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PREFACE 
The realm of scholarship knows of. few cases like that of Thorstein 

Veblen. Th,irty-five years have passed since the publication of The 
Theory of the Leisure Class, but its author still remains a figure of mys­
tery and his yiews an object of controversy. In the hope that an inquiry 
into Veblen's life history might throw some light on the meaning of his 
work, this study was undertaken. 

I am indebted for information to a host of Veblen's relations, friends, 
acquaintances, schoolmates, teachers, colleagues. Professors J .M. Clark, 
Walton Hamilton, R.M. Maciver, and Commissioner Isador Lubin 
have read various drafts of the manuscript. . 

Four men from the beginning have watched over the various stages 
of this inquiry with great care and interest.· Virgil Jordan, President of 
the National Industrial Conference Board? and Professor Rexford Guy 
Tugwell started the movements making it possible for me to devote my 
time to the work. To Professor Wesley Clair Mitchell my debts are 
many and varied. In the decade that has passe~ since he first encouraged 
me to carry through this project, the study would have expired on more 
than one occasion had it not. been for his intervention. His apparently. 
casual comments often threw into broad relief what was implied, but not 
clearly expressed, in the study. Dr. Alvin Johnson, Director of the New 
School for Social Research, was never formally my teacher, but in com­
parison with his subtle suggestions and irresponsible conversations, the 
value of the classroom fades into insignificance. 

I am also deeply indebted to Miss Elizabeth Todd, Assistant Editor 
of the Encycloptedia of the Social Sciences, who has worked over the 
whole manuscript, applying her editorial skill to make sure that the 
author's meaning, necessarily obscured at times by the close study of the 
subject, flows clearly and without undue difficulty to the reader. To my 
wife I owe a great obligation for her typing, patience, and understand­
ing under the strain that dealing with such a figure as Veblen involved. 

I owe a great debt to the New School for Social Research, which 
granted me a fourteen-month fellowship in 1930-31, to write the first 
and basic draft. In the preparation of this and subsequent drafts I have 
been dependent for guidance primarily upon Dr. Johnson and Professor 
Mitchell. · 

Columbia University, 
September, 1934. 

JosEPH DoRFMAN 
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CHAPTER I 

O
N July JO, I8S7, on a frontier farm in Wisconsin a fourth 

son was born to the Norwegian immigrants, Thomas An­
derson Veblen and Kari Bunde Veblen. He was named for . 
his mother's father, Thorstein Bunde, a man who had been 

devilled by misfortune in the old country. Thorstein Bunde had been a 
promising young farmer when litigation forced him to sell his farm, 
Bunde, in order to meet the fees of the lawyers; a tribe considered by 
rural Norwegians to be only educated tricksters. Crushed by the loss of 
his farm he died at the age of thirty-five, and Kari, then five years old, 
was left an orphan. · 

Thorstein Veblen's paternal grandfather had also fared badly. In 
1818 he had been dispossessed of his farm, Oigare, through the applica.: 
tion of one of the rights of primogeniture. Aceording to this right the : 
eldest son, or other senior nearest of kin, had the privilege of recovering 
possession of a family estate by paying its current owner a price ·sup- · 
posedly fixed by legal appraisement proceedings. But Andris Haldorson 
Oigare was paid in heavily depreciated currency instead of in the old 
silver money originally agreed upon. He fell from the status of honde 
or landowner to that of tenant and remained in that position for the 
greater part of his life. In rural Norway no worse calamity was con­
ceivable. The farm possessed a dignity even more important than its 
commercial value. The self-sufficient farmstead gave the h¢ndtJr not 
only sustenance and sometimes wealth, but also that sign of unques­
tioned social position, the place name, for it was fairly well established 
by custom that only a honde could add a place name to his ordinary 
Christian name and patronymic. 

From time immemorial the farm was rooted in the minds of rural 
Norwegians as the substantial reality, and long subjection, first to Den­
mark and later to Sweden, reinforced this deep-laid agrarian tempera­
ment. The urban population was considered a "mixed race, strange 
exotics planted in an alien soil among alien people whose ways and 
speech they despised or patro~i~ed." 1 Th~~ me~a::ts and offi~e­
holders, judges, sheriffs, and muusters, were parasitic, a~~ed With 
an ''aristocratic spirit." The farmers were forced to render military serv-

1 References are to be found on p. sas ff. 
3 
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ice, but in the army they could not obtain commissions nor could they 
use their farm names. The office-holding classes forbade the use of such 
names also to servants and clerks. "The attribute of real aristocracy that 
resided in this nomenclature," wrote Thorstein Veblen's oldest brother, 
Andrew, "went against the grain of the class people." The hrJnJer 
became sharply differentiated from what they considered the leisure 
classes, "not only in customs and language, but also in views and sym­
pathies." They considered themselves the pure Norwegians, "like the 
very soil itself." 2 For them there was no honourable profession, except 
possibly the ministry. Even this was viewed with great suspicion, and 
the rural Norwegians in the nineteenth century supported a lay evangeli­
cal movement which was bitterly fought by the hierarchy. Thus the only 
proper aim of a countryman was the ownership and tilling of a farm. 

According to Andrew Veblen the forbears of his family were "alto­
gether of the pure, native strain that had possessed and tilled the land 
since the settling and clearing of the farms that they held." 8 But 
Thomas Anderson Veblen was only the son of a tenant on the farm 
Veblen. His formal education, like that of any poor country youth, had 
consisted in attending parochial school until he was fourteen, with the 
goal of passing the confirmation test. The church made little impression 
on him, but he observed its regulations, and he served his term of mil­
itary service. Unlike most rural Norwegians he made long trips far 
away from his native valley, Valders, and had even been to Oslo and 
to Drammen. He seemed . never to become tired, angry, or excited. 
Slow, deliberate, and without fear, a man of might, poise, and balance, 
like an "unchiselled grey rock"-this was a man of unusual possibilities. 
But in a poverty-stricken country where depression was looked upon as 
normal the future of a carpenter and cabinet-maker held little promise. 

Emigration, however, was providing a way whereby ambitious sons 
of rural Norway could hope to better their condition. Thomas Ander­
son Veblen's boyhood chum and partner in carpentry, Stephen Olson, 
left for America in 1846 and became a leader in the Norwegian settle­
ment of Port \Vashington, near Milwaukee. In 1847, at a severe point 
of the depression in Norway, two copies of Johan R. Reierson's Path­
finder for Nor-l))egian Emigrants to the North American States and 
Texas appeared in Valders and convinced the community of the new 
country's possibilities. Among the thousands who left Norway that year 
were the Veblens. 

The long journey was seldom a pleasant one for the emigrant. For 
the Veblens it was especially disheartening. When they had got only 
as far as Hamburg all the passengers were left stranded by their cap­
tain, and a month passed before they were able to continue their jour-
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ney. On board the whaling-vessel whose captain had befriended them 
Thomas Anderson Veblen contracted a fever, and all the children aboard 
died in mid-voyage. Practically penniless and physically weakened; the 
couple reached Milwaukee four and a half months after leaving Dram­
men. Thomas Anderson Veblen could not afford to lose any time secur­
ing a job. In spite of his weakened condition he allowed himself only 
one night's rest. The next morning, leaving his wife behind, he walked 
the twenty-eight miles to Port Washington and immediately commenced 
work in Stephen Olson's fanning-mill factory. He sent for his wife, and 
she obtained employment as a maid with a Yankee family. Neither, 
however, had had sufficient rest to recover from the gruelling journey, 
and after two weeks they found it impossible to continue working. 

Stephen Olson and his brother made it possible for. the weakened 
couple to move to some lands the Olsons had pre-empted. It was ar- . 
ranged that Thomas Anderson Veblen should be given forty acres when 
the occupancy requirement had been met. As soon as he recovered his · 
strength, he went to work building and finishing houses while his wife 
took care of the land. But the Veblens, like other immigrants unac­
quainted with the English language and with the tactics of the specu­
lators, were forced off the claim. A Norwegian visitor, writing home 
about these claims, said that the "Yankees . . . know how to introduce 
a certain appearance of law and order into a practice which in the. nature · 
of the case is the direct opposite of law and order." 4 Thomas Anderson 
Veblen, however, worked continually at his trade and kept putting by 
his earnings until he had enough money to make a first payment on. 
some land. In 1848 his elder brother, Haldor, came from Norway to 
Wisconsin, and the following year the two of them, partly with bor­
rowed funds, acquired a pre-emption claim for 160 acres of wild forest 
land in Sheboygan County. They were forced to sell half the grant, 
however, to meet their loan, which carried an interest rate of approxi­
mately fifty percent. 

This farm of only eighty acres supported Thomas Anderson Veb­
len's family of five, his brother, his wife's mother, her husband and 
two children, but it did not satisfy his aspirations. And more important 
still, their neighbours were not Norwegians. Already they felt keenly 
the contemptuous attitude of the dominant Yankees. These New Eng­
landers, not unlike the office-holding classes at home, considered the 
Norwegians in every respect inferior to themselves. The immigrants 
were called "Norwegian Indians" or "~candihoofians," and in. the ! erri­
torial Council of Wisconsin in 1 846 1t was declared by an 1mm1grant 

" d . f from Massachusetts that the Negroes were more eservmg o a vote 
and [the] privileges of freemen" than the Norwegians.5 Only much 
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later was it admitted that "them 'ere Norwegians arc almost as white 
as we are." • 

The Vebiens wanted to be with their own kind. In near-by Manitowoc 
County, where once section was even named Valders, there was a more 

· Norwegian environment, and Stephen Olson was one of the important 
figures in the settlement. Thomas Anderson Veblen sold his farm for 
$8oo and with his family and his brother moved to ·eato township in 
Manitowoc, while his mother-in-law with her family went to Rice 
County, Minnesota. As a new farm was being wrought out of eighty 
acres of forest land, Thorstein Veblen was born. 

Thomas Anderson Veblen became a leading farmer. He introduced 
Spanish merinos into that part of the state and sent to New York for 
the first two-horse-power thresher, in spite of the objections of his wife 
and in spite .of ingrained technological traditions that had prevailed 
among Norwegians almost as long as farming. By 1860 his lands, now 
amounting to 160 acres, were worth according to the census the good 
sum of $3000. The census record of 1860 also reports that he owned 
3 horses, 5 milch cows, 2 working oxen, 4 other cattle, 18 sheep, 5 swine. 
In the preceding year he had grown 100 bushels of oats, 20 pounds of 
wool, 1 o bushels of peas, 6o bushels of potatoes, 700. pounds of butter, 
8 tons of hay, 4 bushels of grass seed, and had slaughtered animals 
worth $so~ He was still an excellent craftsman; the house he built in 
Cato is standing today. 

The scheme of things was still that of the self-sufficient farmstead 
of rural Norway. The homes of the immigrants were usually log cabins, 
shanties, or dugouts, and often fifteen or twenty persons occupied one 
little cabin. It was not uncommon that oxen occupied the same room as 
the family. The pioneer housewives made cheese, churned butter, baked 
bread, boiled soap, carded wool, spun yarn, wove doth, sewed clothes. 
Home-made food, furniture, and garments were customary. The food 
was of the simple kind upon which generation after generation of moun­
taineers and seamen had been reared. Coffee and sugar were luxuries. 
Dress was of the plainest. Thorstein Veblen as a child was not accus­
tomed to an undershirt. Woollen clothing was unknown. Overcoats 
were made Jrom sections of calfskin. As for overshoes, "it was a common 
thing to have the neighbours come and ask for a section of the hide that 
they might make a kind of leather foot covering." 1 

The women, like the men, followed the reapers and bound sheaves. 
In those Norwegian settlements it could not be said that "propriety re­
quires respectable women to abstain • • • from useful effort and to 
make • • • a show of leisure." 8 These women were a striking contrast 
to the typical American woman, of whom the Norwegians said, "all she 
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does is to dress herself, attend church, and take care of her nerves." 

The simple agrarian life of the rural Norwegians was part of an un­
broken tradition of hundreds of years, whereas the American farmers 
were foot-loose and shifted easily from "Country to town, interested. pri­
marily in the speculative value of land rather than in the farm as ;t 

means of livelihood. The near-by towns, such as Clark's Mills, were set..; 
tied by Yankees engaged in exploitation of the country rather than in 
industry. To these townsmen the rural Norwegians transferred their 
age-long animosity against the urban classes of Norway. They could see 
a visible relation between their own productive efforts on the soil and 
the results in produce, but no such relation between effort and product 
was apparent in the pecuniary activities of the townsmen. They con­
cluded that "the Yankee is simply a financial and political boomer who 
is too shrewd and unscrupulous to be depended upon." 9 

This situation was ground into the very substance of Thorstein Veb­
len's thinking. The Scandinavian immigrants "settled over [the North 
Middle Region] ..• as tillers of the soil, while the 'American popu­
lation of the East at the same time scattered over the same region in · 
the towns; with the result that the foreign immigrants did the · ~ork , 
necessary to the reclamation of this stretch of fertile land, and the 
native-born in the towns did the bus~ness. This business was prevailingly 
of a prehensile character, being carried on by men well at home in the,· 
common law of the land and directed at getting something for nothing 
at the expense of the foreign immigrants who were unfamiliar ·with the · 
common law. Being, in the view of their masters, aliens in the land, the 
foreign immigrants were felt to have no claim to consideration beyond 
what the laws that they did not know would formally secure to them in 
case matters were brought to the legal test. The presumption in the 
mind of honest businessmen at all points was on the side of their own 
pecuniary advantage, leaving any doubts to be settled by eventuallitiga- . 
tion that might be brought by the foreign immigrants-:-who could with 
great uniformity be relied on most meticulously to avoid all litigation 
under a system of law with which they had no acquaintance, before 
local magistrates (businessmen) whom they had no reason to. trust, in a 
language which they did not understand." 10 

In consequence the cultural isolation of the Norwegians was intensi­
fied to an extent never surpassed in any large immigrant group in this 
country. They seldom met the Yankees except for the necessary busi­
ness relations or during political conventions. The "instinct for preserv­
ing and guarding their heritage grew strong and articulate." They held 
fast to the languao-e and literature of their forefathers. Even their 
thoughts were "ro~ed in the older civilisation in a vast body of cus-

a 
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toms and practices and beliefs." Their music, the arrangement of their 
houses, their needlework and cooking, all their cultural interests, "bore 
the stamp of the little country across the seas." If a successful farmer 
wanted a rest, back to Norway he went and flaunted his new-found 
power in the face of his former oppressors, the office-holding classes, 
to whom America was a barbarous nation, for "just think, a rail-splitter 
being president, and a tailor vice-president." The sentiment of the im­
migrants was well expressed by the opening of an immigrant song: 
"Farewell, Norway, and God bless thee. Stern and severe wert thou 
always, but as a mother I honour thee, even ·though thou skimped my 
bread." 11 Norwegian politicians fed this growing clannishness, and the 
pastors, preaching in Norwegian, baptising in Norwegian, intensified 
the national sentiment. In this process of alienating themselves from 
the "gentiles," religion was a significant influence. In the early days the 
austere simplicity of the evangelical churches had prevailed, but with 
the growth of wealth and national sentiment the ritual and parapher­
nalia of the powerful Norwegian ecclesiastical organisation were taken 
over, and the pastors, some of them imported from Norway, increased 
in power and prestige. The organiser of the first synod, considering no 
daughter of an immigrant a worthy mate, journeyed to Norway to 
marry ari aristocratic lady. The Lutheranism of the immigrants did not, 
however, prevent them from preserving some of their ancient pagan 
ceremonies, such as the sacrifice of the fire two weeks after Christmas. 
The pagan nature refused to bend too much to authority, and bitter 
theological warfare resulted. 

On all this Thomas Anderson Veblen looked with distaste. As far as 
possible he avoided any entanglement in community affairs. His coun­
trymen urged him to become treasurer of the loc.al school board so that 
"the Norwegians could run things" instead of the Irishmen of Catholic 
faith, abhorred by all good Lutherans. But he was not- disposed to allow 
one group interest to use him against another. His scepticism and simple 
honesty saw through most of their subterfuges. Some of his neighbours 
escaped conscription during the Civil War by instituting proceedings 
to prove that their names in the draft list, which were what English­
speaking land officials had made of the foreign names, were not their 
legal names in Norway. It was suggested to Thomas Anderson Veblen 
that he might ''beat the draft" by this procedure but "he scorned the 
suggestion as unworthy, because there was no question of who was 
meant." But his cultural consciousness was so strong that he brought into 
the family a retired Norwegian official to tutor the older children in 
Norwegian grammar and literature. As Karl Thorsteinsdatter worked, 
Andrew, the oldest child, would often read to her from Snorri's 
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Heimskringla (History of the Norwegian Kings). It was even planned 
that Andrew should a~tend the intensely Norwegian Luther College. 

The reassertion of the farm name was a significant sign of the cul­
tural consciousness that developed in the Norwegian group. Hereto­
fore the immigrants had not troubled about the farm names, but had 
allowed their Christian and patronymic names to be used on legal rec­
ords, such as land entries. In the Wisconsin census records the name of 
Thorstein Veblen's father was Thomas Anderson. But as the empty­
handed immigrants became independent landowners, "their slumbering 
sense of the historic fitness of things awoke, and so many of them 
adopted the name of the place they had come from." 12 They began to 
trace their genealogies through the lands their families had held in 
Norway and to boastof the length of time, in some cases hundreds of 
years, that they had been in possession. Thomas ·Anderson Veblen had 
already become incensed by the way Y ank:ee district-school teachers were 
tampering with the children's names to make them conform to English 
usage. This "name robbery" made it impossible to show to '~what peo­
ple anyone belonged." In 1864 he intended to go into court and have 
his name made legally Veblen, this to be added to Thomas Anderson. 

But circumstances made this action unnecessary. Once more he de­
cided to move. He had become dissatisfied with the rocky and barren 
farm. In 1864 he and his wife visited his mother-in-law in Rice County, 
and after seeing the prairie lands of Minnesota, despite the fact that only 
the previous year Norwegians had been victims of the Sioux outbreak, he 
could not rest content until he had sold his Cato farm. To the mother 
with seven children, from an infant in arms to sixteen-year-old Andrew, 
this· meant the breaking up of an established home and accustomed rela­
tions and the repetition of many of the harsh experiences of pioneer 
life. Thomas Anderson Veblen, however, felt that it was best for the 
children. As he drove with Andrew to the railroad, on the day he made 
the journey to complete his purchase of land, he talked a good deal 
about his son's future and his desire that the boy should have the advan­
tage that he had lacked, an "education." At the local bookstore he 
bought some Latin books for the aspiring classical scholar. But in par­
ticular he talked to his son of the name question. Now it could be prop­
erly adjusted, and he was determined that the beginning should be 
right. In purchasing the land he especially insisted that the deed be 
made out in the name of Thomas Anderson Veblen. 

In 1865, when Thorstein Veblen was a child of eight, the entire 
family moved to Wheeling township in the n~ighbo:u-?ood of what is 
now Nerstrand. Of the 290 acres 200 were wild pratne land, and the. 
land hunger of the rural Norwegian was finally appeased. Thomas 
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Veblen had none of the acquisitiveness of the average American pioneer 
farmer who seized for its speculative value as much of the land as he 
could hold possession of and thereby made rural life dreary and iso­
lated. \Vhile Thorstein Veblen was growing to maturity, his father was 
content to cultivate his 290 acres. 

As in Cato, Thomas Veblen became a leading farmer, although he 
knew no English. Traditional methods never meant much to him. He 
was a successful bee keeper and was the first in the section to install 
drains, to plant an orchard, and to buy a "platform binder'' or "har­
vester." He did all the work of building the dwellings and barns, even 
hewing the square timber, and he learned something of stone masonry 

, in order to build the basements. 
The scheme of life continued to be the same as in the Wisconsin 

settlements. It was still a self-sufficient economy. Heavy trading in wheat 
. and hogs was unheard of. Women drove the reapers. As late as the 
seventies the Veblen house remained primitive, according to the account 
given by a town youth, a "one-story or one-and-a-half-story house like 
many of the farm houses of that time, with access to the second story 
or attic by means of a ladder through a trap door." The surrounding 
towns such as Faribault and Northfield were promoted and inhabited 
by Yankees of the customary evangelical Calvinist Congregational faith. 
Theleading Northfield banker, whom some might think of "as a cold, 
calculating man of money ••• wept for joy" at revival meetings when 
a "rough bum" was converted.18 Even in physical appearance the towns 
reminded one of New England. · 

Meanwhile the little Norways were becoming so nationalistic that 
a Swedish visitor addressing Norwegians as countrymen or fellow­
Scandinavians was greeted with: "You may not say 'countrymen.' . . • 
We are Norwegian-nothing else." 14 In 1866 the Norwegian synod 
at Manitowoc resolved that the congregations should· establish parochial 
schools so that the children need not be sent to the public schools. They 
''could not expect that their Norwegian culture would be transmitted 
through the public schools, for the culture of the American school is 
mainly that of New England," with its "dogmatic Calvinistic theology." 
If any Norwegian intellectual dared to attack this move, as did Hjalmar 
Boyesen, he soon felt the wrath of the priesthood and found himself 
outside the pale. 

This nationalism in education was not completely achieved in the 
Veblen settlement, where the sessions of the parochial school, which was 
called the "Norwegian school," were held between the regular periods 
of the district or "English school." Circumstances, however, worked 
toward much the same effect. The teachers in the public schools, partly 
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as a result of the political solidarity in the settlements, were often Nor­
wegians who were themselves equipped with only a rudimentary 
district-school education. They might insist that English be spoket1. in 
school, but the children spoke Norwegian while they played and often 
even in the classroom. In the Veblen settlement the parochial school led 
a precarious existence, for the children's labour was needed on the farm, 
but the public school suffered still more. What little English it could 
teach was dissipated by the speech at home and in the neighbourhood, 
which was "a compact mass of Norwegians." Kari Thorsteinsdatter 
knew English, but she used it so seldom that the children, while in the 
settlement, never suspected her knowledge. Thus the Norwegian chil­
dren "spoke the language of their fathers better than they did that of 
the land of their. adoption." "Not until the third generation," said a 
settler in near-by Goodhue County, "do we find English used in prefer­
ence to the Norwegian." Second-generation children like Thorstein 
Veblen did not learn much of the alien tongue while in the settlement 
and were not touched by the alien culture. "With the best that America 
might have offered them they had no contact. It was entirely unknown 
to them." 15 The cultural cleavage had b~come so great that a second­
generation Lutheran asserted that there was a racial distinction between 
Lutherans and Calvinists as well as between Protestants and Catholi~. 

The Veblen settlement "was more conservative than the majority of 
the settlements" and "the people it seems took naturally to authoritY 
and followed their leaders," particularly the pastor. Thomas Veblen 
continued to mind his own affairs. He took no part in the ceaseless 
theological warfare in the settlements, but he retained membership in 
the most respectable synod arid saw to it that the children observed the 
customary programme of a Lutheran child: baptism, parochial school, 
and confirmation. He came to be viewed not only as a leading farmer 
but as a man of fine intelligence and was respected by his children, the 
settlement, and even casual acquaintances. 

Thomas Veblen was taciturn, but Kari Thorsteinsdatter was a high­
spirited individual, "warmly and electrically religious." _Like a sturdy, 
dominant woman of the sagas, she was counsellor, adv1ser, and often 
physician and surgeon in the community. Her home was open to new­
comers, and her help was often sought by the many rel~tives who were 
bruised in the struggle for existence. She knew the solutiOn to her prob­
lems without the necessity of reasoning. Thomas Veblen might take 
days weeks often years, in arriving at an answer to a problem, but 
Kari' with a'"brain that was the fastest machine God ever made," solved 

' it "in a fraction of a second." "It was from her," wrote a brother, "that 
Thorstein got his personality and brains." · 

' ' 
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Thorstein Veblen, the sixth child of twelve, was his mother's favour· 
ite, partly because he was named after her unfortunate father and partly 
because he was her "oddest" child. He worried her by mischievousness 
and "queer antics," such as refusing at first to attend school, but this 
seems only to have increased her affections. He once said his mother 
thought he was the right kind of son. 

Much as Thorstein Veblen admired his father's intellectual qualities 
and pondered his sceptical comments on the social order and its leisure 
class, he never ceased feeling that his father was distant and somewhat 
cold. In the settlement he often wondered whether his father would 
recognise him if they should meet one another off the farm. Like any 
other child "in the early stages of his growth," he had need of "friendly 
human contact" and thus he long remained in that period in which "the 
child habitually seeks contact with its mother at every turn of its daily 
life." From her and from the other women he absorbed the folklore 
of his people. 

Other children in the family and the neighbours did not have a very 
high opinion of Thorstein Veblen. On his first Sunday in Minnesota 
he was engaged in a fist fight. From then on he fought and bullied the 
boys, teased the girls, pestered the old people with stinging sarcasm 
and nicknames of such originality that they stuck through all the years. 
He not only obtained the easiest tasks but he devised ways whereby the 
other children did his work. In taking provisions to the workmen at the 
second farm two miles away, he used the family dog, "Passup," as a 
transportation vehicle both for himself and the food. But he often neg­
lected even this simple task. It was not uncommon to find him in the 
attic sleeping or reading back copies of Norwegian newspapers, and the 
almanacs and "premiums" which came with them, when he should have 
been working on the farm. But farm tasks were not irksome to him 
when he could operate machinery, and he drove the harvester when it 
was first introduced. He had a highly developed sense of economy of 
effort; one of the men on the farm commented once that he had never 
seen such a lazy-looking person who performed his job with so few 
motions. 

Despite its general dislike of Veblen the settlement was forced to 
admit that this "queer'' youth was brilliant. At confirmation he proved 
more than a match for the examiner on the hair-splitting Lutheran 
church history and doctrine. He was expert in settling the never-ceasing 
disputes over the meaning of Norse terms which agitated the emigrants 
from the various rural sections of Norway, with their different dialects. 
A younger brother remarked: "From my earliest recollection I thought 
he knew everything. I could ask him any question and he would tell me 
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all about it in great detail. I have found that a good deal he told me 
was made of whole cloth, but even his lies were good." · 

Scepticism came early to Veblen. Many a Norwegian youth had been 
killed fighting for the North during the Civil War, and in the Sioux out­
break of I862 and I863 Norwegians had been victims, but Veblen de­
fended the Confederacy and the Indians. He held his tongue~ however, 
about the all-powerful Lutheran church. He cared little for the rite of 
confirmation but he endured it. 

It is impossible to say what would have happened to him if he had 
continued to live in the agrarian settlement. The only apparent future 
for him there was as farmer or minister. But Andrew Veblen took a 
direction which was to have important consequ~nces for his younger 
brother. Andrew had given up the idea of entering Luther College, 
where religion was "the core of the whole curriculum." He detested 
its intense theological bias. In I 8 7 I, at the age of twenty-three, he en­
tered the ·Faribault High School. He was able to stay only a term, but 
he was determined eventually to enter an American college. His in­
structors suggested that he investigate Carleton College, in near-by 
Northfield, which had a preparatory division. He went to Northfiel~, 
met the president, and decided to enter the school-orie of eighty stu­
dents. It was not long before he began urging all the children to become 
students and follow academic pursuits. He became a "rabid crank" 
on education, much to the irritation of some of his brothers and sisters. 
But he influenced Thomas Veblen, who wanted his children to be a 
credit to his ancestors and his nation. The father's deepest ambition was 
to give the children an education instead of exploiting them as was 
the customary practice in all pioneering settlements. The neighbours 
berated him for allowing his children to enter the higher institutions 
of the native Americans. A farmer's son should have a higher education 
only for the purpose of entering the ministry, and he should attend 
only Lutheran schools. The Veblens were accused of putting on airs. 
But Thomas Veblen had no doubts about what course to follow. In 
I 874, when he found that the preachers considered Thorstein a suitable 
candidate for the Lutheran ministry, he decided that the boy, along with 
his sister Emily, should enter Carleton College Academy. Thorstein 
was not consulted as to his wishes. He was summoned from the field by 
one of his father's workmen and placed in the family buggy with his 
baggage already packed. He first learned that he was to enter Carle­
ton when he actually arrived at the school. 

For seventeen years Thorstein Veblen had lived the self-enclosed life 
of the traditionally agrarian-minded settlement. Now he was entering 
the life of the alien culture. 



CHAPTER II 

HEN Veblen left the settlement, a wave of bitterness 
against the business interests was sweeping over the 
entire agrarian West. This hostility continued during 
his six years at Carleton. In the wake of the psy­

chologically disintegrating effects of the Civil War the money economy 
was bringing its tragic consequences. The simple scheme of self-sufficient 
farming was being crushed by a series of revolutionary technological 
processes which made the period the most remarkable ever seen in 
wheat growing. . 

The La Croix purifier, which along with the roller process caused a 
complete change in flour production, was first set up in I 868 at Fari­
bault. Spring wheat became favoured over winter wheat; the western 
prairies became a one-crop country; wheat production increased tre­
mendously. Agricultural prices soon began a long period of decline, 
but mortgage charges had to be met in the original nominal values. 
The aftermath of the panic of I 873 and the grasshopper plagues wrought 
havoc with the farmer's living. In the plague-infested areas the summary 
remedies of mortgage holders often stripped "a helpless family of the 
last defence against impending starvation." Agricultural machinery 
agents ruthlessly enforced their inexorable rights of forfeiture. Gov­
ernor Pillsbury declared a day of prayer and issued a proclamation 
appealing "for divine mercy for sins" and "for the intervention of the 
only hand which could stay the pestilence." 1 

The farmers, however, blamed their troubles on the middlemen, from 
the country-store trader and banker to the railroad company. They com­
plained that they were charged usurious rates of interest, that they were 
compelled to sell their wheat in a market controlled by the Minneapolis 
Millers Association, that the "brass kettle" which was used for measur­
ing grades was so manipulated by the members that three different 
grades could be produced from the same bushel of wheat. The millers 
were taking advantage of the farmers as they had taken advantage of 
the inventor, La Croix, an educated Frenchman who was unaccustomed 
to business ways and who, according to legend, died in 1874 of a broken 
heart, having been treated "most shabbily by the organised millers" as 
well as by those who pirated his process.2 

The railroad companies, which dominated the business situation, were 
14 
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condemned as the greatest sinners. It was the day of promoters, of men 
who at the "expense of the people" played with railroads under the 
guidance of 

"The good old rule, the simple pia~ 
That they shall take who have the might 
And they shall keep who can." 

\V estern promoters followed Eastern promoters in carrying out the 
ideals, attributed to Vanderbilt, of charging "all the traffic can bear" and. 
"the public be damned." · 

In the courts of Minnesota the former receiver of the St. Paul and 
Pacific Railway, in pursuance of a supposed agreement, was seeking a 
share of the profits made by James J. Hill and a group of Canadian 
associates when they reorganised the company into the St. Paul, Min~ 
nesota and Manitoba Company. According to the court hearings prac~ 
tically the only funds supplied by the promoters were those needed for 
printing the secUrities; the bulk of which went to Hill and his ~ 
sociates.1 · 

The Minnesota State Legislature was pressed at every session to pay 
defaulted railroad securities which had been issued under state auspices 
as the "Five Million Dollar Loan," even though investigation had con­
vinced the people that these securities were "swindling bonds." Justice 
Field, speaking for the Supreme Court, declared that ''the state is bound 
by every consideration of honour and good faith to pay them." ' Local 
communities went heavily into debt in guaranteeing and purchasing 
railroad securities; farmers lost their property which had been mortgaged 
to buy stock in proposed railways for moving their products. In spite 
of huge grants, estimated in 1873 by the Minnesota railroad commis­
sioner to be sufficient to have built all the railroads of the state, freight 
rates were high and tending to advance. Even respectable state officials 
joined with the farmers in denouncing "the c;ontinued extortions and 
discriminations of the railroad companies, controlled by absentee own­
ers." Governor Austin declared that it was "time to take these robber 
corporations by the scruff of the neck and shake them over hell." 5 

Against these "sinister'' interests the farmers had begun a political 
crusade. The Patrons of Husbandry, or the Grange, first firmly estab­
lished in Minnesota in 1869, became a power in the politics of the West. 
In 1873 the quixotic Minnesotan, Ignati~ Donnelly, whose forensic 
abilities were unequalled, was chosen chief lecturer of the Grange. 
"Wherever amid the fullness of the earth a human stomach goes empty, 
or a human brain remains darkened in ignorance," he said, "there is 
wrong and crime an~ fraud somewhere." The battle of the age was on: 
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"Could the ordinary man retain his economic independence, or must he 
become the wage slave of the possessor of great wealth?" After Don· 
nelly's lecture at Faribault "fiery" resolutions were endorsed as "the 
true ringing declaration of a determined class of men to change the 
order of railroad government and extortion." At another meeting an 
Anti·Monopoly Party was started. "'\Ve can't look for a remedy in the 
Republican Party," said Donnelly, for "its brains and its pocketbook 
are in New England." Most of the farmers were good protectionists, 
but Donnelly impressed them with the statement that the protective 
tariff not only allowed Eastern manufacturers to charge unjust prices 
for the farmer's necessities, but further paralysed him by making it 
difficult for foreign countries to pay for American wheat. 

In 1876 the resumption of full specie pay~ents for greenbacks was 
set for 1879. The farmers as well as other interests, with debts con­
tracted in a greatly depreciated currency, were up in arms. Donnelly, as 
temporary chairman of the National Greenback Convention, called for 
a "party in whose judgment and in whose heart the poorest man who 
toils in the mines of Pennsylvania or in the mills of New England will 
outweigh in consequence and importance Jay Gould or Cornelius Vander· 
hilt." • In 1878 Donnelly, nominated for Congress by Greenbackers, 
Democrats, and a council of workingmen of St. Paul, waged a highly 
exciting "swindling brass-kettle campaign"; he kept the state in an up· 
roar by contesting the seat for two years on grounds of fraud and 
bribery. . 

This state of affairs was a part of Veblen's living experience. Like 
other farmers Thomas Veblen was burdened with indebtedness and was 
suffering from the widespread depression. In 1879, according to the 
census figures, the gross income from the Veblen farms was $1200. A 
family of growing children added to his cares. The family was deeply 
interested in the speeches of Donnelly and other spokesmen for the 
farmers; it was much impressed by the statement of the intellectual 
leader, Doctor Pentz, that the living of the middleman was a tax paid 
by themselves. Across the national scene blazed the railroad strike of 
1877, which was the greatest labour disturbance on record and almost 
amounted to a civil war. An American reign of terror lasted for a fo~­
night, and troops were dispatched and proclamations issued. A new era 
was dawning in American life. 

It was not an easy task for Thomas Veblen to maintain the children 
at college, but he devised ways of keeping down expenses. He went to 
town, bought some lumber and a lot adjoining the college campus, and 
with the assistance of another carpenter built a house within a week. 
Provisions were brought in from the farm. Sufficient clothing for every· 
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day wear, substantial food, the needed books and tuition, took all the 
money. Luxuries were unknown to the Veblens. 

Such a simple life had been satisfactory in the settlement, but for 
the college social functions money was required. The Veblens could only 
resolutely forget the things they could not have. In this community 
their manners seemed rural, and according to a schoolmate their back­
ground in the "Norwegian customs and _language" was still apparent. 
The college faculty and the people of the town might not show any 
discernible difference in their treatment of the Veblens, but the Veblens· 
themselves felt a distinction. Andrew and Thorstein each won the 
Atkins prize of $80 for the best college entrance examination, but 
Andrew, who for a term taught a class in algebra, complained that many 
of the social honours and privileges which should have been open to 
him were withheld. Andrew Veblen was somewhat aggressive and de­
termined to show that he was as good an American as any, but Thorstein 
was highly sensitive. He even preferred to seem unable to answer ques­
tions in class rather than betray the fact that he did not have sufficient 
command of the adopted language to express himself well. 

"Carleton College was conceived and organised," wrote Andrew Veb­
len, "on the Dartmouth-Amherst New England tradition by Yankees, 
led by the clergy." It was originally established on a precarious footing 
in 1867 as Northfield College. But Congregational college presidents 
pleaded that the establishment of· college endo~ments was the noblest 
monument "any man can rear to his own memory," since it satisfied the 
"nature which God has given us, to desire the good will and loving 
esteem of the men of our ••• generation.~'' In the year Andrew Veblen 
entered the school its aggressive president, the Reverend James W. 
Strong, persuaded a Congregat~onal merchant from Massachusetts, Wil­
liam Carleton, to give the institution $25,000, and the name was changed. 

·Carleton College was "thoroughly Christian, and distinctly and ear­
nestly evangelical." Such colleges as Carleton were "the training schools 
of the men who must be depended upon to carry on this home missionary 
work." 8 Local church service was compulsory, with monitors in at­
tendance. In the settlement it had been customary after the Sunday 
service to go riding and visiting, but at Carleton such activities were con­
sidered deadly sins. "Intemperance, profanity, the use of tobacco in any 
form," were forbidden, as was also "all Sabbath and evening association 
between the sexes, except by special permission." 9 One of the trustees 
declared: "This Christian college is ever our ally, a.S we seek to combat 
the superficial scepticism, or coarse but taking. infid:lity, or ~gar vice. 
• • • It aims • • . to penetrate the popular mmd w1th the saVlng truths 
of religion and science, as in their impressive agreement they shall be 
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set forth by its teachers. In it, therefore, 1\ioses comes before Socrates, 
David before Homer, Paul before Plato, and Jesus Christ is acknowl­
edged Lord of all." 

The faculty, mostly clerical, were devout New England Congrega­
tionalists. An instructor was considered capable of teaching any subject 
as long as "the light of a godly example" was shown in his life and 
work.10 One reverend gentleman, whose "consuming aspiration was to 
attain unto Jesus Christ," taught cqemistry, physics, and mineralogy 
for ten years and then philosophy and biblical literature.11 "The spirit 
of God immanent in all His works," was the "fundamental creed'' of the 
professor of astronomy and mathematics, and he opened every class 
session with a prayer.12 . 

Carleton aimed "at the standard of scholarship maintained by the best 
New England colleges." 18 This meant that the classics, religion, and 
moral philosophy were stressed. Biology was unknown. There was only 
a limited amount of textbook botany and zoology. "Natural science" 
was slighted even more. The college possessed an observatory, but it 
was conducted as an object of curiosity. "It is ••. a pleasure to say," 
stated the catalogue, "that visitors from home and abroad, have uni­
formly been admitted at any time, which is contrary to the practice of 
other observatories pursuing regular work." u The library was stocked 
with theological works, and a fire in 1879 destroyed most of the books 
that were not rubbish. English literature was sketchily taught during one 
quarter of the senior year, and American history was unknown. 

