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Notes on “Between God and the Market”

I thought that a few notes might help you with reading this essay. The piece has an unusual origin: my co-author, Ethan Kapstein, proposed the topic to the editors of

The Journal of Economic Perspectives, a general readership (i.e. non-technical) journal

published by the American Economic Association. They, in turn, contacted me to 

write the essay with Ethan because he is a political scientist and they wanted an economist involved in the project.

Ethan and I started working on the essay last winter and finished our work this past

summer. The version you have here is our final version before the editors of the journal went to work on it. The published version will be about half this length and is in press

now. 

Thus, what you have in your hands is more a descriptive essay than it is a standard, academic expository essay. The essay is meant to introduce economists to a piece of their professional history of which most will have absolutely no knowledge. My hope is to engage you a conversation that helps us to get at some of the larger issues involved in my current project at the National Humanities Center. (That project is to trace the trajectory of Social Gospel ideas in American economics from 1885-1935.) This piece deals more with the front end of my project, but it provides enough information to get us going, I hope.

 I am interested to know what I have neglected, what things I might fruitfully consider, and what kinds of interpretations are suggested by other disciplines. Religion and economics are not a common pair in academic work and so I have little to draw on  

in the professional literature(s). Thus, I am turning to you for criticism and suggestions.
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During the 19th century, the human suffering associated with the industrial revolution became a central topic of public debate in Europe and the United States. The question of what to do about the working poor generated a large literature and mobilized a large number of public movements. Social Darwinists like Herbert Spencer and William Graham Sumner argued that wealth and poverty reflected the presence of natural laws, and that any artificial efforts to raise incomes would only undermine a societal dynamics that served to maintain and improve the human race. A variety of religious, political, and labor groups countered with the assertion that modern capitalism had produced economic outcomes that were fundamentally unjust and unsustainable. The leaders of these organizations agitated on behalf of the rights of the working poor, and they called for such innovations as better working conditions, the franchise, unionization, minimum wages, unemployment insurance, and pensions. In short, they sought to de-commodify labor and remove its fate from the alleged laws of Nature and the market. 

Among the leaders of this broad reform program, few were as influential in the United States as University of Wisconsin economist Richard Ely, who founded the American Economic Association in 1885. His purpose was to bring a particular view of Christian ethics, one associated with the Protestant Social Gospel movement, into the economics profession, and he viewed the AEA as his chief vehicle in that undertaking. This essay traces the AEA’s religious roots, and in so doing we seek to raise some of the central normative questions that shaped the profession’s self-identity in its early period.

Ely brought social welfare concerns to the fore of American economics, and his focus on the plight of the working poor was due both to his religious upbringing and his own personal experiences after college with unemployment, homelessness, and poverty. The Social Gospel movement that shaped his adult worldview had taken special interest in what was then called the labor question, and its members rejected the idea that harsh working and living conditions were either necessary or inevitable. They supported the rise of unions and the creation of educational establishments that catered to workers as vehicles for improving industrial society. For those who accepted the Social Gospel, the philosophy of laissez-faire economics was selfish, inhumane, unchristian, unethical, immoral, and barbaric (Fine, 1956). Social Christians thus pleaded for an end to the wage system, and they called on employers to pay what today would popularly be called a living wage.

The so-called “new political economists” who sprang out of this movement influenced not only American social science, but public policy as well. As the squalid conditions of working people and their families became a regular topic of newspaper reporting and photography, and as labor unions grew in strength, both government and enterprise slowly and often grudgingly responded to workers’ demands. Indeed, it is in the Social Gospel movement, the new political economy, and the American Economic Association that we find many of the people and ideas that informed the progressive movement of the early 20th century and later, Franklin Roosevelt’s New Deal.

Labor and the Industrial Revolution 

tc \l4 "Labor and the Industrial Revolution Labor and the Industrial Revolution tc \l4 "Labor and the Industrial Revolution The first half of the 19th century was a period of tremendous social and economic upheaval, as the full effects of the agricultural and industrial revolutions were unleashed in Western Europe and, later, the United States. The historian E.J. Hobsbawm has written of this period that it destroyed old ways of life without the substitution of anything the laboring poor could regard as a satisfactory equivalent. Accordingly, in Europe, waves of desperation broke time and again in 1811-13, in 1815-17, in 1819, in 1826, in 1829-35, in 1838-42, in 1843-44, in 1846-48. At no other period since the seventeenth century can we speak of large masses of (the laboring poor) as revolutionary. (Hobsbawm 1969)

Throughout this half-century, rival political groups and ideologies sought to define the appropriate societal response to these economic developments. On the one hand, advocates of laissez-faire economics and Social Darwinism, led by Herbert Spencer, sought to show that economic laws were as natural as gravity; and indeed Spencer was compared with Newton in some quarters. In both England and the United States, a powerful coalition of businessmen, government officials, thinkers, and religious leaders articulated this position, calling industrial progress the working out of God’s plan. To be sure, wealthy individuals were welcome and even encouraged by their churches to give charity to those who found themselves hungry and without shelter. But poverty itself should not be “rewarded,” since that would only encourage slackers, and the effects on society as a whole could be devastating (Hofstadter, 1944; Fine, 1956).

