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PREFACE 

Some apology may seem due on offering at this season 
so unwarlike a study as what here follows on the case of 
Imperial Germany and its place in modern civilisation. The 
essay was projected before the current war cafIle on, though 
the complexion of subsequent events has also doubtless had 
its effect on the particular direction taken by the argument 
at mOre than one point in the inquiry. The inquiry in hand, 
therefore,.is concerned neither with the controve,rted merits 
of the international quarrel nor with the comparative force 
and probable success of either belligerent. Its aim is the less .. 
polemical one of a comparison and correlation between the 
German case on the one hand and the English-speaking 
peoples on the other hand, considered as two distinct and 
somewhat divergent lines of the cultural development in 
modern times; and the ground on which the inqUiry ruris 
is that afforded by the economic, chiefly the industrial, cir­
cumStances that have shaped the outcome in either case. 

It aims to account for Germany's industrial advance and 
high efficieno/ by natural causes, without drawing on the 
logic of manifest destiny, Providential nepotism, national 
genius, and the: like. It is believed to be the first attempt . 
yet made at an explanation, as distinct from description or 
eulogy, of this episode in modern economic history; unless 
Professor Sombart's Deutsche V olkswirtschaft ;m XIX. 

v 
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Janrnundert may be so regarded. Apart from Professor 
Sombart's study of this period, it is believed, nothing of 
consequence has appeared in the way of a theoretical inquiry 
into this Imperial era and the run of its industrial affairs, 
although many scholarly and workmanlike studies have 
presented the run of the facts from one point of view and 
another. 

There is of course no intention here to impart information 
on the history of this period, whether political or economic; 
and the historical information made use of as material for 
argument is of the commonplace kind familiar by common 
notoriety or from the standard manuals accessible to all 
readers. Anything like a comprehensive citation of sources 
and authorities has accordingly been dispensed with, though 
citations and references covering given points have been 
brought in where special occasion appeared to call for it. 
The argument runs between the lines of the histories, as 
conventionally written, and does not lean on recondite mate­
rial or niceties of detail. 

To English readers, it is true, the chapter on the Old 
Order may appear in part to rest on recondite information. 
The argument bearing on this topic presumes a degree of 
familiarity with the archa::ology of the Baltic region, to­
gether with a fairly exhaustive first-hand acquaintance with 
what there is extant of literary remains in the Old Icelandic. 
It is not a matter in which the reader would be much helped 
out by a citation of sources; nor would a detailed enumer~ 
ation of documents and textual passages appear to serve any 
useful end even in the hands of a specialist in this province 
of erudition, since the purpose for which this material is 
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here used is such as would be served by nothing short of a 
somewhat protracted and inclusive familiarity with the en­
tire range of literature in question. The early culture of the 
Germanic peoples, arid of their pre-German. forebears, that 
so comes in sight in these archa:ological and literary antiqui­
ties, is made use of as a term of contrast against which to 
exhibit the characteristic traits of the modern era, and as 
showing the ct¥tural point of departure of these peoples, 
toward which any drift of reversion in their case will neces­
sarily set. 

It may also appear that a larger attention has been given 
to the case of the English-speaking community than would 
seem warranted by the caption of the title-page. Here, again, 
the need of a term of comparison has been allowed to decide, 
as well as the fact that, in the industrial respect, the current 
German situation is a derivative of the English and an out­
come of the past development of the industrial arts as 
worked out in Great Britain. Some attention has therefore 
necessarily been given to this past development of industry 
and its consequences in the British community. 

March I9I5 
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INTRODUCTION 

If the men who count in the social sciences in the United 
States were asked today who was America's most creative 
thinker in this fidd, few would dissent from the choice of 
Thorstein Veblen. They might not approve his views in 
general, let alone the details, but they would acknowledge 
that he showed a far more penetrating insight into the nature 
and future course of devdopment of the modern business 
civilization than any of his contemporaries or successors. 

With the exception of the much misunderstood The 
Theory of the Leisure CllJSs, Veblen's books have hardly 
been popular. Yet slowly his books rise from the obscurity 
of being out of print to take their place as significant inter­
pretations of the current drift of events dating from the 
great crisis of 1929. Veblen died an embittered man, only 
a few months before the beginning of that memorable event, 
but since then the majority of his books have again emerged 
and new editions have been required. 

From students perplexed anew by the sterility of tradi­
tional economics came a demand for The Place of Science 
in Modern Ci'VilisQtWn Qnd Other ESSQYs. Those who de­
spaired of the ability of the prevailing higher education to 
cast light on pressing social problems called for The Higher 
Letn-ning in AmericQ: A MemorQndum on the Conduct of 
U,}ft;ers;ties by Business Men. The "technocracy" craze 
made The Engineers tJnd the Price System a best seller for 

xi 
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a period, although the connection of Veblen's book with the 
movement was at most accidental. The advent of the "New 
Deal" sent readers to The Theory of Business Enterprise 
and The Vested Interests and the Common Man. Today the 
course of international events calls forth Imperial Germany 
and the Industrial Revolution. 

