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THE HUMAN LIFE VALUE:
AN HISTORICAL PERSPECTIVE

ALFReD E. HOFFLANDER

The human life value concept is one
segment of the general theory of human
capital. Depending upon the circum-
stances and the definitions used, the two
may be considered to be one and the
same concept. While this general area of
inquiry has been under discussion and
analysis for over four centuries, only in
recent times has the interrelationship be-
tween human capital and life insurance
been acknowledged. In the last fifty years
the human life value concept has risen
from an occasionally mentioned sales tool
to the place of prominence which it now
holds as the economic foundation of life
insurance. Even so, most of the authors
who have devoted attention to this topic
have done so as a secondary matter, gener-
ally being interested in employing the re-
sults of their work to prove a specific
point, with little time or effort being de-
voted to the theory behind the calcula-
tions. This article deals with the history of
the human life value concept and with the
history of the concept of human capital,
which is closely related to it.

Earliest Use of the Concept

One of the first evaluations of human
life was made in the old Anglo-Saxon law
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and was variously called the wer, wergild,
wite, or bgde. The value set on an indi-
vidual was used in determining the com-
pensation allowed to his relatives if he
was killed by a third party and was based
on his station in life. This bgde had to be
paid by the person committing the homi-
cide, and if he was unable to pay the
amount of the bgde he was sold into
slavery or exiled.! While some scholars in
the past felt that the amounts set as the
wergild or bgde were arbitrary,? later re-
search has shown that they were originally
set as an estimate of the person’s value.?
This estimate was based upon the wealth
that he had accumulated during his life.
Thus as an individual grew older and
accumulated more goods his bgde became
greater.*

Because no provision was made for
changing this evaluation over time, it be-
came a mere token rather than real com-
pensation. This was due to the continually
rising price level, which was a problem

1 Federick Pollock and Frederic W. Maitland,
English Law Before the Time of Edward First,
(Little Brown and Co., 1899), Vol. II, p. 460.

2Louis I. Dublin and Alfred J. Lotka, The
Money Value of a Man, (rev. ed.; New York:
The Ronald Press Co., 1947), p. 8.

3See Poul Meyer, “Kullurhistorisk Leksikon
for Nordisk Middelalder,” (Encyclopedia of the
History of Civilization of the Scandinavian Mid-
dle Ages), pp. 519-537.

4+This view of the human life value differs
substantially from the presently accepted belief
that the human life value decreases over time.
There is, however, no a priori reason for assum-
ing that the human life value must either increase
or decrease over time. On the average the value
of a human life does tend to decrease with age.
This is because the human life value (as it is
generally defined) is based upon future earning
power rather than accumulated wealth,

(381)



382

then as now. Before this defect could be
corrected, homicide began to be viewed
as a social rather than a personal crime
and the system fell into general disuse.

The Concept in Economic Theory

Sir William Peity (1623-1687)

Sir William Petty® was the first econo-
mist to be credited with using the con-
cept of the economic value of a man. The
purpose of his discourse was to show that
factors other than area and population
were important in determining the wealth
and strength of a nation. He attempted
to demonstrate through statistics that Eng-
land, while small in area, had natural ad-
vantages (e.g. excellent and inexpensive
shipping facilities) which could make it
the greatest of all nations and “that the
impediments of Englands Greatnefs [sic]
are but contingent and removable.”®

In order to measure the national wealth
of England, Petty felt that he had first
to determine the value of the population.”
He started by assuming that England had
six million people and their annual ex-
pense was £7 “per head,” producing a
total annual expense for the population
of £42 million. Rent of land was com-
puted to be £8 million and the yearly
profit of all personal estates was £8 mil-
lion more. He therefore concluded that
the labor of the people must have sup-
plied the remaining £26 million per year
(total expense minus rent and profit).

When multiplied by twenty (“the mass
of mankind as well as land being worth
twenty years purchase™) this £26 mil-
lion yielded a value of the whole people
equal to £520 million. This, divided by
the population of six million, gave the
value of each head of man, woman, and

5 Considered the father of political statistics.

6Sir William Petty, Political Arithmetick,
(Printed for Robert Clavel, London: 1699), p. 1.

7Ibid., p. 31.
8 Ibid.
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child at something more than £80 ster-
ling. In such a manner, he concluded, the
loss sustained due to plague, war, and by
sending men “abroad into the service of
foreign princes™ could be estimated.

