The Economic Sociology of Alfred Marshall:

An Overview
By PATRIK ASPERS*

Asstract.  The aim of the paper is to present the economic sociology of
Alfred Marshall (1842-1924). Three topics are discussed in the paper:
Marshall’s ideas of how preferences are generated, the theory of action,
and finally the introduction of a fourth factor of production, organization.
Throughout the paper Marshall’s hroad perspective is demonstrated. Tt is
argued that Marshall's approach encourages a closer connection between
sociologists interested in economic phenomena and economists. This
conclusion is strengthened because of the resemblance of Marshall's anal-
ysis to those offered by Max Weber and Thorstein Veblen.

I
Introduction

ONE WAY OF DESCRIBING ECONOMIC SOCIOLOGY 8 to say that it is about how to
bring the social element into the analysis of economic phenomena. Vari-
ous ways of how the social can be brought in have been suggested. In the
new economic sociology movement, the revitalized concept of Polanyi,
embeddedness, has been the key concept (Granovetter 1985). Other sug-
gestions of how this can be accomplished, among them rational choice
theory, have been put forward, for example, in The Handbook of Eco-
nomic Sociology, edited by Smelser & Swedberg. !

Another approach would be to take classical writers, sociologists and
economists, as the point of departure when analyzing the economy.” The
relevance of these writers to a broader perspective on the economy is high.
Indeed, it is an approach not yet applied enough by economic sociolo-
gists.? Classical economists are interesting partly because they appeared at
the scene one hundred years ago, and discussed in an atmosphere that
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included issues not often regarded by economists of today as relevant.
There exist a vast number of well-known economists to study, but clearly,
one of them is Alfred Marshall (1842-1924). Marshall is recognized as one
of the founding fathers of neoclassical economics, and many of his ideas
are integrated in contemporary theory presented in standard economic
textbooks, though the direct references to him are less frequent. Anyway,
Marshall is rightly recognized by economists for his contributions to eco-
nomics (Blaug, 1983, 1986). Beside the economic kernel of Marshall’s
theory, his writings contain topics less discussed today, that are more likely
to be labeled as, for example, sociology.

The aim of the paper is to present the economic sociology of Alfred
Marshall. Three topics are discussed in the paper. In relation to a paper on
Marshall’s sociological contribution, one must mention Talcott Parsons’
analysis, which is the only major attempt to view Marshall first and
foremost as a broad social scientist. Before my discussion of the sociolog-
ical themes begins, some prefatory stages are needed. The most important
of Marshall’s principles are presented, then his relation to sociology is
briefly discussed. The paper then turns to the first sociological theme,
Marshall’s theory of how preferences are generated, followed by a scrutiny
of his idea of economic action, and the rationales of the actors’ motives are
discussed. The last theme discussed at some length is Marshall's usage of
a fourth factor of production, organization. The paper ends with a con-
cluding section, which includes some outlines of further topics in Mar-
shall's writing that can be useful to sociologists.

I

Central Ideas

A GoOD POINT OF DEPARTURE in order to understand Marshall’s writing is to
present some of the fundamental principles that underpin his entire sci-
entific production. These are important, regardless of whether one’s field
of interest is sociology or economics. The first “principle™ discussed is his
definition of economics. Marshall used a broad approach to economics,
and he preferred to label his work “economics” or “social economics”,
rather than political economy, which, according to him, was too narrow
(Marshall 1920a, 43). The following definition reflects his broadness of
scope: “Political Economy or Economics is a study of mankind in the
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ordinary business of life; it examines that part of individual and social
action which is most closely connected with the attainment and with the
use of the material requisites of well-being. Thus it is on the one side a
study of wealth; and on the other, and more important side, a part of the
study of man.” (1920a, 1, see also 1879, 4-5).