 Socialists, chartists, utopians, and organized unions countered by advocating public policies that promoted land reform, factory laws, suffrage extension, and better educational opportunities. Even some factory owners, like the utopian thinker Robert Owen, began to express doubts about the newly emerging industrial economy. In his later years, Owen would come to oppose the whole capitalistic profit system and to support all causes that promised to reduce the exploitation of workers (Craig 1961). To this broad collection of thinkers and agitators, there was nothing at all natural about the industrial revolution; like earlier political-economic developments, the industrial revolution had created new patterns of winners and losers that were morally arbitrary.

Notwithstanding Keynes’s famous assertion regarding the influence of academic scribblers, history often moves in response to the facts on the ground as opposed to the ideas in the air. As Europe reached the year 1848, revolutions and revolts began to sprout across the continent from France to Prussia, catalyzed largely by the poor harvests. In Paris, the July Monarchy was quickly overthrown, largely because of the city’s food shortages. Among the first acts of the newly proclaimed republic was to reduce street disorders and crime and to improve the city’s food supplies. The most pressing obstacle to social peace was the continued economic distress. In a remarkable statement, the new government proclaimed its belief in the right of all citizens to work. (Craig 1961)

With the development of serious radical reform movements, especially the rise of Socialist parties, 19th century European governments were pressured to do even more to ease the plight of working people. In Germany, the creation of what is today called social policy was especially dramatic. While Chancellor Bismarck’s initial approach towards the growing German Socialist party was to suppress it and throw its leaders in jail, he quickly recognized that such coercive measures were doomed and would only produce a backlash against the government’s authority. In his usual fashion, he thus changed gears, offering workers some of the Socialist Party’s most important ideas concerning worker protection. As a result, over the next decade the German government introduced health insurance, workmen’s compensation and, in 1889, old age and disability insurance, well in advance of any other industrial state (Stolper 1969).

While the American experience with the industrial revolution followed a unique domestic course, Civil War and massive immigration, for example, were important intervening variables, some of the debates about its consequences for working people, and proposals regarding appropriate policy responses, resonated with themes already heard in Europe. Indeed, some of industrialism’s sharpest critics were themselves recent migrants to the New World. Robert Owen is a conspicuous example, having left Scotland to establish the utopian community of New Harmony, Indiana in 1825.  

In many respects, the United States was temperamentally unprepared for the related developments of industrialization and urbanization. Brought up on Jeffersonian liberalism, the native ideology revered the farmer and the frontier; the rugged individual of popular myth. Manufacturing, commerce, and industry were seemingly inimical to a most fundamental constitutional principle of the decentralization of economic and political power (Hartz 1955).

 It is one of the great ironies of history that this land would give eventually birth to an industrial powerhouse. Even stranger, that process failed to ignite the sort of political backlash that culminated, in Europe, in the formation of strong new labor parties. These parties would, over time, win seats in government and even transform European regimes (and later, industrial enterprises) into corporatist entities in which business, the state, and labor were all given a formal voice in policy-making. The American response to industrialization, in contrast, was more sporadic and less radical; yet, over time, it also managed to take into account workers’ demands for a better standard of living. Those demands, while in the main articulated by workers themselves, would find widening support during the 19th century among academics, journalists, and religious leaders.

Not surprisingly, periods of economic depression, which brought into sharp focus the degradation of the working poor and the unemployed, often acted as catalysts for reform-minded movements. The depressions of 1819 and 1837, for example, brought to the surface the first conspicuous criticisms of the industrial regime in the form of utopian communities and publications, an anti-monopoly movement, and reform leagues of workers (Mitchell and Mitchell, 1947). Unions began to emerge in these first decades of the 19th century, with calls for reduced working hours, greater access to education, and the control of monopolies. According to Broadus and Louise Mitchell, workers in this period were stirred to political activity all over the country, north, south, and west, and some fifty newspapers endorsed their object (Mitchell and Mitchell, 1947). Grudgingly, some of their demands, particularly the expansion of public schools, would be met by legislatures in such states as New York and Massachusetts.  

 During these years, the widespread use of child labor in the New England mills became a chief object of popular concern. While in 1820 nearly half the mill workers were children, the number fell sharply following the depression. Long hours of work and conditions that were often deplorable came under increasing attack, and in 1842 Massachusetts introduced the ten-hour workday for children under twelve.