Since land continues in perpetuity, mul-
tiplying its yield by twenty is equivalent
to capitalizing it at five per cent. Man,
however, does not live forever and so mul-
tiplying his yield by twenty is equivalent
to capitalizing him by some figure less
than five per cent. (The actual percent-
age can be determined only if a given
set of mortality statistics is assumed.)
Petty’s method and logic appealed greatly
to his followers and were used in most cal-
culations of national wealth for about one
hundred years after his death.1?

Philip Cantillon (1680-1734)

About fifty years passed before another
economist made a contribution to the
concept of human capital. This was
Philip Cantillon. Cantillon’s evaluation
was based on the cost of maintaining the
slave and his offspring rather than on
the earnings that the slave created. This
was in direct contrast to Petty, who capital-
ized the earnings of labor.

In attempting to arrive at the price “of
anything in general”! Cantillon devoted
a short chapter to the equality between
land and labor. In this chapter he argued
that the labor of a slave is worth at least
as much as the value of the produce of
the amount of land that was necessary to
be cultivated for his support, plus half as
much again for the bringing up of his
child:

Because experience shews (sic), that half

of the children born, do not live . . . two

children must be born to have a reasonable

107, S. Nicholson, “The Living Capital of the
United Kingdom,” The Economic Journal, Vol. 1,
No. 1, (March, 1891), p. 97.

11 Philip Cantillon, Essays on the Nature of
Commerce in General, (1755), p. 21.
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probability that one shall live to the age
of seventeen.1?

The fact that he assumed that only one-
half of the land necessary to support the
slave was necessary to support his off-
spring appears to reflect the high infant
mortality which existed at that time, and
the lesser food consumption by the very
young. Cantillon feels that a slave’s life:

. is not to be calculated at more than
ten to twelve years purchase . . . All things
considered, it is calculated that the value
of the lowest peasant’s labor may be rated
at double the value of the land necessary
to support him.13

Cantillon was more interested in the
valuation of slaves for the individual farm
or plantation, in contrast to Petty, who
emphasized the measurement of total na-
tional wealth.

Adam Smith (1723-1790)

Unlike his predecessors, Smith was not
interested in determining the value of
human capital. He was interested in the
difference in wages in different fields of
endeavor, and tried to explain these differ-
ences in terms of the concept of human
capital.

Smith actually dealt with this topic only
twice in his Wealth of Nations. The first
reference was to the inequalities of wage
and profits where he explained that a man
educated at the expense of much labor
and time may be compared to an expen-
sive machine (fixed capital). Further, his
income should cover the usual wages of
common labor plus the cost of education:

. .. with at least the ordinary profits of an

equally valuable capital. It must do this too

in a reasonable time, regard being had to

the very uncertain duration of human life.14
e T, 5. 24

13 1bid.

14 Adam Smith, An Inquiry into the Nature and
Causes of the Wealth of Nations, ed. Edwin Can-
nan (New York: The Modern Library, 1937),
p. 101.
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It would appear from this that Smith
considered man as human capital, but in
a later chapter, where he listed the com-
ponents of fixed capital, he listed not man,
but rather “the acquired and useful abili-
ties of all the inhabitants or members of the
society.”1?

Johann H. Von Thunen (1783-1850)

Von Thunen in the second part of Vol-
ume Two of The Isolated State reflected
upon the view of man as capital. He de-
rived an equation to measure the value
of a human life, but he died before com-
pleting this work and the equation was
published after his death. The origin of
the formula used is not given and sub-
stitution of reasonable values in the equa-
tion does not produce meaningful re-
sults.16

Von Thunen states that should man be
considered capital, it would be necessary
for the state: (1) to compensate the fam-
ily of every soldier killed for the cost of
his upbringing, (2) to pay the disabled
soldier the amount of his upbringing plus
maintenance, and (3) to pay the soldier
who returns healthy for the depletion of
his strength.!?

Unfortunately, he did little to estimate
the losses involved so that the real worth
of his work appears to be in the stimula-
tion it provided to those who followed!$
(e.g., Marshall). The fact that a man had
value as property when he was a slave,
but not when he was free, perplexed Von
Thunen and he viewed it as a paradox
without solution.

Sir William Farr (1807-1883)

Sir William Farr completes the cycle by
essentially returning to the method used

15 Ibid., p. 226.

16 Bernard W. Dempsey, The Frontier Wage,
(Chicago: Loyola University Press, 1960), p.
143.

17 Ibid., p. 359.
18 Ibid., p. 143.