As can be seen, economic studies revolve around man, and of special
interest, his motives. This is stressed by Marshall in another “definition™
“Economics is a science of human motives. . ." (1885, 52)." He, in addition,
says that man cannot be analyzed isolated from the social setting of
ordinary life, though the economist is primarily interested in man’s under-
takings in business life. This means that he disapproved the usage of homo
economicus. The opinion is also expressed in Marshall's methodological
writings. Though Marshall saw economics as a science in continuous
development, he criticized previous generations of economics in his in-
augural lecture at Cambridge 1885. Marshall argued that Ricardo, et. al., did
not realize that *. . .man himself is in great measure a creature of circum-
stances and changes with them. . .” (1885, 13). This critique is no surprise
to those who know Marshall's writings. He argued for a scientific method
that combines inductively generated laws with deductions. It is important
tor understand that Marshall, who naturally was influenced by the empirical
tradition in his home country, asserts that scientific investigations start from
empirical studies. Only based upon empirical findings can the economist
deduce outcomes, and Marshall says that: *. . there is no room in econom-
ics for long trains of deductive reasoning. . .” (1920a, 781).

How is then the economist going to analyze man? The analytical tool
that the economist can, and should, make use of is money. According to
Marshall money can be used to measure the strength of the motives. This
leads him to focus on the material motives, although he thereby does not
rule out ideal motives. Money as a measurement of motives, he says, gives
economists an advantage over other social scientists, because it makes
possible more exact results.

Two foundational principles should he mentioned, the principle of
continuity, and the principle of substitution. The principle of continuity
means that there are no clearly observable differences, instead changes
take place in degrees (Marshall 1920a, ix; Coase 1973). Marshall further-
more argues that this principle can be found in the ideas of Hegel and
spencer, among others. Applied to his own science he says that “. ..
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Economic science is, and must be, one of slow and continuous growth.”
(19204, v). This must not be underestimated when reading Marshall, since
the motto of Principles is Natura non facit saltum.

The principle of substitution is clearly an important component of a
rational decision. The principle means that man substitutes between dif-
ferent alternatives, at the margin, so that the outcome is maximized. This
principle is not only used in business life, but in most decisions also in
mundane life (Marshall 1920a, 117, 355-0). It implicitly assumes that
people prefer more than less of a commodity, interpreted broadly. The
idea of marginal utility is another part of the same principle.

IT1
Marshall on Sociology

NEEDLESS TO SAY, THE SOCIOLOGY at the time when Marshall wrote is different
from the sociology in vogue today. However, it is still worthwhile to briefly
discuss Marshall’s relation to sociology, though one should be clear about
the fact that the numbers of passages that cover this topic are few. By
discussing this topic our understanding of the sociological relevance of
Marshall will be increased. In addition, it illuminates Marshall’s view about
the relation between economics and the other social sciences, and in
particular sociology. We recognize the views of three sociologists in
Marshall’s writings: August Comte, Herbert Spencer, and Karl Marx.

Spencer was probably the sociologist that Marshall knew best, and he
had all Spencer’s books and kept them at his library where they were
bound with a special cover, It is clear that Marshall was influenced by
Spencer (Groenewegen 1995, 167). Marshall says that Spencer’s ideas on
hiology and Hegel’s ideas on philosophy and history, are the major sources
of influence in the Principles (1920a, ix).”

Another indication of his view on sociology, and more generally on
scientific method, is that Marshall expresses his doubt about Comte’s idea
of a unified science (1920a, 770-1). He morcover argued that there were
no signs of the development of a unified science in the writings of Comte
or Spencer (1885, 35). Marshall wrote that Comte and Spencer “. . have
made epochs in thought by their broad surveys and their suggestive hints;
but they can hardly be said even to have made a commencement with the
construction of a unified social science” (1920a, 770).

Copyright © 1999. All rights reserved.



Sociology of Marshall 055

Marshall was influenced by Marx, and seems to have used him as a
source regarding historical facts, and it has been argued that Marshall also
adopted Marx’s idea of the social organism, and its mutually dependent
parts (Groenowegen 1995, 580). Marshall was sympathetic 1o the general
idea behind socialism, but he stated, after many years of thinking that:
“. . .no socialistic scheme, yet advanced, seems to make adequate provi-
sion for the maintenance of high enterprise, and individual strength of
character; nor to promise a sufficiently rapid increase in the business plant
and other material implements of production, to enable the real incomes
of the manual labour classes to continue to increase as fast as they have
done in the recent past, even if the total income of the country be shared
equally by all” (1920b, viil). He furthermore criticized Marx’s idea of labor
theory of value, and argued that this was nothing but a definition (19204,
587-8, 1996, Vol 1. 302-3). We conclude this section by saying that
Marshall was influenced not only by economists, but also by philosophers,
historians and sociologists.