Boards of Health began to appear somewhat later, in the 1850s, and some of these boldly advertised the living conditions of industrial workers. Overcrowding, poor sewage, and lack of ventilation encouraged the breeding of diseases within tenement houses, and the rude clash between pastoral countryside and urban slum became a subject for artists, writers, and the emerging field of photography.
 All these developments helped to popularize an image of industrialization that stood in sharp contrast to Americas pastoral myths about itself (Hartz, 1955).

Yet it was really the Civil War that brought the industrial revolution and its consequences into sharp and lasting focus. This is not just for the obvious reason that the war itself was an industrial conflict, with the use of machine guns, railroads, battleships, and the telegraph, but even more so because of the social changes it brought in its wake. More than anything, labor was needed for the war: it supplied the cannon fodder and in exchange for that sacrifice it was only natural for workers to demand a better life upon returning home. And as we will see in the following section, the war had a profound effect on religious movements in the United States as well, spurring the development of what would eventually become the Social Gospel movement.

Increasing demands by labor for better wages and working conditions were fueled in part by a growing perception that the lives of working people had worsened during the antebellum period, a perception fueled by leading newspapers at the time (Ware 1959). While there remains a debate among economic historians about trends in income and wealth distribution in 19th century America, a recent study by Lindert (1997) confirms what Ratner, Soltow and Sylla (1979) reported twenty years ago: that income and wealth inequality rose in the first half of the 19th century. According to the three authors, there was a high degree of inequality in wealth distribution in America in 1860, with the top 30 percent of the population holding an estimated 95 percent of the wealth. Further, these inequalities appeared to be greater in urban areas, where they were probably more visually striking as well, thus providing profitable grist for journalistic mills.

Nobody made greater hay from the emerging labor question than Horace Greeley. Writing in 1845, he observed that, “Our city of New York is enjoying an unusual degree of thrift and prosperity, growing and expanding on all sides, increasing in population, in business and in wealth. And yet it is our deliberate estimate, the result of much inquiry, that the average earnings of those who live by simple labor embracing at least two thirds of our population scarcely, if at all, exceed one dollar per week. On this pittance, and very much less than this in many thousands of instances, three hundred thousand persons must pay city rents, buy their clothing, and obtain such medical attendance, religious consolation, mental culture, and means of enjoyment as they have .”(Ware 1959)  

The first organized expression of heightened labor resolve to improve its condition was the formation of the National Labor Union (NLU) in 1866. The central platform of the first NLU convention, which drew representatives of local unions and trade assemblies from across the country, was the eight-hour working day, a program that was meant to create more jobs while bettering the lives of those still at work. While the federal government did not adopt such legislation at this time (although, ironically, federal employees had won the ten hour day back in 1840) six states did so.

 Yet these early victories would have a perverse effect on the nascent movement. Rather than motivating it to focus attention on the extension of such legislation to other states, or on related efforts to improve working conditions, it now radically broadened its platform, with a call to expand the money supply in the face of the deepening depression. As the NLU entered debates that were increasingly removed from immediate worker concerns, political infighting increased. By 1872, as it attempted to create a national political party, it would collapse, as its most important member unions decided to secede (Ratner, Soltow, and Sylla 1979).

To be sure, systemic pressures also had a hand in crushing the NLU. Immigration from Europe greatly increased the supply of labor in the mid-to-late 19th century, and these workers were willing to accept existing pay scales and hours of work.  Efforts by the NLU to engage European labor unions in common cause , an early example of transnational collaboration, proved unsuccessful. Once again, the union appeared incapable of providing its members with any specific benefits.

The end of the NLU did not, of course, spell the end of the union movement. The Knights of Labor, founded in Philadelphia in 1869, would to some extent supplant it. The Knights provided sympathetic support to strikes by various unions throughout Pennsylvania in the 1870s, again making working conditions in coal mines and steel mills topics of popular concern. By 1885, the year the American Economic Association was founded, the Knights had some 700,000 members (Mitchell and Mitchell, 1947).

The Liberal Protestant Response 

Against the background of these rapid changes in American society, one of the most 

surprising responses was that of the liberal Protestants. As we have already seen, the last decades 

of the 19th century were the occasion for labor strife and increasing union activity, as workers 

rebelled against the changes wrought by industrialization, technological change, and 

urbanization. But historically the Protestant churches had been among the most vehement 

supporters in American society in favor of laissez-faire economic policies and against the 

possibility of class conflict.
 In fact, not only was laissez-faire preached from the 

pulpit, but several of America’s most prominent economists in the 19th century were also 

Protestant ministers: both Francis Wayland (who became president of Brown University) and  

John MacVickar, for example, were prominent textbook authors who propounded a secularized 

Protestant ethos of production for an expanding commercial society (Burke 1995, 61).