In view of the heavy teaching schedules and the intellectual quality 
of the instructors, the teaching of the classics could hardly have been 
adequate. There was, in fact, scarcely any appreciation of the classical 
civilisations. A high standard of scholarship could not be expected, how­
ever, in the light of a comment made by the president of the near-by 
Congregational institution, Illinois College: "We think there can be 
little danger, that a people so calculating, so intensely money-loving and 
money-getting as we are, will withdraw more than a reasonable share of 
their capital from active business for the erection of .• • • edifices • • • 
devoted to education." 15 

The really important courses were those in so-called moral and in­
tellectual philosophy, including the "Evidences of Christianity." Philos­
ophy was an applied science, having relations with morals, politics, and 
theology, and was usually taught by the president. It stood apart from 
all the other courses since it contained the principles which fitted the stu­
dent to command himself and command success. The clerical rulers of 
the colleges had use only for a philosophy which could be authoritltively 
taught and on which students could easily recite. It must cast no doubts 
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upon the literal . interpretation of the Bible and the allied system of 
New England morals. The Scottish Common Sense Philosophy, founded 
by Tho.mas Reid, eminently suited their purpose. Reid was the rep­
resentativ; of Presbyterian Scotland in its quest for a speculative philos­
ophy wh1ch would justify as immutable and eternal the prevailing 
common-sense beliefs against Hume's scepticism. The prevailing doctrine 
of Locke-that all knowledge is derived from our experience of par­
ticular facts, sensations-had been drivert by Hume to the conclusion 
that all so-called fundamental truths, whether of the material universe,, 
religion, or morality, are simply impressions and ideas associated by 
custom. They are expectations developed in individuals by experience, 
that is, by habit, and although of great practical usefulness they cannot 
be rationally established. The existence of fundamental truths assumes 
the rationality of the causal principle, which Hume denied because it re­
quires the connecting of two concepts-an event and an antecedent cause 
-between which no necessary connexion of any kind can be detected in 
the mind. Reid appealed to the common sense of mankind for justifica­
tion of fundamental truths. They are "principles which the constitution 
of our nature leads us to believe, and which we are under a necessity to 
take for granted in the common concerns of life, without being able to 
give a reason for them." They are "self-evident truths" and "anything 
manifestly contrary to them is what we call absurd." 16 

During Veblen's college years the thinker of most authority among 
American philosophers was the last great spokesman of the. Common 
Sense Philosophy, Sir William Hamilton. He held that since sense 
knowledge is only finite and relative, knowledge is possible only on 
conditions which compel belief in an Unconditioned Reality which lies 
beyond. There must be an unconditioned being on whom mankiri.d can 
depend for preservation, and· this being must be unknown since other­
wise he would be conditioned. "A learned ignorance" is the consumma­
tion of know ledge, and the "last and highest consecration of all true 
religion, must be an altar-to the unknown and unknowable God." 
Hence his disciple H.L. Mansel deduced that what is now understandable 
in revelation must be believed. The dogmas of eternal punishment and 
atonement, even though they conflict with human ideas of love and 
justice, must be accepted, for what appe~ to mere man as love and 
justice may appear to God as something d1fferent.17 By. such means the · 
existing institutional order, whi~h i~cluded the do~ma~1c th~?logy, was 
also made the divine order. Th1s philosophy prevailed m ,almost all the 
American colleges, and the student of Hamilton, President James Mc­
Cosh of Princeton was considered "the American philosopher." 

"The criterion ~f • . • reality is the clear testimony of consciousness," 
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said Laurens Hickok, whose works had been taught to the Carleton prcr 
fessor of philosophy. Any discussion of alien cultures or of the past, if 
offered at all, should be only a preliminary, to show that unchanging 
common sense is the unquestioned and necessary beginning of all think· 
ing, and to rule out as not properly belonging to mankind those who do 
not possess this common sense. Thus Hickok's textbook, Empirical Psy· 
enology, began with a chapter on "Anthropology" before it proceeded 
to "Empirical Psychology'' proper, and the chapter concluded: "Our 
short study of anthropological distinctions shows clearly that humanity, 
though having intrinsic differences, is yet in the common conviction a 
separate whole, and has a common experience which, while it in­
cludes all men, embraces mankind only. This ~ommon experience holds 
all that is peculiar to man, and excludes all that is not in some way com· 
mon. • • • It thus holds all that it is necessary to be known, in order 
that we may know what is in man. If then the 'proper study of mankind 
is man,' the way for man to know himself and his fellows is carefully and 
thoroughly to study his and their common experience." The common 
sense "may be attained in various ways; from the languages, laws, man· 
ners and customs, proverbial sayings, literature, and history of the race." 
What happens if one has a common sense that does not coincide with 
the general consciousness? "If any man allege a consciousness different 
from that of mankind in general, this can be no matter of any further 
concern to us," said Hickok, "for if it were true, it would only prove 
that he ·was alterum genus, and that any facts which were peculiar to 
him would be of no account in a system which embraces those only of 
our common humanity." 18 

Since the fundamental principle of common sense is that the original 
pronouncements of consciousness must be accepted as true, there is an 
opposition between the individual consciousness and the external world 
whose reality is attested by consciousness; that is, an antithesis between 
self and not-self. Therefore the social order, being real, is a part of the 
natural order of circumstances, and the natural end of man, like that of 
a businessman, is to take advantage of circumstances. Man is essentially 
the puppet of circumstances which impress their influence upon him by 
way of pleasure and pain. Thus the "self-regarding" passions, according 
to the Reverend Joseph Haven's textbook used at Carleton in the course 
on Intellectual Philosophy, are the "motive power'' to action. The basic 
desire, if not the all-inclusive one, is the "desire for happiness" or "self­
love," which has its "foundation in the constitution of the mind, and 
which is characteristic of reason and intelligence." The greatest pleasure 
of man is the pleasure of the ability to exert power, that is, to "control 
the actions of his fellow man and bend the will of others to his own." 
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This desire for power may express itself in the form of the "desire for 
superiority," otherwise known as "the principle of emulation." Today 
such superiority is attainable principally by the ''possession of wealth." 
"This, as the world goes, is the key that unlocks, the sceptre that con­
trols, all things .••• No wonder that. he who· desires power, should 
desire that which is one of the chief avenues and means to the attainment 
of power, and that what is valued, at first, rather as a~ instrument than 
as an end, should presently come to be regarded and valued for its own 
sake." . : · , 

Thus in the textbook on Moral Philosophy the general consciousness· 
reveals "that the desire to possess, to appropriate, lies among the native 
and implanted principles of the mind.'? "Man has not only the right to 
life and liberty, but also to property, or the possession and enjoyment · 
of whatever he may, by his own industry or good fortune, or the gift 
of others, have honestly acquired. • • • It is the labour expended in 
originally acquiring, or subsequently improving, any object of possession, 
that constitutes the right of property in the same." Should it be objected 
that "we possess many things which we call property, on which we have 
not bestowed labour-many values which we have not ourselves created, 
as, for example, property inherited or bequeathed, I reply, these values 
were originally created by labour; they became the property of the 
original owner in that way; and the right of possession has been con­
ferred by him on the present possessor." Therefore the .rich man "has 
that only which he has acquired by his own toil·and economy, or which 
has rightfully descended to him, from those who in the first instance 
acquired it in this ma~er. He has a claim and a right to all that he 
calls his." 19 

Man has an ethical right to his property "irrespective of all civil 
legislation." Any denial of this "natural right," whether in real estate or 
any form of capital, must result "in reducing to a minimum all the 
motives to production." 20 As· Francis Lieber put it, man's "goodness, 
his greatness, his activity, his energy and industry-everything good and 
characteristic of him as a man is connected with the idea of individual 

Property ••• the 'nourisher of mankind, incentive of industry, and 
ks . . f "th cement of human society.'" He as us to rmagme or a moment e 

idea of property erased from the human mind. ''What a state! Nothing 
but brute force to support each . single individual-a pack of hungry 
wolves." 21 Even the pursuit of knowledge was looked upon from the 
self-regarding point of view. "We ••• get knowledge" in order to 
"get wealth." 22 

• 

Property was established by God for th~ go?d of man. }:hts was the 
"final cause" and the axiom of final cause 1s htgher than the category 

., 
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of efficient or blind causative force"; therefore the efficient causes must 
be so presented as to portray the "obviously intended beneficent result" 
of the "pre-established harmony." Disturbances cannot be construed to 
cast doubt on this basic harmony. Thus, according to McCosh, "a new 
machine • • • throws a labourer • • • out of work," but such "secondary · 
effects" may be described as "Incidentals" or '~Accidents" since "they 
were not intended." za " · 

The philosophy course included a branch in a:sthetics, or the "science 
of beauty." Its texts were written by common-sense philosophers such as 
Bascom, whose book was used at Carleton, fUld the material was bor­
rowed from English works such as ,Archibald Alison on "Taste." The 
purpose of the course was to refine the feelings, to promote apprecia­
tion of aristocratic tastes of leisure. Leisure,. the cessation of work, was 
the great end of the acquisition of wealth. Without "accumulated prop­
erty," said Lieber, there can be no leisure to engage in "earnest and 
persevering pursuit of knowledge." 24 A Southern scholar, Jacob Car­
dozo, thought in the same terms. Writing in X 867 of the pre-war Charles­
ton society of planters and men of commerce, he said that "hospitalities 
never sit so gracefully as when dispensed by the man of leisure, who 
embellishes his retreat by the social virtues-and by the liberal culture 
of literature and arts." When some of the planters, after the reverses 
of the Civil War, were forced to drive carts and serve as grocery clerks 
under the supervision of '.'an ignorant and coarse menial," Cardozo 
exclaimed: "There is something unnatural in this reverse of position­
something revolting to our sense of propriety in this social degrada­
tion." 25 

Economics, of course, was taught as an integ~al part of the common­
sense philosophy. The textbooks used were written for the most part by 
the same theological authors as the textbooks on intellectual and moral 
philosophy. At Carleton the students used the most popular text in 
America, that of Bishop Francis Wayland as revised by the Reverend 
A. L. Chapin, president of the Congregational College at Beloit. Way­
land had written the book in 1837, but Chapin in 1878 said that since the 
"elementary principles have become more or less familiar and appre­
hended by all ••• scarcely any changes have been made in the opinions 
presented." The result of his work was merely that the "arrangement 
and the form of statement have been quite generally recast." The 
"higher principles of Political Economy" are "general maxims" which, 
from their "obviousness and universality in operation, are in truth general 
facts, and reasoning founded upon them is eminently practical." All that 
is needed is "Common Sense and a good knowledge of the English . 
language." 
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In Chapin's opinion "it is obvious, upon the slightest reflection, that 
the Creator has subjected the accumulation of the blessings of this life 
to some determinate laws." For example, "everyone •.•• knows that 
no man can grow rich, without industry or frugality." Economics had 
not substantially changed since the days of the Reverend John McVickar, 
who said at Columbia in the thirties: "I go Uf\On facts, and finding from 
them all that tends to exalt, refine, and give comfort to man, growing 
up undet the patronage of commerce, and united within its bounds, I can-. 
not but reverence the claims of commerce as something holy.'' Economics 
was still conceived as "a business science," with man viewed as an "ex­
changing being." Competition is "a beneficent, permanent law of nature," 
and self-interest is "the mainspring of human exertion." With these 
guiding principles, Chapin's typical textbook laid down four fundamental 
laws of pol~tical economy: . · · . 

I) "God has made man a creature of desires'' and has established the 
·material universe "with qualities and powers • • • for the gratification 
of those desires." Desire is the stimulus to production and invention. 
2) To satisfy desires, to obtain pleasures, man must by "irksome" labour 
force "nature to yield her hidden resources." 3) The exertion of labour 
establishes a right of PROPERTY in the fruits of labour, and the "idea 
of exclusive possession is a necessary consequence." Originally the object 
belongs to the producer ''by an intuitive conception of right, and the act 
of appropriation is as instinctive as the act .of breathing." The right of 
property may be conceived as "a law of natural justice," as Bowen of 
Harvard put it, because "the producer would not put forth his force and 
ingenuity if others deprived him of their fruits." Thus is established 
4)"The Right of EXCHANGE." . ·· 

Capital is always the fruit of past labour saved, and takes the form 
of productive goods. Titles to property indicate capital. Money is a 
form of fixed capital, a permanent instrument to aid production. Capital 
is continually consumed for the sake of producing a greater ,amount, 
which is measured by profits. An unprofitable investment denotes an 
unproductive use of capital, that is, a loss of capital. 

Since "rent implies ownership," land must be reckoned as capital when 
appropriated, and thus not questioned. Expropriation of land, even when 
the owners are paid is a "wild scheme of iniquity and folly." No con-

' d . demnation was severe enough for Henry George when he asserte , m 
contradiction to pecuniary common sense, that by the natural . right. of 
property no man had a right to more land than he c?uld actually use him­
self, and that since the value of land was due.to soaety, not to landlor~s, 
the "unearned increment" should be expropnated. 

Credit, the provision of which is the function of banks, increases "the 

, 



THORSTEIN VEBLEN 

sum of we~Jlth IIV~Jil~Jhl6 liS c~Jpit~Jl" and is also indispensable to the most 
effective development of "industri~Jl t~Jlent." This is evidenced by the 
fact that those who have proved most effective in increasing their wealth 
"have been almost invariably, persons who have begun business with 
only their own energies and a character to inspire confidence in others." 
With credit a man of eminent business capacity, which otherwise would 
go to waste, "is enabled to obtain control of capital, on which his energies 
may be expended so as to bring in large returns for himself and for who­
ever trusts property to his hands." 

Money is the medium of the beneficent system of exchange, and 
through the development of credit and banking the modern system of 
trade is a "marvellous arrangement" by which goods are really exchanged 
with one another without the use of an apprc;ciable amount of actual 
coin. The "metals derive their use as money from their inherent fitness, 
and the desire of men so to employ them, and not from any agency of 
government." The remonetization of silver is unjust as "conflicts with 
the fundamental principles of our science." The act of a government 
creating greenbacks is "a direct interference with the rights of property 
and with the fundamental law of exchange, which requires the free con­
sent of parties to all transfers, and the maintenance of contracts in full 
force." It constitutes an abnormal use or a misuse of credit. 

By the competitive process of acquisition every man finds the place and 
reward to which his abilities and talents entitle him. According to this 
"commercial law" those business men who do not satisfy the public's 
needs are eliminated, those who satisfy them find success. "Economic, 
social, and political power gravitate toward the capitalist, and incite him 
to fresh efforts • • • to carry the nation on its growth." "The tendency 
to an unequal distribution of wealth" is a fundamental "physical truth" 
of production. The "enforced equality of property would destroy emula­
tion-the constant strain of the faculties, with all classes, in the pursuit 
of wealth • • • the feverish anxiety to get on." 

Usury laws are in "direct conflict with the first principles of sound 
political economy," for such laws "violate the right of property." They 
contradict "the plainest dictates not only of natural right, but of com­
mon honesty." 

Since socialism is the "utter negation" of the right of private property, 
"man is no more adapted to it than the barn fowl is to live in the water." 
Philanthropy or any other aid of the poor is a violation of the same 
laws of God and property. All attempts to "relieve the natural penalties 
of indolence and improvidence" bring about ''unexpected and severe 
evil." The doctrine that the government should provide for the unem­
ployed "is the most subversive of all social order." Even the claim of 
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Ruskin that "all labours of like amounts should receive the same re­
ward," means the suppression of "commercial law," which is "God's 
method." If labour and capital are free, as they are in the "order of 
nature undisturbed" under "the law of competition," then "the flow of 
each • • • toward an equilibrium, is as natural as that of waters of the 
ocean under gravitation." In reality the labourer has no complaint agctinst 
the competitive system. As Perry put it, employer and employee "come 
together of necessity into a relation of mutual dependence, which God 
has ordained, and which, though man may temporarily disturb it, he 
can never overthrow." 

The rate of wages is determined not by the pressure of capitalists but 
by the "ratio between the amount of capital and the number of labourers 
seeking employment." Thus, according to this wage-fund doctrine, noth­
ing is to be gained by strikes and the ''tyranny" of labour unions. Strikes 
are a "violation of a most sacred right," the right of a man "to do what 
he will with himself, his time, his strength, his skill." The Reverend 
William D. Wilson of Cornell put it more bluntly; in his textbook he 
said "it ought to be very emphatically stated and often repeated" that 
there may be a tendency for "claiming too much for mere labour and 
not sufficiently regarding the rights of capital and the sacredness of the 
laws by which it is protected." 

Chapin, from a consideration of the prevailing depression, stated that 
"it is • • • philosophical and in • ·• • accord with common sense to say 
that wages fall or decline because industry fails to yield the necessary 
profit." The promoter as distinct from the capitalist is now recognised 
as the great industrial engineer and profits as distinct from interest go 
to this all-essential "captain of industry" or "entrepreneur," who is as­
sumed to effect "a union between capital and labour" and direct "their 
active co-operation." 

Some followers of the received tradition were aware of the fact that 
the beneficent acquisitive impulse might have unfortunate effects. Bas­
com declared that the "passions and appetites" which are the basis of the 
desire for wealth might lead to the destruction of society. "Vanity, among 
the more harmless of these, is yet thoughtless, unsympathetic, intensely 
grasping, and delights in that very separation of classes which makes per­
petual poverty with its social and moral incidents the inheritance of half 
the race. The merely selfish motive, therefore, cap~ble as it is of arousing 
the mind, is not able to turn the strength of the htgher classes backward 
and make it minister to the growth of the weaker and lower; but con­
tinually draws the nutriment of ~ upwax:d, as the wic~ the oil to the 
light, that it may be consumed m t?e pnde and l~es of the fe~, 
till, the nerve and courage and patience of the nation burned out, 1t 
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falls, like Rome o£ old, with strength all too little to bear the stroke of 
fate." 

This possible outcome, however, would be due to the lack of moral 
character and intelligence, that is, a self-regarding interest among the 
"weaker and lower." They are still "barbarians," men of "feeble races" 
and·"savage society," since they do not feel the force of the pursuit of 
gain. If they felt this "most beneficent law," its unrestricted expression 
by the productive capitalists would be checked. Therefore, both as a 
"maxim of political policy" and as "a declaration of rights," the function 
of government is to let "pecuniary transactions" alone, to furnish "an 
open field" in which production "may en joy its own reward." 

Chapin noted in a concluding hortatory chapter that 1111 mighty power 
is ••• concentrated in the hands of 11 Jew ma.nagers," a power which 

·could be used against the "interests of the corporation and the public"; 
that promoters swindled the small purchaser of securities who supplied 
all the funds, that they bribed legislatures and played fast and loose with 
the companies for the sake of stock-market speculation. But he had no 
sympathy for a "blind 'granger movement' of open hostility" against 
the great corporations. "We hold in highest esteem the benefits conferred 
on the country by these corporations." The abuses cannot be remedied 
by legislation, but only by "sound public sentiment ••• which rests on 
an intelligent regard for the fundamental principles of Political Econ· 
omy." ·These principles, demonstrating "the contrivance, the wisdom 
and beneficence of the Deity," must be used to dispel "popular igna. 
ranee and prejudice" which were causing riots and disturbances.26 As it 
was put by the Reverend Lyman Atwater, author of the Carleton text· 
book on logic and lecturer on economics at Princeton, "Civil Govern· 
ment, the family, tenure of property" are "great ordinances of God 
for the social regulation of man." "True progress" must be based not 
upon scepticism. but on "stability." 27 

No philosophies which in any way threatened common sense were to 
be tolerated. German metaphysics, particularly that of Kant, was de­
nounced as "disintegrating idealism," a cover for attacking "all the 
principles of government and social order and for considering a philo. 
sophical religion as atheism itself." 28 John Stuart Mill was outside the 
pale, for he had ruthlessly dissected Hamilton, accusing him of holding 
up "favourite doctrines as intuitive truths" and of investing intuition, 
as the voice of God, with "an authority higher than • • • our reason." 29 

Spencer and other supporters of the novel doctrine of evolution were 
accused of a "debasing materialism" and were denounced as propagating 
a doctrine "too monstrous ••• even to be entertained by competent 
thinkers." Its spokesmen "are not only at war with all morality and 
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religion, but they are also ••• attacking those institutions of property, 
the family, and the state, on which the whole fabric of modern civilisa­
tion is based." 30 One orthodox Carleton professor was willing to grant 
that some evolution had taken place in the animal kingdom, but the 
view that humanity was subject to the same process was not to be 
tolerated. · · 

The president of Carleton was very m~ch occupied in raising money, 
and his courses were usually taught by the one man at the school who 
possessed distinctive intellectual quality. Professor John Bates Clark' 
was officially the librarian and professor of political economy and his­
tory, but actually he was professor of "odds and ends," teaching every­
thing from English composition to moral philosophy. As a student at 
Amherst he had shown unusual independence by refusing to compete for 
the philosophical prize. The contest required that one adhere with "ab­
solute correctness" to the "text and lecture" of Hickok's system and 
"defend the philosophy against objections." Clark refused to participate 
on the ground that he "could think effectively for himself." 31 At Carle­
ton, although he often addressed Congregational gatherings, some of 
his writings seemed "unspiritual to say the least." 

Clark's objections to Hickok were not, however, directed against the 
fundamental tenets of common sense but only against certain details of 
Hickok's moral philosophy. The position that Clark held was much the 
same as that of Haven and Hopkins, two outstanding common-sense 
philosophers whose textbooks he used at Carleton. He began his writ· 
ing career by asserting that in the "present state of the public mind 
financial heresies receive a ready circulation, and, if these false doctrines 
connect themselves . . • with fundamental errors of Political Economy, 
it is time that those errors were exposed and their teachers discredited." 
He proposed to set forth "a new philosophy of wealth" which would 
avoid the distinction made by liberal English economists between 
"labour, as productive and unproductive," and which would render "the 
classification of all labour as productive, both possible and obvious," and 
make it "easy to place every variety of labourer in. exactly the class of 
wealth-producers where, from the nature of his function, he belongs." 
Wealth was defined as "relative well-being," pertaining to individual 
rather than community welfare. A good, in order to be wealth, must of 
course satisfy a want, that is, possess utility, but its "essential attri­
bute" is appropriability, the attributes "which render ownership pos-
sible." 

That wealth, property rights, i~ distributed as equi~abl¥ as. possible 
under the circumstances is substanttated by anthropologtcal mqwry, such 
as Hickok's. Political economy, in the light of this anthropological ex-

, 



THORSTEIN VEBLEN 

amination, does not treat of man the savage but of man who through 
ages of unifying processes of social development becomes a part of the 
social organism "in which each part exists and acts not for itself but 
for the whole," as in the system of free contract. This social organisation 
has been achieved by the increase in those higher wants which sum up 
to a "desire for social consideration." "Civilised man struggles no longer 
for existence, but for progressive • • • enjoyment," and by a "kindly 
provision such wants," which "must remain for ever unsatisfied ••• 
are generally quiescent." The desire for those things "which lie far above 
the line of necessities and the consumption of which would be classed 
as unproductive" by the English economists "is the constant motive power 
in industrial progress." Thus desire for acquisition is the great engine 
of industrial development and consequently the smooth functioning of 
society is to be achieved by the distribution of property in "the natural 
way." 

In the natural order of free contract every man obtains the results of 
his efforts, but in a system of communism, since "acquirement would no 
longer depend on successful exertion, the springs of ambition would be 
destroyed and an eager and hungry waiting for a gratuity would be sub­
stituted for that natural condition." By equal distribution "the losers in 
the redistribution would be deprived of what would be the object of 
an active and intense desire, and would experience great positive unhappi­
ness, which would be intensified to despair by the impossibility of rising 
again by ·effort. • • • Absolute communism would be followed by the 
worst results conceivable, and any approach to it would be attended by 
a corresponding approximation to them." Therefore, if the citizens knew 
the principles of political economy, most of them would be "proof 
against the wild and ruinous doctrines advocated by demagogues in the 
supposed interest of labour." 

Although Clark was opposed to political socialism he favoured a form 
of socialism which would not contain any violations of the natural ideal 
order of property. He felt that a "remnant of natural ferocity" existed 
in business institutions and that the theory of the '~modern bargain 
appears to be that of the medieval judicial combat; let each do his worst, 
and God will protect the right." But these institutions "contain in them­
selves the germs of a progress that shall break the limitations of the 
existing system, and give us the only socialism that can be permanent or 
beneficial." The predatory order will give way to peace and industry. 
True socialism is "a general development, directed by the Providence 
which presides over all history." Little is to be gained by "inventing new 
schemes of society," but much is to be gained by "reverently studying 
the course of Providence." Clark declared that he believed in the 



AND HIS AMERICA 29 

"teleologic principle," the "optimistic principle, that the world is im­
proving." 

In Veblen's senior y~r Clark elaborated these ideas before the class 
and before a college forum, in the form of a "philosophy of value" 
based on "the new philosophy of wealth." In ·an inchoate manner it· 
presented the logical outcome of the American tradition in economics as 
refined by Clark's liberalism. Under an ideal system of free contract 
everyone receives what in reality he prbduces, or its equivalent. The 
present system is a close approximation to this condition, and it con~ 
stantly grows closer by force of the inherent principle of harmony in 
the evolving social organism. In the light of the pleasure-pain calculus 
"market value is a measure of utility made by society considered as one 
great isolated being." The rewards which society thinks the producers 
are entitled to are established through the functioning of the "laws of 
property, fixed principles of distribution," which "society is not at liberty 
to violate." To be sure, "values in use might be augmented" if these 
naturally established market values could be "arbitrarily changed." But 
"such a wholesale confiscation would mean the most violent of revolu­
tions, and would lead to a chaotic condition fatal to the welfare of all • . • 
Yet better systems of social circulation may be before us, in the future, 
if we can but wait for their development." 82 

Thorstein Veblen did not fit in well at Carleton College, either in­
tellectually or socially. In the words of a trustee the function of such 
"missionary colleges" was to impress on the West the "ideas and prin­
ciples" of the East and to combat "the coarse infidelity, the reckless 
demagogism and old-world socialism so rife in our newer States." 83 But 
by the test of the common-sense philosophy Veblen was alterum genus, 
and the rising agrarianism, so deplored by the college officials, was the 
expression of his own people. . 

He was no better adjusted, however, in the Norwegian community 
at home. When the Veblen brood at Carleton returned to the farm, 
they kept aloof from the neighbours. The settlement thought they were 
snobbish, putting on airs, acting as if they were better than other people. 
Leading Norwegians, including Pastor Muus and Osmund Osmundsen, 
the founder of Nerstrand, had established St. Olaf School in Northfield 
in I 8 7 5, but no Veblen child attended it. The cl~rgy still insiste~ on a 
rigid maintenance of the traditional scheme of thmgs? and they bitterly 
fought the public sch?ols. Members of the office-holdmg cla~se~ o.f Nor­
way were appearing m the se~tlements, a?d they too wer;, msistl?~ on 
the traditional status. The entire community clung to the old spmtual 
and cultural values," and the consummation of the process of assimilation 
"seemed as distant as ever." 84 
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Andrew Veblen was somewhat forgiven for his deviations from the 
right path when he accepted a position at Luther College. Thorstein's 
unpopularity was aggravated by his "conceit." A member of the family 
who had always felt a warm affection for him declared that he had be­
come a "conceited jackass." The Norwegian nicknames he had used to 
torment the neighbours were supplemented now by Greek anathemas, 
which he flaunted before them and wrote on their fences. An older lad 
took away his gun one summer and the next vacation period Veblen 
came back and shot the fellow's dog before his eyes. In another uprising 
of the hated Sioux, gold prospectors, including some from Rice County, 
were killed for invading the reservations in Dakota territory, from which 
the white man was barred. Again Veblen defended the Indians against 
the general opinion. He was really a lonely youth, most happy when he 
was laughing with his mother. Most of the time he withdrew within 
·himself and occupied himself with his own ideas. 

With his brother Andrew he began a study of Old Norse, in which 
the sagas of his people were written. He was led to the poetry and prose 
works of William Morris, based on the Icelandic sagas. The ·related 
German epic literature excited him, particularly the Niebelungenlied, 
and through a near-by settlement of Germans he acquired an excellent 
command of the language and was able to read the epics in the original. 
Echoes came to him of the provocative discussions going on in the in­
tellectual world concerning the origin of races and especially the attempt 
to establish a common origin for the dominant peoples in a race called 
the Aryan. Acquaintance with Pentz, a German exile from the collapse 
of the liberal movement, brought him into contact not only with an 
agrarian spokesman but with a man of high intellectual calibre. Access 
to Pentz's well-stocked library gave him a first-hand knowledge of the 
leading German philosophers, particularly Kant. He read Spencer, whom 
in particular he considered a great contributor to intellectual advance, 
Mill, Hume, Rousseau, Huxley, Tyndall, and a host of others who 
tended to free thought and who were kept out of the col)ege courses. 

To most of his fellow students at college Veblen seemed "sneering and 
supercilious," but his good-natured manner and apparent indolence par­
tially disarmed them. "Veblen could say the bitterest things with a smile 
on his face and a chuckle in his voice." His "dry humour ••• was likely 
to break out on almost any occasion, especially a solemn one." He liked 
to corner some very religious student and harangue him, sometimes for 
hours, on such questions as the advisability of a club for the promotion 
of suicide. The students considered him a complete cynic. "Whatever 
is, is wrong/' seemed to be his attitude. But even of this they could not 
be certain. Some of his apparently outrageous remarks disturbed them, 
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but when they questioned him further he would become vague. They 
:u:cused him of "doing a brilliant thing that won everybody and then 
m order to be spectacular lying low on the daily task." The attitude of 
most of the men was described by a classmate: "He was not the kind to 
whom they could become attached as a friend, or ask for advice or 
opinions. He was neither sincere nor stable; he lacked character and 
judgment." But one a little more sympathetic wrote: "As I distinctly 
remember him in our literary society, "he was not selfish or egoistic 
?ut felt sure ~hat ~e ha.d thought the subject through and had the facts 
m regard to It. His voice and manner were not adapted to addressing 
large audiences, in fact he wasn't interested in that line of work and 
seemed to know that his work was thinking and using his pen; talking to a 
limited number in conference and classroom. He had that keen, cold 
mentality which held him aloof from friendship with others. He could 
make mental but not heart associates." . · 

The faculty, too, was not enthusiastic over this youth with a "mind 
clothed in sardonic humour,"· as one of them described it. They were a 
little afraid of him. Clark, who admired his keen psychological insight, 
was the only one who really liked him. Clark said that as the "college 
was founded by religious men and for the sake of. religious influence 
Veblen was a misfit," but he considered him the "most acute thinker'' 
among his students. Veblen cared even less for the faculty than they did 
for him, and spoke "sneeringly and contemptuously" of their abilities 
and attainments. He heartily disdained the president as "a New Eng­
landish clergyman." He dubbed the rather strict dean of women "mater 
dolorosa," and the name stuck. Clark he liked very much, but the only 
teaching of Clark that he remembered was a lecture on suavity, in which 
Clark spoke of a "suave manner as an aid in giving effect to force of 
thought." It was an ancient maxim but Veblen had already found it very 
useful. 

The weekly public declamation exercises, or rhetoricals, presided over 
by the professor of philosophy, provided Veblen with his best oppor­
tunity for jarring the faculty and students. While Carleton prayed for 
the conversion of the heathen, Veblen, reader of Swift, delivered "A 
Plea for Cannibalism" which threw the faculty and students into an up­
roar. On another occasion he delivered "An Apology for a Toper." Ac­
cording to the prevailing morals drunkenness would and should .bring 
severe retribution, but Veblen noted how drunkards actually vxewed 
death not how they should view it, and closed with the statement that 
"alth~ugh death is never far a~ay, it has for th~~ few terrors." Clark, 
who was presiding, asked him 1f h~ was apologxzx~g for. th~ toper, but 
Veblen casually replied that he was simply engaged m a soentific observa-
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tion. At other times he astonished the gatherings with oratorical out­
bursts on "The Science of Laughter," "The Face of a Worn-Out Pol­
itician," "The Absence of the Gregarious in Student Life," "Companions 
That Can Be Counted On," "Thrice Is He Armed That Hath His Quar­
rel Just," "Two \Vays of Looking at Facts." "All the time," said a 
woman schoolmate, "his nasal twang and his subtle smile added an ele­
ment of-not 'charm'-but of interest to the occasion." 

Veblen enjoyed subjecting the textbooks of the philosophy course to 
public examination. He took up Mark Hopkins's Evidences of Chris­
tianity, and demonstrated that the "evidences'' were cases of poor rea­
soning. In dealing with The Philosophical Basis of Theism by W.T. Har­
ris, the leader of the Hegelians, he attempted to disprove its thesis that 
partial agnosticism involves complete agnosticism and is therefore un­
tenable. He seemed to be alone in his attitude on religious and moral 
questions, and found reasons for discussion where most people "would 
simply affirm, approve, or endorse." Rather than have his attendance at 
the Sunday service in the local churches checked by monitors, he called 
himself a Moravian and went to a little German church some distance 
away. 

In the more prosaic field of economics he essayed the philosopher's 
role of prophet and delivered an oration on "The Price of Wheat Five 
Years Hence," which in the opinion of one auditor was "wretchedly dull" 
but "logical and learned." In opposition to the rest of the college, in­
cluding Clark, he took the side of the Greenbackers, and when Henry 
George's Progress and Poverty appeared "he did not hesitate to let it 
be known that he supported it." He gave little attention to those ill­
treated subjects, mathematics and sciences. He said he once solved some 
simple problems in algebra, but he did not know how he accomplished 
the task. His grade in algebra was 71. 

Into the literary societies, ostensibly devoted to the discussion of 
serious and profound topics, Veblen carried his disturbing tactics. He 
prepared a paper on the subject of "Noses," which seems to have been 
a burlesque on Galton's attempt to correlate anatomical facial differences 
with character. According to a faculty member he submitted an elaborate 
classification, and attempted to deduce the character of the individual 
from the shape and other peculiarities of the nose. "It was a fantastic per­
formance presented with the utmost seriousness." At another meeting 
the official critic called attention to the brevity and poor quality of the 
papers, declaring that they had little depth and showed little thought 
in preparation. Veblen appeared at the next meeting with a paper on the 
philosophy of Mill. For over forty minutes he read it, page after page, 
very seriously and in a dreary monotone. Without understanding a 
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word the listeners gave· it the best attention they could, expecting e~ch 
, moment that he would come to a close. When it was finally finished, the 
critic was forced to admit that "Mr. Veblen's paper was sufficiently long 
and sufficiently deep." According to a sympathetic auditor Veblen "fully 
realized how bored all the listeners were. . • • Yet he read it through 
and never cracked a smile . • • as though he was standing alone in the 
room with no one listening. There w~ nothing oratorical about his 
speaking or reading." . . 

In the manner of the grand epic style of Morris's Valkyrie poems' 
Veblen wrote a seventy-eight lin~ parody on the traditional New Eng­
land college sophomore custom of burying Cresar or Euclid. He headed 
his poem, "The Following Lines Are Respectfully Dedicated to the 
Class of '82 by One Who Sympathizes with Them in Their Recent 
Bereavement." This work included such profanity as "h--," dutifully 
abbreviated. The poem was privately printed by the students. As a 
poetic performance it would do credit to the usual college magazine. 
Veblen also produced in complicated Latin a poem entitled . "Carmen," 
written in praise of the god Bacchus and all his works. A friend said it 
was done as a "bit of deviltry in the thought that none of the faculty 
would understand its purport." 

Although Veblen was one of the strongest men in the college he walked 
as if the "effort" taxed his muscular system," and when sitting down he 
"slid his loosely jointed frame to a reclining position."· This apparent 
indolence gave some of the students the impression that he was in 
school because of his parents' wishes and not of his own free will. But 
he could show plenty of physical agility if admiration was to be gained 
~~ . . 

A romance began at Carleton. When Veblen first entered the academy 
he met Ellen Rolfe, the niece of the president, and "from that first day 
he cared for no other." She was descended from the Strongs and the 
Rolfes, old and distinguished families. Another uncle was W .B. Strong, 
the dynamic personality then making the Atchison, Topeka, and Santa 
Fe Railroad into a powerful transcontinental organisation. He secured 
favourable state legislation and aid and engaged in successful warfare 
with competing companies which reached a climax in the Grand Canyon 
War a two-year battle carried on with violence and bloodshed, law suits 
and 'injunctions, innumerable writs and counter-writs. Ellen's father, 
Charles Rolfe had extensive interests in grain elevators and was a mem­
ber of the K;nsas City Board of Trade. Railroad business thrown his 
way by W.B. Strong added considerably to his wealth. . . 

Nothing could be stranger than that a ~aughter o~ one of the retgmng 
families in the Middle West should be mterested m the son of a Nor-
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wegian immigrant. It was a Strong who had declared that the Negroes 
are more intelligent and more civilised than the Norwegians. But 
Thorstein Veblen, the anthropologist, traced the ancestry of Ellen Rolfe 
to prove to her that she too was a product of Norway. Her name, he as­
sured her, went back to the first Viking chief, Gange Rolfe, who seized 
a part of what is now France and formed Normandy. His descendants 
conquered England and their descendants became the ruling stock of 
New England. 

Ellen Rolfe was a remarkable woman. "Possessed of a sparkling and, 
at times, slightly caustic wit, brilliant in all her writings as a student, and 
above the average in scholarship," wrote a classmate, "she was easily the 
most intellectual member of the class • • • had the brightest, keenest 
mind ••• and her writings at college clearly foreshadowed a brilliant 
literary career." 81 She "displayed a subtle power which was nothing 
short of genius." Like Veblen she was a gifted story-teller, with a lean-

. ing towards ghost stories in the style of Poe. The senior class "Prophecy," 
a subtle parody of the style of "Hiawatha," was her work. In the destiny 
assigned to her closest friend was a delicate shaft aimed at Clark: 

"Scarcely thrice had rolled the seasons 
When again the voices called her. 
"Who," they cried, "will write a treatise 
Found the science great and noble­
Teleology-the climax 
Of all science and invention." 

She was no better adjusted than Veblen to life at Carleton College. 
When Ellen was very young, her mother died and her father remar­
ried. Her life at home seems not to have been very satisfactory, and 
her early maladjustments were not erased at college. The women there 
were critical of her, just as the men were critical of Veblen. Occasionally 
she took advantage of the fact that the president was her uncle. Her 
college mates considered her "dreamy, introspective, disinclined to active 
physical effort, unable to envisage present duty, lacking in physical forti­
tude. The painstaking operations of everyday life seemed to interest 
her less than the smallest details of life far removed. She could more 
easily draw a vivid picture of the life, perhaps of Pharaoh's daughter or 
of Nausicaa, than see why she should join in the general activities which 
all schoolgirls find agreeable and necessary in the care of their individual 
rooms, clothes, and in a general desire to promote the harmonious and 
orderly programme of a general dormitory home. This does not mean 
that anyone took umbrage at Nellie Rolfe's special characteristics. She 
was placed in a class by herself." 
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These two misfits spent much of their time together. Even at parties 
they would "get into a corner and talk-and talk-and in low tones dis­
turb ~o on~," according to a schoolmate, "only we all thought it singu­
larly 1ll suited to a general student gathering, when we all met and 
mingled freely and on occasions wherein we believed the rarest social 
art was to take some responsibility for entertaining the others." Under 
the influence of Veblen, Ellen read Sp~ncer and quickly "became an 
agnostic." She, on the other hand, heightened that part of him. "which 
was gentlest and most feminine," and there was much of that. Her great 
admiration for the idealism of Ruskin had its effect upon him. She said 
that although Veblen knew no English when he came to Carleton he 
learned the langauge rapidly and had an agile command of it. He de­
veloped "an inclination towards poetry and the best ).iterary prose" and 
became interested, in fact, in all the arts, except music. Ellen liked his 
humour and his slow, lazy manner, and she said that he "towered easily 
above students and f~culty in comprehensive outlook and keenness o.f 
logic." . , 

Veblen amply. demonstrated his superiority . during his last year at 
Carleton. Five years there had made him eager to be free of it, and he 
asked permission to take both the junior and senior years in one. To the 
faculty this seemed impossible and at first they refused, but Veblen per­
sisted and reluctantly they granted him the privilege. When his sopho­
more classmates returned for the junior year they discovered that Veblen 
had in some way slipped into the senior year and was grouped with the 
class of 1880 instead of 1881. How it came about they never knew, as 
"we never knew much about his many movements." The faculty re­
mained hostile but, to the great pleasure of Clark, he carried his purpose 
with conspicuous success. His highest grade of 94 he scored in "Political 
Economy" and "Evidences of Christianity." Apparently he could tolerate · 
the "Moral Philosophy," for his grade there was 93, but in "Mental 
Philosophy" he received his lowest grade of 77· For once the faculty 
conceded that Clark's opinion of Veblen might be near the truth. 

His public oration for graduation was a spectacular performance. In­
stead of choosing the usual kind of topic, such as "The Duty of a Christian 
Scholar," Veblen spoke on "MilJ.'s Examination of Hamilton's Philos­
ophy of the Conditioned." The task of expounding one of the greatest 
English philosophical works did not disturb him. ~e discussed the mat?e­
matical points as if he were a master o_f the subject, .thereby ar~usmg 
the theological instructo~ of mathem~o~, who excla1med to Andrew 
Veblen sitting next to htm: "Thorstem 1s a fraud. He was never any 
good i~ my classes." In front of Veblen were his proud parents. "Any­
one who looked at the father and mother as they sat in the pewof the 
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Congregational Chlirch and listened to Thorstein's oration," said a school­
mate, "could see that they felt that they were rewarded for all their 
sacrifice and work in helping him to get his education, and they seemed 
confident that their hopes for his successful career would be fully 
realised." 