I\
Generation of Preferences

IT GOES WITHOUT SAYING THAT Marshall is better known as an economist than
as a sociologist. This does in no way contradict that he may serve as source
for sociologists, and in particular sociologists interested in the economic
part of social life. The paper now turns to a discussion of three main
sociological themes in Marshall's writings. These are not discussed from a
historical perspective, but from a perspective that attempts to find ideas
and theories that can be utilized in order to improve the present state of
economic sociology, and sociology at large.

Economists usually take preferences for given in their analyses. This is
an accepted method in science when one is involved in a particular study;
no explanation can be self referential (Nozick 1981, 116). However, few
economists bother with the issue of how preferences are generated at all,
instead the problem is pushed over to psychologists (Rosenberg 1992),
though Gary Becker (1976, 1990) is an exception. He discusses the for-
mation of preferences, even though it is not a major topic in his writings.
It is interesting that Becker's source on this issue is Alfred Marshall. That
Marshall discussed the formation of preferences, or wants, to use his word,

Copyright © 1999. All rights reserved.



656 American Journal of Economics and Sociology

also occupies several pages in Talcott Parsons’ important analysis of
Marshall. The idea plays a pivotal role in the theoretical edifice built by
Marshall. Obviously, the generation of preferences is an issue that is of
interest both to economists and sociologists, and cooperation about this
would most likely bring the two disciplines closer together.

Clearly one must credit Parsons for his analysis of Marshall, though his
perspective is different from that of an economic sociologist of today.
Parsons argues that Marshall was heavily influenced by Victorian morals,
and this led him to stress the normative aspects of Marshall’s writings
(Parsons, 1949).° In this paper the focus is on the positive side of the
theory, which, 1 argue, can be separated from the normative side. A
position also held by Marshall’s most famous student, J. M. Keynes (1951,
136).

It facilitates the understanding of Marshall’s ideas if one bears the
principle of continuity in mind. According to Marshall, man develops
higher wants over time, thus an evolutionary process is at work, or in the
words of Marshall: “Speaking broadly therefore, although it is man’s wants
in the earliest stages of his development that give rise to his activities, yet
afterwards each new step upward is to be regarded as the development of
new activities giving rise 1o new wants, rather than of new wants giving
rise to new activities” (1920a, 89). From this it is clear how the preferences
{wants) are generated,; by activities. Activities must be understood broadly,
embracing most of what men do in business and in every-day life.

An interesting twist to the issue of how preferences are generated is
made by Marshall when he connects activities and wants to each other:
“For much that is of chief interest in the science of wants, is borrowed form
the science of efforts and activities. These two supplement one another;
either is incomplete without the other. But if either, more than the other,
may claim to be the interpreter of the history of man, whether on the
economic side or any other, it is the science of activities and not that of
wants. . .”(1920a, 90). This becomes an even more interesting idea when
Marshall says that activity is only another word for production, or supply,
and that wants is another word for consumption, or demand (1920a, vol.
11, 234). Marshall, thus, combines production and consumption, not only in
the famous demand-supply-cross, which he popularized, but also in this
more general way that activities, undertaken in a broad sense in produc-
tion, generate wants, which together with economic resources bring about
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demand. Thus, according to Marshall production and consumption are
strongly interrelated. This part of his theory can be seen as a critique of
those economists, most notably David Ricardo, who stressed the role of
production.

To wants, and in particular activities, Marshall connects faculties. It is
not obvious how to understand what he means by faculty—tie concept is
somewhat ambiguous. Keynes' interpretation, which is supported by
Chasse (1984), is however clear: “The solution to economic problems was
for Marshall not an application of the hedonistic calculus but a prior
condition of the exercise of man’s higher faculdes, irrespective, almost, of
what we mean by ‘higher’ ” (1951, 136).

