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1. Introduction  

In 2017 Daron Acemoglu, one of the best-known contemporary political economists, called for 

a definitive dismissal of the concept of capitalism in historical economics. Two years earlier, 

he and his long-standing co-author, political scientist James A. Robinson (2015), similarly 

argued for giving up this category, and the study of its historically specific embodiments, in 

favour of an ‘institutional approach’ to economic analysis. They had already made extensive 

contributions in this vein and, in fact, these later contributions merely develop the implicit 

conclusions that emerge from their ‘positive’ work (e.g. Acemoglu & Robinson, 2012). The 

roots of Acemoglu and Robinson’s approach will be critically discussed as the study engages 

with the evolution of historical economics as a field. Suffice to say, at this point, that a central 

academic reason behind the urge to get rid of the concept of capitalism will be traced back to 

its earlier naturalisation. Reliance on universal, reified, and transhistorical concepts and 

reasoning as general historical explanantia projects conditions, phenomena, and rationalities 

specific to capitalism onto non-capitalist historical contexts. Additionally, if capitalism is 

understood merely as the private ownership of capital (Acemoglu 2017, 2), and capital is only 

seen as a technical category, a homogenous commodity simply interchangeable with labour in 

the production process in line with neoclassical economics1 (e.g. Robinson 1953) rather than a 

historically-specific social relation, then the concept understandably does not seem to hold 

much water. 

Acemoglu and Robinson are therefore not the first to naturalise capitalism, for the field of 

economic history – turned into historical economics – progressively dispensed with the concept 

after, roughly, the late 1950s (Coats 1980, 203).2 In fact, the theoretical framework shared by 

much of its mainstream denies the historical specificity of capitalism and presents its various 

aspects as ‘natural’ constants of the human condition. This was not always the case, of course, 

as capitalism was a central concept for nearly all social and historical sciences except 

neoclassical economics after the concept’s emergence in the mid-nineteenth century (cf. 

Sombart 2001, 3; Kocka 2016, 1‒3; Streeck 2017, 201, 242‒44). In its contemporary form, by 

contrast, historical economics even denies the existence of qualitative differences in how 

humans have gone about organising production, that is, between ‘traditional’ and ‘modern’ 

                                                 
1 This was one of the central issues in the Cambridge Capital Controversies. For an accessible overview, see (Boldizzoni 

2008, 163‒67). 

2 Economic history of the cliometric or new institutional economics persuasion is called historical economics here to denote 

the change in the attitude toward neoclassical economic theory and contrast it to more ‘traditionalist’ or historicist economic 

history not based on neoclassicism. 
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societies (Boldizzoni 2017, 256‒57). This already limits the concept’s perceived usefulness, 

since capitalism has always been a “concept of difference” (Kocka 2016, 2‒3), denoting either 

the difference to what existed before its emergence, or what was hoped to come into existence 

after its demise. 

However, as an intellectual strategy, naturalisation is by no means specific to historical 

economics; it became especially prevalent in much of mainstream social sciences after the fall 

of the Berlin Wall, in the 1990s and early 2000s (Boldizzoni 2020, ch. 4). The period in question 

seemed to confirm what many of the figures analysed here espoused to know all along, and ‒ 

more importantly ‒ sought to ‘prove’ with their work, namely that capitalism was a natural 

condition of humanity (cf. Wood 2002, 1). Triumphalist notions such as the ‘End of History’ 

(Fukuyama 1992) attest to the widespread Zeitgeist of the 1990s post-Cold War world. It took 

a major crisis to bring (the study of) capitalism back on the agenda. 

Naturalisation refers to a way or a process of conceptualisation that presents a ‘social fact’ (e.g. 

Searle 1995), a product of historically specific social relations, as universal and 

ahistorical/transhistorical, that is, arising either directly from nature or, alternatively, through a 

process conceived in a ‘naturalistic’ fashion, in a manner that is (relatively) inevitable and 

automatic3. Roughly speaking, it takes place in two ways. The first is related to positivism and 

the pursuit of value-free, non-normative science. Naturalisation is here often more unintentional 

because it stems from the use of ‘neutral’ and ‘technical’ concepts. As these are derived from 

present experiences, their use as the basis of historical analysis leads to a naturalisation of the 

present (cf. Bloch 1953, 173‒74). The projection of such concepts either ‘transhistoricises’ or 

‘ahistoricises’4 historically specific conditions, depending on the temporal sweep of the 

account. The second, on the other hand, informs intentional attempts to naturalise capitalism by 

presenting it as omnipresent in time and space. Since it also employs reified concepts, the 

demarcation of these two attitudes is difficult at best and ‒ as the following account will show 

‒ often impossible in practice due to the ideological nature of the allegedly ‘technical’ and 

‘neutral’ categories of historical economics. 

                                                 
3 This is certainly a fitting characterisation of certain teleological and deterministic Marxist accounts that are based on a 

stages-conception of history. Marx and Engels’s (1989 [1848]) initial outline of history provided in the Communist 

Manifesto, most of Soviet Marxism, and Gerald A. Cohen’s (1978) Karl Marx’s Theory of History: A Defence, are good 

examples of the logic pertinent to the second category of naturalising conceptualisations, even though they ‒ bar Marx and 

Engels ‒ do use the concept for obvious reasons. 

4 The understanding of both temporalisations flows from Hodgson (2001, 50). ‘Transhistorical’ refers to “any concept or 

theory that is held to apply to a multiplicity of different historical periods, or different types of social formation” and 

‘ahistorical’ “applies to any concept or theory that is claimed to pertain to all possible socio-economic systems”. 
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These observations point to the fact that an aspect of naturalisation is a process Marxist scholars 

refer to as reification (Verdinglichung) (e.g. Lukács 1971 [1923]). Simply put, it refers to a 

mode of conceptualisation in which things or human beings are seen to contain in themselves, 

as an innate attribute of themselves, the social relations that in reality constitute them; things 

and humans appear to take on an autonomous character independent of the active, contested 

construction of them through social relations. To generalise from commodity fetishism (cf. 

Marx 1976, ch. 1), one can conceive reification in a wider sense, as a mode of conceptualisation 

of (aspects of) social reality as coming into being and existing without the active, historically 

conditioned social construction by individuals and collectives. In a sense, it denies historicism 

as the resulting interpretation is de-historicised and de-socialised. 

To account for naturalisation, a specific kind of contextualisation is necessary, one that goes 

beyond the dimension of disciplinary history and interrogates the broader socio-political milieu. 

Socio-historical contextualisation is crucial, as, for instance, Acemoglu and Robinson’s late 

crusade against capitalism as a social scientific concept takes place in a re-kindled intellectual 

and socio-political debate about capitalism as a system. In the aftermath of the Great Recession, 

the stability and merits of capitalism have been forcibly questioned (cf. Piketty 2014; for an 

overview, see Kocka 2016, 1) and the so-called ‘New Historians of Capitalism’, among others, 

have brought about a renaissance of the concept in academic circles (e.g. Beckert 2016). 

Nonetheless, simply using the concept does not denote a denaturalising stance if it is 

approached in the above-mentioned naturalising fashion. For example, The Cambridge History 

of Capitalism (2014), edited by Larry Neal and Jeffrey G. Williamson, ascribes the concept to 

practically all forms of trading and, in a truly naturalising fashion, sees capitalist practices 

existing from at least the Ancient Babylonia; there is no real beginning, only a relatively 

inevitable progression toward the present. In fact, as the second chapter will show, 

naturalisation of capitalism has been widespread in Western academe and culture. The so-called 

‘commercialisation model’ is the most influential example of this. The contributions of the 

study, then, relate to both the effacement, and the late renaissance of capitalism. 

The effacement of capitalism from the core lexicon of the involved disciplines can be seen as 

both a strategy and an indicator of naturalisation; indeed, the continued use of the term5 as an 

important social scientific concept can be justifiably questioned if the specificity of its real-

world referent is denied and its constitutive aspects are argued to be ubiquitous, even hard-

                                                 
5 Especially one with such political connotations as capitalism (see Kocka 2016a, 1‒2, 3) 
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wired into our very being. Geoffrey Hodgson’s (2001, 177) general proposition about universal 

theorisation is useful here. For him, “[a] global economic hegemon is likely to promote the 

view that its leading economic theories and policies represent general solutions for the world 

as a whole.” It might be hypothesised further that in an ideologically loaded context ‒ such as 

the Cold War ‒ such generalised theories emanating from the US, a truly global economic 

hegemon in the post-war period, likely take on a further ideological character as naturalising 

their contents and context to legitimise them6.  The effacement of capitalism because it became 

a central Kampfbegriff (combat term) (Kocka 2016, 1‒2, 3) and its replacement with ‘technical’ 

and ‘neutral’ concepts can then be seen as a part of that naturalisation. 

As a rough estimate, then, the pervasiveness of naturalisation can be detected by examining 

the effacement of the concept of capitalism and its substitution with certain abstract and reified 

‘place-holders’ (cf. Teschke & Wenten 2016). In this vein, economic historian and political 

economist Wolfgang Streeck (2009, 230‒317) has bemoaned the “fallacies of misplaced 

abstractness” of “institutional theory and comparative political economy” that, according to 

him, result from the effacement of the concept of capitalism and the historically specific study 

of its constitutive institutions. Capitalism has been substituted by “a functionalist construct 

called ‘the economy’ […and its historical research by either the] timeless and placeless general 

theory” of “institutions as such” or ‒ no less problematically ‒ the study of generalised and 

abstract “economic institutions” (Streeck 2009, 230‒31; see also Streeck 2017, chs. 9‒10). 

Historical economics is at the heart of these fallacies of abstraction. 

Therefore, the study of the economic past forms the major research object of this study, and it 

concentrates on the transformation to historical economics that occurred through two 

approaches, cliometrics and new institutional economics (NIE). Historical economics is a 

significant case of the process, both as a paradigmatic example of the broader trend, but also as 

requiring study in its own right. Naturalisation began earlier within the field, was extremer than 

in, for example, sociology ‒ due to the discipline’s proximity to post-war neoclassical 

economics ‒ and, therefore, naturalisation occupies a central place in mainstream historical 

economics even today, as the example of Acemoglu and Robinson makes evident.  In fact, it 

might even be argued that naturalisation is constitutive for historical economics as a discipline.  

                                                 
6 The other side of the coin, the naturalising proclivities of stadial or ‘warhorse Marxism’ (Comninel 2000, 13) of the Soviet 

Union, have already been mentioned. 

7 Throughout this work, all emphases are in the original unless otherwise mentioned. 
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Notes on Methodology 

The above hypothesis and notes on naturalisation are based on the assertion that it is crucial to 

analyse intellectual history in the wider socio-economic context. In fact, without it, it is nearly 

impossible to fully account for histories of disciplines. Such a contextualisation of politico-

economic thought is very closely related to a sociology of knowledge (Wood 2008, 7, on 

sociology of knowledge see, e.g. Berger & Luckmann 1991 [1966]) and in fact, the contested 

discipline-reconstruction of historical economics through accounts that naturalise capitalism is 

central for the study. The history of discipline-construction provided here has no pretensions to 

be exhaustive. Rather, the following account is written with the central question of the history 

of the concept of capitalism ‒ its naturalisation and effacement ‒ in mind; those aspects of 

economics and economic history deemed most fundamental for the naturalisation of capitalism 

are the object of analysis. The approach could be seen as a history of naturalising strategies 

approached from the perspective of a historical sociology of the (re-)construction of academic 

disciplines.  

The study’s approach is indebted to social history of political thought coined by Neal and Ellen 

Meiksins Wood (Wood & Wood 1997; N. Wood 2002; Wood 2012). It seeks to understand the 

wider socio-political context in which concepts emerge and are developed, and discipline-

construction occurs. The understanding of historical context flows from the tradition of 

historical materialism, as set out by Ellen Wood (2008, 12): relations of reproduction and 

production, between humans and with nature, are fundamental for human survival and, in that 

sense, primary; these “conditions of survival and social reproduction” ‒such as ways in which 

access to the material conditions of life and property relations are organised ‒ are central for 

understanding “social practices and cultural products”.  

Historicisation is therefore primarily pursued through the analysis of social relations and 

conflicts. This is the case concerning concepts and intellectual projects, and history more 

generally. As Samuel Knafo and Benno Teschke (2017, 1) argue, there is a legacy in historical 

materialism that “refers to a strong historicist perspective grounded in a conception of social 

relations and an emphasis on the centrality of power and social conflict to analyse history”. It 

is to that legacy of radical historicism ‒ rather than competing structuralist and logicistic ones 

‒ that this study attaches itself. 

Historicism, or historical sensitivity, and historicisation is also central part of the denaturalising 

strategy this study adopts and calls for. It denotes “an understanding of the contingent, 

disruptive, constitutive impact of local events,  particularities  and  discontinuities” (Lawson 
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2010, 207), that should be understood on their own social-relational and culturally specific 

terms but that are nonetheless part of a historical (and international/global) continuum, an open-

ended developmental process that has some internal consistency. Different economic ‘systems’, 

for example, should be understood on their own terms, rather than through an ahistorical theory 

or unwarranted assumptions (Boldizzoni 2011, 87; Martins 2014, 323). Ahistoricist theories 

evoking general laws and deductive reasoning8 should be discarded, and historicisation seen as 

the basis for theorisation (Knafo & Teschke 2017).  

Social history of political thought “starts from the premise that the great political thinkers of 

the past were passionately engaged in the issues of their time and place.” (Wood 2008, 10) 

Same is arguably true of economic thought ‒ in all its varied forms ‒ even if neoclassical and 

historical economics often pride themselves for being technical, non-normative, and 

(especially) non-ideological. As Isaac Rubin (1979 [1929], 9‒10) noted nearly a century ago, 

“[e]conomic ideas are not born in a vacuum [… and economic thought] can only be correctly 

understood against the background of socio-economic conditions”, very often tied to particular 

ideologies and interests of social groups, such as classes. The field of history ‒ similar to 

economics and social sciences in general ‒ is moreover not a “completely cumulative 

knowledge”; there is no inevitable progress from one generation of scholars to the next, as the 

present, in terms of its trends, fashions, tendencies, and problems ‒ together with ideologies 

and group interests ‒ conditions the construction and reconstruction of the past to a considerable 

degree (Boldizzoni 2011, 7‒8; cf. Bloch 1953, 35, 59). Furthermore, as Boldizzoni (2011, 8) 

reminds us, the quality and nature of source materials that post-war historians were working on 

do not differ from the ones that the ahistoricists are using. Historical economists’ novelty 

springs thus from theoretico-methodological and conceptual aspects understood primarily as 

analytical or technical. 

The Marxist historian E. P. Thompson’s (1968, 224‒25) warning against the unproblematic and 

non-reflexive use of abstract and ‘technical’ seems therefore pertinent. He reminded his readers 

that behind such categories  

there is a structure of social relations, fostering some sorts of expropriation ([in the case of 

capitalism] rent, interest, and profit) and outlawing others (theft, feudal dues), legitimising 

some types of conflict (competition, armed warfare) and inhibiting others (trade unionism, 

bread riots, popular political organisation)[.] 

                                                 
8 Deduction is a form of ‘top-down’ reasoning from general premises and rules to reach a logically sound conclusion. 

Concrete examples of deduction can be found all over this study. 



 

 

7 

 

The great strength of historical materialism for identifying naturalising accounts is to provide 

us with a framework to analyse and historicise these (usually) implicit assumptions. 

Understanding what lies behind concepts is the first step in understanding naturalisation, as 

their non-reflexive projection onto history conceals the spatio-temporal specificities of the 

studied contexts. 

The claim that economic thought is context-dependent and political or ideological is certainly 

not meant as an insult, for ideology should arguably be understood to refer “to the historically-

relative character of ideas” (Dobb 1973, 1), as the above example by Thompson showcases. 

Social scientific work is preceded by coming up with tentative questions that are based on 

certain preliminary conceptions about the phenomena in question, brought up by social and 

political processes, conflicts, crises, and problems (Dobb 1973, 5, 16). Even so-called 

‘perennial’ questions are conditioned by or reflected through the thinker’s time and place, most 

notably in terms of language, culture, and other factors setting the perceived limits of the 

possible (E. Wood & N. Wood 1997, 1‒4; cf. Bloch 1953, 33). Socio-historical 

contextualisation of thought should thus be considered as fundamental for intellectual history. 

For example, the historical development of political economy is illegible without the 

simultaneous research of its object of study, the capitalist economy (Rubin 1979, 14). Even if 

(re-)production is a primary act throughout history, its specific form and the questions it 

encourages cannot be understood in the absence of its changing organising social relations and 

most prevalent social conflicts ‒ this also why ‘general abstractions’ such as production-in-

general or ‘market’ do not suffice for historicisation (cf. Marx 1993, 85, 88). 

Nonetheless, it is by no means argued that theories and even thought in general can be ‘read 

off’ someone’s social position (E. Wood & N. Wood 1997, 3). On the contrary, thinkers often 

respond to their historical context in novel and original ways, and in this sense it is necessary 

to acknowledge, pace Koselleck (2004 [1979], 86), that conceptual changes do not merely 

reflect the context, but also alter it. Still, the politics of concept-construction cannot be 

abstracted from the act of construction, as theory and practice are inseparable; texts are written 

“to contend with real, concrete political and social problems.” (N. Wood 2002, 109; in case of 

history, Bloch 1953, 136‒37)  

The Contribution of the Study (to GPE) 
Economic history has been one of the constituent parts of political economy as opposed to 

economics, due to its criticisms of the methodology and theoretical framework of the latter. In 

many ways, they share the same ancestry and have enriched each other over time. For example, 
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the inductive and socially oriented approaches of early classical political economists such as 

Adam Smith and John Millar were again picked up and utilised by the late nineteenth and early 

twentieth century economic historians, after they had been increasingly discarded by nineteenth 

century political economists and marginalists (Hudson 2016, 19‒20). Economic historians were 

in fact on the same side with political economists in the debates against the universalism of 

marginalists during that period, and they also used their work to criticise the laissez-faire 

teachings and regime of economic development favoured by marginalism-cum-neoclassicism 

(Hudson 2016, 20‒21, 22; Milonakis & Fine 2009, chs. 6‒8). The transformation of the field is 

then extremely important in terms of economic policies, as the concluding remarks show. 

Neoclassical economics gains greatly from the ahistoricist turn to historical economics. The 

resulting discipline can be claimed to have legitimised both the method and the theory of 

neoclassical economics, as they can be seemingly used to study the past as (un-)successfully as 

the present9. This effort to widen the applicability of neoclassicism has even actually been one 

of the explicit aims of historical economics. Using historical economics as an example, 

neoclassical economists can claim an aura of historicalness and realisticness that they are often 

criticised for lacking by heterodox economists due, for example, to their approach’s axiomatic 

nature. This study aims to show how ungrounded such claims are.  

Apart from the historiography of economic history and its relationship to neoclassical 

economics, this study contributes to the ongoing debate about socio-economic inequality, 

especially in meta-theoretical and historical terms. In parallel with the general re-emergence of 

capitalism in the social sciences, it seems also to have become central for the discourse on, and 

debates about, inequality in mainstream economics, especially after Thomas Piketty’s (2014) 

Capital in the Twenty-First Century (see, e.g., Financial Times 2019a, 2019b; Foreign Affairs 

2020). In fact, the success of Piketty’s book cannot be disconnected from the growing 

discontent with capitalism in the post-2008 world (e.g. Varoufakis 2014, 18). 

The debates on inequality looked very different before Piketty. Richard Parker (2014, 68), for 

example, has argued that from the 1980s up to the Great Recession, they revolved around re-

education and the benign effects of competition (growth + trickle-down economics). For 

example, two handbooks on inequality, one edited by Tony B. Atkinson and François 

Bourguignon (2000, 2015), the other by Giovanni A. Cornia (2004), do not really consider 

                                                 
9 Morgan (ed. 2016) is a concise over criticism of neoclassical economics. 
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capitalism, for example in terms of its social relations of ownership and control of capital, as 

an important historical determinant in the inequality complex. 

