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A Certain Rude Honesty: Was John Bates Clark a Neoclassical or a Progressive?

I ntroduction

In his own day, John Bates Clark (1847-1938) was caricatured as an apologist for laissez-faire
capitalism (Veblen 1908).1  The caricature has shown staying power, ameasure, perhaps, of the rlaive
paucity of scholarship on Clark and hiswork. Recent Clark research signasawelcome attempt at amore
rounded portrait of the most eminent American political economist of acentury ago (Morgan 1994, Henry
1995, Persky 2000). But, asis routinely the case with revisonist work, some new scholarship goestoo
far. Some revisonigts remake Clark the apologist for capitd into its inverse — Clark the progressve
exemplar. Prasch (1998, 2000), for example, depicts Clark as a progressive paragon, which groups him
withthe greet reformers of Progressive-erapolitical economy — Socia Gospeerssuch asRichard T. Ely
and his protégé John R. Commons, labor legidation activigs such as Clark’s junior colleague Henry R.
Seager and Commons s student John B. Andrews, and Fabian socidists such as Sidney Webb.

This paper argues that John Bates Clark is neither a partisan of Capitd, as the caricature had i,
nor a partisan of Labor, aswere the progressives. Especialy with respect to the leading issues of the day
— labor relations and trust regulation — Clark is better regarded as a nascent American neoclassicd, a
partisan of what came to be caled efficiency. In particular, Clark celebrates the competitive markets his
progressive peers regard as moraly and economicaly destructive.  Clark ultimately judges market
outcomes, market inditutions (e.g. labor unions), and market regulation by their efficacy in redlizing

competitive prices and wages, which for Clark are what justice requires.

1 All successful caricatures contain an element of truth, and Clark surely invited controversy when
he argued that workers paid their marginal product get what they deserve. George Stigler (1941: 297)
chargesthat Clark’ s“naive productivity ethics’ had “ afforded some groundsfor the popular and superficia
dlegation that neo-classicad economics was essentialy an apologetic for the existing economic order,”
making Clark “amade-to-order foil for the diatribes of Veblen.” Schumpeter (1954: 869-870), likewise
indicts Clark for permitting critics to associate margindist thinking with “capita apologetics.” Joan
Robinson (1962: 53) qudifies as one suchcritic, when shewrites: “thewhole point of utility wasto judtify
laisser faire”



Fire, adisclamer. | consder only the mature Clark, defined as his work from the period when
he consolidates his early margind productivity statements into The Distribution of Wealth (1899) until
the end of hispublished research in economics, aninterva that spansthe Progressive era, from about 1890
to the outbreak of thefirst World War in the summer of 1914.2 Thisemphasis, by design, leavesuntouched
acentrd interest among Clark scholars: whether the younger Clark’s New Englander papers (gathered
in The Philosophy of Wealth 1886), with their organicist and Socid Chrigtian sentiments, can be made
coherent with the mature Clark’ swork, especidly his magnum opus (1899) strong defense of the margina
productivity theory of factor pricing and digtribution, and his famoudy controversid view that a Clarkian
digtribution is necessarily just.?

Wefirg present Clark’ stheory of wages and hisview of legad minimum wages. Second, we take
up Clark on labor arbitration and trade unions. Clark on goods-market monopoly and trust regulation is
third. Fourth, given the distance between the American economy and Clark’ sidedlized competitive modd,
| congder Clark policy positionsinpractice. Fifthisprogressve American political economy’ scommitment
to socid activiam, as represented by the American Association of Labor Legidation, an American
Economic Association (AEA) offshoot. We conclude with a summary appraisal of Clark’s progressve
and neoclassical credentidls.

2 In Clark’s development of margina productivity theory, the major papers are “Capitd and its
Earnings’ (1888) and “The Possbility of a Scientific Law of Wages’ (1889), both published in the
Publications of the American Economic Association, “The Law of Wages and Interest” (1890),
published in the Annal's of the American Academy of Political and Social Science, and “Didribution as
Determined by aLaw of Rent” (1891), published in the Quarterly Journal of Economics. Thegerm of
Clark’ smargind productivity idessisvigblefar earlier than in thesewell devel oped satements, which form
the backbone of his Distribution of Wealth.

3 For aview that thereisindeed a“J.B. Clark problem”, see Tobin (1985). For an opposing view,
that the “two Clarks’ can be reconciled, see Henry 1995. Some higtorians in the “two-Clarks’ camp
regard Clak as an apodate. In this view, the younger Clark’s Chrigian Socidist leanings — fully
commensurate with those of Richard T. Ely, for example — are wholly and rapidly abandoned in the
aftermath of the May 1886 Chicago Haymarket violence, a bloody watershed in US labor rdations, and
of thereactiontoit. Inthisaccount, theinflection point in Clark’ sthought ismarked by Arthur T. Hadley's
post-Haymarket baiting of Clark for spreading the “crudest socidist fdlacies” (Dorfman 1949: 195).
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1. Footing in delusion: Clark’s wage theory and his view of legal minimum wages

Clark isbest known for his margind productivity theory of ditribution, which famoudy says that
“the digtribution of the income of a society is controlled by a naturd law, and that this law, if it worked
without friction, would giveto every agent of production theamount of wealth that agent produces.” (1899:
V). Labor’swage, which (in hisfrictionless satic model) Clark interchangeably cals” standard”, “norma”
“naturd” and“ competitive’, isthusdetermined by itsmargina product (what Clark ordinarily terms specific
product).* Clark conceives of dynamic changes (“frictions’) as perturbations to the equilibrating forces of
the static modd. Dynamic change brought on by technologica innovation, for example, increases labor
productivity, so that wages lag for atime before risng towards the new margina product.

Clark’ s essentid statement on minimum wages isashort essay in The Atlantic Monthly (1913).
Though some have argued differently (Prasch 2000), Clark (1913) cannot accurately beread asadefense
of legd minimum wages. Clark certainly had a more nuanced view of when state-determined minima are
judtified than the laissez-faire caricature permits. But it is difficult to read Clark (1913) as a defense of
minmumwages, il lessto regard Clark’ s position assimilar to that of Ely, Commons, Webb, or Seager.
A synopsis of Clark (1913) helps show why.

Clark (1913) opposes minimum wages, and in pungent language, except for the case of workers
accepting wages below their contribution to output. Even for this one exception, Clark asserts thet the
“legitimacy of such a[minimum wage] policy depends on the rate of pay that the law requires’ (292). In
particular, Clark arguesthat legal minimashould besat no higher than labor’ smargind product. Whenfixed
above margind product, minimum wages are “risky” (297) a best, and “inhumane’ (297) should the Sate
fall to provide the unprecedentedly “new and eaborate system of [public] relief” (294) that will be required

4 Clark’ s static model explicitly holds constant population, capita, technology, firm organization,
and consumer demand. (Clark 1899: 56). It also requires competition on the supply- and demand-sides
of goods and factor markets, perfect labor and capita mobility, and full employment of factors. Clark’s
margina productivity theory isprimarily atheory of |abor (factor) demand rather than of wage (factor price)
determination. \Wages are determinate only with atheory of labor supply, whichismostly implicitin Clark
(though see 1899: 90-4) and assumed to beinfinitely eagtic, so that the wage represents the margina cost
of labor to the firm. See, for example, Joan Robinson 1934: 298, n. 3.
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to “relieve the evil” (293) of lawsthat “we can be sure, without further testing” (290) will “sacriffice] . . .
the less capable,” (297) and create a “helpless class’ of workers involuntarily “throw[n] . . . out of
employment” (294). Binding minimum wages aso risk inefficiently “lur[ing] workers from private
employment” (295).

Moreover, Clark argues, public employment for those disemployed by lega minima“would depart
from al American precedents,” and would be opposed by organized labor (294). Even more serioudly,
public employment can serve as an “emergency measure’ (292) only, since the only long term hope for
“rescuing the workers who lose their places in consegquence of the minimum-wage law” (297) liesin
increased labor productivity viatechnologica progress.

Technologicd progress, Clark makes clear, comes uniquely from competition. “ The sole hopefor
the future comfort and modest luxury for the working class,” he asserts, “is dependence on the law of
surviva of productive methods and efficient managers.” (297). Concluding, Clark sees a “certain grim
humor” (296) in reformers, who denounce the law of survival as “a particularly crud festure of the
competitive system.” (296), being obliged to “[resume] an orthodox ettitude and apped from the stateto
a natural economic tendency, which they hope will turn the tide of unplaced labor toward the private
shops.” (296)

Insum, then, Clark’ s(1913) position on minimumwagesis:(1) binding minimumweagesarea“ grave
danger” (297) and therefore legidation should be considered only in market circumstances where workers
are paid wages below margina product; (2) decency requires public relief for workers discharged by
minimum wages, relief that is politically unprecedented and presents incentive problems; (3) public relief
for discharged workers is a temporary pdliative, ultimately untenable, since, in the long run, wages can
advance only with increased productivity, which comes uniquely from the technologica progressinduced
by competition. (Johnson 1938: 428).

Thisis not much of adefense of minimum wages, and il lessisit aprogressve defense. It surely
does not argue for the conclusion that “Clark . . . did not consder the margind product theory of wages
to be atdling argument againg minimum wage legidation.” (Prasch 2000: 260). Clark’s wage theory is
precisdly what leads him to rgect binding legd minima, granting an exception only where market



circumstances don’t comport with the theory’ sassumptions. Clark carefully explainsto theAtlantic reader
why the margind productivity of labor (“labor employed in connection with a fixed amount of capitd”)
diminishesin the number of workers (291). Heregardsit asa“basicfact” that the“[wage] which canbe
paid islimited by the specific productivity of labor” (292). Clark (1913) argues over and over again for
the certainty that workers will be disemployed by binding minimum wages, and that “the higher the
obligatory rate of pay, the larger will be the number of persons remanded to idleness.” (292). Should
minimum wages be set a the level some advocates were demanding, roughly ten dollars per week, it
would, says Clark, “have an effect akin to that of atornado or a Mexican revolution on the businesses
immediately affected” (290).> In nine pages, Clark again and again argues that minimum wages will ide
workers, dlocating two paragraphs to the narrow circumstances where minima could be judtified. Itis
difficult to imagine progressives such as Richard T. Ely or John R. Commons or Sidney Webb or Henry
Rogers Seager issuing such a defense of minimum wages, and indeed they didn't.