The local newspaper reported that "Veblen, son of Thor, in spite of 
the heat, hammered away blow upon blow, and with no mean skill, 
at a subject the bare name of which was almost an overdose for the 
average reader." All that is known of Veblen's argument is a disarm­
ing sentence provided by this same country newspaper: "He held, in a 
word, that the case of Mill versus Hamilton was clearly one of non 
sequitur., 11 Veblen had chosen the work which was the most annoying 
to common-sense followers; still one wonders whether this statement 
could be interpreted to mean that Veblen had found that the difference 
between Mill's supposedly atheistic philosophy and the common-sense 
philosophy was as unsubstantial as many were beginning to suspect. 

After his graduation in 18 So Veblen, through the efforts of his brother 
Andrew, secured a position teaching at Monona Academy in Madison, 
Wisconsin. This institution was under the control of Veblen's synod, 
and there, for a year, he was thrown back into the life of the Norwegian 
community. His work was primarily the uncongenial subject of mathe· 
matics. The scene was stormy. At the synod's theological seminary, also 
in Madison, a bitter theological dispute began over predestination and 
election,· Calvinism and strong church authority. During the winter 
Bj~mson, Norway's national hero and with Ibsen a leader of the rising 
school of "realism," made a stormy lecture tour through the Middle 
West, amidst the denunciations of the clergy. In 1879 he had denied 
the divinity of Christ and, while still professing to be a Christian, he was 
a pronounced freethinker. All synods and factions were as one in de­
nouncing this apostate and heretic. Bj~rnson was accused of denying "all 
portions of the Bible which treat of governmental authority," and of 
being "an out and out Darwinist." Lutherans who attended his lectures 
were threatened with church discipline. 81 But they were attended even 
by some of the conservative instructors from Monona Academy. The 
entire Veblen family felt the greatest interest in this reckless Norwegian 
who was accusing the clergy of acting in opposition to the example of 
Jesus of Nazareth. 

Veblen made the acquaintance of Bj~rnson's tour manager, Professor 
Rasmus Anderson. According to Andrew Veblen, Thorstein helped 
Anderson with some of his translations from Norwegian literature and 
substantiated many of the points in old Norse history which were of 

. interest to him. Veblen met also the Reverend John Bascom, president 
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of the University of Wisconsin and author of a textbook in almost every· 
branch of philosophy, including political economy. Veblen found that 
this New England common-sense philosopher from Williams College 
was as difficult to understand as had been his textbook on .!Esthetics, 
with its involved literary style. 

Meanwhile the farmers in the Farmers' Alliance were once more 
organising for battle with the "sinister interests." Henry Demarest Lloyd 
published in the Atlantic ll-1onthly an immensely popular article against 
Standard Oil. This company had already undergone several changes in 
form to meet public outcries and was now being legally made into a 
trust. Lloyd described it as the "greatest, wisest, and meanest monopoly 
known to history" and declared that its strength was due in good part 
to another great monopoly, the railroad companies. The forces of capital, 
instead of being creatures of the state, had outgrown· its control and be­
come its masters. "Our strong men are engaged in a headlong fight for 
fortune, power, precedence, success. . • • They ride over the people like 
1 uggernaut to gain their ends. The moralists haye preached to them 
since the world began, and have failed. The common people, the na­
tion, must take them in hand. • • • .There is nobody richer than Vander­
bilt except the body of citizens; no corporation more powerful than the 
transcontinental railroad except the corporate sovereign at Washington." 
The power of th~ people must be used for its industrial life as it was 
used for its political life "or the people will perish." 88

. 

Monona closed permanently at the end of the year. Andrew Veblen, 
who had saved a little money while teaching at Luther College, had de­
cided to study mathematics at 1 ohns Hopkins. He was spurred on by 
the hope of obtaining a position in some American institution like Carle­
ton after studying at what was extensively advertised as the first real 
graduate school in the country with a distinguished and able staff and 
with the best of facilities for graduate study. Thorstein Veblen also was 
attracted to Hopkins by its publicity. Although he .had scarcely any 
money, the risk was worth taking since he ~ould do very ~ttle else. He 
accompanied his brother to the East, expectmg to study philosophy. 



CHAPTER III 

T
HE Hopkins scene was not what he had been led to expect 
by the circulars of information, which he afterwards de­
scribed as "circulars of misinformation." President Gilman 
was forced to manage with an income of $90,000 instead of the 

$200,000 originally contemplated. A part was. set aside for a building 
fund, so that $6o,ooo was available for instruction. 1 At the opening of 
the university in 1875 the appearance of Huxley as orator had caused 
such an uproar that the trustees were very careful in selecting a proper 
professor of philosophy, and as yet they had appointed none. The 
eminent English philosopher and psychologist, James Ward, who had 
been trained as a non-conformist minister, was an unsuccessful applicant 
because he was not "orthodox enough," 2 and the chair was finally of­
fered to Robert Flint, professor of divinity at Edinburgh and lecturer 
at the Princeton Theological Seminary, but was declined. 8 For the most 
part the faculty was very religious, and Gilman was anxious that the. 
members actively identify themselves with some church. 

Gilman was "intensely solicitous" of making close contacts between 
"town and gown." One of his policies was to invite distinguished men 
of other universities and of foreign countries to give "brief courses of 
lectures • • • open to the public as well as to students." The regular 
instructors also were persuaded to give series of brief public courses, and 
the recording in the official bulletins of the average attendance "accord­
ing to the doorkeeper's count" was, as one professor put it, "another 
unique stimulus ••• to hold our audiences." Saturday classes were 
established for the Baltimore school teachers. Instructors spoke before 
other institutions, such as the Young Men's Christian Association and the 
State Normal School. Gilman was pleased by the ins'truction given on 
Sunday by "some of our young men" to "the inmates of the penitentiary 
and in various mission schools." • 

At Baltimore Veblen found himself in the culture of the South, with 
its highly developed leisure class. For a while he was a boarder in a 
family which still clung to its aristocratic traditions. The raw youth 
was much amused by the family's maintenance of the grand old pre-war 
style, with servants and meals which cost far more than was received from 
the boarders. N orthemers were still considered outside the pale. The 
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prevalent religion was the familiar Presbyterianism which had developed 
the common-sense philosophy. 

Veblen was lonely and homesick and in his casual conversation with 
classmates he talked much of his Norwegian settlement. Since he was 
in serious ~eed of financial assistance almost from the day he arrived, he 
had no chmce but to borrow money. He asked for a remission of tuition, 
$4o.oq a term. He sought one of the ten ~olarships paying $250.00. 

He took a course in "Sources of Early European History" with Her­
bert Baxter Adams, a friend and classmate of Clark. Adams was an im­
portant influence in the study of history in the United States, but he was 
not primarily a scholar. He was a man of action, an organiser, interested, 
in addition to his teaching, in such things as civil-service reform, university 
extension, and library service. Since Veblen was interested primarily in 
philosophy, he saw little promise in doing much work with Adams. But 
he took all three of George S. Morris's courses: "Greek Philosophy," 
''Ethics," and ''Kant's Critique of Pure Reason." The centenary of 
Kant's Critique of Pure Reason was being celebrated throughout the 
world of philosophy. 

Heretofore Kant and Hegal had been classed together and denounced 
as "disintegrating idealists." Hegel was more frowned upon than Kant. 
In Hegel, according to President Noah Porter of Yale, "facts are scarcely 
considered at all,~but only the metaphysical relations of the psychical 
powers and processes." 1 The Hegelian analysis seemed to deny that the 
common-sense truths were rooted in nature as matters of inductive psy­
chology. For Kant, interpreted in terms of the romanticism of Coleridge, 
there had been not a little sympathy. In Germany Hegelianism was 
being discarded because of its reactionary tendencies favouring absolutism 
in politics and religion. Philosophers went back to Kant as the philosopher 
of enlightenment and interpreted him "in the sober tenor of British 
empiricism" and the Darwinian theory of evolution. 8 Spokesmen for 
Darwinism in Germany declared that Kant was the only philosopher 
worthy of study and that to "him alone" had been "vouchsafed a fore­
glimpse of the dawn of true science." 7 This revival of interest in Kant 
was "something unexampled in the history of philosophy." 8 

But such men as Morris denounced Kant and turned towards Hegel. 
The protest of \Villiam James that H;gelianism was :too fun?a~entally 
r.Jtten and charlatanish to last long' had no effect. Hegeliarusm was 
beginning to be recognised as offering a better intellectual defence of the 
common-sense truths of "Puritan morals and religion" than could be 
found in the common-sense philosophy. Morris's lectures on Kant were 
a constant polemic against Kant's supposed maintena~ce of the view that 
all knowledge is sense knowledge and therefore fa1th and knowledge 
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are not to be identified. "If all human knowledge were specifically and 
exclusively sensible," said Morris, "agnosticism would be the last word 
of philosophy." 10 

Despite his deep interest in philosophy Veblen "thought it best to 
give more attention to political economy." His teacher was RichardT. 
Ely, an assistant only a few years older than himself. Ely, an active 
Congregationalist, had studied under a student of Hamilton at Columbia 
College. He was trained in the common-sense philosophy, including 
Wayland's original economics textbook. A stay in Germany, however, 
where he came in contact with the more optimistic and imperialistic 
temper of German thought, had served to temper for him the sharp­
ness of the common-sense philosophy. In his. first year of teaching he 
offered one course, "The History of Political Economy," which dealt 
primarily with German writers. The lectures made Veblen doubt that 
Ely had read the works he was discussing, and in exploring the library 
he found a German encyclopzdia that contained almost exactly the same 
material that Ely had been offering. Veblen felt that such lectures might 
be useful to students who could not easily read this encyclopzdia or the 
work of the writers, but that for him they were unsatisfactory, for "they 
contained nothing of his own." Ely seems to have cared little for Veblen, 
believing him to be "a man of fair capacity and inclined to go his own 
way." 

Veblen's disappointment with this course apparently made no dif­
ference, however, in his plans to use economics as the basis of his applica­
tion for a scholarship. Papers on assigned topics were expected from 
the graduate students in the course, and these papers were often read in 
what amounted to a seminar in the social sciences, dignified by Adams 
with the name "The Historical and Political Science Association." Veblen 
prepared a paper on "J .S. Mill's Theory of the Taxation of Land." Ely 
firmly believed that rent is an unearned increment, a conviction which 
represented the English liberal position best presented by Mill. This 
did not mean that the landlords should be expropriated, but that the 
land should be purchased by the government. Veblen presented in his 
paper a summary of Mill's view, but added a com·ment of his own 
reflecting the results of land booms in the West. In speaking of the 
effect of an abolition of future unearned increment by taxation he said: 
"No immediate redistribution of wealth would take place, but, neglect­
ing all probable undesirable secondary effects of the change on the peo­
ple, an advantage would accrue from an increased compactness of popula­
tion, making possible a saving of labour." 11 

In making application to the president for a scholarship Veblen in­
formed him of the paper, ''which I have the honour to say has met with 
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the approval of Dr. Ely, and which it is intended shall be read at the 
next meetin~ of the Historical and Political Science Association." Ap­
pare~tl~ he mte~?ed to continue this kind of study, for he stated in the 
application t?at at present I am planning and preparing for a paper 
on the Relation of Rent to the Advance of Population and shall prob­
ably have it completed about the end of the present semester." 

The letter to the president reveals what the official records do not, 
that some time after the term began Veblen became interested in the 
lectures on "Elementary Logic" given by a man who was later to be' 
recognised as a creative intellectual force. This was Charles Peirce, a 
temporary lecturer. Peirce had already published a series of papers on 
"The Logic of Science," emphasising that "the whole function of thought 
is to ~roduce _habits of action," that the "guiding principles" of inquiry are 
"habits of mmd," that "thought is an action'' leading in turn to further 
thought. He marked a radical departure from the "method of authority" 
of common sense. He . described Mill's classic Logic as embodying the 
"philosophy of ordinary mankind," 12 but declared that most of the ex­
amples of scientific induction in the first edition of the Logic had since 
proved to be bad inductions. 

Veblen failed to receive a scholarship, although at most there could 
have been no more than sixty-one candidates who applied. He had no 
hope of obtaining a foothold at Hopkins. He wanted to be free to pursue 
his studies as he liked and moreover he was anxipus to be away from the 
supervision of his brother. Under these circumstances the old and "more 
sedate schools" seemed preferable. He left Hopkins before the term was 
over and entered Yale, to study philosophy under the president, the Rev­
erend Noah Porter, an outstanding metaphysician and moral philosopher. 

Veblen's problem of finding the necessary financial aid was.not solved. 
\Vith a number of other Yale graduate students, he obtained for a while, 
in return for an hour or two of teaching, what he considered exceptionally 
poor dinners at the Collegiate and Commercial Institute of New Haven, 
popularly known as "General Russell's M~tary Aca~emy." ~ut he lost 
this free board when some of the students discovered m physical combat 
that he was not as weak as he appeared. His family was able to help a 
little. Conditions were far from satisfactory for Thomas Veblen, but he 
obtained a loan from the bank on his signature and on that of his son Or­
son who was in business. As security Thorstein Veblen's life was insured 
in favour of his father and brother. To various members of the family, 
however it seemed that Veblen was merely lazy and irresponsible. An­
drew Veblen, with funds running low, did not complete the requirements 
for a Ph.D. During his second year he accepted an offer to teach at Carle­
ton for the last quarter. Veblen's money was never sufficient and he was 
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always in debt." Living as cheaply as possible made it necessary to over­
look many niceties in dress, and his Norwegian country airs were no asset 
in this centre of Yankee culture. His classmates described him as a "for­
eigner," "a Scandinavian or German from the Middle or North \Vest." 

"Yale College," said Porter, its president, "was founded avowedly as 
a Christian college. All its • • • arrangements have been inspired and con­
trolled by the definite purpose that the education imparted here should 
be emphatically Christian." 18 To Veblen, however, the most impressive 
part of its religious service was the scene that regularly followed the 
exercises at chapel. At the close of the service the students remained stand­
ing while the president passed down the centre aisle. As he passed each 
pew, the students in that pew turned towards him and bowed very low. 

Since philosophy was still the handmaiden. of theology, most of Veb­
len's classmates in philosophy were divinity students. In this atmosphere 
the sardonic attitude he had fallen into at Carleton reasserted itself. lie 
was more of a sceptic in his twenties, remarked a fellow Norwegian of the 
divinity school, "than most men are in their sixties." Veblen declared that 
"no patriotic citizen can pass through New Haven without visiting the 
Historical Museum on the Green. How can he claim to be up on the 
history of his country if he fails to see Benedict Arnold's last pair of 
drawers!" The divinity students received substantial financial aid for 
their studies, but they seemed to be interested primarily in teaching posi­
tions. Veblen asked a group of them: "Do any of you intend to preach the 
gospel?" He was asked how he had acquired such an excellent command 
of German, and he replied that he had studied the language by looking 
intently at the words until finally the meaning came to him. In spite of 
all the efforts of his fellow students in and out of class his definite views 
could not be determined. He told an associate that he was willing "to 
accept God as a metaphysical necessity," but that he was undecided as to 
the role of Christ in the scheme of things. Towards the fundamental 
doctrine of atonement he took a "decidedly supercilious and cynical 
attitude." 

Veblen's air of intellectual pre-eminence and Oly~pian aloofness ex­
asperated many of his associates. Even George Duncan, his friend and 
later a professor of philosophy at Yale, said that, although Veblen was 
a man of striking intellectual qualities, "he was not an attractive or pol­
ished man in character or carriage." A Negro friend, the Reverend 
George W. Henderson, described Veblen more sympathetically as a 
spectator viewing life from a detached position, "interested in it as an 
enticing object of study but [one] for which he had no responsibility." He 
had as yet "reached no definite conclusions of his own, but was feeling his 
way." 
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. As before, Veblen felt lonely and longed for his home, especially for 
h1s mother. He read Ibsen and spread the knowledge of him on the Yale 
campus. A recent arrival from Norway he greeted as a countryman, much 
to the surprise of the visitor since "Veblen was born in Wisconsin and I 
in Norway." Veblen felt drawn to the Norwegian and discussed with him 
the language, literature, and politics of the mother land. . 

During Veblen's two and one-half years~ residence theY ale atmosphere 
was tense over the bitter and never-ceasing dispute between Veblen's two 
most important teachers, Porter and William Graham Sumner. Porter· 
was "a type of the late flowering of the old New England stock," with its 
"fidelity to the highest known law, and trust in a divine guidance" and its 
"firm grip on the material world side by side with a searching inquiry into 
the unseen." He believed in supernatural sanctions and miracles but at 
the same time "took excellent care of his property • • . was thrifty • • • 
and commanded the respect of business men in their own field." 14 As a 
stern defender of the whole traditional culture he exemplified the current 
theological dominance, with its insistence on the primacy of the classical 
and moral philosophical training which "has prevailed in New England 
for two hundred years." 13 Sumner, although a graduate of Yale Divinity 
School, was opposed to the maintenance of this order of things. 

A two-year controversy, concerning the right of Sumner to use Spen­
cer's Study of Sociology in his college classes despite the protest of Porter, 
had just ended in victory for Porter. The book was assailed by Porter 
for its assumption of "evolution as an axiom" in science, and for its ap­
parent assertion "that a theist • • • cannot accept sociology in any scien­
tific sense of the term." "The offences of Spencer's book against good 
taste and decency, so far as either require a respect for the convictions 
which are held sacred by the great mass of Mr. Spencer's fellow country­
men, are almost unparalleled in modem c;:ontroversialliterature." 16 

But on Spencer's American visit in 1882, during which he visited Yale, 
the treatment accorded hiin by the leading figures in political, social, 
business, and intellectual life showed that the tide was turning towards 
Sumner's attitude. At a farewell dinner at Delmonico's in New York, 
which was made the occasion for a "fresh setting-forth of the Doctrine of 
Evolution in its relation to all the higher interests of humanity," a tele­
gram of congratulation was read from President Barnard of Columbia, 
who in 1866 had written in his annual report to the trustees of "the recent 
and very plausible and insidio~ theory of Darwin.'~ Professor O.C. Marsh 
of Yale, president of the National A~emy of Science, _responded ~o the 
toast: ''Evolution-once an Hypothe.m, now the Establ1shed Doctnne of 
the Scientific World." Marsh declai:ed ~at ''What the law ~f gra~tatio!l 
is to astronomy, the law of evolution 1S now to natural SCience. It "is 
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no longer a theory but a demonstrated truth, accepted by naturalists 
throughout the world." Sumner responded to a toast in honour of "The 
S&ienc6 of Sociology." He credited Spencer with having given the social 
sciences "a powerful and correct method" and declared that he saw no 
limits "to the scope of the philosophy of evolution" and that it was des­
tined to "embrace all the interests of man on this earth." Evolution of­
fered a substitute for the worthless "traditional doctrines and explanations 
of human life." 11 

In March 1884, in an article in Th6 Princeton Review, Sumner threw 
down the gauntlet to the upholders of the traditional curriculum. The 
existing discipline was a leisure<lass discipline, a "caste" discipline. As 
such it was becoming increasingly useless and so unattractive to the youth 
of the nation that they no longer cared for a ~iversity education as did 
"the youth of former generations." It "presents the notion that what is 
useful is vulgar, that useless accomplishments define a closed rank of 
superior persons, and that entrance into that rank should be made diffi­
cult." It was perhaps a useful education when life was on a "military 
basis." The classics, which "exalt authority," "are the greatest barrier to 
new ideas and the chief bulwark of modern obscurantism." People trained 
in them "think that they prove something when they quote somebody 
who has once said it." The colleges should not ignore facts and doctrines 
"which are revolutionizing the world of knowledge." Physics, anthropol­
ogy, arch~ology, and a host of other sciences offered the stimulus "neces­
sary to draw out youthful energies and to awaken youthful enthusiasm." 
The recent development of biology and its affiliated sciences provided 
the key "to a new philosophy destined to supersede the rubbish of the 
schools." Sociology, although in its infancy, was sure to grow into a 
great science "as regards utility to the human race." 

A month before Veblen obtained his degree in I 8 84 the faculty ap­
proved a committee report making elective a little more than half the 
junior year and four-fifths of the senior year. Grim old Porter at first 
refused his consent, but after a turbulent session of three hours he was 
forced to relent. The distinctively theological features of the university 
disappeared almost immediately. · 

Sumner's attitude towards theology did not, however, extend to an 
attack on the traditional economics associated with it. In his opinion the 
doctrine of evolution supported a belief in the prevailing competitive 
order of property as the natural order; in competition nature provided 
for the survival of the fittest. Evolution was based on property and prop­
erty was still, as in the older theological tradition, "the condition of 
civilisation." 18 Thus Sumner and John Bates Clark were not essentially 
in disagreement. ''Recognizing the competitive struggle as the imperfect 
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agent of moral law," said Clark, "a man may participate in it without 
taint. The bad effects of the contest he does not need to suffer, and to the 
lower levels, where the golden calf worship is unhindered and blighting, 
he does ~ot need to descend. • • • He may buy, sell, and get gain, as 
well as giVe thanks and worship, with his eyes uplifted to the hills whence 
cometh his help." 11 Sumner could say the same thing by substituting 
Spencer's evolutionism for Clark's belief in the unseen hand. 

Sumner especially appreciated Spencer's "laissez faire attitude and dis­
trust of socialistic tendencies." 20 In 1884 Sumner issued a completely· 
dogmatic and uncompromising presentation of the belief in property in 
What Social Classes Owe to One Another. One reviewer, Lester Frank 
\Vard, wrote that "the whole book is based on the fundamental error 
that the favours of this world are distributed entirely according to merit. 
Poverty is only a proof of indolence and vice. Wealth simply shows 
the industry and virtue of the possessor!, "The labouring class and 'the 
poor' in general • • • are regarded as sheer intruders and cumberers of 
the earth." 21 · 

Certain large industrialists, however, considered ·sumner unsound be­
cause of his adherence to the formerly orthodox position that free trade 
is good for business and that protectionism is a violation of natural hb­
erty. Although in general businessmen highly respected him, the pro­
tectionists among them carried their animosity to such lengths as to 
attempt to deprive him of his chair. Sumner believed that protectionism 
opened the road to socialism and a destruction of private property. In 
the classroom, in the press, and on the public platform he bitterly de­
nounced the tariff of 1883. He declared that the protective tariff created 
a "vested interest" and constituted the greatest piece of "jobbery" ever 
perpetrated on the "forgotten man," who typified the lo~er middle class. 
It results "in delivering every man over to be plundered by his neigh­
bour and in teaching him to believe it is a good thing for him and his 
country because he may take his turn at plundering the rest." 22 

Another controversial problem was raised by the statement in the 
Treasury report of 1883 that "according to present estimates all bonds 
payable at the pleasure of the government would be redeemed before 
June 30, 18 8 7 .'' In less than three years an annual surplus of $8 S ,OCXJ,OOO 
or more was expected unless taxes were radically reduced or the remainder 
of the national debt purchased at great disad~tage. A controversy arose 
over the question of disposing of the prospective surpl~. One gro~p held 
that it should be distributed among the states, declanng that th1s plan 
had been successfully followed in a similar situation in 1837. Sumner 
maintained, however, that surpluses were a curse and asserted that the 
surplus revenue of 1837 had not only been squandered by the states but 
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had given rise· to the panic of that year. The topic became so important 
that it was the first of a list of subjects open to all the students for the 
annual John A. Porter prize of $250 for the "best English essay." Those 
who chose the topic were to investigate "the history and theory of the 
distribution, the use made of the funds by the states, and deduce the in­
ferences to be drawn as to the political and economic effects of such a 
proceeding." 23 

· Veblen was in serious need of money to pay his debts. He entered the 
contest at the last moment and was forced to write his essay hurriedly, 
but he won the contest over such able men as Edward G. Bourne. The 
Northfield News reported his success and closed with a comment which 
was not without ironic effect: "The friends of Carleton can well feel de­
lighted at this victory of one of her sons, and it speaks volumes for the 
college." Sumner thought so highly of Veblen's essay that he suggested 
that Veblen use it for a doctoral dissertation. But Veblen was still pri­
marily interested in philosophy and, doing most of his work in that field, 
he was thrown into close contact with Porter, who was also editor-in-chief 
for the revised editions of Webster's dictionary. William James de-

. scribed Porter about this time as one "possessed of great decision and 
obstinacy," but he declared that "there is no sort of human being who 
does not immediately feel himself entirely at home in his company." 24 

Porter thought highly of Veblen, not only for his command of German 
but also for his abilities as a metaphysician and student of morals. They 
so often took walks together to discuss philosophical questions that stu­
dents referred to Veblen as "Porter's chum." In the classes the students 
noticed that Porter regarded Veblen as far above the others intellectually. 
Veblen alone, it seemed, could respond adequately to Porter's questions. 
They "dimly sensed that Veblen was able to get the meaning of them." 
In a class for the discussion of Kant's difficult Critique of Pure Reason 
Veblen and Henderson were the only two students to remain after a few . 
sessions. 

Veblen was intent on finding out "why we need not believe in God" and 
spent two years in the task, writing his dissertation on "Ethical Grounds 
of a Doctrine of Retribution." In this inquiry Veblen seems thoroughly 
to have examined Spencer and Kant. 

Spencer's Data of Ethics was discussed by Veblen in Porter's class in 
Ethics. Spencer's ethics was considered to be naturalistic as distinct from 
theological, and in reference to his influence McCosh had said: "What 
are we to do with our reading youth entering on life who are told in 
scientific lectures and journals that the old sanctions of morality are all 
undermined?" 25 Spencer, to be sure, frankly advocated a greater reliance 
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on self-interest than on revelation, but his system was not essentially dif­
ferent from the common-sense utilitarian ethics. 

According to Spencer, conduct, no matter how it is viewed, is a necessary 
adjustment to the circumstances of nature, and man therefore evolves 
inevitably into the perfect type demanded by the perfect society of free 
c?ntract. From the physical point of view conduct is a "moving equi-. 
hbrium." From the biological point of view it is a ''balance of functions. 
• • • The several functions in their kinds, amounts, combinations, are 
adjusted to the several activities which maintain and constitute complete , 
life; and to be so adjusted is to have reached the goal towards which the 
evolution of conduct continually tends. Of necessity during the evolution 
of organic life, pleasures have become the concomitants, the normal 
amounts of functions, while pains have become the concomitants of ex­
cesses and defects of functions." From the psychological point of view 
"the normal working of the pleasures and pains become incentives and 
deterrents so adjusted in their strength to their needs that the moral con­
duct will be the natural conduct." The sense of "proprietary right" be­
comes clear, as there inevitably arises a "sufficient intellectual power to 
make inductions from these experiences, followed by a sufficient massing 
of individual inductions into a public and traditional induction impressed 
on each generation as it grows up." The fundamental moral intuitions 
were "originally the result of personal experience of utility," but are now 
habitual, as a result of the "hereditary experience" or "inherited associa-
tion." · 

By some, even among the hedonists, the "hedonistic calculation" was 
felt to require qualification. Henry Sidgwick contended that the funda­
mental paradox of hedonism is that the impulse towards pleasure if too 
predominant defeats its own aim. The greatest pleasure is to be obtained 
by forgetting about pleasure as the end of action. But Spencer declared 
that this fundamental paradox is resolved if one recognises that the 
"pleasures of pursuit are much more those derived from the efficient use 
of means than those derived from the end itself." By necessary adaptation 
the pleasure attending on . the use of means to achieve an end becomes 
itself an end. The use of the various means in due order constitutes an 
obligation. The means must be pursued for the!z' own sake as proximate 
ends in order to achieve individual and thus sooal welfare. 

For example, "the trader, if asked wh~t is his main _end,~ ~y­
making money. He readily grants that achievement of this end IS desrred 
. . . by him in furtherance ~f ends bey~nd itt s~ch as t~e nee~ 
sities and comforts of life for himself and his farmly. But while admit­
ting that money is but a means to these ends, he urges that the money-
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getting actions precede in order of time and obligation, the various actions 
and concomitant pleasures subser-Ved by them; and he testifies to the fact 
that making money has become itself an end, and success in it a source o£ 
satisfaction, apart from these more distant ends." In further carrying out 
this moral necessity the trader occupies himself more and more with 
strictly pecuniary employments. "Leaving to subordinates the actual 
measuring out of goods and receiving of proceeds, he busies himself 
mainly with his general affairs-inquiries concerning markets, judgments 
of future prices, calculations, negotiations, correspondence; the anxiety 
from hour to hour being to do well each one of these things • • • condu­
cive to the making of profits." In this way he is able to discharge his duty 
to himself, his family, and to others. Strict attention to the pursuit of 
profits is a moral obligation and contributes to the community welfare. 
Thus the necessary means to the achievement of the greatest of all 
pleasures, the social equilibrium, is the observance of the law of justice, 
which is fulfilment of contract. This is the "ultimate principle of con­
duct," the universal basis of co-operation. Here then is conduct from the 
sociological point of view. 

Under the guidance of the increasing personal force of free contract 
egoism leads to altruism. "As civilisation advances and status passes into 
contract, there comes daily experience of the relation between the ad­
vantages enjoyed and labour given: the industrial system maintaining, 
through supply and demand, a due adjustment of the one to the other. 
And this growth of voluntary co-operation-this exchange of services un­
der agreement-has been necessarily accompanied by decrease of aggres­
sions one upon another, and increase of sympathy, leading to exchange of 
services beyond agreement." All deductions from this principle of justice 
are of the nature of "absolute truth." State interference with contract is 
a shielding of the inferior and therefore retards the "reaching of a higher 
life." 

Thus Spencer acknowledged a partial truth in the other ethical the· 
ories, particularly the theological and the intuitional. "If for the divine 
will supposed to be supernaturally revealed, we substitute the naturally 
revealed end towards which the Power manifested throughout Evolution 
works; then, since Evolution has been, and is still, working towards the 
highest life, it follows that conforming to those principles by which the 
highest life is achieved, is furthering that end." Porter, however, pointed 
out that the Ethics rested upon the argument of divinity against which 
Spencer was supposedly protesting. "The evolutionists draw more heavily 
than any school upon an assumed 'far-off divine event to which the whole 
creation moves.'" Spencer is not really a strict evolutionist for, "if there 
be such a goal" as Spencer foresees, "the conception of its nature and the 
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belief iri its truths cannot be the growth of the tendencies which it governs 
and controls, and out of which it is evolved. Neither the idea, nor the be­
lief in it, can precede; both must come after the fact." 26 

~v~n as Veblen was a~al~sing Spencer, theology was beginning to 
assimilate Spencer's evolutiorusm. Henry Drummond's Natural Law in 
the Spiritual World, backed by the Scottish aristocracy and published in 
1883, had been accepted by Calvinistic Scotland, and the American col­
leges were extending invitations to Drwilmond. According to Drum­
mond, "The 'one far-off divine event to which the whole creation moves' , 
is the • • • heart secret of creation. • • • To Science, defining it as a 
working principle, this mighty process of amelioration is simply E'()olu­
tion. To Christianity, discerning the end through the means, it is Redemp­
tion. These silent and patient processes, elaborating, eliminating, develop­
ing all from the first of time, conducting the evolution from millennium 
to millennium, with unaltering purpose and unfaltering power, are the 
early stages in the redemptive work-the unseen approach of that King­
dom whose strange mark is that it 'cometh without ol;>servation.' , Drum­
mond made the views of the leading social philosophers, such as Walter 
Bagehot and Spencer, support this submission to the existing scheme of 
things. Bagehot's popular Physics and Politics was a portrayal of the sup­
posedly progressive, natural disintegration of the "cake of custom" by 
which savage man is bound until the rational pecuniary animal of modern 
competitive life is achieved. Drummond asked: "What is the Physical 
Politic of Mr. Walter Bagehot but the extension ·of Natural Law to the 
Political World?" and "What is the Biological Sociology of Mr. Herbert 
Spencer but the application of Natural Law to the Social World?" Spen­
cer's results "are far from sterile-the application of Biology to Political 
Economy is already revolutionising the science." 

In his Elements of Moral Science Porter represented substantially the 
common-sense philosophy, with its utilitarian ethics and its apotheosis of 
the rights of property. Porter, Sumner, and Spencer were essentially of 
the same school, and the continuity of prevailing morals from Carleton 
to Yale was unbroken. But Veblen specialised in Kant and the post­
Kantians. 

Kant was of a different mould. His ethics was not hedonistic. As Porter 
explained it, Kant found "a faculty called the practical reason which pre­
sents to the will an authoritative judgment technically called the cate gori­
cal imperative., This moral imperative recogr:i~es ~at man i~ .an ~~ in 
himself not a means but it is not therefore uti11tar1an, for utilitar1an1sm 
is not ~oral. If acti;n is impelled or motivated by any consideration of 
happiness, even by the satisfaction which is to be derived from right ac­
tion, it is "thereby corrupted at the root, and ceases altogether to be 



so THORSTEIN VEBLEN 

morally good." 21 In other words, if the self-regarding or hedonistic mo­
tive be the guide to behaviour, then the behaviour is "pragmatic." The 
"categorical imperative," "the commands (law) of morality, are not to 
be confused with "the pragmatic sanctions or rules of skill, counsels of 
prudence., 28 Naturally Porter assailed the categorical imperative and 
upheld the pragmatic sanction under the name of the "hypothetical im· 
perative., u · 

Kant, the follower of Rousseau, was inspired with awe by two things: 
"the starry heavens above and the moral law within.'' In the language 
of a commentator, "The sublimity of the starry heavens and the im­
perative of the moral law are ever-present influences on the life of man; 
and they require for their apprehension no previous initiation through 
science and philosophy. The naked eye reveals .the former; of the latter 
all men are immediately aware. In their universal appeal they are of 
the very substance of human existence. Philosophy may avail to counter­
act the hindrances which prevent them from exercising their native in­
fluence: it cannot be a substitute for the inspiration which they alone 
can yield., Kant, who was not emotionally religious, "apostrophises Duty 
in sublime words, as the mainspring of action, even for God!" All of 
Kant's work was motivated by this attempt to ground morality. "The 
origin of the Critical Philosophy is in Morality-responsibility for ac­
tions., 80 

. Kant, like the common-sense philosophers, was started on his inquiry 
by an attempt to meet Hume's doubts as to the rationality of the causal 
principle, that is, the rationality of fundamental truths. But on the pro­
cedure of the Scottish philosophers Kant made the caustic comment "that 
a man shows his common sense by using it, not by appealing to it." 81 He 
attempted instead to investigate the first principles, or tJ priori truths, by 
reason alone. Kant's tJ priori principles are not primordial first truths but 
"relational functions • • • activities dynamically creative., They are "not 
subconscious ideas but non-conscious processes. They are not the sub­
merged content of experience, but its conditioning grounds." Primarily 
"they are never legitimately applicable as such to th~ deciphering of 
ultimate reality. While the principles of common sense are the very 
guarantees of absolute truth, Kant's tJ priori forms are merely brute con­
ditions of our experience." Kant was the first to state effectively "as the 
supreme principle in the development of all knowledge ••• the activity 
of the experient subject itself." Truth to Kant "is only in experience," 
and "all cognition of things merely from pure understanding or pure 
reason only is nothing but sheer illusion." Truth is grounded in activity, 
not in eternity. The "Ideas" of "Soul," "Freedom," "God" are "utterly 
incapable as well of positive as of negative proof and are therefore 
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relegated to the sphere of practical philosophy." Knowledge and morals 
are not to be confounded. 3 2 • 

The common-sense philosophers were up in arms against Kant. 
!\1cCosh, who gave some lectures at Yale during Veblen's residence, 
bitterly denounced this atheistic philosophy with its denial that "truth 
shines in its own light.'' To the followers of common sense, truth was 
"immutable and eternal" and they could have no tolerance for a philos­
ophy which taught that the "constitution o"f th~ mind" might conceivably 
change and "with it the nature of knowledge itself." 83 . , 

In The Journal of Speculative Philosophy, the leading philosophical 
periodical of the day, Veblen published an article on The Critique of 
Judgment, which as yet had not been translated. One of the outstanding 
Hegelians, Professor George Howison, considered Veblen's article a 
highly competent piece of work. Veblen held that The Critique of Judg­
ment is an attempt to mediate between the outcome of the Critique of 
Pure Reason, "which is the notion of strict determinism, according to 
natural law, in the world," and the Critique of Pr~tical Reason, "which 
is the notion of freedom in the person," "i~ order to free activity." 

If an agent is to be capable of exercising a "causality on things," the 
''know ledge furnished by experience is not sufficient. Simple experience 
. • . • cannot forecast the future. Experience can, at the best, give what 
is or what has been, but cannot say what is to be. It gives data only, and 
data never go into the future unaided and of their own accord. Data do 
not tell what the effect of action will be, except as we are able to judge 
the future by the help of the data given. Judgment must come in, if 
experience is to be of any use, and morality anything more than a dream. 
The power of judgment, or of reasoning, must mediate between theoreti­
cal knowledge and moral action, and the kind of judgment required is 
inductive reasoning." In this very solemn journal Veblen characteristically 
commented that "All this is simple enough. It is so simple and is so 
obvious that it is difficult to see it until it has been pointed out, and after 
it has been pointed out it seems to have been U!lllecessary to speak of it." 

Kant, according to Veblen, considered this "power of inductive reason­
ing'' indispensable for morality, but Ve~len, sho~g the influence of 
Peirce maintained that it "is no less indispensable m every other part 
of pracicallife. Today any attempt, in any science, which does not furnish 
us an induction is counted good for nothing." No recourse need be made 
to the unseen hand. "A knowledge of the teleological end of a given 
thing, or the purpose of an acti~n or e~ent as considered from t~e stand­
point of the economy of the uruverse, IS not absolutely necessary m order 
to human life. In truth, a knowledge of ultimate particular ends and 
purposes is of no use whatever in the affairs of everyday life; and, there-
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fore, the principle of teleology, as being the principle of conscious purpose 
in the world, is not indispensable in order to such knowledge of things 
as is required by the exigencies of life. The knowledge we need and use 
can be got, and got in sufficient completeness for all purposes of utility, 
without any appeal to, or aid from, the developed principle of finality." 

The principle of inductive reasoning is a "principle of search," which 
as a "guiding principle" becomes the "requirement of adaptation or 
totality in our knowledge." But this principle does not "give us any new 
data" nor "tell us anything new about the data we have." It simply 
"guides us in guessing about the given data, and then leaves it to ex­
perience to credit or discredit our guesses." Under this working or regu­
lative principle the "mind has no alternative but to reflect and reflect on 
the material given it, and make the most it can out of it in the way of a 
systematic whole; and the requirement of adaptation points out the direc­
tion which its search must take. One consequence of this is that the search 
is never ended, as from the nature of the case, the requirement can never 
be fulfilled. As soon as a result is obtained by the process of induction, 
that result becomes, for the purposes of the question in hand, a fact of 
empirical knowledge, and therefore acquires the character not of a com­
pleted whole, but of an isolated and disconnected datum. As fast as one 
step of induction is completed it becomes a means to another step, which 
must inevitably follow it." "Yet, singular as it might seem," Veblen 
said in conclusion, "hardly any part of our knowledge except that got 
by induction is of any immediate use for practical purposes. For by in­
duction alone can we reduce things to system and connexion, and so bring 
particular things and events under definite laws of interaction; there­
fore by induction alone can we get such knowledge as will enable us to 
forecast the future ••• to tell what will take place under given circum­
stances and as the result of given actions," and such knowledge "is the 
only knowledge which can serve as a guide in practical life, whether 
moral or otherwise." 