In one respect in particular, this book is the finest drama 
that Veblen ever wrote. So well had Veblen caught the 
spirit of the Third Reich twenty years before its birth that 
its accredited spokesmen sound as if they are merely obey­
ing Veblen's logic not only in broad outline but in specific 
detail. Yet this book suffered a fate even more severe than 
did most of his other works. Published shortly after the 
outbreak of the World War, it was soon on its way to the 
heap of forgotten and unsold books. Even men of high rep­
utation in liberal ranks who believed Veblen to be a genius 
were perplexed concerning the meaning of this book. 
Graham W~las and Walter ~eyl complained of its irony, 
reticence, and concealment. That was not all. They fdt it 
was too detached. Wallas, professor at the London School 
of Economics, thought that Veblen was too hard on the 
English; Weyl, an American liberal with a German uni­
versity education, fdt that Veblen should have found some 
good in German culture. 

America's entrance into the conflict in 1917 seemed to 
offer another opportunity for the book to make its contribu­
tion to current thinking, but again its objective character 
decreed otherwise. The official· propaganda bureau of the 
American government urged newspapers to republish parts 
of the book as damaging evidence against Germany, but the 
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Postmaster General's office barred the book from the mails 
under the Espionage Act. 

The equally penetrating An Inquiry into the Nature of 
Peace and the Terms of Its Perpetuation underwent a simi­
lar fate. Spokesmen of patriotic organizations denounced 
Veblen as a pacifist; agents ofthe Department of Justice held 
that the book called for more severe penalties upon Germany 
than were publicly advocated by the Entente powers. 

In this book Veblen forecast the future history of the 
yet to be born peace treaty and the League of Nations, and 
presented at great length the plan and terms of what he 
conceived might be a permanent "pacific league." But the ' 
government overlooked Veblen as it··scoured the country 
for economic advisers on these paramount questions; itpi-e­
ferred the conventional run of the profession who were 
accustomed to ignoring Veblen's numerous constructive pro­
posals by calling him, at best, a mere critic. 

With the cessation of hostilities there was only a negli­
gible demand for either of these works. Germany was now 
ostensibly a republic and those whom Veblen called the 
"subsidized pacifists" were in the saddle, proclaiming obso­
lete, innocuous solutions. 

But today with the world trembling on the brink of war, 
and Germany going through those evolutions sketched by 
Veblen, his cosmic spirit again impresses a world that can­
not escape from his persistent influence, because he under­
stood its drives. 

The scope of Imperial Germany and the Industrial Re'lJo­
lution extends far beyond the case of Germany. It requires 
no reading of his equally prophetic and neglected "Oppo~ 
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tunity of Japan" written at the same time 1 to realize that 
Japan is included. The western democracies also come in for 
attention. The longest chapter in the book is entitled ~'The 
Case of England," and the nine-page supplementary note, 
tucked away in the back of the work, dealing with American 
captains of finance should lead to a rereading of the main 
text as "The Case of America." 

In Imperial Germany and the Industrial Revolution, as 
in all his books, Veblen employs techniques that permit him 
to use a segme~t or aspect of culture as a spotlight to illu­
minate the underlying forces of the development of western 
civilization. Thus something must be said of Veblen's char­
acter and the position of the book in his comprehensive 
scheme, or readers may again be misled by its superficial 
trappings, particularly by the illusion that he was writing 
merely of the Germany of William II rather than of the 
current posture of events, both national and international. 

Nature endowed Veblen with an orderly brain, a high 
sense of intellectual integrity, and an insatiable curiosity. 
There was little that did not interest him, and he early 
acquired and constantly augmented vast knowledge that 
ranged from epic literature, theological dogma, and philo­
sophical systems to the latest mechanical inventions and the 
most recent anthropological and archaeological researches. 
Circumstances beyond his control determined that his mind, 
curiosity, and knowledge should be turned to the uses not 
of an antiquary but to those of a dissector of the modern 
order. 

1 Republished in Veblen's posthumous collection, Essays in Our Chang­
ing Order, edited by Leon Ardzrooni, New York, 1934. 
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As Professor Wesley C. Mitchell has so well shown, 1 Veb­
len's detached outlook developed from his having spent his 
early youth in a "lli,tle Norwy' in the Middle West with its 
relatively self-sufficient agrarian scheme of things of a day 
fast disappearing, and then being thrown into the dominant 
Y ankee business culture of the towns. Stripped thereby of 
a predilection for either scheme, he was able to see less ob­
scurely than his contemporaries the development of those 
institutions that were transforming America into the most 
advanced product of capitalism; namely, the machine p~ess 
and its concomitants under the regime oCproperty-cor­
poration finance and imperialism. 

