shoulders, struggle into towns to fight for office.
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Michael a. Bernstein (2001, 40):

a bit over a month after the armistice [in 1918], the american econo-
mic association and the american Statistical association held a joint 
meeting on the benefits that social scientific knowledge and practi-
ce could offer to the public sector. the conference was, in particular, 
focused upon ‘credentialed economic inquiry that a number of  promi-
nent government and business figures believed could greatly enhance 
a society’s capacity for planning and purposeful management.’ in arou-
sing this conviction among the social scientists, the wartime experience 
had played an important part. in fact, the pressures and challenges of  
national mobilization had created an unprecedented demand for the 
skills of  economists.

Stuart S. Blume (1974, 19):

in the united States, the united Kingdom, and elsewhere, World War 
ii led to an enormous demand-induced expansion in the scale of  scien-
tific activity, financed largely by national governments. Governments 
acquired a new financial responsibility for science and, for the first 
time, scientists found themselves well supported by (but dependent 
on) politicians and bureaucrats. In the United States, for the first time, 
both sides had become conscious of  their need for the other; in Bri-
tain a similar view, emerging under the pressures of  an earlier war (that 
of  1914-1918), received new stimulus.

John K. Galbraith (1981, 35-36):

By the spring of  1934, after a year of  F.D.r., the views of  the young 
professors and especially of  the graduate students at Berkeley had 
changed. against all learned prediction, much was being attempted in 
Washington; roosevelt now seemed a wonderfully compelling leader. 
Word had also reached university that a nearly unlimited number of  
jobs were open for economists at unbelievably high pay in the federal 
government. all the new agencies needed this talent. Students who 
had been resisting for years the completion of  theses and the resulting 
unemployment now finished them up in weeks. So a new gold rush 
began, back across the american river … the rockies and the Plains 
to the Potomac. When i got to Washington in the early summer of  
1934, many of  my friends were already at work. …

I went to Howard Tolley’s office in the Agricultural Adjust-
ment administration [he was my former teacher from Berkeley], and 
he immediately suggested that i go on the payroll for the summer. i 



Klein

econ Journal Watch                 298

as promptly agreed.…After filling in forms, I was, however, required 
to go to a small room on the upper floor and meet the resident repre-
sentative of  James a. Farley, the Postmaster General and custodian of  
Democratic patronage. There I affirmed that I was a Democrat; one 
could be a Democrat without being a citizen or a voter. My salary was 
at a rate of  $3200 a year. in the next month i paid off  all my college 
debts, and not since have i been short of  money.

Friedrich a. hayek (1960, 291):

The organizations we have created in these fields [labor, agriculture, 
housing, education, etc.] have grown so complex that it takes more 
or less the whole of  a person’s time to master them. the institutional 
expert… is [frequently] the only one who understands [the institution’s] 
organization fully and who therefore is indispensable… [a]lmost 
invariably, this new kind of  expert has one distinguishing characteristic: 
he is unhesitatingly in favor of  the institutions on which he is expert. 
this is so not merely because only one who approves of  the aims of  
the institution will have the interest and the patience to master the 
details, but even more because such an effort would hardly be worth 
the while of  anybody else: the views of  anybody who is not prepared 
to accept the principles of  the existing institutions are not likely to be 
taken seriously and will carry no weight in the discussions determining 
current policy… [a]s a result of  this development, in more and 
more fields of  policy nearly all the recognized ‘experts’ are, almost 
by definition, persons who are in favor of  the principles underlying 
the policy…the politician who, in recommending some further 
development of  current policies, claims that ‘all the experts favor it,’ is 
often perfectly honest, because only those who favor the development 
have become experts in this institutional sense, and the uncommitted 
economists or lawyers who oppose are not counted as experts. once 
the apparatus is established, its future development will be shaped by 
what those who have chosen to serve it regard as its needs.

lawrence h. White (2005, 329):

to put the number of  Fed staff  economists in context, the top 50 
Ph.D.-granting uS economics departments together employ about 390 
economists in macroeconomics, monetary economics, and banking. 
that is, the Fed employs full-time about 27 percent more macro/
money/banking economists than the top 50 uS academic economics 
departments put together. (note also that most of  the economists 
in those departments have been visiting scholars at Federal reserve 
banks.)
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e.c. Pasour, Jr. (2004, 127):

[G]overnment farm programs over the years have provided a fertile 
field of  job opportunities for agricultural economists. Second, and 
closely related, the funding arrangement for agricultural economists 
in the uSDa land-grant university complex gives policy analysts an 
incentive not to question the appropriateness of  the government 
programs they are analyzing. the implication is most obvious in the 
case of  policy research within the Department of  agriculture. the 
review and publication process discourages research that is inconsistent 
with the policies of  the current administration. 