Both the doctrine of final causes and Spencer's evolutionism, with its 
insistence upon nature's tendency to evolve into the unmitigated system 
of free contract, were subjected to vigorous challenge by Darwinian 
Kantianism. Friedrich Lange, who began the revival of Kant with his 
classic History of Materialism, sharply assailed all those who, in spite 
of modern science, still clung to "anthropomorphic teleology." "It can 
now ••• be no longer doubted that nature proceeds in a way which 
has no similarity with human purposefulness; that her most essential 
means is such that, measured by the standard of human understanding, 
it can only be compared with the blindest chance. On this point we need 
wait for no future proof; the facts speak so plainly and in the most various 
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prov_in~es of n~ture so unani,mously, that no view ~f things is henceforth 
admissible which contradicts these facts and their necessary meaning." 
He denounced the "rationalistic teleology" of political economy, with its 
insi~~ence on harmony of interests. Based as it is on "dogmatic egoism," 
pohttcal economy has no room for moral motives unless it admits an 
inconsistency. It attempts "to show that the progress produced by the' 
restless struggle of Egoism always to some extent improves the position 
of the most depressed strata of the popwatio!l, and here is forgotten 
the importance of that comparison with others which plays so great a 
part among the rich." This emulation or desire to surpass others "is 
capable of increasing ad infinitum, without anything being gained for 
the well-being of anyone concerned that is not lost to the others. The 
commercial and industrial statistics of most countries show irrefutably 
that an enormous development of power and wealth is taking place, 
while the circumstances of the labouring class show no decided advance, 
and without the haste and greed of acquisition in the propertied cla_sses 
being in the slightest degree moderated." Since t4ese egoistic feelings 
have been "developed into a system of daily life," "they exert their in­
fluence even upon those who personally are not without noble impulses.". 
It was a case of what another Darwinian Kantian, Hans Vaihinger, was 
calling the "Law of .. the Preponderance of the Means over the End." 
"It is a universal phenomenon of nature that means which serve a purpose 
often undergo a more complete development than is necessary for the· 
attainment of their purpose." 34 · 

Veblen worked not only with Sumner and Porter, but also with the 
philosopher and psychologist, the Reverend George Trumbull Ladd. 
In order to combat materialism Ladd. had. become interested in the rela­
tionship between the nervous system and mental phenomena, and he 
engaged in experimental work in the laboratory. He was determined 
to protect the soul against the "experimental psychology'' of the continent, 
which was substantially the profane associational psychology. Like other 
common-sense philosophers, Ladd maintained the supremacy of final 
causes. Science, say many investigators, has 'no need of final causes but 
deals "only with the facts and the working causes out of which spring 
the facts." Ladd held, however, that "thought and will combining and 
using efficient causes as means to secure results are everywhere mani­
fested." u Veblen never expressed a high opinion of Ladd, but he spoke 
of him to Andrew Veblen in such a way that it impressed the latter as of 
importance that Veblen worked under him. · 

Veblen translated for Ladd a volume of the lectures of Ladd's teacher, 
Hermann Lotze, who belonged to the Kantian tradition and was con­
sidered the outstanding metaphysician of the latter half·of the nineteenth 
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century. This volume seems to have been the Outlines of Metaphysics. 
Lotze, who was both a doctor of philosophy and a doctor of medicine, 
maintained that psychology was a mechanical science of nature and that 
the uniqueness of organic life was not to be explained by appeal to a 
mystical vital force, as was done by the romantics and Spencer, but by 

· a "demonstration of the definite and regular manner in which the uni· 
versa! forces of nature work in organisms." This demonstration of the 
mechanical interconnection of nature will lead to the postulate that ideal 
principles are the basis of the materialistic conception, that is, the "highest 
Idea" realizes itself in "mechanism" as the means or "way of behav· 
iour." •• Lest Lotze be construed as one of "the so-called scientific rna· 
terialists" and a supporter of pantheism, Ladd informed his readers in 
the preface of the Outlines of Metaphysics that "the disciples of Lotze­
should he make any among us-would become uncommonly at their 
ease concerning the ultimate result upon our fundamental faiths and 
aspirations, of materialistic science and destructive criticism." 

Besides the papers he had written, Veblen had excellent letters of 
recommendation to help him in securing a position. Clark wrote: "I take 
great pleasure in certifying that Mr. T.B. Veblen was during his con· 
nexion with Carleton College, a student of remarkable diligence, ability, 
and success; and the work which he accomplishe~ in studies taught by 
me led me to entertain the hope that he would become not merely a 
successful teacher, but an earnest and successful investigator, especially 
in Philosophy and Political Economy." President Porter wrote: "It is 
with great pleasure that I certify that Mr. Thorstein Veblen, B.A., Carle· 
ton College, 18 So, Ph.D., Yale College, 18 84, has been a student in 
the Graduate Department in this college for 2 ~ years and for the most 
of the time under my immediate instruction. He has prosecuted special 
studies in Political and Social Science, and in Speculative Philosophy, · 
ethics, psychology, etc. I can give confident testimony to his faithfulness 
and the critical ability which he ·has evinced in all his studies. I have in 
all my experience had few pupils with whom I have had greater satisfac· 
tion or who have made more rapid or more satisfactory progress. He is 
also an excellent scholar in German and other languages. I can confi. 
dently recommend him as a very accomplished scholar and a very able 
man who ought not to fail to occupy a commanding position in some 
higher seminary of learning." 

But even with this impressive array of evidence Veblen was not accept­
able at any institution. Whatever prospects he had with Sumner in political 
science were dissipated by the appointment of Arthur Twining Hadley 
as a tutor in 18 8 3· College teachers, especially those with philosophical in­
clinations, were still taken primarily from the ranks of the divinity stu· 
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dents. Even Johns Hopkins chose in that year as its permanent professor of 
psychology and philosophy a holder of a divinity degree, G. Stanley 
Hall, who declared in his opening lecture that "the new psychology ••• 
is ... Christian to its root and centre," and "the Bible is being slowly re­
revealed as man's greatest textbook in psychology-dealing with him 
. . • in all the larger relations· to nature and society-which has been 
so misappreciated simply because it is so deeply divine." 87 No faculty 
wanted a "N orskie," particularly one su5pected of agnostic leanings. 
Andrew Veblen had been unable to receive a permanent appointment at ' 
his old college;. Thorstein Veblen had even less of the necessary polish. 
The worldly wise Porter must have thought that Veblen's career was 
likely at best to be a stormy one, as he handed him a copy of La Morale, 
by the essentially common-sense philosopher Paul Janet, as a token of 
his esteem. Veblen went back a defeated man 'to the settlement from which 
he had twice departed to ponder further the problem of "responsibility 
for actions." 

As Veblen returned, such radical~ as William Gpdwin Moody were 
denouncing the great captains as "plutocratic highwaymen." Their seizure 
of the community's resources had resulted in a tremendous increase in 
industrial efficiency accomplishing the destruction instead of the welfare 
of the community. The academic economists were only the satellites of 
the captains of industry.88 Professor Laurence Laughlin, on the other 
hand, told the workingmen that "no one can . • • gain wealth except 
by sacrifice, exertion, and skill," and every man "has a right to enjoy the 
products of his exertion to the exclusion of everyone else." Instead of 
engaging in strikes and boycotts, trade unions should use their reserves 
for diffusing a better industrial education among their members. He 
told the community in general that every member of Congress who 
did not demand the repeal of the Bland Silver Act "to save the busi­
ness interests of the country ought to be defeated at the next election." 
In the light of the "almost constant struggle between ignorant legisla­
tion and our business prosperity, it becomes us all to know more of our 
present admirable banking methods." 88 



CHAPTER IV 

E
LLEN ROLFE said that the only change was that Veblen 

now spoke with a correct "a., But it was as a failure that he 
returned to a community where, according to a brother, "they 
had no use for the man who was satisfied to remain poor." Veb­

len claimed that he had come home to recover from the effects of a severe 
case of Eastern malaria which had swept the Atlantic coast in 1883. He 
attempted not only to convince everybody that he was a sick man, but 
also to persuade his family that they were all short-lived, tubercular, 
and physically run down. He was a nuisance to the hard-working children. 
His dieting necessitated special cooking, and he would take the driving 
horse and buggy just when they were needed on the farm. He would 
expound to the family the theory that they could not be successful busi­
.nessmen because they were not dishonest enough. It was parasitic to 
buy and sell. Manufacturing and agriculture were "more honest and 
honourable." Profits were "something stolen or unearned." It did not 
occur to him, one brother declared, that ''profits were largely wages 
for services rendered." They thought Veblen's theory was a boost for 
himself ·as belonging to a superior race of scholars "whose mentality 
made it unfit for such low dishonest occupations as business." 

His ~rothers were sceptical of his ill health. No one could discover 
precisely what ailed him and some thought that the best solution would 
be to force him to shift for himself. "He was lucky enough," said a 
brother, "to come out of a race and family who made of family loyalty 
and solidarity a religion. I must admit that I got somewhat disgusted 
with his loafing. Thorstein was the only loafer in a highly respectable 
community and he had hard work spending his time. He read and loafed, 
and the next day, he loafed and read." But, outwardly, Veblen appeared 
at ease. He retained his sense of humour, and people grew in the habit 
of laughing in anticipation even before he had spoken a word. 

Ellen Rolfe too had not found life easy. After graduation she had 
attempted high-school teaching with its heavy schedules, but after a 
few years she suffered a nervous breakdown and went to Colorado to 
recuperate. She and Veblen became engaged in 18 8 6, but the marriage 
had to wait. Veblen had no job and his thoroughgoing scepticism at times 
frightened Ellen. 

Veblen did try in his unaggressive manner to secure an income. He 
s6 
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did hack writing, and for a while he seems to have written for Eastern 
newspapers and magazines. He wrote what his brother called "experi­
mental articles," but apparently they remained in their experimental 
stage. He invented agricultural implements, but he was too late in 
patenting them. In the winter of 1885-1886 he visited Andrew Veblen 
at 0e University of Iowa, where there was a possibility of a position in 
ph1losophy, but eventually a Yale divinity student obtained it. It was 
not unnatural that to Ellen Rolfe he seemed to "lack initiative" and not 
to "know what he was for." 

He read everything he could possibly obtain, including books from 
the libraries of Lutheran ministers, novds, poetry, hymnbooks, as well 
as learned treatises. As one pile of books disappeared, he promptly secured 
another. For days all that one could see of him was the top of his head 
at the garret window. For intellectual companionship he had his remark­
ably keen father. He told Ellen Rolfe upon his return from Yale that 
he had never met his father's intellectual equal. When Veblen was 
puzzled over some economic problem, he would go QUt and follow along 
by his father's plough to talk it over with him. When the day's work 
was done, Thomas Veblen would leisurdy discuss abstruse topi~ with 
his son while they smoked. 

Often Veblen camped out in the woods for several days at a time and 
indulged his interest in botany. One of the few occasions on which he 
visited Carleton was due to his desire to show the instructor in botany 
his discovery of some giant puffballs. He became interested in the practi­
cal application of physics, but to Andrew Veblen his schemes seemed 
faulty or incomprehensible. According to John E. Veblen, he had rather 
impractical theories about running the farm, but "father would listen to 
him and be influenced to some extent." 

Veblen took an active interest in politics. Norwegian political clan­
nishness was still strong, and "fidelity to the Republican party" was 
"akin to religious duty'' in the settlements. Any dissenter was looked 
upon as a "backslider &om the true, established religion." 1 But in 1884 
Veblen, as a strong free-trader, supported the Democratic ticket headed 
by Clevdand, cautioning, however, ~at Cleveland would bear wat~­
ing on other issues. He persuaded h1s father and uncle to change therr 
party allegiance and, controlling thereby three of the four votes cast 
in the precinct, carried it for Cleveland. . 

Within the settlements the clergy contmued to fight among them­
selves and against any Norwegian who dared to challenge their control. 
They still admonished all g~od Lutherans that "St. Paul. more th~ 
eighteen hundred years ago wd that women ought to be subject to therr 
husbands in all things." 2 They still fought every attempt by the Yankees 
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to get Norwegian children into the public schools, insisting that "first 
of all, we have our duties to our God and to our souls • • • and then 
our duties to our race and to our native tongue." 1 A split occurred in 
the Veblen synod, and the dissenting faction took over St. Olaf school 
as a college to house its divinity school. Orson Veblen belonged to the 
rebellious group, but the other members of the family considered the 
whole matter a joke. During the controversy Veblen said to Ellen Rolfe's 
sister: ''Why believe in God? All it causes is worry." Nevertheless in 
1885 he was deeply moved when his favourite brother, Thomas, at the 
point of death, uttered the words: "1 am happy with the Host." The 
problem of religion was always with him and, according to a sister, formed 
the central topic of discussion with his father. Even though Veblen thought 
he had found out "why we need not believe in God," this favourite child 
of an "electrically religious" mother seems never to have been com­
pletely satisfied with his solution. 

The condition of the farmers seemed to be getting worse. The panic 
of 1884 had left its effects and the increasing efficiency of production 
and transportation helped to bring about an unprecedented decline in 

. the pr:ice of wheat. In 1 8 84 it was the lowest since 18 69 and had fallen 
approximately forty percent since 1881. Even a committee of the Min­
neapolis Board of Trade declared that there was "general dissatisfaction 
and complaint throughout the great wheat belt • • • and in many of 
the newer portions, impoverishment, bankruptcy, and general distress." 
The Northwest Farmers' Alliance rose to prominence, and there began 
another phase of the agrarian crusade against what the farmers considered 
the extortionate and discriminatory practices of the banks, milling com­
panies, elevators, and railroads. "How long," exclaimed a writer in The 
Pioneer Press in January 1886, "even with these cheap and wonderfully 
productive lands, can • • • any agricultural community pay such enor­
mous tribute to corporate organisations in times like these without final 
exhaustion?" 

The greatest "sinners" were still the railroad companies. Costs of al­
most everything had fallen considerably, but freight charges remained 
nearly the same as when wheat had brought half again'as much. Governor 
Hubbard in his annual message to the legislature in 18 8 5 stated that 
"from many points of the state one-half of the value of a bushel of wheat 
is taken for its transportation to Chicago, while from remote stations the 
freight and accompanying charges upon certain kinds and grades of 
grain almost amount to confiscation." One Alliance lecturer declared 
that "we the people" have given the railroad companies "thousands and 
thousands of acres of land" but that the companies were causing the 
ruin of the people. Hill said that he was willing to allow the state to 
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set any rates provided it guaranteed a return of six percent on the actual 
cost, but the farmers asserted that this interest would be a return on 
"capital stock never invested at all., 4 A Swedish newspaper declared that 
"our people, escaped from one slavery "only to become the slaves of 
one or another railroad company!' 5 Even at the St. Paul meeting in 
1886 of the ~ational Farmers Congress, composed of the more wealthy 
and conservative farmers, papers were read, asserting that the farmer 
v:·as repeatedly duped in pplitics and demariding stringent railway regula­
bon. 

In September 1886 a joint state convention of the Farmers' Allian~ 
and the Knights of Labor was held in St. Paul. Donnelly dictated the 
multifarious platform advocating measures in behalf of farmers and 
labourers. So strong was independent voting that for the first time since 
the Civil 'V ar the state sent a Democratic delegation· to Congress, and 
men of supposedly Alliance principles controlled the state legislature. 
In 18 8 7 the national meetings of both the Knights of Labor and the 
Alliance were held in Minneapolis. The Alliance ~e friendly exchanges 
with the Knights, and suggested that the goyernment should own one 
or more transcontinental lines as well as control the railway companies. 

A court suit was in progress against the great promoters of the Central 
Pacific, Southern Pacific, and numerous subsidiaries-Senator Stanford, 
Crocker, Hopkins, and Huntington. The suit was brought by the widow 
of their ablest assistant, General Coulton, on the ground that they had 
defrauded her of the general's gains in their promotions. The publica­
tion of the early correspondence of the promoters seemed to indicate 
corruption reaching the highest places of the nation in the course of 
manreuvres of competing promoters for great prizes. 

The government appointed the Pacific Railroad Commission to find 
why the Union Pacific and Central Pacific were unable to pay the interest 
on government bonds issued to the promoters for the building of the 
roads. The manreuvres of the Union Pacific promoters had already been 
exposed in the spectacular Credit Mobilier.episode and in the ~ubsequent 
activities of Jay Gould. Testimony regarding the Central Pacific was to 
the effect that practically no funds had been supplied by the promoters, 
that tremendous increases in capital structure and other profits through 
subsidiaries, contracting companies, and similar deal~ had .gone to ~e. 
promoters. The Southern P~cific -~ revealed ~ an unp~al power m 
the 'Vest, making and breaking distx:cts and busmessm~, WI~ an elabo­
rate organisation for dealing with leg~slatures and other disturbmg forces. 
The government, however, continued t~ pay the. inter~t on th~ bonds. 8 

Senator Aldrich who believed that sooal salvation lay m the anstocracy 
of wealth and wh~ conceived society as an "economic hierarchy, directed 
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by the few great men or captains, strongly opposed an interstate com­
merce act, which, according to his biographer, sought to lessen the tyranny 
of the railroads in the West. It was "sacrilege for the Western voters to 
question the right of the capitalistic East to heap high its hoard regardless 
of the cost to the country at large." ' 

The outstanding economists found no fault with the great managers. 
The work of these promoters, according to Simon Newcomb, "lay at 
the very basis of our civilisation." Newcomb declared through the press: 
"I think I have made it clear beyond a cavil that it was to your benefit 
and my benefit that Vanderbilt did not stop making money to become 
a steamboat hand, but that his grasping love for wealth prompted him 
to engage in managing steamboats and railways with such success that 
he accumulated more than a hundred millions." Since the railroad com­
panies lost money, they could not have charged unreasonable rates; they 
could not have been tyrannical in the light of the "great fact that not 
one person out of a hundred who reads these papers was ever consciously 
in jured by a railroad corporation or ever received anything but benefits 
from it." 1 Arthur Twining Hadley of Yale was in favour of controlling 
the railroad companies to the extent of preventing the ruinous competition 
between them which did not allow a return on the investment and which 
could continue for long periods in such large-scale enterprises. 

The inaeasing prevalence of strikes was creating a problem for the 
followers of the received tradition. In Illinois over a thousand strikes 
occurred.in 1886. The state militia were frequently called out. In Mil­
waukee they fired into a group of striking Polish workingmen; eight 
people were killed, and the strike leaders were given stiff jail sentences. 
The great strike on Jay Gould's Southwestern railroad system resulted 
in bloodshed, but in the eyes of Taussig of Harvard "the men were 
endeavouring to secure a share in management beyond that for which 
they were qualified. The slow and steady movement of society has evolved 
something like a military organisation. The rank and file are assigned 
their duties and their places by the captains of industry." 9 Newcomb 
held that any restriction of the great possessors of property must result 
in the disappearance of property and thus of civilisation. The workers 
were admonished that in joining unions they were giving up the "one 
natural right of humanity which the most heartless tyrant never dared 
to deny • • • that of every man to make an honest living in his own 
way, by any reputable pursuit he chooses to follow." The surrender of 
"individual liberty was not a whit better than an involuntary slavery." 
"Never was a tyrant, never was a public enemy, seldom was an invading 
army, engaged in greater cruelty" than that involved in a strike order. 
Labourers must realise that "our natural progress towards a healthy 
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social state is retarded by the prevalence of false theories which permeate 
society and control legislation." 10 Any economist who did not have 
essentially this attitude on the labour question was not a good economist. 
The conservative Henry Carter Adams was dismissed from Cornell in 
1886 because a report of an address on the "Labour Problem'' gave to 
an influential trustee the impression that he was "sapping the founda-
tions of our society." n . 

In far-off New York, George was making a stirring mayoralty cam­
paign. The Catholic hierarchy took a hand and Archbishop Corrigan . 
denounced the Single Tax and allied movements on the ground that 
they were directed against the right of property. Father McGlynn, a 
supporter of George, was excommunicated. George's political opponent, 
Abram S. Hewitt, declared that "the horrors of the French Revolution 
and the atrocities of the Commune offer conclusive proof of the dreadful 
consequences of doctrines which can only be enforced by revolution and 
bloodshed, even when reduced to practice by men of good intentions 
and blameless private life." 12 

In the stormy summer of 1886 came the Hafmarket bombing in 
Chicago, killing a number of policemen who were attempting to disperse 
a peaceful labour meeting. Chicago and the nation were thrown into 
a panic of fear and hatred. Seven anarchists were sentenced to death for 
the offence and one to life imprisonment, although there was not a shred 
of evidence to prove their guilt. The Commercial and Financial Chronicle 
demanded that they receive the same treatment as had the policemen~ 
"Their entire following will become convinced of the unsuitableness of 
America as a campaign-ground for Anarchists." 13 William Dean Howells, 
\Villiam l\1orris, and a host of liberals protested against what is today 
considered a judicial murder, but to little avail. The sentences of two of 
the seven were commuted to life imprisonment and one committed 
suicide. The only American of the condemned group, Albert R. Parsons, 
died pleading: "Oh, men of America, let the voice of the people be 
heard." u Around the scaffold crowds sang the "Marseillaise." 

The younger group of instructors in the social sciences were organising 
national societies. In I 8 84 Herbert Baxter Adams, now an Associate 
Professor, promoted the organisation of t?e Am~can !Ustorical ~~ci­
ation as a separate body from the Am;ncan Social. So~ce A~ooat1on, 
despite the protest of the latter's pr~~~t that soen,tific bodies ought 
not to be organised for narro~ speo~sa~on. Adams s colleague,. Ely, 
formed the American Econorruc Assooabon from the membership of 
the American Historical Association. J .B. Clark was made a vice-presi-
dent. 

Clark had just issued a volume of essays, The Philosophy of Wealth, 
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which was an expression of Spencerian thought. Each member of the 
social organism "exists and labours, not for himself but for the whole, 
and is dependent on the whole for remuneration. The individual • • • 
produces something, puts it into the circulating system of the organism," 
and obtains from it what "his being and growth require; he produces 
for the market and buys from the market. Every producer is serving 
the world, and the world is serving every consumer." On the basis of 
this harmony of interests the traditional emulatory propensity is again 
set forth as the motive for industrial and social progress, the "basis of 
economic law." The "desire for personal esteem" is a "universal and 
insatiable" want, for "all men value their standing in the community." 
It is a "mainspring for the energetic action necessary for the accumula­
tion of wealth"; it "sets for each class a standard of living, and prompts 
them ••• to maintain it." It tends powerfully to better the condition 
of the poor, particularly as an important Malthusian influence in checking 
the number of labourers and thus preventing their increased degrada­
tion; "it is a chief incentive to the prodigal expenditures of the very 
wealthy" and "impels to the accumulation" necessary for large expendi­
tures; "it creates a limitless market" for decorative articles and thus 
helps to maintain a "stable value for the precious metals, which are 
the basis of currency"; it "is the basis of fashion" and thus dominates the 
production of goods into which an ":esthetic element enters"; it "elevates 
the general conduct of society towards the standard set by its best mem­
bers. • • • Mercantile honour has its roots in genuine morality; but 
its visible effects are multiplied by the love of personal esteem." This 
desire co-operates with virtue where virtue "exists in full measure. The 
benevolence which founds colleges and hospitals is called out, in part, 
by their monument-making character. There is much in the name of a 
public institution." Yet this philanthropy "is not more assisted by this 
worthy love of esteem than is the virtue which guards men from con­
tamination .during the process of acquiring fortunes." The "love of 
esteem, that universal and not unworthy vanity," creates a "highly 
expansive market for whatever acts as a badge of social caste" and classes 
are founded on "differences of social function, and accompanied by real 
differences in the individual." In an article on "Christianity and Modern 
Economics" Clark explained that this underlying harmonious arrange­
ment is obscured by the fact that "the things ••• seen are strikes, 
lockouts, and class antagonism; those • • • not seen are new principles 
of business life, and the moderating of the cruder forms of self-seeking. 
The surface phenomena are misleading, and seem to the superficial view, 
to mean rather the unchaining of demons than the ushering in of God's 
kingdom in the industrial world." 
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Ely, secretary of the American Economic Association, was incensed 
when a r~vie~er of his Labor Movement in America, using the initials 
N .M.B., 1m plied that the book favoured the "abolition of private proJr 
erty; in other words, the socialistic programme." ''While I would not 
reproach N.M.B. with malevolence," said Ely, "I do bring against him 
the charge of culpable negligence •••• N.M.B. is not the only one 
who exhibits gross carelessness in reviews." "The truth is, I point out 
ma~y causes for the evils of present society, as intemperance, imperfect 
ethxcal development of man ••. unchastity, ignorance of the simplest. 
laws of political economy, extravagance, and in fact 'the wickedness of 
human nature.' " 15 

The textbook of the new association's first president, General Francis 
A. Walker, President of the Massachusetts Institute of Technology, 
succeeded that of Wayland as the most popular in the country. It pre­
sented clearly the theory that the captain of industry, as distinct from the 
capitalist, is the great engine of industrial progress; his income, termed 
profits, is in the nature of rent paid for his efficiency as master of the 
industrial process. Labour obtains by "purely natUral laws" whatever 
its efficiency and productivity deserve, and consequently the activities 
of labour organisations are denounced. By virtue of the requirements 
of large-scale production, industry tends not towards democracy, but 
towards the mastership of the captain of industry. But "the American 
well knows that there is neither hardship nor indignity in working for 
another man, in his shop, at his task, with his tools, on his terms. • • • 
He knows that for himself and his children the way is open clear up 
to the top." Henry George and his single tax are disposed of with the 
announcement, "I will not insult my readers by discussing a project 
so steeped in infamy." Usury laws, as well as proposals such as those 
of the single-taxers, are classified as "invidious treatment of the land- . 
lord and capitalist." Designed to confiscate the dues of these groups 
for the benefit of other classes, their result is a restriction of production. 
Decencies, those items prescribed by public opinion and composing the 
standard of living, are the most effective motive for producing wealth 
or for checking an increase· of population beyond the point of the highest 
per capita production. Walker admitted, however, that ''We need a 
new Adam Smith, or another Hume, to write the economics of con­
sumption in which would be foW?-d the real Dyn~mics of ~ealth;. to 
trace to their effects upon production the forces whxch are set m motion 
by the uses made of wealth; to show how certain forms. of consum~tio? 
clear the mind, strengthen the hand ~d elevate .the axms of the mdi­
vidual economic agent, while promob?~ that social order and mutual 
confidence which are favourable conditions for the complete develoJr 
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ment and harmonious action of the industrial system; how other forms 
of consumption debase and debauch man as an economic agent, and 
introduce disorder and waste into the complicated mechanism of the 
productive agencies. Here is the opportunity for some great moral 
philosopher, strictly confining himself to the study of the economic 
effects of these causes, denying himself all regard to purely ethical, 
political, or theological considerations, to write what shall be the most 
important chapter of political economy, now, alas, almost a blank." 

Those who refused to join the association-including Laughlin, 
Sumner, Taussig, Hadley-were known as the "Old School," while 
the association members called themselves the "New School." Laughlin, 
like many of the older men, refused to join the association because he 
thought it socialistically inclined. He declared that principles of eco­
nomics are "expressions of Christian. truth,"· that social and economic 
disturbances are due to the foreigners coming from European revolu­
tionary resorts. "Socialistic teaching strikes at the root of individuality 
and independent character, and lowers the self-respect of men who ought 
to be taught self-reliance." 18 Walker, too, in his first presidential 
address, blamed the serious disturbances in the economic system on the 
~'foreign elements." Some of the leading spirits of the association, such 
as E.J. James, favoured a protective tariff and the restoration of the 
silver standard as a tonic for depressed business. Laughlin disagreed 
and asserted that the demonetisation of silver was not responsible for 
the fall of prices, ~hat prices are determined more by credit, which had 
made business a refined system of barter, and that the restoration of 
the silver standard would threaten all business prosperity. Such action 
would be tampering with a complicated mechanism. 

Sumner described society "as an organism • • • as the domain of 
activities so great that they should appal anyone who dares to inter­
fere with them; of instincts so delicate and self-preservative that it 
should be only· infinite delight to the wisest man to see them come into 
play, and his sufficient glory to give them a little intelligent assistance." 
Thus the proper way to deal with the great problem of distribution 
"is to leave it to free contract under the play of natural laws." 17 

The New School debated with the Old School, but with the New 
School claiming such orthodox English economists as Alfred Marshall 
and Stanley Jevons the differences between the two camps were not clear. 
Ely claimed that the activity of the New School was of "international im-

. portance" but included the work of Laughlin and Hadley as within the 
school. Taussig wrote a letter to Science in 1886 complaining that "there is 
a tendency in the new school to claim for itself perhaps an undue share 
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of credit for the advances in economic thought and economic teaching 
which have taken place in the last ten or fifteen years." 18 

The most radical thinker recognised in the social sciences, Lester Frank 
W:ard, did. not differ substantially from Spencer and the New School. 
H1s most Important work, The Dynamic Sociology or Applied Social 
Science as Based upon Statical Sociology and the Less Complex Sciences, 
was devoted to the "philosophy of human progress," or "meliorism." 
The slowness of progress has been due fo the blind working of evolu­
tion. What is needed is a diffusion of "a knowledge of the materials and, 
forces of nature," classified and systematised in a hierarchical order of 
sciences with sociology at the head. If the masses receive this education, 
"all things else will be added." 

His first and fundamental principle is that the "motive of all action 
is feeling," the satisfaction of desire, the leading characteristics of which 
are pleasure and pain. The satisfaction of desire results in the perform­
ance of those functions demanded by nature's aim-the maintenance and 
propagation of the race. Between the feelings of t~e individual and the 
function of nature, which in principle are antithetical, a "pre-established 
harmony" results, on pain of race extinction in the course of evolution. 
Action is merely a connecting link between feeling and function, the 
consequence of the former, the condition of the latter. Desire there­
fore is the great agent of civilisation, and fundamentally can lead to no 
perversion of human interests. Thus the "fundamental Jaw of human 
nature, and therefore of political economy, is that all men will, under 
all circumstances, seek their greatest gain." 

"The love of money is really the root of nearly all good in civilisa­
tion," but its development has been attended with some serious abuses, 
since "the sole object of human effort was to acquire," to achieve success. 
"The grand rivalry was for the object, not the method. The force of 
this may be increased, by the antithesis between getting and producing." 
But this urge towards acquisition, aided by the "principle of deception," 
shows superior intellect in circumventing nature and obtaining the means 
of existence. "The law of force . • • is an essential part of the law of 
acquisition" and "its method may be denominated. natural justice." It 
is the law of "social mechanics": the weaker must field to the stronger. 

Production is a "mode of acquisition," but Ward drew a distinction 
d h " . 'd d . , between production,· as such, an t e mere mc1 ents to pro uctlon, 

which are business or distributive pursuits. Such operations arouse "no 
great passion but that of avarice." The I?ental qua.lities. req~re,~ in 
mercantile operations "are of the most ordinary and mfer1or kind re-

ful uali " . "th d . quiring "no such merit, no such use q ty as m e pro uct10n 
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of the objects sold." It is unusual for a highly skilled artisan to accumulate 
a competency by attending strictly to his work, but "mere dealers" in 
his products become millionaires through "shrewd management." At 
the same time the poor mechanic is taught to look up to the wealthy 
merchant and banker as superior beings, with the result that production 
is reduced both in quality and quantity. War is "simply robbery on so 
large a scale that in the crude conceptions of men it arouses the senti· 
ment of honour," and priestcraft is one of the most successful modes 
of acquisition and one of the greatest drains upon production. Women 
are assumed to be the inferiors of men through the "prevalent incapacity 
to see the plainest facts • • • in any but a conventional light." The 
inequalities are due not to nature but to the. "barbarous conventional 
code" best expressed in marriage and women's dress, "which is the 
disgrace of civilisation." But the degradation· is fundamentally due to 
the "rational faculty in man," to his "superior mental power." The 
real check upon parasitic distributive activities and the subjection of 
women is education in the laws of social mechanics which by equalising 
intelligence prevents the illegitimate outcome of superior cunning and 
force. 

Veblen and Ellen Rolfe were married in 18 8 8 on the farm of Ellen's 
father at Stacyville, Iowa. The Veblen family were not enthusiastic 
about the match, but they hoped Ellen's money would make it possible 
for him to continue his scholarly career. Her family was not at all pleased. 
A daughter of one of the leading families of the Middle West was 
marrying an atheist, a shiftless son of a Norwegian immigrant. Her 
father said, upon hearing of the plans for marriage: "I fear any man 
who is not a Christian." The clerical President Strong of Carleton felt 
that, through Veblen, Ellen Rolfe had become an agnostic. Carleton • 
schoolmates and the faculty were dumbfounded. They could not under­
stand why a girl as brilliant as Ellen Rolfe would throw herself away 
on such a man as Thorstein Veblen. To many the marriage seemed the 
end of both careers. "Nellie and Thorstein are going to Stacyville to 
dig potatoes." 

The marriage was not altogether an outgrowth of the Carleton ro­
mance. Ellen wanted attentions which she thought to find in marriage, 
and to Veblen it offered a solution for his financial problems. Charles 
Rolfe had already made provision for his daughters, and it was planned 
to make Veblen an economist for the Santa Fe, of which William 
Barstow Strong was president. 

Shortly after the marriage, however, the company was involved in 
financial difficulties. The combination of increased dividends and fixed 
charges and the dead weight of new track, needless save for the purposes 
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of competition, proved fatal. Strong resigned in September 1889, ~d 
the roa~ was taken over by a committee of bankers, but The Railway 
Age praised ~trong for not having taken advantage of his opportunity 
to speculate m the company's securities. His removal had considerable 
effect upon Charles Rolfe and upon the Veblens. 

Life was not too dark, however, for Veblen and his wife. They de­
lighted in rural life, idling or working according to their mood. In 
remembrance of that time Ellen has said: "We had a cow; a horse and 
a buggy ..•• There was a river and a boat and the still unspoiled, 
woods where we botanised and held picnics winter and summer." Veblen 
had ample time to exercise his mechanical· aptitude, although he owned 
little equipment. People preferred to lend him instruments promptly 
rather than argue with this man of extraordinarily slow speech. He had 
as a companion his father-in-law's brother, Benjamin Franklin Rolfe, 
a doctor, participant in the California Gold Rush of '49, writer of no 
mean ability, mellow philosopher, and keen observer of mechanical 
processes. 

Although Veblen described Stacyville as "rotten," it provided subjects 
to occupy him and an audience to applaud him. He impressed his listeners 
at the village centres. Deliberate in his manner and apparently disin­
clined to put himself forward, he seemed, according to a local teacher, 
to be telling only a small part of a vast store of knowledge. He always 
succeeded in routing the leading intellectual light of the community, 
the village storekeeper, who was "continually· attempting to impress 
people with a supposedly .vast and unlimited knowledge, religious, 
political, and historical." When the 1ocal debating teams wanted in­
formation on such topics as "The Single Tax Theory" and the "Proper 
Relation of Labour and Capital," they went to Veblen. He gravely 
informed their representatives "that he was glad to know that they 
had taken these questions in charge because the human race had waited 
long enough for their solution." Ellen Rolfe stood by him staunchly. 
Her great service to her husband was to give him "the inestimable 
atmosphere of faith and love, refinement of feeling, assurance of his 
capacity to do, patience and silence while he w:nt a~out.doi~g it~ ma~g 
him feel a man, in other words." She gave him direction m this penod 
of indecision and floundering. · 

Veblen and Ellen returned to the study of Greek and Latin, appar- · 
ently with an idea of Veblen becoming a philologist, but his <?reek was 
not sufficient. His friend, Rasmus Anderson, brought out a revised trans­
lation of Snorri's Heimskringla; Veblen, in order to justify his existence 
to the family and neighbours, ~dertook ~o translate the Laxdcel~ Saga 
from the Icelandic, though to him such things were what men do when 
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they grow old.7' People were impressed, however, when Veblen's wife 
told them that he was the only one capable of this type of work. There 
were good reasons for undertaking the task of translation. The Saga 
was an ethnologtcal document, a competent "record of late-Pagan and 
early-Christian manners, customs, convictions and ideals among the 
Germanic peoples at large, but more particularly touching the Scandi­
navian and the English-speaking peoples at the point of their induction 
into their feudal and ecclesiastical status in early-Christian times." There 
would also be commercial advantages for the translation. Morris's poem, 
''The Lovers of Gudrun," is an adaptation from it, and Morris con­
sidered the saga "the grandest tale ••• ever .told." It was "the most 
romantic of all the sagas." 11 Veblen's translation, however, remained 
unpublished until 1925. No publisher was willing to print it without 
a guarantee, which Veblen was unable to give· even had such a condition 
been acceptable. 

The Veblens read together Edward Bellamy's sensational socialist 
Utopia, Looldn g Backward. "I believe that this was the turning-point in 
our lives," Ellen wrote, "because it so affected me." She thought her 
emphasis on this aspect of her husband's interests may have helped to 
turn the balance at that "critical period before his life work began." 

Unlike most Utopians and reformers, Bellamy believed not in fight­
ing monopolies or the machine process, but in making them the means 
o£ achieving the socialist state. In the days of petty trade and handicraft 
the competitive system may have worked passably well. No distinct cleav­
age existed between employers and employees since "a little capital or 
a new idea was enough to start a man in business for himself." Working­
men ·were constantly becoming employers. But the innumerable small 
enterprises had surrendered the field to aggregations of capital. "They 
belonged to a day of small things and were totally incompetent to the 
demands of an age of steam and telegraphs and the gigantic scale of its 
enterprises." The "restoration of the old system • • • if it were possible, 
might indeed bring back a greater equality of conditibns, with more 
dignity and freedom," but to restore the ideal order of small business 
would necessitate "returning to the day of stage coaches." Although the 
regime of the great trusts was oppressive, "even its victims, while they 
cursed it," admitted that because of its efficiency "the wealth of the world 
had increased at a rate before undreamed of." Early in the twentieth 
century, according to this Utopian history, "the evolution was completed 
by the final consolidation of the entire capital of the nation." 

It was beyond the comprehension of the inhabitants of Utopia why 
. Bellamy's contemporaries "came to entrust the business of providing for 
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the community to a class whose interest it was to starve it. ••• The 
wonder with us is, not that the world did not get rich under such a sys­
tem, but that it did not perish outright from want." The wastes of the 
"profits system" were enormous. Mistaken undertakings resulted in the 
failure of four out of five enterprises. "The field of industry was a battle· 
field" on which "mercy or quarter'' was unknown. To rise by the destruc­
tion of competitors "was an achievement which never failed to command 
popular admiration." Each businessman· worked "solely for his own 
maintenance at the expense of the community •••• If ... he at the, 
same time increased the aggregate wealth that was merely incidental. It 
was just as feasible and as common to increase one's private hoard by 
practices injurious to the general welfare." He would combine with 
those competitors he could not kill off to make "warfare upon the pub­
lic • • • by cornering the market. The day dream of the nineteenth­
century producer was to gain absolute control of the supply of some 
necessity of life, so that he might keep the public at the verge of starva­
tion and always command famine prices •••• This ••• is what was 
called a system of production •••• It [seems] a gteat deal more like a 
system of preventing production." · 

At all times there was idle labour and capital, and the Utopian asked:· 
"Could there conceivably be a more conclusive demonstration of the im­
becility of the system of private enterprise as a method for enriching 
a nation than the fact, that in an age of such general poverty and want 
of everything, capitalists had to throttle one another • • . · to invest their 
capital, and workmen rioted and burned because they could find no work 
to do?" In the very nature of the system depression was chronic. There 
were "two years of bad times to one of good." But the followers of the 
received economics ''after endless discussions" appeared to have reached 
the conclusion that there was no more possibility of preventing or con­
trolling these crises than ''if they had been drouths or hurricanes. It only 
remained to endure them as necessary evils." Instead of maintaining that 
labour should receive what it produced, Bellamy put forth an argument 
not usually made by reformers, that ev_ery person ought to obt~in the 
same share. A man who can produce twtce as much as another wtth the 
same· effort ''instead of being rewarded for doing so, ought to be pun-
ished if he does not." 