The 2008 Crash and Piketty have succeeded in bringing the concept back to neoclassical and 

public discourses on inequality, thereby de-naturalising inequality and illustrating its 

connections to capitalism (Wade 2014, 2). Piketty’s (2014, in passim)  main argument is an 

ambitious one: it connects rising inequalities directly to certain ‘laws’ of capitalism, especially 

to a long-run tendency for the rate of return on capital10 to exceed the growth rate of the GDP. 

However, the way Piketty uses the concept and conceptualises economic history is symptomatic 

of the kind of intellectual transformations this study considers, and therefore further illustrates 

that the specific object of study, the field of economic history, is crucial for reflecting on the 

debates on the global political economy of inequality and capitalism. The study of the past 

arguably has an epistemic advantage when it comes to the use and meaning of capitalism, since 

its use is conditioned by how we understand its origins and history. This is also true regarding 

what we think can be done about it (e.g. inequality): if capitalism is indeed natural, then attempts 

to overcome it can perhaps only lead to travesty ‒ as certain economic historians would argue. 

The concluding section illustrates the problematic aspects of Piketty’s account of economic 

history and capitalism and relates them to historical economics.  

This study also contributes to IPE/GPE in a few additional ways. First, it provides arguments 

for strongly conditioning the call by Michael J. Oliver for a deeper intellectual intercourse 

between the field of economic history and IPE/GPE (Oliver 2010, 280‒89). In a sense ‒ as 

Oliver argues ‒ GPE can only benefit from a deeper engagement with properly historicist 

economic history especially if it wants to focus on world history before the twentieth century, 

but even the understanding of its most studied subject area, the post-war international system, 

can be improved by examining the origins of capitalism and modern state-system. However, 

works on economic history should be evaluated in terms of their historicity because of the 

altered contours of economic-history-cum-historical-economics. As Oliver (2010, esp. 282‒83, 

288‒89) seems to be unware of this shift, the history of the rise historical economics clarifies 

the issues at stake, especially from the perspective of naturalisation. 

Secondly, by surveying the field of economic history, it is possible to highlight the effects of 

engaging with neoclassical economics in terms of emulating its methods and theory. This is 

                                                 
10 As many have argued, Piketty’s ‘capital’ actually denotes wealth, and his economic theory is blind to the Cambridge 

Critique of the neoclassical concept of capital (see, e.g. Varoufakis 2014). 
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pertinent because of Barry Eichengreen’s (1999, 354, 372, quoted in Cohen 2008, 42‒43) call 

for IPE to emulate the supposedly superior methodology and theoretical contents of neoclassical 

economics has been answered especially in the globally dominant American IPE tradition; the 

methodology of economics has become more and more central over the last few decades (ibid., 

42‒43). Since a similar shift occurred already over half a century ago in the field of economic 

history, the account of the naturalising impulses of the purportedly universal social science 

provides a secondary warning for IPE/GPE if it wishes to properly historicise its subject matter. 

Thirdly, based on the brief notes on methodology, it is in a two-fold sense that an intellectual 

history of the naturalisation of capitalism sheds light on the global political economy of the 

twentieth and twenty-first centuries. First, since socio-political contexts and interests engender 

conceptual changes, the study of why conceptual and intellectual changes occur may highlight 

changes in those enabling conditions and in the ways in which academics responded to them11; 

second, and more importantly, it helps to underscore the effects of conceptual transformations 

on policy changes (cf. Teschke & Wenten 2016, 159). 

This work has been deeply influenced by Francesco Boldizzoni’s critical review of cliometrics 

(2011). He concurs that NIE and rational choice theory (RCT) are at the root of the naturalising 

accounts in economic history, what Boldizzoni (2011, 55) calls the “exalting” of individualist 

and materialist values and “projecting them unduly onto the past”. His critical comments, 

therefore, form a basis from which the extended concept of naturalisation of capitalism is 

studied. However, this study goes deeper to show the ideological and political origins of the 

paradigms all the while contextualising the developments in historiography in their socio-

political context, thereby breaking new intellectual ground especially in the analysis of the 

relationship between neoliberalism and ahistoricist economic history. To be clear, without 

archival research it is impossible to argue whether or not the major protagonists were 

consciously involved in the ascendance of neoliberalism, an intellectual-political project 

organised around the Mont Pèlerin Society (MPS) founded in 1947 (Mirowski & Plehwe eds. 

2009). Nevertheless, as this study has proceeded, it has become increasingly clear how close 

these naturalising accounts are to neoliberal thought, and how central naturalisation is to 

neoliberalism. Contrary to the study’s original assumptions, one of the findings of this research 

has been the realisation that they, in fact, are part of ‘really-existing’ neoliberalism. 

                                                 
11 But note the sobering warnings from Marc Bloch (1953, 34 and 159‒62). In short, “to the great despair of historians, men 

fail to change their vocabulary every time they change their customs.” (p. 34) 
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Structure of the Study 
Chapter two provides both an introduction to the commercialisation thesis, and historical 

account of the transition to capitalism. The shortness of the account on the transition and 

capitalism relates to the fact that the main object of study is the transformation of economic 

history. Still, it is impossible to talk about naturalisation without providing an account of 

capitalism’s origins. Moreover, features that this study regards as historically distinctive of 

capitalism and their relationship to it will be expanded on as the study proceeds, for, as already 

mentioned, their projection onto non-capitalist history is the differentia specifica of 

naturalisation. The next two chapters consider, respectively, economics and the construction of 

the building blocks of ahistoricist economic history, and the transformation of economic history 

to historical economics. Naturalisation is here tied to the emergence of neoliberal thought. The 

conclusion then displays the effects on economic policies and the governance of the global 

economy. 

2. Capitalism and the Commercialisation model 

Ellen Wood (2002, 4) argues that the origin of capitalism and the process through which it 

developed has usually been seen as an unproblematic one. Capitalism is here seen as the 

outcome of an uninhibited process, a natural developmental trajectory arising out of trade. Such 

an approach has been part and parcel of the liberal worldview; it is shared by classical political 

economy (CPE) and historical economics and certain (in fact, historically perhaps even most) 

forms of Marxism (ibid., 5). To tease out the problems of such an account, this section 

introduces the unilineal commercialisation thesis, the most fundamental expression of the 

unproblematising accounts. This is then followed by an alternative approach, originally 

provided by Robert Brenner in a series of articles in the late 1970s and early 1980s. These 

considerations are then, later on, used to analyse the naturalisation of capitalism in post-war 

historical economics. 

Brenner’s (1985a, 11) argument, in its core, was that the structure of class relations mediates 

both demographic and commercial pressures, and especially that different constellations of 

class forces and their institutionalisations give rise to diverging developmental trends. These 

would have to be studied on their own, rather than through a deductive framework such as the 

commercialisation model (cf. Knafo & Teschke 2017, 5). In the context of the so-called Brenner 

Debate (Aston & Philpin 1985), Brenner’s argument was tied to the effects of the Bubonic 

plague in the fourteenth and fifteenth centuries: in France and parts of Western Germany, there 

emerged peasant freedom and secure peasant property; in Europe east of Elbe there arose the 
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so-called second serfdom; and in England, the end of serfdom was accompanied by insecure 

peasant property, as the ruling landlord classes were able to “shortcircuit [sic] the emergence 

of peasant proprietorship” (Brenner 1977, 75). These contexts resulted in different 

developmental tendencies in the later sixteenth and especially in the seventeenth and eighteenth 

centuries, and only in England did they lead to capitalist social property relations, an ensuing 

transformation of the labour process, and the resulting self- growth.  

The following account of the characteristic of capitalism emphasises the emerging capital-

relation, commodified wage-labour, the legal basis of absolute private property, the ideology 

of improvement, and the transformed characteristics of markets because they are identified as 

the historically crucial aspects of its emergence. This does not mean, however, that capitalism 

‒ or generalised commodity production (Mandel 1990, 13) ‒ is seen as inherently reducible to 

these aspects in a pars pro toto kind of way. For example, Geoffrey Hodgson’s (2015, 259) 

sexpartite definition of capitalism  

1. A legal system supporting widespread individual rights and liberties to own, buy, and 

sell private property 

2. Widespread commodity exchange and markets involving money 

3. Widespread private ownership of the means of production by firms producing goods or 

services for sale in the pursuit of profit 

4. Much of production organized separately and apart from the home and family 

5. Widespread wage labor and employment contracts 

6. A developed financial system with banking institutions, the widespread use of credit 

with property as collateral, and the selling of debt, 

is certainly not antithetical to what capitalism means to the study; the list could unquestionably 

also be used when discussing naturalisation because the parts are historically specific, as 

Hodgson argues. Nonetheless, he (ibid., esp. 171) seems to situate the emergence of capitalism 

to the eighteenth century because the definitional aspects (esp. no. 6) can only be ‘ticked’ at 

that point. Clearly, capitalism as a national economy only developed then, but practices and 

social relations historically constitutive of capitalist dynamics and economic growth, as we shall 

see, had emerged already few centuries earlier. Because of this, and due to reasons of space, 

this study has to omit some crucial aspects historically characteristic of capitalism. 

Commercialisation model 

The origins of the commercialisation thesis are in CPE and Enlightenment ideas of progress 

(Wood 2002, 4) Growth of trade and markets are at the centre of the account as the 

transhistorical motor of history (Brenner 1985a, 25), for example in leading humans from one 

stage to another in the classical liberal stages-of-subsistence theory (Comninel 2000, 2). The 
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Smithian (after Adam Smith12) notion that increased trade leads to increased division of labour, 

and therefore to specialisation and efficiency, is at the heart of this dynamic. People are assumed 

to act in ways typical of economic calculations under capitalism, namely profit-maximisation 

and cost-minimisation through efficiency-increasing productive investments in response to 

market signals. Dynamics historically specific to capitalism are thus projected as the general 

motor of history. 

Wood’s (2002, 4) major insight is that there is no real origin here: capitalism is always there, 

just waiting to be released, as it is equated with commerce ‒ itself conflated with exchange13 ‒ 

towns, and the town-dwellers (the burghers or the bourgeoisie). Exchange in general, therefore, 

contains at least the seeds of capitalism14 (ibid., 4‒5). Since both markets and especially 

exchange have existed for millennia (cf. Polanyi 2001 [1944]; Sahlins 2017 [1972]; Bang 

2008), one can see how there is an in-built tendency to ahistoricise capitalism in this narrative. 

What leads to the maturation of commercial practices to capitalism proper (industrial 

capitalism) is the breaking of (usually political or cultural) commerce-restricting fetters (Wood 

2002, 11‒12). Markets always appear as an opportunity in this narrative, not an imperative 

(ibid., 6), and they are not qualitatively transformed by capitalism (ibid, 14‒15).  

Crucial here is the belief that without political, cultural, or religious impediments or barriers the 

quantitative increase in trade relations gives rise to wealth, which is then at one point invested 

systematically in the production process. This is the cause of the transformation of the class 

structure and the labour process at the heart of economic development (cf. Marx 1976, 873). 

Freedom of merchants, towns, and markets is crucial as their naturalised historical trajectory is 

seen to lead unproblematically to capitalism. The process of development is rather unilineal: 

decline of serfdom ‒ understood as commutation of labour dues into money rents following the 

problematic definition of serfdom as labour dues (Hilton 1990, 210) ‒ and the emergence of 

capitalist agriculture occur due to the growth of trade and the spread of money (Brenner 1985a, 

28‒29). These work as ‘solvents’ of feudal social relations once freed. Therefore, non-

                                                 
12 From Book One in the Wealth of Nations (1977). 

13 See Rosenbaum (2000) and Hodgson (2015, ch. 5) for critical accounts of this conflation and markets more generally. 

Hodgson (ibid., 112‒13) also historicises exchange as involving legal rights and obligations to property. However, he (ibid., 

17‒18) also reproduces important parts of the commercialisation model in a short history of capitalism by stressing trade and 

the ‘freedom’ of the merchants, and the reduction of their barriers, especially the curbing of state power. 

14 There is actually nothing necessarily capitalist in exchange even from a logical point of view: people may simply wish to 

obtain something that they cannot produce (e.g. Sahlins 2017, 75). 
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development is explained Eurocentrically by some form of deviation from the supposedly freer 

European experience purportedly at the heart of economic development. 

A good example of the intellectual traction of the model ‒ and a central reason why it needs to 

be critically reviewed through historical work ‒ can be found in Nuno Ornelas Martins’s (2014) 

otherwise critical and interesting book The Cambridge revival of political economy. His 

evolutionary model of historical change (ch. 11) is said to result in a “theory of the stages of 

history” (p. 300) akin to Smith’s and Marx’s of the Communist Manifesto. Indeed, nearly all of 

the hallmarks of the model are included: towns are extrinsic to feudalism and equated with 

markets, commerce, and progress (following Alfred Marshall) (p. 303‒4, 308), markets are 

inimical to feudal relations and their ‘solvent’ (p. 304), and “the emergence of a world market” 

is the driver of the processes of technological development, growth of cities, and modern 

economic growth as it deepens the division of labour (p. 312). Markets, since they apparently 

always depend on “an abstract [impersonal] system of rules of exchange”, were promoted by 

the monarchs to undermine the power of feudal lords, leading to the formation of nationally 

integrated markets (p. 303‒4); the feudal system of “personal authoritarian relations” that was 

once “relatively more efficient due to the need of protection” was “substituted” with the market 

(p. 304) amid growing opportunities resulting partly from technological change (e.g. p. 309). 

Given the importance of the model, and its reproduction by a heterodox economist, we will next 

turn to assess its merits. 

Historical & Theoretical Critique 

The notion of trade- and money-as-solvents is severely contradicted by historical evidence. 

Growth of trade in the feudal period often led to an intensification of serfdom, for example 

around the London and Paris markets in the thirteenth century.  Similarly, the post-fourteenth 

century emergence of serfdom in Eastern Europe saw landlords tightening their grip over the 

peasantry by enserfing them amid growing commercial opportunities. (Postan 1937, 192‒93; 

see also Dobb 1950, 38‒42.) Commutation, moreover, was often unilaterally decided by lords, 

and was a reversible transformation (Brenner 1985a, 26). 

To understand where the Commercialisation model errs, we must quickly account for feudal 

social relations more fully. Feudalism was at its core “defined by an organic unity” of political 

and economic power, manifested “in a chain of parcellized sovereignties” (Anderson 1974b, 
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19) ‒ stretching from the overlords through the feudal pyramid to lesser dependent lords15. The 

‘economy’ was fundamentally agrarian, with some 80‒90 per cent of the population engaged 

in farming, organised in the peasant household, the village community, and the lordship, all 

imbued with customary normative regulation (Hilton 1985, 121‒26). Property was conditional 

on the completion of certain duties, belonging to certain class, or of having certain status 

(Teschke 1998, 339‒40). The unity of political and economic was instituted in the relations of 

lordship: politico-military-juridical powers of the lord included the powers to tax, punish, 

decree, and command and were embodied in the land (fief) they controlled16 (Anderson 1974a, 

147‒48). This was also the basis for surplus appropriation of lordship, namely serfdom, 

constituted by ‘extra-economic’ exploitation of dependent peasants in control of their means of 

subsistence through either labour dues and demesne work, or money rents (Hilton 1990, 209). 

In short, there was no ‘independent’ ‘economic’ sphere of production and distribution, as there 

appears to be in capitalism17 (Wood 2016, ch. 1). 

Serfdom, thus, is not simply labour or money dues, but a specific power relation between an 

unfree peasant and an arbitrarily exacting lord (cf. Bloch 1966 [1931], 236). The only robust 

checks on lordly power were custom and peasant resistance (Hilton 1985, 125‒26)  As such, 

the relation could only be altered through changes in the balance of class forces: “Serfdom can 

be said to end only when the lord’s right and ability to control the peasantry, should they desire 

to do so, has been terminated.” (Brenner 1985a, 27) It is impossible to account for this by 

assuming that the lord would willingly give up his social position and status (which form the 

basis of his reproduction) due to an economic calculation of possible benefits characteristic of 

capitalist producers. The rationality conditioned by feudalism simply followed a different logic 

(e.g. Kula 1976 [1962], 34‒35, 43; Brenner 1977, 42, 45). 

‘Traditional’ peasant agriculture was very much defined by communal regulation and 

normative social organisation: production decisions were made by the community (Comninel 

2000, 33; Takahashi 1976 [1952], 73fn15). The peasants were largely in possession of their 

means of subsistence in the small plots and the communally held land, and tended to only 

market their physical surpluses. Therefore, they have historically engaged in ‘safety first’ 

                                                 
15 This structure was a product of the breaking up of the Carolingian empire, which resulted in ‘state’ power (power of the 

ban) being fragmented among feudal lords (Anderson 1974, 142). 

16 Feudal polities were not territorial in the sense of modern states: overlapping allegiances criss-crossed Europe and the 

resulting geographical areas were not necessarily contiguous (Teschke 1998, 344‒46). 

17 Production and distribution are natural parts of the human condition and human-nature relationships, but their 

‘independent’ existence from ethico-normative and communal relations is historically specific to capitalism (see, e.g., Sahlins 

2017 [1972], Finley 1985). 
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agriculture rather than specialisation in particular cash-crops, even amid market opportunities 

(Chayanov 1925, 1925, cited in Boldizzoni 2011, 90‒91; Wright 1978, cited in Lamoreaux 

2016, 45).  They did not easily relinquish their holdings since their whole socio-cultural 

existence depended on the possession of the land they cultivated (Brenner 1985a, 59); on the 

contrary, they sought to “secure full control over their persons and their holdings” (Brenner 

1997, 30). 

There were consequently no pressures nor incentives to increase productivity. In fact, the 

structure of feudal socio-economic relations made it practically impossible: surpluses above 

(and beyond) those required for the subsistence of the peasants needed to be appropriated by 

force and were not ploughed back into production. The peasants even avoided surpluses 

precisely because of lordly appropriation (Kula 1962, 62‒63) that took most of the surplus for 

conspicuous consumption (need to maintain status and ensure that their retainers and followers 

were happy) and warfare, neither of which had any feedback in productive investments in 

agriculture (Hilton 1985, 130‒131). In European Middle Ages and Early Modern period, for 

instance, merely some 5 per cent of surplus was reinvested in the land according to some 

estimates (Brenner 1985a, 31fn42). In fact, in the absence of productive investments and the 

ensuing increasing output per unit of labour, (geo)political accumulation ‒ ‘squeezing’ of the 

peasantry, settlement to unsettled land, or intra-lordly conflicts ‒ was the lordly class’s 

historically specific way of reproduction (Teschke 1998, 340‒41). This is also why conspicuous 

consumption was necessary: without followers, there were slim chances to win feuds, and these 

feudal conflicts led to even further parcellisation, as followers were granted fiefs. Feudal society 

did not “provide an environment where personal authoritarian relations were relatively more 

efficient due to the need of protection” (Martins 2014, 309); the relations were constitutive of 

it, meaning that conflict was endemic in the feudal world (Teschke 1998, 342, 346‒47). 

On a more general level, trade in itself could not have been the solvent of feudalism. Rodney 

Hilton (1990, 210‒13, 216‒17), among others, has shown how money, trade, towns, even the 

‘commercial revolution’ were an intrinsic part of the feudal system. Trade in grain, for example, 

was massive in early modern Europe and the development of cities was formative for trade in 

basic foodstuffs18 (Wood 2002, 81‒83). However, the central motor of European 

commercialisation was the trade in luxury goods and the fate of the wealthy consumers, the 

landed aristocracy, rather than grain trade (Brenner 1977, 47). The lords’ above ways of 

                                                 
18 Even if cities and towns cannot be unproblematically conflated with commerce: they were often ecclesiastical in origin 

(e.g. Hilton 1990, 212‒13). 
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reproducing themselves as lords gave rise to an international trade for luxuries; this produced 

the need for a market in grain trade, as the urban producers required food beyond what they 

were able to produce (Hilton 1985, 127). The dynamic of medieval commerce revolved around 

a restricted exchange of raw materials ‒ appropriated peasant surplus ‒ for luxury products ‒ 

produced in a highly guild-controlled and ‘economically’ restricted way (Brenner 1985a, 39; 

Hilton 1990, 7, 212‒15). There were no pressures “to develop the productive forces in order to 

increase income” (Brenner 1977, 45) and lords relied throughout on ‘squeezing’ their peasants 

to be able to afford the necessary luxury goods19 ‒ even in times of subsistence crises (cf. 