Given this background, the Protestant churches seemed an unlikely place for calls for a 

new economic order, or a new economics. But other than the unions, no group in the late 19th 

century was more concerned with the new social ills or their amelioration than the emerging 

group of liberal Protestants who formed what we now call the Social Gospel movement.
 And 

because of the social position of the Social Gospelers and the checkered career of organized labor 

in the last century, there is probably no group that provided more sustained public exposure for 

arguments against laissez-faire.

Because of the secularization of American society since the First World War, it is difficult for our generation to fully grasp the force of either the Protestants who supported laissez-faire, or their opponents who advocated the Social Gospel. But in the 19th century, the American ethos was largely derivative of a Protestant self-identity. Not until the immigration of large numbers of Jews and Catholics after the Civil War did the slow process of separating American identity from Protestantism begin.

A nice example of this Protestant-American culture would be Josiah  Strong’s Our  Country: Its  Possible Future and Present Crisis published in 1885. This small book, which was actually a revision of an evangelical Christian handbook for domestic mission work, was the best selling book in the fifty year period following the publication of Harriet Beecher Stowe’s classic Uncle Tom’s Cabin.  It served as a plea for the evangelization of the immigrating workers living in the large cities and as a call to finish the Protestant evangelization of America. Strong wanted to “Christianize, Americanize, and Anglo-Saxonize” the country.

Amidst the social dislocation associated with industrialization and urbanization, and decreasing church attendance following the Civil War, the new liberal Protestant voices offered a vision that was both idealistic and self-interested. Their Christian principles certainly made it clear to them that the growing inequality in the Gilded Age was a serious social problem, and that the living conditions of immigrants and workers in the burgeoning cities were abhorrent. But they also worried about how to fill their churches in a world in which the presuppositions of small town America seemed to be crumbling. In meeting these challenges, the advocates of the Social Gospel would exhibit an amazing energy and zeal, as exemplified in the careers of such new political economists as Richard T. Ely and John R. Commons.
 

The first great national figure in the Social Gospel movement was Washington Gladden, 

who was called to be the minister of First Congregational Church in Columbus, Ohio in 1882.
  

Gladden’s first book, Working People and Their Employers (1876), was in the traditional 

Protestant mold. While he expressed concern for the plight of workers, and so rejected the 

teachings of classical political economists like Wayland, he still viewed state interference in the economy and trade unions with suspicion. Initially, Gladden believed that the application of the Golden Rule was all that was needed to reform American industrial relations. After arriving in Columbus, however, he began his transformation into a more outspoken critic of laissez-faire and began to call for the state to become an active agent of Christian ethics. He repudiated the teachings of both the laissez-faire economists and the Social Darwinists. “We are not hopelessly drifting in the current of social progress; we may shape our own course and choose our own port.” (Gladden 1893, 37).

But while Gladden moved further and further toward an appreciation of the role of the

state in helping the humblest and poorest and weakest, his brand of social Christianity was

of a moderate form when compared to those of a William D. P. Bliss or George Herron. Bliss

was an Episcopal priest and member of the Knights of Labor, and he led the organization of both the Society of Christian Socialists in 1889 and the Mission of the Carpenter in 1890. Neither group would survive the century, but they represented the two pronged approach that many to the

left of Gladden endorsed. While the Mission was to support the work of Christians in the

urban slums, the Society was a lobbying group that advocated for the eight hour work day, school lunches for all children, the emancipation of women, slum-clearance, municipal ownership of public utilities, and a whole host of other projects that we today would think of as social democratic in nature.

Still, while he was more radical than Gladden, Bliss was hardly the most left-wing of the Social Gospelers. That position belonged to Herron, who was “without a doubt, the most dramatic figure of the Social Gospel movement in the 1890's” (Fine, 1956, 193). Herron mounted a full frontal attack against capitalism and its supporters, the laissez-faire economists. Herron argued that Cain had been the first political economist and that the whole system of capitalism was based on the sinfulness of human greed and self-interest. To Herron, the whole nation, not just individual souls needed to be saved. “God is disappointed in this nation,” he charged. “We are a fallen nation, an apostate people.” (Herron, 1895, 179). As the titles of three of his books from the mid-1890's indicate, he saw America’s only salvation in state control of the economy: The New Redemption: A Call to the Church to Reconstruct Society According to the Gospel of Christ; The Christian Society; and The Christian State: A Political Vision of Christ. 