Clark’s pogition is non-progressve in a threefold senser (1) in its conspicuous echo of its late-
Classcd, early-margindist antecedents, (2) initsmargina productivity theory of wage determination, and
(3) inits limited, market-failure-based rationae for policy intervention.® First, Clark’s minimum-wage
argument echoesthelate-Classcd, early-marginaist position, whilesmultaneoudy presaging thefull blown
neoclassca postion. Thelate-Classca argument goes asfollows:

1) deplore the conditions suffered by the working poor, especidly “sweated” workers,

2) announce sympathy with well-intended attempts to assst them;

3) yet indgt that binding minimum wages will do more harm than good (owing to disemployment)

and, that, perversely, the greatest harm will come to the least productive;

® Inflating using the urban consumer series of the Consumer Price Index, $10 per week in 1913
has purchasing power of gpproximately $173 per week in 2000. A 50-hour work week thus implies an
hourly wage of $3.46; a 40-hour week implies an hourly wage of $4.33.

® The terms “margindist” and “margindism” are somewhat anachronistic here. According to
Howey 1972, the term “marginalism” is coined by John A. Hobson in 1914 to describe the views of
economistswho endorse both margina utility and margina productivity theories. Hobsonin 1909 used the
term “margindists’ to apply to economigts accepting marging analyss. “Margindism,” says Howey, was
used infrequently in the 25 years following Hobson' s coinage.
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4) ingg further that public rdief is moraly demanded for those disemployed by minimum wages,

and

5) worry about the perverse incentive effects upon current workers of adequate public relief.

A long rogter of prominent Anglo-American political economigts offer some variant of thisargument in the
Progressive erg, dl of them instancing the most famous claim, that minimum wages disemploy workers.”
(For more on the higtory of minimum-wage economics, see Leonard 2000). The template here is John
Stuart Mill’s (1848) discussion of “low-wage remedies’ —the very orthodoxy that American progressive
economists saw astheenemy, the“English” palitica economy that ther interventionist and ethicaly minded
€conomics meant to supplant.

There are theoretica changesin the 65 years that intervene between Mill and Clark, not least thet
Mill’s wages-fund account has been replaced with a recognizably margindist account. But progressive
critics emphasized the continuities of thought — disemployment effects, and the just-stand-there policy
recommendation—and seized upon these Smilaritiesin rgecting margind productivity theory asold laissez-
farewinein new margindist bottles. “The [labor] problem will not gpproach solution,” judged reformer
A.B. Walfe (1917), “if |eft to aneo-classicd theory which in effect perpetuates the old laissez-faire, do-
nothing negetiviam.”

The second sense in which Clark is non-progressive pertains to his marginaist commitmen.
Progressive-era U.S. palitical economy is theoreticaly eclectic to begin with. Margindist and higtoricist
ideas coexist, sometimes in the same person, as they are not regarded as necessarily incompatible.
(Rutherford 1997, Morgan and Rutherford 1998). Theories of wage determination are especidly plurd,
with marginaist elements only partly incorporated into textbook and journa presentations. Ely and
Wicker’s Elementary Principles of Economics, for example, offers a quas-bargaining theory of wage
determination, arguing for a range of indeterminancy. “Between the lower limit set by the standard of

subsistence or by the standard of life, and the upper limit, set by the vaue of the [aborer’ s contribution to

" Among them are Bonamy Price (1879), Henry Sidgwick (1886), William Smart (1895), J. Shield
Nicholson (1896), Alfred Marshdl (1897), H.B. Lees Smith (1907), Sidney J. Chapman (1908), Arthur
Cecil Pigou (1913), Philip H. Wicksteed (1913), J. Lawrence Laughlin (1913), David Kinley (1914), and
Frank W. Taussig (1916).



product, wages will fluctuate according to the relaive bargaining strength of the two parties to the wage
contract.”® (1904 27).

The example of Clark’ s progressive colleague Henry Rogers Seager is ingructive here. In some
places, Seeger, like other reformers, argues for minimum wages on grounds that they would end
exploitation of especidly vulnerable classes of workers. But esewhere, Seager argues — using margina
reasoning — for higher minima on grounds that the very same classes of workerswould be expelled from
the labor force. In later editions of his successful textbook, for example, Seager endorses binding minima,
while acknowledging they will tend to disemploy some workers. (e.g., Seager 1923: 615-616).° What's
griking, and what immediately distinguishes him from Clark, is that Seeger tends to regard this induced
disemployment as a socid benefit.

Seager regards competition as destructive when low wages are caused by thelabor-supply effects
of “too many” low-productivity workers. (1913b: 82-3). In this view, it is not so much that workers are
unfairly paid wages below their margina products, but that wages as determined by the marginal products
of the lowest-skill workers unfairly drag down the wages of more deserving higher-productivity workers.
Wage earners, says Seager, need protection from the “wearing competition of the casud worker and the
drifter.” (1913a 12). Sidney Webb, offers the same view of low skill workers, using the pgorative
“paraste’. “[O]f dl ways of dedling with these unfortunate parasites,” Webb argues, “the most ruinousto

8 Ely produced severd textbooks. In the second edition of Introduction to Political Economy,
firgt published in 1889, Ely putsit asfollows. “A productivity theory of wages has aso found advocates,
and this contains important eements of truth. As subsistence sets the lowest possible limit [to waged,
productivity in excess of cost sats the highest limit.” (1901: 230). His Outlines of Economics wasfirst
published in 1893. Three co-authorsjoined for the subsequent four revised editions— Thomas S. Adams,
Max O. Lorenz, and Allyn A. Y oung. Outlines beganasarevison of Ely’ sIntroduction, but evolved into
digtinct book. Ely describes Outlines as systematic and theoretical, and Introduction as higoricd and
descriptive. The Introduction was quite successful, in part because Ely flogged the book at Chautaugua
and other religious camps. It didn’t hurt sales when the Bishops of the Methodist Episcopa Church made
it required reading for their preachers studying for the ministry. (Ely 1901:vi).

° Seager’s text was firgt published in 1904 and called Introduction to Economics. With the
fourth edition (Seager 1913c), he changed the name to Principles of Economics. Subsequent revisons
to his Principles treat the 1913 edition as a “first edition,” so that the 1917 and 1923 revisons of
Principles are referred to as second and third editions, respectively.
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the community isto alow them to unrestrainedly compete as wage earners.” (1912: 992).

Seager, Webb, and other progressivesthus object to thelabor market participation of undeserving,
low-productivityworkers, callingthem* unemployables’ (Seager 1913h: 85) and " incapables’ tonotesome
of the gentler labels. The Orwellian term “unemployabl€e’ is defined by Seaeger asreferring to al workers
whose margind product isinsufficient for a“living wage,” by which he means awage sufficient to meet dl
living expenses of aworker living independently. Webb refersto * unemployables’ as* physica and mord
weeklings’ and “ degenerates[who] must somehow be maintained at the expense of other persons.” (1912:
992).

By disemploying workers, minimum-wage legidation thus has the virtue for Seeger of identifying
low productivity workers, enabling the stateto segregate the” unemployables’ outsidethelabor force: “The
operation of the minimum wage requirement would merdly extend the definition of defectives to embrace
dl individuas, who even after having received specid training, remain incapable of adequate sdlf-support.”
(1913a: 9).

Seager and Webb were not anomalous. Segregation theory — the notion that society benefits
because labor legidation excludes economicaly margind groups (rather than in spite of this fact) —was
widespread among progressves. Progressives routindy argued that society is better off when
“unemployables’ are removed from the [abor force. Roya Meeker, aPrinceton progressive appointed to
be thethird U.S. Commissioner of Labor by Woodrow Wilson (himself anoted progressive academic and
former student then colleague of Richard T. Ely’ s), makesthe same argument. The man who soon became
the leading U.S. labor officia goes so far asto rgect the idea of subsidizing the wages of poor workers
because he prefers the disemployment a minimum wage would induce — an efficient means of culling out
the least productive workers. (Meeker 1910). A.B. Wolfe (1917), another reformer, also promotes the
“virtues’ of dissmployment. “If the inefficient entrepreneurs would be iminated [by minimum wages] o
would theineffective workers,” says Wolfe. “I am not disposed to waste much sympathy with either class.
The dimination of theineffident isin line with our traditional emphass on free competition, and aso with

the spirit and trend of modern socid economics. . . .[ Theseincompetents] are aburden upon society.” And



Paul Kellogg, editor of The Survey, perhaps the most influential organ of progressive ideas, proposes
legidation that would deny new immigrants industrid employment (via a high minimum wage), instead
guarantining them in open farming country and villages.

No corporation would hire Angelo Luccaand Alexis Spivak for$3 [per day] aslong asthey could

get John Smith and Michael Murphy and Carl Snelder for less. It would be the intent and result

of such legidation to exclude Lucca and Spivak and other “greeners’ from our congregate
industries, which beckon to them now. (1913: 75).1°

So even here, where progressive economists make use of margindist reasoning — employment
declines with binding lega minima— they do S0 in non-neoclassica way. The reason that “ Seager did not
consder the margina product theory of wagesto be atelling argument againgt minimum wage legidaion”
(Prasch 2000: 260) is that Seager, unlike Clark, regarded the disemployment of economically margina
workersasagoodthing. Clark (asdid Alfred Marshal) takes the neoclassicd view that disemployment
of poor workersis the greatest cost of minimum wages, not a putative benefit.