In contrast to the existing system of business enterprise, Bellamy pic-
tured the Utopia of nationalised indus~ as ''the triumph of _common 
sense." No leisure class of property extsted, and consequently no com­
petitive emulation, no subjection of women, an? n? nec~i~ o~ fashions. 
There were no deceptions or unnecessary duplicatiOns ansmg m the sale 
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of goods, no separation of pecuniary symbols from the underlying indus­
trial realities, no chronic depression with idle capital and labour. All 
lived in comparative luxury. No change in human nature was required. 
"The conditions of life have changed and with them the motives of 
human action." Men were given honours for the efficient performance 
of work instead of greater incomes for competitive expenditures. These 
~suits were made possible by integrated organisation. "The effective­
ness of the working force of a nation, under the myriad-headed leader­
ship of private capital, even if the leaders were not mutual enemies, as 
compared with that which it attains under the single head, may be lik­
ened to the military efficiency of a mob, or a horde of barbarians with 
a thousand petty chiefs, as compared with that of a disciplined army un­
der one general." With the "perfect interworking" of "every wheel and 
every hand" all the "processes interlock" so that the different industries 
could not get "out of step with one another and out of relation with the 
demand." 

Looking Baekward helped to revive socialism after the blow it had 
received from the Haymarket episode. It was the book of the hour, and 
in a short time a million copies were sold. It may have been a tenth­
rate book from the standpoint of consistency of argument, but it caught 
the prevailing discontent. The newspaper of the Farmers' ~lliance of­
fered a copy of Looking Backward and a subscription to the paper for 
$1.2 5, and the book's teachings were spread far and wide among the 
farmers through the circulating libraries of the Alliance locals. Men of 
letters suCh as Howells organized Bellamy clubs, and a political party, 
the Nationalist Party, was established to spread Bellamy's doctrines. A 
labour press association was organised and a magazine published by Bel­
lamy's followers. 

Other Utopias began to appear in the wake of Looking Backward's 
popularity, notably Ignatius Donnelly's Ctesar's Column, and News from 
Nowhere, by William Morris, the leader of English socialism. These, 
however, blamed a good part of the world's ills on the machine and of­
fered a handicraft society as the solution. "The refined rusticity of News 
from Nowhere;' wrote the official biographer of Morris, "is in studied 
contrast to the apotheosis of machinery and the glorification of the life 
of large towns in Looking Backward." Morris believed that "individual 
men cannot shuflle off the business of life on the shoulders of an abstrac­
tion called the state, but must deal with it in conscious association with 
each other." But he felt that the success of Bellamy's book was a "straw, 
to show which way the wind blows." Morris attempted, in fact, to sup­
ply an element that Bellamy badly needed. Bellamy had considerable 
difficulty in discerning "some incentive to labour to replace the fear of 
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starvation which is, at present, our only one." Morris declared that "it 
cannot be too often repeated that the true incentive to useful and happy 
labour is, and must be, pleasure in the work itself." 20 

Bellamy's views found scant sympathy from the spokesmen of re­
ceived economics. Walker delivered before the Providence Economics 
Club a bitter speech on "Mr. Bellamy and the New Nationalist Party," 
which was published in the Atlantic Monthly. "No epithet short of. 
'wolfish' will fully satisfy [Bellamy] in application to that state of so­
ciety in which all of us live, and which most of us cordially support,. 
though always in the hope of steady improvement and progressive ameli­
oration." Bellamy might put the demand for equal distribution "on high· 
ethical grounds" but it "involves the grossest violation to common hon­
esty, as every plain man understands it. • • • One of the dangers. of 
transcendental reasoning about rights and morals [is] that the finest of 
sentiments are often found in close proximity to the baldest of rascal­
ity." \Vithout unequal distribution of wealth "retrogression and re­
lapse" must result. "It is only by the distinction of some that the gen­
eral character of the mass is to be raised." Walker considered a man "very 
shallow in his observation of the facts of life, and utterly lacking in the 
biological sense, who fails to discern· in competition the force to which 
it is mainly,due that mankind have risen from stage to stage, in intellec­
tual, moral, and physical power." The ills of society obviously were in 
no way to be attributed to the money economy, to the businessman's 
control. "The fact is, that many soft-hearted persons are eareless to the 
point of absolute dishonesty in charging upon the existing social organisa­
tion things which are the proper effects of the constitution of nature on 
the one hand, or of human wilfulness on the other." Injuries might be 
an "unavoidable. incident" of technological improvement. The system 
of free contract was the ideal order because no man was under pressure 
to accept the terms. . 

Bellamy's answer to an attack by Emile de Laveleye carried the argu­
ment to a questioning of the natural right of property in any form. "All 
that man produces today more than did his cave-dwelling ancestor, he 
produces by virtue of the accumulated achievements, inventions, and im­
provements of the intervening generations, together with the social and 
industrial machinery which is their legacy •••• Nine hundred and 
ninety-nine parts out of a thousand of every man's pr~u~ are the result 
of his social inheritance and environment. The remammg part would 
probably be a liberal estimate of what by 'sacred jus?ce' could_ be allotted 
him as 'his product, his entire product, and nothmg but h1s product.' 
• • • The human heritage must, therefore~ be c?~, and ~ only 
be construed as an estate in common, essentially mdiVlSlble, to which all 
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human beings are equal heirs. Hitherto the community and equality of 
rights have been disregarded, the heirs being left to scramble and fight 
for what they could individually get and keep." 21 

The national scene was growing no less stormy. In Minnesota, Don­
nelly, as state lecturer, turned his efforts to building up the Farmers' 
Alliance and was nominated for governor on the Union Labor ticket. 
At the first constitutional convention in the Dakotas , the Alliance men 
protested against the proposed constitution drawn up by Villard, presi­
dent of the Northern Pacific, and it was rejected as a "piece of unwar· 
ranted outside intermeddling." 22 Charges were made that Kansas was 
controlled by the Santa Fe, Nebraska by the Union Pacific and Burling­
ton, and Minnesota by the Great Northern. 

Speaking before the Chicago Nationalists in 1889, Henry Demarest 
Uoyd declared: "I can hear the coming notes of a glorious music. The 
song that was sung for the slave is being taken up for the workingman. 
We are coming, Father Abraham, nine hundred thousand strong." 
Through the press, Lloyd broadcasted to the nation "the Strike of Mil­
lionaires against Miners" in the coal struggle at·Spring Valley, Illinois. 
He related how "the gentlemen of many millions, sitting under bril­
liantly illuminated Christmas trees in joyous mansions in Chicago, Erie, 
St. Paul, New York, by a click of the telegraph, made a present of mid­
winter disemployment to one-third of 'their' town," and threatened to 
keep the mines closed if necessary "until the grass grew in the streets." 
It was a conspiracy to "buy brothers below cost." The increasing prac· 
tice of using Pinkertons as strikebreakers was bitterly attacked by lib­
erals.23 "\Vhy is it," exclaimed Palmer, in his campaign for governor 
·of Illinois, "that the state has become an object of such contempt that 
standing armies are raised in its midst ••• that private men may or· 
ganise soldiers in. the State, hirelings to go with their Winchesters and 
overawe the people?" 24 

Then in 1890 came what has been called "the most thrilling event 
ever known in the West." Alliance men deserted the old parties by the 
thousands. In Minnesota they elected Donnelly and enough other mem­
bers of the legislature to hold the balance of power. The success of the 
farmers in Kansas caused a New York editor to say: "We do not want 
any more states until we can civilise Kansas." 25 Mary Ellen Lease is 
reputed to have told the farmers that they should "raise less corn and 
more Hell." "The people are at bay, let the bloodhounds of money • • • 
beware." 28 

Walker, in his presidential address before the American Economic 
Association in 1 8 90, was disturbed over the fact that "our economists, 
as a body, should be able to do little in stemming the tide of socialism 
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which has set in so strongly of late." He recalled to his listeners that 
"our first duty is to see to it that this political and industrial experiment 
[the competitive order] does not fail." Once more he bitterly denounced 
the subversive views and influence of Bellamy and the Nationalist Party, 
and Henry George and the single-taxers. "The bounds of tradition, ·the 
barriers of authority have, for the time at· least, been swept away. Every­
thing once deemed settled in economic theory is audaciously challenged;, 
the most venerable and well approved of our institutions are rudely as­
sailed; ideas to which, but a few years ago, assent was given so general 
as to be practically unanimous, are now denounced and scoffed at upon 
public platforms and in the drawing-rooms of fashion. The ownership 
of land, individual enterprise in business, even the· system of private 
property are alike threatened." Nevertheless, Walker maintained: "1 
have little doubt that in due time, when these angry floods subside, the 
green land will emerge fairer and richer for the inundation, but not 
greatly altered in ·aspect or in shape." 

Veblen was a keen observer of the changing scene. "To live with him," 
said his wife, "was to have one of the best instructors of the time." He 
was reading at this time a curious assortment of books in economics­
David Ames Wells, Harriet Martineau, John Stuart Mill, Ferdinand Las-
salle, Cliffe Leslie, Spencer. · 

Wells's Recent Economic Changes described ·"the existence of a most 
curious and, in many respects unprecedented disturbance and depression 
of trade, commerce, and industry, which, first manifesting itself in a 
marked degree in 1873, has prevailed with fluctuations of intensity up 
to the present time ( 18 89) ." Wells, like Hadley, was disturbed by the 
fact that the nature of large-scale enterprise in competitive society was 
making it possible for enterprises to continue even when prices were not 
normal-when they were not sufficient to cover cost of production and 
a fair profit. "Examples are familiar of joint stock companies that have 
made no profit and paid no dividends for years, and yet continue active 
operations." Wells then made the statement which Laughlin considered 
as the one blemish on Wells's scientific record: "Under such circum­
stances industrial over-production-manifesting itself in excessive com­
petition to effect sales, and a reduction of prices below the cost of pro­
duction-may become chronic." Wells agreed with Bellamy that the only 
possible solution was combination. But Wells, who had edited a volume 
of Frederic Bastiat's essays and had received the praise of Newcomb, had 
no doubt about the beneficence of the system of free contract. Although 
there had been disagreeable accompaniments to the vast industrial 
changes, he felt that on the whole considerable pr~gress ha~ taken place. 
In the long run the disturbing features would disappear m accordance 
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with the principles of received economics. "The phenomena of the over­
production, or unremunerative supply at current market prices, of certain 
staple commodities, although for the time being often a matter of diffi­
culty and the occasion of serious industrial and commercial disturbances, 
are also certain, in each specific instance, to sooner or later disappear in 
virtue of the influence of what may be regarded as economic axioms." 

In Harriet Martineau's Illustrations of Political Economy, written in 
the thirties, the orthodox principles were illustrated by the use of ro­
mantic tales. "Even the apostles of orthodox political economy, like John 
Stuart Mill, shivered as they watched Harriet translating each article 
of the Ricardian creed into terms of human experience with a fidelity 
that they found embarrassing." Mill was "obliged to agree that the Tales 
carried the doctrine [of laiJJez.-faire] to ridiculous lengths. 21 Sumner 
declared, however, that his conceptions of economics were all formed by 
these Illustrations, "which I read in my boyhood." 28 

Mill gave the economic axioms their usual expression. "Every re­
striction [of competition] is an evil, and every extension of it ••• is 
always an ultimate good." Political economy deals with man "solely as a 
being who desires to possess wealth," predicts only the phenomena of the 
social state resulting from the pursuit of wealth, and "makes entire ab­
straction of every other human passion or motive" except those two "per­
petually antagonising principles to the desire of wealth; namely, aversion 
to labour, and desire of the present enjoyment of costly indulgences." 29 

Ferdinand Lassalle, when tried for treason because a speech of his was 
held to instil the non-propertied with hatred and contempt for the 
propertied, demanded acquittal on the ground that the Prussian Consti­
tution declared that science and all its works are free. In this speech, 
which was published as "Science and the Workingmen," he declared that 
he was merely attempting to initiate the workers into the most difficult 
science, that of philosophy. He was making clear to them "the fact that 
history is a logical whole which unfolds step by step under the guidance 
of inexorable laws." He was trying to unite "science and the working­
man," a combination which when achieved "will crush. all obstacles to 
cultural advance with an iron hand." Since will and emotion are servants 
of the intellect and are controlled by it, "every normally constituted 
workingman must come to hate and distrust" not only the arrangements 
and institutions of the middle class, but also those profiting by them. The 
propertied classes are simply "the unconscious, choiceless, and therefore 
irresponsible products, not the producers of the situation as it stands and 
as it has developed under the guidance of quite other laws than the 
direction of personal choice. Even their reluctance to surrender ••• 
their mastery" is explained by "the laws of human nature, whose char-
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acter it is to hold fast to whatever is and to account it necessary." The 
bourgeoisie is only a stage of economic and ethical development in the 
unfolding evolution of "reason and human liberty," but it is the neces­
sary step for the emergence of the principle of the working class. This 
principle is the highest manifestation of "the human spirit," the final 
term of the logical process of history, because it "contains no ground of 
discrimination, whether in point of facto~ in point of law, such as could 
be erected into a domineering prerogative and applied to reconstruct the 
institutions of society to that end." We are all workers as long as "we are· 
willing to make ourselves useful to human society in any way." The 
principle of the working class has asserted itself through "the logical 
constraint of the course of events, even when such an aim has been absent 
from the common purposes of the state," even when opposed to. the .will 
of those who possessed the power. It is nothing more than a bringing 
into consciousness and working out on "the ground of free choice" of 
what has always, though obscurely, constituted the "effective organic 
nature of things." • . 

Cliffe Leslie, who defended the work of the German historical school 
among the English, pointed out that the economic theory of this school 
was essentially the classical view as espoused by Mill and Bagehot, that it 
was not radical but essentially conservative, and that Wilhelm Roscher, the 
leader of the school, had asserted t~at Marx and Lassalle had misapplied 
the historical method. Properly used this method makes its disciples 
"distrustful of reforms which do not seem to be evolved by historical 
sequence and the spontaneous birth of time .••• No revolutionary or 
socialist schemes have emanated from its most advanced Liberal rank." 30 

Ely was maintaining the same view in this country. In a textbook written 
for the Chautauqua movement he said that the doctrine of the German 
historical school was conservative, that "Socialism comes rather from the 
abstract English political economy." "Socialists claim that developing 
. . • to their logical outcome the teachings of Ricardo they arrive at 
socialism, and Ricardo ranks high among scientific socialists. Ricardo illus­
trates • • • the dangers ·of the deductive method." 31 Apparently it 
was unimportant whether one's method was called historical, inductive, 
or deductive. Spencer, who claimed to validate his conclusions by all 
these methods, took the same attitude towards socialism as did Ely, 
Leslie the German historical school, and the orthodox classical school 

Spe~cer was completing his synthetic philosophy, whi~h was to s~~w the 
evolution of society from the system of status to the Ideal unmitigated 
system of free contract. This. system is th~ ''beneficent ~or~g of the 
survival of the fittest " or as Srr Henry Marne referred to It, the benefi­
cent private war whi:h makes one man strive to climb on the shoulders of . . 
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another." It is the only alternative "to the daily task • • • enforced by the 
prison or the scourge • • • Every society of men must adopt one system or 
the other, or it will pass through penury to starvation." Spencer, adopting 
Maine's position, interpreted the system of status as one of compulsory 
co-operation and the system of free contract as one of voluntary co­
operation. Status characterises the militant type of society, in which the 
love of applause for subordinating others is the ruling social motive; free 
contract characterises the industrial type. They are logically exclusive, 
although in Spencer's evolutionary philosophy the industrial society of 
free contract evolved out of a necessary militant society of status, and 
free contract is itself a form of warfare. A society is essentially either 
servile and predacious, or peaceable and industrious. Its type characterises 
all its institutions-ceremonial, political, ecclesiastical, professional, and 
industrial. "The component institutions of each society habitually ex­
hibit kindred types of structure." 82 Thus in a militant society women 
are chattels, and dress, as a ceremonial institution, denotes the force and 
power of wealth. To Spencer socialism represented a militant type, and 
he turned his elaborate analysis into an attack on socialism as well as a 
defence of the system of free contract. Ever-increasing governmental in­
terference he denounced as the "coming slavery," and the conflict between 
free contract and socialism he characterised as "man versus the state." 

Veblen continued his study of philosophy in addition to his varied 
reading ir:t economics. The protest against Hegelianism, associationism, 
and the common-sense philosophy was increasing, and objections were 
beirig raised to the use of the doctrine of evolution to justify the competi­
tive order. William James was criticising Spencer and Mill, and calling 
for an analysis of conduct in terms of the agents' activity rather than in 
terms of pleasure and pain or common-sense morals. James Ward had 
put this movement of revolt in high repute by his revolutionary article 
on "Psychology" in the Encycloptedia Britannica. David G. Ritchie was 
attacking Spencer's and Maine's belief in the "beneficence of the struggle 
for survival." He asserted that "this talk of beneficence is itself but a sur­
vival, not of the fittest, but of the 'theological' belief in. a God who wills 
the happiness of his creatures ••• or of the 'metaphysical' belief in aNa­
ture which, if only left to itself, leads to better results than can be se­
cured by any interference of man." 83 It involved the doctrines of 
"natural rights" and "social contract" against which Spencer was sup­
posedly protesting. Even T.H. Huxley asked of a correspondent: "Have 
you considered that State Socialism (for which I have little enough love) 
may be a product of Natural Selection? The societies of Bees and Ants 
exhibit socialism in excelsis., 34 There was growing in Veblen's mind a 
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project of ruthlessly dissecting the system of modem business enterprise 
and presenting socialism as the next step. 

It was increasingly necessary, however, for him to find employment of 
some kind. He seems to have done some tutoring at the Cedar Valley 
Seminary, situated at near-by Osage, and Andrew Veblen made anum­
ber of attempts to secure a college position for his unaggressive brother. 
In 1889 Andrew saw an opening at the University of Iowa, where the 
professor of political science had just died. Veblen already had letters 
of recommendation from Presidents Strong of Carleton and Porter of 
Yale, and from J .B. Clark. He now secured letters from Herbert Baxter 
Adams, from Sumner, who had been considered for president of Columbia 
that year, and an additional one from Porter. Adams wrote that Veblen 
was known to him as an excellent man both in character and at~ents, 
and that his record at Carleton had been highly commended by Clark. 
Sumner wrote: "Mr. Veblen studied with me as a graduate student two 
years and gave me good satisfaction. He seemed to me to be a man of 
very settled and sturdy character and great industry. He wrote a very 
important thesis which took the prize over some very strong com­
petitors." Porter wrote: "It is with great pleasure that I certify that 
Mr. T.B. Veblen, B.A. Carleton College, Minnesota, pursued with 
eminent success a course of study in ethics and metaphysics under my 
direction, as a candidate for the degree of Doctor of Philosophy, which 
he received on examination. His capacity and tastes for philosophical 
studies are uncommon and his opportunities have been improved very 
diligently. I am confident that he has devoted himself to the study of 
political science with equal diligence and sucress." 

It seemed almost inevitable that Veblen would secure the place, con­
sidering his recommendations, his Ph.D., his published works, and his 
wife's connexions. But he was unsuccessful. To the president he did not 
appear forceful enough, and he found it hard to explain his long idleness 
simply on the ground of ill health. Another factor in his failure seems 
to have been the opposition of President Strong, who apparently could 
not forgive the marriage of his niece to an agnostic. Immediately after 
Veblen had been refused the appointment, Strong demanded the return 
of his letter of recommendation. The position went to an applicant who 
lacked Veblen's training in political science but possessed the traditional 
advantage of a Bachelor of Divinity degree. 

Andrew Veblen made attempts on his brother's behalf at other institu­
tions, but nothing came of them. There was a prospect of obtaining the 
position of superintendent of schools at Warner, South Dakota, where 
Veblen was sponsored by one Gilbert who controlled the town. Before 
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negotiations were completed, however, Gilbert became involved in finan· 
cial difficulties and left Warner. Orson Veblen became a trustee of 
St. Olaf College in 1890, and he and Andrew tried to place Veblen on 
the faculty. The administration personally liked him, but his religious 
views prevented his appointment. 

Veblen grew extremely moody. Even his botanical interests began to 
wane and a time came when he could no longer be interested in a "dis. 
cussion as to whether a honeysuckle or a rosebud should be planted in a 
certain spot." Andrew Veblen called a conference, and decided that the 
best solution for his brother was to re-enter academic work, as a student 
if necessary. The necessity of satisfactorily explaining an inactive period 
of seven years made it almost impossible for Veblen to obtain a university 
position. Once he was registered in a well-known university, however, 
he could prove himself. 

Again funds had to be supplied. Ellen had a little money and "that 
good old man," the father, was once more called on for help. Thomas 
Veblen was in a better financial position this time than when his son had 
gone to Yale, though, even as it was, Veblen had very little money with 
which to begin again. 

The choice of a school was a problem. Veblen could never become a 
teacher of philosophy. Even at this time Johns Hopkins had chosen as 
professor of philosophy a man with theological training, who had "con· 
trasted the ministry with a professorship to the extreme disadvantage of 
the latter in point of pleasure and opportunity." Veblen, moreover, noted 
that "philosophy was too hard." u The apparent drift of things intellec· 
tual was away from philosophy and to the social sciences, as Sumner had 
predicted. Cornell, which awarded four fellowships in the social sciences, 
was the final choice. Veblen set out for the East without his wife. 

A decade of frustration was summarised in Veblen's response to a re· 
quest of the Hopkins authorities for a statement of his activities since 
leaving Hopkins. "It is some time since I received a postal from you in­
quiring about my present occupation and my past work since leaving 
Baltimore. I neglected to answer at the time on account of uncertainty as 
to what my occupation was to be for the year. I am now lately entered as 
a graduate student at Cornell. On leaving J.H.U. I went to Yale, 
where I stayed for 2 0 years and received the degree of Ph.D. Since 
then I have been idle for the greater part of the time because of ill 
health." A new career was before him, however, and he might have said, 
like Ibsen: "The time has come for some boundary posts to be moved." 
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V
EBLEN registered at Cornell ~ the beginning of the winter 
~enn, 1891. He was.reti:ent about his past, and whe~ he found 
1t necessary to explain hts long absence from acadermc halls he' 
told his story of ill health and recuperation. If it was ex­

pedient to mention an occupation, he spoke of his work in Norse litera­
ture and history. In the polite words of a fellow countryman, Veblen 
"dressed plainly and at fu-st glance, there was a suggestion of rusticity 
about him." 

According to the University records, Veblen was ''working for an 
advanced degree." He was formally registered for but two courses, one 
in American history and one in American constitutional history and law, 
with the Reverend Moses Coit Tyler. Tyler had been offered a pro­
fessorship of English literature at Yale. He was known throughout the 
country for his Literary History of the American Revolution and was 
then writing his History of American Literature. He had not stopped 
preaching, however, and wrote in his diary: "I brood over the possible 
duty and blessedness of letting my life-what re~move more com­
pletely into the religious work." "I teach American History," he said, 
"not so much to make historians as to make citizens and good leaders 
for the State and Nation." 1 He used as textbook the Constitutional Law 
of the United States, by Hermann Eduard von Holst, who believed that 
the development of American history and constitutional procedure was 
the unfolding of America's destiny as a great and powerful nation. 

Veblen apparently saw better opportunities in economics. The pro­
fessor in charge of this field was J. Laurence Laughlin, who still refused 
to become a member of the American Economic Association because he 
thought it was socialistically inclined, although the members of the Old 
School were gradually joining. Laughlin was a follower of John Stuart 
Mill, whose Principles of Political Economy he had condensed for a 
textbook. Laughlin made the work less abstract and omitted what he 
called the social philosophy-the questioning of traditional laissez-faire 
principles. The neo-classical ~d Austrian de~elopments ~ ~no~cs 
were to him simply metaphystcal nonsense, smce econormc pnnoples 
were matters of common sense. 

Laughlin often told the story of his first ~eetin~ with Veblen. !le 
was sitting in his study in Ithaca when an a.nxrmc-looking person, weanng 

19 -



So THORSTEIN VEBLEN 

a coonskin cap and corduroy trousers, entered and in the mildest possible 
tone announced: "I am Thorstein Veblen." He told Laughlin of his 
academic history, his enforced idleness, and his desire to go on with his 
studies. The fellowships had all been filled, but Laughlin was so im­
pressed with the quality of the man that he went to the president and 
other powers of the university and secured a special grant. 

In May 1891 the People's Party was formed at a great conference of 
reform groups at Cincinnati. Donnelly, chairman of the committee on 
resolutions, prevented a threatened disruption of the conference by de­
claring "we are not here so much to proclaim a creed as to erect a 
banner under which the marching hosts of reform can rally." Donnelly 
wrote and delivered the platform's preamble, the most famous document 
in Populist history. Recapitulating the argument of his Utopia, he en­
visaged a ''vast conspiracy against mankind" and declared that only the 
intelligent co-operation of the working classes can overthrow the pluto­
crats. Failure to accomplish this immediately "forebodes terrible social 
convulsions, the destruction of civilisation, or the establishment of an 
absolute despotism." At the St. Louis meeting on Washington's birthday, 
1892, Donnelly forecast the union of the Democrats and Republicans. 
The wedding ceremony "would be performed at the altar of plutocracy; 
Grover Cleveland and Ben Harrison would act as bridesmen; the devil 
himself give away the bride, and Jay Gould pronounce the benediction." 2 

Meanwhile the president of the Union Pacific, writing in the North 
American· Re1Jiew, was insisting that a citizen "commits an impertinence 
when he questions the right of any corporation to capitalise its properties 
at any sum whatever •••• Such transactions are wholly matters of 
private contract; and • • • regulate themselves." 8 

In economics the traditional positions were still maintained. Alfred 
Marshall, who was becoming the outstanding economist in the English­
speaking world; in his textbook cited with approval Nassau Senior's state­
ment that the desire for distinction is "the most powerful of human 
passions" since it affects all men at all times. This impulse, said Marshall, 
is a "chief source of the desire for costly dress." A wo~an may display 
wealth by her dress but, since she supposedly has time to take thought 
concerning it, she must be "well dressed" rather than "expensively 
dressed." Thus she may be distinguished for her "faculties and abilities" 
as is the painter of a good picture. The desire for distinction is also the 
basis for the almost unlimited desire for house room "requisite for the 
exercise of many of the higher social activities." Furthermore, leisure is 
now being intelligently used to pursue excellence for its own sake, as in 
athletic games, which develop ability, rather than in the indulgence of 
sensuous craving. There was to be remembered, on the other hand, the 
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lessening group of English artisans, without ambition, living in squalid 
surroundings, and spending their surplus over bare necessities for drink. 

The Christian Register was circulating a lecture of Clark's on "Natural 
Law in Political Economy." The law of evolution, as the new phase of 
natural law, "has won a ready recognition" in the analysis of social or­
ganisation, partly because of "the beneficent quality of its opera­
tions .••. That type supplants another which is better for humanity." 
"Institutions survive because they are adapted to their environment." It 
was not fully recognised, however, that the "phenomena of the market"' 
-static activities-are also governed by "natural law," by the spontane­
ous actions of men as distinct from ''voluntary action by society in its 
entirety." Socialism was attempting to supplant natural law by its 
antithesis, governmental action, on the ground that "poverty is rooted in 
robbery." Clark disputed this indictment with the theory that socieW 
"tends under natural law to give to every Irian his product." 

At this time Spencer and a group of disciples published a Plea for 
Liberty: an Argument against Socialism and Socialistic Legislation. To 
them socialistic legislation meant even such things as free compulsory 
education. The author of the concluding essay, "The True Line of De­
liverance," asserted that the labourer "has only to let the natural processes 
go on, to resist all temptation to fight, or to rely upon artificial protection 
for his labour," and to put "all his spare cash religiously into industrial 
investments, to become, as he is probably entitled to be, the true owner 
of this world and all that therein is." 

Spencer opened the volume with an essay called "From Freedom to 
Bondage." Unless immediate action is taken, the militant system of 
socialism is in the offing. The vicious practices in the competitive order 
are in good part due "to that lavish expenditure which, as implying suc­
cess in the commercial struggle, brings honour." This trait is a holdover 
from the militant life. But the system of free contract has of itself led 
to the mitigation of evils, and its continued advance must inevitably 
bring further progress in industrial activity and longevity. The desire 
for change, which is due to people's restlessness rather than to any 
rational understanding, means a movement towards compulsory co­
operation. "As fast as the regime of contract is discarded the regime of 
status is of necessity adopted." "Our existing voluntary co-operation," 
with its free contracts and its competition, "needs no official oversight." 
All its numerous activities "are adjusted without any other agency than 
the pursuit of profit." Socialism will substitute a tyrannical bureaucracy 
for the "industrial regime of willinghood." This cannot ultimately suc­
ceed. It is not realised that much misery in the nature of hard labour 
must still be borne by humanity, for man's savage indolent nature is not 
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yet thoroughly fitted for the requirements of the ideal social state of 
free contract. The only way to achieve this state is to follow the law of 
justice; let every man suffer as well as en joy the consequences of his 
self-seeking actions. Every social system must have a regulating class. 
Under the existing system of free contract "the regulatots, pursuing 
their personal interests, take as large a share of the produce as they can 
get; but, as we are daily ~hown by Trades Union successes, are restrained 
in the selfish pursuit of their ends." In socialism, however, the directing 
class, acting in a self-seeking manner, as do all human beings, would not . 
have the check provided by other self-seeking groups and individuals, 
and eventually a despotic empire would arise. 

Veblen took Spencer's essay as an opportunity for a discussion of 
"Some Neglected Points in the Theory of Socialism." He said that he 
was offering a suggestion, in the spirit of a disciple of Spencer, on a point 
inadequately covered: the economic basis of the current unrest. The 
legitimacy of the moral or expedient grounds for dissatisfaction was 
beside the point. 

The modern development of industry and industrial organization de· 
mands that "natural monopolies" should be controlled by the state, and 
a constantly increasing number of occupations are developing into the 
form of natural monopolies. The socialist agitators claim that the exist­
ing system is necessarily wasteful and industrially inefficient, and allows 
one group to live on the community. There is general complaint that the 
owners of great wealth have unwarranted powers. A feeling of "slighted 
manhood" prevails. 

The existing system is based on the institutions of private property 
and free competition~ It has been contemporaneous with the most rapid 
increase in average wealth and industrial efficiency ever witnessed. The 
prevalent dissatisfaction is expressed not by the abjectly poor but by the 
moderately well off, and the explanation of this fact is to be found in the 
form that self-esteem has taken in competitive society. From "the stand· 
point of the average man" the effective desire for esteem is restricted to 
"economic emulation." This is a striving to be thought _better than one's 
neighbours in industrial-economic ability. Virtuous attributes serve very 
little purpose as a sign of respectability, and knavery cannot be censured, 
since in the modern world an individual lives in such a mobile, wide 
environment that it is difficult to appraise his qualities. Efficiency which 
is not to a person's economic benefit has little value. It must be pecuniary 
efficiency. The token of industrial success is the possession of many dol­
lars, and the evidence of possession is an unremitting demonstration of 
ability to pay. The appearance of success is thus even more desirable 
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than the actual substance. Economic success as a measure of esteem is 
much stronger in a generation which inherits the belief. 

It is necessary to spend as much as one's neighbour, and desirable to 
be able to spend more. The struggle for decency is the essential elemet;tt 
of the standard of living. This insatiable need absorbs the income which 
remains after physical needs have been provided for, and expenditure 
for emulation is as difficult to retrench _as expenditure for existence. 
Physical discomfort is endured to provide luxuries which have become 
necessities, and articles ostensibly for creature comfort are made to serve· 
an antithetical purpose. Articles of apparel owe their value primarily to 
their effectiveness in protecting the wearer's respectability, not to their 
protecting of his body. People go ill clad in order to be well dressed, and 
as a result over half the values of apparel are due to "dress," not to 
"clothing." The increase in industrial efficiency has been dissipated in 
economic emulation. Other things being equal, under free competition 
the greater the advance. in industry and the greater the opportunity for 
personal contact and comparison, the greater will be the straining after 
economic respectability. No advance in general well-being can lessen or 
end "this misdirection of effort," since its "aim is not any absolute 
degree of comfort or excellence." 

The struggle of each to possess more than his neighbour is inseparable 
from the institution of private property. One who possesses less will be 
jealous of those possessing more. Thus the unrest is immediately caused 
by the struggle for a higher standard of living, but ultimately by private 
property under modern conditions. There can be no peace from this 
"ignoble form of emulation" without the abolition of private property 
and free competition. Popular sentiment is increasingly adverse to these 
institutions and thus vaguely favours socialism. There is, however, no 
inference in Veblen's paper that socialism is the inevitable outcome. 

In the second part of the paper Veblen discussed the practicability of 
complete nationalisation of industry. Modern industry has transformed 
the "struggle for subsistence into a struggle to keep up appearances by 
otherwise unnecessary expenditure." Under an organisation allowing no 
inequality of acquisition or income, economic emulation would become 
obsolete. The aspect _of human nature. wh~ch appears i? this for?I. of 
emulation should logtcally find express1?n m mo~e serv1ceabl~ act1V1ty. 
It is difficult to imagine it taking "any lme of actlon more futile or less 
worthy of human effort." Directly and indirectly the struggle f?r de­
cency is chargeable with "one-half the aggregate labour, and abstmence 
from labour-for the standard of respectability requires us to shun 
labour as well as to en joy the fruits of it." The nationalists might claim, 
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therefore, that even if the new system were not as effective in production 
the present standard of comfort might still be maintained, and the new 
regime would be less irksome to common labour. The worker might 
actually acquire the nobility accorded him in the occasional complacent 
speculations of the well-to-do. Such a society would have less chance of 
failure than one where "strenuous labour on the part of nearly all mem­
bers is barely sufficient to make both ends meet." 

Veblen then turns to Spencer's declaration that eliminating free con­
tract means installing the system of status. Natural monopolies, which 
include an increasing number of industrial activities, do not mark a 
continuation of the evolution towards a system of free contract, nor 
towards the system of status, as Maine uses the term. The system of 
competition has not been discarded and no revolution has been achieved. 
The industrial systems of all known past cultures may have been or­
ganised either on status or contract, but this is untrue of social functions 
not primarily industrial. 

Modern constitutional government "in theory at least" cannot be 
classified under either category, and "it is the analogy of modern con­
stitutional government through an impersonal law and impersonal in­
stitutions, that comes nearest doing justice to the vague notions of our 
socialist propagandists." "The system of status is a system of subjection 
to personal authority-of prescription and class distinctions and immuni­
ties; the system of constitutional government ••• is a system of sub­
jection to the will of the social organism, as expressed in an impersonal 
law." Constitutional government is a nationalisation of political func­
tions. Constitutional development takes the direction of the exercise of 
such powers as the right of eminent domain and taxation. "The later 
developments made necessary by the exigencies of industry under mod­
ern conditions are also moving'' along these lines. The socialists wish to 
identify the industrial community with the political; but the more de­
veloped political form w~l be the ruling one. It is doubtful whether the 
materials for such a society exist, and their creation is a problem for "con­
structive social engineering." Even if the change were .made, it is highly 
doubtful that a system of status would be the permanent result, since the 
people's past development makes such an outcome unlikely. The success 
of constitutional government among the English-speaking peoples ar­
gues, despite its shortcomings, that the question is not whether the per­
fection of character necessary for a perfect working of the scheme of 
nationalised industry has been reached, but "whether we have reached 
such a degree of development as would make an imperfect working of 
the scheme possible." 

A Norwegian friend of Veblen's said that, although supporters of the 
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established order might think the article was propaganda, that was not 
the opinion of his associates at Cornell .. The paper was a metaphysical 
disquisition. It is said that Veblen obtained his fellowship for the follow-

• ing year on the basis of this article. Before the fellowship awards were 
announced, Andrew Veblen telegraphed his brother that Ellen was ill 
and needed him. Veblen could not leave, however, until he was definitely 
notified that he had won his economics and.finance fellowship, paying 
$400. . 

After spending the summer at Stacyville, Veblen and his wife returned · 
to Cornell. Apparently no one had known he was married, and his 
friends were surprised to discover the fact. He was still listed as working 
for an advanced degree. His wife began graduate work in botany and 
biology and started a thesis on carnivorous plants, but dropped her work 
before the year was over. · · 

During the year Veblen published in The Quarterly Journal of Eco­
nomics two notes which gave the impression of considerable dialectical 
skill in defending Laughlin's common-sense point o( view. The first was 
on "Bohm-Bawerk's Definition of Capital and the Sources of Wages." 
Eugen von Bohm-Bawerk's Positive Theory of Capital, just translated, 
was being extensively discussed, and Veblen centred his discussion on the 
wage-fund doctrine. · 

Bohm-Bawerk rejected this doctrine by distinguishing between what 
he called "Social Capital" or "Productive Capital," and "Private Capital" 
or "Acquisitive Capital," which includes in addition to productive capital 
the means of subsistence of productive labour. Thus "real wages" are not 
drawn from the community's capital, although from the employer's 
standpoint they are drawn from his private capital. But Bohm-Bawerk 
includes in social capital consumption goods still in the hands of dealers 
and producers, and Veblen gives emphasis to the fact that this incidental 
point of classification might afford captious critics grounds for arguing 
that wages thus represent only a general claim on goods still a part of 
the general capital, and can only be satisfied by drawing on social 
capital. He felt that the essentially "sterile rontroversy" over the wage­
fund doctrine might be ended by drawing a distinction between ''the 
labourer's share of 'consumable goods,' or 'earnings,' on the one hand, 
and 'wages,' on the other, analogous to the distinction ~en by Wagner 
-and perfected by Professo: Bo~m-B~we;~-be.twe~n capital a;,~ 'purely 
economic category' and capital 'm a Jlln~co-histoncal sense. Veblen 
does not point out that Bohm-Bawerk dtd not regard as fundai?ental 
this distinction, originally made by Ka.rl Rodbertu_s, betw~n capital as 
productive instrument and as property I"!ght. Accordmg to Bo~:Bawerk, 
it led Rodbertus to a faulty theory of mterest, namely, that 1t 15 an act 
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of robbery achieved by the capitalist th~ough the o~nership of the in­
struments of production. Veblen, nommally followmg Bohm-Bawerk 
and Adolf Wagner, who identified the two conceptions, declared that 
"wages in this stricter definition, and private capital are facts of usage," 
but social capital and the labourer's income or earnings are intrinsic and 
fundamental in any theory of industrial society. 

Wages is a category of the relationship of employer and employed, 
of production as carried on by private capital, and the term is not used 
in the same sense when the discussion shifts to production simply as 
such, and still less when the point of view is that of distribution and con­
sumption. From the standpoint of the consumption of goods, the labourer 
is not a labourer, but simply a member of society. The sustenance of 
men while productively employed is drawn from the product .. of past 
industry, and wages are paid out of capital, since wages are a category 
of private capital. On the other hand, the critics define wages as earn­
ings, and these are drawn from the product of industry, since "earnings 
are the product, to the labourer, of his labour." Veblen said in conclusion: 
"All this may seem to be a web of excessively fine-spun technicalities, but 
in apology it is to be said that it is also directed exclusively to a point 
of pure theory. And the whole controversy about the source of wages has 
also been in the region of pure theory, having never directly involved 
questions of physical fact or of expediency." 