Although federal government funding is a less significant source 
of  financial support for policy research in land-grant universities than 
it is within the uSDa, political pressure from state and local farm 
commodity groups militates heavily against criticism of  government 
farm programs there, too. these groups expect research and extension 
personnel to support government programs for their products. they 
often exert pressure on college officials and agricultural policy analysts 
who propose policy liberalization.

D. Klein with t. Dicola (2004, 327-28):

our investigation establishes that the authors and editors of  Journal 
of  Development Economics have extensive ties to official policy, loan, and 
grant making institutions dealing with the developing countries. how 
such ties affect the character and intellectual content of  the field of  
development economics is another question. 

Gordon tullock (1989, 244):

The second activity, firefighting, is the basic reason that most really 
influential government economists haven’t read anything for the last 
twenty years. They find themselves in a government job and are asked 
to deal with some problem right now. they do so in terms of  what they 
can remember. if  they are successful, they are asked to do something 
else right now, and the process continues with the result that the higher 
ranks of  government economic advisors aren’t able to read.

carsten a. holz (2007, 36): 

academics who study china, which includes the author, habitually 
please the chinese communist Party, sometimes consciously, and 
often unconsciously. our incentives are to conform, and we do so in 
numerous ways: through the research questions we ask or don’t ask, 
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through the facts we report or ignore, through our use of  language, 
and through what and how we teach.

Foreign academics must cooperate with academics in china to 
collect data and co-author research. Surveys are conducted in a manner 
that is acceptable to the Party, and their content is limited to politically 
acceptable questions. For academics in china, such choices come 
naturally. the Western side plays along. 

china researchers are equally constrained in their solo research. 
Some Western china scholars have relatives in china. others own 
apartments there. those china scholars whose mother tongue is 
not chinese have studied the language for years and have built their 
careers on this large and nontransferable investment. We benefit from 
our connections in china to obtain information and insights, and we 
protect these connections. everybody is happy, Western readers for 
the up-to-date view from academia, we ourselves for prospering in our 
jobs, and the Party for getting us to do its advertising. china is fairly 
unique in that the incentives for academics all go one way: one does 
not upset the Party.

What happens when we don’t play along is all too obvious. We 
can’t attract chinese collaborators. When we poke around in china to 
do research we run into trouble.

carsten a. holz (2007, 40):

if  academics don’t, who will? the World Bank and other international 
organizations won’t because they profit from dealing with China. Their 
banking relationship depends on amicable cooperation with the Party, 
and a de facto requirement of  their research collaboration is that the 
final report and the public statements are acceptable to Party censors. 
the research departments of  Western investment banks won’t because 
the banks’ other arms likely depend on business with china.

Does this all matter? Does it matter if  china researchers ignore 
the political context in which they operate and the political constraints 
that shape their work? Does it matter if  we present china to the West 
the way the Party leadership must like us to present china, providing 
narrow answers to our self-censored research questions and offering a 
sanitized picture of  china’s political system?

the size of  china’s economy will exceed that of  the u.S., in 
purchasing power terms, by 2008 or 2009. china is a country with 
which Western economies are increasingly intertwined: a quarter 
of  chinese industry is foreign-owned and we depend on chinese 
industry for cheap consumer goods. ultimately, our pensions, invested 
in multinationals that increasingly produce in china, depend on the 
continued economic rise of  china. But does the West understand 
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that country and its rulers? at what point, and through what channels, 
will the Party leadership with its different views of  human rights and 
the citizens’ rights affect our choices of  political organization and 
political freedoms in the West (as it has affected academic research and 
teaching)? and to what extent are china researchers guilty of  putting 
their own rice bowl before honest thinking and teaching?

chang-tai hsieh, edward Miguel, Daniel ortega, and Francisco rodriguez (2009, 1):

over an 18 month period starting in late 2002, more than 4.7 million 
Venezuelans signed one or more of  the three petitions calling for a 
vote to remove President Chávez from office. After two failed petition 
drives, a third petition in December 2003 was successful in forcing a 
recall election that took place in august 2004. after chavez won the 
recall vote, the list of  the signers of  the last petition was packaged 
into user-friendly software program known as Maisanta. there were 
soon widespread allegations that the Maisanta software was widely 
distributed throughout the public sector and used by the chavez 
regime as an “enemies” list. Jatar (2006), for example, presents the 
stories of  several individuals who lost their jobs after being identified 
in the Maisanta database as a chavez opponent.

