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What Economists
Can Learn from
History

Contemporary economics is

totally in the thrall of advanced math-
ematical techniques. Economists
should break the spell, argue Randall
Morck, a professor of finance at the
University of Alberta School of Busi-
ness, and Bernard Yeung, a professor
of economics and management at the
National University of Singapore
Business School. In particular, econo-
mists should mine the field of history,
both for the information it can provide
and for the methods its practitioners
employ, Morck and Yeung say.

Economists, the authors com-

particular would benefit from study-
ing the histories of poor countries, as
researchers will need to understand
colonialism in order to understand
the persistent poverty in such places.

One of the most significant
strengths of historical analysis is
that it takes into account the
characteristics of individuals,
such as leadership, psychology,
emotions, personal ties, compul-
sions, and ambition—factors that
economics cannot capture.

Economists may not welcome
Morck and Yeung’s recommend-
ation, convinced as they are of data’s
superiority to historical vagaries.
Many may argue that historians are
inclined to see the world in ways that
agree with their “favored narratives.”
But the authors aren’t so concerned:
Data may seem neutral, but econo-
mists are “hardly immune” to their
own methodological biases and ideo-
logical callings.

plain, are overly focused on making
each individual paper internally con-
sistent and not enough on fitting
their ideas within the broader con-
text of their field. Even papers in the
same issue of a given journal can be
premised on conflicting assump-
tions. Historians, in contrast, are
interested in developing “external
consistency.” To establish its validity,
“a good historical narrative must
connect the ‘dots’ of all relevant his-
torical events with causal links.”

An example of the sort of histor-
ically rooted economic analysis
Morck and Yeung want to see more
of is Charles Kindleberger’s 1978
book Manias, Panics, and Crashes.
In the decades since its publication,
purely data-driven theories on the
nature of booms and busts have
been shown to be weak, and Kindle-
berger’s historically rooted research
remains the “narrative to beat.” The
field of development economics in
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Monopolies, Our
Secret Love

Once upon a time, some thought it obvious that

competition was a bad thing, particularly in communi-

cations. As Theodore Vail, the president of AT&T, put

it in 1913, “The public as a whole has never benefited”

from competition. Monopoly, he said, was the better

choice. The reason, he argued, is that “all costs of

aggressive, uncontrolled competition are eventually

borne, directly or indirectly, by the public.”

Nowadays corporate executives carefully avoid

expressing such sentiments. Instead, firms such as

AT&T speak of the importance of “vigorous

competition” even when it is being eliminated. Anything

that might sound like the advocacy of monopoly has

fallen into the same category as the advocacy of

eugenics. But take a look around. What do you actually

see, in so many important markets? The answer, quite

obviously, is rule by either a single dominant firm or a

small group. This is particularly true in the information

and communications industries. Search engines?

Google. Social networking? Facebook. Operating

systems? Microsoft (mostly). Cell phones? Verizon,

AT&T, and Sprint. . . . Could it be that Americans

actually like communications monopolists? Do we want

dominant firms to run our world?

—TIM WU, author of The Master Switch: The Rise and Fall of

Information Empires (2010), in The New Republic (June 9, 2011)

T H E  S O U R C E :  “Economics, History, and Caus-
ation” by Randall Morck and Bernard Yeung, in
Business History Review, Spring 2011.
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