The second note," 'The Overproduction Fallacy,'" is a discussion of 
the contrast between capital and industrial efficiency. U riel Crocker, argu­
ing along the lines of received economics, attempted to rehabilitate the 
general overproduction theory of industrial depression. Relying in part 
upon Wells's Recent Economic Changes, Crocker directed his attack 
against Mill, who best represented the traditional position of the im­
possibility of general overproduction. Half of Veblen's note is a dialectic 
demonstration denying Crocker's argument, since "general overproduc­
tion as defined by Mill, 'a supply of commodities in the aggregate, sur­
passing the demand'-is a contradiction in terms. Aggregate supply is 
aggregate demand, neither more nor less." For Vebl~n, however, this is 
simply a preliminary to a presentation of his own theory of depression 
and general overproduction. "The doctrine of a general over-supply of 
goods-in the sense in which it has been criticised in economi~ theory-is 
palpably absurd," but the "cry of 'overproduction' " that rises in every 
period of industrial depression has a "very cogen~ • • • meaning to the 
men who raise the cry." It stands for an "economic fact" which is sig­
nificant in any attempt to understand hard times and commercial crises, 
although its relation to "liquidation" and "depression" has not yet been 
satisfactorily established. Veblen also used Wells to support his argu-
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ment, declaring that this economic fact stands for a divergence "between 
. the nominal, accepted valuation and the present value of the property 

engaged in production, in consequence of which the nominal earnings 
of capital (and in some cases the real earnings as measured in means of 
livelihood) are diminished." The basis on which "remunerative prices" 
and customary proht are computed becomes obsolete. The discrepancy is 
due primarily to two factors, which reduce the money value of property 
below its nominal value: a speculative movement and increased efficiency 
in industry. In either case the result is that the nominal, accepted valua­
tion of the capital exceeds its actual value, indicated by earning capacity. 
The general aggregate property of the community has been capitalised 
"above the cost at which it, or its equivalent for purposes of production, 
could now be replaced." The hard times of the past decade indicated 
how this result might be reached through a lowering of the cost of pro­
duction. But the whole matter of overproduction is essentially one of 
prices, of commercial value. Depression is primarily a readjustment of 
values, a "psychological fact," and secondly "a matter of the shifting of 
ownership rather than of a destruction of wealth or ·a serious reduction 
of the aggregate productiveness of industry as measured in goods." 

Overproduction is a "subjective element." Even though the "dollar is 
worth enough more to make up for the nominal depreciation," a reduc­
tion of one's property in money values is contemplated with regret and 
submitted to "reluctantly and tardily." Where the nominal owner of 
the means of production is not the real owner, as in the case of borrowed 
capital, the decline in the market value of the property means a real 
loss, although it is only a nominal loss to the man who has his own 
capital and an unrecognised gain to the creditor. "The cost of production 
of staple commodities-as compared with the standard of val~-had 
generally declined during the past ten or twelve years, and there had 
been a consequent decline of about thirty percent in the nominal earning 
capacity of property engaged in production. This factor, said Veblen in 
conclusion, has grave consequences in a community "where so great a 
proportion of capital is represented by interest-bearing securities." 
Laughlin felt that Veblen was attacking problems of the greatest im­
portance in the proper manner and that he was destined to be an out­
standing economist if he kept to the right path. 

Fortunately for Veblen, Laughlin was appointed head professor of 
economics at the new University of Chicago. Laughlin arranged for 
Veblen to receive a fellowship at Chicago, paying $520 a year, and Veblen 
began preparations for a course in socialism. 

Before Veblen left Cornell, he had the satisfaction of successfully 
flaunting his contempt for the theological rulers of the colleges. Orson 
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Veblen wrote his brother that he wished to get a Norwegian college 
friend into St. Olaf, but that the administration doubted the man's 
orthodoxy. Veblen wrote a letter of recommendation, including a state­
ment that the only trouble with the man was that he was too damned 
orthodox, and he was given the place. 

The Populist Party had its first national convention at Omaha in July 
I 892. Donnelly again delivered the preamble, with a ringing arraignment 
of the corporate interests, and the delegates staged a tremendous demon­
stration. One unsympathetic critic wrote: "No intelligent man could 
• • • listen to the wild and frenzied assaults upon the existing order of 
things, without a feeling of great alarm at the extent and intensity of 
the social lunacy there displayed. • • · • When that furious and hysterical 
arraignment of the present times, that incoherent intermingling of Jere­
miah and Bellamy, the platform, was adopted, the cheers and yells which 
rose like a tornado from four thousand throats and raged without cessa­
tion for thirty-four minutes, during which women shrieked and wept, 
men embraced and kissed their neighbours, locked arms, marched back 
and forth, and leaped upon tables and chairs in the ecstasy of their 
delirium-this dramatic and historical scene must have told every quiet, 
thoughtful witness that there was something at the back of all this tur­
moil more than the failure of crops or the scarcity of ready cash. And 
over all the city during that summer week brooded the spectres of Na­
tionalism, Socialism, and general discontent." Southern agrarians char­
acterised· the nomination of Grover Cleveland "as a prostitution of the 
principles of Democracy, as a repudiation of the demands of the Farmers' 
Alliance, which embody the true principles of Democracy, and a sur­
render of the rights of the people to the financial kings of the country." 
A Western agrarian leader spoke of Cleveland as a "fossilised reminis­
cence."' 

In Minnesota Donnelly was nominated for governor at a meeting 
addressed by the socialist Robert Schilling of Milwaukee. Donnelly de­
clared that a horde of millionaires expected to become titled aristocrats 
and, if their progress were not arrested, they would fulfil their wishes. 
The farmers of Minnesota and the Dakotas, according to Donnelly, were 
defrauded of a billion dollars by an organised conspiracy of railroad men 
and grain speculators.15 The Carnegie Steel Company sent for the hated 
Pink:ertons in an attempt to break a strike at its plants in Homestead, 
Pennsylvania, and there was a bloody battle when they arrived. The 
entire state militia was called out, martial law was declared, and the 
strike leader was held for murder. Alexander Berkman, an anarchist, 
attempted to kill H.C. Frick, one of the most hated anti-union employers 
in the country, and a private in the militia was tortured by his officers for 
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publicly expressing sympathy with the act. Davis Rich Dewey declared 
that the conflict "gave rise to grave forebodings as to the stability of re­
publican institutions." In Congress, in the press, and on the public plat­
form "the Pinkertons, branded as mercenaries . and hirelings, were 
charged with treason and were said to be employed not only to protect 
the property of employers, but to . • • provoke [the populace] to vio­
lence • . • as an excuse for the calling-out of troops." The. strikers de­
clared that "the public and the employees aforesaid have equitable rights 
and interests in the said mill which cannot be modified or diverted by due 
process of law. • . • The employees have the right to continuous em­
ployment in the said mill during efficiency and good behaviour." 
Laughlin denounced this "inalienable right to continuous employment" 
and attributed the doctrine to the "one-sided reading'' of the strikers, 
particularly to their exclusive attention to Henry George. Socialism made 
converts on the apparent evidence "that the individualistic system of 
competition had broken down." 8 The coUrts ordered the Standard Oil 
trust dissolved, but a new device, the holding company, made its ap­
pearance.· 

In the midst of this turmoil Veblen made his entrance into Chicago. 
Heretofore he had been most familiar with country towns; now he was 
set down i.n a large industrial centre. 
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T
HE new University of Chicago, in recognition· of a large en­
dowment, included in its title the words, "Founded by John 
D. Rockefeller." It "became almost a fashion among Chicago's 
wealthy and well-disposed to set their names commemo­

ratively among the gargoyles and crocheted gables of scholastic Gothic 
fa91des." 1 Within a week after the University opened, the president 
announced that Charles Tyson Yerkes, whose exploits are chronicled in 
Theodore Dreiser's The Titan and The Financier, had agreed at the 
president's request to build and equip the most complete observatory in 
the world. 

The ambitions of the new university were reflected by its thirty-six­
year-old president, William Rainey Harper, who was admiringly de­
scribed by Walter Hines Page as a type of the captain of industry. Be­
fore he accepted the presidency, he had been simultaneously professor 
of Semitic languages at Yale University, instructor in Hebrew at Yale 
Divinity School, Woolsey Professor of Biblical Literature at Yale College, 
president of the American Publication Society of Hebrew, principal of 
the American Institute of Sacred Literature (through which he conducted 
a correspondence school for ministers), principal of the Chautauqua Col­
lege of Liberal Arts, editor of two theological journals, and conductor of 
four lecture courses at points outside New Haven. He established a 
system of administration at Chicago which was characterised by The N a­
tion as "the pictatorship of the president." It was "one of the greatest 
errors of American university organisation that so much power is exer­
cised by the president, and so little by the corps of professors. The 
professors really make the university, and they ought to deter­
mine its educational policy." The University Sena.te, which was "to 
discuss and decide'' educational matters, included only "Heads of 
Departments." This "makes the body ultra-conservative." Even at Co­
lumbia, ''which has not commonly been regarded as a radical institution, 
the central organ of the professors, the University Council, consists of 
delegates from the several faculties"; and in their election "the junior 
professors and assistant professors have the same voice as their seniors. 
It is certainly surprising to discover that a more conservative, not to say 
reactionary, policy has been adopted at Chicago." 2 Harper carried ritual­
ism further than it had been carried in any American university, and 
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established an elaborate system of rankings: deans, head ·professors, pro­
fessors, associate professors, assistant professors, instructors, docents, 
tutors, readers, fellows, as well as lecturers and assistants. The university 
had five main divisions-the University proper, the University Exten­
sion, which included correspondence courses, the University Press, the 
University Libraries, Laboratories, and Museums, and University Affil- . 
iations. A summer school was established. I_n a short time thirteen maga­
zines were published at the university. Although four other universities 
issued publications covering economics, Chicago began the publication of 
The Journal of Political Economy. William James had said of such 
competition in psychology: "I confess, it disgusts me to hear of each of 
these little separate college tin-trumpets." 8 Harper regarded the depart­
ment of athletics and physical culture as "one of the great divisions of 
the university." According to his biographer he brought as head, with 
the rank of associate professor, "the best-known college athlete of that 
period," a man very active in Y.M.C.A. circles. 

Harper was ambitious in gathering a faculty. The.instability of a new 
enterprise and the "critical attitude" towards what was called "a Standard 
Oil Institution" did not prove insuperable difficulties in obtaining a staff 
of eminent men. "Because he wanted the best," wrote his biographer, "he 
did not hesitate to try for the presidents of colleges and universities" and 
he got nine of them. He attempted to secure as head of· the graduate 
school that great organiser, Herbert Baxter Adams. At. Clark U ni­
versity, where a distinguished .science faculty had been gathered, friction 
had developed, and Harper engaged the majority of the staff without 
President G. Stanley Hall's knowledge. "I told him," said Hall, "his 
action was like that of an eagle who robbed the fish-hawk of his prey." 
When Harper refused to reduce the list, Hall threatened "to make a 
ftlrmal appeal to the public and to Mr. Rockefeller himself to see if this 
trust magnate (who was •.•. at the height of his unpopularity and 
censure, and who was said to have driven many smaller competing firms 
out of existence by slow strangling methods of competition) would justify 
such an assassination of an institution as had .•• been attempted 
here." 4 Although Harper took almost all the eminent men, he did not 
take Franz Boas, who was only a docent. · 

The new university fo~lowed th<: · Amer.ican theo.lo~cal tradition of 
higher learning. The president c?nstdered 1t as contmumg the old Ba~­
tist University of Chicago, of which Joseph Haven ?ad once been presi­
dent. A Universalist minister is reported to have satd that the Board of 
Trustees of the university was.composed.o~ ~ourteen Baptists, one J~w, 
and six Christians. The universtty had a dtvimty school, three theological 
journals, and three theological clubs, in addition to a Christian Union 
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with a Y.M.C.A., a Y.\V.C.A., and a social settlement house. Harper had 
been an active clergyman, and was recommended for the presidency by 
an influential Baptist theologian on the ground that "he would do a 
work in behalf of denominational and Christian education in this country 
beyond the expectation of those who regard him with the greatest ad· 
miration." 11 Out of the original thirty.ane full professors in residence, 
ten were professors of theology and two others had attended theological 
seminaries. There was also a number of professors like Laughlin, who 
spoke on the "Spiritual Life" before the Christian Union, and like 
Thomas Chamberlain, who believed that there "was a divine mind which 
directed and an earth which executed; the result was good." 8 A depart· 
ment of "Christian· Apologetics" was established in the college, and 
courses were given on "Apologetics" and "Evidences of Christianity." 

· Harper offered the devout George Herbert Palmer of Harvard a salary 
of three times what he was receiving if he would head Chicago's de· 
partment of philosophy, but Palmer refused. 

"Moral philosophy" nominally was not in the curriculum, but actu· 
ally it continued to play an important role under the new designation of 
Social Science or Sociology. Albion Small, who had received an M.A. 
from Newton Theological Seminary and had been president of Colby 
College, was made head of the sociology department and dean of the 
Liberal Arts College. At Colby he had substituted a course in sociology 
for Noah Porter's course in moral philosophy. The sociology department 
at Chicago included a division of "Sanitary Science," in which courses 
were given on ''House Sanitation" and "Sanitary Aspects of Water, Food, 
and Clothing." The most important division was called "Social Phi· 
losophy" and was directly conducted by Small. His courses covered 
almost the entire field of moral philosophy, ranging from "Social Psy· 
chology" to the "Organic Functions of the State and Government," in 
which he was supposed to "determine the premises of political phi· 
losophy." "Social Philosophy" was the basis and master science for all 
the other so-called moral sciences. 

The existence of a separate department of economics was not a very 
serious limitation for Small. He gave a course on the "Psychology, 
Ethics, and Sociology of Socialism," which was supposedly devoted to 
"the non-economical content of modem socialistic systems," but the 
"Sociology of Socialism," if not the other aspects, included economics. 
Small, an ex-professor of the subject, simply accepted the traditional eca. 
nomics in setting forth the social philosophy of socialism. The "Prob­
lems of Social Dynamics" became the capstone of the department. This 
formula was borrowed from Lester F. Ward, of whom Small considered 
himself a disciple. Ward's generalised appeal for the control of the social 
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process by society, educated by a proper sociology, provided Small with 
the sort of opportunistic gospel he needed. He appeared liberal if not 
radical, when actually he was conservative. 

Laughlin stood for the common-sense economics in an undiluted form 
and was suspicious of sociology because it included "anything from 
plumbing to philosophy." In the course on "Principles of Political Econ­
omy" the textbook was his edition of Mill. This course was but a nec­
essary preliminary for the really important courses on the practical 
problems facing the business community. The course on "Unsettled Prob­
lems in Economic Theory" was occupied with "questions of exchange 
and distribution," not those of production and consumption. The an­
nouncement of the publication of The Journal of Political Economy read: 
"In this day of many complex demands on busy men, it is of the first· 
importance to have at hand a journal ••• which is devoted to the sift­
ing and publication of facts which are vital to the questions every day 
touching business life in regard to banking, money, railways, transporta­
tion, shipping, taxation, socialism, wages, agriculture, and the like." 

In the first article of The Journal Laughlin declared that economic 
study must be true to the reality of the common-sense position, although 
not necessarily true to the facts of the existing situation. Political Econ­
omy is not a ''body of concrete truth: it does not pretend to be a state­
ment of fact, or a description of actual conditions, or even of future 
ones. It is a means of analysing the play of economic motives, of measur­
ing their force, of discovering and explaining the relations between con­
crete truths, and of ascertaining their causes and effects. • • • The reason 
why we cannot foretell economic results is because in each future case, 
the facts, although similar to past cases to the casual observer, are in reality 
different. If we could be certain of all the facts affecting the case, 
we could prophesy; but in the nature of things we can never be sure of 
them." 7 

Other head professors in the moral sciences were fundamentally of 
the same stamp as Small and Laughlin. Von Holst was head professor 
of history, and the head of the department of political science was 
Harry Pratt Judson, a devou~ ~aptist and a . student o~ Mark Hop­
kins. Harper, however, was willmg to bea; w~th ne~er 1d~ up to a 
point just short of possible embarrassment m h1s skatmg on ICe not yet 
grown thick. The enthusiasm for Edward Carpenter's poem, "Towards 
Democracy,"· showed the temper of the university as much as did the 
respect for traditions. . . . . . . 

The original faculty included a number of. creabve and curious s.prrt~ 
with whom Veblen was acquainted. Albert M1chelson was engaged m h1s 
great experiments in astrophysics with instruments of his own making. 
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In the department of physiology Assistant Professor Jacques Loeb was 
obtaining significant results with the simplest techniques and a strict 
adherence to what he called a mechanistic interpretation of biological 
phenomena. The English department included the poet, William Vaughn 
Moody, as instructor, and Oscar Lovell Triggs, who was making social­
ist interpretations of literature, as a docent. Assistant Professor Frederick 
Starr, the eccentric anthropologist, was in the department of sociology. 
Veblen spoke with "marked respect" of William Caldwell, who was 
then a tutor in the economics department. Caldwell, primarily a student 
of philosophy, was sceptical of hedonistic economics as well as of the 
"experimental psychology," or associational-hedonistic psychology and 
philosophy. He was at the university less than two years. His reviews 

·in Th6 Journal of Political Economy were excellent specimens of subtle 
thinking, particularly the one on the Grundriss der Politischen Oekono­
mi6 of Eugen von Philippovitch, a follower of the dominant classical 
variant. Philippovitch, Caldwell declared, maintains the traditional views 
"by limiting economic laws to what he calls economic unities or societies, 
each of which he most carefully defines." The "economic sphere" is "the 
nineteenth-century idea of some organic economic unity." "One is left to 
make a synthesis" of his "economic spheres" in order "to find out what 
economics really is, and what laws govern the industrial organisation of 
today." His conclusions are consequently of the "hypothetical" sort. 
Throughout the book "he is strong, because he defines and distinguishes." 
He admits that the condition of the labourer is "highly unsatisfactory" 
and that competition has "manifest disadvantages," but here as else­
where the only remedy he can think of is the "modifying influences of 
time and public opinion in expressing itself in the state or community." 
The book "has no predominating interest save a perfectly balanced and 
lucid treatment of the whole subject of theory," and "many of the 
definitions are apt to strike one as somewhat formal, and as problems 
to be solved only by a statement of the conditions of their solution." 

At about the time the University of Chicago was opened Peirce at­
tacked the "greed philosophy" of conventional econom.ics, with its strong 
belief that "all acts of charity and benevolence, private and public • • • 
degrade the human race." The usual textbooks stated that "intelligence 
in the service of greed ensures the justest prices, the fairest contracts, 
the most enlightened conduct of all the dealings between men, and 
leads to the summum bonum, food in plenty and perfect comfort. Food 
for whom? Why, for the greedy master o~ intelligence." To say, as did 
the textbook writers, that "the motives which animate men in the pursuit 
of wealth" are "in the highest degree beneficial," was the most degrading 
of blasphemies. In place of the "atrocious villainies of the economists" 
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Peirce pleaded for man's humanity to man, for sentimentalism, "the 
natural judgments of the sensible heart." "Soon a flash and a quick peal 
will shake economists out of their complacency." 8 

While Caldwell was analysing the traditional classifying procedure in 
economics, George Romanes was pointing out that Darwinism meant 
causal analysis, not classification. Until Darwin's time scientists had con­
ceived of natural science as consisting "in a mere observation of facts, 
or tabulation of phenomena." The status of a zoologist or a botanist was 
determined by the accuracy and extent of his memory instead of any 
visible "evidence of intellectual powers in the way of constructive 
thought." These gifts could only legitimately exercise themselves in 
"taxonomic work." The merit of any brilliant results in observation and 
experiment lay in the discovery of "facts per se," not in the attempts to 
combine these facts under general principles. But the results achieved 
when Darwin deliberately disregarded the "traditional canons," have 
made it "impossible for naturalists ••• not to perceive that their pre­
vious bondage to the law of a mere ritual has been for ever superseded 
by what verily deserves to be regarded as a new dispensation ••• -~ 
Natural history is not to [Darwin] an affair of the herbarium or the cabi­
net. The collectors and the species-framers are, as it were, his diggers of 
clay and makers of bricks: even the skilled observers and the trained ex­
perimentalists are his mechanics." To his predecessors, "the discovery or 
accumulation of facts was an end, to him it is the means. . • • The Origin 
of Species ••• first revealed to naturalists as ·a class .•• that not 
facts . • . or phenomena, but causes or principles, are the ultimate ob-
jects of scientific quest." 9 . 

Veblen was not a member of the original faculty, but only a fellow, 
registered for courses in economics in the graduate school. He was now 
thirty-five years old. In the economics department one of his Johns 
Hopkins classmates, Edward W. Bemis, was an associate professor, and 
another associate professor was a· man younger than Veblen, without even 
the conventional Ph.D. Another Hopkins classmate, C.W. McClintock, 
was an assistant professor in another department. Veblen kept aloof from 
the faculty. Caldwell respected him highly, but was never successful in 
stirring up a discussion with him. Most of the burden of editing The 
Journal of Political Economy fell upon Veblen's shoulders, but this fact 
was not officially· recognised until some time later. The translation of 
Gustav Cohn's Science of Finance was the first work in a projected 
series of Economic Studies. Originally it was to be the joint task of the 
entire staff but Veblen, with his command of German, did all the work 
on it. He ;rote an article or two for President Harper, and said of this 
activity: "Harper departed from all his educational ideals. There is_ evi-. 
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dence of it in a comparison of what he did, with'his early addresses. I 
know, for I wrote the addresses." 

A course by Laughlin on American Agriculture was scheduled, but 
before it was actually given Veblen wrote two articles in the first volume 
of The Journal of Political Economy-"The Price of Wheat Since 
1867'' and "The Food Supply and the Price of \Vheat." The articles 
seemed to fit the demand for practical work, and Laughlin felt that 
Veblen should give the course. . 

In the first article the history of American agriculture was recapitu­
lated. Veblen described the dramatic variations in wheat prices, particu­
larly the great fall in prices that took place during the first half of the 
preceding decade, and noted the effects produced by the railroad com­
panies, middlemen, and revolutionary change~ in technology, and in the 
traditions of flour production. A student of the Populist movement said 
the article "concludes that with some exceptions wheat-growing is still 
generally profitable." This customary reading seems to be due to Veb­
len's roundabout, strategic literary habits rather than to his actual state-
ments.10 · 

If the first article gave the impression that the farmers generally were 
prospering, the second showed that no fear need be felt of food prices in­
creasing. It was being said at the time that "the date at which the land 
available for tillage shall have been definitely occupied is near at hand, 
and that when that day arrives a great and 'sudden' advance in agricul­
tural prices is to be looked for, with its consequences, of great gains for 
the farmer-for the American farmer perhaps, in an especial degree­
and of distress for all peoples who get their supply of food largely from 
other countries." Veblen contended, however, that in farming as in 
other occupations "a continual improvement in methods and a steady 
decline in cost of production, even in the face of a considerably in­
creased demand," may not improbably take place. Thus in view of the 
farmer's position in the money economy and this technological move­
ment, "even apart from any lowering of the cost of articles of necessary 
consumption, it is fully within the possibilities of the situation that no 
permanent advance in farm products need take place at all for a genera­
tion or more." 

During the last quarter of the year Veblen began teaching his course 
on socialism. No one could determine whether he was himself a socialist. 
He used Thomas Kirkup's History of Socialism as a textbook and agreed 
with Kirkup that Rodbertus was not the founder of modern socialism, as 
spokesmen of classical economics were asserting. Rodbertus's "ideal of 
the socialist state was a monarchy constructed on the lines of narrowly 
Prussian tradition." In a review of Kirkup's book Veblen said the 
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author does the socialists a service in calling attention to the fact that 
"socialists do not propose the abolition of capital." But "much less 
creditable is the author's acceptance of the socialist interpretation of 
Ricardo." Kirkup interpreted socialism as the co-{)perative movement, 
but Veblen said the view is "forcibly set forth in the concluding pages 
of the book" that "the whole trend of the modern industrial development 
is distinctly socialistic, and that socialism ( ~ollectivism) is but the logical 
outcome of the continued growth of democracy under modern condi­
tions." The book "falls short of an exhaustive analysis of the social 
ills on which the socialist movement feeds, as well as the full scope of 
the social changes that must be accomplished if the remedy for these 
ills is to be found in the direction of that movement." 

Veblen wrote reviews of anthropological works which dealt with 
agriculture, and used them as opportunities for comments on the institu­
tion of property. In discussing B.H •. Baden-Powell's Land-Systems of 
British India, he said that where "as in the case of the T6das ••• con­
quest and invasion by alien peoples have not disturbed the ancient order, 
at least within historic times, the system, and the prevalent concepts with 
respect to land tenure, which the English found in vogue on acquiring 
the over-lordship of the country, were of such a simple and primitive 
character as to bafBe the officials by affording no features comparable to 
the concepts familiar to European_ habits of thought." Baden-Powell's 
work was a demolition of the theory of Sir Henry Maine, the historical 
school, and Spencer, that the original germ of modern industrial and po­
litical society was a " 'primitive Aryan village community,' in the sense 
of a patriarchal-communistic tribal group." Studying the same tribes ob­
served by Maine, Powell found that there was never a stage of "joint 
holding by the tribe collectively." There are two distinct types of village 
communities. In one there is no. claim nor acknowledgment of "joint 
ownership of the whole estate, or joint liability for burdens imposed by 
the state." In the other "a strong joint-body • • • has pretensions to be 
of a higher caste or superior title to the 'tenants' who live on the estate." 
The first form of the village, of Dravidian not Aryan origin, is one in 
which the "cultivators-practically owners of their several family hold­
ings-live under a common headman, wi~ certain common officers. an~ 
artisans who serve them . • . and there ts no landlord (class or mdt­
vidual) over the whole." The second or predatory form is thought to 
have grown out of the first by the "superposition of a landlord," in con­
quest or in various quasi-peaceable means. "The active factor in produc­
ing a joint ownership vested in a class 'of higher caste' and 'superior title' 
has been the institu'tion of family property and family inheritance." 
When the original acquirer of lands dies and "a body of joint heirs sue-
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ceeds, fiJ6 soon find" numher of co:.sharers, all equally entitled, claiming 
the whole estate, and (whether remaining joint or partitioning the fields) 
forming what is called a 'joint village community.'" A predatory, 
parasitic class was thus the logical result of the institution of property, 
which was originally developed, at least ostensibly, to maintain peace 
and equality. 

Chicago at that time was still a new city, with almost unlimited ambi­
tions. The "somewhat forced and pretentious quality of its nascent cul­
ture" oppressed sensitive spirits. Hamlin Garland described the city as 
"only a big country trade centre ••• an ugly, smoky, muddy town built 
largely of wood, and "its great men were sons of villagers." The con­
trast between the dwellings on the lake front,- where the university was 
located, and those back of the Yards or in South Chicago, was evidence 
of the "sharp division of wealth from poverty." Chicago's substantial 
citizens held that "business is business" and consequently were "an­
noyed at the very notion of social control." The "city of opportunity," 
James Hayden Tufts said, had been a "school for forceful leaders," and 
"the power and the attitude of brooking no resistance • • • gave rise in 
some cases to a disposition which, if not arrogant, was at any rate little dis­
posed to submit to restraint or dictation. • • • The tendency was rather 
toward fighting out controversies than toward compromise." 11 

For a short while there was an apparent reign of peace and good will. 
It was felt by leading citizens that rather than the repressive measures 
adopted after the Haymarket episode "the only cure for the acts of 
anarchy was free speech and an open discussion of the ills" of the social 
ordet.12 The Columbian Exposition opened in 1893, and the Fair 
Grounds and the University of Chicago were side by side. The "White 
City,'' the Fair Grounds, rose pari passu with the "Gray City," the Uni­
versity. The Divinity School took shape within a few hundred yards of 
the Ferris Wheel and the Street of Cairo. In the words of Henry B. 
Fuller, one of the outstanding literary figures of the day, "for the first 
time cosmopolitanism visited the Western world; for the first time 
woman publicly came into her own; for the first time, on a grand scale, 
art was made vitally manifest in the American consciousness." 13 Chicago 
became for a decade the leading literary centre of the country. A labour 
meeting, held for the benefit of the delegates to the Labour Conference, 
adopted the following r~solution: "The working men and women of 
Chicago • • • hereby extend to their brothers and sisters of Great Britain 
and Ireland, Europe and Australia, greetings of fraternity and fellow­
ship, recognising in the similarity of the problems of unemployed and 
misemployed men, land, and machinery here and there, that the cause 
of the emancipation of labour is essentially one and the same the world 
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over; and pledging themselves to unite with all working men in the 
spirit of international patriotism across all dynastic and tribal barriers to 
make the world of industry a republic, to make all its inhabitants fellow 
citizens, and restore to every citizen his alienated though inalienable 
rights to life, liberty, and happiness here on earth." 14 

To many, however, the gaudy display of the Exposition, the "pseudo­
classic" architectural scheme, and the magnificent Krupp exhibit of 
instruments of destruction, costing $J,ooo,ooo, were tokens of an im­
perialistic nation. The Pullman Palace Car Company, owner and land- . 
lord of the "model" suburb of Pullman, distributed a leaflet declaring 
"at an early date the beautiful town of Pullman will be a bright and 
radiant little island in the midst of the great tumultuous sea .of Chicago's 
population; a restful oasis in the wearying brick-and-mortar waste of an 
enormous city." A social worker asked "Baron" George Pullman "what 
means the Company took to ally its employees and other residents of the 
town with its policies," and he tersely replied: "A clause in every lease 
enables us on short notice to be rid of undesirable tenants." 15 Smouldering 
class·antagonism burst forth again when Governor Altgeld asserted that 
the whole Haymarket affair had been a judicial murder and pardoned the 
surviving anarchists. "The press from coast to coast united in heaping 
vilification upon the head of the executive who thus opened the gates 
from within to the 'anarchist snakes.' " 18 

There came a panic and a long period of depression. Representative 
Lane of Illinois declared in the House: "Mr. Speaker, my people do 
not have to consult Chevalier, John Stuart Mill, Ricardo, or any other 
writer to understand their conditions." 17 The unemployment problem 
was worse in Chicago than in any other locality because of the horde of 
workmen attracted by the Fair. The sleeping forms of the homeless so 
thickly littered the damp cold corridors and stairways of the old City Hall 
that one could scarcely pass through without stepping on them. Workmen 
smashed windows and insulted policemen in order to be jailed, fed, 
and warmed. The chairman of a city emergency relief committee de­
clared: "Silence, inaction, or apathy in the midst of such distress as exists 
in Chicago, at present would be a crime. • • • Famine is in our midst." 18 

But even the committee ceased its efforts in a short time. Great demon­
strations of the unemployed were made on the lake front, and the Ameri­
can Federation of Labor complained that an order "enforced by the chief 
of police • • • was to club and brutally maltreat all unemployed who 
gathered" there.19 

. 

The noted English journalist, Will!am ~· St~a~: was so ~oved. by 
the contrast between the ideals of the 'White City and the mcreasmg 
labour troubles and hideous slums that he issued a city-wide call for a 



100 THORSTEIN VEBLEN 

mass meeting under Trade Union auspices. Side by side on the stage sat 
leading businessmen, labour leaders, city officials, representatives of ex­
clusive clubs, preachers, saloon keepers, gamblers, theological professors, 
society women, "madames" from houses of ill fame, judges, and an­
archists. Stead asked: "If Christ were to come to Chicago today" what 
would he think of it? It was a "disgrace to a civilised country" that it 
should be necessary for the unemployed to herd with criminals in finding 
no place to sleep except the stone floor of a police station. The veteran 
socialist leader, Thomas Morgan, created an uproar by exclaiming: "Now 
the veil has been torn aside, and you members of the G.A.R., of the 

-Y.M.C.A •••• temperance societies ••• and Daughters of America, 
have been able to see the skeletons in your closet. Your labouring men 
may assemble peacefully on the lake front, begging for work, and with 
the strong arm of the law are driven back into their tenement houses, 
that the visitors who come to see the White City might not see the misery 
of the Garden City which built it. Here and everywhere the puny voice 
of those who suffer and have suffered is refused to be heard, is drowned 
out in one way or another, by this awful, hopeless social condition." 20 

At an Interstate Anti-Trust Conference held in Chicago, a resolution 
was submitted calling for the nationalisation of the railroads and coal 
mines. Thirty Populists of the seventy-seven delegates bolted the conven­
tion and adopted the resolution. 

The American Federation of Labor held its national convention in 
Chicago, and the delegates were greeted by the representative of Chicago 
labour with the words: "In the name of that homeless wanderer in this 
desert of stone and steel, whose hopeless heart lies leaden in his bosom, 
whose brain grows faint for want of food-in the name of that unneces­
sary product of American freedom and prosperity, the American tramp, 
I bid you welcome to the Imperial City of the boundless West." 21 

Thomas Morgan submitted to the convention a resolution calling for 
government ownership of all the means of production and carrying the 
endorsement of the Illinois Federation of Labor. It was barely defeated. 
The Populist proposal calling for a government issue of five hundred 
million dollars in greenbacks to put the unemployed· to work was en­
dorsed, however. 

Laughlin reprinted in The Journal of Political Economy an address 
of J. Shield Nicholson, "The Reaction in Favour of the Classical Po­
litical Economy." Orthodox economics cannot be "stifled by socialism." 

_"Adam Smith did not invent but discovered the system of natural lib­
erty," and any legislative attempts to interfere with the system are "fore­
doomed to failure." That the system of free contract is the order of 
nature has become "more apparent than ever through the application of 
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the comparative and historical methods to jurisprudence; the proposition 
th~t the progress of society is from status to contract has almost acquired 
the force of an axiom." 

Ely. and his student, John R. Commons, organised an American In­
stitute of Christian Sociology at Chautauqua, composed of "earnest Chris­
tian men;'' who were impressed by the need of "encouraging . • . among 
the people of America the study of social questions from both the scientific 
and Christian standpoint." 22 Henry Drummond came to America again 
to speak on the divine guidance of the evolutionary process, and to help , 
develop among boys the organisations known as "Boys' Brigades.'~ The 
objects of the Brigades, secured through "military drill and discipline," 
were "the advancement of Christ's kingdom among boys and the promo­
tion of habits of obedience, reverence, discipline, self-respect, and all that 
tends toward a true Christian manliness." 28 

Drummond came to the University of Chicago and was impressed by 
the startling innovation of summer school, "which made the institution 
wonderful in the way in which classes go on all the year around.". He 
delivered the convocation address, "Some Higher Aspects of Evolution'." 
"Due to the fact that the theory of development became known to the 
popular mind through the limited form of Darwinism, the whole sub­
ject" of evolution "began out of focus, was first seen by the world out of 
focus, and has remained out of focus to this present "day." The teachers 
of sociology give the proper viewpoint, "and it is to them one would look 
for the instruction of the country, in the ways and means of betterment, 
for the illumination of the pulpit, the leavening of the press, the gradual 
hallowing even of political life, with rational, scientific, and, above all,. 
feasible ideas of progress." 24 

Small, with George Vincent, vice-principal of the Chautauqua system, 
published an Introduction to Society in 1894. Sociology is "the synthesis 
of the social sciences," "the philosophy of welfare," an "art." It is "the 
scientific counterpart of characteristic popular convictions." The purpose 
of sociology is not the "cure of social disease" but the "development of 
social health." Socialism was attacked because it means "artificial recon­
struction." It was suggested instead that sociologists search for ."yet un­
known facts and relations" for the improvement of an already healthy 
society. Defectives, dependents, a?d delinquent~ are not "properly mem­
bers of society," but are ''unsocial classes," viOlators of "the laws of 
nature or of the state." The work of the "Christian Settlement," the uni­
versity settlement was praised. Edward Cummings of Harvard, how­
ever, sharply criti~ised the "scholar ~n ~hilan~hropy." "If, perchance," 
the university settlement "sha~l pubhsh Itself m papers and reports, let 
the subscription-gathering details of lectures, concerts, and clubs be sup-
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plemented now· and then· by that. marshalling of facts, stronger and 
stranger than fiction, that shall be beyond the peradventure of cavil, 
holding the mirror up to city life till the 'other half' shall know the 
wrongs, and right them, if need be, for very shame." 21l 

Ernst Grosse's Th11 Beginnings of At'l was translated from the Ger­
man under the editorship of Veblen's friend, Professor Starr. The book, 
written in a sophisticated, sceptical manner, was an attempt to study art 
in relation to culture through the art of primitive peoples. The factor 
characterising a culture is the manner in which the social group earns its 

·living. Other cultural phenomena have been formed and developed 
under the overwhelming pressure of this factor. The Kaffir belief in 
spirit, for instance, has grown from an independent root, but its form, 
the "belief in a hierarchal order of ancestral spirits, is • • • the reflection 
of the hierarchal order of the living, which is • ·• • a resultant of the pre­
vailing occupation of cattle-raising, with its warlike and centralising 
tendencies." The "cultural significance of production" is best revealed in 
the development of types of the family. Where feminine industries, the 
saving and care of useful plants, develop, the woman as chief supporter 
and as mistress of the soil is the centre of the family, and the matriarchal 
form prevails. But the greater part of mankind has advanced along the 
masculine industries, hunting for animals and cattle-raising. This tends 
to the form of a centralised military organisation, and thus comes "that 
extreme form of the patriarchate in which a woman is a slave without 
rights under a marital lord clothed with despotic power." By predatory 
pressure and custom the patriarchal system is imposed upon the matri­
archal. vanquished with the result that all civilised nations today are 
"more or less sharply marked with the patriarchal family." 

The decisive role of production is revealed also in art, particularly in 
"personal decoration." With the exception of the Eskimos, primitive 
peoples "are much more richly and carefully decorated than clothed." 
Body painting is not primitive clothing but decoration. Red, denoting, 
as the colour of blood, the effect of war and the chase, is "an important 
part of ornament, especially in masculine decoration." Scarification, de­
noting family and rank, is highly desirable. Female virtue, indicated by 
the use of dress, "marks the culmination of the patriarchal form of the 
family and society" which "punishes every infidelity on her part as a 
violation of [the husband's] property rights." Primitive decoration owes 
its effect to "what it represents." Scars, for instance, are an "honourable 
evidence" of courage and endurance. 

No substantial difference exists between civilised and primitive orna­
ment. "Scars, the very rudest form of barbaric ornament, are worn with 
pride at the central point of the highest modern culture, and are re-
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garded with corresponding admiration. While the sons of our higher rank 
honour Australian scarification, the lower classes, after the example of 
Bushmen, delight in tattooing. We have • • • renounced lip-plugs and 
nose-sticks; but even our cultivated women do not hesitate" to wear the 
no less barbaric earrings. "Civilised rouging corresponds to certain kinds _ 
of primitive painting. • ·• • The difference between a gold-mounted bead 
necklace from Venice and a leathern 'tooth' collar from Australia lies not 
so much in the form but in the material" and the workmanship.'' 

In higher stages of civilisation personal decorations have the more 
extended and important function of serving for class distinctions. Cos­
tumes distinctive of ranks and classes do not exist among really primi­
tive peoples because they have no ranks and classes. These societies ap­
proach a state of anarchism, and all the members are about equally poor. 
Primitive styles remain constant, but in the class cultures fashion is the 
outcome of dress and rank. A certain style is worn at first by only the • 
highest group, and serves as a mark of class. "For this very reason the 
lower ranks strive all the more earnestly to acquir~ the elegant dress, and 
in the course of time the dress of rank becomes the dress of the nation." · 
The higher classes, always anxious "to distinguish themselves from the 
lower," then "invent or adopt another special form of dress, and the 
game is begun anew.'' 

Laughlin wrote for The Chautauquan an article called "Economic 
Effects of Changes in Fashion." Whatever difficulties are created by fash­
ion are only temporary, and its changes are beneficent. They are an "in­
fluence in steadying the employing of labourers, and maintaining a con- . 
tinuing production," and are inevitable. The total production of the 
community cannot be affected by changes in fashion. 

Veblen, now promoted to reader, continued to develop what might be. 
a workable socialistic economics. In a sympathetit review of Karl Kaut­
sky's Der Parlamsntarismus, dis V olksgssstzgsbung und dis Social.. 
dsmokratis, he said: "A livelier appreciation of the meaning of the 
dogma that socialism is the 'next stage in social evolution,' that it will be 
reached if at all by an evolution from existing forms of social organisa­
tion, is bringing into fuller consciousness the implication that socialism 
is the industrial republic, not industrial democracy, and that the means 
by which it will do its work must be, if anything, a further development 
and a perfected form of the means emEloyed by the political r~public_ in 
its sphere." In conclusion ?e declared: Perhaps ~e first reflectiOn w~tch 
this change, or growth, will suggest to cons~tlve meJ?bers of ~oo~ty, 
is that it renders socialism all the more effective an engme for rmschief, 
the more reasonable it becomes on all other heads than its chief character- · 
istic of antagonism to the institution of private ownership." 
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William E. Bear had said in his Study of Small Holdings that a sys­
tem of small farms and allotments was not only highly desirable for 
present tenants, but also for landowners. Veblen remarked in his review: 
"This matter-of-course solicitude for the interests of the landowners is 
sufficiently naive, but it is thoroughly characteristic of the British view 
of the agricultural question." Such an attitude makes it impossible to 
remedy the situation. "Involuntarily, if not unconsciously, it is implied 
that a decline of rents is the sole and inevitable remedy for the depression 
[in agriculture], but it is at the same time similarly implied that a de­
cline of rents is something approaching a moral impossibility." 

