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ume shed significa nt light on short-term bene fits and costs. The causality question still re
mains to be so lved but the large inves tments taking place currently in obtaining technology
from mult inat ional corporations, wheth er throu gh foreig n direct investment or throu gh joint
ventures and privatization of state-owned monopolies indicate that policymakers want to
participate in the global inform ation highwa y and integrate their countri es with global mar
kets.

This IDRC study report rightly shows that no speci fic indicator could be singled out as
causing devel opm ent. A "knowledge- based economy" could be used to quant ify economic
development but when it comes to measuring human development or quality of life, the
problem becom es complex and increasingly difficult for identifying indicators. The volume
contains an extremely useful chapter on Cost-Benefit analysis and its applicability to infor
mation intensive projec ts in develop ing countries . In fact the discussion sheds light on the
ambiguity of the term information itself. Some of the assumptions made are also subject to
question such as those of perfect information and costless information. We all known that
information has a direct cost to users and that the owner of the inform ation does not lose it,
when he parts with the information he has sold. Informati on is indeed a catalytic resource
that feeds on itself and empowers the owner. But the major issue is equality of access and the
breaking down of barriers. The low income countries contend that in the inform ation society
they become the suppliers of raw data which is unfairly used again st them by the rich coun
tries. Be that as it may, one has to appreciate the fact that polit ical boundaries are fast break 
ing down and CNN and Star TV have captured audiences in the devel oping world . Rapid
rates of growth in Asia, Ch ina, and Latin America have brought these countries into the fold
of technol ogical advancement. All these countries are racing to own and operate their own
domestic satellites eve n if the base cost is $250 mill ion and above. They are all investing in
cellul ar teleph ones and fibre optic cables leading to a growi ng gap between the larger mid
dle classes and the stagnant rural dwellers . The case studies now in process at the IDRC will
bring even more exc iting results than what Dr. Menou has so lucidly described in his report .

Thi s volume has carefully and in depth described the risks and opportunities of inform a
tion-inten sive investmen t. Recent events have somewhat dimmed future prospects of growth
and in the word s of The Economist (28 January 1995, p. 13) destroyed the fallacy that "all
emerging market s will grow consistently and continuously."

Meheroo Jussawalla,
East-West Cente r, Honolulu , Hawaii, USA

Historical Analysis in Economics edited by Graeme D Snooks (Routledge, London and
New York, 1993) pp. xvi + 249 AUS$59.95 ISBN 0-4 15-0882 5-9

Despite its undoubted success as an academic discipline over the last forty years, economics
has always had its critic s. The y are as likely to come from inside as outside the discipline
and they flouri sh when eco nomic fortune s are low as they have been in the World economy
durin g the last ten years or so. The success story in eco nomics is its climb to become, up to
recentl y, the fourth most popul ar disciplin e in the upper schoo l curriculum (' A' level in
Britain), the presence of an Economics Department in every University throughout the World
and the high demand by empl oyers for economics grad uates . Many economic historians
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however see it as very limited in scope and bemoan in particul ar the economi sts' lack of
intere st in history. Graeme Snooks is a respected Australi an scholar. schooled in both histor y
and econom ics, well known for his wor k on very long term movements in European Liv ing
standards - Domesday onwards . He is the driving force behind this volume and articulates a
very explicit critique of economics . It has little of interest to say about long-run economic
forces . The profession applauds high theory, manifes t d early in The New Palgrave: A Dic
tionary ofEconomics which excludes all empirica l studies . For Snooks, economics is there
fore primarily an abstract, deductive science, the profession is dominated by players of games,
solvers of puzzles, with applied work of seco ndary importan ce and usuall y geared to an
swering fairly limited questions.

Whether all the contributors agree with Graeme Snooks is not d ear. He has two substan
tial chapters whilst Paul David also contributes a methods chapter. on path depend ence. The
rest of the volume co nsists of seve ral fine pieces of research in eco nomic history which use
eco nomics and quantitative methods in the analysis of longer-term problem s. Snooks wants
a bigger input from history to eco nomics and implicitly the reports on research work are to
be seen as illustrations of how the two can work together to gene rate interesting result s.
There is an update by John Williamson and Tim Hatton of their work on rural-urb an wage
gaps as well as one by Lionel Frost on the development of cit ies on the Pacific rim, both
drawin g out issues common to the current Third World and to early European development.
Lesli e Hannah brings some new data. on the schoo l and university background of British
co mpany chairmen, to the debat e on culture and economic performance. Paul John son ex
ami nes a massive database on the old age charac teristics of the British popul ation from 1860
to the present. Stephen Nicholas uses some of the insig hts from transactions cos t anal ysis in
an eva luation of the agency networks of the Hudson 's Bay Co mpany whilst David Pope
draws out some of the similarities between the curr ent post-deregulation fea tures of Austral
ian bankers and the free bankin g system of the late nineteenth century. Given their numbers,
economic histori ans have been more successful in politi cal and institutional life in Britain
(one think s of the Vice-chan cellors and Masters; Saul , Supple, Cairncross , Briggs, Floud ,
Mathias) than economists, and Gary Hawke 's reflections in chapter 4 on his experiences on
a Cabinet Social Equit y Committee in New Zea land, on that country's Plannin g Council and
his own University's Institute of Policy Stud ies shows how a knowledge of long-term insti
tutional change can have much more weig ht than techni cal brilli ance.