The story of the development of modern business enter­
prise was to be Veblen's main concern after his re-entrance 
into academic halls in 1891. Although he had received a 
Ph.D. from Yale in 1884, he entered Cornell as a graduate 
student. In the intervening seven idle years of waiting for 
a post he had ample opportunity to think deeply of the 
problem. During the decade that followed, he worked out 
the main threads of his argument. It was a decade known to 
historians as the "stormy nineties," and respectable senti­
ment expected academicians to refrain from seriously ques­
tioning the fundamental arrangements. Although Veblen's. 
first article, vrhich appeared at the beginning of the period, 
was called "Some Neglected Points ill the Theory of So­
cialism" 2 it is not difficult to understand why his first book, 

1 "Introduction" to What Veblen Taught, selected writings of Thorstein 
Veblen, edited by Wesley C. Mitchell, New York, 1936. . 

a Republished in The Place 0/ Science in Modem Croilisation and Other 
Essays, selected by Leon Ardzrooni, Wesley C. Mitchell, and Walter W. 
Stewart, New York, 1919; new edition 1930. 
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published in 1899, should have the title The Theory of the 
Leisure Class. 

Veblen labored long and arduously over this book. For 
subtlety it has hardly an equal. The nature of the control of 
the pr~~toIYcaPtain! of finance over the material welfare 
of the community is worked out in terms of the canons and 
activities of the leis~~cl~~~~tl~man, and of his_apparent 
pr:9J~type-,- t~~.barl;>ariall.£p.ieftain. Veblen brought into play 
much of that curious information he had accumulated, to 
~haracterize and analyze the meaning of the jarring effect 
on modern industry of the never-ceasing strategic maneuvers 
of the modern barbarians in their .£)ntests for financial 
~em.9ny. --- '-... -.--. --. -

Veblen paid a heavy penalty for using such a technique. 
William Dean Howells lavishly praised it as a masterly 
ironic presentation of the wealthy aspiring to be English 
aristocrats, and of the contatnination of all phases of life 
by the vulgar canons of the marketplace. Since Howells was 
the dean of American letters, praise from him meant fame . 
to the recipient. Thus Veblen became known as a satirist pos­
sessed of an original style. He was not to be taken seriously 
as a student of economic affairs. That reputation Veblen 
never lived down. His subsequent works were always viewed 
in the shadow of this interpretation of T he Theory of. the 
Leisure Class, which became traditional. 

As if seeking to correct that view, Veblen published The 
Theory of Business Enterprise. Here the argument was un­
folded more bluntly, in terms of a conBict between modern 
business enterprise and the requirements of the modern 
state of the industrial arts, between the never-ending pursuit 
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for funded wealth an~ ,incr_~ caE,italization, by the pe~ 
cuniary magnates in their competitive, rapacious struggles, 
and the inordinate productivity of the comprehensive, deli­
cate machine process. 

The results are, on the one hand, depressio~ as the nor­
mal state, and, on the other, the need for business enter­
prise to assume more and more the character of contend­
ing imperialisms at home and abroad. Enduring peace, that 
is, the uninterrupted, smooth functioning of the industrial 
processes for the material welfare of the community, re­
quires emancipation from this scheme of pecuniary man­
agement, but modern business enterprise, like the leisure 
class, is animated by the institution of ownership. 

Veblen's analysis moves to its end with a discussion of 
the dose resemblance of the present "princes by the grace 
of ownership" and their canons of "pecuniary mastery and 
commercial solvency" to the older barbarian ''princes by 
the grace of God" and their canons of ''warlike mastery and 
ceremonial precedence." Thus the outwardly peaceful but 
actually warlike scheme of modern business enterprise is 
essentially an unstable, transitory stage of culture anq is 
boun~y_en~r either to return to unmit!ga,tclfe~¥sm 
aEdpt;tty _inc!ust:rr or to m~ye f~rward to ~'¥ltrial re­
p1!.~li~ ~ndJ:ht;_unhindered l!!achin~rocess. 

The outbreak of the war in 1914 caused Veblen to hurry 
his book Imperial Germany and the Industrial Reoolution. 
In one respect this was fortunate. He had less time for care­
fully planned lit!:rary· stratagems, though there were still 
enough of them to confUSe the reviewers and the govern­
ment agencies. The main argument of The T heary of the 
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Leisure Class and of T he Theory of Business Enterprise 
stands out more sharply. Here and there in the text, and 
even more in the supplementary notes, Veblen openly calls 
attention to the gruesome nature of the last chapter of 
business enterprise with its dynastic politics. 