this paper looks for systematic evidence that the Maisanta 
database was used by the chavez regime to identify and punish the 
voters who had attempted to remove Chavez from office, using the 
Maisanta database itself  in the analysis. the information in Maisanta 
has sufficient detail to match two thirds of  the adults in the Venezuelan 
national household survey to the voter lists. using this data, we measure 
whether voters who signed petitions to recall chavez experienced 
changes in income or employment after the Maisanta lists were widely 
distributed.

Figure 1 presents our key evidence from this data. the top panel 
plots the employment rate of  the petition signers relative to that of  the 
non-signers and the bottom panel plots their relative wage. relative 
employment of  the chavez opposition was roughly constant from 
1997 through 2004 before falling by 1.5 percentage points in 2005 and 
2006. Similarly, the wage gap between the chavez opposition and the 
non-signers was roughly constant until 2004, and then dropped by 5 
percent in 2005-2006.

ludwig von Mises (1944, 82):

in most countries of  the european continent the universities are owned 
and operated by the government. they are subject to the control of  
the Ministry of  education as a police station is subject to the head of  
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the police department. the teachers are civil servants like patrolmen 
and customs officers. Nineteenth-century liberalism tried to limit the 
right of  the Ministry of  education to interfere with the freedom of  
university professors to teach what they considered true and correct. 
But as the government appointed the professors, it appointed only 
trustworthy and reliable men, that is, men who shared the government’s 
viewpoint and were ready to disparage economics…

ludwig von Mises (1944, 87):

european totalitarianism is an upshot of  bureaucracy’s preëminence 
in the field of  education. The universities paved the way for the 
dictators.

Pyramids Validating One Another

Marion Fourcade (2009, 249):

Finally, the manner in which each state [united States/Britain/France] 
has drawn upon economic expertise has made an important symbolic 
statement about the character of  the discipline in each country, 
helping define the way economics is seen in society at large and thus 
powerfully shaping the way economists see themselves… [t]he state 
is not simply a material institution oriented to the monopolization of  
certain resources; it is also, importantly, a symbolic institution with 
a power of  certification, consecration, legitimate classification, and 
categorization. … in this perspective, the formalization of  the role of  
economists within the structure of  u.S. government, though much less 
direct than the making of  special classes of  economic experts within 
French administration (the énarques, the inSee administrators), has 
probably no less symbolic importance. the existence of  professionally 
exclusive agencies, such as the council of  economic advisors and the 
national economic council, and the manner in which they function 
send powerful messages about what it means to be an economist, 
and who is granted authority to claim expertise on economic issues. 
the involvement of  economists in the constant back-and-forth 
between state and nonstate actors on matters of  public policy also 
define their identity. Whether they serve as CEA appointees on loan 
from a university, prepare econometric analyses for special interest 
lobbying bodies, or testify as experts before congressional hearings, 
American economists officially enter the realm of  the state as people 
who possess a specific form of  expertise generally validated through 
research training in universities.
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richard Whitley (1984, 297):

these [science] policies have often involved the advice and preferences 
of  relatively small group of  élite scientists, especially physicists, who 
move easily between the universities, state agencies, and advisory 
groups. claiming competence over a wide range of  activities, they form 
a distinct ‘establishment’ which mediates the demands of  state agencies 
and politicians on science on the one hand, and the claims for resources 
and autonomy from scientists on the other. operating across the 
sciences, they claim to speak on behalf  of  their research colleagues and 
to interpret general state objectives and policies for resources allocation 
criteria between and with scientific fields. By seeking to integrate 
scientific research with state policies, or at least ensuring that they are 
commensurable, this establishment both legitimates and sells science 
and tries to manage intellectual priorities. the more it monopolizes 
the mediation function and becomes involved in coordination of  the 
policies and practices of  funding agencies, the more it dominates inter-
field relations and the more interdependent scientific fields become.

richard Whitley (1984, 297-98):