Boldizzoni 2011, 91‒92). Trade was, then, tied to the geopolitical accumulation of pre-capitalist 

ruling classes and tended to undermine the agricultural basis of the feudal society. 

Moreover, as Emmanuel Le Roy Ladurie (1966, cited in Brenner 1985a, 28) has argued, even 

the end of serfdom did not lead necessarily toward capitalism, which he understood as being 

characterised by large consolidated farms and capital improvements. Historically, 

fragmentation of holdings and economic non-development seems to have been as (if not more) 

likely, as the example of France after the crisis of the fourteenth and fifteenth centuries makes 

clear. There, the peasants were able to secure property in their holdings with the help of the 

developing absolutist state (Ibid., 54‒55). The resulting ‘squeezing’ of the peasantry did not 

take place only through arbitrary payments to the lord, as the centralising absolutist state, “a 

redeployed and recharged apparatus of feudal domination” (Anderson 1974b, 18), started to 

exert its own power over the peasantry through royal taxation ‒ the resulting dynamics led to 

longstanding economic non-development (Brenner 1985a, 55‒59, 61).  

Lastly, it should be noted that even when trade was ‘conducted’ to gain profit, pre-capitalist 

profit-oriented commerce was most often characterised by the principle of buying cheap and 

selling dear, where profits accrued especially from taking advantage of the unconnected nature 

of separate markets. “Mercantile wealth depended precisely on the relative inaccessibility of 

markets and the possibility of profiting from an endless process of arbitrage between 

fragmented markets.” (Wood 2002, 84) Here profits are reaped not from production, but from 

circulation, monopoly statuses, military power, geographical distance, and superior shipping 

techniques among other aspects ‒ from extra-economic advantages, that is (Wood 2002, 83‒

84; Hilton 1990, 216). Increasing trade in the Middle Ages and Early Modern Period, then, 

                                                 
19 Similarly, the appropriation of urban artisanal surplus relied on extra-economic coercion (Hilton 1990, 215).  
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seemed to have had little transformative effect on productivity growth and the “human 

structure” of production (Bloch 1953, 174). 

The loop of the commercialisation thesis ‘trade-based division of labour → specialisation → 

accumulation → quantitative increases in markets and trade → further division of labour 

etcetera’ rest on certain specific assumptions (Brenner 1977, 34‒37). First, it is premised on 

the mobility (possibility and necessity) of labour power responding to market signals. Serfdom 

or slavery has to be abolished, and the direct producer has to be separated from the means of 

subsistence. Second, the potential for increasing productivity through separation and 

specialisation of tasks has to exist. This entails the application of the means of production to 

co-operative labour requiring again the above separation from the means of subsistence since 

their possession gives rise to individualised production, e.g. in the form of peasant households 

(self-sufficiency). Third, the potential for enforcing the need to increase labour productivity has 

to hold. Historically, ‘once and for all’ productivity increases have been the rule, because there 

is no pressure for continual increases in productivity in the absence of market competition. In 

short, the whole sequence of the trade-induced transformation of the labour process relies on 

assuming the existence of capitalist social property relations. 

Precisely because of these presuppositions, it is hard for the commercialisation thesis to explain 

why exchange and profit-seeking, even wealthy merchants and peasants have existed for 

millennia without leading to self-sustaining economic development or a transformation of the 

labour process (e.g. Hilton 1990, 195‒96). It is untenable that all those numerous instances were 

simply examples of impeded natural trajectories toward capitalism rather than contexts and 

processes that should be understood on their own, without necessary connections to capitalism. 

In fact, this means that it makes little sense to speak about ‘failed’ transitions. The formulation 

already presupposes that the transition was expected (Wood 2002, 26). 

One should question, rather, why people would start to act in ways specific to capitalism ‒ 

systematically undertaking productive investments and efficiency enhancing specialisation, 

together with the widespread selling and waged employment of labour power ‒ in the absence 

of market prices and the competitive market pressures, and before they even knew that it 

perhaps was a more productive and efficient way? The fourth chapter provides examples of 

attempts to resolve this contradiction through ideas about transaction costs and the selection 

and evolution of institutions based on their supposed superior cost-efficiency that merely 

reproduce these problems. Before this, a more historicist account of the transformation is traced. 
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Emergence of Capitalist Social Property Relations 

To evade the pitfalls and dead-ends of the commercialisation thesis, capital and its accumulation 

should be seen as being tied to the emergence of the capital-relation, not simply amassing of 

material wealth, following Marx’s (1976, 874) insights that capital is a specific social relation 

between propertyless workers and capitalists owning the means of production, means of 

subsistence and money: 

The process, therefore, which creates the capital-relation can be nothing other than the 

process which divorces the worker from the ownership of the conditions of his own labour; 

it is a process which operates two transformations, whereby the social means of subsistence 

and production are turned into capital, and the immediate producers are turned into wage-

labourers. 

These capitalist social property relations have historically given rise to the “imperatives of 

competition and profit-maximization, a compulsion to reinvest surpluses, and a systematic and 

relentless need to improve labour-productivity and develop the forces of production.” (Wood 

2002, 36‒37) The characteristics of markets thus changed, and a new dynamic of economic 

development marked by self-sustaining economic growth emerged. This transformation of the 

labour-process is central for a historicist understanding of capitalism, and is in itself an 

argument for the specific study of capitalism. It is in the English countryside that this change 

first occurred (Marx 1976, chs. 27‒29; Brenner 1985a, 1985b). 

According to George Comninel (2000, 28‒29) the mid-twelfth century was the critical juncture 

that accounts for the historically specific context in which the capital-relation emerged. Amid 

conflicts between the peasantry and nobility, English royal jurisdiction maintained that ‘free’ 

peasants in possession of ‘free’ tenures were distinguished and became under the protection of 

royal courts (Milsom 1976, 12‒13, quoted in ibid.).  What was originally a royal intervention 

in the relationship between lords and peasants in favour of the latter, had the most profound 

implications for the diverging historical trajectories of England and France (ibid., 29). 

The measure centralised power in an already relatively centralised polity by the standards of 

the period; as lordship had not been characterised by territorial lordship (political sovereignty), 

‘only’ by ‘land’ and ‘domestic’ lordship over property and dependent people respectively, the 

practices among the ruling classes were not (necessarily) competitive20 (Duby 1968, 194, 228, 

quoted in ibid.). That is, the lords were not ‒ and did not become ‒ holders of state power like 

                                                 
20 The centrality of the king and his non-competitive relation to lords flowed from the historical process through which the 

lords owed their lands and powers to the king and the 1066 conquest (Comninel 2000, 23‒24) 
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their ‘peers’ on the continent who, through the powers of the ban, had power over free men, 

taxation and warfare ‒ and resisted efforts of centralisation as a result.  

Following the decree, the determinants of common law took an important turn: it became, 

gradually, a legal system based on the right to exclude others from land based on greater lawful 

interest. (Comninel 2000, 28) As a result of this legal innovation, around a quarter of peasants 

were defined free, which meant that three-quarters were defined as unfree (serfs) and tied them 

to the jurisdiction of the manor (ibid., 29): there was to be no protection from king’s courts for 

them (Bloch 1989 [1940], 272). Contra Martins, lordly power therefore increased in relation to 

the majority of the population. Accompanying this, there emerged a distinction between free 

and unfree tenure, with common law protecting the former. Freemen and nobles enjoyed similar 

status with regards to crown courts, especially importantly in their rights to land, which came 

to be conceived as “‘economic’ property” (Comninel 2000, 30). In time, this gave rise to 

specific problems, necessities, and practices, leading English lords to take care and 

conceptualise their lands in a more ‘economic’ sense. It is exactly through the transformations 

of these that the emergence of capitalism should be understood. 

These tendencies emerged more fully during and after the general crisis of the fourteenth and 

fifteenth centuries. In a sense, the lords made the common law theirs in the context of the 

general crisis characterised by peasants trying to win their freedom ‒ secure inheritability and 

fixed rents (Brenner 1997, 34). They were unable to do so due to the lords’ superior claims 

under common law, which was increasingly being used to encroach the customary law resulting 

in the basis of unfree peasantry’s ‘property’ ‒ their possession of and use-rights to land ‒ 

becoming compromised. A significant aspect of this newly formed power was the ability to 

enclose the customary common lands and evict peasants not protected by the common law 

(Comninel 2000, 30‒31). This helps in understanding Brenner’s major point that capitalism 

was an unintended consequence of a conflict between lords and peasants: the transformation of 

the labour process in the countryside relied exactly on the “extinction of common rights, 

whether over the fallow arable fields or over common pasture; and the greater possibility of the 

introduction of new methods, improved organisation, or specialisation which separate 

individual ownership permitted” (Coleman 1977, 40). 

Enclosures were thus about scrapping the above-mentioned customary land use regulations and 

constructing a framework based on individual property as the basis for individualised decisions 

about production; this legal framework became the basis for the system of ‘improved’ capitalist 

agriculture (Comninel 2000, 32). Here, the separation of the ‘economic’ and the ‘political’ that 
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Wood (2016, ch. 1) holds historically characteristic of capitalism is evident as a practice of the 

lords based on the politico-judicial infrastructure. More and more, property became 

unconditional of politico-communal duties, individualised, and conceptualised in ‘economic’ ‒ 

for example efficiency- or productivity-centred ‒ terms. The “control over the conditions and 

processes of labour” (Comninel 2000, 8) was rooted in absolute private property and endowed 

to the employers and owners with the emergence of specific legal relations defining the rights 

of capital. The appropriation of surplus became thus possible “in the ‘economic’ sphere by 

‘economic’ means” (Wood 2016, 28‒29), simultaneously to the emergence of “a separate 

specialized public political sphere” and the accompanying ‘autonomous’ capitalist state 

following the separation of the moments of coercion (state) and appropriation (absolute private 

property) and the securing of the latter by the former (ibid., 30). The root of the workers lack 

of control in the organisation of “socially productive labour” (Comninel 2000, 8), “the 

fundamental secret” of capitalism for Marx (Wood 2016, 20) lies historically here21. The 

historical construction of the ‘economic’ was an extremely contested and conflictual process 

due especially to the centuries-long mobilisation of the ‘commoners’ in favour of some type of 

a communally regulated ‘moral economy’ (Thompson 1993, ch. 4). As Streeck (2017, 203) has 

noticed, the struggle about the proper demarcation between the ‘economic’ and ‘social’ and 

their accompanying normativities still centrally characterises capitalist history. 

The destruction of customary rights in land made possible the eviction of the peasantry and the 

rise of the class of propertyless workers dependent on selling their labour power to gain access 

to the conditions of their reproduction ‒ what Polanyi (2001, 71‒80) calls the creation of labour 

as a ‘fictitious’ commodity. Common law was used to legitimate the increasing entry fines and 

other payments that evicted peasants and eventually gave rise to a market in land leases (not 

fixed by law or custom) ‒ leading to the above double-transformation that for Marx created the 

capital-relation. The earlier differentiation of the peasantry into a small richer section and a 

larger progressively poorer section was accelerated further, as these segments developed into 

tenants leasing land from the landlords on increasingly competitive terms and a propertyless 

class relying on wage labour. Both became, therefore, dependent on the market: competition 

became an imperative.  

The “transformation of the more or less self-sufficient peasant into a wage-labourer” (McNally 

1993, 17) largely divorced from the means of subsistence is indicated in the proportions of 

                                                 
21 This does not mean, however, that non-capitalist, ’moral-economic’ relations should be unduly idealised. The rules were 

often oppressive and exploitative (e.g. serf-lord relations) (Comninel 2000, 6). 
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landless and wage-labourer peasants: both were at 11 per cent in mid-sixteenth century and had 

risen to 40 per cent by 1640; in 1688, 56 per cent of peasants were already employed as wage-

labourers (ibid., 9, 16). Their submission to the market was further forced by “bloody 

legislation” that criminalised poverty and forced the propertyless poor to accept work at almost 

any conditions (Marx 1976, ch. 28). The other side of this coin was the creation of the national 

market driven by demand for basic subsistence means (Wood 2002, 136‒39). 

Similarly, the capitalist tenant was capitalist precisely because of their dependence on the 

market for the conditions of their reproduction, not (necessarily) because of size or level of 

prosperity (Wood 2002, 54): the producers became subject to the needs to specialise and 

produce competitively to “guarantee access to the means of subsistence and to the land itself.” 

(ibid., 53) Those unable to cope with the competitive pressures were driven off the land, leading 

to increasing centralisation of landownership. By the end of the seventeenth century some 70‒

75 per cent of usually the best land was owned by the landlords (Brenner 1985a, 48). In stark 

contrast, in France roughly 45‒50 per cent of usually best cultivated land was owned by 

peasants (ibid., 61). 

Correspondingly, due especially to the protection of property, the landlords were increasingly 

unable to exert extra-economic power over their tenants to appropriate the surplus and became 

reliant on their commercial profits; the relationship and practices between the two classes 

became increasingly symbiotic as a result (Brenner 1977, 76; Wood 2002, 37). The culture or 

ideology of improvement discernible from the sixteenth century agricultural manuals onwards 

both constituted and legitimised the new ‘improved’ practices bent on efficiency and 

productivity and their underlying social relations (Sørensen 2018a, 2018b). 

Finally, as Brenner (e.g. 1977, 76) states, trade and external demand did certainly contribute to 

the development of capitalism in the above context, but they were not the solvent of feudalism. 

The social property relations giving rise to market-dependency and a society governed 

increasingly by markets are arguably central in accounting for capitalist economic dynamics 

akin to modern economic growth, the emergence of which many scholars situate in the 

fifteenth-to-sixteenth-century England/North-Western Europe (inter alia Coleman 1977; 

Wrightson 2004). That this transformation occurred as an unintended outcome in a specific 

historical context, not as a result of ‘laws’ of any kind, has considerable implications, not the 

least of which are political, as the concluding remarks show. Before that, we turn to explore 

how this historically specific order of social practices came to be seen through a naturalising 

lens. 
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3. Economics and the Absence of Capitalism 

The aims of this chapter are twofold. First, it seeks to show why capitalism has never had much 

currency in economics or its predecessor, classical political economy (CPE), and how 

capitalism in fact has been naturalised during the process of the discipline-construction of a 

specialised science of the economy. Secondly, the chapter lays bare the histories and meanings 

of the building blocks of ahistoricist historical economics, the object of study in chapter three. 

Historical Precedents 

Classical Political Economy 

The works of two great classical political economists, Adam Smith (1977 [1776]) and David 

Ricardo (1971 [1821]) can be conceived as one of the first efforts to naturalise a new mode of 

social relations that became later known as capitalism. They are also the first theoretical 

attempts to justify and legitimise capitalism as it existed in late eighteenth and early 

nineteenth centuries ‒ that is, before the concept itself was coined (Kocka 2015, 105)22.  

Ricardo regarded the capitalists as the sole source of dynamism in the economy, and constructed 

his theory to provide intellectual legitimation for their cause against both landowners and 

workers in the early nineteenth century class conflicts (Boldizzoni 2018, 133‒34). He was not 

concerned with the origin and genesis of the real-world equivalents of his central categories, 

such as exchange, trade, and calculative profit-oriented (capitalist) mentality, but his account 

of ‘primitive society’ in the form of the Robinson Crusoe stories clearly projects both 

‘capitalist’ rationality ‒ the “prototype of economic man” (Tabb 1999, 24) ‒ and the social 

relations underpinning capitalism to a (non-existent) past (cf. Marx 1976 [1867], 169 fn31).  

Smith’s theory of the causes of the ‘wealth of nations’, on the other hand, rests on “the division 

of labor and the accumulation of circulating capital” (Boldizzoni 2018, 132), the former being 

deepened and conditioned by extension of trade (Smith 1977, Book One) in the manner 

discussed in the previous chapter. The naturalised human “propensity to truck, barter, and 

exchange” (Smith 1977, 29) ‒ a methodological individualist basis for Smith’s deductive 

reasoning ‒ underlies the dynamic of historical change, understood in terms of growth of 

markets and the ensuing deepening division of labour. Both of these institutions appear as 

ahistorical reifications, as their existence is explained by the allegedly immutable human nature, 

rather than vice versa (Rubin 1979, 171), by the social relations and their institutionalisations 

                                                 
22 This is why capitalism is used here in inverted commas in the discussion of Smith and Ricardo even though its use is 

acknowledged to be anachronistic. 
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through which humans organise their productive relations among themselves and with nature. 

Smith even goes as far as to argue that this trade-oriented propensity flows rather 

straightforwardly from humans’ capacity for deliberation and reasoning (McNally 1993, 51).23 

Incidentally, Karl Marx was acutely aware of the naturalisation strategies of CPE: 

“[C]ertain social relations appear as the natural properties of things in society” (Marx 1976, 

1005) as production is “encased in eternal natural laws independent of history, at which 

opportunity bourgeois [i.e. capitalist] relations are then quietly smuggled in as the inviolable 

natural laws on which society in the abstract is founded.” (Marx 1973, 87)24. Furthermore, he 

(ibid., 83) termed both authors as “Robinsonades” because of the projection of the idealised 

“eighteenth-century individual” ‒ Robinson Crusoe ‒ as “the Natural Individual”; “not arising 

historically, but posited by nature.” Naturalisation of capitalism was articulated by treating the 

categories and concepts of political economy ‒ constituted by the historical evolution and 

experience of capitalist social relations ‒ as natural (e.g. the quasi-anthropological theory of the 

individual) and transhistorical (e.g. the “transhistorical conception of the market” [Teschke & 

Wenten 2016, 161]), and by their unproblematised projection onto history. 

Consequently, one of Marx’s central intellectual-political aims was to show that CPE was badly 

suited for the understanding of history, not least because of its reified and naturalised concepts 

and categories (Teschke & Wenten 2016, 163; Marx 1973, 83‒84, 104‒106). The analogical 

claim that ahistoricist historical economics is similarly impaired is one of the central arguments 

of this study. Since it is based on a much later variant of economics, we will turn next to the 

process that led to its eventual development. 

Marginalism and Naturalisation 

Naturalisation of capitalism by means of de-historicisation and de-socialisation only 

strengthened in the economics of the late nineteenth century (e.g. Milonakis & Fine 2009, chs. 

5‒6). Emerging following the marginalist revolution of the 1870s and 1880s (Mirowski 1988, 

13), neoclassical economics was always a de-socialised, de-politicised, and de-historicised 

discipline focused on an abstract and universal utility-maximising individual in an ahistorical 

marketplace25 (Milonakis & Fine 2009, ch. 6). For CPE, social relations formed an important 

                                                 
23 This abstract narrative, based on a reified and ahistorical image of the market as the pivot around which history evolves 

and progresses can be contrasted with his much more social and historical analysis of class relations in an industrialising 

context (see e.g. Tabb 199, ch. 3).   

24 I am indebted to Andreas Malm (2016, 271) for bringing these passages from the Capital and Grundrisse together. 

25 See Wallerstein et al. (1996, 17‒18) on the naturalising effects of dropping ‘political’ from the name of the discipline of 

economics. 
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part of the analysis even if they were naturalised: capitalist class relations remained central as 

both Smith and Ricardo regarded them as essential for the processes of production and income 

and wealth distribution in particular7 (e.g. Tabb 1999, chs. 3‒4). There was, in other words, 

“certain sociological and institutional realism” (Rodgers 2011, 44‒45) in CPE. The shift from 

production to consumption that was constitutive of marginalism abolished such concerns and 

brought “something much closer to the modern market into the center of economic analysis.” 