Marshall proceeds with the analysis and relates faculties to character. He
writes that man's character depends on the way he uses his faculties
“. . his character is being formed by the way in which he uses his faculties
in his work, by the thoughts and the feelings which it suggests, and by his
relations to his associates in work, his employers or his employees” (1920a:
1-2, see also 1873).” This is undoubtedly a social dimension that Marshall
is discussing. There is furthermore a strong resemblance to the way
Aristotle speaks about how man acquires virtues, and Marshall's ideas
about the development of character ( The Nicomachean Ethics).” The idea
of character means that Marshall is critical of repetitive jobs that do not
allow man to use his mental capacities, consequently the way work is
organized is of importance, and he expresses a critical attitude to scientific
management (1920a, 248: 1920b, 388).

Marshall's general idea is straightforward: activities generate wants, but
he makes a distinction between two levels of wants, standard of comfort,
and standard of life, where only the latter means those wan's adjusted to
activities (19202, 689; see also Parsons 1949, 139-141). An increase in
standard of comfort leads only to an increase of “artificial wants.” The basic
distinction seems to be related to the fact that wants sometimes can be
produced due to other processes than activities, but progress. according to
Marshall can only be achieved by activities, i.e., when man produces, and
uses his faculties, which means his character is strengthened. So, rising
comfort implies an increase of demand, for example by limiting the supply
of labor and thereby increasing the wage. An expanding standard of living
means that not only the wants, but also activities are brought to a higher
level (Marshall 1920a, 504, 689; II: 40, 703-4).” So the very foundation of
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the analysis of the economy, and society at large, is built on the idea of
man and his character, which is developed in a social context. This
discussion clearly has bearing on the ongoing political philosophical dis-
cussion regarding virtues and civil society.

\%
Economic Motives

MARSHALL SAYS, AS HAS BEEN SHOWY, that man’s preferences are generated by
his activities (production). Consumption means that man satisfies his
preferences. When a preference becomes “active”, so to say, we may speak
of motives. That motives, together with opportunities, can be seen as
reasons for actions is not explicitly stated by Marshall, bhut it is a reasonable
interpretation. This view is presented by D. Davidson (1980), and dis-
cussed by J. Elster in a more social context. Consequently, man’s activities
lead, eventually, to motives of his actions.

Marshall’s critical views about homo economicus were mentioned, and
together with his empirical approach—that the scientist must take man as
he is (1887, 212)—we can sketch his theory of action. A theory of action is
the fundamental building block of all theories based upon the idea of
methodological individualism (for example Weber 1922, Coleman 1990,
and of course, neoclassical economics). As is known, methodological
individualists try to explain macro level outcomes, by starting at the micro
level. Marshall is best described as a methodological individualist, but, as
will be shown, he is no hard-nosed neoclassical economist that stresses
egoistic and atomized agents.

In order to bring a motive into the analysis, Marshall demands that it
must be measurable in terms of money (1920a, 14-28), and that the motive
is regular so that it has some influence on the economy (1920a, 27, 29-37,
366)." This, for example, means that Marshall indirectly tries to measure
the impact of custom and the artists endeavor for prestige (Whitaker,
1977/1982, 455~6, Marshall 1920a, II: 142).

What, then, has Marshall to say about the motives in more concrete
terms? He argues clearly for a broader approach than most of his prede-
cessors: “. . .the economists of to-day do go beyond those of earlier
generations in believing that the desire of men for the approval of their
own conscience and for the esteem of others is an economic force of the
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first order of importance. . .” (1890, 285). Marshall further deviates from
main-stream economics, because he analyzes action in two steps, The first
step implies that money is the foremost motive for man’s action (1920a, 14,
140-1). He then goes on to discuss the reasons for this motive, or the
motive for the motives, as one may put it. It is by this thorough analysis that
the social dimension becomes prominent to the reader. The received view
about economic theory is that the actor is assumed to be egoistic and
atomized, that is to say that he acts independently of how other actors
behave. Marshall, on the contrary, argues that man’s action in many cases
is the result of his beliefs about other actors.'" A different way of putting
this is to say that the preferences, and hence motives, of actors are related
to the (believed) preferences of other actors. Evidently this resembles Max
Weber's definition of social action - the subject matter of sociology accord-
ing to him. Weber, as is known, defines action: *. .. {as when] the acting
individual attaches a subjective meaning to his behavior—be it overt or
covert, omission or acquiescence.” (1921-22/1978, 4). An act is social
when the actor takes account of other actors’ behavior.