Within general and sometimes rather diffuse objectives, then, 
scientists pursue reputations and decide on the significance of  results 
by assessing their contributions to reputational goals. implicitly or 
explicitly it is usually assumed that these goals are consonant with, and 
contributing to, the general mission of  the employment organization 
and funding agencies. the long-term goals of  curing cancer or 
building a commercially viable fusion reactor are, in effect, elaborated 
and applied by biologists, biochemists, and plasma physicists who seek 
reputations from fellow specialists in terms of  their intellectual goals 
and priorities. By delegating much control over goals and processes 
to scientists pursuing reputations, funding agencies and government 
departments have substantially expanded the public science system 
and also gained a considerable degree of  influence over it. State 
science policies increasingly affect the framework in which present 
reputational organizations operate and new ones develop and become 
established.

richard Whitley (1984, 140):

[S]o too scientists attempt to monopolize the assessment of  knowledge 
claims and their reliability. Success in reducing uncertainty is decided 
by professional colleagues in many of  the public sciences, rather than 
by employers or ‘clients’, and so collegiate control over how work is 
carried out, and for what purposes, is maintained. Scientists have, then, 
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sought to monopolize control over both the definition, production, 
and certification of  research skills, and the evaluation of  task outcomes 
in terms of  their validity and significance.

richard Whitley (1984, 298-99):

The development of  a policy for scientific research itself  tends to 
promote a particular concept of  science and how it is to produce 
knowledge. Conscious reflection and construction of  any state policy 
implies some view as to the nature of  the object being planned. thus 
in the case of  science the simple consideration of  a research policy 
reifies a particular conception of  knowledge and appropriate methods 
and people for producing it.

Peter Bauer (1984, 156):

the transgressions in development economics are not random: their 
thrust reflects systematic hostility to the operation and outcome of  
market forces, and accords with the views of  influential groups within 
the modern political nation. The influence of  these groups, including 
prominent academics, has been indispensable for the continued wi-
despread acceptance of  the simplest errors of  fact and logic. these 
groups tolerate and shield crude lapses if  that will help to discredit or 
to criticize the operation of  the market forces. …

The influential groups protect not only the invalid notions but also 
those responsible for them. even when their statements have been 
conclusively refuted by evidence or exposed by criticism, the authors 
will continue to be acclaimed as experts so long as their stance accords 
with the prevailing ideology or vested interests.

Karl Kraus (1990, 81):

how is the world ruled and led to war? Diplomats lie to journalists and 
believe these lies when they see them in print.

The Pretense of  Knowing Well Enough to Manipulate 
Beneficially

adam Smith (1776, 456):

What is the species of  domestic industry which his capital can employ, 
and of  which the produce is likely to be of  the greatest value, every 
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individual, it is evident, can, in his local situation, judge much better than 
any statesman or lawgiver can do for him. the statesman who should 
attempt to direct private people in what manner they ought to employ 
their capitals would not only load himself  with a most unnecessary 
attention, but assume an authority which could safely be trusted, not 
only to no single person, but to no council or senate whatever, and 
which would nowhere be so dangerous as in the hands of  a man who 
had folly and presumption enough to fancy himself  fit to exercise it.

Friedrich a. hayek (1988, 86):

the hypothetical assumption, customarily employed in theoretical 
descriptions of  the market process (descriptions made by people who 
usually have no intention of  supporting socialism), to the effect that all 
such facts (or ‘parameters’) can be assumed to be known to the explaining 
theorist, obscures all this, and consequently produces the curious 
deceptions that help to sustain various forms of  socialist thinking.

Friedrich a. hayek (1988, 76):

the curious task of  economics is to demonstrate to men how little 
they really know about what they imagine they can design.

h.l. Mencken (1919: 63):

the effect of  science is to make mankind vain. Penetrating so many 
secrets, we cease to believe in the unknowable. But there it sits 
nevertheless, philosophically licking its chops. 

ambrose Bierce (1993: 28):

Education, n. that which discloses to the wise and disguises from the 
foolish their lack of  understanding.

Temptation of  a Governing-Set Selfhood

adam Smith (1790, 233-34):

the man of  system, on the contrary, is apt to be very wise in his own 
conceit; and is often so enamoured with the supposed beauty of  his 
own ideal plan of  government, that he cannot suffer the smallest 
deviation from any part of  it. he goes on to establish it completely 
and in all its parts, without any regard either to the great interests, or to 
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the strong prejudices which may oppose it. he seems to imagine that 
he can arrange the different members of  a great society with as much 
ease as the hand arranges the different pieces upon a chess-board. he 
does not consider that the pieces upon the chess-board have no other 
principle of  motion besides that which the hand impresses upon them; 
but that, in the great chess-board of  human society, every single piece 
has a principle of  motion of  its own, altogether different from that 
which the legislature might chuse to impress upon it.