Herron came to national prominence in 1890 with a sermon entitled “The Message of Jesus for Men of Wealth,” a fiery, but vague condemnation of wealth and wealth acquisition. This sermon, which Herron gave on hundreds of occasions as he crossed the country by train, repudiated greed and inequality, but it fell far short of a call for any explicit alternative to industrial capitalism. As the decade went on, however, he became more clearly focused on some form of state socialism as the only Christian answer to the conflict between capital and labor. Herron toured the country every year after 1893 giving a new set of sermons that were subsequently published as books. His dream was to build the Kingdom of God on this earth, and this led to the name for his brand of social Christianity: the Kingdom Movement.

The Kingdom Movement would turn out to be “the most brilliant episode” in the history 

of the Social Gospel, and it drew on all the existing threads of the evolving social Christian 

tradition.
 Washington Gladden was an initial member, as was Josiah Strong. They would bring in their train a number of academic supporters, including several economists who would later rise to prominence.

The most influential lay leader of the movement was the economist Richard T. Ely of Johns Hopkins (he would later move to the University of Wisconsin), who was actively involved  between 1893 and 1895 as a founding member with Herron of the American Institute of Christian Sociology, an organization which held Chautauqua style summer institutes to promote the Social Gospel. Ely’s former and ultimately most famous graduate student at Hopkins, John R. Commons, was recruited as the first Secretary-Treasurer of the Institute. All of these men shared common beliefs that Christian ethics condemned a society based on human greed and that they were working for  the evolution of American society toward an ethic of co-operation and increased equality.

The Formation of the American Economic Association 

tc \l4 "The Formation of the American Economic Association The Formation of the American Economic Associationtc \l4 "The Formation of the American Economic AssociationEly’s and Commons’s  involvement in  the American Institute of  Christian Sociology represents the fluidity of evolving American professional life at the end of last century. Both men were in the wave of newly trained academics. After graduating from Columbia, Ely had gone to Germany in 1876 to pursue a doctorate; he returned in 1880 as one of the few Ph.D. economists   in America. His first teaching post was at Johns Hopkins, where one of his first students was Commons (1888-90). Commons finished his Masters degree under Ely, then began a career teaching at several different colleges and universities (Commons, 1934). Although graduate education was quickly evolving, there were still no regular tenure practices or academic freedom as we understand it today. The role of the university professor in American society was still evolving.

The Formation of the American Economic Association tc \l4 "The Formation of the American Economic Association Ely’s fame in the 1880's and 1890's rested largely on his prolific output as an author. In 

the late nineteenth century, he and Gladden were the best-known proponents of social 

Christianity in America, quite literally becoming household names. By 1892, Ely’s books were being widely read by Protestants who gathered in various social unions, despite their academic character.
 His first book, French and German Socialism in Modern Times (1883) was an effort to objectively investigate the principles of socialism without making a firm conclusion about its desirability. His second book, however, The Labor Movement in America (1886) challenged all the orthodoxies of the conservative, Protestant establishment. In particular, he advocated the right of workers to organize in their own behalf and to withhold their labor from the market when it would lead to higher wages. Both of these positions were anathema to the advocates of laissez-faire, and in a famous moment in American economics, Simon Newcomb, Ely’s colleague at Johns Hopkins, claimed in his review of the book that no one who wrote such opinions deserved to teach in an American university. 

Ely was undaunted, however, since he fervently believed that the force of evolution was on his side. In the preface to The Labor Movement in America, his optimism shown through in his address to workers: “Christ and all Christly people are with you for the right. Never let go that confidence. This is a sure guarantee of the successful issue of every good cause, the righting of every wrong.” (Ely, 1886, xi). Ely understood quite well that evolution took time, and he did not hold out hope of a linear, uninterrupted progress for workingmen, but he was sure of the rightness of his argument and of the eventual achievement of his ends.

But Ely did not believe that the progress he sought would take place without great effort. 

Human agency, Christian human agency, was the necessary element for all human betterment in 

his understanding of evolution. Thus, when he published The Labor Movement in America, he wrote his mother to say, “Woe is me if I preach not this gospel.” (Ely, 1938, 15). Ely believed that he had been called by God to make his best effort to contribute to building a better society. 

Just as it is difficult for us today to comprehend the full strength of the Protestant ethos in 19th century America, it is no less problematic to appreciate the way in which a social scientist like Ely defined himself. Although it has become common among historians (including economic historians) to refer to Ely primarily as a preacher and a prophet, this has suggested an all-too-quick dismissal of the “scientific” nature of his achievement by noting that he made no lasting contributions to economic theory. This opinion takes Ely out of his own context and filters him through an anachronistic lens.