Regarding what should be donewhenthe* unemployable’ wereactudly made unemployed by legd
minimum wages, progressve policies ranged from public ass stance, to public employment, to training and
schooling, to relocation to rurd aress, to labor camps (ak.a industrid colonies), to compulsory
reproductive gerilization. Progressves who advocate a eugenist solution to the problem of “too many
workers” — generaly compulsory sterilization for “defectives’ —  include Seager (1913a), Webb (1912),
and Meeker (1910).

There is dso nothing in Clark of non-marginalist wage theories that progressives and other

reformersadvanced. Thereis, in particular, no whiff of efficiency wages, an old ideain politica economy,

10 Progressives defined “unemployables’ rather broadly. Arthur Holcombe, aHarvard economist
and activeminimumwager, refersapprovingly totheVictoria Augtrdia sminimum-wagelaw’ sracist intent:
“There was a further purpose to protect the white Audrdian’s standard of living from the invidious
competition of the colored races, particularly of the Chinese” (1912: 21). FHorence Kdley, perhapsthe
mog paliticdly influentid U.S. minimum wager, likewise says. “ Minimum-wage lawvs were introduced into
Audrdasia about eighteen years ago for the purpose of redeeming the sweated trades[where] . . . women,
children, and Chinesewerereducing al the employeesto starvation by their unbridled competition.” (1911:
304).
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wherein greater labor productivity is not a cause but an effect of higher wages. High-wage theories were
popular inthe Progressive era; seefor example, Lujo Brentano (1894). Webb (1912) offersan efficiency-
wage account in the context of minimum wages. “if the employers paid more, the labor would be worth
more.” (1912: 990).! Frank Taussig's (1916) article on minimum wages, for example, a least feds
compelled to consder efficiency-wage theory, if only to largey dismissit.

Nor doesClark consder “shock thergpy” explanations, wherein dack firmsareinduced to become
more efficient by the impetus of higher Iabor cogts from minimum wages. Webb, who is nothing if not
theoretically flexible, aso proposes ashock-therapy rationale for higher minima (1912: 985).12 Excepting
wages below subsistence, Clark did not believe that higher pay could induce greater 1abor productivity.*3
“The question of risng wages,” says Clark, “is aquestion of increasing productive power ontheworker’s
part” (1897: 595). According to Alvin Johnson, a Clark student, founder and first president of the New
School, Clark regarded high-wage theories as the intellectud equivaent of a perpetua motion machine
(1938: 428).

Clark’s controversd clam that marginad product is what labor deserves obvioudy departs from
the progressive view. The difference between Clark and the progressives is reveded in the practica
question of how to set the gppropriate legd minimum. Minimum-wage advocates beieved that minimum
wages should be determined not by margind worth but by cost of living, typicdly some form of a*“living
wage.” “Livingwage’ isavague term, and meant different thingsto different advocates. State minimum-

11 Though both make productivity endogenous, Progressive-era efficiency-wage accounts differ
from contemporary versons, which, among other things, assume maximization.

12 Clark arguesthat higher wageswill also mean higher output prices and thuslower output quantity
demanded (1913: 293), whereas Webb is prepared to argue that even with higher prices, “the community
[consumers] would willingly pay more for it, and yet consume as much, or nearly of much of it asit now
does.” (1912: 990).

13 A number of economists countenanced, with Clark, legd minimum wages only in the case of
wagesbelow product or below subsistence. David Kinley’ SAEA Presidential Addressof December 1913
takes precisdly this position (1914 9). See dso Sidney Chapman 1908.
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wage boards in the teens routindy argued for minima sufficient to enable a working woman to live
independently, that is, in her own quarters, not living a home with ahusband or parentsor other family, and
withthe* necessary comforts of life”. (See, for example, Evans 1915, Rubinow 1915). When considering
mae workers, aliving wagewas ordinarily defined to include support for severa dependents, theso-cdled
“family wage” Clark, in contrast, ingsts on margind product, explicitly rgecting a “living wage.”
Employers, for Clark, owe poor workers their contribution to output, not “the radical policy of . . . alife
of modest comfort.” (1913: 293).

More generdly, Progressve-Era reformers are hodtile to neoclassca accounts of wage
determination because these “naturd law” (Clark 1902: 566) explanations leave far less scope for state
influence in labor markets. Inditutionaists, for example, reformerswhose heyday beginsat the end of the
Progressive era, typicaly regarded wages as determined not by the operation of naturd laws—which might
resst or at least mitigate the effects of state regulation—but by “socid normsand conventionsthat changed
(and could be changed) over time” (Rutherford 1997: 184). Naturd law explanations, in Clark’s day as
before, clearly narrow the prospects for reform, the very heart of the progressive enterprise.

The third sense inwhich Clark’ s position on legal minimum wagesis non-Progressiveisits narrow
conception of the circumstances under which sate interventions can bejudtified. Clark’ stheory of wages
departs from the late-Classicd theory of wagesinitsmore determinate view of when wagesand pricesare
socidly good — competitive wages and prices offer anor mative benchmark by which market and policy
outcomes can be judged. When wages are determined by labor productivity, as opposed to “fixed” a
something like subsistence by Mathusian checks that make working-class fertility vary postively with
wages, then, at least in theory, there are better and worse outcomes for workers, not merely outcomes.
One can readily quarrel with Clark’s claim that a Clarkian distribution is a just distribution, and many

economigts of the era did just that — Veblen is only the most conspicuous interlocutor.** Clark was

14 Clark was roundly and widdy criticized for purportedly deriving a normative “ought” from a
positive “is” (Seenote 1). Frank Fetter, for example, calls Clark’s conclusion “a non-sequitur.” (1918:
233). Seeaso Taussig 1912 and Thomas N. Carver 1901.
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unmoved. He persisted in hisbelief that wages equal to margind product are socidly best and arefair, and,
consequently, that anything lesswas socidly inferior and unfair toworkers. Thus, for Clark, labor markets
are functioning imperfectly when workers are not paid their margind products, and it is this fallure that
opens the door for state intervention.

S0, if we may use an anachronigtic term advisedly, Clark’s position is that market failure judtifies
state remedy. Workers are exploited only when competitive conditionsdon’t obtain.® If the markets are
competitive, minimum wages are indefengble for Clark, snce workers are dready getting what they
deserve, and higher wages entail disemployment. Clark closely studied hisera smonopolies of capital and
of labor, and he well understood that his product-determines-pay theory holds only “with labor idedly
mohbile and with competition idedlly freg’” (1902: 560). Competition, Clark argues, “has tended to give
each |aborer what he is persondly worth, and where it has not actualy given it, the reason has been that
the natural tendency has been thwarted by adverse influences.” (1903: 600). And, while “thereisalimit
to the deviations from the standard [wage],” al economic laws encounter “disturbances,” and it is the
economigt’s duty, having determined the efficient wage, to study the “obstructions’ that creste deviations
fromit (1902: 560).

Clark’ scareful recognition of “ adverseinfluences,” and*“ disturbances’ and“ obstructions’ supports
the view that Clark was more pragmatic than dogmetic. But Clark’ semphasisislessthe progressve sgod
of enhancing labor’s position per se, than it is, | suggest, an early, groping atempt to understand what
happens tomargina productivity theory when idedlly competitive conditions are not present, and to suggest

15 A number of Clark’s contemporaries argued that Clark’ smarginal productivity theory of wages
entailed the exploitation of inframargind workers —that is, if al workers are paid a wage equd to the
margind worker's margina product, then, given, diminishing margina productivity, the more productive
“earlier” workers are being robbed of their greater individua output. Clark replies that, for a class of
homogenous workers, diminishing labor productivity resultsfrom afixed capita stock, so that inframargina
workersaremore productive not owing to greater individual contribution, but to grester capita per worker.
InThe Distribution of Wealth, Clark offersathree pagefootnote dedicated to refuting Thiinen, who likely
recordsthefirst exploitation theory in the context of diminishing productivity, on thispoint (1899: 321, note
1).
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tentative remedies. In this sense, Clark is grappling with the chalenges that markets increasingly
characterized by trusts and by large labor unions present for his greatest theoretica creation, margind
productivity theory. Clark does not regard evidence of workers paid less than their margina product as
vitigting hismargind productivity theory of wages. But he clearly regardsthe market forcesthat push wages
below product as regtricting or modifying its application.

Alvin Johnson's summary of Clark’ s narrow scope for lega minimum wages is compact and apt:
“Raise wages if the laborer is being robbed of the product economicaly imputable to his efforts. Raise
wages if a better fed, better housed, happier laborer will produce enough more to justify the additiona
outlay on wages. Any other reason for raising wages foots in deuson.” (1938: 428).

What other evidence is there for my argument that Clark is more concerned with ensuring
competitive outcomes than with improving labor’ s position per se? | offer two arguments. First, because
Clark’ s ultimate god is wages equd to margind product, for him the socid vaue of unions resdes not in
the bargaining power they offer workersper se, but in unions' ability to prevent unfair wages. Totheextent
that unions have market power and force wages above what is fair, Clark regards them as socialy
detrimentd. Indeed, Clark advocates|abor arbitration largely because he bdlievesthat monopolistic unions
have, in colluson with the trugts, unfairly forced union wages above margind product, to the detriment of
non-union workers and the public interest more generaly. (1902, 19033).