William Graham Sumner (1883, 97-98):

For a to sit down and think, What shall i do? is commonplace; but to 
think what B ought to do is interesting, romantic, moral, self-flattering, 
and public-spirited all at once. It satisfies a great number of  human 
weaknesses at once. to go on and plan what a whole class of  people 
ought to do is to feel one’s self  a power on earth, to win a public 
position, to clothe one’s self  in dignity. hence we have an unlimited 
supply of  reformers, philanthropists, humanitarians, and would-be 
managers-in-general of  society.

William Gladstone (1878):

i trace in the education of  oxford of  my own time one great defect. 
Perhaps it was my own fault; but i must admit that i did not learn, 
when at oxford, that which i have learned since, viz., to set a due 
value on the imperishable and inestimable principles of  human liberty. 
the temper which, i think, too much prevailed in academic circles was, 
that liberty was regarded with jealousy, and fear could not be wholly 
dispensed with. 

Taboo

Frank h. Knight (1951, 5):

i am reminded of  a deep philosophical observation made by a high 
politico in a speech some years ago… ‘the time has come to take 
the bull by the tail and look the situation square in the face.’ it has 
occurred to me that one of  the interesting ‘facts of  life’ is that the 
expression itself  refers to things so ugly or unpleasant that they are to 
be kept out of  sight or explicit mention.

Frank h. Knight (1951, 2-4):

the serious fact is that the bulk of  the really important things that eco-
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nomics has to teach are things that people would see for themselves if  
they were willing to see. and it is hard to believe in the utility of  trying 
to teach what men refuse to learn or even seriously listen to.

thomas Szasz (1992, 96):

Why do we now lack a right we possessed in the past?… Why… does 
the federal government control our access to some of  mankind’s most 
ancient and medically most valuable agricultural products and the 
drugs derived from them? 

these are some of  the basic questions not discussed in debates 
on drugs. Why not?  Because admission into the closed circle of  
officially recognized drug-law experts is contingent on shunning such 
rude behavior. instead, the would-be debater of  the drug problem is 
expected to accept, as a premise, that it is the duty of  the federal government 
to limit the free trade in drugs. all that can be debated is which drugs 
should be controlled and how they should be controlled. 

lawrence h. White: (2005, 334):

i have not found a single Fed-published article that calls for eliminating, 
privatizing, or even restructuring the Fed. research on ‘free banking’ 
has been limited to evaluations of  the antebellum state banking 
regulatory systems that went by the name. With one exception, the 
notion of  laissez-faire banking has not been discussed.

A Cycle of  Irrelevance and Bad Judgment

Shaftesbury (1714, 189):

But for the philosopher who pretends to be wholly taken up in 
considering his higher faculties, and examining the powers and 
principles of  his understanding, if  in reality his philosophy be foreign 
to the matter professed, if  it goes beside the mark and reaches nothing 
we can truly call our interest or concern, it must be worse than mere 
ignorance or idiotism. the most ingenious way of  becoming foolish 
is by a system.

Friedrich nietzsche (1965, 29):

now and then a person is equipped by nature with perspicacity…
how easy it is for him to indiscreetly give reign to his talent, with the 
result that he is destroyed as a human being and leads no more than a 
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shadowy existence in ‘pure science’ … 

Michael Polanyi (1966, 19):

But the damage done by the specification of  particulars may be 
irremediable. Meticulous detailing may obscure beyond recall a subject 
like history, literature, or philosophy. Speaking more generally, the 
belief  that, since particulars are more tangible, their knowledge offers 
a true conception of  things is fundamentally mistaken.

William h. hutt (1936, 208):

[S]ome economists seem to have given undue stress to curiosa in a 
manner that has tended to distort their judgment and weaken the 
authority of  economists generally.

Peter Bauer (1984, 160-61):

how can one fairly assess a student’s performance if  what he says or 
writes is plainly untenable, even bizarre, and if  at the same time he can 
cite in support a leading economist or two?

S.M. Macvane (1895, 137-38):

at all events, i think experience shows that the present college training 
in economics, so far from fitting men for giving popular instruction, 
really seems to go far towards unfitting them for it. The doctrine, as 
they have it, lies in a form quite unsuited to the case; and it hampers 
them at every turn when they try to see things and to state principles 
in a different way. What we need is a training that shall enable our 
students to apprehend economic truths in the precise forms best 
adapted for popular exposition.
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