While it is certainly true that Ely was a “prophet and preacher,” and prided himself on that fact, we must emphasize that he also perceived himself as the epitome of a scientist. His graduate training in Germany after college at Columbia introduced him to the most sophisticated academic program then available in economics. Studying under Karl Knies at Heidelberg, he had mastered the historical, statistical approach to economic analysis. When he looked at the American intellectual heirs to the classical British economists, he saw nothing more than propagandists who refused to look at actual economic conditions. To deny the degraded condition of workers and immigrants in urban centers was, to him, the epitome of unscientific work. A scientist, in Ely’s view, would be anxious to collect facts about workers and their living conditions and to analyze them in the hope of providing insights about human betterment. 

Ely’s own self-understanding can be seen in his approach to the contemporary debates over evolution. Liberal Protestants, like Ely, were the strongest proponents of teaching laboratory science (and Darwin) in college curricula. They saw the older Protestants who denied the validity of Darwin’s work, as well as the social theorists who corrupted it for the purposes of advocating laissez-faire, like William Graham Sumner, as the forces working against science in American culture. The objective of the liberal Protestants was to establish a more scientific study of society to undercut what they saw as empty preaching from unproven first principles; they wanted to collect data, study the historical evolution of society, develop theories that reflected social reality, and contribute to policy debate.

Toward this end, Ely and several of his contemporaries set about in 1885 to establish an 

organization to further their scientific agenda with respect to political economy. In 1884, Simon N. Patten and Edmund J. James had put together a constitution for a group to be called the Society for the Study of National Economy, but their plans fell through. Ely then launched his alternative, which he had been planning for some time: the American Economic Association. The group’s Statement of Principles nicely captures the sense in which the Social Gospel, evolutionary ideas, and scientific self-identity were inextricably linked for Ely.

1. We regard the state as an agency whose positive assistance is one of the indispensable

conditions of human progress.

2. We believe that political economy as a science is still in an early stage of its 

development. While we appreciate the work of former economists, we look, not so much

to speculation as to the historical and statistical study of actual conditions of economic

life for the satisfactory accomplishment of that development.

3. We hold that the conflict of labor and capital has brought into prominence a vast

number of social problems, whose solution requires the united efforts, each in its own

sphere, of the church, of the state, and of science.

4. In the study of the industrial and commercial policy of governments we take no

partisan attitude. We believe in a progressive development of economic conditions, 

which must be met by a corresponding development of legislative policy.

Although the original membership numbered less than 50 people, it included many “scientific” economists of the first order, including John Bates Clark, who had been one of the first American advocates of Christian socialism in the 1860's and 1870's; Henry Carter Adams, the first American Ph.D. in political economy, and a committed social Christian ; and Simon Nelson Patten, who had trained in Germany with Ely. The Association also included ministers and businessmen. What all of these men wanted was to develop an organization that would further the ethical ideals articulated in the Social Gospel through the advancement of social scientific research.

tc \l4 "The Legacy of the Social Gospel in American Economics

tc \l4 "The Legacy of the Social Gospel in American EconomicsThe Legacy of the Social Gospel in American Economicstc \l4 "The Legacy of the Social Gospel in American EconomicsIn ways that Ely could not have predicted in 1885, the newly founded organization would

serve his purposes well over the coming decades.  This must have been a questionable prospect at first, given the meager initial membership and the positions of power that the laissez-faire

economists held in almost every major university in the country. Indeed, Ely’s early hopes for the AEA as an ethical vehicle were soon dashed, and in 1892 he felt compelled to avoid attending the Association’s annual meeting because so many prominent advocates of laissez-faire had become members!

This development reminds us that, while social Christianity was advocated by many of the brightest and most forward looking Americans of the late 19th century, the fact is that they remained in the minority. Until the Civil War, all American Protestants had shared a set of common beliefs, despite their denominational differences. All, for instance, would have described themselves as evangelical Christians because they believed in the literal truth of the Bible. But the decades after the war marked the end of this unity. Martin Marty (1986) has referred to the evolving Protestant world after the war as “the two party system”: one group of Protestants, the private party, focused on individual salvation; the other group, the public party, focused on public problems and their solution. The public party gained considerable ground in the last decades of the century, but it never achieved majority status.

In fact, the public party’s influence had probably reached its 19th century zenith at just the time that the AEA was founded. After the terrible Haymarket murders  in 1886, social Christians become more circumspect in the face of growing violence between labor, management, and the state. Social Christians were certainly progressive, but few of them advocated revolution. Then, the Great Depression of 1893 caused new strains within the movement from which it would never fully recover.

 This result was due largely to the increasing radicalism of the most visible Social Christian leader, George Herron. As he became more and more extreme, it became easier and easier to pillory the entire Gospel movement. Walter Rauschenbusch, who would help lead the Social Gospel back to respectability in the first decade of the 20th century, wrote shortly before his death that in 1900 the advocates of social Christianity had been “in the wilderness” (Rauschenbusch 1912, 9). 