!!mile Levasseur, a follower of the classical school of economics, wrote 
a book on American agriculture maintaining, said. Veblen, that the com­
plaints of American farmers are "not altogether well grounded. The 
American farmer has the advantage of low rent, or of a low price of 

· land (which is the capitalised expression of a low rent), and this suggests 
t that the remedy ready at hand for the depression in agriculture in France 
and other European countries" is a lowering of rents to the true value of 
land as a means of production. Veblen turned the argument to point out 
the disadvantages of the American farmer. "When the rule is applied to 
the farming industry of this country, as the facts of the situation today 
are applying it with constantly increasing rigour, it affects not so much 
the relation between tenant and landlord as that between debtor and 
creditor, and what is of equal significance and is submitted to with equal 
reluctance, it reduces the nominal value, the value in terms of money, 
at which the 'independent' farmer's property is capitalised." Levasseur's 
favourable opinion of the future of American agriculture is described by 
Veblen as "hopeful without being enthusiastic." 



CHAPTER VII 

T
HE demand for government. issues of greenbacks to put the 
unemployed to work culminated in I 8 94 in the march toW ash­
ington of armies of unemployed from all parts of the. west. 
The first and main group, known as the "Army of the Com­

monweal," was organised by Jacob Coxey, who had been converted to 
the cause at the great Silver Congress in Chicago the previous year. 
Chicago was the nerve centre of the movement. The slogan of the 
armies, "the petition in boots," was suggested by Isaac Hourwich, an .· 
exile from Russia and a docent in the department of economics at Chi- • 
cage. He compared the marchers to the movements of the Russian pea£.·' 
ants beseeching the Tsar for relief. . 

Thirteen armies attempted to get to Washington. In Iowa the attorney 
for the Northwestern Railroad called for the militia, and threatened that 
if a train were seized he would send a wild engine with the throttle open 
to meet it, "and the wreck will solve the problem as to whether we are 
obliged to carry these men without remuneration." Bellamy gave the 
armies his blessing, and Populists asked if "the_ bankers and usurer class, 
who at the present time so completely dominate our government," can 
appear before congressional committees, why not this "living petition" . 
of the workingmen? The wife of one of the executed Haymarket an­
archists told the Chicago Commonwealers that they had "built America" 
and they "deserved the good things of the earth." It was claimed that 
the armies were composed of ignorant, revolutionary foreigners, in­
curable tramps and hoboes .. Hourwich made a thorough investigation 
with a trained assistant, of one of the two Chicago armies, and declared 
that most of the members were Americans and were willing to work.1 

"The ostensible purpose of the 'Army of the Commonweal,'" said 
Veblen, "has been the creation of a livelihood for a great number of 
people by means of a creation of employment, to be effected by a crea­
tion of capital through the creation of fia~ money .. That is to sar, OI?- the 
face of it the heart of the 'movement' 1s an articulate hallucmatlon." 
But it m~ks "a new departure in American methods .•• and a new de­
parture in any people's manners of life and of looking at things does not 
come about altogether gratuitously." The basis "must be something more 
vital than a feigned sentiment." The movement was a sign that the basic 
institution of property was being questioned by a great many people. 
. IOS 
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" 'Capital,' to this new popular sense, is the 'capital' of Karl Marx" not 
"that of the old-school economists or of the market place. The concept of 
'property' or of ownership is in process of acquiring a flexibility and a 
limitation that would have puzzled the good American citizen of a 
generation ago. By what amounts to a subconscious acceptance of Hegelian 
dialectic it has come about that an increase of a person's wealth, beyond 
a certain ill-defined point, should not, according to the new canon of 
equity, be permitted to increase his command over the means of pro­
duction or the processes which those means serve. Beyond an uncertain 
point of aggregation, the inviolability of private property, in the new 
popular conception, declines. In Hegelian phrase, a change in quantity, 

. if it is considerable enough, amounts to a change. in kind. A man-still 
less a corporation-must no longer do what he will with his own, if what 
is classed as his own appreciably exceeds the average. It is competent for 

·· his neighbours to appeal for his guidance to the corporate will of the 
community, and in default of an expression of the corporate will the 
neighbours in question may properly act vicariously for the community." 

This change in conception "means the difference between the civil re· 
public of the nineteenth century and the industrial republic of the social­
ists, with the gradual submergence of private initiative under the rising 
claims of Industrial solidarity." But "if the industrial republic is to be 
Boated in on the wave of sentiment which has carried the Army of the 
Commonweal, it will not be the anarchist republic of autonomous com­
munes held.together in a lax and dubious federation." The nature of the 
comprehensive industrial process forbids such a form. The Commonweal 

·movement is "but an expression of the fact • • • emerging into popular 
consciousness, that the entire community is a single industrial organism, 
whose integration is advancing day by day, regardless of any traditional 
or conventional boundary lines or demarcations, whether between classes 
or between localities." 

The substance of the movement "has been furnished by the situation" 
but its form has been developed by three influences: first, the protection­
ists with their fiat prosperity and the greenbackers and bimetallists with 
their fiat money; second, the Christian socialists, "the gentler-mannered 
spokesmen of the pulpit, whose discourse runs upon the duties of the 
rich towards the poor, and of rulers towards their subjects-the duty of a 
'superior' towards an 'inferior' class; these bear testimony to the strength 
and beauty of the patriarchal relation-the Spencerian relation of status." 
Veblen was here turning Spencerianism against Spencer, who held that 
this interest in the defective was an expression of beneficence which was 
the outcome of the life of free contract. The third influence came from 
the socialists of the chair, believers in the "divine right of the state," 
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with their catchword, "look to the state," and their maxim of "political 
wisdom" that "the state can do no wrong." This belief in "the divine 
right of the state" was really the old belief in the divine right of the 
king. The "change of phraseology marks a step in the evolution of 
language," but "the spirit remains the same as ever," the "spirit of 
loyalty, petition, and submission to a vicarious providence." This position 
has been called state socialism, but it is. in principle related to socialism 
as is the absolute monarchy to the republic. But along with the "in­
dustrial paternalism" fostered by these three influences "goes a valuable 
acquisition in the shape of a crude appreciation of the· most striking and 
characteristic fact in modern industrial evolution." "The changed atti­
tude on an economic question . • • is in substance due to a cumulative 
organic change in the constitution of the industrial community." Char­
acteristically adding a number of clauses denying that such a change was 
necessarily in the offing or that it .made· the existing situation better or • 
worse, Veblen concluded: "To use a Spencerian phrase, advancing 'in­
dustrial integration' has gone far enough to obtrude itself as a vital fact 
upon the consciousness of an appreciable fraction of the common people· 
of the country." 

The Commonweal movement was a fiasco, but a· more significant dis­
turbance followed it. The famous Pullman Strike, or "Debs Rebellion," 
said Jane Addams, revealed "as did nothing else that distinct cleavage in 
society, which a general strike at least momentarily affords." The Pull­
man Company cut wages approximately twenty-five percent within less 
than a year, but refused to reduce the rents in the company-owned tene- . 
ments, maintaining that the two businesses were entirely separate invest­
ments. The Chicago Council, the Civic Federation, and the mayor asked 
the company to arbitrate, and William McKinley, then governor of 
Ohio, sent his brother to intercede with Pullman, but Pullman said that 
he had nothing to arbitrate. The American Railway Union, to which 
some of the Pullman employees belonged, ordered a sympathetic boycott 
and strike, forbidding members to handle Pullman cars and equipment. 
The company obtained the assistance of the General Managers Associa­
tion, which determined the labour policy for twenty-four railroads cen­
tring in Chicago. Eugene V. Debs said that the "contest is now on between 
the railway corporations united solidly on the one hand, and the labour 
forces on the other." By July 6 only six of the roads entering Chicago 
had unobstructed service. · 

A sweeping in junction ~ iss~~d, which made "the very command" 
of the union leaders "to therr stnking men • • . an open defiance of the 
courts." The principal union officials were held unde: ba~ for conspi,r;cr 
under the Sherman Anti-Trust Act, rearrested for viOlatiOn of the un-
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tenable" in junction, and charged with contempt of court. At the request 
of the General Managers Association 3600 United States deputy marshals 
were appointed, and were paid by the railway companies. President Cleve· 
land declared a state of insurrection existing, and sent troops into Chicago. 
Altgeld said he was ready to send state militia wherever local officials 
requested them, but protested against the president's violation of state 
sovereignty. According to Brand Whitlock, a drunken colonel of the 
Federal troops expressed his wish that he might order a whole regiment 
to shoot the strike sympathisers, who were wearing white ribbons, "each 
man to take aim at a dirty white ribbon." "In one hour," exclaimed 
Uoyd, the Democratic Party "sacrificed the honourable devotion of a 
century to its great principles and surrendered both the rights of the 
states and the rights of man to the centralised corporate despotism to 
which the presidency of the United States was then abdicated." 2 

The Chicago trade unions appealed to the American Federation of 
Labor to call a general strike. The Executive Board of the Federation 
hurriedly convened in Chicago, and issued a statement calling Pullman 
"a public enemy," and protesting against the "array of armed force" of 
"brutal moneyed aristocracy." "The people are once more reminded of 
the immense forces held at the call of corporate capital for the subjuga­
tion of labour •••• The Federal Government, backed by United States 
marshals, in junctions of courts, proclamations by the President, and sus. 
tained by the bayonets of soldiers, and all the civil and military machin­
ery of the law, have rallied on the summons of the corporations." 1 

During the strike the convention of the State Federation of Labor 
met at Springfield. Morgan's nationalisation measure in its original form 
was again barely defeated, but Lloyd succeeded in having a modified 
version passed. In Chicago the Populists nominated Lloyd for Congress. 
The author of the thirteenth amendment, Lyman Trumbull, had be­
come "convinced that the poor who toil for a living ••• were not get­
ting a fair chance," and supported Uoyd's candidacy, thereby creating 
a national sensation. 4 

On July 13 the American Railway Union agreed to c~ off the strike 
if the men were taken back, but the victors were intent on a complete 
victory, and for years the strike leaders were hunted down and forced 
out of whatever jobs they could obtain. 5 In August, Altgeld, after visit­
ing the town of Pullman, asked George Pullman to forgo all back rent 
up to October 1, to help relieve some six thousand starving people. The 
state, he asserted, had spent $50,000 to protect Pullman's property, but 
Pullman did not respond, and Altgeld issued a proclamation calling for 
relief contributions. 8 

In the issue of The 1 ournal of Political Economy for September I 894, 
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Von Holst published a hysterical article on the strike, "Are We Awak­
ened?" He was wrought up over the "subversive tactics" and aims of 
the strikers and Altgeld. The American Railway Union was an "arrogant 
intruder." Compulsory arbitration was the "consummation of the rankest 
socialism." He deprecated the lack in the troops of more ruthless meth­
ods, which might have cowed "all organized labour'' for "a good num­
ber of years." "Bonaparte said: 'Shooting down one thousand at the right 
time is s:tving the lives of tens of thousands in the future.' " Altgeld and 
his group were "wily mischief-makers," and his protests were "im­
pertinent." With such men in power, "popular sovereignty .•. is a 
dastardly practical joke, played by the people upon themselves, and the 
sooner they go to Europe a-begging for some well-behaved prince out of 
employment the better for them." 

In the same issue a note on the strike, apparently written by Laughlin, 
maintained that immigration and the increase of the labour population 
were the causes of the trouble. "Immigration [is] bringing in lawless 
hordes who cannot linderstand our institutions ..•.• When labourers 
are reducing wages against themselves, it is sheer ignorance to put the 
cause of it on an employer." 

At about the same time the Board of Trustees accepted in behalf of the 
university a portrait of Rockefeller and the president of the board de­
clared: "The man who devotes his intelligence and his energies to build­
ing up and managing a great indristry. or business is a useful and worthy 
citizen, and the fortune which he acquires is both the badge and the re­
ward of his usefulness." 1 

Ely was now at the University of Wisconsin. Shortly after the strike 
was crushed, he was accused by an elected official, the state Superintendent 
of Public Institutions, of justifying and encouraging strikes and boy­
cotts, of giving advice and aid to striking printers in Milwaukee, of en­
tertaining a walking delegate at his home, and of upholding socialism 
in his works. The university authorities immediately ordered an in­
vestigation into Ely's teachings, and the press generally commended 
this action. The Chicago Inter-Ocean said: "Men who feel that it is 
their mission to teach socialism have no business in our universities." 
The Milwaukee Wisconsin said: "The state cannot maintain a propa­
ganda directed against the political· and socia~ princip~es em?odied in the 
constitution." The newspaper of the opposite poltttcal fatth declared: 
"Great harm can be done by a man in Professor Ely's position with a 
false system of political eco?omy: • : • If he is teachin&" fa!-se do;;nnes 
he should be admonished; 1f he 1s nght he should be vmdtcated. The 
Baltimore Sun however, maintained that Ely was no heretic. It quoted 
with approval from The Review of Re<CJiews that "more than any other 
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professor he preaches the truths, which are instinctively believed by the 
mass of men." 

From the platform of the Chautauqua amphitheatre Bishop J .H. Vin­
cent proclaimed throughout the country Ely's lengthy denial of any 
heresy. "If true, [the charges] unquestionably unfit me to occupy a re· 
sponsible position as an instructor of youth in a great university." But "I 
deny'' every one of "these base and cruel calumnies." "I have maintained 
that even could socialism be organised and put in operation it would stop 
progress and overthrow our civilisation." Said The Washington News, 
"Such a denial was unnecessary for the many persons who know him, and 
denials as to his socialistic tendencies were unnecessary for those who 
know him only through his books." 8 

The commission appointed to investigate the "Debs Rebellion" issued 
a report which put most of the blame upon the employers. The auto­
cratic control of the Pullman Company was sharply criticised, the use of 
the in junction was questioned, and the General Managers Association 
was held up as an "illustration of the persistent and shrewdly devised 
plans of corporations to overreach their limitations and to usurp . in­
directly powers and rights not contemplated in their charters and not 
obtainable from the people or their legislators." They do not have the 
right to form such an organisation "to fix rates for services and wages, 
nor to force their acceptance, nor to battle with strikers." The develop­
ment of the association must lead to the question "which shall control, the 
government or the railroads, and the end would inevitably be govern­
ment ownership." As long as the companies are allowed to take joint 
action to fix wages for their mutual benefit, it "would be rank in justice 
to deny the right of all labour upon railroads to unite for similar pur· 
poses." The commissioners recommended that unions be recognised, that 
labour contracts forbidding union membership be declared illegal, and 
that some form of compulsory arbitration be established. 9 

Harper's Weekly, voicing business sentiment, declared that the report 
constituted a "silent revolution," for "the most momentous stage in 
every revolution is that which takes place silently in the popular mind." 
"The principles silently assumed by [the commissioners] throughout 
the report are the negatives of all those on which civilised society has 
hitherto rested. Economics in their minds is not science but senti­
ment. ••• The society to which they look is not the Christian and in­
dustrial civilisation which embodies all that history has achieved for man, 
which reverences the moral law, and applies it by guarding vested rights 
as sacred, but is a vague dream of a socialistic community, in which every 
man has an undefined claim upon the property and labour of every other. 
These principles, we firmly believe, need but to be disentangled from 
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the specious disguises of irrelevant fact and plausible thought which fill 
this report to be rejected by the strong sense of the American people." 10 

Clark devoted his presidential address before the American Economic 
Association to denouncing "the modern appeal to legal forces" to ad just 
wages. Society is organised on the "natural or · competitive method of 
adjusting shares in distribution." Compulsory arbitration is socialism. 
It "would adjust wages in a way that would depart more or less from 
the standard set by the productivity of labour." Strikes might be more 
efficient than individual bargaining in bringing about the natural rate of 
wages, since "the waste is easily smaller," and the "massed idleness ••• 
is something that can be measured and, in a practical way, dealt with." 
But those strikes which demand more than labour creates will fail, and 
as a matter of fact the "pay that could be secured by a strike is often 
conceded without one." The competitive "form of society that evolution 
has secured" is a "dynamic one. Competition is a guaranty of a move­
ment that will satisfy the demands of a healthy optimism. . • • By 
processes that others control, and by wealth that others own, the labourer 
will get, in the end, the most valuable personal gains. Mastership and 
plutocracy, in a good sense, yield by natural law a democratic result, for 
it is by the wealth that these ensure that the productive power of labour 
must rise." "Whether we shall retain this system or not is not an open 
question. We shall have to retain it." "The present result may or may 
not be harmony" but "the ultimate fruit of it' is prosperity." 11 

At the same meeting one of the strike commissioners, Carroll D. 
Wright, pleaded for what Clark called socialism, maintaining that the 
action of railway companies and other corporate interests denoted a 
"silent revolution." The railway companies were supporting an expen­
sive lobby at Washington to pass a pooling measure, supposedly in the 
interest of shippers. Inevitably the demand will arise, said Wright, "that 
the government shall take charge of the roads-not purchase them­
shall take charge of the roads and out of the proceeds of th~ transporta­
tion business guarantee to the existing stockholders of the roads a small 
but reasonable rate of dividend. Under such a seductive movement the 
stockholders themselves, conservative men, men in this hall now, will 
vote for the striking of the blow. All this, as I have said, will be at the 
demand and in the interest of the railroads and shippers; and not of the 
labour involved in carrying on the work of transportation, as the demand 
of today for the enact~ent of the pooling bi~ is allege~ to ~e largely 
in the interest of the shtppers and of the public welfare. W nght won­
dered whether the pooling lobby would demand "the extension of the 
same principles to labour, and ask for their employees the status of semi­
public servants." It would seem "to be inconsistent to demand even par-
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tia1 governrnentil control on one side and to insist upon laisse:-fair6 
upon the other. The dictates of the highest patriotism again demand that 
there should be consistency in these matters." 

Most of the economists who took part in the discussion, Arthur Twin­
ing Hadley, Elgin R. L. Gould, Edward W. Bemis, Edward Atkinson, 
Richmond Mayo-Smith, apparently were uncertain of the meaning of 
Wright's paper. He remarked: "The motive of my paper has not been 
recognised fully, I see. There was some irony in it. If there is any state 
socialism going on under national legislation today, the railways and 
corporations are carrying it out, and they are doing it in the alleged inter­
ests of shippers, with great magnanimity on their part." If freight rates 
are to be fixed by the measure creating "one great trust" in the business 
of freighting, then the system ought to be compl~ted "by bringing labour 
into the arrangement as well as the railways and shippers." Since, "as 
some claim, we are legislating the railroads out of state socialism," by 
the pooling measure, "let us legislate labour out of state socialism as 
well." 12 

Radical changes were threatening, but sociologists and economists dis­
pu~ed at the meeting over the proper boundaries of the several social 
sciences. Small insisted that sociology was the basis of all the social sci­
ences, Franklin H. Giddings of Columbia that sociology was the master 
social science, but Simon Patten protested against the right of the sociolo­
gist to stake off wide and all-inclusive territories without permission from 
the economists. The controversy apparently became so futile that William 
Ashley remarked that the "great thoughts which have affected men'~ 
minds, and determined our intellectual attitude, have usually come from 
men like Darwin or Maine, who have cared but little about the classifica­
tion of the sciences." 11 

Veblen, now a tutor, wrote an article on "The Theory of Women's 
Dress,'' which appeared in The Popular Science Monthly. Most apparel 
is worn for both dress and clothing, but for these radically different pur­
poses differentiation in materials is rapidly progressing. "Physical com­
fort" and ''reputable appearance" are "not to be confounded by the mean­
est understanding." In the development of apparel dress· comes first, and 
continues to be the dominant consideration. "Clothing'' is an after­
thought. The principle of adornment was the point of departure in the 
evolution of dress, but in its naive, resthetic sense it plays little part in 
the modern development. 

Dress is an economic fact falling within economic theory, since it is 
an index of the wealth of its owner, that is, the person who has the dis­
cretionary control, not the wearer. Over half the values of dress, espe­
cially women's dress, are not owned by the wearer, but the owner and 



AND HIS AMERICA 113 

wearer must be organic members of the same economic unit. The prin~ 
ciples of men's dress and women's dress are substantially the same, but 
women's dress is the highest manifestation of the principles. In patri~ 
archal society women's dress indicated the wealth of the man; today it 
indicates the wealth of the household to which she belongs. But the 
theory of women's dress implies that she is still actually a chattel. · 

In modern society the basis of social .consideration is the visible pe~ 
cuniary strength of the social unit. Since woman vras originally a pe~ 
cuniary possession, her function is now to exhibit the pecuniary strength 
of her unit by a "conspicuously unproductive co.nsumption of valuable 
goods." Today few articles of apparel contain no waste, and "very many 
. • • in point of economic principle • • • consist of virtually nothing 
else." Since the object sought is not waste itself, but the display or ap~ 
pearance of waste in order to show ability to pay, consumers are con~ 
stantly seeking to obtain wasteful goods at a bargain. Producers seek to 

· lower their cost of production, and often such a fall in price results that 
the goods cease to serve their purpose, and consumption is transferred . . 
to other items showing "the wearer's ability to afford wasteful consump-
tion." · 

Under the motive of "pseudo-economy" it is a canon of good form that 
the material must not only show lavish expenditure but also give evi~ 
dence of the wearer's (owner's) ~pacity for making it go as far as po~ 
sible in the matter of display. Thus ability to pay may also take the form 
of a "peculiar manner of life," or manners, breeding, and accomplish­
ments, obviously impossible to acquire and maintain without the leisure 
given by long-continued possession of considerable wealth. Good form 
and manners are valuable because, having no direct economic value, their 
acquired possession indicates pecuniary ability to waste considerable time 
and effort. They are evidences of one or more lives spent to no useful 
purpose and are equivalent to considerable unproductive consumption of 
goods. 

Thus the first principle of dress is "conspicuous waste," and has no ex­
ception. Dress must not be economical in the sense of effectiveness as 
clothing. It is evidence of the ability of the wearer's economic group to 
pay for things useless to anyone concerned. 

A corollary, which amounts to a second principle, is novelty, which 
underlies fashion. Nothing can be worn which is out of date. A new waste­
ful trinket or garment must constantly supersede an old one. Dress must 
give evidence of inability to withstand ~uc? wear, and ~ its hig?est man­
ifestation-ball dress and apparel for smular ceremomal occasiOns-the 
maxim is that "no outer garment may be worn more than once." This 
principle of novelty and the motive of pseudo-economy are responsible 
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for that ever<hanging system of sham and deceptive c_ontrivances which 
ngure so largely and openly in the code of dress. The one exception to 
the principle of novelty is very expensive heirlooms, which can normally 
be possessed only by a person of "superior (pecuniary) rank." Such heir­
looms evidence the practice of waste through more than one generation. 

The third principle is ineptitude, which again has no exception. Dress 
should appear to hamper and in jure the wearer. Pecuniary strength is 
evidenced not only by an "aggressive wasteful expenditure," but by a 
"conspicuous abstention from useful effort," a conspicuous incapacity of 
doing anything useful. Woman's function is to exhibit the unit's capacity 
to endure "this passive form of pecuniary damage. • • • The modern 
civilised women's dress attempts this demonstration of habitual idleness, 
and succeeds measurably." This principle is the reason for the mutila­
tions and handicaps endured by modern women, such as constricted waists 
and cumbrous skirts. Even women who must earn their living must pro­
mote the nction that they live with no gainful occupation, and they en­
cumber themselves with garments especially designed to decrease their 
industrial efficiency. Dress must make it apparent "that the wearer is 
permanently unlit for any useful effort, even after the restraint of the 
apparel is removed." The principle of adornment in the :esthetic sense 
is of some economic importance, but it is really a handmaid to the prin­
ciple of novelty. "The fact that voluntarily accepted physical incapacity" 
evidences possession of wealth, establishes the futility of reforming dress 
in the direction of physical comfort. As long as the chance of rivalry in 
wealth remains, no exigency can permanently set aside the principles of 
dress, which come down to the great requirement of "conspicuous waste." 
Protests are of only transient effect at best as long as this economic ground 
remains. For example, a recent and short-lived movement for physical 
comfort in dress, as a requirement of good form, was usually more con­
cerned with the show of personal comfort than with the substance. Chil­
dren's dress closely conforms to that of women, and "the child in the 
hands of civilised woman is an accessory organ of conspicuous consump­
tion, much as any tool in the hands of a labourer is ~ accessory organ 
of productive efficiency." 

The social sciences were being influenced by the developments in psy­
chology. Lester F. Ward's The Psychic Factors of Civilisation, substan­
tially a restatement of his earlier work, was severely criticised by John 
Dewey for its contradictory psychology of sensation. In analysing the 
weaknesses of Ward's position Dewey advocated "a psychology which 
states the mental life in active terms, those of impulse and its develop­
ment, instead of in passive terms, mere feelings of pleasure and pain." u 
There was a bitter controversy in psychology between the associationists, 
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or experimental psychologists, who believed, as had Mill, that "conscious­
ness is a mere spectator or onlooker, curiously watching the play of mate­
rial physiological forces, which it is incapable of controlling or modifying 
in the least degree," and the apperceptionists, who, maintaining the bio­
logical or genetic point of view, believed that "the orderly selective and 
synthetic activity of consciousness is its essential feature, without which the 
subject tumbles to pieces as an incoherent series of sensations with noth­
ing to give them unity, and to interpret them into a whole." 15 C. Lloyd 
Morgan supported the apperceptionists, and set up the canon: "In no 
case may we interpret an action as the outcome of the exercise of a higher 
psychical faculty, if it can be interpreted as the outcome of the exercise 
of one which stands lower in the psychological scale." 16 Loeb demon­
strated that a purely mechanistic theory would account for the actions of 
lower forms of life, dispensing with explanations based on any form of 
purposive conscious behaviour. In attempting, however, to explain away 
consciousness in human beings on the basis of tropisms, he fell back on 
the Spencerian psychology, maintaining that "co.nsciousness is only a 
metaphysical term for phenomena which are determined by associative 
memory." 17 Veblen was sometimes amused at the seeming needlessness 
of this concept of associative memory, but he had great admiration for 
the matter-of-fact directness and simplicity of Loeb's experimentation. 

Harper at the university was getting more money, building more struc­
tures, and bringing preparatory schools and other colleges into the "uni­
versity coalition." The Journal of Sociology was added to the list of 
publications, and a member of the department declared that the "socio­
logical method is already beginning to revolutionise the mode of think­
ing in theology, in exegesis, in church history, in ethics, and in pulpit 
rhetoric." 18 The evangelist, Andrew Fairbairn, ·wrote from. the uni­
versity: "Chicago ••• is resolved to outdo the world; and Harper will 
help it." 11 . 

Franz Boas, then curatC?r of the Field Museum, was illustrating the. 
function of property as the law of "conspicuouS waste" in his ethnological 
study of the Kwakiutl Indians of British Columbia. Their method of ac­
quiring rank and of distributing property is through the potlatch, whose 
underlying principle is the "interest-bearing investment of property." 
The recipient of such a distribution cannot re~e the gift, although it is 
simply a loan which must be later refunded With one hundred percent 
interest. "Possession of wealth is considered honourable," and each In-

. f ,. d "d h" "al"b dian endeavours "to acqiure a ortune m or er to out o IS nv y 
means of a potlatch. "Formerly feats of bravery c?unted ast~ell as dis­
tributions of property, but nowa~ys, as the Indians say, nvals fi~ht 
with property only.'" Correspondmg to the modern banknotes of htgh 
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denomination are the "coppers," curiously shaped copper plates of little 
value as copper but worth a great deal in terms of blankets, the standard 
value. The value of the copper "depends upon the amount of property 
given away in the festival at which the copper is sold." Its value increases 
with the number of times it is sold, "since every new buyer tries to in­
vest more blankets in it." Its purchase "brings distinction, because it 
proves that the buyer is able to bring together a vast amount of property." 
The never<easing rivalry finds "its strongest expression in the destruc­
tion of property." If a rival "is not able to destroy an equal amount ••• 
without much delay, his name is 'broken.'" A feast also counts as destruc­
tion of property, and the "neglect to speedily return it entails a severe 
loss of prestige." This apparently ridiculous, wasteful institution "is 
founded on psychical causes as active in. our civilised society as among 
the barbarous natives of British Columbia." As if in illustration of this 
the editor of Boas's first reports on these Indians for the British Associa­
tion for the Advancement of Science declared, apparently on the basis of 
Boas's data, that the potlatch is "a custom which has been greatly mis­
understood by strangers, who have regarded it as a mere parade of waste­
ful and ostentatious profusion •••• A thrifty and aspiring burgess, who 
at one of these gift-feasts had emptied all his chests ••• and had left 
himself and his family apparently destitute, could comfortably reflect 
• • • that he had not only greatly increased his reputation, but had • • • 
invested all his means at high interest, on excellent security, and was now, 
in fact, one of the wealthiest, as well as most esteemed, members of the 
community." Where Boas saw a scheme of predation and waste, the edi­
tor saw a scheme of productive efficiency. Similarly Boas declared that 
the "fraternities," or secret societies which control the life of the com­
munity, developed "from customs relating to warfare," but the editor, 
viewing them as composed of ''burgesses" or "the middle class," said 
that they are ''by no means ill<ontrived for keeping the government of 
the tribe permanently in the worthiest hands and bringing men of the 
first merit into the most influential position." The common people are 
a "rabble" and "therefore a veritable residuum, composed of feeble­
minded or worthless individuals, with, of course, in those tribes which 
practise slave-holding-slaves and their descendants." 20 

The third and £nal volume of Das Kapital appeared in 1894, and a 
note which bears all the earmarks of having been written by Veblen was 
published on it in the ~arch 1895 issue of The Journal of Political 
Economy. "Among the surprises· of economic literature is the fate that 
has overtaken Karl Marx's theory of surplus-value" in this volume of 
Kapital. Marx had said that he would explain the mystery in the third 
volume, and meanwhile "advocates, expositors, and critics of the Marxian 
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economics have exercised their ingenuity in futile attempts to reconcile 
the theory with obvious facts." This "Marxian dogma of surplus-value 
has served the present generation of 'scientific' socialists as the funda­
mental 'scientific' principle and the keynote of their criticism of existing 
indus trial relations, and its acceptance (on faith) by the body of socialists, 
avowed and unavowed, has contributed not a little to the viciousness of 
their attack on the existing order of things. And now • • • th~ 'Third 
Book' comes along and explains with great . elaboration • • • that the 
whole of that jaunty structure is to be understood in a Pickwickian sense; 
It appears now that the need which has been felt for some reconciliation 
of the theory of surplus-value with the everyday facts of the rate of 
profits is due simply to a crude and gratuitous misapplication of the 
Marxian doctrine of surplus-value to a question with which it has noth· 
ing to do. That theory has none but the most remote and intangible rela· 
tion to any concrete facts." The fact for which surplus value stands, sur­
plus product, can be stated without reference to economic metaphysics. 
"The full extent of the relation between surplus-value and profits is this 
• . • that the aggregate profits in any industrial community at any given 
time may also be styled 'aggregate surplus-value.' The rate of surplus­
value bears no tangible relation to the rate of profits. The two vary quite 
independently of one another. Nor does the aggregate profits in any 
concrete case, in any given industry or enterprise, depend on or coincide 
in magnitude with the aggregate surplus-value produced in that industry 
or enterprise. For all useful purposes the entire surplus-value theory is 
virtually avowed to be meaningless lumber." Veblen was simply attempt­
ing to free modern socialism, or Marxism, from any foundations in con· 
ventional economics, and thereby to avoid the assaults upon it by con· 
ventional economists. 

In the same issue Veblen reviewed the Reverend Robert Flint's SO· 
cialism, and reproved him for his misconceptions concerning the subject. 
Flint had attempted to dispose of socialism by citing its various incon­
sistent definitions, but Veblen declared that modern socialism, whatever 
its definitions, stands for an economic fact. Flint attacked the definition 
of one dictionary writer that socialism has reference to amelioration. Veb­
len pointed out that originally the term socialism applied to an upper­
class movement of amelioration, such as that of Robert Owen, and that 
therefore Marx and Engels called themselves communists. "In the tur· 
bulent years of the forties" they "could .no more _have c~assed their prop~· 
ganda as 'socialism' than Mr. H,Ynd~an and Mr. M,o;,ns could class th~tr 
activity under the head of 'untverstty settlements. ~rl Marx m~m· 
tains said Flint that "the value of work should be estimated according 
to the quantity 'of socially necessary labour expended, or in equival~nt 
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terms according to the time which must be on the average occupied in 
the work." He commented that this was absurd, since a man "may spend ) 
ten hours' labour in producing what there is so little demand for, that 
he will get merely the pay of one hour's work for it." Veblen declared 
that every socialist would deny this construction. The surplus-value doc­
trine is "infirm enough to inspire surprise at its wide acceptance," but 
"Marx was too skilful a dialectician (to say nothing more) to base his 
economic scheme on so undisguised an absurdity" as Flint's attack im­
plies. He charged Flint with confusing the "socialist concept of capital, 
as a 'historical category,' [the] productive goods which are held as pri­
vate property and employed by means of hired labour for the production 
of profit/' with an attack on instruments of production. Veblen said 
Flint's discussion was abreast of the times "in e:,rcluding State Socialism 
and Christian Socialism • • • from the category of modern socialism," 
and quoted Flint's summary on Christian Socialism: It "will always be 
found to be either unchristian in so far as it is socialistic, or unsocialistic 
in so far as it is truly and fully Christian." Veblen concluded that this 
''volume of refutations • • • will be accepted as conclusive chiefly by 
those who are already in a frame of mind to accept the conclusions of­
fered •••• It ••• might have been more useful, and probably would 
have met with a more sympathetic acceptance at the hands of intelligent 
people, a generation ago than today." 

Members of other departments began to notice Veblen. James Hay­
den Tufts met him at an oral examination for a higher degree, and later 
said of the encounter: "When I entered the room the examination had 
begun, .and someone whom I did not know was asking questions. I 
thought his speech the slowest I had ever heard. • • • I could not make 
out the drift, and the questions were formulated so slowly (not hesitat­
ingly)-but in such slow steady tempo that it was difficult for me to keep 
the beginning of the question in mind until the end was reached. But 
after a while I began to see that here was a subtle mind, penetrating to 
fundamental issues without disclosing its own views, except the one de­
termination to get to the bottom of things, if possible." 

Between Laughlin and Veblen there was a similar contrast as, according 
to Georg Brandes, existed between John Stuart Mill and the great 
French critic, Sainte-Beuve: "Mill was a man of almost metallic char­
acter, rigid, angular, and immovable; the spirit of Sainte-Beuve, on the 
contrary, was like a lake, broad, tender, elastic and of great circumfer­
ence yet moving altogether in little ripples of an undefined and varying 
size. • • • Mill was, as it were, created to be an authority; his tone was 
that of one accustomed to command, and • • • he seemed, through the 
very conciseness and confidence with which he substantiated his results, 
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to repulse every contradiction. Sainte-Beuve, on the contrary, never closed 
a subject entirely and without reservation, he was never quite catholic, 
nor quite romantic, nor quite imperial, nor quite a naturalist, one thing 
alone he was absolutely and entirely-Sainte-Beuve; in other words, the 
critic with feminine sympathy and ever-lurking scepticism. He was of a 
tiger race, yet was no tiger. He attached himself thoroughly to no one 
and to nothing, but he rubbed against everything and the inevitable fric­
tion produced sparks. Mill's repugnance to him was like the antipathy 
of the dog for the cat. It was impossible for Sainte-Beuve to write simply;' 
he could not pronounce a verdict without making it dependent on a whole 
system of subordinate conditions." 21 But Mill despised Sainte-Beuve, 
and Laughlin respected Veblen and still thought he would have a great 
future if he would work in the conventional manner. 

Veblen had few students. His languid, conversational manner and the 
apparent irrelevancy of many of his disquisitions were not conducive to 
popularity. There was nothing polished about his courses, and the cus­
toms, conventions, and· requirements of the usual .classroom procedure 
were unknown to him. Students could not profitably or easily take notes, 
and it was his custom to assign papers to occupy the time. His courses on 
agriculture appeared dull even to the best of his students, and his course 
on socialism seemed to consist of abstracts of articles on socialism given 
in an apparently haphazard way. It was still almost impossible to get 
from him an exact answer on any question. That he was a man of power­
ful intelligence was conceded, but he was not considered an inspiring 
teacher, and his reserve prevented strong personal attachments. · 

But if Veblen's students were few, he seems to have attracted the abler 
ones. They liked his free spirit and were impressed by his vocabulary, his 
erudition, and his impersonal discussions. According to one of his stu­
dents, Sarah McLean Hardy, he seemed to have read everything, but he 
quoted most, perhaps, from Chaucer, George Borrow, William Morris, 
and Cervantes. Another student, Henry Waldgrave Stuart, said of Veb­
len: "It was his feeling always that a man should follow his bent as the 
surest guarantee of his accomplishing whatever he might, by any chance, 
have in him the possibility of doing and becoming. He was never more in 
earnest about anything than about helping a man to discover his true bent 
by first drawing him out and then bringing to bear upon the view or in­
terest expressed a unique combination of quizzical scepti~ism an~ sym­
pathetic interpretation. He had a very ge~~ne and stron& mterest m any 
bold and fresh hypothesis backed by conv1ct10n and by evidence honestly 
sought, whatever the field of inquiry or whoever the inquirer might ~e." 

Students in his course on socialism heard "as much about the practices 
of the Hopi Indians, the Samurai, the Hebrews of the Old Testament, 
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the Andaman Islanders, and the trading pirates of the North Sea as they 
did about Populism and Karl Marx." ~ 3 Here his noncommittal atti­
tude was described by one student with admiration: "He had the won­
derful faculty of discussing without prejudice and with such fairness an 
extremely controversial subject," such as socialism, "that the students 
received not the slightest inkling of his own belief or conviction." 

Those students genuinely interested in economic inquiry found in Veb­
len an invaluable guide. Although nominally he taught no course in eco­
nomic theory he continually raised questions and made suggestions that 
led students to question the usefulness of conventional economics. He 
humorously said to one of the Fellows in the department that "psycho­
logical and logical analysis in Economics that did not rest upori and re­
flect an intimate knowledge of business facts co~d not be true economic 
theory." Thus speculations like those of the Austrian school are "only the 
bottle in which economic theory has been," which means that they "bore 
the same unsatisfactory relation to economic theory that an empty bottle, 
or the fragrance of an empty bottle, bore to the desirable substance which 
the fragrance has led one to suppose the bottle contained." He would not 
agree that just as liquor "must be contained in a bottle if one is to have 
it at all, so Economic theory must be held in a logical framework of the 
SO<alled psychological type if it is to be intelligible or significant." · 

But although his influence was growing Veblen was still a tutor. John 
Dewey, who was two years younger and had obtained his Ph.D. in the 
same year, came to Chicago as head professor of philosophy. Veblen's 
Hopkins classmate, Elgin R. L. Gould, came as professor of statistics in 
the department of economics. 

To the members of his family his was a ne'er-do-well's status, and at 
home his domestic troubles were increasing. Ellen Rolfe's attempts to 
understand his vagaries only annoyed him. Girl students showed an in­
terest in him and, although their attentions were merely amusing to 
Veblen, they were serious to Ellen. Veblen sometimes "teased" his wife 
in rather ponderous fashion. In his translation of The Science of Finance, 
for example, he acknowledged assistance from a girl student but ignored 
the assistance of his wife, who had transcribed the manuscript in long- · 
hand as he translated. When he was working on a project, he would 
read and discuss the matter with her for months, until he was full of 
his subject, but if she did not retire quickly enough when he wished to 
be alone he was likely to get angry and say something to offend her. 