(ibid., 45)  

Marginalism is an inherently static framework of analysis centred on the idealised a priori 

conditions of perfect competition and equilibrium (e.g. Tabb 1999, 93). It is underpinned by 

methodological individualism26 (Milonakis & Fine 2009, 98, in passim), and the emphasis on 

constrained maximisation of diminishing marginal utility in the market which is thought to 

determine short-term price formation (Mirowski 1988, 26). It hoisted mathematical discourse 

as the preferred method (ibid., 12, 24‒5), giving rise to the search for ‘economic laws’ (Tabb 

1999, 92, 103), and explanation through abstract deductive reasoning27 (Milonakis & Fine 

2009, 97).  

The Methodenstreit or the controversy over method28 of the late nineteenth century should be 

understood in this light: the Austrian Carl Menger attacked the leader of the 

German Historical School (GHS), Gustav von Schmoller, in an attempt to define economics as 

a deductive science focused on the generation of universal laws and axiomatic 

explanation (Mirowski 1988, 23‒24). Schmoller, on the other hand, claimed that such a study 

of economics was devoid of any real-world meaning, favouring instead a more historicist, 

context-dependent, and inductive approach to the study of economic phenomena. 

The Methodenstreit was formative for economics29, GHS (and partly for US Institutionalism) 

                                                 
26 See Udehn (2002) for a critical introduction. 

27 The form of deduction is, moreover, axiomatic, in that “[o]n the basis of a given set of assumptions […] further 

propositions are logically derived, most notably by use of mathematics.” (Fine 1980, 11) A theory of causation is also 

included in such reasoning, as the deduction is often used as a basis for arguments about causality; this implies a unilinear 

concept of causation, abstracted from the socio-historical context (ibid., 12). 

28 Milonakis and Fine (2009, chs. 6) provide a good overview of the debate. 

29 For analyses situating the strengthening of marginalism in its historical socio-political context, see, e.g., Tabb (1999, ch. 

6), O’Boyle and McDonough (2016) and Boldizzoni (2018). Marginalism’s decisive victory is connected to the political 

struggle the capitalist class waged against the strengthening and radicalising worker’s movement in an era of mass 

industrialisation (Tabb 1999, 95; O’Boyle and McDonough 2016, 211‒213; see also Boldizzoni 2018, 143‒44), as 

marginalism turned the tide against class-based analysis of capitalist production (Tabb 1999, 95). For example, the subjective 

theory of value and the new theory of production as its counterpart, when combined with “assumptions of perfect competition 

and other ideal-world conditions”, provided marginalists with mathematical ‘proof’ that “each factor of production was 

rewarded according to its actual contribution” (Boldizzoni 2017, 18).  
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and paved the way for the triumph of marginalism within economics (Tabb 1999, 112‒19). It 

also resulted in the birth of the autonomous discipline of economic history and 

“institutionalisation of the pluri-disciplinarity” of the modern social sciences (Teschke & 

Wenten 2016, 165). Historicism and the study of capitalism as a historically specific social 

relation or mode of production therefore flourished outside ‘pure’ economics throughout the 

first four decades of the twentieth century (Kocka 2016, 1‒4). The GHS never lost its place in 

Germany before WWII30 (Hodgson 2001, 9), American institutionalism led the study of 

economics in the US (Hodgson 2001, 12), and economic history (together with, e.g., 

anthropology) provided accounts of the qualitative differences in the histories of production 

and distribution (cf. Boldizzoni 2017, 256‒57). 

The fundamental “mathematical theorems associated with general equilibrium and its 

corresponding technical apparatus” (Fine & Milonakis 2009, 96) together with the double 

reduction of the study of the economy to utility-maximising individuals (methodological 

individualism) and to market exchange thus served to purge the social and historical from the 

newly founded discipline of economics (Milonakis & Fine 2009, 110). As Benno Teschke and 

Frido Wenten (2016, 164) argue, the marginalist revolution caused the cleansing of the concept 

from the lexicon of economics proper through a “decisive break with historicism”: the “holistic 

study of capitalism” was replaced with the study of an abstract, pre-given and naturalised 

utility-maximising individual in an abstract market. These ‘place-holders’ of capitalism became 

the fulcrum of the analysis of economics (ibid., 165), underpinning a strong form of 

naturalisation of capitalism.  

Building Blocks of Historical Economics 

Ahistoricist historical economics announced itself through specifically understood concepts of 

information, market, and choice, together with the mathematical methods of neoclassicism, all 

of which originated in their contemporary form in mid-twentieth century economics. To come 

to terms with these building blocks, the processes through which they were transformed31 is 

quickly accounted. 

                                                 
30 For a socio-political account of the waning of the GHS and the study of capitalism in German sociology from Weber to the 

Frankfurt School, see Streeck (2017, 243‒45). 

31 These are tied to the history of economics, which has been interpreted in roughly two different ways (see Amadae 2003, 

2017, and Milonakis & Fine 2009 and Fine & Milonakis 2009, respectively). The second interpretation includes histories of 

economic thought emphasising the continuing ‘inner core’ of neoclassical economics, a formalist and universalistic discipline 

detached from issues of politics, moral philosophy, and historicism, from the marginalist revolution to the early 21st century. 

For Mirowski (2002, esp. chs. 4‒6; 2005; Mirowski & Nik-Khah 2017) and S. M. Amadae (2003) the transformation of 
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Market as a Processor of Reified Information 

After the marginalist revolution had expunged concrete questions of production and social 

relations in favour of abstract exchange and Lionel Robbins (1932) had moved the core of the 

field further in that direction (e.g. Backhouse 2010, 42), the mid-twentieth century witnessed 

another transformation. “More and more, economics at the cutting edge […] became all 

wrapped up in the image of The Market (or else the agent) as a processor of information or 

knowledge.” (Mirowski & Nik-Khah 2017, 35‒36) This was underlined by a highly abstract, 

mechanical and meaningless concept of information (Mirowski 2002, ch. 5; Mirowski & Nik-

Khah 2017). RAND Corporation and the Cowles Commission32 are the ground zero in the 

transformations in economics with regards to information, RCT, and mathematical economics 

(e.g. Backhouse 2010, 42). RAND split off from Douglas Aircraft in 1948, and has since been a 

private non-profit think tank. However, “it was almost exclusively under contract to the U.S. Air Force” 

until the late-1950s (Mirowski 2005, 89), which is why it has been described “as a quintessential Cold 

War Institution” (Amadae 2003, 11). The Cowles Commission was founded in 1932 by businessman 

Alfred Cowles to fight New Deal policies and became a close partner of RAND in 1948. (Mirowski & 

Nik-Khah 2017, 73‒74)  

The origins and implications of this conception of information are highly political. Its starting 

place is the Socialist Calculation Controversy (SCC), the beginning of the economics of 

information (Mirowski 2002, ch. 5; Mirowski & Nik-Khah 2017, ch. 5). The SCC began in 

1920 as Ludwig von Mises published ‘Economic Calculation in the Socialist Commonwealth’ 

as a response to Otto Neurath’s arguments for a full socialisation of the economy. Mises 

claimed that “comprehensive rational socialist planning” was impossible due to the absence of 

market prices (Mirowski 2002, 232‒33). The importance of refuting Mises and his companion 

Friedrich Hayek prompted many key future Cowles figures, such as Jacob Marschak, Oskar 

Lange, and Leonid Hurwicz, to “cut their eye teeth [sic.] on this controversy.” (Mirowski 2002, 

233; Mirowski & Nik-Khah 2017, 61) 

                                                 
economics is more complex than this, since, for example, the rise of RCT cannot be (unproblematically) located within 

economics itself. They argued that these categories were not primarily geared toward understanding choice in the 

Robbinsonian sense of competing ends in the context of scarce means (Robbins 1932), but rather choice in the absence of the 

budget constraint (Amadae 2003, 109) which  resulted in a different kind of mathematics (partially) following from it 

(Amadae 2003, 2018). The debate is largely omitted, but Mirowski’s position forms the basis of the study’s approach to the 

history of neoclassical economics. 

32 For their intertwined histories in the development of economics, see Mirowski (2002, 2005), Mirowski and Nik-Khah 

(2017), and Amadae (2003). 
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The debate reflected the socio-historical context: the ‘Age of Extremes’ ‒ an era during which 

communism provided a real-world alternative to capitalism ‒ had only just begun, and the 

Soviet Union seemed to have evaded the irrationalities of capitalism after the onset of the Great 

Depression in 1929 (Hobsbawm 1999, esp. 128). Simultaneously, the experience of ‘Red 

Vienna’ during the 1920s and 1930s was crucial to the evolution of Mises’s and Hayek’s 

thinking (Slobodian 2018, ch. 1). Popular working-class based forces gaining control of the city 

and embarking on an extensive program of social planning, socialisation, and democratisation 

made the efforts to safeguard capitalism through theoretical work extremely 

acute. Hayek’s entire oeuvre should in particular be understood in relation and as a response to 

the perceived threat of ‘collectivism’ (cf. Mirowski 2007).  Moreover, Slobodian (2018) sees 

this experience of democratisation together with decolonisation as the central challenges that 

prompted neoliberal thinking especially in its Ordoliberal form. Both processes constituted 

challenges to the ‘rights of capital’ ‒ and, therefore, to capitalism ‒ the containment of which 

forms, according to him, the raison d’être of the whole project. This explains, for example, the 

focus on law, the call for a strong state, and the so-called ‘containment’ of democracy 

constitutive of neoliberalism. 

Hayek’s contributions (and his later re-formulations) had perhaps the biggest effect, as he 

introduced a new conceptualisation of the market in 1935. It pushed the understanding of 

“market functioning away from static allocation and toward information processing”; 

information ‒ reified as a dispersed thing-like substance33 ‒ that the markets were able to 

coordinate to produce collectively rational outcomes, became a central justification for 

capitalism (Mirowski 2002, 236). “The economic problem of society is thus not merely a 

problem of how to allocate ‘given’ resources […] it is a problem of the utilization of knowledge 

which is not given to anyone in its totality.” (Hayek 1948, 77‒78, quoted in Mirowski 2002, 

237) Hayek’s social theory became ever more reliant on The Market, a transcendental processor 

and coordinator of information, as he moved further away from the idea that we can really know 

much about the economy (or ourselves) toward the end of his career (Mirowski & Nik-Khah 

2017, ch. 6). In the final instance, from the late-1960s onward, information had become “so 

transcendent no one can really know it.” (ibid., 72) Only ‘The Market’ made a society of 

individuals possible, as it was “the only entity that really was capable of judging and validating 

human knowledge” (ibid., 70). The underlying belief making such a godly image of the market 

                                                 
33 Yanis Varoufakis (1998, 66‒68) provides both a concise critical overview of how modern textbooks reproduce this 

conception of information. 
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possible was the belief that humans respond to market signals, that is prices, pre-cognitively 

(Slobodian 2018, 228, 230) or, to put it another way, naturally. What Hayek’s thought therefore 

required was submission to The Market (Whyte 2019b). 

Hayek’s anti-collectivist politics are clearly visible here (Mirowski 2007). Having observed 

that the Austrians’ attempts to refute ideas of conscious planning had not produced the desired 

effects (Mirowski 2007, 365) ‒ the end of WWII only brought about more attempts at 

conscious planning in the form of construction of the welfare states in Western Europe and the 

growth of the Soviet bloc ‒ “sometime after 1945 Hayek finally decided that he would employ 

natural science to ‘naturalize’ the Market and therefore paint socialist planning as ‘unnatural’ 

” (Mirowski 2007, 365). Arguably not coincidentally, the founding of the MPS (1947) occurred 

right after Labour’s landslide victory in the 1945 elections and the ensuing major nationalisation 

policies of Clement Atlee’s government34. 

Hayek started to argue that The Market or the “ineffable complex order” was the result of a 

non-Darwinian evolution process (Mirowski 2007, 366). The use of the evolutionary metaphor 

was clearly political; if the reaction to the market-as-an-information-processor is indeed argued 

to be “super-conscious” (or supra-conscious?), in the sense that humans do not even recognise 

they are somehow registering and acting on the basis of the complexity of markets (Slobodian 

2018, 230), it seems to logically follow that markets are a primary form of social coordination 

in the sense that any other (conscious) way of organisation is not, and consequently not a 

product of an evolutionary process. As the next section will show, this naturalising conception 

of the market and its origins was to be further formulated in post-war economic history, 

especially by Douglass C. North, another central participant in the ideological battle against 

collectivism. 

Hayek’s conception of markets as information processors became the fulcrum of post-war 

neoclassicism, de-throning the understanding of them as static allocation mechanisms that had 

been central to marginalism and the subsequent interwar neoclassical economics (Mirowski 

2002, ch. 5; Mirowski & Nik-Khah 2017, chs. 5‒6). Hayek and (therefore) the neoliberal 

thought collective, the MPS (e.g. Mirowski & Plehwe eds. 2009), form the crucible in which 

“a self-conscious ‘economics of information’” begins (Mirowski & Nik-Khah 2017, 53), 

                                                 
34 Thorpe (1997) is a good account of the Atlee governments.  
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meaning that it is (partly) based on the above neoliberal conceptualisation of the market (ibid., 

54‒57). 

Theories of Choice 

Mirowski and Edward Nik-Khah (2017, 27) argue that economics did not harbour an explicit 

and coherent theory of choice or decision before WWII; for them, this “watershed” of the rise 

of ‘decision’, is located around the mid-twentieth century (see also Amadae 2003). The military 

and the neoliberal conception of information were crucial for the development of this ‘billiard 

ball’ model of rational choice (Mirowski & Nik-Khah 2017, 27). The ‘crisis of reason’ of the 

interwar period figured centrally, as the rationality of the citizen was questioned due to Freudian 

psychology, the rise of fascism, and the evident manipulability of the population by large 

corporations (Heyck 2012, 101‒2), resulting in a “crisis of democratic theory” (Heyck 2012, 

102; Mirowski 2005, 92). This crisis-mood, WWII, and the Cold War were behind the 

phenomenal rise of RCT. 

Even if humans’ rationality was questioned, it was thought that their choices could be rational; 

there occurred a paradigm shift from the chooser to choice as the basic unit of analysis 

(Heyck 2012, 104). The shift was made possible by Hayek’s earlier reification of information 

as independent of the cogniser, and it itself reified choice as something that was independent of 

the chooser or the consumer (Mirowski & Nik-Khah 2017, 28). This resulted in a transformation 

in economics: choice became “the basic unit of economic activity” instead of exchange 

(Heyck 2012, 103). The reification of choice meant that the rationality decision-theoretic 

neoclassical economics studied was thus not only ahistorical (cf. Mirowski & Nik-Khah 2017, 

24), but also entirely abstract, since it did not even directly concern market behaviour any more 

‒ even if choice was still conceptualised through the market metaphor, as RCT prefers to see 

markets everywhere (e.g. Streeck 2017, 202). 

This was especially true for game theory35 ‒ a universal science of choice and RCT’s central 

component. In contrast to prevalent neoclassical understandings of rational decision-making, 

defined as optimisation of resource allocation under a budget constraint (scarcity), the potential 

reach of the theory was universalised even further: the progenitors of game theory, Howard 

Raiffa and Duncan Luce, for example, were clear that in addition to problems of resource 

                                                 
35 Game theory emerged from RAND in the 1940s and 50s. See Amadae (2003) and Mirowski (2005) for its history. 
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allocation, their framework applied to strategic situations whenever there was “a conflict of 

interest to be resolved” (Heyck 2012, 104). 

RCT resulted in a redefinition of rationality in terms of transitivity (Amadae 2003, 103, 108‒

9), first introduced in Kenneth Arrow’s (1950, 1951) work. Transitivity means that one’s 

preferences are consistently organised in the way that if one prefers A to B, and B to C, then 

one must also prefer A to C ‒ otherwise one’s preferences are intransitive. This definition of 

rationality is, importantly, both an extremely low threshold, since one does not have to think in 

order to prefer something, and excruciatingly high, as it implies “that a limited chooser can 

evaluate infinite possibilities and their consequences.” (Heyck 2012, 106) 

Theories of decision share three basic postulates: i) a reified conception of choice, ii) 

understood in terms of a decision process with alternatives at every step of the way, and iii) the 

perception that these processes can be formally modelled (Heyck 2012, 108). This possibility 

of formal modelling relied on a change in the temporal outlook: the decision-framework became 

forward-looking. As Kenneth Arrow explicitly noted, life-histories etcetera are messy, and 

therefore impossible to model formally (ibid.,, 104‒5.) It is important to note that this 

ahistoricist outlook divorced from personal histories was to be later applied to the study of 

history. 

The ‘crisis of reason’ was ‘solved’ through decision theory because natural and social scientists, 

business leaders, and the military conceived that the world had “grown dramatically more 

complex and decision-making exponentially more difficult” in the decades before WWII due 

to the increasing scale of organisations and new technologies, a transformation that seemed to 

necessitate new modes of thinking about decision-processes (Heyck 2012, 108‒9). The interests 

of important patrons in solving the questions arising from complexity (ibid., 110) were also 

important. For instance, Ford Foundation’s massive support for decision theory led to the 

remoulding of Carnegie Tech’s Graduate School of Industrial Administration’s (GSIA) school 

of management around the sciences of choice in the 1950s and 1960s (ibid., 108, 110; 

Backhouse 2010, 47). GSIA “became the new model both intellectually and institutionally for 

the new MBA or MA in government/administration programs”, as Stanford and University of 

Chicago, among others, transformed their management programs along the same lines (Heyck 

2012, 108). 

In the end, however, RCT gained prominence due especially to the national security interests 

of the US in the early Cold War period (Backhouse 2010, 43). It was an intellectual effort to 
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secure capitalism and liberal democracy in an age of the Soviet military threat, mass democracy, 

and the radicalism of the 1960s (Amadae 2003, 28‒31, 76). The fact that RCT was partly based 

on the neoliberal conception of information and markets conditioned the form of the defence of 

the status quo: neoliberalism in the forms of strategic rationality and markets have only become 

more prevalent in both public discourse and governmental praxes after the end of Cold War, 

undermining notions of common good, democracy, and ethics of civil service36 (e.g. Amadae 

2016).  

For example, Arrow’s “Impossibility theorem” (1951), holds that “the only methods of passing 

from individual tastes to social preferences which will be satisfactory […] are either imposed 

or dictatorial”37 (Mirowski 2005, 95). According to Arrow’s theorem, therefore, collective 

rationality and individual ‘sovereign’ decision-making through the democratic process become 

logically incompatible, leading to the “claim that market expression of citizen preferences was 

a faithful and dependable representation of their desires, whereas standard majority voting 

procedures were not”38 (Mirowski 2005, 95). Coupled with the neoliberal redefinition of 

sovereignty in terms of ‘consumer sovereignty’, this has given rise to a re-conceptualisation of 

the market as the democratic forum par excellence39 (e.g. Olsen 2018). 

Though it is not reducible to neoclassical economics, RCT and its quick spread cannot be 

wholly divorced from it40. As the Arrow example suggest, he can only make the argument by 

upholding certain key propositions that had emerged with marginalism and the subsequent 

early-twentieth century neoclassical economics. The idea that preferences are ordinal, that is 

interpersonally incomparable, was already the basis of neoclassical economics (Varoufakis 

2002, 84‒85), and the methodological assertions concerning the status of universal laws and 

universal reasoning had been introduced by the marginalists (Milonakis & Fine 2009, ch. 6) 

Rationality-as-transitivity was still at least as central in showing that collective rational 

                                                 
36 Some developers, like James Buchanan, were also ‘card-carrying’ neoliberals (Plehwe 2009, 18). 

37 This expanded his above-presented (Arrow 1950) argument. 

38 Samuelson’s ‘theory of revealed preferences’ could be interpreted as an example of this (Heyck 2012, 109).  

39 Amadae (2003, 117) points out, however, that Arrow’s impossibility theorem also applies to the market. Therefore, the fact 

that it has been interpreted as its vindication should perhaps be understood as a result of the wider influence of neoliberalism. 

Nonetheless, Arrow also professed his own defence of consumer sovereignty (Amadae 2003, 107). 