Indeed, the two most famous Social Gospel economists of the 1890's, Richard Ely and John Commons, both suffered grievous political attacks during the course of the decade. Ely was tried in 1894 on allegations that he was involved with strikers and advocated socialism, and Commons lost his chair at Syracuse in 1899 for his radical beliefs. That seemed to put a permanent end to any aspirations they might have for an ethical economics and its vehicle, the AEA.

But the new century would mark an unexpected and unpredictable turn in the fortunes

of the “new economics” that Ely had advocated. Herron’s political views caused him to lose his chair at Iowa College in 1900, and he left the country permanently 2 years later for Italy after a scandalous divorce and the loss of his ordination. This rid the Social Gospel of its most radical and divisive leader, enabling Rauschenbusch—widely known as America’s greatest theologian—to assume command. At the same time, a new group of journalists, popularly known as “muckrakers,” began to break through public opinion with their exposes of corporate America and urban slums. All these developments put the idea of progressive reform back on the nation’s agenda.

In 1908, virtually all the mainline Protestant churches formally adopted the Social Creed

of the Churches, a document that committed them to support a “living wage” for all workers,

the end of child labor, the end of seven day work weeks, and a whole range of reforms in

industrial relations. This eventually led to the largest evangelization movement in the nation’s history, the Men and Religion Forward Movement, which organized groups in most urban areas to identify social problems in each community. These sudden changes reflected the new tone of the times. The people in the pews, fired up by muckraking journalism, were now concerned about social questions and the churches were following their lead.

But these changes also helped lift the cloud from reform-minded academics

like Ely and Commons, creating new demand for their services. Whereas Ely had made a conscious (if ultimately temporary) turn away from labor organizing and public work after his trial, and Commons had left academe after his termination at Syracuse with no plan to return, both suddenly found themselves back in vogue as the new century unfolded. They assumed prominent positions at that great progressive institution, the University of Wisconsin, placing it at the center of the new subfield of labor economics.
 Indeed, the whole cadre of economists who had followed Ely in forming the AEA now assumed top posts across the country.

Ely had referred to his “new economics” as “ethical economics” in the 1880s, and during the first two decades of the 20th century that seemed like an appropriate moniker for the profession. In this period, there was no dominate school of thought; rather, there were historical economists and marginalist economists, although the terms were not mutually exclusive and there was a genuine openness to either approach if they were used to address social problems.
 The one common element identifying the American economics profession at the time was its ethical, or social, concern.
 

Ely’s work would also open the door to new paradigms like Institutionalism, that would dominate American economic discourse during the 1920's. Further, this legacy of the Social Gospelers was not confined to academe. Just as Ely and the founders of the AEA had hoped, their new, ethical economics had a real impact on American society and politics. Social Gospelers like Ely and Commons were instrumental in the Progressive Movement in the first two decades of this century (again it is no coincidence that one of the movements great leaders, Robert LaFollette, was a senator from Wisconsin), and they could claim at least partial credit for a whole host of reforms that were once unthinkable in the American political context, from unemployment insurance to worker safety and child labor laws.

It was, of course, this early effort that later helped pave the way for a New Deal that, in the words of Franklin Roosevelt, rejected the existing dispensation.
 Calls for social justice and active government were no longer limited to preachers and union leaders; these were the words of the President of the United States. The New Deal was populated by officials like Harry Hopkins, Rexford Tugwell, and Edwin Witte who traced their lineage to the Social Gospel, and they helped to introduce and implement a whole new set of reforms and changes in the American economy during the Great Depression.
 In their program we see the first glimmers of the postwar welfare state, and the institutionalization of social safety nets for the least vulnerable members of society.

tc \l4 "tc \l4 "Conclusions
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Whether the impact of the Social Gospel and new political economy on American life was ultimately for the good is something that scholars may debate for generations to come.
 Today most economists probably bring to the policy arena a significant degree of skepticism about government’s ability to create a better world, and many have devoted considerable effort in recent years to reducing its scope of activity and claims to scarce national resources. Yet to suggest that the legacy of the Social Gospel is found mainly in government policy-making is to miss an important point.

From the perspective of today’s professional economist, perhaps the more enduring issue raised by the Social Christian movement concerns our definition of welfare. While the utilitarian perspective has defined the terms of debate for most of this century, it has hardly exhausted the topic; again, the work of Amartya Sen, along with that of philosophers like John Rawls, comes readily to mind. Indeed, one could reasonably argue that the concept of social welfare remains one of the most contested terms of art in economics, in large part because of the profession’s difficulty in conceptualizing problems of equity and “distributive justice.” While “more” may mean “better” in most cases, it is not always so, and the question of how the gains get distributed still lingers.