It is clear that eco nomists as a breed do not know much history. What are they missing ?
Some of the answe rs are in this volume but less clear is why these missing elements have not
undermined the subject. Thu s the histori cal record obviously provides a richer empi rical
basis, both in the sense of a larger number of case-studi es or data sets, and perhaps more
importantl y, in forcing respon ses to long-term questions. Johnson 's chapter for example
co nvincingly shows that the decline in the labour force participation rate of men over 65
years old is partly a structural issue (the decline of agriculture), is otherwise relatively recent
( 1920s onwa rds) and has no other simple single cause but is rather a product of the interac
tion between rising wea lth, state pension rules and more age-structured labour contracts.
Secondl y there is little doubt that famili arity with the broad historical experience of a coun
try widens the set of questions and issues under rev iew. It is diffi cult to imagine the impact
of cultural elites on the performance of European economies com ing from the economist' s
agenda and Hannah 's re-evaluati on of Rub instein and Weiner and his findin gs that by the
1980s the prom otion ladder in British businesses were much more merito crat ic (a produ ct of
the 1960s and earlier) is symptomatic of the insight s that come from this wider perspective.
And then thirdly there is the misuse of history, the selection of a piece of historical evidence
to support a part icu lar them atical issue without addressi ng the wider context. Snooks makes
great play of this, cas tiga ting both Ada m Smith and Alfred Marshall for this trick, and whil st



Book Reviews / 23

he goes ove r the top in indicting (p.3) the classical economists for not knowing how much
national inco me had grown during and after the Middle Ages (or so his own research sug
gests), many eco nomic historians will have experienced the irritation of someone dipping
into history (rent contro ls from ear ly 20th century Britain reduced the supply of rented ac
commoda tion) without confronting the wider important issues (why were they introduced?).

Important as these issues are, one wonders whether they are enough to warrant goi ng to
the barricades. Are they much stro nger than the criticis ms by the nineteenth century histori
cis ts (T.e. Cliffe Leslie and 1.K. Ingram) who complained, unsuccessfully, of the 'exces
sive ' tenden cies to abstraction in the methods introd uced by Ricardo? If the study of institu
tional change ove r long periods is a key element in the contribution from those who meld
history with economics, are we not edg ing there already and does it require a massive meth 
odo logica l break? Transaction cost analysis emerged in economics and economic history at
roughly the same time. Steph en Nicholas' chapter shows how fruitful it can be. Douglas
North got a Nobel Prize for it. But it was a Prize in Economics and he did have Barzel to talk
to at Washington University. How many economic theori sts do we need to sustain that kind
of linkage? How many econometr ic theorists do we need to sustain economic historians
who use cost and production functions in their empirical work ? These are the difficult ques
tions in deciding how far economics has gone astray. Moreover and crucially, economic
historians will have a major impact in economic s when they have more convincing explana
tions for current problems and/or when they predict the future better than economists. This
is why the growth issue is one where eco nomic historians are increasingly able to offer
something of significance to current debates, the economic theory of grow th having proven
so arid and ahistorical.

A jo ining together of history and economics is more likely indeed if the weaknesses of
economics are exposed in their ow n terms, an underm ining of the parad igm using some of
its ow n techn ical apparatus. Thi s will not be easy. Snooks provides a fine potted history of
economic thought in chapter 3 showi ng how the casual use of history dates from at least the
eighteenth century whilst Paul David traces the idea of what is 'natural', and hence ' laws of
nature ' , back to Aristotle and through to Adam Smith whom he characterises as viewing
historical eve nts as interferences with the natural order. Small wonder then that the discov
ery of eco nomic laws has continued to fasci nate, leading to the present scene where the
profession , says Snooks, is populated by 'gameplayers' . For them life is a series of resolv
able puzzles (is this North America n optimism and ideology?) to be solved by the bright
young things who dazzle at interviews and conferences . 'Realists ' in contrast regard life as
a complex mystery. But there is a danger that the dull realists will ignore all eco nomic
theory (like the histor ians of the nineteenth century) and be absorbed into history - as, says
Snooks, has the majority of Brit ish economic and social historians. A blueprint for the way
out is sketched out by Paul David who hopes for an economics which recognises that out
comes are path-dependent, that particular sequences of events in the past are capable of
persistent effects in the present. Hence roles for both individual actors and some abstract
reasonin g. Altogether this is a volume which eco nomists, historians and the growing breed
in between will dip into with profit.

Robert Millward
Univer sity of Manchester, England