Second, though Clark lacks a systematic marginalist explanation of how wages can be below
margina product, his account is plausible only when hiring firms have monopsony power. Clark doesnot
present aneoclassical monopsony story to explain wagesbelow margind product. Economicslacksafull-
blown monopsony account until much later — Joan Robinson’ s (1933) landmark diagrammatic exposition,
with the margind labor cost curve above the average labor cost curve. Nonetheless, Clark’ s account not
only implies monopsony, it ordinarily invokes monopsony explicitly. We take up both of these arguments

for Clark as partisan of competition by examining Clark on unions and labor arbitration.

2. Clark on Unions and Labor Arbitration
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Clark’ s*“Monopoly and the Struggle of Classes’ (1903a) announces plainly Clark’s concern and
regard for the ordinary worker, while emphasi zing his opposition to organized labor with monopoly power.
“Radica socidism,” Clark says dryly, “ has been defined by one of its leaders as ‘the palitica economy
of the suffering classes” but that does not necessarily mean the political economy of the working classes.”
(1903a: 603). Why? Because, according to Clark, monopoly unions are nothing more than “the quas-
robbery of one part of the working class by another.” (1902: 565).

Clark takes another rhetoricd swipe: “When the enemies of the present order glegfully remark the
departure of competition, they in redlity pay to it a posthumous tribute. * Now that it has gone,” they say,
“the socia State is becoming too bad to be endured. Ergo socialism.”” (1903a: 600). Clark then returns
to the theme that competition tends to award labor its margina product:

Thereisnow little disposition to deny that the neck-and-neck rivary of producerswho are striving
to undersdll each other has chegpened production, which isthe same thing as making labor fruitful
. ... It hasworked, moreover, with a certain rude honesty — though not everyone will admit this
—gnceit has tended to give each laborer what heis persondly worth . . . . (1903a 600).

and,

“So much of fairnessis there in the more genera results of free competition. Actud wages vary
now more and now less from thisided standard, but deep acting influences cause them to hover
about it.” (1902: 558)

Also characteridicdly, Clark is careful to recognize limits of the theory’s gpplication: “ Competition has
never worked in a perfectly free and unhindered way; but so far as it has worked, it has tended towards
wedlth, progress and a rude gpproach to honesty in the sharing of the fruits of progress.” (1903a: 600).
Having celebrated competition, and having agreed that “a system of business founded on private
monopoly isintolerable’ (1903a 600), Clark argues that monopoly unionswould likely oppose socidism
because ther current “monopoly is more profitable than democracy,” and “ socidismis nothing if not ultra:
democratic.” (1903a: 608). Would it not require, Clark asks rhetoricdly, aheroic atruism for the union
manto say “yes’ to the questions. “*Will you share your gains with the mass of more needy men? Will you
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make common cause with the cheap |abor which immigration has given usin abundance?’*® (1903a: 608).

Clark proceedsto arguethat unionswith market power aremonopolists. Assuch they “ cause some
workingmento thrivepartly at the expense of others,” (1903a: 603, emphasisorigind). “ The opposition
of interest between |abor in aunionized trade and other [abor isirrepressible,” says Clark, “and does not
by any means confineitsalf to casesin which freelaborerstake strikers places.” (1903a: 605). Monopoly
trade unions “will disturb the naturd law of wagesin anew and disastrous way,” (1902: 566) and, Clark
argues, are “ contrary not only to the public interest, but to theinterest of the remainder of theworking class
itself.” (1903a 603).

So Clark neither supports nor opposes unions as a matter of principle. Clark regards unions
ingrumentdly: socidly beneficid when they promote fair wages, thereby securing for labor a fair wage
(1913: 292), and socidly detrimenta whenthey acquire, viaclosed-shop or closed-union exclusion of other
workers, monopoly power. Unionswith monopoly power, especidly when dlied with monopoly capitd,
unfairly increase unionwages (and consumer prices), and, moreover, accomplish thisonly by reducing the
wages and employment of non-union workers. It isthismarket failure, in part, that leads Clark to support
of state sponsored — though not compulsory — labor arbitration. (1903a: 605). Clark intervenes not to
defend trade unions but to defend competitive wages for al workers.t’

Clark’ sopposition to monopoly unionsisneoclassicd in spirit. American wefareeconomicsisill
in utero a thistime, and Clark does not conceive of dlocationd efficiency in the sense of maximizing the
sum of consumer and producer surplus. But neither is Clark’ s advocacy of competitive wages argued on

grounds of fairness done. Clark objects to monopoly labor because it reduces output. Monopoly unions

16 |In 1910, 22 percent of the US labor force was foreign-born (Goldin and Katz 2001).

17 Organized labor, especidly Samuel Gompers of the AFL, routindly opposed arbitration
legidation. Clark read organized labor’ s opposition as evidence of union wages above margina product:
“a[monopoligtic] union fearsthat it might get lessby arbitration than it can get without it.” (1904: 84). Isaec
M. Rubinow, the brilliant ghetto physcian turned gatistician and socidist reformer agreed: “with certain
reservaions it islargely true that compulsory arbitration, or any gpproach to it, often is due to the desire
to nullify the strength of the organized labor movement.” (1915: 287).
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create adverse employment and wage effects for non-union workers, and redtrictive hiring enables
monopoly firmsto restrict output and charge consumers supra-competitive prices (1903b: 139).28

Clark’ s account is decidedly non-progressive in emphasizing that unions can be monopolies, and
that unions' monopoly power hasits basisin the entry barriers of closed-shop and closed-union exclusion.
Progressiveswere|oathe to trest monopoly labor and monopoly capital symmetrically. They regarded big
unions as usefully countervailing the trusts' economic (and political) power, rather than as worsening
monopoly with gtill more monopoly. Progressives adso generdly defended unions redtrictive hiring
practices, on lump-of-labor grounds. John R. Commons, for example, argued that “ athough opponents
charge that they aim to redtrict output, many union policies are designed to ration among the membersthe
limited amount of work. Most restrictive union rules look toward the dimination of job scarcity and the
creation of job opportunity and security of tenure.” (Commons 1932: 685).

Clark’s nuanced view of the competing rights of union workers to strike and of independent
workers to work aso points to his priority of competitive wages over labor’s position per se. Clark
deplores union violence against replacement workers as* obvious defiance of thelaw” and reserves specid
scorn for craven politicians who refuse to protect the legd right of independent workers to work, turning
ablind eye to union intimidation.'® (1902: 556).

Clark recognizesthat aunion’ s ability to drikeisits ultimate bargaining weapon, and he vigoroudy
defendsthelegd right to strike. But Clark denies union workersaper manent property right over their jobs
—acircumgtance that he regards as anarchic (1902: 556). Instead, Clark proposes, let striking workers
hold vacated jobs, but only contingent on their willingness to accept fair wages as determined by a court

18 Clark appeds to dlocationd efficiency indirectly. “While it is clearly wrong for one party to
plunder another, it isalmost as clearly wrong for one party to reducethe genera income and so, inasense,
rob everybody. A partly that should systemically hinder production and reduce its fruits would rob a
myriad of honest laborers who areill prepared to stand thisloss. . . .” (Clark 1914: 8).

19 “IT]he non-union man who is on the point of accepting the job that is offered to him finds
presented to him such encouragers of hesitancy as boycotts and persona abuse, followed, at need, by
courses of brickbats and cudgels, if not of bombs and rifles.” (Clark 1902: 556)
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of arbitration. “If the strikers demand more than isfair, announce afair rate and let them have the option
of teking it. If they rgect this, open the fied to anyone who will come into it and work.” (1902: 557).
If unions have aright to strike contingent on accepting fair wages, so would firms have aright to
break dtrikes, but for strike breaking' s tendency to undermine fair wages. Clark asks: “Why is there any
injustice done by the freest possible strike bresking? Why should we not bring men from any section of the
country to fill places that stand vacant because of the strike?” Clark’s answer again makes recourse to
market falure “If there is any sound reason for objecting to this, it is because there is a fair standard of
wages, and strike breaking might force the actual pay of workmen below that stlandard.” (1902: 552)
Clark’ s consgtent theme is that workers are entitled to their share of product and no more. His
position on trade unions and labor arbitration follows straightforwardly from the gpplication of thisguiding
principle. Unions are socidly useful insofar as they work to promote fair wages, and they are socidly
detrimental when they acquire the market power to get more than fair wages. The freest possible strike-
bresking is objectionable only to the extent that it promotes unfair wages, and the triking union’sclamon
vacated jobs endsthe moment they refusefair wages. Reldtive bargaining strength, likelabor organizations
themsdves, mattersfor Clark only insofar asit worksto promote (or to undermine) fair wages and prices.
Clark’ s dilemma— how to “concede to unions al that they can gain without becoming monopolies
... [while] deny[ing] to them whatever can be had only through the principle of excluson and extortion”
(1902: 565) — arises because he lacks a theoretically consistent account of how wages can fal below
product. Clark’ sview of market failure arising from market power isdevel oped largely on the supply side,
where he offersavery subtle account of monopoly pricing power. Clark clearly recognizesthe importance

of competition among buyers, but he has only the sketchiest treatment of monopsony.