40 It is problematic that Amadae’s (esp. 2018) narrative decouples economics all but entirely from the rise and expansion of 

RCT. Mirowski (2005, 91) bemoans that part of Amadae’s account in which the absence of the budget constraint translates 

into the complete non-appearance of neoclassical economic theory in the spread of RCT. Amadae’s (2003, 2018) central 

point, namely that RCT was developed mainly as a result of the” requirements of the [US] national security state” (Mirowski 

2005, 89), is extremely important, but does not in itself nullify the larger context in its development and expansion. 
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expression of ends, e.g. in the form of resource allocation, was impossible due to the problem 

of intransitivity (Amadae 2003, 103‒5). 

The market expression of preferences, secondly, could not have been a possible ‘solution’ to 

the perceived problem without the formerly constructed abstract conception of the market that 

had arisen hand in hand with neoclassical economics. Additionally, most of the developers, 

from Morgenstern and Raiffa to Arrow, James Buchanan, and Mancur Olson were economists 

by training. In a sense, then, even if pre-WWII neoclassical economics did not harbour a concise 

theory of choice, and the impetus for the new conception of rationality came largely from the 

outside, it was nevertheless economists who reconstructed economics in this direction. 

Summarising the Building-blocks  

The changes with regards to the concepts of choice, information, and market were coupled with 

the mathematisation of economics, or the formalist revolution. The Cowles Commission’s role 

was central in the introduction of rigorous mathematical econometrics to the discipline (Yonay 

1998; Mirowski 2002; Van Overtveld 2008, 37).  

The origins of high-powered mathematical economics in the US are in the Econometric Society 

and its journal Econometrica, founded in 1930 and 1933, respectively. Both were supported by 

the Cowles Commission (Yonay 1998, 187‒88; Mirowski 2002, chs. 4‒6). The dramatis 

personae of this approach were a group of US graduate students, most prominent among them 

Samuelson, Arrow, Milton Friedman, and George Stigler18, together with John R. Hicks and 

Robbins of LSE (Yonay 1998, 185‒6).  

According to Philip Mirowski (2002, 266), mathematisation was perhaps the foremost outcome 

of the Cowles program since it delineated the disciplinary boundaries of economics in terms of 

mathematics: trespassers (those uninitiated in the high-powered mid-century mathematics) to 

the discipline were easily recognised and repelled41. Within a few years after the appointment 

of Tjalling Koopmans as the research director of Cowles (1948), its professed mathematical 

economics (as opposed to the illustrative statistics of US institutionalism) “became the only 

legitimate method in the field of economics” (Yonay 1998, 188), giving rise to a change in the 

meaning of empirical work. It was now understood in positivistic terms of formal testing of 

hypotheses derived from neoclassical theory (Backhouse 2010, 41).  The importance of these 

                                                 
41 Mathematisation removed history definitively from the discipline’s core (e.g. McCloskey 1976, 434). De-historicisation 

also included the history of the discipline itself (Backhouse & Fontaine 2014).   
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methodological guidelines for cliometrics ‒ and therefore for naturalisation ‒ will be shown in 

the next section. 

These transformations occurred first in the US, from where they were then exported to the world 

as the US-type neoclassical synthesis42 became globally dominant (e.g. Tabb 1999, ch. 9). The 

historicistically-oriented US institutionalism “began to be displaced by a more formal, abstract, 

and ahistorical neoclassical economics” in the late 1940s (Backhouse & Fontaine 2014, 187).  

The above-mentioned aspects ‒ game theory and mathematics, abstract choice, the rise of 

information and the accompanying ahistorical and universal conception of The Market ‒ also 

characterise historical economics. These are accompanied by the twin-belief in universal laws 

and the universality of reason (Amadae 2003, 122), which had overall wide-ranging effects on 

the ‘reach’ of economic analysis. As Mirowski and Nik-Khah (2017, 18‒19) note, the three 

basic components that have guided economic research from the 1950s onwards make it possible 

to explain non-economic phenomena ‘economically’. First, utility functions, pace Arrow, that 

is “consistent well-behaved preference ordering [i.e. transitivity]” are used to mirror individual 

mind-sets; second, rationality is further modelled through “formal axiomatic definitions”, such 

as the famous maximisation postulates21; third, a variant of methodological individualism is 

used to reduce the social to the individual by applying the second component to the first 

(Mirowski & Nik-Khah 2017, 19). The existence of the social as opposed or next to the 

economic is thus possible to explain ‘rationally’ in the sense that it results from the individuals 

maximising their self-regarding preferences in the context of information asymmetries. This 

logic is also crucial for naturalisation of capitalism. 

4. Transformation of Economic History: Naturalisation ascendant 

As was argued above in relation to the marginalist revolution, economic history did not exist as 

a distinct discipline before the late nineteenth century. Its emergence is tied to the development 

of economics as an abstract and deductive science, as both the GHS and the British Historical 

School (BHS) arose to oppose it in terms of both its method, and its political implications 

(Milonakis & Fine 2009, chs. 5‒6, 8). The universalistic, static, and ahistorical framework, 

together with the generalised naturalising conclusions in favour of free trade had angered 

historicist scholars from the mid-nineteenth century onwards, but the Methodenstreit, together 

with its British equivalent that culminated in the debate between Alfred Marshall and William 

Cunningham in the 1890s, resulted in a disciplinary divorce (Freeman & Louçã 2001, 16; 

                                                 
42 On the RANDite origins of New Keynesianism, see Amadae (2003, 169‒70) and van Overveldt (2008, 37). 
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Hudson 2016, 20‒23). Capitalism remained an important concept for both the GHS (e.g. 

Sombart 2017; Weber 2001 [1930]) and BHS (e.g. Tawney 1964 [1922]), and US 

institutionalism (e.g. Commons 1924) in the first part of the twentieth century. 

In Britain, economic history gradually emerged as a distinct discipline from the turn of the 

twentieth century as the BHS became extremely empiricist and therefore opposed against the 

use of any theory (Milonakis & Fine 2009, 151‒52). The discipline of economic history 

received much attention and developed throughout the 1920s and 1930s due especially to the 

historical context; the worldwide instability, the Great Crash of 1929, and openly conflictual 

class relations stood in stark contrast to the equilibrium-centred analysis of neoclassical 

economics, elevating the need to understand the economic past (Boldizzoni 2011, 4). 

British economic history evolved in two different directions: the ‘reformist’ tradition of, for 

example, Richard Tawney, and the ‘neutralist’ tradition of J. H. Clapham and T. S. Ashton 

(Milonakis & Fine 2009, 154; Hudson 2016, 23). The former was a descendant of the earlier 

historicism in its opposition to economic theory, reliance on qualitative evidence, and its 

support for social reform. Developing toward social history, sociological issues and concepts 

such as class were central to it and it took issue with the social consequences of industrialisation, 

often from a critical perspective (Fine & Milonakis 2009, 154‒55).  

The ‘neutralist’ tradition, on the other hand, was more oriented toward both neoclassical 

economics and quantitative evidence. Milonakis and Fine (2009, 155) even call it a precursor 

to cliometrics. Ashton, Clapham’s successor as the leader of the school, radicalised the 

approach by fully re-forging the link between economics and economic history by applying 

Marshallian economics directly to the quantitative economic history produced by the tradition. 

Politics and ideology were never far away from this equation: the Industrial Revolution and 

capitalism ‒ already celebrated by Clapham in contrast to, say, Tawney (e.g. Hudson 2016, 22‒

23) ‒ received a novel facelift by Ashton (1954) in Capitalism and the Historians. 

The book was edited by Hayek and was based on the proceedings of an MPS meeting in 1951 

(Hayek 1954a, v). In many ways, it prefigured the subsequent development of historical 

economics. Both Hayek (1954b) and Ashton (1954) bemoan the prevalent negative 

interpretation of industrialisation and capitalism that they see as having arisen due to Marx, US 

institutionalism, and the GHS. Importantly and in contrast to the prevalent mood among 

economic historians, neither of them sees any analytical value in using the term ‘capitalism’ 

and use it mainly because their adversaries do so. For example, Hayek (1954b, 15) ‒ who, 
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remember, stressed the naturalness of individual responses to market mechanism ‒ thinks it is 

“misleading to speak of ‘capitalism’” as if it was a qualitatively different social order in 

comparison to what existed before it. He (Hayek 1954b, 14) proposes a contrasting narrative 

that stresses the fact that the Glorious Revolution brought about a sudden “freedom of economic 

activity” as political power became more limited, which resulted in rapid economic growth. As 

in the traditional commercialisation model, capitalist economic activity is just waiting to be 

freed from the yoke of various restrictions (cf. Wood 2002, chs. 1‒2). 

Additionally, as if anticipating what was to happen in just a few years, Hayek and Ashton call 

for a much closer application of economic theory to history to remedy the situation. Ashton 

(1954, 57), for example, explicitly states that the absence of neoclassical theory had led 

economic historians to what he describes as “political conclusions.” An important precedent of 

ahistoricist historical economics, then, or “the crucial link” between more traditional economic 

history and cliometrics (Milonakis & Fine 2009, 155), came from the MPS (Dugger 1995, 457).  

In fact, resistance to historicism and its condemnation as politically motivated was part of the 

MPS from its inception. The 1947 MPS draft statement of aims43 ‒ in the end never agreed 

upon ‒ contained an explicit anti-historicist element (Plehwe 2009, 22‒24; Kiely 2018, 38‒39). 

Also, the (diluted) published ‘Statement of Aims’44 lays the blame for the rise of ‘collectivism’ 

partly to “the growth of a view of history which denies all absolute moral standards”, and calls 

for “[m]ethods of combating the misuse of history for the furtherance of creeds hostile to 

liberty.” (Plehwe 2009, 24‒25, emphasis added) For neoliberals, to be clear, ‘liberty’ or 

‘freedom’ is axiomatically negative (freedom from) (Mirowski 2013, 61) and denotes 

especially ‘economic’ freedoms to globally own, invest, and profit from property, what 

Slobodian (2018, ch. 4) calls the “rights of capital”. 

This contextualisation helps us to historicise and better understand why cliometrics, pace 

Boldizzoni (2011, 5) is not about writing better history, but about creating “narratives of the 

past compatible with neoliberal45 economics”; simply put, the universalism inherent in 

neoliberal thought requires the abandoning of historical sensitivity at the heart of ‘traditional’ 

economic history. The transformation of economic history could thus be seen as being either 

                                                 
43 Among its drafters were Hayek and Walter Eucken (Plehwe 2009, 22). 

44 Drafted by Lionel Robbins (Plehwe 2009, 24). 

45 It should be noted that Ordoliberalism (the variant of neoliberalism among German-speaking social scientists) does not 

have such an uncritically applauding understanding of capitalism as Hayek and Ashton have (e.g. Friedrichs 1955, 509‒

10fn2). 
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involved in the Neoliberal Thought Collective’s (NTC) (e.g. Mirowski & Plehwe eds. 2009) 

rise to prominence, or one of its immediate effects. The following sections on the transformation 

provide more detailed analyses on the relationship between the two. 

From Cliometrics…  

Cliometrics emerged in the late 1950s as a self-identified effort “to redefine and quantify 

economic history” (Freeman & Louçã 2001, 9). Its distinguishing aspect was “not so much the 

use of ‘econometrics’ but the use of economics‒the application of standard economic reasoning 

in the posing and answering of historical questions”  (Wright 1971, 416, quoted in Boldizzoni 

2011, 10). Robert Fogel and Stanley Engerman (1974, 8‒9, quoted in Freeman & Louçã 2001, 

15) state that the “invasion” into the field of history from the late-1950s onward was a 

movement of academics “armed to the teeth with statistical methods, computer programs, and 

mathematical models of human behavior.” The hallmarks of RANDite/Cowlesian decision 

theory are clearly visible amid the bellicose language.   

The fact that cliometrics was developed at Purdue University from the turn of the 1960s 

illustrates these deep connections cliometrics had with the mathematical post-war neoclassical 

economics. As “a center of excellence for aeronautical engineering”, following the drafting of 

science to help with the war effort in the WWII, it had state-of-the-art technology at hand to 

respond to the mathematisation of economics (Boldizzoni 2011, 11). In fact, it might be more 

accurate to say that the staff at Purdue was not simply responding to the changes in economics. 

Stanley Reiter, the coiner of the term ‘cliometrics’ (ibid., 10fn3), was also knee-deep involved 

in the transformations in economics. He studied under Leonid Hurwicz and Milton Friedman 

and was one of the most involved ‘Cowlesmen’ in the construction of economics of 

information; Purdue University’s economics department was turned into a “Cowles outpost” 

between 1954 and 1967, due largely to his efforts (Mirowski and Nik-Khah 2017, 94‒98). 

Reiter collaborated with Lance Davis and Jonathan Hughes, one of the first 

cliometricians (Goldin 1995, 191). North and Fogel, the two central protagonists of ahistoricist 

historical economics (e.g. Freeman & Louçã 2001, 13) and the 1993 co-winners of the Swedish 

Riksbank Prize, were also involved in the scholarly meetings of the cliometricians in the 1960s 

at Purdue. This academic climate established Purdue’s “glorious decade of prominence in 

cliometrics” (Goldin 1995, 193). Cliometrics was seemingly inextricably tied to the post-war 

evolution of economics in the US that was covered in the previous chapter.  
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In the UK, where marginalism was dominant in the economics departments from 

Marshall’s Principles of Economics onward, economic history had survived by aligning itself 

with history (Milonakis & Fine 2009, chs. 7‒8). It had gained disciplinary independence from 

economics in the process, which shielded more ‘traditional’ economic history from cliometrics 

for a much longer period (Hudson 2016, 21). In contrast, the institutional context of the US 

academe differed from the British in two important ways. First, it was much more pluralistic: 

US institutionalism held sway, as already argued, at least until the post-war period and 

marginalism was negligible in its influence (Milonakis & Fine 2009, 157‒58). As a result, the 

more ‘traditional’ study of economic history had often remained tied to economics departments 

(Lamoreaux 1998, 60‒61). Second, it was much more competitive economically (Coats 1980, 

195‒96). 

Economic history had, therefore, no profound disciplinary autonomy and economic historians 

‒ who had mostly abandoned neoclassical economics as ill-suited to the study of history ‒ 

worked in the fringes of both history and economics (Lamoreaux 1998, 60‒63). This made them 

much more vulnerable to the ebbs and flows of academic fashions in economics. The diluvial 

effects (to continue with aquatic metaphors) of the increasing competition and even 

outright contempt they faced during the axiomatization and mathematisation of the discipline 

was moreover amplified due to the pressures of the national security state of the early Cold War 

period. As the previous chapter established, both public and private funds flowed to transform 

social sciences along positivist lines and RCT (Mirowski 2005, 89). During this heyday of 

positivism in social sciences, ‘traditionalist’ economic historians in the US were being 

increasingly pressured by their universal-theory-inclined neoclassical peers to produce 

‘rigorous’, that is formally modelled and parsimonious, analyses of the economic past as a 

“survival strategy” (Coats 1980, 190, 198‒9).  

Cliometricians answered the call and set forth to produce ‘rigorous’ history, based on the 

“articulation of clear, testable hypotheses” (Lamoreaux 1998, 59). As a result, cliometrics 

became the new orthodoxy in economic history in just a few years (Freeman & Louçã 2001, 

13); ‘traditionalist’ economic history was deemed increasingly fallible due to its perceived 

nature as antithetical to “the most fundamental propositions in economics.” (North 1965, 90) 

Within the context of the funding environment, then, the ‘new economic historians’ started to 

exert similar policing techniques as their neoclassical counterparts by starting to enforce the 

‘borders’ of the discipline. As is evident, this was in line with Ashton’s (1954, 57) argument. 
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Additionally, there are ideological elements to the quick transformation of economic history. 

After the McCarthyite witch-hunts, many people turned away from potentially ‘too political’ 

research questions, such as the history of capitalism and poverty; “positivistic techniques and 

orthodox neo-classical models” proved a suitable (though no less ideological) alternative46 

(Coats 1980, 203). The ideological underpinnings of cliometrics ‒ especially the appraisal of 

the market ‒ also suited the more traditionalist historians rather well (Lamoreaux 1998, 70). 

“[T]he assumptions about economic rationality that most cliometricians shared were not 

seriously at variance with the assumptions about the popular acceptance of capitalism that 

underpinned consensus history, the dominant intellectual tradition at the time.” (Lamoreaux 

1998, 72) Similarly, the discourse on economic development, in the context of the Cold War 

and decolonisation was still very much tied to the ‘Rostowian’ US/West-centric teleological 

modernisation paradigm (e.g. Tipps 1973, 200), which the cliometricians certainly shared. By 

1966, Harvard, Yale, Berkeley, Stanford, and Chicago, to name some of the influential 

universities involved, had already well-established programs in cliometrics (Coats 1980, 198).   

The economic theory to be applied to history was probably never in question given both the 

general intellectual-institutional and socio-political climates, and the fact that this 

transformation was largely caused by young neoclassical economists streaming to the study of 

American economic history (Coats 1980, 198). Tjalling Koopman’s letter to Jacob Marschak 

in December 1946 makes it moreover clear that the econometric methods of the post-war 

period, developed and institutionalised by the ‘Cowlesmen’, were inextricably tied to a specific 

kind of neoclassical economics: “econometric research of the type in which we are engaged in 

is essentially based on modern theories of economic behaviour” (Mirowski 2002, 247fn17); in 

effect, to be able to embrace the former, one would first have to embrace the latter. 

The use of neoclassical economics, then, seems to have been at least partly affected by the 

appliance of the formalist mathematical paraphernalia. This meant, above all, the acceptance of 

methodological individualism and the universalistic, axiomatically forward-looking (remember 

that life-histories are messy), and self-interested rationality principle from neoclassical 

economics as ahistoricist foundations for historical research. In a sense, “economics claimed 

history back into its province” (Freeman & Louçã 2001, 16) to a large degree in the sense that 

Ashton and Hayek had hoped. Furthermore, this implied the adoption of the positivist idea of 

the necessity and viability of a general science, modelled essentially on natural sciences 

                                                 
46 Coats (1980, 203) also notes that this was also the case with Mertonian and Parsonian functionalist sociology. 
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(Freeman & Louçã 2001, 20). C. G. Hempel’s (1942) covering law explanation ‒ a phenomenon 

is to be explained through deductive reasoning by subsuming it under a general law, that is, as 

an example of empirical invariance (Patomäki & Wight 2000, 228) ‒ became 

the differentia specifica of cliometrics47 (Freeman & Louçã 2001, 14, 20), following from the 

altered meaning of empirical work in economics as hypothesis-testing. Through the ahistoricist 

foundations and Hempel, universalism became ascendant. 

The specific way of testing hypotheses became another distinctive trait of cliometrics, as 

multivariate regression analysis was hoisted above earlier techniques, such as time series 

analysis. Without going too much into the details, in its essence, as Boldizzoni (2011, 12) 

notices, this shifted the responsibility of data-interpretation from the historian to the technique: 

“a multivariate regression gives rise to a set of correlations between dependent and several 

independent variables, each potentially able to explain the phenomenon with a certain 

probability and magnitude. Multivariate analysis thus becomes an explanatory tool.” The 

problematic effect of assigning causality based on mere correlation flows rather directly from 

the axiomatic form of deductive reasoning. It already contains a theory of causation based on 

the deduction, and only on the deduction: it is both unilinear and “abstracted from the socio-

historical context” (Fine 1980, 12). No wonder, then, that perfectly logical deductions can 

produce historical ‘explanations’ that are profoundly ahistoricist (as will be shown). The reason 

that such ‘explanations’ are accepted as such in the first place by historians seems to lie in the 

prevalence of positivism. 

At its most extreme, ‘positivistification’ gave rise to a self-understanding of economic history, 

in the words of an influential cliometrician, as “a form of applied neo-classical economics” 

(Temin 1973, 8). There are two immediate concerns from a historicist point of view, both of 

them tied to naturalisation. 