Some of the loudest criticisms that economists have heard in recent decades, both from inside and outside the profession, can be heard as complaints that the profession is not living up to the original AEA statement of principles. Instead of focusing on the actual conditions and social problems of economic life, as the statement of principles emphasized, economists have been criticized for placing too much emphasis on a priori reasoning, abstract modeling, and mathematical technique. Instead of viewing the role of the state pragmatically, on a case by case basis, economists have viewed it abstractly, seeing it either as the solution to almost all of America's problems (as in the 1930s) or as leading the cause of America's problems (in the 1970s and 1980s). Thus, while much criticism of the profession has been ill-informed and facile, a strong case can be made that in the years after World War II, the orientation of the economics profession did shift away from a foundation of common ethical concern which had characterized economists during the opening decades of the 20th century (Bateman, 1998). 

Recent years have seen some resurgence of interest in practical concerns, including the focus of many top economists on issues of income inequality, welfare reform, health care financing reform, and how to raise the standard of living for the poorest countries in the world. Still, it is difficult not to believe that modern economists have something to learn from contemplating the principles of social concern that informed the founding of the American Economic Association.
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� See below, note 20, on the complicated legacy of the Social Gospel in the New Deal.


�Alexander Alland (1973) provides a full treatment of the role of Jacob Riis’s photography in


the Progressive Movement.


� For an excellent treatment of the evolution of arguments about laissez-faire and


class in American society from 1770-1870, see Martin J. Burke (1995).


� Initially, American colleges had relied on Jean-Baptiste Say’s Treatise on Political Economy (translated in 1821) as a manual for teaching the virtues of laissez-faire, but the works of the American writers replaced it quickly.


� The term Social Gospel was coined in 1886, but it did not come into widespread use


until the first decade of this century with the work of Walter Rauschenbusch. In the 1880's and


1890's, the terms social Christianity and Kingdom Movement both had more currency than


the Social Gospel Movement.


� Ralph Luker (1991) provides the fullest contemporary explanation of Strong’s argument


for Anglo-Saxonizing the nation.  


�Richard Gonce (1996) and Bradley Bateman (1998) provide accounts of the influence of the


Social Gospel in different periods of Commons’s life.


�From the beginning of the Republic, until well into this century, all prominent Protestant


theologians were also ministers of local parishes. Thus from Jonathan Edwards until Reinhold


Niebuhr, America’s great theologians also carried all the responsibilities of preaching and 


ministering to large congregations. It is only in this century that theologians have become


professionally removed from the daily lives of parishioners.


�Robert T. Handy (1950) is still the best short history of Herron and the Kingdom Movement.


�Fine 1956, 197


�Mary O. Furner (1975) is still the classic study of the early fights over academic freedom


in the late 19th century. Not surprisingly, economists, including Ely and Commons, play a central role in the story.


� See John R. Everett 1946, 75. Ely would eventually author (or co-author) 24 books.


�Ely’s 1936 essay delivered on the occasion of the 50th anniversary of the founding


of the A.E.A.  is a good source for the particulars of these first principles. Benjamin G. Rader


(1966) is probably the best historical account of the details of the founding and the first years


of the Association.


�It is important to note that the founders were an inclusive group. Thus, an Ethical Culturalist


such as E.R.A. Seligman was comfortable in helping to found the organization because he shared


the ethical aspirations of the Protestants, although he was not one himself.


�David Gorrell (1988) has told the story of the institutionalization of the Social Gospel


in the first decade of this century in greater detail than anyone else.


�See Rader (1966) on Ely’s decision to change his tack and Commons (1934) on his


original intention not to return to academe.


�As Malcolm Rutherford (1997) has pointed out, there was no self-identified school


of Institutionalism until 1918.


�Bateman (1998) provides an account of the effects of the later disintegration of this common ethical concern. 


�See Rader (1966) and Lafayette Harter (1967) for full treatments of the reforms


that Ely and Commons were involved in.


�Here the legacy becomes complicated in the sense that many of the original 


Progressives, including Ely, did not endorse the New Deal.  See Otis Graham (1967) for 


a fuller treatment of the complicated legacy of the Progressives in the New Deal. But in cases such as Harry Hopkins, Rexford Tugwell or Edwin Witte, it is correct to identify them as products of the movement that was spawned by the Social Gospel.





�William Barber (1996) contains the best overview of the influence of Institutionalism


on the New Deal. Also see  Marcia Balisciano (1998) and Anne Mayhew (1998) on the interplay between Institutional thought and American economic policy in the 1920's. 


�On a more fundamental level, Everett (1946) offers an interesting early critique of the theology of the Social Gospel.