A few examples from Marshall will make clear this similarity between
the two scientific giants. There are plenty of examples of how Marshall
thinks that non-atomized motives are important, because they affect the
economy and can be brought into the scientific analysis. Marshall says that
money is the chief motive of action, but it is more interesting that this
motive can be traced to a more profound interest, which reveals its social
dimension, for example: “. . .all the best business men want to get money,
but many of them do not care about it much for its own sake; they want
it chiefly as the most convincing proof to themselves and others that they
have succeeded.”(1890, 282, see also 1889, 238 1907, 25-06). Thus, social
recognition is the basic motive. Another example is that monopolists,
according to Marshall: “. . .value success for the proof of power which it
gives, almost as much as for the wealth which it brings.” (1920b, 526). To
give his family a better position, or as Marshall puts it: .. leaving his
family to start from a higher round of the social ladder than on which he
began” (1920a: 228, cf., 230), also stimulates man to work.

The sociological dimension of Marshall's treatment of economic motive
is even more prominent when he discusses status consumption. Marshall
says: “And the well-to-do classes expend vast sums on things that add little
to their happiness and very little to their higher well-being, but which they
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regard as necessary for their social position” (1907, 8). Clothing, hospital-
ity, and houses are further means to be used by individuals who want to
display their social position. This is basically the same argument as Thor-
stein Veblen, who talked ahout conspicuous consumption; the strategy
used by those who are eager to display their wealth (1899/1953).

VI
Organization as the Fourth Factor of Production

THE COMMON VIEW AMONG ECONOMISTS is that there are three different factors
of production—land, labor, and capital—that are used to produce goods
and services in order to satisfy wants (Lipsey et al 1990). Marshall, how-
ever, recognizes an additional factor, organization (Schumpeter 1954, 557),
though it is equally correct to say that he divides capital into different parts
(Marshall 1920a, 138-139.) The two most important parts of the fourth
factor are knowledge and organization. It is according to Marshall not
difficult to determine knowledge and organization: “If the character and
powers of nature and of man be given, the growth of wealth and knowl-
edge and organization follow from them as effect from cause” (1920a, 139).
So, what has been said above about man's character and faculties as a
result of his activities has a strong bearing on what Marshall has to say
about organization.

Marshall discusses organization and knowledge at four analytical levels.
The first is the level of society, or what Marshall sometimes calls “social
group,” for example a nation (1920a, II, 209). The second discernible level
is the economy of a society. The third is that of an industry, and the final
level concerns single firms. This section will discuss these respectively,
though the level of the firm is merely indicated.

The study of the organization of society starts with an analysis of the
growth of population. Unlike animals, Marshall says, the human race is not
only affected by the physical situation, but also by social aspects such as
traditions and by other social factors, for example, moral, religious and
legal sanctions (1920a, 173). This, moreover, means that there are differ-
ences between cultures existing in time and space, and numerous exam-
ples are provided. Climate, for example, is discussed in relation to its effect
on childbearing. Another topic scrutinized is the different opportunities for
a head of a family to make a living for his family. He then goes on to

Copyright © 1999. All rights reserved.



Sociology of Marshall 661

analyze the relation between health and strength (both physical and
mental), and the relation between health, and moral and material wealth.
Under this heading we are told how important food and housing are,
especially for the vigor of man, but also for his moral development. The
increase of knowledge, especially of medical science, will increase health,
diminish mortality, enhance efficiency and, in the end increase production
(Marshall 1920a, 203, also 1879, 9-12).