First, when history is seen as a ‘laboratory’ for testing neoclassical theory, it is effectively 

understood to be similar to the present. This is based on, secondly, the axiomatic nature of 

neoclassical economics, which “implied believing in the existence of universal laws of human 

behaviour that were recognised a priori.” (Boldizzoni 2011, 11) An important basis for these 

ostensibly universal laws are the basic behavioural assumptions underlined by the neoclassical 

                                                 
47 Tony Lawson (2016, 32) argues that the use of mathematical modelling by neoclassical economics implies deductivism 

and atomism. 
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conceptualisation of rationality ‒ based on stable utility functions and maximisation postulates 

‒ and methodological individualism.  

Deductions based on such rationality postulates are at the heart of naturalisation. For example, 

the behavioural assumption component contained an a priori ideological assumption that self-

interested rationally maximising individuals were the norm of “human and social behaviour” 

(Freeman & Louçã 2001, 22). To anticipate the later arguments, the acceptance of ‒ for lack of 

a better concept ‒ homo economicus as the basis for historical research led to 

capitalist rationality, pace CPE and economics, being projected ever further back in history “as 

a constant in human behaviour” (Freeman & Louçã 2001, 21).  This could be described as the 

naturalisation of capitalist rationality or mentality and individualism, since both should rather 

be seen as arising as a result of capitalist social property relations and market imperatives rather 

than as general behavioural traits48 (inter alia Weber 2001 [1903], 23‒24; Bloch 1953, 41, 80, 

196‒97; Polanyi 2001, 49; on the cultural specificity of behaviour more generally, see Henrich 

et al. 2001). This is one of the many problems of atomistic methodological individualism. 

Constructing Consensual Past 

Fogel and Engerman’s (1974) Time on the Cross is an infamous example of the changed 

attitude toward history in cliometrics. The book argues that antebellum US slavery had been 

completely misunderstood; in short, ‘rigorous’ and ‘scientific’ history, it was claimed, showed 

again that the market worked (see also Lamoreaux 1998, 73).  Since earlier research had not 

utilised neoclassical economics and econometrics, the picture of the slave economy had been 

regrettably misinterpreted (Fogel & Engerman 1974, 4‒6). Slave-owners acted like proto-

typical capitalists by maximising their profits (e.g. pp. 73‒74) and the slaves were similarly 

rational actors making choices to maximise their self-centred gains much like anyone in a 

capitalist society. Slaves either sought to acquire their “preferred occupational positions” (p. 

40) ‒ though the authors do state that this was only possible for a clear minority ‒ or they sought 

to improve themselves and their labour efficiency being, as they were, driven by the “Protestant 

ethic”. The slave plantation worked according to the principles of neoclassical microeconomics, 

was more productive than the farms in the Northern US (ch. 3), and the quality of life of the 

slaves was in some ways higher than of the workers in the northern states (ch. 4, esp. 109‒17). 

Deductive reasoning and the extremely biased selection of samples, with the help of regression 

                                                 
48 Tellingly, people fail to live up to such behavioural assumptions even in capitalist societies (Milonakis & Meramveliotakis 

2012, 15). 
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analysis, produced a putatively historical work without any regard to the qualitative aspects of 

the analysed context (Boldizzoni 2011, 16).  

To understand Fogel and Engerman’s analysis of slavery it needs be placed in the wider socio-

historical context they were writing in. Similarly to RCT, the social struggles of the 1960s and 

1970s, especially the civil rights movement, had served to underpin the “original sin of the 

nation […] that had made a banner out of civil and political rights” (Boldizzoni 2011, 16) and 

it is clear from the outset of the book that it is these struggles about the history and legacy of 

the US that they attempt to intervene in. True, Fogel and Engerman (1974, 222‒32, 262‒64) 

stress that they seek to counter prevalent racist ideas that they see as further entrenching the 

idea people of colour were lazy and therefore always attempted to shirk, but the ideology that 

they foist in its place arguably does not do much to “redeem black history” (Freeman & Louçã 

2001, 22), since their conclusions can be summarised thus: “slavery was a highly efficient 

system based on a mutual agreement between benevolent, profit-maximizing masters and 

responsible, income-maximizing slaves.” (Boldizzoni 2011, 15) This should not come as a 

surprise since, as was already mentioned, the specific type of methodological individualism that 

forms the basis for the work is itself always already ideological, and naturalises capitalism. 

Indeed, a study claiming that perhaps the most disdained institution of American history was 

not only rational but also consensual was not able to convince many as non-ideological 

(Lamoreaux 1998, 73‒74).  

Time was, furthermore, quickly criticised for the abundance of crucial errors it contained (David 

et al. 1976). Moreover, the whole cliometrics approach was being increasingly criticised both 

from the outside and by way of “critical self-reflection” (Fine and Milonakis 2003, 550). 

Assumptions of perfect competition and the strange absence of institutions weighed especially 

heavy on its proverbial shoulders (ibid.); it was widely thought that the ‘new economic history’ 

needed to be somehow revised. Before we turn to the subsequent revisions, a few crucial notes 

on naturalisation are in order. Fogel and Engerman’s work did, after all, share certain important 

aspects with upcoming historical economics.  

What is naturalisation? 

In a sense, cliometrics helped to prepare the stage for naturalisation in economic history, as the 

points regarding the assumptions about human nature underpinning the understanding of history 

as a ‘laboratory’ already indicated. The related reified categories of choice, information, 

rationality, and The Market led similarly to interpretations of economic history that deny 

capitalism as a historically specific arrangement of social practices, and were the basis for the 
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naturalisation of the present. To substantiate what naturalisation means exactly, let us 

investigate some of its major aspects. 

First, Fogel and Engerman’s reliance on quantitative evidence, together its 

“decontextualisation […] from any qualitative reference” (Boldizzoni 2011, 16) such as the 

historical analysis of slavery as an institution radically different from a consensual market-like 

transaction, leads to universalisation of the latter. Naturalisation occurs here similarly to CPE 

and economics as the economy is studied in the abstract: the underlying social relations are 

omitted. Therefore, as Marx (1993, 87) so perceptively noticed, it is possible for capitalist social 

property relations and their aspects to be “smuggled in as the inviolable natural laws on which 

society in the abstract is founded.” All are thereafter “counterposing eternal and immutable 

economic laws to historically transient and alterable socio-political conditions” (Rubin 1979, 

168).  

The belief in the possibility of de-contextualisation and disregarding historically specific 

meanings of ‘data’ ‒ ahistoricism ‒ had likely grown due to the a priori embrace of the 

ahistorical framework of the universal theory of choice. For example, by following RCT and 

the work of such well-known economists as Gary Becker (e.g. 1976), everything can, in 

principle, be interpreted as a market ‒ or “capitalist exchange”, as Naomi Lamoreaux (1998, 

70) perceptively calls it.  Arguably, this universalisation of market exchange translates to 

naturalisation of what are assumed to be mutually beneficial transactions (the market allegedly 

works in the benefit of all) (cf. Lamoreaux 1998, 70) by ‘smuggling’ them in as the supposed 

basis of even a radically different institutional complex resting on specific social relations. 

The post-war character of economics is clearly visible here, as choices ‒ understood as if they 

were market-like transactions ‒ are ubiquitous in ahistoricist historical economics: 

“cliometricians consciously aimed to expand the domain of neoclassical economics by 

emphasizing the pervasiveness of the market process” that they thought was aptly analysed by 

the theory (Lamoreax 1998, 69). This way, pace commercialisation thesis, there ceases to be 

anything qualitatively novel in economic history. Incidentally, due already to the behavioural 

assumptions, this kind of economic history seems to confirm the belief what the proponents 

already espouse to know, and, more importantly, seek to show, namely that the market ‘works’, 

as Deirdre McCloskey (1978, 21) long ago noticed.  

Second, the idea that people are able and free to make such choices about socio-political 

institutions (slavery versus capitalist wage-labour, for example) as if selecting reified 
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institutions based on their costs and efficiency without any regard to their spatio-temporal and 

social-relational specificity, assumes such freedom and cost-benefit analysis as the driving 

forces of history. This is often tied to the belief that people tend naturally toward a very 

particular institution (The Market) in the absence of various political or juridical fetters. As was 

already argued, such a narrative has been part and parcel of the commercialisation model from 

CPE onward. 

Furthermore, even if it is conceded that markets do not exist at a particular instance (something 

that not all historical economists do), their absence can be “explained” as a result of choices-

as-market-like-transactions in a profoundly tautological fashion that respects the axioms of 

methodological individualism and maximisation postulates. Similarly, when market 

imperfections ‒ usually information asymmetries and imperfections ‒ are acknowledged to 

exist, they result in what is seen at most as an inferior substitute for the idealised and reified 

‘properly-functioning’ market. In these ways, the commercialisation thesis is refined as 

historical economics argues that the market or its so-called substitutes emerge only when it is 

(theoretically) in accord with the agents’ maximising calculations. 

This approach is best exemplified by, most prominently, NIE and Douglass C. North, and they 

are contemporarily reproduced, in a slightly altered form, in the work of Acemoglu and his co-

authors (e.g. Acemoglu & Robinson 2012). The former chapter underscored Hayek’s influence 

in naturalising the capitalist market, and one can reach the above conclusions with the help of, 

for instance, game theory, as Boldizzoni (2011, 56‒57) has shown with regards to Avner Greif 

(2006). 

Third widespread aspect is providing an account of economic history in a manner that 

disregards and seeks to minimise arguably grim aspects of, for example, the historical 

accumulation of wealth in the US and globally, the unequal effects of which are still visible in 

the contemporary era. It also conveniently omits the role of the ‘bloody legislation’ in the 

construction of the capital relation. The absence of power relations from the decision-theoretic 

framework makes such a positive perspective possible. Moreover, The Market ‒ or exchange ‒ 

is seen as an inherently positive force wholly devoid of coercion (here one can see traces of the 

classical doux commerce thesis) and civilisations are ranked in relation to the extent of market 

relations governing social life. This narrative has much affinity with a Whiggish interpretation 

of the past, where there is an inevitable progression (also in the normative sense) toward the 

present (on Whig history, see Butterfield 1931 and Patomäki & Morgan forthcoming, ch. 1).  
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These are all, to varying degrees, part of latter-day ahistoricist history, as much as they are a 

seemingly close replication of neoliberal ideology. At this point, one can conclude that the 

above accords well with three important aspects of neoliberal thought identified by the political 

theorist Jessica Whyte (2019a; 2019b). These are, first, the racialized worldview that equates 

civilisation with extended market relations (that is, Anglo-Saxon capitalist societies): the lack 

of impersonal market relations (the mark of civilisation) is explained by cultural, political, and 

ideological barriers in the non-Western world. Second, the doux commerce thesis that detaches 

violence from commerce and the values that underpin it and argues that increased trade brings 

about decreases in violence. Third, the belief that politics (especially the state) is the root of 

social problems and ‘civil society’ (market relations) is the answer. When put together, all are 

also clearly tied to the central assumption of commercialisation thesis: there are only ever fetters 

to naturalised economic development. This seems to be, then, the basis for the connections to 

neoliberalism that Boldizzoni (2011, 5) sees characteristic of ahistoricist historical economics 

and that above were traced back to Hayek and Ashton. We will next see how NIE relates to 

these issues. 

… to New institutional economics  

Following the criticisms of cliometrics, historical economics developed in a new direction. The 

most influential examples of this sequence are North’s accounts of economic history. This 

“newer economic history” (Fine & Milonakis 2003, 550) is based on NIE. Even if it claims to 

be doing more historical and ‘realistic’ work, it shares its naturalising impulses with cliometrics. 

New institutional economists regard three economists as the central figures in the formalisation 

of what appears to them as rather vague pre-existing thought on institutions within 

economics49 to a full-blown and rigorous institutional economics (e.g. Menard & Shirley 

2014, 13; Furubotn & Richter 1998, 436). These are the MPS member Ronald Coase (1937; 

1960), the GSIA graduate Oliver Williamson (1975) and Douglass C. North (North & Thomas 

1973; North 1981).  Two questions figured most prominently in the development of NIE: “Why 

make or buy? Why rich or poor?” (Ménard & Shirley 2014, 13). The first one investigated the 

reasons for the business firm’s existence, and the second was geared toward understanding what 

                                                 
49 This ‘vague’ and ‘non-rigorous’ economic thinking on institutions is exemplified in the work of the older US 

institutionalism. The reason why such highly original and insightful thinkers such as Thorstein Veblen can be seen as 

producing ad hoc-like accounts of institutions lies in their rejection and criticisms of marginalist/neoclassical economics as 

unable to produce meaningful analysis of the really-existing economy (e.g. Veblen 1909; cf. Mirowski 1988, ch. 4). Coase 

(1998, 72), for example, bemoaned the old institutionalists’ anti-theoretical nature: “without a theory to bind together their 

collection of facts, they had very little they were able to pass on.” Importantly, later in the same article, he (ibid., 73) claims 

that the analytical tools of neoclassical (micro-)economics “should [be] use[d] […] to study the economic system.” 
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has come to be known as the ‘Great Divergence’, the West’s historical ascendancy to the 

dominant position in the global political economy. We will return to North ‒ whose intellectual 

career sought answers to the latter ‒ but it is first important to take notice of the first question 

and the character of NIE more generally because it, too, contains a seemingly historical 

explanation, and because it has been very influential for rational choice political economics. 

The firm  

The firm was Coase’s (1937; 1960) and Williamson’s (1975, 1985) major research interest. It 

seemed a curious and unnecessary institution from the point of view of standard (GE) 

neoclassical economics, since it conceives markets as automatically equilibrating demand and 

supply through the price mechanism (e.g. Ménard & Shirley 2014, 14). In short, the proponents 

argued that firms existed to minimise transaction costs. The reason why standard neoclassical 

economics could not account for them was seen to lie in the assumption of zero transaction 

costs. 

The existence of transaction costs is the first of three ways in which new institutionalism 

criticises or refines neoclassical economics, the other two points being the assumptions of 

perfect information and perfect rationality (Ménard & Shirley 2014, 17).  

Transaction costs is a term popularised by Williamson (1979), and in fact, Coase’s seminal 

articles for NIE, ‘The Nature of the Firm’ (1937) and ‘The Problem of Social Cost’ (1960) talk 

about “the costs of using the price mechanism” and “Costs of Market Transactions”, 

respectively. Even if transaction costs are defined differently in the NIE literature, two aspects 

are shared. They are the centrepiece for the analysis (Furubotn & Richter 1991, 11) and in their 

presence, it is thought, “markets and prices are not sufficient to create neoclassical equilibrium 

(‘efficiency’).” (Ankarloo 2004, 13) 

These insights from the existence of the firm are then generalised to a universal theory of 

institutions and organisations (Fine & Milonakis 2009, 81), and a theory of economic history 

in North’s case, even if he differs from the assumption that institutions are always efficient 

(from North 1981 onward). For example, transaction costs lead to the assumption that property 

rights, together with particular political institutions, are indispensable for the ‘proper’ 

(idealised) working of markets and, therefore, better economic performance because they 

decrease transaction costs that themselves condition the explicitly Smithian narrative of trade-

based division of labour (Coase 1998, 73). The belief that there exists a sort of ‘natural’ 
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functioning of markets that is impeded by a faulty or insufficient institutional structure is 

already visible here.  

Williamson’s (1985) The Economic Institutions of Capitalism is an important example of the 

former. It is curious in the sense that it does use of the term. Could NIE perhaps offer a more 

specific and historically grounded explanation of capitalism? From the start, though, 

Williamson (p. 1) defines his approach in opposition to understandings of capitalism in terms 

of class relations and power. He conceives capitalism through markets, firms, and relational 

contracts (p. 16) but does not delve into their history. In fact, since all of these exist to 

“economise on transaction costs” (p. 17), history becomes irrelevant. Markets are obviously 

conceptualised in an abstract and ahistorical sense. 

Notwithstanding the criticism of economics, NIE is nonetheless very close to post-war 

neoclassicism, especially the information-theoretic variant. First, Dahlman (1979, 148, quoted 

in Fine & Milonakis 2009, 80) has argued that even though transaction costs are said to arise 

from, for example, bargaining, policing and decision costs, they can all be conceived in terms 

of costly information (see also Coase 1998, 73 and Temin 2013, 13). This is evident from 

Williamson’s (1985) book, for example, as he draws his understanding of the existence of the 

firm largely from Arrow’s (1959, 1963, cited on p. 9) dictum that firms exist to solve 

information problems. 

Second, Herbert Simon and his idea of ‘bounded rationality’ figure prominently in the NIE 

literature (e.g. North 1990, 22‒23; Fine & Milonakis 2009, 80). Both are also central for the 

economics of information (Mirowski & Nik-Khah 2017, 89‒92). Bounded rationality refers to 

the fact that the human brain, because of its “limited computational capacity” (Williamson 

1985, 41), is unable to fully account for the complex world. This definition together with 

Langlois’s (1990, 61, quoted in Fine & Milonakis 2009, 82) observation that the idea of 

“bounded knowledge” is wholly omitted by the approach makes the connection to the 

economics of information even more evident. The replacement of the latter, dealing with 

profoundly unknowable and uncertain aspects of reality, for the former, dealing with calculable 

but too costly aspects, betrays the reified nature of information both the information-theoretic 

economics and NIE share. Not coincidentally, Williamson spent his formative years as a 

graduate student at Carnegie’s GSIA (Nobel Media 2020), one of the most prominent incubators 

of the theories of choice following Simon’s efforts (Mirowski & Nik-Khah 2017, 91). 
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Mirowski (1981, ch. 4) has furthermore shown that NIE’s discussion of institutions is 

underlined by the methodology of post-war neoclassical economics (cf. Hodgson 1994, 68–70). 

Its concepts and the paradigm itself were the result of the above transformations in economics, 

as many of the later proponents acknowledge. For example, in Institutions, Property Rights, 

and Economic Growth: The Legacy of Douglass North (2014) ‒ a book written as a celebration 

of North’s work ‒ NIE is in fact seen to have accomplished the expansion of “the reach of 

standard economic analysis by taking into account transaction costs and the importance of 

institutions and organizations as critical determinants of social phenomena” (Galiani 

& Sened 2014, 1)50.  Based on this, it is possible to explain the existence of the social in terms 

of the economic, that is, as a product of rational maximisation under uncertainty. Revealingly, 

information-theoretic economics relies on a similar strategy to explain institutions other than 

markets (Fine & Milonakis 2009, chs. 4‒5) 

In terms of naturalising historically specific phenomena, it is noteworthy that both Coase and 

Williamson begin from the assumption that markets are natural; a “primordial system” as 

Milonakis and Fine (2007, 48) put it, or, in the biblical terms of Williamson (1975, 21), “in the 

beginning there were markets”. The nature of these reified markets is left unspecified, but it is 

safe to say that they are not qualitatively different from the modern capitalist markets. In fact, 

capitalism had become, from the marginalist revolution onwards, defined through markets 

(Teschke & Wenten 2016, 165), as also the above reflection of Williamson (1985) showed. 

Nevertheless, the firm emerges to provide a substitute for markets because completely 

decentralised production would be extremely costly (Coase 1988, 7 quoted in Ménard & Shirley 

2014, 14). Crucially, markets have to be assumed to exist for the logic of the explanation to 

work (cf. Ankarloo & Palermo 2004, 413), otherwise non-market institutions and arrangements 

could not be seen to arise due to market imperfections. This benchmark of idealised neoclassical 

market equilibrium is moreover the ideal against which the workings (i.e. efficiency) of all 

institutions are evaluated (Fine & Milonakis 2009, 80). North even applies it to history, as we 

will see.  

This explanation of the firm is seriously flawed. From a logical point of view, the existence of 

exchange in the absence of production is impossible, and belongs to the fictional narratives of 

CPE (Ankarloo & Palermo 2004, 421; Milonakis & Fine 2007, 48‒49). In short, “markets 

                                                 
50 It is exactly this expansion into the social and historical that Fine and Milonakis (2009, ch. 5) see as initiating “new 

economics imperialism”. In short, market imperfections are used to explain the existence of social institutions.  
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cannot exist without institutions that solve the production problem” (Ankarloo & Palermo 2004, 

421). The prevalence of questions of exchange and consumption over those of production was 

established already with the marginalist revolution, leading to markets substituting capitalism 

as the centre of analysis. Nevertheless, the rise of the reified concepts of information and choice 

in the post-war period are arguably just as important for NIE’s ahistorical theory of the firm. 