20 Monopsony was a hard problem, asillustrated by the example of Paul Douglas, considered by
some to be the preeminent labor economist of the firgt half of the 20" century. Douglas's monumenta
Theory of Wages (1934) has no sysematic theoretica accounting for wages differing from margind
product. Douglas was a student of Clark’sand of Seager’s, and perhaps reflecting the dud influence of
his two teachers, was both a thoroughgoing margindist and a reform-minded advocate. Douglas's
margindist credentias areimpeccable: hewas aleading figureinindustrid relations, afield then dominated
by Ingtitutiondist and other reform-minded thinkers, who were then (and for many years theresfter)
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Withrespect to goods-market monopolies, Clark’ sgod isto get economiesof scaewhileavoiding
market power (see the regulation-of-trusts discussion, in section 3 below). Clark thus emphasizes the
virtuesof what hecaled* potentid competition,” thethreat of entry from sellerscurrently outsidethe market
indisciplining incumbents’ pricing power. He gppliesthe potentia-competition logic of freeentry and non-
exclusve dedlings to monopoly unionsin alimited way. Trade unions, Clark contends, should be made
opento al “workers competent to practice the craft.” (1902: 566). He even goes so far asto warn that:
“[a genuine proletaria, living on the brink of starvetion, isthe natura result of alowing many trades, after
completing their organizations and extending them over the whole country, to put arbitrary limits on the
number of men who are alowed to learn and practice the crafts.” (1902: 566).

But Clark does not treat goods and labor markets symmetricaly. In particular, he does not fully
pursue hislogic of potential competitionin labor markets. Monopoly unions, likemonopoly trusts, havetheir
pricing power checked by potential competitors — sociadly good (1907: 487-88). But too much
competition —*“the smallest amounts that would be accepted by destitute men” (1903a: 567) —can lead to
wagesbelow margina product, socidly bad.  Unfair wages result not solely from too little competition on
the demand side, but also from too much competition on the supply side.

Clark’s account of wages bedow margind product goes as follows: hiring firms exploit the
unemployed, who, made desperate by hunger, accept unfair wages. If there is a permanent reserve force
of desperate unemployed workers, they can continualy be rotated into the factories (1913: 292), and “if
the employment of these men displaces otherswho were better paid, the newly displaced may go through
agmilar discipline. . . .” (1902: 561). Thisrotation account can be interpreted as a progressive take on the

way in which competition continually drives wages below margind product.

indifferent or hogtile to margina productivity theory of income distribution, the very theory the Cobb-
Douglas production function was designed to empirically buttress. Douglas did not believe that workers
are dways pad their margind product. To the contrary, he carefully and evenhandedly scrutinizes the
accuracy of the theory’s assumptions (1934: 68-94). But like Clark, Douglas regarded admittedly
unredidtic assumptions as modifying rather than vitiating the application of margind productivity theory,
even as Douglas lacks, more than 20 years after Clark (1913), and contemporaneous with Robinson
(1933), atheory that can systematicaly account for the modifications.
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A neoclassica query —what prevents exploited workers from seeking employment & rivd firms
who should be happy to pay awage closer to their marginal product? — suggests an dternative reading.
Clark bdieved that if an employer “mugt hire on their terms men who have other employments open to
them, he must pay something thet is near to thenatura rate of wages. .. .” (1902: 562). And, intriguingly,
Clark’ srotation story nearly aways invokes monopsony, arising the from the company town or from the
effective monopsony caused by labor immohility. The account in Clark (1902: 561), for example, makes
use of company-town monopsony: “With one corporation owning theindustria capita of avillage, and with
labor unorganized, themen may competewith each other for employment, whilethe capital cannot compete
with itsdlf, but acts asaloca monopoly” (1902: 561). (Clark here usesthe term “monopoly” to aso refer
to buyer’ smonopoly). Clark’sThe Problem of Monopoly (1904) a so usesthe company-town scenario
in setting out the rotation account. Clark isaso aert to the monopsony effects created when workers are
immobile. “Thereis, infact,” he says, “dwaysatrace of monopoly in the condition of an industry to which
[abor tend to move, but cannot move with absolute freedom.” (1899: 78).

Because of itsambiguity, both progressve and neoclasscal interpretations of Clark’ s explanation
of wages below margina product are defensible. But it iswell to remember that, nearly everywhere ese
— with numbing repetition — Clark indgsts that competition ensures that |abor gets a fair wage (or that
consumers get afair price), while impediments to competition are what prevent it. “If labor does not get
itsproduct,” Clark says plainly, “it is not because of competition but because of obstructionsthat prevent
competition from working. Obstructions like monopoly . . .." (1897: 595). And, “What we do know is
that, if [workerd] fail to get [their fair share of output], it is because competition sometimes fails to do its
work. Upon the obstaclesin theway of competition, and not upon competition are we prepared to charge
the dishonesty that attends modern industry.” (1897: 595).

In any event, neither reading of Clark’s rotation story is sufficient to reocate Clark among his
progressive contemporaries, who mostly opposed Clark’ swillingnessto push margind anaysisinto labor
markets. The fidd of indudtria relations remained a stronghold of Ingtitutionaist thought (intellectualy
descended from the progressives) until well past mid-century. (Freeman 1989, chapter 16).
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2.a. Competing senses of the term “ competition”

Because Clark’ s emphasis on the virtues of competition digtinguishes him from most progressives,
and because there are quite different meanings of the term at the beginning of the 20" century, | briefly sort
out the competing senses of the term (See Morgan 1993 for amore expansve sorting out). Clark uses
the term “ competition” in at least five senses, mogt prominently to mean rivary among sdlers, onthe basis
of price, to serve consumers. “Compstition is caled war,” says Clark, “but it is a rivary in serving the
public” (1897: 593). Compstition for consumers has the paramount virtue for Clark, in a atic setting, of
forcing prices towards their “naturd” or “normd” or “sandard” levels — al synonyms for a compstitive
price— which isaso the just price for Clark. In a dynamic setting, competition among riva
producers drives them to technologicaly innovate, which, in turn, incresses labor productivity and
(eventudly) workers wages, even while lowering tota costs.  Dynamic competition is rivalry that
continualy pushes costs lower — cdl this dynamic efficiency. Static competition is rivary that pushes
output pricestoward codt.

Clark dso usesthe term “competition” in athird sense: latent or potential competition, asdistinct
from actud competition. Here, the threet of entry by potentia entrants disciplines the incumbent to price
at or close to the competitive price, and thereby helps prevent monopoly pricing.

The fourth sense in which Clark uses the term is “destructive competition”. These are the anti-
competitive practices of trusts with monopoly power — especialy predatory pricing and exclusionary
contracts—aso called “unfair” competition and “foul play” by Clark. Clark refershereto monopoly tactics
which reduce price competition, by undermining current competitors (predatory pricing) or potentia
competitors (exclusionary contracts). Thesefour usesof theterm areneoclassicd in spirit. Priceand latent
competition promote competitive pricing, and dynamic competition promotes productivity gains which

enable lower costs and higher wages.

1 The modern neoclassical sense of the term “competition”  is, roughly: market conditions such
that maximizing buyers and sdlers behave as price takers. With no missng markets, this is sufficient to
ensure efficient wages and prices. Collusion is desirable to agents but precluded by the (known) fact that
no sustainable coditionof sdlers (or buyers) can control alarge enough share of the market to affect price.
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Clark does not name his fifth sense of the term — the rotation process by which the hunger-
disciplined unemployed accept unfair wages. Progressives sometime usetheterm * destructive competition”
to refer the way in which the unemployed compete with employed workers, though, as we ve seen, the
class of workers they deem “unemployable’” extended well beyond the unemployed.

Political economistsof the day use* competition” to refer to phenomenaother than thefivevarieties
of the term that the mature Clark employed. There is, sixth, “wasteful competition”, which refers to an
inefficiently high number of firmsin an industry seen as anatural monopoly, such as railroads.

Thereis, seventh, “competition” used in the sense of the “competitive system,” aloose synonym
for private enterprise or capitalism and an antonym for state-managed capitalism or state ownership of
capitd. Competition in this sense doesn't refer to market structure, or to price rivary, or to dynamic
efficiency, or to inefficiencies of amdl scale, but to the very idea of private enterprise.

Eight, “competition” is sometimes employed as a disapproving term for sharp business practices,
whichrange from marketplace morasto cutthroat competition to fraud and coercion. Americanreformers
gpplied this eighth sense of the term to their view of how market forces compe ethicaly minded
businessmen to compromise their moras. The progressive s parable of the “twentieth man” exemplified
thisview: one unscrupulous operator pays excessively low wages, which compelsthe nineteen others, dl
good Christians who would otherwise prefer to share more with their workers, to meet his lower price,
thereby loweringthe“ethicd plane” (Adams1887: 503-511). The“younger” Clark himsalf maderecourse
to thisgtory.

A ninth senseuses* competition” to nameazero-sum processof Darwinian struggle, whereinsocia
evolution is brought about by a selection process—* naturd” in the case of conservative Socid Darwinians
suchasWilliam Graham Sumner, and “rationd” (i.e., Sateguided) inthe case of |eft Socid Darwinianssuch
as Sidney Webb.

3. Monopoly capital: Clark on theregulation of trusts
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The importanceto Clark of competition in promoting natura wages and pricesismade still clearer
when we consider him on the regulation of the trusts? Clark offers avery modern take on the costs and
benefits of monopoly. He does not regard the trusts as per se contrary to the public interest. Trusts are
dangerous, Clark says, only when they behave monopolisticaly.? Clark wants to secure the production
effidendes of large scde (histerm, typical of theera, is”centraization™), without the supra-normal prices
and job losses of redtricted output, so heis a painsto distinguish firm size and pricing power.

Clark’s unique theoretica contribution is to suggest that a single sdller can be deterred from
monopoly pricing when the threat of entrants disciplines the incumbent monopolist to price reasonably
competitively.?* Three generations before the advent of Chicago-school antitrust theory, Clark suggests
that the absence of entry can be seen not as a threat to competitive pricing, but of as evidence of it.

2 The tem “trust” is generaly taken to subsume both integrated corporations and loose
combinations of firms attempting cartel behavior.