A factor that perhaps is more interesting from today’s perspective is the
role of training. Marshall argues that general training in school is more
important than training of special skills. But not only school is impartant,
the homes of the children are even more important, especially when it
comes to what Marshall calls general ability, thatis, ©. . .those faculties and
that general knowledge and intelligence which are in varying degrees the
common property of all the higher grades of industry. . .” (1920a, 207).
General ability, which is contrasted to specialized ability, depends on the
upbringing in childhood, the role of the parents, and especially the
mother. Marshall, of course faced the condition of his time, argued that by
improving schools, society can enable those geniuses born in the working
class to use their full potentials, instead of having to leave because of the
need to help supporting their poor families. Though Marshali thought the
precentage of genius in the working class was lower than in higher classes,
the vast number of working class people meant that geniuses from these
classes would outnumber geniuses coming from the well-to-do classes.'*
Thus one may say that there is potential of human capital that can be
developed, and hence, be used to increase production. Because of these
facts, Marshall argued that it is productive to redistribute wealth to the
working class, so that the great number of people can increase their
efficiency (1920a, 230). Marshall is of course able to sum up the general
argument that economic and social factors are intertwined better than
anyone: “[The economic causes’] influence on the numbers of the popu-
lation is largely indirect; and is exerted by way of the ethical, social and
domestic habits of life. For these habits are themselves influenced by
economic causes deeply, though slowly, and in ways some of which are
difficult to trace, and impossible to predict” (1920a: 218).

The second analytical level is about the organization of the economy.
The economy can be organized in a capitalist mode or in a socialist mode,
but Marshall discusses almost only the former. It is furthermore possible
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and fruitful to understand his extensive discussion of monopoly from an
organizational perspective. Custom is also a phenomenon that can be
analyzed both at the level of society, and on an industry level also. Custom,
a genuine sociological concept, may be viewed as a sort of knowledge of
behavior that is passed from generation to generation, more or less sup-
ported by sanctions. Marshall is somewhat dubious regarding customs, and
says that if they were totally rigid, they would be an evil (1920b, 197).
Thus, custom is mainly seen as a hindrance to development (1920a, II:
155-6), but it is constantly giving way to the forces of the free market
(19204, 5; 1885, 48—49.) Custom, in the form of a standardized method,
may also hinder man, especially if he is talented and capable of original
work (1920b, 243). Consequently, there is a trade-off between standard
and original initiatives.'? In addition there are positive effects of custom,
which mainly have to do with standardization of industries. Standards can
be seen as stepping stones for future development, and thereby facilitate
progress. Moreover, traditions, for example in banking, can be a good,
because bankers take more into consideration than the immediate profit,
or because it perpetuates change that is generally considered a good
(1920b, 197, 344).

As indicated, relatively few sociologists have used Marshall and his
ideas, though his idea of industrial districts is an exception.'* Industrial
districts are characterized by the atmosphere (Marshall 1920a, 268-273;
1920b, 283-288; 1879, 47, 52-3). The atmosphere in a district cannot be
easily moved, and people living in a district learn the industry, as if “it were
in the air.” The central idea is of course that an industrial district is densely
populated with people who know the business, there is a supply of skilled
people, and there is moreover some cooperation between different busi-
nesses. Thus, it is a perfect example of how knowledge is transmitted and
how business can be efficiently organized, therefore external economies,
as Marshall might say, “emerge.”

The final level concerns the organization of a single firm. Marshall says
that it is important that a firm has a good manager, who possesscs high
faculties. The spirit of a firm may be a crucial asset, especially if it is the
legacy of the firm’s founder. Moreover, a firm must be signified by trust
between the employees (1920b, 351)."> By this we eventually reach the
level of the individual, though one rightly can say that this has been the
case all the time. This is because Marshall constantly refers back to the
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individual and his character, his faculties, and his motives, even though he
sometimes uses holistic concepts as shorthand.

VII
Conclusion

THIS SHORT PAPER CAN DO NOTHING but touch on some of the most interesting
themes in the writings of Alfred Marshall from a modern ecenomic and/or
sociological perspective. It goes without saying that there are more topics
to be found in Marshall that are relevant from a sociological point of view.
One example is his view on the entrepreneur, though the sociological
relevance of this partly falls within what this paper labels “economic
motives.” Marshall's concept of class, which is a profound sociological
concept, though not at the top of the agenda of economic sociologists, is
another track where he may be followed.'”

The ideas highlighted in this paper are all relevant to the ongoing
discussion in economic sociology. The very foundation of his theory, the
theory of action, contains a sociological dimension, and is similar to
Weber's idea. The discussion of wants and activities opens the way for
collaboration between economists and sociologists. Finally, the idea of a
fourth factor of production is sociologically interesting, because the econ-
omy is studied in relation to a broader social framework. The topics
discussed underline Marshall's idea that man is the center of every study
aiming at understanding society. But Marshall's man is not an egoistic and
atomized economic man, quite the contrary.