The argument runs in terms of a comparison of Imperial 
Germany with the ostensibly democratic English-speaking 
peoples as dominant types of social organization. In the for­
mer type Veblen includes Japan; in the latter he places the 
United States, which is an outlying province of the English 
cultural scheme. 

Veblen finds little difference between these types so far 
as the welfare of the mass is concerned. The QermanJpnker, 
~e Britis_~~~tl<:man, and ~American b~in~~an 
areorothers unaer the skin. 
, Veblen's immedi~te,- explicit objective, as the title indi­
cates, is to explain why and how Germany with its dynastic 
political organization made such rapid strides in the machine 
technology as to outstrip the democratic English-speaking 
peoples from whom emanated the modern industrial process. 
The explanation lies in the logic of business enterprise. The 
machine technology began in England, but the institution 
of ownership was and continues to be the paramount insti­
tution in the English scheme of things. T~~~ growth 
and __ functi()ning of _ the technology" were in~ingly ob­
structed by the necessity of protecting the ever-augmenting 
norruniJ caiitilized values'rof the- "geritlemaruL iE:~tors." 
As Veblen had already elaborately explained m The 
Theory of Business Enterprise, advancing technology low­
ers prices and profits in nominal values, but business 501-
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veney and suca:ss depend on the maintenance and advance 
of these nominal values even though the material values 
may actually be decreasing. ,;rhis paramount necessity of 
pro~~e fun~th of the great owners amounts 
to an ever-increasing waste of the product and prospects of 
industry by a leisure class of business men, and an ever­
increasing amount of distress for the masses. 

Germany avoided this ''penalty of taking the lead" in 
modern industry under private property by virtue of its 
more recent entrance among the great powers. Relatively 

., 1\ ----
~ &om the dead hand of funded qtE..ital, her technology 
roUId develop at a faster pace than in the lands of its birth. 
However, the surplus is devoted not to the material wel­
fare of the community but to the''intangible glory of the 
reigning house: The objective of a dynastic State is insatiable 
~mini~ and eronolIli~~fe -is organized~-enh~~ fight­
ing ca~!y. Since a dynastic State must in the modern 
scheme 0 private property work through business and the 
price system, and since the principle of the price system is 
that of the leisure class---conspicuous waste of resources hu­
man and inanimate--it is only a matter of time before the 
mature English and American situation will be reached and 
the rompetitive advantage of warlike force will be dissi­
pated. 

Indeed, Germany missed her opportunity, said Veblen, 
and struck too late. But Japan, he maintained, still has a 
chance. 1£ she were wise, she would strike now, before the 
principles of business enterprise waste away her surplus of 
fighting strength. 

Yet the dynastic State, like modern business enterprise, 
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derives its strength from the machine technology and so is 
increasingly threatened by what was termed, in T he Theory 
of Business Enterprise, the alternative to feudalism for busi­
ness enterprise-the indu~!i~l republic. 

Thus Imperial Germany and the Industrial Revolution, 
seen in the light of Veblen's previous books, is revealed as 
not only a discussion of the nature and destiny of the dynas­
tic States and the western democracies, but also as a most 
elaborate discussion of modern business enterprise. Even 
the so-called contrast between business enterprise and the 
dynastic State in the discussion of Germany's prospects of 
success for world dominion seems to be a double analysis of 
modern business enterprise; on the one hand as the institu­
tion of the leisure class, and on the other as the institution 
of the dynastic State. 

The principle of the ''penalty of taking the lead," as 
Veblen used it, has far-reaching implications. Not only may 
it help to explain the sudden tremendous increase in the 
military and industrial efficiency of the Third Reich after 
a good part of its funded wealth had been canceled, but it 
might also serve to guide inquiry into the Russian experi­
ment and its fate. Russia, instead of going through what 
Marxians call bourgeois democracy, jumped from autocracy 
into communism, where theoretically the dead hand of 
ownership is not present. In its basic elements, however, the 
principle is Veblen's fundamental contrast between business 
and industry, between corpor:a..ti~I!Jin~n~e and the ;nac1iine 
te~ogy, between ownership and the requirementuJ the 

,community. A great industrial nation if freed from the re-
straint of pecuniary considerations avoids "the penalty of 
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taking the lead,» the penalty of business convulsions and 
increasing distress. 

So this new edition is presented with no change in Veblen's 
original text, except for corrections of typographical errors, 
and a few minor verbal emendations which Veblen himself 
left behind, doubtless with a firm faith that time would vin­
dicate him and create the present event. 

Columbia University 
February I9~9 

JOSEPH DORFMAN 