23 Notwithstanding the central economicimportanceof industrial combinationto theera, American
political economy in the 1890s and thereefter is highly and unpredictably eclectic on trust policy. Some
observers attribute economists' relative coolness to Sherman-Act era antitrust as alack of sophigtication
about monopoly (Stigler 1982); othersargue that thisreading isexcessve Whiggish (Mayhew 1998). My
ownview isthat antitrust wasthen acomplex problem, asit remainstoday. A smple answer to the question
“arethetrusts desirable’ requires atending to multiple and interlocking fieldsin political economy. There
isthe difficult matter of trading off the benefit of economies of scae with the cost of retriction of output.
There is the question of whether monopolistic or competitive structures are more innovative, and of which
gructure is more likely to raise wages. Thereare aso principa-agent problems: many combinations gave
investors non-voting stock in the combination, leaving greet latitude to the trust’s management. Other
matters arise: do the trusts have excessive palitica influence, and what is the relationship of the Tariff to
thair success? And which of severd possibleformsof stateregulation, if any, isbest, particularly when price
and gructura remedies can backfire with natura monopoly. Arthur T. Hadley, a sophisticated student of
the problem, says, “ Thefied covered by these [problems] isso wideitsisimpossible properly to examine
the evidence within the limits of this[sngle] article” (1907: 382).

4 Clark here offersan early version of 1980s contestable-market theory, as noted by Backhouse
(1990: 83, n.14) and Prasch (2000). Clark even worries that while potentid entrants may discipline the
incumbent to lower prices, the monopolist with economies of scae may be able to adopt a limit-pricing
drategy, setting prices just low enough to deter entry, though above the competitive price. (1900b: 50).

23



What Clark objects to, and therein finds a role for policy, are anti-competitive practices,
extensions of monopoly power that reduce the competition provided by existing or potentid rivas. Clark
(1900b) instances predatory pricing and exclusionary contracts as anti-competitive practices that should
be regarded asillegd restraints of trade:

“If the [trust] should not be dlowed to do these abnormal things, the new competitor would be safe
[to enter the market]. He would appear promptly, whenever profits should become high enough
to cdl for him. The possihility of his coming would hold prices a anaturd level. The trust would
benefit the people by its economies, and would not trouble them by exactions.” (1900b: 51).

Clark’s (1900b) trust policy provides a striking illugtration of Clark’s characteristic view of
competition, and of both the rationale for and scope of intervention. First, Clark makes potentia
competition—the* naturd way” (Clark 1900b: 52) — the best solution to monopoly pricing power. Second,
Clark congders policy intervention only in the event of market failure, which for him is due to monopoaly,
not to competition. Clark’s analyss is subtle when it argues that a single seller need not entail market
falure, particularly if thereare compensating economiesof scaleor if themonopolist’ smarket iscontestable
by potential competitors. Third, Clark’s preferred policy — ban anticompetitive practices like predatory
pricing and exclusonary contracts— is comparatively modest in scope.

Many progressives saw industrid bigness (as against monopoly power) as per se objectionable,
a populist strain of antitrust. More sophigticated Progressive economists pointed to the compensating
virtues of economies of scale. H.C. Adams s (1887) brilliant monograph, which arguesfor interventionin
the case of natural monopoly, offers afine illugtration. Even with respect to sophisticated progressives,
Clark ismore neoclassicd, in theory and in policy.

Firg, Clark argues, as he did in the [abor-market context, that monopoly adversdly affects wages
and employment. Clark identifies his opponents when he dates:

There are two smal classes of people who are predisposed to favor trusts, even though they shall
prove to be rea monopolies. There are, first, the revolutionary classes — socididts, anarchidts,
communigts, and the like; and secondly, the workmen in afew highly organized trades, who have
some indlination to favor those trusts which will exact high prices from the purchasing public, and
share with their workmen the gains thus redlized. (1900b: 48).
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The Fabian socidigts offer an example of what Clark had in mind. The Fabians regarded competition as
wadteful “higgling” of the market. Monopoly was seen as superior not in pite of monopoly profit, but
because of it.>® Fabians saw monopoly as leading to higher wages, whereas Clark is emphatic that
reduced output “ has the effect of depressng wagesin the generd field.” Trusts cannot become successful
monopolies, says Clark, “without reducing the red wages of men outside its own employment” (1903
603).

Second, Clark argues that monopoly, both private and public, islessinnovative than competition,
which ismore dynamicaly efficient. Thus Clark opposes state widespread state ownership of firms, “on
grounds that it will undermine “the life and vigor which competition [in the dynamic sensg] guarantees”
(1914: 30).%% Clark saysplainly:

“Technical progress. . . isthe sole condition of a sound hope for the future of the wage earner.
It will be as necessary under Socidism as under the present system; but under Socidism it will
difficult to get. In so far as it is possible to judge, it depends on the preservation of normal
competition in the general economic fied.” (1914: 31-32).

Clark departs from the progressivesin athird sense when he argues that monopoly pricing is best
regulated by potential competition. Few progressives shared Clark’ s view that potential competition was
the best means of regulating monopoly incumbents. H.C. Adams, for example, argues, the cost efficiencies
of natura monopoly cannot be realized without active tate regulation (1887).%7

Clark rejects price regulation on two grounds:. (1) officia corruption is hard to avoid, and (2) itis

% For aFabian view of trusts and monopoly and collectivization, see Macrosty 1901.

% (Public) monopoly’ sinnovative weakness, its inability to advance productivity, leads Clark to
predict that “the results of [any] experiment [in socidism] will cause it to be rejected both there and
elsawhere” (Clark 1900b: 50). Clark’s antitrust view rejects a policy of widespread state ownership of
trugts, though heis, if only in private correpondence, a bit warmer to the idea of municipa ownership of
utilities, which were regarded as natural monopoalies. (See Dorfman 1949: 201-02).

" See, however, Persky (2000: 104), who suggests that Ely was willing to entertain potential
competition.
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too difficult to determine competitive prices in monopoly markets. Clark understands the virtues of
economies of scae; he even imagines one huge firm in each indudtry as theoreticdly ided. But Clak is
skeptica that his necessary condition —thefirm be* compelled to give the public the full benefit of that
economy” (1900a 186, emphasisorigind) —can bemet viapriceregulaion, giventhelikely problemswith
regulator corruption and the chalenge of determining a competitive price in amonopolistic industry.

Clark isaso skeptical about the efficacy of the structural remedies (break ups), which cameto be
characterigtic of antitrust policy. Break-up, while promoting competition, risks the colluson of formerly
united competitors (1900a: 188), and also reduces scale economies, so islessefficacious than functioning
potentia competition. (ibid).%

Inrgecting price regulation, structura remedies, and widespread state ownership, Clark argues
that policy should “give to potential competition greater effectiveness” (1900a 190). In regarding
competition as a virtue, not as aliability, in seeing monopoly market failure as a function not of market
structure but of restricted output, in seeing monopoly as necessarily injuring consumersand workersoutsde
the monopoly, and in arguing that (private and public) monopaly is the inferior innovetor, Clark clearly
departs from his progressive peers.

4. Clark’s policy in practice

Clark’ sneoclassica theory of policy isclear: market failurejudtifiesintervention. But how, inpolicy

practice, did Clark gpply it? Did Clark regard redl market failuresarising from dynamic change asrequiring
permanent and extensive policy intervention, so that policy effectively supplants markets as the means to

%8 Clark suggests that the monopoly trusts' pricing power might be remedied by abolishing tariffs:
“We might in thisway apped to the foreign producer to become the protector of the American consumer.
There is no denying the efficacy of such a measure. . . . Truds have very little power in freetrade
countries.” (1900a: 188). Clark’s recommendation of greater competition as a remedy for monopoly
pricing, and his efficiency-minded concern for the consumer, againgt protecting domestic wages, are
decidedly un-progressive notions.
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competitive prices? Some scholars take just this position. Mark Perlman, for example, goes so far asto
cal Clark a“corporatist” (Perlman 1994).2 Or did Clark think that even dynamically changing markets
dill adequatdly approximated the competitive outcomes of hisstatic mode, so that any market failureswere
better treated with more limited policy responses? | will arguefor apostion closer to the latter. But any
conclusion regarding Clark on policy practice must acknowledge severd cavests. Fird, Clark was a
theorist; his commentary on economic events is largely directed to theoretica illugtration. He does not
serioudy attempt a measure of how far the red economy departs from his idedlly competitive mode!.

Second, Clark never realized a truly dynamic theory — the place in his scheme where dl departures from
competitive pricing occur —nor was he ableto fully integrate his dynamic and static theories® Third, Clark
stops publishing economics before the effects of most (U.S.) Progressive-era labor legidation can be
evaluated.®! That said, Clark cannot be seen as a corporatist; he is no advocate of a state managed

economy.*

2 pPerlman arguesthat Clark, despite“ hisadvocacy of abstract laissez-fairetheory . .. wasasolid
corporatist in his policy recommendations’ (1994: 194). By “corporatist,” Perlman means one who
believesthat “competition [is] aprimary source of inefficiency, rather than asapanaceafor socid ills,” and
that “the economy as a whole would be more efficient if business were free to form trugts, cartels and
monopolies” (Ibid). A corporatist advocates a kind of managed capitalism — coordinated economic
planning by leaders of large corporations, labor unions, and the Sate.

% Clark’s Essentials of Economic Theory (1907) represents his attempt at dynamics. John
Maurice Clark characterizes his father’ s conception of dynamics as comparative statics more than atrue
dynamics (1968: 506). Clark himsdf did not think that his Essentials was an adequate treatment of
economic dynamics. (1907: v).

3 For example, Massachusetts passed thefirst U.S. minimum-wagelaw in 1912, but the minimum
wage did not take effect until August 15, 1914.