Notes

1. There is, of course, an ongoing debate on what ¢conomic sociology is. See, for
example, Swedberg. (1997), Zafirovski. Milan. & Barry Levine. (1997).

2. Weber is perhaps the most well-known example. For a thorough discussion of
Weber's economic sociology see Swedberg (1998),

3. Exceptions do exist (Swedberg 1987). Swedberg has also edited a book on Schum-
peter’s economic sociology (1991), and of course Parsons (1949).

4. See also Marshall (1920a. p. 42, p. 139). For a discussion of Marshall’s definition on
econamics, see Dube (1962).

5. It is possible to see the influence of Spencer, the theory of development, and in
relation to Comte, the idea of stepwise development (Marshall 1920a, 7-6), in Marshall's
writings (Whitaker, 1977, Glassburner, 1955). Other person who influenced Marshall
were Kant and Roscher (Keynes 1951 pp. 138-139), and Menger. Marshall's copy of
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Menger's Grundsdize, was well read and includes “detailed marginal comments” (F. v.
Hayek, in fnternational Encyclopedia of the Social Sciences, 1968, 10: 124).

6. Marshall, however, was clear about the distinction between scientific matters and
the individual judgments of the scientist (1920b, 673-6). The discussion presented by
Parsons can also be found in two articles in Quarterly Journal of Economics (1931,1932),
both reprinted in Alfred Marshall, Critical Assessments, edited by John Cunningham
Wood.

7. See also Marshall (1920a, 1: 764; 1923, v). He moreover says that that “Strong men
are getting more and more recognition that a deep full character is the only true source
of happiness, and that it is very seldom formed without the pains of self compulsion and
some self repression” (1907:28).

8. Aristotle is not an unlikely source of inspiration to Marshall, who refers to Aristotle
several times. At the same time he was not a servile admirer of ancient Greece, quite the
contrary (1997, 126). There is moreover a similarity between Marx idea of how con-
sciousness is developed, and Marshall's idea of how man's character is developed
(1845-46/1970, 47).

9. That character is an essential part of his theory of economic evolution is doubtless,
this is also discussed by Youngson (1956/1982).

10. The most intense motives are the religious, but Marshall does not think they have
a great influence on the economy (1920a, 1).

11. Marshall criticizes previous generations of economists for not having made a
complete analysis of these more fundamental motives (1890: 281-2).

12. Marshall is then contrasting the northern to the southern parts of England, and he
says that there are more of social distinctions, which he describes as a “spirit of caste” in
the south, leading to fewer chances for people from the working classes to rise to higher
posts, which ultimately leads to less progress (1920a, 212-213).

13. To this one should add Marshall's view that government undertakings via bureau-
cratic organizations seldom are successtul, due in part to their large size and their great
age (19204, 304).

14. The concept “industrial districts” was brought into the present discussion by the
Italian economist Becattani, in the late 1970s (Zeitlin 1992, 281). The idea has created a
small movement of scholars using industrial districts as a key concept. An interesting
connection exists to the discussion of social capital, especially the concept that trust is
used as a bridge between these two ongoing discussions (See, for example, Schmitz.
1993). Marshall is also stressing 4 component that has been central in the discussion of
social capital, trust; he says that “Uprightness and mutual confidence are necessary
conditions for the growth of wealth” (1879, 11). It may be of some interest to the reader
that the concept social capital was introduced by Marshall, though in a slightly different
context than it is used today (Woolcock 1998). For an example of how Marshall’s ideas
of industrial district have been used see, Goodman, Bamford & Sayonor (eds.) (1989),
Pyke, Becattini & Sengenberger (1990), Pyke & Sengenberger (1992), Sabel and Zeitlin
(1983), Irwin and Kasarda (1994), and Powell and Smith-Doerr (1994). For a discussion
of the concept of industrial districts in Marshall, see Bellandi (1989).
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15. For a more detailed, though less sociological, study of Marshall's theory of
organization, see Gonce, (1982).

16. Marshall's idea of rent, for example, is taken up by Aage Serensen who use it as
a foundation for exploitation and class formation (1996).
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