Indeed, Herbert Simon provided the impetus for understanding the firm primarily through the 

prism of decision-making (Heyck 2012, 103). This reduced the choice between the market and 

the firm ‒ understood as direct alternatives following Arrow (1963, cited in Williamson 1985, 

9) ‒ to one of informational efficiency (e.g. Williamson 1985, 9). There is simply no place for 

social relations or history in such an analysis. 

The idea that firms exist to minimise costs is also historically problematic. The capitalist firm 

‒ and both Coase and Williamson are talking about the capitalist firm51 ‒ owes its existence to, 

first and foremost, a long historical process of changing historical social relations. NIE’s 

consensual interpretation of the rise of the capitalist firm (Ankarloo & Palermo 2004, 419) that 

takes markets as a given cannot account for this.  

For David Landes (1986), the enclosures and the evolution of the putting out system form a 

single contested and conflictual historical continuum that led, especially for reasons of profit-

maximisation from the part of the owners of the means of production to increase efficiency, to 

the centralisation of the production process in a single site. The production process underwent a 

significant transformation, as the market-mediated discipline from the capitalist class 

conditioned it to a growing degree; the rise of the factory cannot, therefore, be divorced from 

the imposition of class power (Thompson 1967; Marglin 1984). 

This transformation in production depended, crucially, on the prior existence of the social 

relation of capital (Boldizzoni 2011, 24). Alternatively, following chapter two, one might call 

this the prior existence of capitalist social property relations. The accompanying culture “that 

accepted its aims, that is, economic acquisition” was also necessary (ibid., 24‒25). A significant 

aspect of this culture was the ideology of improvement that connected profit-making and 

productive investments in the means of production to ideas about good neighbourliness and 

citizenship (e.g. Wood 2002, 105‒8; Sørensen 2018a, 2018b)  

                                                 
51 Interestingly, Geoffrey Hodgson (2001, 258) argues that Coase’s (1937) initial work deals specifically with the capitalist 

firm, and is therefore more historically specific than his (Coase 1960) later account of the firm, which adopts an ahistorical, 

universal framework to the study of the firm. What obviously lies between these two papers is the post-war transformations 

in economics. This difference in Coase’s outlook concerning historical specificity, then, could plausibly be a result of these.  
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Arguably, universalistic and ahistorical concepts like transaction costs are the reason the 

account is so problematic; for them to make sense, the existence of a society already regulated 

by markets has to be assumed. Historically, of course, this has only been the case with 

capitalism (e.g. Polanyi 2001, chs. 6‒7). The static equilibrium-centred neoclassical framework 

(Milonakis & Fine 2007, 49; Fine & Milonakis 2009, 84‒85) simply cannot account for 

historical specificity, as the framework leads to a complete absence of power and other 

“traditional variables across social theory” (ibid., 86). 

NIE and history: It is the market, stupid!  

Perhaps paradoxically given the logical and historical problems with the major concept 

(transaction costs) NIE became extremely central in the transforming discipline of economic 

history in the US, where it cemented its dominance from the 1980s onward (Ménard & Shirley 

2014, 23‒27).  European economic history was even then still much more ‘traditional’ in the 

sense that the discipline was often institutionally independent of economics, and stressed the 

fundamental difference between capitalism and what existed before it (Boldizzoni 2017, 256‒

57; on Britain, see Hudson 2016, 28; on Germany, see Hesse 2016, 103‒4, 106). 

North was the central figure in applying NIE to economic history to explain the phenomena of 

economic growth and stagnation. In addition to being one of the earliest proponents of 

cliometrics, he also figures prominently in the development of the theories of choice, especially 

new political economy, alongside Anthony Downs, Buchanan, Tullock, and Mancur Olson 

(Ménard & Shirley 2014, 25) since his work extends the framework to the study of the past but 

also toward the so-called ‘underdeveloped’ world (ibid., 25‒26; Leys 1996, ch. 4). 

Overall, North’s work has been extremely influential. He is especially renowned for having 

brought institutions and history “back” to economics (Fine & Milonakis 2003, 548‒49) and is 

cited across the social sciences as both a historian and an economist (Milonakis & Fine 2007, 

27‒28). One of the points of this section is to show how he has lend support to the idea that 

neoclassical economics can accommodate, and contribute to the study of, history, thereby 

potentially protecting it from accusations of unrealisticness and ahistoricalness. The specific 

ways in which such an intellectual strategy naturalises capitalism and is on par with neoliberal 

thought is the major emphasis of this section. The conclusions further show the effects on the 

practices of global (economic) governance. 

Since North’s work provides arguably one of the most elaborate attacks against the idea that 

capitalism is a historically specific phenomenon (Teschke & Wenten 2016, 167), his importance 
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for the naturalisation of capitalism is foundational. The hypothesises about naturalisation in the 

Cold War seems particularly pertinent here. Given that North was contributing to and drawing 

from the theories of choice (e.g. North & Thomas 1973, 159; North 1981) that were themselves 

a part of the ideological fight for liberal capitalism and against collectivism and Marxism 

(Amadae 2003), his work clearly contributed to this project. 

North’s problematique of economic history and the approach to which it gave rise, then, were 

conditioned by the social and political conflicts of his time and the intellectual currents brought 

about by them. In the post-war context of welfare states, the communist ‘Second World’, 

‘underdevelopment’, and statist developmentalism of the ‘Third World’, North’s major 

question became “Why were there ever anything other than markets?” (Krul 2018, 78). The 

attempt to deny capitalism’s historical specificity revolved, first, around North’s explicit 

efforts, visible already in the early 1970s, to provide a neoclassical economics-based account 

of history against his Marxist competitors (Krul 2018, 39). Thereafter, Karl Polanyi’s work 

played a large role in the development of his thought after 1978. 

Even though North’s work undergoes a series of important changes as he moves further away 

from the most unrealistic aspects of neoclassical economics (Krul 2018, esp. ch. 2; Vandenberg 

2002, 220‒29), this account underscores the similarities and continuing themes of his work, 

especially aspects tied to naturalisation of capitalism. These are visible throughout North’s 

work in the underlying values and dispositions, coupled with the ‘economics approach’. 

Additionally, it seems that most of the academics drawing from him have remained blissfully 

unaware that he grew increasingly critical of his own work, and usually cite the work published 

around the 1990s52 (Milonakis & Fine 2007, 28‒29). It is the work closest to neoclassical 

economics that seems to have resonated most widely among (historical) economists. 

Early North 

A first example is to be found in North’s early institutionalist history. In The Rise of the Western 

World (1973, ch. 3) and an article preceding it by a few years (1971) North and his co-author 

Robert P. Thomas explain the social relations of bondage between serfs and their lords 

emerging as a result of a consensual and mutually beneficial market-like transaction. The 

former exchanges labour-services for protection (from other lords) that the latter provides based 

on rational calculation by both parties to the alleged agreement. The arrangement arises, from 

                                                 
52 North’s co-author, positive political theorist John J. Wallis (2016, 942, 944) claims that for many people North’s best book 

was Structure and Change in Economic History (1981). 
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the point of view of the lords, due to the too high costs that would accrue from setting up market 

transactions53 (p. 20‒21) or from slavery, and, consequently, the turn to wage labour is 

explained in similar terms as a result of shifting relative prices. Institutional change therefore 

occurs when the benefits from the change outweigh the costs, and “efficient economic 

organisation”, the key to growth, is defined tautologically as that which, according to 

neoclassical economic theory, allows for activities bringing about growth (North & Thomas 

1973, 1) ‒ to be clear, this refers to private property and the market.  Overall, everything is 

based on rational calculation and rational choices. 

Such an explanation of serfdom and feudal lordship completely misinterprets the 

inherently unequal nature of the serf-lord relationship, as was already noted by Brenner (1985a, 

35fn12) in 1976. It does this, importantly from the point of view of the historical specificity of 

capitalism, by projecting a universalised conception of modern, capitalist market-mediated 

transactions back into the past as the basis for the social relations of feudalism. Individuals are 

simply seen as freely exchanging ‘scarce’ resources (means of protection and labour power). 

The similarities with Fogel and Engerman’s (1974) above-mentioned study are evident, as the 

reified choice forms the fundamental basis of the narrative in both. As McCloskey (1996, 123) 

stated a few decades later, the neoclassical economist sees (or wants to see?) choices where 

other social scientists see, for example, structurally conditioned and in effect unfreely (in the 

sense of free choice) produced outcomes. 

The account also steers neatly clear of the fact, tackled in chapter two, that it was precisely the 

lord that the peasants needed protection from. Violence and politico-legal inequality kept the 

peasant in their subaltern position within the political universe of the ‘Three Orders’ (Duby 

1980). As a member of the non-producing class, the lord appropriated the surplus above and 

beyond that needed for the social reproduction of the peasantry by means of ‘extra-economic’ 

coercion. No consensual transactions were made in the first place and if exchange itself is seen 

as the “contractual interchange of legal rights” (Hodgson 2015, 113), then it is obvious we are 

here dealing with an entirely different phenomenon. Furthermore, the idea that the lords would 

freely give up their social position and status ‒ the basis of their wealth ‒ as a result of a cost-

                                                 
53 When North (1981, 130) concedes that markets existed simultaneously to labour services after the tenth century, his 

account is contradictory. Markets’ absence is due to larger transaction costs than those of labour services, but they did 

somehow emerge, even though they were, according to him, a costlier option before their emergence! This is but one of many 

inconsistencies that arguably results from his methodological individualism and adherence to a rational choice framework. 

(cf. Milonakis & Fine 2007, 52). 
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benefit analysis in relation to demand-supply stimuli leads one to explain the emergence of 

capitalism as a result of capitalist dynamics. 

Polanyi’s Challenge 

Taking a few steps forward, Matthijs Krul (2018, ch. 2), together with Boldizzoni (2011, 21‒

25), in his critical analysis of the intellectual trajectory of North and NIE, has emphasised the 

centrality of Karl Polanyi’s ‘challenge’ to the evolution of North’s work from the earlier 

efficiency-centred analysis to a more complex one (North 1981, 1990, 2005). In his criticism 

of neoclassical economics, Polanyi (2001, chs. 4‒5) argued that it was both unsuitable and 

unable to analyse and explain the past and historical change. More contextual approaches like 

anthropology were necessary to come fully to terms with the past. Arguably, it was imperative 

to overcome this challenge to show that capitalism was in fact natural, as much as it was to 

show the analytic power of neoclassical economics.  

Polanyi sought to study different allocative systems of production and distribution on their own 

terms with his ideal-typical tripartite typology of reciprocity-redistribution-(market) exchange 

(1957 [1944], 47‒49), maintaining that the last had only existed for a few centuries as a 

dominating mechanism of production, redistribution and social reproduction; the birth of this 

market society was the ‘Great Transformation’ ‒ a bloody affair wholly dependent on state 

power (Polanyi 2001, chs. 6‒7; Marx 1993,chs. 26‒32). Whatever one might think of Polanyi’s 

explanation of the emergence of this market society (somewhat technologically deterministic, 

see Wood 2002, 24‒26), his analysis and conception of the market (rather neoclassical, see e.g. 

Wood 2002, 24‒26; Bieler & Morton 2018, 13), and the so-called double-movement of 

commodification-societal protection (quite functional and blind to specificities, see Patomäki 

2014, 740‒42), Polanyi did arguably point to a very important feature in socio-economic 

history, namely the curious historical specificity of capitalism, where production and social 

relations have historically been largely governed by the market (e.g. Wood 2002, 21‒24). 

Polanyi (2001, esp. ch. 4) argued, based on, for example, Bronislaw Malinowski’s 

anthropological study of the Western Melanesian islanders of Trobriand, especially the Kula 

ring, that what some might regard, mistakenly, as ‘economic’ behaviour in the modern sense ‒ 

exchange motivated by considerations of profit and economic gain ‒ is based on a completely 

different social-relational context. The reciprocal giving of gifts and redistribution in the 

context of the Kula ring, among other examples, means that there is no separate ‘economic’ 

sphere in which people maximise their self-interested gain, but the economic action is based on 

wider social and political considerations and norms (esp. p. 74). These, according to Polanyi 
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(and, for example, anti-formalist anthropology more generally), have to be studied in 

other terms than what neoclassical economics can offer with its self-interested maximisation-, 

efficiency-, and asocial equilibrium-centred principles. In a sense, one could interpret 

“Polanyi’s challenge” also as the “challenge of the historical specificity of capitalism”. North 

and NIE – following Hayek – obviously wish to ‘disprove’ this.  

North’s (1977) response to Polanyi is curious. On the one hand, he (pp. 703‒4) takes Polanyi 

and his analysis seriously ‒ a point that perhaps helps explain North’s later (limited) criticism 

of the unrealisticness of standard neoclassical economics ‒ given the apparent historically 

limited nature of market-exchange-based economic action: “[t]he stubborn fact of the matter is 

that Polanyi was correct” with regards to the historically limited existence of the ‘market 

society’ (North 1977, 706). In a sense, then, North seems to accept the historical specificity of 

‘price-setting’ markets, apparently departing from both Coase and Williamson. The challenge 

of Polanyi to neoclassical economics, then, has to be met on his own ground by providing an 

economic (choice-theoretic) explanation of “non-market allocative systems” (North 1977, 

706). Elsewhere, he (North 1978a, 974) even argues that this challenge “to widen” neoclassical 

theory’s “horizons” should be a significant part of the economic historian’s role.  

On the other hand, and in contrast to his preferred explanation, he (North 1977, 708) bemoans 

what he conceives as Polanyi’s “ad-hoc explanation” of non-market economic action, as well 

as his alleged “failure to grasp elementary economic principles” (p. 707) North and the 

cliometricians are always keen to resort to this accusation, spending rarely any time explaining 

what they mean by it ‒ or why neoclassical economics is fundamentally superior in accounting 

for them. Clearly only it can provide rigorous and comprehensive explanations and theories of 

human behaviour, for he juxtaposes “an economic explanation” with an “ad-hoc” one that he 

sees as “characteri[sing] historians and scholars from the social sciences.” (pp. 708‒9) As he 

elsewhere (North 1978b, 974) states, neoclassical economics is what has “made economics the 

preeminent social science by providing it a disciplined, logical analytical framework. To 

abandon neoclassical theory is to abandon economics as a science.”54 What North is obviously 

doing with such statements is enforcing or policing the disciplinary boundaries of economic 

history in terms of the ‘scientificnity’ of its methodology and theory. The universal framework 

of the post-war choice-theoretic economics would consign, in effect, historically specific 

explanations to the dustbin of history based on a very particular and much-criticised account of 

                                                 
54 See Lazear (2000) for a similar view. 
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science (for criticisms, see e.g. Bhaskar 1998, 136‒46); what would remain is a research agenda 

constituted by reified concepts and naturalising reasoning.  

Furthermore, it is clear that markets are only ever absent on the ‘surface-level’, so to speak, due 

to various restrictive conditions (mainly transaction costs). 

How do we account for substitutes for price-making markets of which families, firms, 

guilds, manors, trade unions, cooperatives, etc., are organizing institutions which allocate 

resources in place of markets. Most fundamental of all, how do we explain government? 

(North 1977, 709, emphases added)  

Here North’s anthropology becomes obvious, and his apparent departure from Coase and 

Williamson becomes intelligible. Rather than providing an argument for the historical 

specificity of capitalism, North in effect radicalises Coase’s and Williamson’s perspective by 

turning history on its head, as every social organisation and institution other than the capitalist 

market, a phenomena that he himself states is of rather recent origin, becomes its surrogate! 

People apparently tend naturally toward the market but are inhibited from setting them up 

formally because they are costly; therefore, it is theie absence that needs explaining, rather than 

their historical evolution55.   Even if markets did not exist at some point, their emergence takes 

place due to market dynamics, and once they exist, they will naturally lead to a society governed 

largely by ‘price-making’ markets when unimpeded.  Accordingly, North (1981, ch. 3) evokes 

an ahistorical “neoclassical theory of the state” as a self-interested quasi-individual wealth-

maximiser to explain the non-appearance of ‘effective’ institutions (market and private property 

rights) and the ensuing economic non-development. 

According to North (1977, 709), since such ‘substitutes’ as families, voluntary organisations, 

and governments had not wholly given way to markets in the nineteenth century, renowned for 

the dominance of “economizing behaviour”, there must also be an “economizing explanation 

for them. Here, then, the ‘economic’ explanation, “transaction cost analysis”, comes in (ibid.). 

To understand North’s account, coming to terms with this legitimisation of transaction-cost 

analysis is crucial. No matter how ahistorical and contrary to elementary anthropology and 

sociology his notion about the central role of transaction costs for the existence of families is, 

there is a sense in which the explanation is at least conceivably possible because capitalist 

markets did in fact already exist. This illustrates that he works backwards, so to speak, in a 

specific manner: the institutional arrangements of capitalism, here in the form of nineteenth 

                                                 
55 North (1981, 105‒6) does explain the historical emergence of markets in sixth century B.C.E. Athens. Markets emerged 

(were selected) because they became a less-costly option following the selection of a property rights structure. 
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century industrial-capitalist Britain, provide the justification for the use of transaction costs to 

explain institutions and change in history in general. This is tied to his understanding of human 

nature that will be covered shortly. 

Transaction costs are the “costs of defining and enforcing property rights” (North 1977, 710; 

1990, 28), the two56 fundamental preconditions for price-making markets for him. He (North 

1989, 1319) even contends that “the costs of transacting are the key to the performance of 

economies”, which certainly places them at the heart of his analytical enterprise. When these 

costs “exceed the benefits” of price-making markets, we are told, “non-price allocation” is set 

up as a substitute by what are obviously the wealth-maximising agents of neoclassical 

economics (North 1977, 710). It all comes down to the choice and implicit prices. The Kula 

ring, for example, or societal allocation based on reciprocity more generally, are 

explained deductively “as a least-cost trading solution where no system of enforcing the terms 

of exchange between trading units exists” (ibid., 713). The complex norm-bound social ties and 

expectations conditioning socio-economic reproduction make no appearance. 

This outlook is arguably one of the defining features of NIE. Rudolf Richter (2005, 169), a 

fellow proponent of NIE puts the matter very concisely, drawing on North: “NIE is able to 

explain non-market forms of organisation as rational consequences of market failures.” Such a 

tautological ‘explanation’ also assumes what needs to be explained, namely capitalist markets 

and rationality (Wood 2002, chs. 1‒2). The fact that it is at the heart of NIE is revealing. 

Later North 

In North’s later work, the idealised market benchmark of neoclassical economics is set against 

the historical record perhaps even more directly, and the absence of the market is explained as 

a result of not getting the institutional infrastructure right (Krul 2018, 92). What exactly is 

meant by this? 

First, institutions are seen as constraints, which seems to assume at least a transhistorical human 

nature, based on methodological individualism and atomism, as a society and its institutions are 

not seen to constitute or heavily condition the human condition. Both formal (e.g. property 

structures) and informal (e.g. belief systems) institutions are rather set up to reduce the set of 

choices individuals have to make, that is, they are set up to reduce uncertainty and produce a 

                                                 
56 North (1990, 28) adds “protection” as a third element to the definition, which does not really alter the meaning of the 

concept. 
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desired outcome ‒ especially since they reduce transaction costs (e.g. North 2005, 48‒49). 

‘Economising’ behaviour explains the existence of institutions. 

This accounts for the famous saying ‘history matters’ attributed to North. History, understood 

as path dependence, exerts itself through the idea that institutions, once set up, are costly to 

change (North 2005, 51). The historian Marc Bloch (1953, 29‒32) has noted, however, that 

path dependence cannot be equated with a historical explanation as the future is irreducible to 

initial conditions. There are also naturalising elements involved, as developments are seen to 

flow self-evidently from certain structural logics. The narrative such an account provides is 

always in accord with what we already theoretically ‘know’: “people facing structural 

constraints become mostly bearers of” the structural logic (Knafo & Teschke 2017, 30). Here 

this denotes people as bearers of the choice-theoretic logic in the ‘inevitable’ conditions of 

scarcity57. Also, since power relations are omitted from the constituents of the institutional 

structure (North 2005, 49), pace neoclassical economics, path dependence (institutional 

stability) cannot legitimately be explained with recourse to them58. 