32 Perlman may be led astray by the fact that Clark made an antitrust-policy exception for the
railroads, a common carrier. Perlman argues that experience with railroad economics led American
economistsfrom H.C. Adamsto Clark to Arthur T. Hadley to reject free marketsin favor of corporatism.
Both Adams (1887) and Hadley (1907), political opposites, agreed that in industries (like railroads) with
high fixed costs, marginal-cost pricing, asinduced by price competition, waswasteful. So, competition —
in the sense of “wasteful competition”, an inefficiently high number of firmsin an industry seen asanatura
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With respect to output markets, Clark’s policy position clearly resides in the limited-response
category. If anything, Clark iseven more restrained than his neoclassical successors®  One writer, using
an anachronism, daims that Clark “acknowledged that the economic system had evolved so asto largely
suspend perfect competition” (Prasch 2000: 261). There is limited evidence that Clark regarded large-
scale manufacturing and industrial combination as permanent features of the new economic landscape. But
because Clark does not identify firm size or market structure with pricing behavior, he does not interpret
this trend as suspending competition, nor as requiring state adminigtration of goods markets.  If
“competition”, in the sense of many amdl firms, were less common, competition in the sense that matters
for Clark —rivary forcing pricesto competitive levels—issill present. Aslong asthe new behemothsare
disciplined to price competitively by potentid competitors, Clark’s policy recommendation is *hands off
... compstition,” aregulatory approach he cdls “anew and higher type of laissez-faire.” (1897: 600).

Of dl the dynamic changes that perturb static outcomes, Clark thought innovation was the most
important. Clark is emphétic that competition is more innovative than monopoly. A corporatist wants to
supplant competition, and would reject Clark’s view that monopaly, private and public, is “the gravest
menace which hangs over the future of economic society.” (1907: 559). Clark limits the stat€' s role to

ensuring dynamic competition, not to supplanting it, which it could not successfully do in any event. And

monopoly — is ingfficient. But it does not follow from this analysis that competition — in the sense of a
systemof private enterprise—isthereby rejected in favor of asystem of corporatist adminigration. I1t'sno
surprise, then, that Hadley did not reject free markets for corporatism. Even Adams carefully advocates
state regulation only inindustries (like rallroads) characterized by increasing returnsto scae. In agriculture
(decreasing returns) and most manufacturing (constant returns), Adams eschews intervention. (1887: 521-
23).

3 The neoclassica policy era, which we may loosdy characterize as running from 1890 into the
1960s, was confident in the state’s willingness and ability to remedy market failures. Only with Coase
(1960) and Buchanan and Tullock (1962) did the American profession revist the late-classicd belief that
government cures may be worse than market diseases. Clark’s preference for potentid competition is
influenced by hisworry that monopoly price regulators are placed “in positions that [offer] the maximum
inducement for corruption.. . ..” (1900a 189). Clark alsoworrieswhether |abor arbitrators are competent
to determine competitive wages. (1902: 559).
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preserving dynamic competition reguires, a mogt, aminimalist antitrust policy — policing anti-competitive
practices. Clark seesthe innovation from competition asthe sole guarantor of materia progress, the“sine
gua non of any hopeful outlook for the future of mankind.” (1914: 7). With respect to goods markets, a
less corporatist position is hard to imagine.

Onindugtrid rdations, Clark ismoreinterventionist than heiswith goods markets, though he could
hardly be less. Clark’s labor policy stance arises from his asymmetric treatment of goods and labor
markets. Where potential competition in goods markets drives output prices to the competitive leve;
potential competition in labor markets (a permanent army of unemployed) can drive wages below the
competitive level. Clark doesnot say by how much he thinks actua wagesfal below competitive wages,
or how often unfair wages occur, though his limited remarks (1913) regard minimum-wage proposas as
well above margind product, and thus unfair, wrong headed and dangerous.

Clark on labor arbitration is more complicated. For Clark, arbitration is justified because (if
successul) it amelioratesthe socid cogts of strikes, lockouts, and other labor conflict. Inthissense, Clark
doesimagine palicy intervention asaccomplishing what unionsand management, | eft to themselves, cannot.
But Clark’s objection is not to competition in labor markets, but to what he sees as the socia costs of
collective bargaining, what today we cal bilatera monopoly. In Clark’ sview, thetask of |abor arbitration
is not merdly to determine fair wages, to sand in for market wage determination. He also envisons fair
wages as ameans to protecting the public from the cogts of labor conflict.

Clark’ s advocacy of labor arbitration is a consequence of Clark’s ambivaence towards unions,
which, in turn, derives from his asymmetric theoretica trestment. It is only because wages can fal below
their competitive rate (where output prices generaly cannot), that Clark sees socid vaue in unions. The
obverse risk of union monopoly leads Clark’s to empower arbitration courts to police anti-competitive
conduct by unions, to ensure that unions “don’t build a fence about its fied of labor and arbitrarily
[exclude] men who have anaturd right to enter it.” (Ibid). Arbitration courts, says Clark, should “invoke
that common-law principle . . . that monopoly is everywhere contrary to public wefare” (1902: 565).
Clark’s arbitration courts don't merely determine fair wages, they also are charged with protecting
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consumers, and with a kind of anti-trust enforcement — a task of promoting labor competition, not of
supplanting it.

Itis clear that, on labor arbitration, Clark is more interventionist than e'sewhere. What is harder
to determine iswhether Clark proposes labor arbitration in spite of or because of histheory. Did Clark
regard unregulated labor markets as hopeesdy inefficient, so that, in practice, hisarbitration policy ismore
interventionist than his theory might suggest? Or was Clark’s arbitration policy the product of his
asymmetric theory, which demanded some mechanism for encouraging unions while smultaneoudy
preventing unions from overstepping their useful bounds? The evidence, | think, isinconclusive.

What | seeis a theorist’s vanity, or perhaps naivté. A hint is provided by the fact that Clark’s
arbitrationrulingsare not legdly binding —complianceisrictly voluntary. Clark seemsto have hoped that
the force of adeterminate standard of fairness would offer a natura solution to labor conflict. Thepublic
would seize upon fair wages, and hold both partiesto account (1907: 494). Thiswas probably naive, but
it is consstent with one of Clark's most enduring legacies. his analytical approach to the ethics of
digtribution.

“It isinteresting,” said Paul Homan commenting on Clark, “that asystem reminiscent of the earlier
advocates of |aissez-faire should end up on a note of government regulation.” (1928: 92). It is only
interegting if one regards Clark’ stheory aslaissez-faire, whichitisnot. A partisan of laissez-faire argues.
what is, isfar. Clark, in contrast, argues. competitive prices and wages are fair. Hands off when they
obtain, and hands on when they don’t. A cautious willingness to use the state as an agent for promoting
competition is, in fact, a halmark of neoclassca economics, and digtinguishes it from laissez-faire and

corporatism dike.

3 Few Progressive-erascholars, “ old-school” economistsincluded, advocated apolicy of radical
laissez-faire. Even William Graham Sumner, the béte noire of American progressive economigts, and the
stock villain of later historica accounts, said that “laissez-faire is a maxim of policy. It is not a rule of
science.” Laissez-faire, said Sumner, isa*“generd warning . . . not an absolute injunction.” (Cited in Fine
1956: 88).

30



5. The Academic Progressive' s Impulse to Lead Social Reform

We havethusfar avoided an attempt to define the term “ progressive’. And with some cause. The
progressive reform codlition included not only political economigts, but o nativists, socid gospelers,
prohibitionists, muckrakers, birth-control advocates, eugenidts, charity reformers, settlement house
workers, pacifigs, city-beautiful advocates, and conservationists. With such an eclectic mix, it is no
surprise that people labeled progressive routingly disagreed on matters such as immigration, especidly
racidly motivated immigration redtrictions, birth control, the appropriate family structure, the firsg World
War, eugenics, and whether women'’ s interests were best secured by paternaist legidation or by full lega
equdity. (See Davis1967). What united the progressives was substantive agreement on the cause of |abor
reform through legidation, and methodologica agreement on what Linda Gordon calls the “progressve
traditions of statism and belief in expertise.” (1992: 36).

Progressives shared afaithin (1) the power of socid scienceto determine theroot causes of socid
problems, (2) the efficacy of scientific management techniques in amdiorating the problems explained by
socid science, and (3) the ability of an technocratic band of experts to suspend their own interests and to
arcumvent (or better, transcend) the messy business of everyday interest-group politics. The “labor
problem” unified progressves substantively, and astatist “ cult of expertisg” unified them methodologicaly.

Perhaps no group better embodied this combination than American progressive politica
economids. The progressveimpulseto form anintelectua vanguard of scholars actively setting theworld
to rights was powered by a potent combination — German academic socid activism, and the Socia
Gospe’ s evangelicd will to remake society.

Soondfter itsfounding, theyoung AEA transformed itsdf from an agency of Chrigtian socid reform
intoamore scholarly and scientific professond organization (Coats 1960). But the core belief in academic
activism for socid reform —what Mary Furner 1975 calls “advocacy” — did not disappear, it relocated.
Reform-minded American economists, perhaps wiser after the academic-freedom trials at the end of the
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19" century, founded activist organizations outside universities, to conduct research on thelabor problem,
and to lobby, advocate and rake muck. Labor reform was the heart and soul of the progressive agenda,
aswastheidea of an expert intellectud vanguard promoting that agenda.

Perhaps the most important of the reformist organizations were the National Consumers League
(NCL), and the American Association for Labor Legidation (AALL). Orloff and Skocpol call the AALL
the “leading association of U.S. socid reform advocates in the Progressive Era” (1984: 726). Mostly
forgottentoday, the AALL was akey labor-reform pressure group. It was extremely influentia in effecting
Progressive-era reforms — workplace safety laws, minimum wages, limited hours, and, in time,
unemployment, hedlth, disability and old-age insurance.