Second, a good institutional structure is constituted by secure and well-defined property rights 

and the rule of law (e.g. North 1989, 1320). The state assumes here the above-mentioned 

tripartite function of defining, enforcing and protecting property rights to create the conditions 

of possibility for the thriving of markets ‒ this “credible commitment” is then the constrained 

and proper role of politics in promoting economic development (North & Wallis 1989; North 

1993). 

North’s (1981, 159) explanation of the process that led to the Industrial Revolution already 

illustrates this. There is a rather straightforward development from a choice of “better specified 

property rights” to the growth of markets and, in a Smithian fashion, to increasing trade-based 

division of labour, which induces organisational changes meant to keep transaction costs down, 

which further increases the size of markets and the returns for investments and innovations. 

Furthermore, North (1990, 33‒35) replicates the commercialisation thesis more fully by stating 

that increasing exchange drives the evolution of the institutional structure and attributes the 

‘West’s’ rise to an ability to adapt to growing trade by creating better institutions that reduce 

the accompanying costs. To get the institutions ‘right’ is paramount, as Boldizzoni (2011, 26) 

notes, for it leads to this virtuous circle, whereas there will be a vicious circle ‒ change is costly 

                                                 
57 Streeck (2017, 209) provides a critique of the reified notion of scarcity of “[m]uch of contemporary political economy”. 

58 Colin Leys (1996, 102‒3) claims similarly that due to NIE’s technologically deterministic conception of path dependency, 

politics is absent and “the starting-point of the path always appears as accidental, not class-determined.” 
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‒ if the initial institutions are ‘wrong’ (North 1990, 7‒9). Countries that have ‘got it right’, 

namely those with secure property rights, stable judicial systems and that rely on the market for 

most of the economic allocation, becomes the standard against which all polities are estimated.  

As should be evident by now, given  North’s overall reasoning, the reliance on a transaction 

costs analysis amounts to believing that it is a “universal aspiration of mankind in all periods” 

(Boldizzoni 2011, 24) to tend toward private property, and therefore the capitalist 

market. North in fact regards the Soviet Union (North 2005, ch. 11) as an example of an 

unnatural regime, inhibited from realising the beneficial effects of markets due to Marxist 

ideology (understood sneeringly as a religion). The presuppositions of North’s afore-mentioned 

central question “Why was there ever anything other than markets?” need to be understood 

here. Additionally to the historical context, this flows from the fact that his work is situated 

within the legacies of Adam Smith and Hayek.  

Their influence is visible in the insistence that competitive markets are desirable (Krul 2018, 

83) and in the belief that social cooperation can “best be coordinated by an explicit market 

process” (ibid., 88). One should add ‒ with reference to Hayek ‒ that The Market is also treated 

as non-coercive and natural, although in need of setting up and protection. Therefore, the huge 

variations in economic growth, ‘underdevelopment’ and ‘failed states’ must always be a 

explained through their deviation from both the idealised market benchmark, and its real-world 

equivalent, the benchmark of  either the early-modern English or contemporary US institutional 

structure (North 1995, 10). These are set against the historical record as if the contemporary US 

institutional structure had always been within reach and the absence of development is 

explained as resulting from deviations from the ideal (Krul 2018, 92; North 1990, 110; see 

Acemoglu & Robinson 2012 for a similar account). The inability or unwillingness to erect 

similar institutions as in the contemporary US (or eighteenth-century Britain) is the barrier that 

fetters the ‘natural’ and (therefore) only path to prosperity. The hypothesis about the emergence 

of naturalising theorisation made at the beginning of this section seems thus plausible at least 

when it comes to the contents of North’s work: the US-centric teleology of modernisation 

theory is seemingly alive and well. 

At its core, this is an idealist conception of the evolution of institutional structures, and cannot 

therefore account for their historical specificity. For similar to “machines, tools, and 

techniques”, institutions arguably also “embody social labour, […] depend upon certain new 

structures of social relationships in their [re-]production and use, upon changes in those 

relationships, upon alterations in rules ‒ customary and otherwise ‒ regulating those 
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relationships, and upon new ideas and ideologies which emerge to justify and rationalize them.” 

(N. Wood 2002, 138) It is these specific socio-political relations and cultural environments and 

rules that are central in understanding the institutional differentiations of the world, not abstract 

and naturalising concepts such as choice, property rights, or transaction costs that reduce 

institutional change to “the individual entrepreneur” and “changes in relative prices”  (North 

1990, 83, 84). 

Moreover, to explain the highly unequal global distribution of wealth and the divergent 

developmental paths among states in the above way, especially if it is done in terms of societies’ 

belief systems’ ability to “confront the problems of the human environment” and create a benign 

institutional structure (North 2005, 47), completely omits, yet again, social power relations and, 

for example, the historical effects of colonialism and the structures of the global capitalist 

economy (see, inter alia, Chang 2002; Kiely 2018, 174‒79, 279‒80). 

The historiographical merits of North’s account(s) ‒ a reproduction of both the 

commercialisation model and modernisation theory ‒ are arguably slim, as its clearly 

naturalises certain social relations, rationalities, and a particular ideology. Indeed, as Boldizzoni 

(2011, 24) has argued, “there needs to be a wish to do something before any costs are assessed”. 

It simply seems a very deficient form of historical explanation to assume the explanation of 

interest- and desire-formation away in this universalising manner; one could even argue that 

economic and social history should aim exactly at this (cf. Streeck 2017, 209, 209fn23; Martins 

2014, 293). Even if North’s (1990, 2005) later work carries the criticism of neoclassical 

economics’ stability-of-preferences assumption, his explanation of the persistence and power 

of belief systems and ideologies ‒ the major reasons for the changes in preferences ‒ only 

perpetuates the problem. The changes in (implicit) relative prices of holding on to certain ideas 

explain their prevalence (e.g. North 1990, 22‒23, 83), which means that the cost-benefit 

calculation apparently figures centrally also in what we believe in (cf. Fine & Milonakis 2003). 

Furthermore, it is by no means self-evident that “whether societies are based on market or 

nonmarket allocation systems” depends on choice (Boldizzoni 2011, 23). As Daniel Ankarloo 

(2004, 20) has argued, the idea that property regimes are rationally selected assumes cost-

benefit calculation in relation to, for example, whether serfdom or free wage labour is 

preferred. This sort of calculation as a response to relative price changes, in turn, rests on the 

prior existence of markets in labour and land as commodities (Ankarloo 2004, 25), or, 

alternatively, on a very metaphysical phenomenon, namely  “implicit markets” ‒ an ad hoc 

explanation if there ever was one. In addition to the problems of reducing historical causation 
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to pre-packed a priori motives and rationality that cannot cope with the socially conditioned 

and historically variable human condition (Bloch 1953, 194‒97), what is important from the 

point of view of this study is the fact that both naturalise capitalism. 

The former explanation of the historical emergence of what are capitalist social property 

relations, pace Brenner (esp. 1977) and Wood (2002), does so by assuming the very thing that 

is indeed in need of explanation. This account and the ‘technical’ concepts involved 

invoke historically central aspects of capitalism ‒ market-mediated class relations and capitalist 

rationality responding to the imperatives of market prices and labour mobility ‒ to explain its 

emergence. Explanations by means of the very characteristics that define the phenomenon 

under investigation ‒ which really are no explanations at all, only tautologies ‒ are 

methodologically unsound (Baechler 1975, 32) and  typical of naturalising reasoning. 

The latter, implicit markets, is at least as ahistorical as the former, fully deserving the title of 

‘as if history’ (Ankarloo, e.g. 2002, 28). With this title, Ankarloo follows Mirowski (1988, 71), 

who had already made the acute observation that such a historical narrative posits functioning 

markets to always exist in an ‘as if’ manner. To summarise the argument: every allocation and 

regulatory system has costs and their relative prices fluctuate. The (demi-)neoclassical agents 

will, under such circumstances, tend toward a system that is least costly; in short, people react 

to changes in ‘relative prices’ in an implicit market according to the choice theoretic framework. 

Capitalist dynamics become once again the driving force of history in general. 

It is worth quoting Mirowski’s (1988, 71) criticism of the ‘as if’ fallacy at length here. Most 

fundamentally, it is never clear “what structures organize this ‘meta-market’ to allow us to buy 

more or less market organization. Who sets these ‘prices’ […]?” Given the importance of third-

party enforcement for NIE, “Who enforces the trades?” Finally, the ‘as if’ framing leads 

logically to an infinite regress: “Who sets the price of the market? Who sets the price of the 

price of the market?” and so forth ad infinitum. To escape this loop, one has to assume that 

markets are either natural (Mirowski 1988, 71), or that they exist due to their allegedly superior 

‘efficiency’ (Ankarloo 2002, 16). 

Mirowski (1988, 74en44) sees the former as the “only logical” retreat position, and in fact the 

latter is arguably a correlative of some sort of this naturalisation, given especially the influential 

way in which Hayek conceptualised the market as a superior information-processor and sought 

to naturalise it by arguing that humans respond to its signals pre-cognitively. North and NIE 

work within these parameters, and are able to thereby refine the commercialisation model. 
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Nevertheless, as has been argued through this study, the basic weaknesses and problems of the 

model are never addressed, and apply to it as much as to its other expressions. As for example 

William H. Sewell Jr. (2012, 470) argues, human nature is axiomatically reducible to the 

maximisation of utility for North, even if it is only ‘boundedly rational’ (meaning constrained 

by institutions and ideology, itself selected in an as-if market). Therefore, the tendency toward 

markets ‒ the superior mechanism of social cooperation ‒ in the absence of obstacles stems 

from this universal and ahistorical human nature; looked the other way around, this is, of course, 

an ex post rationalisation flowing from the deductive logic: if markets exist, it is because they 

are efficient due especially to the behavioural assumptions. 

5. Conclusions 

By the early 2000s, thanks especially to North, the situation described at the beginning of last 

chapter about the relatively small success of cliometrics and NIE in Europe has fundamentally 

changed. Cliometrics has had especially prominent (but not unconditional) success in Britain 

and the Netherlands (Boldizzoni & Hudson 2016, 4; Hudson 2016, 29; Lamoreaux 1998, 71), 

and countries such as Germany (Hesse 2016, 103‒4) and France (Grantham 1997) have been 

affected by the rise as well. Naturalisation of capitalism gained increasing intellectual traction 

as economic history underwent changes in research agendas that completely changed both the 

nature of the discipline and the way it understood the past. In place of the social reformism or 

the alleged ‘socialist inclinations’ (Grantham 1997, 354; cf. Dugger 1995, 457) and the stress 

on the radically different nature of the past, markets were redeemed, the natural character of 

private property asserted, and qualitative differences in economic history brushed to the side. 

Economic growth, self-interested maximisation, and other historical aspects of capitalism have 

been increasingly naturalised with the help of the tools of cliometrics and NIE (e.g. Hoffman 

1996; Greif 2006). Even ancient history has become saturated with work that largely denies 

qualitative changes in history (e.g. Temin 2013). These aspects should make every IPE/GPE 

scholar think twice about the conditions for the deeper engagement with either economic history 

(Oliver 2010) or neoclassical economics (Eichengreen1999, 354, 372, quoted in Cohen 2008, 

42‒43). 

To substantialise the issues at stake, let us have another look at Piketty’s account of economic 

history of inequality and capitalism. First of all, Ann Petifor and Geoff Tilly (2014, 45‒46) 

point to the problems of seeing world economic history in terms of the Angus Maddison growth 

database that Piketty uses. The account presents a linear picture of world economic history in 

terms of neoclassical economics, organised around abstract concepts as ‘capital’ and ‘economic 
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growth’. Additionally, it uses indices such as GDP ‒ measured in market prices ‒ to measure 

economic output, often without care as to the suitability of the categories to reflect the spatio-

temporal realities under study. Furthermore, “observations on nominal government rates for 

three countries across three centuries, seem to be the foundation for two millennia of global 

figures” (Petifor & Tilly 2014, 47, emphasis added). Piketty’s willingness to make such 

universal arguments based on limited data and context-blind concepts and methodology can 

arguably partly be explained by the fact that similar accounts had already become the 

mainstream in the field of economic history, as it turned ever further away from the idea of 

capitalism as a historically specific phenomenon. Similarly, another recent example of the 

power the field of economic history has on the debates about inequality is a recent article on 

inequality and the future of capitalism by Branko Milanovic (2020, 10) ‒ perhaps the second 

best-known economist (after Piketty) working on inequality ‒ in which capitalism is said to 

have existed already in Ancient Babylonia, and, more revealingly, it is seen as an “alternative” 

to, among others, hunter-gatherer societies. 

In relation to this, the underlying normativities and political implications of capitalism’s 

naturalisation have to be spelled out. Historical economics has ensured that the abstracted and 

idealised ‘rise of the west’ of modernisation theory and commercialisation model is still taken 

as the starting point and, more importantly, seen as the ‘natural’ process of development. A 

historical account of the origins of capitalism rarely makes an appearance, and when one is 

provided, the ‘technical’ concepts concealing capitalist social property relations and supply-

demand explanations naturalise capitalism through tautologies. Most importantly, there really 

is no need to talk about capitalism in such accounts. In fact, as Jean-Yves Grenier (2016, 120) 

has observed, the notion of capitalism has “quite marginal to the Great Divergence debate”. In 

its place, accounts that are Eurocentric in a normative sense seem to dominate: other cases ‒ 

‘failed states’ and ‘underdevelopment’, for instance ‒ are presented as ‘aberrations’ from and 

as ‘lacking’ something the West possessed (e.g. Boldizzoni & Hudson 2016, ch. 1). This boils 

often down to absence of absolute private property rights and the existence of political ‘fetters’, 

as we shall shortly see when we assess the policy-implications of these accounts. North 

especially contributes to the teleological framework that sees the late twentieth century Anglo-

Saxon model as the end of historical development and the golden ideal. The framework is 

enhanced by a Hayekian naturalised conception of market behaviour that is extended even 

further to explain the existence of the social in terms of market failures or imperfections. 

Precisely these values ‒ arising out of the historical context in which the transformation of 



 

 

63 

 

economic history occurred ‒ and presuppositions make the claims to historicalness (or at least 

historicity) and realisticness unfounded. An emerging research question hinted at in the 

introduction would be to study the work of Acemoglu et al. from a similar perspective as that 

put forward here. 

North’s work is clearly conditioned by neoliberal thought and, whether intentional or not, 

contributes to its rise even though it is not reducible to it. Most importantly, his work ‒ and 

historical economics more generally ‒ largely realised the intellectual-political agenda Hayek 

and Ashton spelled out for economic history. The prescriptions to realise economic 

development are also similar, even if they appear to be somewhat conditioned (Krul 2018, ch. 

6): property rights, “stable […] political and economic markets”, a constitutionally-limited 

government upholding ‘credible commitment’ and norm-conformity (North 2005, 158‒59) to 

“capture the gains from trade” (ibid., 62). North’s conservative political views were not a secret; 

over the span of his career, from the 1970s onwards, he understood the need for a strong state 

and property rights to ensure that the market ‒ seen as the ultimate mechanism for realisation 

of both human freedom and economic growth ‒ could work freely (Krul, 2018, 84‒86). He also 

stressed the freedom-reducing effects of welfare state provisions (ibid., 85‒86). The affinity 

with neoliberalism is great, especially in the call for a strong state and strong rules of private 

property as necessary to ensure the existence and the working of the market ‒ which in and of 

itself is the golden ideal. As a result of this study, then, the importance of delving into North’s 

archives59 to further analyse his relationship to the neoliberal project should be obvious. 

The effects of naturalisation on the governance of the global economy have been vast. The 

period of most significant increase in references to North’s publications, the 1990s and early 

2000s 60, is connected to the rise of neoliberalism and the collapse of the Iron Curtain. Scholars, 

practitioners, and institutions working on transition economies, together with development and 

growth economists, widely adopted North’s institutional analysis (Ménard & Shirley 2014, 26‒

27). North’s NIE seems to have been especially influential among development scholars in the 

World Bank already in the 1980s, pushing it toward neoliberal policies in the form of structural 

adjustment programmes (Leys 1996, 80, 81‒82). These have, of course, entailed the idea that 

the state (statist developmentalism, redistributive policies) is the root of the problem and the 

                                                 
59 These are situated at Duke University: https://library.duke.edu/rubenstein/findingaids/northdouglass/#administrative. 

60 See https://scholar.google.com/citations?user=-LcMZqMAAAAJ&hl=en.  

https://library.duke.edu/rubenstein/findingaids/northdouglass/#administrative
https://scholar.google.com/citations?user=-LcMZqMAAAAJ&hl=en
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belief that the market is the cure (cf. Mirowski 2013, 65); market-based policies such as trade, 

exchange rate, and financial liberalisation, privatisation, and deregulation ‒ the ‘Washington 

Consensus’, in short ‒ became the solution61 (Fine 2001, 132‒35). The 1987 World 

Development Report62 cites North explicitly “as support of its emphasis on the need for 

governments to concentrate on establishing clear (private) property rights rather than involve 

themselves in productive activities.” (Leys 1990, 80fn3) One could also argue that the 

erroneous post-1989 shock therapy of the Eastern bloc (rapid privatisation and liberalisation) 

(cf. Hodgson 2001, 253) rested partly on ideas stemming from his work, especially from the 

idealised narrative that property rights and a constitution circumscribing the state’s power over 

the economy were (effectively) sufficient to foster the expected and natural growth of markets 

and the economy. As Leys (1996, 103) concludes, “it remains one of the bitter ironies of the 

last two decades that so many of the poorest people in the world were forced to become even 

poorer, and in many cases to endure unspeakable suffering, through the imposition of Structural 

Adjustment Programmes justified in terms of ‘rational choice’”, by which he means the work 

of North and Robert H. Bates. 

This should clarify why the problematique of this study is crucial. Not simply are naturalising 

accounts deficient historicistically, it is precisely this politics of ‘TINA’63 of the late twentieth 

and early twenty-first centuries that naturalisation has most contributed to. Simply put: 

“whatever was born can always die, which is why social systems like to present themselves as 

immortal.” (Eagleton 2018, xi) Five decades ago, the economic historian Douglas Dowd (1970, 

268, cited in Coats 1980, 206) already criticised cliometricians for unintentionally or not 

“serving the needs of the business society in which they lived”. Naturalisation of capitalism is 

a clear continuation of this. Hayek’s call for the transformation of economic history seems to 

have had the desired consequences ‒ both in terms of academic agenda, and political 

implications. 

 Based on the study, naturalisation of capitalism might therefore be considered a trait of 

neoliberal ideology, even if it is also widespread in Western culture more generally. This helps 

us to further understand what Colin Crouch (2011) calls “the strange non-death of 

                                                 
61 These are still widely regarded as the ’right’ policies, and poverty, for example, is understood as “reflecting poor policy 

choices by some states in the South.” (Kiely 2018, 275) 

62 Another example is the 2002 Report (World Bank 2002). Additionally, North is among the renowned contributors ‒ 

together with, inter alia, Joe Stiglitz, Jagdish N. Bhagwati, and Dani Rodrik ‒ to UNU’s (2005) Wider Perspectives on 

Global Development. 

63 “There is no alternative.” 
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neoliberalism” in the post-2008 world in which the term ‘capitalism’ is making a comeback. If 

our understanding of capitalism naturalises the phenomena we are talking about, it is no wonder 

that debates on economic policies are as wilted and political imagination so constrained and 

deficient as Crouch states. The alternative account in chapter two that follows Marx’s insights 

on the origins of capitalism and the criticisms of naturalisation presented throughout the study 

should enable us to see through naturalisation; the future has always been open and can be 

collectively made. 
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