The AALL wasfounded in December1905 at the Batimore AEA meetings, principally by two of
Gustav Schmoller’s students, Henry Farnam of Yade and Adna F. Weber of the New Y ork Bureau of
Labor Statigtics. (Rodgers 1998: 236) Thefirst group meeting was in early 1906. Ely wasthe AALL’s
firg Presdent, and Commons the first Executive Secretary. The latter position was soon taken over by
Commons's protégé John B. Andrews, who led the organization for many years, overseeing its
transformationfrom scholarly muckraking shop to paliticaly powerful pressuregroup. Irene Osgood (who
became Irene Osgood Andrews), another Commons disciple, served asthe AALL’ s assistant secretary.

Seager wasinvolved from the very beginning, serving asitsthird and fifth Presdent (Commonswas
the second to hold the AALL presidency). Isaac Rubinow was an important AALL leader during the
Progressive era, aswas CharlesHenderson, asociologist fromtheUniversity of Chicago. UnliketheNCL,
the active leadership of the AALL was dominated by academic political economists®* Rodgers describes

% TheNCL, led by theindomitable Florence Kelley, was|ess academic, was run by women, and
was more skillful paliticaly (Rogers 1998: 236). The NCL was assembled of local consumer leagues that
originaly advocated voluntary labor reform via consumer education: raisng the consciousness of gented
consumers of ladies garments produced under sweated conditions, using NCL labels (riva to the Union
labd) that certified satisfactory work conditions. FHorence Kdly hersdlf camearoundto theideaof alegdly
enforced minimumonly in 1908, at aninternationd consumers’ league conferencein Geneva(Rogers 1998:
238). TheNCL tapped thenetwork of progressve economistsinmostly ceremonia positionsas* advisors’
or board members. Commons was president of the NCL from 1923 to 1935. Seager, A.B. Wolfe of
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the AALL rogter of progressive economigs as “virtualy an dumni reunion from the German university
connection” (1998: 253).

The AALL’s leadership condtitutes a duty roster of progressve American political economists.
Among progressives, it is hard to find one important academic political economist who did not serveasan
AALL officer, or onitsgenerd administrative council. The AALL asoinduced someacademic economists
less squarely in the progressive camp, such as Frank Taussg, to lend their names to the masthead. John
Bates Clark, as best | cantell, iscompletely absent.®  The most eminent American political economist of
the day clearly would have made a desirable addition to the AALL masthead. But Clark was apparently
unwilling to lend his name, even for a purdly ceremonid title. It was not a matter of ivory-tower averson
to public affairs. Clark wasvigoroudy engaged in theissues of the day, regularly writing for popular outlets
and ultimately abandoning economic theory for the cause of preventingwar. The AALL mission embodied
the progressve economist’s impulse to socid activism, and the AALL leadership rogter, a one time or
another, boasted virtudly dl of them. Clark’ sabsenceisteling, and placeshim gpart from the economists
who led the AALL: Ely, Seager, Commons, the Andrewses, Rubinow and others.

6. Conclusion: Clark’s Progressive Credentials

In many respects, Clark isaman of histime. He was among the very first American students of
Political Economy to receive graduate training in Higtoricist method and State Sociaism from the German
economids. Clark’s religious fedling ran deep a a time when nearly al mainline Protestant churches

preached a creed of legidated “living wages’ for dl workers, dong with resiricted hours and a host of

Oberlin College, and Arthur Holcombe of Harvard, were members of the NCL minimum wage committee
as early as1909. (Hart 1994: 209, n. 94). Ely and Father John Ryan of Catholic University were active

participants.

% In the modern secondary literature onthe AALL, Clark isasoinvisible. He meritsbut asingle
mention in Moss (1996), and Clark is entirdly absent from Skocpol’s (1992) extensive account.
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other legd labor reforms (Bateman and Kapstein 1999: 255). Clark was a force in the founding of the
AEA, evenif hedidn’t completdy share Ely’ svison of the AEA asan American Verein fir Sozial politik,
and even if he led the committee to tone down Ely’s daring anti-laissez-faire satements of principle.®
Clark’ s favorite student was the outré Veblen.

Columbia, Clark’s find and longstanding academic home, was a locus of reformist politica
economy and progressive sentiment.  The two members of Columbia s faculty of Politica and Socid
Science before Clark, Richmond Mayo-Smith (1854-1901) and E.R.A. Seigman, were membersof the
origind AEA insurgency, and were prominent reformers. Columbia aso boasted Henry Rogers Seager,
Samud McCune Lindsay, himsdlf aProgressive-era President of the AALL, and charity reformer Edward
T. Devine, head of the New York School of Philanthropy, another AALL sawart. This milieu
notwithstanding, Clark wasnot aprogressivein theway that Seager was, to say nothing of Ely, Commons,
Andrews, and Webb.*®

Clark, like many of hiscohort, was descended from along line of ministers, himself consdered the
minidry, and attended college (Amherst) in erawhen the clerics till ruled, and when political economy was
ordinarily taught as an adjunct to mord philosophy. Clark may even have shared with Ely and Commons
the Socid Gospd’s millenarian god of bringing forth, via socia change, heaven on earth (Everett 1946).
But, if s0, Clark had a different view of the gppropriate agent of deliverance, which iswhy it is hard to
imagine Clark saying, as Ely did: “God works through the State in carrying out his purposes more
universaly than through any other indtitution” (cited in Fine 1956: 180). If anything, Clark sees the hand

37 In aletter dated June 23, 1885, Ely confides to Sdigman that “the idea of A.EA. isto
accomplish what the Verein fur Soziapolitik has done in Germany — not necessarily accepting dl the
doctrines of the Germans.” (Dorfman 1941: 281).

3 The labels employed to capture the intellectua differences discussed in this paper are less
important than theactud argumentsfor thosedifferences. Inthissensg, itispossibleto characterize Clark,
as does Dorothy Ross (1991: 174-5) as a “right-progressive,” to be carefully contrasted with “left-
progressives’, such as Ely, Commons, and Seager. My own view is tha the term “neoclassica” better
captures better the specific ways in which Clark’s economic thought and his moderate reform agenda
departs from hismore radica progressive peers.
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of divinity asdid the Scottish classicdl tradition: providentiad desgn manifesting in the rlatively harmonious
way in which competition works to promotes good socia outcomes. Clark prefers anatura-law curative
to the heavy hand of an overambitious state, which he likensto the iatrogenic phys cian who wantsto treat
abad liver with cdlomel [a mercury-based emetic] and bleeding:

Insuch acase, pill and lancet carry the day. Similar resultsfollow on alarge scde when somemen

have violent cures for socid diseases, and we suggest no dternative except waiting an depending

on nature. And yet nature is all powerful. Thereisno cure of disease, individud or socid, that

does not come through the action of her forces.” (Emphasis origind. 1897: 592)

Clark’s faith in and preference for patience and “naturd cures’ isinimica to the progressive creed — a
creed that envisions atechnocratic ite guiding acompliant and benevolent Sate to effect socid outcomes
otherwise unobtainable. Clark shared the progressives' religiousidealism and their moral earnestness, but
he did not entirely share their economics, nor their view of what congtitutesthe socia good, nor their view
of which policies best promote the socia good.

John Bates Clark’ s thought is too important to be glossed as apology for laissez-faire capitalism,
and the old caricature is giving way. But amore redistic portrait need not dide the differences between
Clark and his progressive peers. There are, of course, many resemblances to be found between the
progressive s political economy and Clark’ sown. The era s eclectic and tolerant political economy, with
its permeable intellectua boundaries, dmost ensures broad areas of overlap.

Stll, the differencestdl. Clark isapivota figure during an inflection point in the history of politica
economy, a time when the emerging American branch of the profession is up for grabs. In proposing
competitive prices as anormative benchmark, Clark gives American economics an andytical gpproach to
the ethics of digribution. Critics vigoroudy questioned both the practicability of determining labor's
margind product and the fairness of marginal-product wages. Economists as different as J. Lawrence
Laughlin, Taussg, Frank Fetter, and Veblen, thought that marginalist theory was too abstract.

But Clark’ sdigtribution ethics offered atheoretically anchored middleway between redical laissez-
fare and socidism. Progressive political economy did not. In part, this was because many progressives,
inrgjecting Clark’ sview of ideally competitive markets as socidly best, dso rejected the need for amiddle
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way. In addition, progressive economists, with no andogue to Clark’s competitive-price normétive
benchmark, lacked determinate policy goals for intervention. “More for [abor” does not say when labor
has enough, nor obvioudy congrain intervention.

Inthis sense, Clark’s middle-way policy approach is srategic: it cooptsthe reform impulse of the
progressives, while smultaneoudy and determinately delimiting the scope of policy intervention. When,
around the time of Clark’s death in 1938, American neoclassical economics is importing the more
mathematica continental tradition, margindism and theoretica abstraction cease to be professona
liabilities, and Clark’s policy approach becomes more entrenched. This difference in policy approach,
among the many others, may help explain the divergent paths of progressive economics, which was aspent
force by the 1930s, and neoclassica economics, which has been ascendant for more than sixty years.

Thereisin Clark no dgebra, and no reflexive assumption of maximization. What' smodernin Clark
ishisfath in the virtues of competitive markets, his margindist approach to price and wage determination,
his aspiration for generdity in economic theory, his devation of a benchmark competitive ided to which
markets and policy should aspire, and his innovative gpproach to regulation, which | have argued is best
characterized as one of market failure remedy, especidly the remedy of promoting more and better
compstition. In these respects, Clark is not a progressive, but an early precursor of the American

neoclassica ascendancy.
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