Veblen never had any desire for children. According to his wife, when 
it looked for a time as though they might have a child, he fell into a panic 
and told his wife that she would have to go back to her home and stay 
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in seclusion until it was over. He thought he was not the proper sort of 
man for a father. He once remarked to a friend that anthropologically 
the family consists of mother and children, and the father's place in it 
is of little importance. 



CHAPTER VIII 

C
HARLES YERKES continued his "Napoleonic banditries." 

"Straphangers pay the dividends." His campaign of financial 
· and political exploitation astonished even the most seasoned 
representatives of "big business." In 1895 the Crawford bill, 

allowing the city councils to grant street railway franchises for ninety-nine 
years instead of twenty years, was safely piloted through the legislature 
of Illinois with the aid of the leaders of both parties. Altgeld vetoed it, 
despite the offer of a huge bribe and political preferment. "I love Chi­
cago," said his veto message, "and am not willing to forge a chain which 
would bind her hand and foot for all time to the wheels of monopoly and 
leave her no chance of escape." 1 

Chauncey Depew informed the students at the university: "This in­
stitution, which owes its existence to the beneficence of Rockefeller, is in 
itself a monument of the proper use of wealth accumulated by a man of 
genius. So is Cornell, so is Vanderbilt, and so are the older colleges, as 
they have received the benefactions of generous, appreciative, and patri­
otic wealth." 2 Harper said in June 1895: "Any statement to the effect 
that the university has in any way restricted the liberty of its professors, 
in the declaration of their opinions, or in the performance of their duties 
as free citizens, I declare to be absolutely false." Every member should 
work for better government, but care "should be taken • • • not to mis­
take popular pleading for scientific thought." When a faculty member 
makes this confusion, it is time for him to leave, for he has "mistaken 
the purpose" for which he was appointed and has forgotten that "to serve 
the university we must employ scientific methods and do scientific 
work." 8 

Then occurred the celebrated case of Edward W. Bemis, who was un­
able to secure a reappointment as associate professor of ·political economy 
in the extension department. His friends claimed that because of his 
views on public utilities he had acquired the enmity of "the notorious 
person whom common fame in Chicago credits with having done more 
than all other men combined to corrupt the municipal politics of that city, 
by systematic bribery in the interest of street railway corporations." 4 

When the new American Journal of Sociology requested subscriptions, 
it received in reply such comments as "I can look for no lasting good 
from a work that is conducted by an educational institution founded by 
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the arch-robber of America and which already, by its treatment of Pro­
fessor Bemis, exhibits a determination to throttle free investigation of 
sociological or economic subjects wherever there is any danger of run­
ning counter to plutocratic interests." 5 The public outcry became so great 
that Harper reiterated the sanctity of freedom of opinion, and the uni­
versity issued a circular containing statements by Harper, Small, and 
Nathaniel Butler, head of the extension pepartment. . _ 

The local press supported the university. The Chicago Journal asked: 
''What if one of the reasons of Dr. Harper's action was the refusal o~ a' 
prominent capitalist to contribute to the university's endowment, as long 
as it had teachers like Bemis in its faculty? What businessman would re­
tain a subordinate whose obtrusive vapourings were interfering with the 
financial stability of his establishment? • • • The duty of a professor 
who accepts the money of a university for his work is to teach the estab­
lished truth, not to engage in the 'pursuit of truth.' " 8 The Social Econ­
omist, whose editor, George Gunton, was accused of being subsidised by 
Standard Oil, declared: "The University of Chicago is a private, not a 
socialist institution •••• There is no more reason why those who believe 
in the present industrial institutions should be surreptitiously made to 
support teachers of Socialism than there is that Catholics should employ · 
Protestants as priests or Jews instal Christians to preside in their syna­
gogues." 7 Hourwich had left the previous year, and had accepted a 
position at Columbian University in Washington, but The Elgin News 
said: "Chicago University seems to be singularly unfortunate in its 
professors of political economy .••• Dr. Isaac Hourwich is debarred 
from teaching because he is an avowed socialist, an infidel, a sympathiser 
with the People's Party. No self-respecting institution should retain for 
an hour among its lecturers one who holds such dangerous opinions .••• 
While the prompt action of President Harper saved the University from 
serious harm, he should be warned against nominating men to professor­
ships, until their fitness is fully ascertained. It is better to lock the door 
before the house is burglarised." 8 

Rockefeller gave the university $J,ooo,ooo, and a grand celebration 
was held in honour of the event. 9 Laughlin asserted in a public address 
that no one could say Rockefeller had "accumulated millions in any way 
that interfered with the accumulation of others." 10 

The Southern Pacific was attempting to get through Congress a bill 
providing that the Central Pacific:'s debt to the government be liquidated 
in eighty years with a two percent rate of interest. Ambrose Bierce said 
that Collis Huntington, who was piloting the bill, was "not altogether 
bad. Though severe, he is mercif~. He tempers invective with falsehood. 
He says ugly things of the enemy, but he has the tenderness to be careful 
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that they are mostly lies." 11 According to the historian, Thomas Beer, 
of the "mauve decade," there was in the Eastern mind a pleasant con­
fusion between the military engineers, surveyors, and draughtsmen who 
dragged the Western railroads into being, sweating in the deserts, and 
the owners and promoters, contemplating the results in an office. 

Keir Hardie addressed a Labour Day meeting held under the auspices 
of the Chicago Trade Union Congress. Debs received an unparalleled ova­
tion upon his release from jail. When the Secretary of the Treasury, who 
supported Cleveland's gold policy, spoke in Chicago, the Chicago Record 
described him as "coming fresh from the banquet table of Wall Street 
Goldbugs to tell the idle and the starving workingmen of Chicago" to 
submit to robbery.12 Carroll D. Wright told a meeting of Commercial 
Clubs at St. Louis, according to an account in The American Journal of 
Sociology, that "in the future employers would be held responsible be­
fore the law and at the bar of public opinion for strikes; and that it would 
be held to be the duty of employers during prosperous times to set aside 
funds for the payment of wages in times of adversity." 18 

Such questioning of business control was directed not against the com­
petitive order of property, but against the power of the holders of the 
large aggregates of wealth. This fact is illustrated by Lester F. Ward's 
discussion of "Plutocracy and Paternalism" in The Forum. "Society has 
made wealth a. measure of worth. • • • Absence of means is • • • made 
to stand for absence of merit" and is attributed to defects of character. The 
only force that works against this attitude is the "wholly dissimilar feel­
ing •.•• sympathy," which "is not rational, but illogical." Wealth gives 
"superiority; and the strongest craving of man's nature is, in one way 
or another, to be set over his fellows." It is futile to attempt to eradicate 
the "passion for proprietary acquisition"; almost all will admit that it 
will "continue to be useful to the end of our present industrial era." The 
amassing of colossal fortunes is not vicious in itself, since the activity re­
quired "stimulates industry and benefits a large number." "The first law 
of economics is that everyone may be depended upon at all times to seek 
his greatest gain. It is both natural and right that the individual should 
be ever seeking to acquire for himself and his; and this rather irrespec­
tive of the rest of the world." Natural law once took the form of physical 
strength; today it is embodied in "business shrewdness." But since this 
propensity, if allowed to function freely, must eventually destroy so­
ciety and competition itself, plutocracy, which is "the modern brigand­
age," must be put down by the strong arm of the state as is physical 
brigandage. In modern society natural law "instead of developing 
strength, either physical or mental, through activity incident to emula­
tion • • • tends to parasitic degeneracy through the pampered idleness 
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of the favoured classes." Government fails to protect the weak and de-

. votes all its energies to protecting the strong, as witness the existence of 
monopolies. "Personalities and vituperations are • • • out of place," 
however, since "these things .•• are inherent in the nature of man, 
and not • • • peculiar to any class." 

Ward was publishing in The American Journal of Sociology a series 
of papers outlining the relationship betw~n social teleology and his psy­
chology of sensation. He protested against "a certain school of biologists 
who are somewhat disposed to sneer at the old-fashioned study of sys­
tematic botany and zoology." "To the regular course of the social phe­
nomena as determined by the laws of evolution, we must conceive added 
a new force limiting and directing these into special channels and for 
special ends." This is the "teleological force, the abstract conception of 
which is familiar to all, having formed the basis of theological philos­
ophy," and which he now called "social telesis." The "law of causation" 
of science becomes the "law of the sufficient reason" of philosophy. 
"Meliorism-the perpetual bettering of man's estate" is "the true doc­
trine." \Vhen the series was published as a book with the title The Out­
lines of Sociology, it was dedicated to Small, "The First to Draw At­
tention to the Educational Value of My Social Philosophy, the Staunch 
Defender of My Method in Sociology." 

Veblen's friend, W .I. Thomas of the sociology department, was ex­
pressing scepticism of the Spencerian approach to an explana~on of. cul­
ture. Anthropology, he said, "has undergone a change well illustrated by 
the difference between the biological botany of today, and the 'herbarium' 
botany of the past." Today the primary interest is in "the laws of 
growth," the laws of development within a ~ture, not in classification. 
Thomas worked in terms of Loeb's tropisms, but interpreted them in a 
manner more akin to Morgan's and Dewey's psychology and philosophy · 
than to Loeb's metaphysics of sensation. ''Differences in temperament in 
individuals and races must be regarded as due to the same cause as posi­
tive and negative heliotropism or chemotropism in plants and animals, 
namely, chemical constitution. The temperament, character, or genius 
of a people predetermines within certain limits the spirit of its institu­
tions; it is the direct exponent of the quality of race irritability, and ap­
parently more fundamental, persistent, and inimitable than intellectual 
traits. The animal in the protozoan period is played on solely by the 
forces of external nature," but in human societies "language and memory 
give every member of the group opportunity to play upon the nature of 
every other member of the group. • • • Words, ideas, and sentiments 
are substituted for light, gravity, and acid." 14 

Thomas gave an interesting group of anthropologic:a! co~m-
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parative Institutions of Primitive People, Comparative Technology, 
Animism. The last he described as a discussion of "primitive religious 
ideas and ceremonials, their relation to other psychic and social activities, 
and their survival in modern custom and culture." His course on Primi· 
tive Art treated of "the origins of the resthetic sense, and its develop· 
mental relation to social consciousness," and included in its scope "mu· 
tilation, artificial deformation, tattooing, dress, ornament, painting, 
poetry, the dance, music, sculpture, architecture, technology, sport, and 
ceremonial with reference to their ;esthetic content." The Somatic and 
Psychic History of Woman dealt with woman's "somatic, psychic, and 
;esthetic organisation • • • in relation to her social status-economic, re· 
ligious, political, legal, technological, and ceremonial." 115 

An anthropological viewpoint which was supposed to revolutionise the 
social sciences was being spread by Carlos Closson, an instructor in the 
economics department. He taught the "theory" courses, but was more 
interested in the subject called anthropo-sociology. The outstanding 
spokesmen of this subject were Friedrich Ammon and G. de Vacher 
Lapouge, whose work was presented by Closson in articles in the eca. 
nomic journals, particularly The Journal of Political Economy. Lapouge, 
according to an abstract of Closson's, declared: "Social progress depends 
primarily upon the quality of population. The quality of population is 
determined from generation to generation by selective forces, most of 
which are; social rather than natural •••• The hope for permanent hu· 
man betterment lies in systematic selection." Two stocks are dominant 
in Europe, the dolichocephalic, blond Homo Europteus, and the brachy· 
cephalic, brunet Homo Alpinus. All the worthwhile qualities, from the 
standpoint of an aggressive temperament, are attributed to Homo Eu­
ropteus, a type held to predominate also in the United States. "At its 
best • • • it is. more domineering, enterprising, and self-reliant than 
other races •••• Its ambition and courage [are] more impetuous .••• 
It understands better how to gain wealth than to save it." "Progress 
is its most intense need. In religion it is Protestant; in politics it demands 
mainly freedom for individual activity. It sees far ahead its own interests 
and those of its nation and race, and aspires to the highest destinies." 
Homo A/pinus, on the other hand, "follows tradition and 'good sense' 
• • • and is suspicious of progress. In religion he is • • • Catholic, in 
politics he invokes the protection of the state and tends to attack those 
who surpass the level of mediocrity. He sees clearly his immediate per· 
sonal and family interests, but the frontiers of his country are often too 
broad for his vision. With the cross types, the egoism of the brachy­
cephalic is often emphasised by the energetic individualism of the doli­
chocephalic and the sentiment of family and race is weakened; there 
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follow extreme cupidity and all the vices of the bourgeois." Military 
selection works well, but not economic selection, which raises wealth as the 
standard of efficiency rather than warlike prowess.1& . 

Spencer completed his Synthetic Philosophy in 1896 with the publica­
tion of the third volume of The Principles of Sociology. Its last two 
sections, "Professional Institutions" and "Industrial Institutions," were, 
like all the rest, supposed to show that the course of evolution is an 
inevitable process leading from a necesSary condition of servility, the 
militant state, through unperceived "small accumulated changes" to the 
ordained goal of absolute free contract, which is identified with the in-
dustrial state. · 

The section on "Professional Institutions" dealt with the occupations 
of physician, surgeon, dancer, musician, orator, poet, actor, dramatist, 
biographer, historian, man of letters, man of science, philosopher, judge, 
lawyer, teacher, architect, sculptor, and painter, all directly the outgrowth 
of the function of the priests as they served, worshipped, and propitiated 
the powerful living chieftains and the more po~erful dead chieftains 
in the form of gods. Necessarily the "priesthood are distinguished above 
other classes by knowledge and intellectual capacity," which means "cun­
ning, skill, and acquaintance with the natures of things." Since the priest's 
power is increased by "those feats • • • which exceed the ability of the 
people to achieve or understand • • • he is • • • under a constant stim­
ulus to acquire the superior culture and the mental powers needed for 
those activities which we class as professional.". Furthermore, since the 
priesthood is supported by other classes, it is a leisure class and its mem­
bers can devote time and energy to that intellectual labour and discipline 
which are required for professional occupations. The modem scientist is 
the logical heir of the medicine man or priest. The priest progressed from 
his duty of "transmitting traditional statements concerning ghosts and 
gods" to giving instruction in natural things. Thus has been formed the 
great body of science, knowledge, arts, and the highly developed and 
integrated industrial processes. State interference would disturb this 
beneficent, unknowable process. 

Industrial institutions meant business institutions to Spencer. The 
whole of industry today forms an aggregate of mutually dependent parts. 
l\1oney originated in the militant state through "the wish • • . of sub­
ordinating others by outdoing them in decoration," but today it enor­
mously facilitates exchange, without which industrial organisation is 
impossible. Spencer denounced the British Trade yruo_n ~ngress for ap­
proving by a four to one vote "the wholesale nattonalisatton of property 
(which necessarily implies confiscation)." Although there is a possibility 
of socialism in the near future, and of other rhythmical changes, it is in-
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evitable that the state of absolute free contract will ultimately be reached. 
Charles Zueblin, a colleague of Veblen, commented that "the Synthetic 
Philosophy has proceeded, serenely indifferent to the progress of the 
world." 11 

Patten's Theory of Social Forces was a variant of Spencerianism. Using 
a crude form of the hedonistic-associational psychology, Patten spoke of 
the development of mankind from a "pain economy" to a "pleasure 
economy," instead of from the militant system to free contract. Diffi­
culties in the modern order are ascribed to the fact that it is a transitional 
stage between the old order of pain and the new order of pleasure. The 
moral man is the self-regarding man, basing his action on "utilitarian 
calculations." The pleasure economy is destined to be "normal progress" 
sfnce it is the one in which the natural man, intent solely on pleasure, will 
be fully adjusted to his environment. There will be no need of the gov­
ernmental restraints necessary in the pain economy, since in a pleasure 
economy the "economic bonds" of self-interest are sufficient to "unite 
individuals into communities, and communities into a social common­
wealth." This is substantially Spencer's ideal system of free contract. 
"The exchange of goods and the growth of credit would develop in in­
dividuals and in communities the feeling of honour, the love for truth, 
and the desire to live up to their contracts." All other virtues, such as 
"the sacredness of property and the right to undisturbed possession of 
the means of production," depend upon this development of economic 
welfare m the individual. Patten criticised the philanthropy of "demo­
cratic ideals," which would give the benefits of civilisation to all regard­
less of the merit or demerit of the individual. These ideals are "static 
elements," for "they retard the displacement of the less efficient classes 
and restrict the activity of the more efficient." Reformers forget that "the 
evils and pains of life" come from the environment, or from the defects 
of human nature, not from the oppression of men. They are silent about 
the "pains and obstacles to progress which ••• represent the cost of 
nature's bounties." 

Arthur Twining Hadley's Economics: An Accoun~ of the Relations 
hetween Private Property and Public Welfare became the most popular 
textbook, supplanting Walker's. The preface proclaimed that it was "an 
attempt to apply the methods of modern science to the problems of mod­
ern business." Hadley felt that the traditional method, which formed 
the basis of Mill's Principles of Political Economy, had been modified 
by Spencer's principle of natural selection and the modern use of the 
hedonistic-associational psychology. The details of economic theory ex­
pounded in the book remained much the same. Hadley asserted in the 
opening chapter that titles to property "are more likely to be produc-
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tive than not, because our industrial arrangements are such that, if men 
fail to use their capital for things the community needs, they lose mol}ey 
and are eliminated from control of the next period of production." He 
said that "to the medieval economist the businessman was a licensed 
robber; to the modern economist he is a public benefactor. • • • So con­
fident are we of the substantial identity of interest between the business­
man and the community as a whole, that we give our capitalists the freest 
chance to direct the productive resources oi the community." The labourer 
is the logical descendant of the ancient slave and the medieval villein. 
Slavery enforced the habits of due subordination and. continuous exer­
tion necessary for production. The institution of property is historically 
a form of slavery. In ancient days the successful fighters rather than the 
industrious workers enjoyed the most property. This state, however, 
marked "the beginning of a higher civilisation." It allowed "domination 
to take the place of extinction as a habit in peace and a purpose in war," 
and thereby increased the wealth of the community. It exempted "the 
children of the fortunate few from the burdens of ~ant which, if equally 
shared, would drag the whole race down" and prevent progress. The 
successful acquirer "is led to discourage • • • this method • • • among 
his immediate neighbours, and to make usage, rather than force, the basis 
on which society is to recognise rights of possession." 

The Austrian theory of value only carries to its logical cpnclusion the 
"commercial theory," according to which "the competitive system serves 
the economic interests of society so well, that the first rule of business 
morals is to conform thereto." Hadley endeavoured to answer Marx's 
theory of surplus value on the basis of the Austrian theory, as had Flint. 
If the producers of objects are paid according to their labour but not 
according to the social necessity established by the market, "we take away 
all inducement for the efficient or wise application of labour and capital." · 
If they are paid according to the social necessity, then we have "the com­
mercial theory." 

Attacks upon association psychology were increasing. In his celebrated 
article, "The Reflex Arc. Concept," Dewey attempted a formal disposal 
of the subject on the basis of his action theory. "Instead of a psychical 
state which is dependent upon a physical excitation, investigation shows 
in every case an activity which in advance must determine where atten­
tion is directed and give the psychical state the very content which is 
used in identifying it •••• What we see, hear, feel, taste, and smell 
depends upon what we are doing, and ·not the reverse. !n our purposively 
organised life we inevitably come back upon the prevtous conduct as the 
determining condition of what we sense at any one moment, and the 
so-called external stimulus is the occasion for this and not its cause." 18 
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Caldwell's lectures as Shaw Fellow at Edinburgh were also arguments 
for an action standpoint. Philosophy has "the duty of squaring itself not 
\Vith the atomistic, mechanical, physical naturalism of the eighteenth cen­
tury, but with the organic, evolutionary, biological, and psychical natural­
ism of the nineteenth. It may be recognised at the end of this century 
that the whole genesis-philosophy of Evolution is a piece of unproved 
and unprovable dogmatism. Evolution refers to process, and not to 
origin." According to biology, "form-not to mention species-is under­
going constant modification and evolution and adaptation to the endless 
wants of that mysterious effort after life which characterises all animal 
beings .... Function, structure, type, the organic idea, species itself, 
can be understood only as the varying expression of evolving life." Con­
sciousness does not mean "a mere intellectual awareness of things ...• 
It is far too dynamical a thing for that. Consciousness is always the con­
sciousness of some activity or other." "Thought is only one of many or­
ganic activities," and modern psychology studies "apperception as al­
ways accompanied by a physical reaction movement which we know from 
biology to be also a life preservative movement. In thinking we arc all 
conscious of the sense of effort, located somewhere in the head, to adapt 
our whole organic and mental activity to the perception of the object 
we are studying in its real connexion as opposed to its many possible con­
nexions .... Our whole mental system rejects more or less deliberately 
or consciously any conception or idea or set of ideas which does not fit 
in with its established order, which is, as far as possible, the order of ideas 
most calculated to call forth the action which best furthers our organic 
development." Action should therefore be the "supreme fact" for philos­
ophy because "action-human, intelligent or motived action-comprises 
in itself not only mere physical and organic movement but feeling and 
knowledge." To the disgrace of philosophy, "man's reflective doubts 
about his actions have often been considered more important than his ac­
tions themselves. Action ... expresses knowledge and something more 
than knowledge." The development of philosophy should start from 
the proposition, "I act, therefore I am," as well as from the traditional 
proposition, "I think, therefore I am." 19 

Veblen persuaded Henry \Valdgrave Stuart, who was doing work with 
Dewey also, to publish in The Journal of Political Economy his analysis 
of hedonism in economics. In the first article, "Hedonistic Interpretation 
of Subjective Value," Stuart criticised the assumption of Hadley and 
Patten that "subjective valuation is a process of calculating pleasures and 
pains, after the manner so elaborately specified by Bentham and his 
disciple J evons," and later formulated in economics on the pattern of 
Weber's law. "Pleasure (or desire for pleasure) is •.• not itself a 
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primary fact of consciousness .••• Pleasure is the feeling concomitant 
of certain states or modes of activity •••• Pleasure in other words re­
sults from the attainment of some already existing end of action; it is 
not itself an end." Man always pursues "actual objective ends." In this 
article Stuart held that the body of Austrian economics was not funda­
mentally vitiated by the weaknesses of hedonism, since there was no 
organic connexion between the two. But. in the next two articles, "Sub­
jective and Exchange Value," he came to the conclusion that all the 
variants of received economics are founded on hedonism, an unknow­
able pleasure-pain calculus, rather than on the simple basis of the business­
man's activity. The seller's valuation is as "real a fact and in itself and 
for its own purposes as ultimate and natural as any other valuation in 
the complex economic process," and is not to be obscured by recourse to 
the inscrutable concept of "normal value," which is in reality market 
value. "The value of goods is not the use which their possessor may 
make of them, not what he may do with the goods, but what the goods 
are able to do to him, and this conception of well-being, whether in this 
case consciously so or not, is essentially hedonistic. Subjectivity, then, 
according to the Austrian usage, implies a virtual reference to sensation, 
and subjective exchange value, qua subjective, must accordingly be ex­
pressed in terms of future enjoyment." The older classical school repre­
sented by Mill and Cairnes also had a hedonistic point of view, since 
"they have been inclined to regard seller's val~tion as in the long run 
the resultant and accurate representation of the more ultimate or 'orig­
inal' valuations which labour and abstinence place upon the suffering and 
irksomeness which they respectively involve, and they have accordingly 
neglected, and so misrepresented, the psychology of the seller's own 
valuation process." This hedonistic standpoint "prevented an interpreta­
tion of capitalist's cost and valuation as self<entred psychological phe­
nomena," an interpretation in terms of the "universal process of the pur­
suit of Ends and the adaptation of Means thereto." "Pain is incidental 
to a discrepancy, pleasure to the degree of correspondence, between the 
end ideally in view and the end which the means at hand are adequate 
to secure." 20 

"In the writing," said Stuart, "I had [Veblen's] constant encourage­
ment and, in the main, I think, his approval. I distinctly recall that in 
some remarks on the subject of 'normality' I followed the lead of things 
I had heard him say. But for his patience and encouragement, the articles 
would not have been written at all, though he, of course, would not have 
written in such a manner, himself." Stuart's economic views were not 
the accepted ones, and it was not long before he turned to the philosophy 
department. 
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Veblen's fortunes were slightly improving. In November 1895, while 
the uproar over the Bemis case was at its height, he wrote Miss Hardy, 
then teaching at Wellesley: "I don't know yet what the chances of my 
reappointment for next year may be. It is not altogether improbable that 
I may be dropped from the budget after the manner of Bemis, when it 
is made up next month. To make the way plain and smooth, I have struck 
for higher wages; though I am pretty nearly persuaded that the work 
I do is worth no more than what I am paid now." He was not dropped, 
however, but was promoted to instructor. He was then thirty-nine. When 

. Closson left, Veblen was assigned the "theory" courses, which were re­
quired for advanced degrees. 

Veblen was thinking of writing a book. Apparently he had planned a 
book on socialism some time before, but had dropped the idea. In his 
letter to Miss Hardy he said, in reference to the course on socialism: 
"As we go over the ground again this fall it strikes me again that I should 
like to write something sometime; and I think I see more clearly what 
I want to say, too. But I shall certainly do nothing about it for another 
year. I have little time to sp~re for loafing, and it will be a long time 
before I shall get to it, if I ever do. The first volume on the list is The 
Theory of the Leisure Class, and I have taken that up in a small way 
this month. I am putting in an hour or two a day on it, and have to 
neglect the class work in order to do that. I have written part of the 
introductory chapter-which would perhaps make some twelve or fifteen 
small pages." 

In December 1895 he wrote to Miss Hardy: "The Leisure Class was 
of course shelved while the December Journal took the floor and went 
through its customary motions," but the book "is on the boards again. 
• • • I sit here spinning out the substance of this high theoretical struc­
ture. As the writing proceeds, or rather in the attempt to proceed, I find 
myself embarrassed by an excessive invention of unheard-of economic 
doctrines more or less remotely pertinent to the main subject in hand; 
so that, after having written what will perhaps make some fifty or sixty 
pages when revised, I have not yet come in sight of the ~octrine of con­
spicuous waste, which is of course to constitute the substantial nucleus of 
this writing." In February 1896 he mentioned to her the "opaque fact" 
that "in the last three weeks, the Leisure Class has been !n abeyance, hav~ 
ing achieved nothing beyond contributing some half-dozen sheets of 
handwriting to the waste-basket." 

Veblen induced Miss Hardy and most of his abler students to read ex­
tensively in anthropological works. He wrote her: "As for the anthropo­
l~gical reading, which I have inveigled you into, I do not know that it 
will be of much direct use, but it should be of some use in the sense of 
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an acquaintance with mankind. Not that man as viewed by the anthro­
pologist is any more-perhaps he is less--human than man as we see 
him in everyday life and in commercial life; but the anthropological sur­
vey should give a view of man in perspective and more in the generic 
than is ordinarily attained by the classical economists, and should give 
added breadth and sobriety to the concept of 'the economic man.' " , 

Veblen's wife had left him and taken up a claim in Idaho, but he con­
stantly urged her to come back. He casually informed Miss Hardy: 
"Mrs. Veblen is farming in Idaho. Her health seems slightly improved, 
but she does not seem well content." 

In the summer of 1896 Veblen went to Europe to visit William Mor­
ris, whom he considered one of the greatest men of the nineteenth cen­
tury, but the meeting was a disappointment. Morris had ceased to be 
an outstanding figure in English socialism, and wa5 occupying himself 
with attempts to restore the art of printing as it existed before the intro­
duction of efficient machinery. 

At that time, however, the International Soc!alist Congress met in 
London, and the Fabians laid down their policy of "evolutionary," as· 
against revolutionary socialism. This change in tactics was made promi­
nent by a controversy carried on in the International Journal of Ethics 
between the Fabians and the Hegelian philosopher, Bernard Bosanquet, 
one of the strongest opponents of collective devices. In the United States 
a similar change was taking place. Up to 1896 the socialist movement 
was considered "more or less of an exotic bearing the stamp largely of 
German socialism," but it was developing now in accordance with West- . 
ern conditions.21 

In July the university celebrated its· fifth anniversary. Rockefeller 
visited the school for the first time, and students sang to him: "John D. 
Rockefeller, wonderful man is he, Gives all his spare change to the U. 
of C." 22 "Gratitude," said a student spokesman, "is too narrow a word 
for the deeper, more vital feeling we bear toward him whose work we 
know is daily remoulding, deepening, sharpening the whole inner mean­
ing and character of our lives." Head Dean Judson declared in behalf 
of the faculty: "The same largeness of view which characterises modern 
business is essential for the equipment of modern education. And we 
greet our founder as one whose sagacity clearly grasped this vital thought 
-the thought which underlies the University of Chicago." For the trus­
tees it was said: "Mr. Rockefeller is a modest man, and may well ask 
to be excused from the laudations and congratulations that attend public­
spirited and generous acts: but this greatest and Wisest act so far tran­
scends in importance the average benefaction that we are justified in ex­
pressing tonight our appreciation of its benefits, its spirit, its wisdom, its 



134 THORSTEIN VEBLEN 

enduring character, and the evidence it furnishes that he regards the 
possession of great wealth as a public trust, as well as a stewardship for 
which he must give an account to his Maker, to his own conscience, and 
to the age in which he lives." Harper expressed official gratitude to Rocke­
feller for his large gifts, inspired by "the love of Christ and of humanity 
which filled his .soul"; to the other donors, including Yerkes and 
Marshall Field; and to God, "Who prompted the founder's heart to 
undertake this gigantic work." 2a 

On the Fourth of July, addresses were made in "enforcement of the 
idea that true religion and true patriotism are one." A detachment of the 
National Guard presented the national colours to the university, and 
Harper said: "An education which does not carry. with it the inculcation 
of patriotic feeling is a narrow and injurious education. • • • The work 
of the· army and the work of educational institutions are after all closely 
related •••• Today the First Regiment of the Illinois National Guard 
is the teacher, and the University of Chicago is the pupil." 2 • 

At the convocation Bernard Moses, professor of political economy at 
the University of California, ~nd then lecturing in the summer school, 
delivered a patriotic address 'called "The Conditions and Prospects of 
Democracy." He attempted to demonstrate that, because of the natural 
right of property, the "democratic form of society disappears under nor· 
mal social development." "With no restrictions placed upon the move­
ments of the individual members," in the original state of democratic 
equality, "the fittest in the several lines of activity acquire positions of 
advantage, and the less fit fall behind or are crowded to the wall." Every 
step away from the simplicity and equality of the early democratic agri­
cultural stage towards the complexity of modern urban society is marked 
by an increasing inequality of material conditions. Government might 
aid this process, as it has done in the past by "extensive grants of prop­
erty" and "special exemptions," but this is not essential since "unequal 
powers in the presence of common opportunities for gaining wealth give 
••• unequal possessions." "As a result of free social progress, society, 
in the course of time, inevitably becomes marked by classes, becomes un­
democratic, and this in spite of non-recognition of classes by law." In 
America there are no "conspicuous obstacles to change," and the country 
"appears to be drifting towards a state of society less democratic than 
that of the present." For the weak this means many lives "burned out 
by an electric current they are unable to bear." This evolution to the in­
evitable imperial state of subordination should be aided by inculcating 
a strong religious faith and by an "awakening of the patriotic con­
science." 25 

That summer the presidential nomination conventions were held, and 
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the Republicans chose William McKinley. His guiding geruus was Mark 
Hanna, who believed that "some men must rule," and "the great mass 
of men must work for those who own." To him "life meant war ••• 
on business associates, on • • • employees, on the State itself." 26 · 

The Democratic convention was held in Chicago. Fiery attacks were 
made on Cleveland's financial policies, and the platform demanded free 
silver. Other sections of the document criticised the Supreme Court for 
declaring the income tax law unconstitUtional, denounced the arbitrary 
interference of Federal authorities in local affairs as a "crime against free 
institutions," and objected to "government by injunction as a new and 
highly dangerous form of oppression by which Federal Judges ••• be­
come at once legislators, judges, and executioners." 27 

Altgeld was the dominant figure in the convention. Harper's Weekly 
wrote of him: "One could not help marking him, at short notice, as the 
most dangerous influence in the convention-the stamp of agitator who, 
when the bludgeon had failed of its full work, would be ready with his 
poisoned knife, and who, in leading a victory-cfru:nken mob, would not 
hesitate to follow pillage with the torch." .28 His foreign birth prevented 
his nomination, and the choice went to Bryan after he delivered his 
famous "Cross of Gold" speech. The Populists, whose programme was 
prepared by Trumbull in Chicago, also chose Bryan. "1 feel this year 
we are squarely aligned," wrote one of the correspondents of Senator 
Allen, a radical leader. "The honest yeomanry of the land against the 
pampered owners of wealth." 29 · 

The Democratic platform was denounced by Republican spokesmen 
as containing declarations "in favour of free riots," "warfare against the 
courts," and attacks on "the integrity and independence of the judici­
ary." 80 Laughlin wrote anonymously a daily column in the Chicago 

_Times-Herald, paralleling one in the same journal by W. H. Harvey, · 
whose silverite Coin's Financial School was the Bible of the Democratic 
Party. 81 In the masthead of every issue of Harper's Weekly appeared the 
words: "The Nation's honour must be preserved." Democrats in the East 
attempted to argue free silver on economic grounds, but the Republicans 
insisted on making morality the main issue. A writer in The International 
Journal of Ethics commented: "The extreme Republican press endeav­
oured to take the position that nearly one-half of the American people had 
gone morally wrong; that the sole issue was one of the Ten Command­
ments; that the debtor class was trying to cheat the creditor; or, most 
mildly, the South and West attempting to oppress the North and East." 82 

Altgeld was even more vituperatively attacked than Bryan. Chicago 
was the real headquarters of the Republican party because of its proxim­
ity to the doubtful agrarian states, and Theodore Roosevelt in a. speech 
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there said Altgeld was one who would "connive at wholesale murder," 
who "condones and encourages the most infamous of murders," and who 
would "substitute for the government of \Vashington and Lincoln, a 
·red welter of lawlessness and dishonesty as fantastic and vicious as the 
Paris Commune." 83 Lyman Abbott denounced from the pulpit "the 
crowned heir and worshipped deity of the anarchists of the North­
west." 14 In a box at the head of one of Altgeld's speeches Tht~ Times­
Herald placed Laughlin's comment: "If the governor's figures of the 
condition of the treasury were correct, the speech is unanswerable, but 
he has deliberately lied and given false figures." 85 

Under the threats and guidance of Hanna big business openly sup­
ported McKinley, "the advance agent of prosperity," and the wealthy 
deserted the Democratic party as never before. Insurance companies 
intimated to Western debtors that with McKinley's election five-year 
extensions on mortgages would be granted. The banks ex~rcised every 

. conceivable form of pressure. Capitalists gave manufacturers large orders, 
to be executed only if McKinley were elected. On the week-end preceding 
the election employees were given notice that they could not return if 
Bryan won. 88 Altgeld declared the Democratic party "was confronted 
by all the banks, all the trusts, all the syndicates, all the corporations, 
all the great papers." 81 "The very graveyards," said Paxton Hibben, 
"were robbed of the names on their tombstones to be enrolled as voters 
for an honest dollar." 88 Laughlin said later: "If one were to judge from 
the action of the country in 1896, it must be confessed that in no country 
in the modern world is there a more cautious and conservative element 
than the business community of the United States; and that whichever 
way it turns it generally decides the national election." 89 

After the election there was immense relief. "Long after midnight in 
a certain Chicago club one of the world's greatest merchants started the 
old boyhood game, 'Follow the Leader.' He was joined by bank presi­
dents, merchants, Chicago's foremost men; they went over sofas, chairs, 
tables, upstairs and downstairs, and wound up with dancing in each 
other's arms." 40 TheN ew York Tribune said that the Bryan movement 
"was brought forth in sin •••• Good riddance ••• to conspiracy and 
conspirators, and to the foul menace of repudiation and anarchy against 
the honour and life of the Republic." 41 Hanna now ruled the land, "a 
colossus astride of the country." 42 

Yerkes's choice for governor was successful against Altgeld. Harper's 
Weekly exulted: "Exit Altgeld." "He has been ••• the most danger­
ous enemy to American institutions of all the ruffianly gangs which have 
broken out of the forecastle of the ship of state and attempted to occupy 
the quarter-deck and seize the helm." 43 Governor Tanner was inaugu-
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rated with a display of military pomp seldom seen before in Springfield. 
Economic conditions, however, did not improve, and the murmurs of 

discontent were by no means silenced. In June 1897 the American Rail­
way Union reorganised into the Social Democracy of America with Debs 
as its leader. A Co-operative Conference, a movement fostered by John· 
Ruskin, was held in Chicago, and Henry Demarest Lloyd was chosen as 
the American delegate to the third congress of the International Co- -
operative Conference at Delft, Holland. Peter Kropotkin spoke at Hull 
House on his book, Fields, Factories, and Workshops. ' 

In the spring of 1897 the reform alderman, John Harlan, made an 
unforgettable campaign for mayor of Chicago, as an independent against 
the traction interests controlled by Yerkes. On the stump he called ''the 
roll of eminent citizens who were directors of these corporations, nam­
ing them one by one, as though they were on the witness stand. After 
pretending to swear them in, he proceeded to ask them if they knew 
that their agents were 'conspiring with public officials to commit grand 
larceny in burglarising the city of Chicago?!" 44 He lost, but the success­
ful Democratic candidate was pledged to reform. 
· Yerkes transferred his activities to Sprmgfield, where he expected the 
legislature to extend his enormously valuable privileges for a period of 
£fty years. But Bemis was having his revenge. In the Ninth Biennial Re­
port of the Bureau of Labour Sta~stics, prepared by Schilling and Bemis, 
it was pointed out that, even according to the fundamental franchise 
law of 1 8 6 5, the street car companies would lose their rights to the streets, 
because the law provided only for horse cars. The report presented a de­
tailed account of Yerkes's manipulations, based on a paper read before 
the Political Economy Club of the university by a graduate student, 
Frank Vanderlip. It was "known that the Senate was ready to pass any­
thing the companies asked," but "popular opposition in Chicago to the 
bills was intense, almost reaching the stage of riot and mob violence." 45 

Lloyd prepared for the Executive Committee of the Chicago Federation 
of Labor an address to the legislature which closed with: "In the name 
of the happiness, the property, and the liberty of the people of all classes 
of the present and posterity • • • we protest against the passage of these 
bills and beg you, our representatives at Springfield, not to lay upon the 
living and the unborn these two 'dead hands,' of government by syn­
dicates and of monopoly in perpetuity." 41 Citizens marched on Spring­
£eld; the legislature was panic-stricken and killed the proposed bill, 
four to one. Yerkes sarcastically congratulated "the Socialistic element 
of this city and also the Anarchistic element, which is now working from 
the top instead of from the bottom as it did eight years ago." A few weeks 
later a bill empowering city councils to decide on extensions was rushed 
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through by violating the rules of both houses, and was signed by the 
governor. But the "anarchistic element" rose again when the council was 
to pass the necessary ordinances. Lloyd said that some of the citizens 
came with rope and told the aldermen that it was meant for them if the 
ordinances were passed.47 The measures were defeated. 

About that time the observatory, Yerkes's gift to the university, was 
completed. Special trains conveyed the trustees, members of the congre­
gation and official guests of the university, from Chicago to Williams 
Bay, "under the especial guidance of President Harper, whose gracious 
vigour made him the ideal master of ceremonies." An Amherst professor 
wrote that "no benefactor of learning has received, or could wish to re­
ceive, a warmer or more heartfelt and wholly· spontaneous tribute than 
did Mr. Yerkes at the crowning moment." 48· Yerkes spoke of it as an 
investment. "1 feel that in your attempts to pierce the mysteries of the 
universe which are spread before you by our great Creator, the en­
thusiasm of your natures will carry you to success." On behalf of the 
trustees M.A. Ryerson said to him: "We appreciate highly the liberality 
with which you have from the beginning encouraged the broadening con­
ception of this great work, and we desire to bear testimony to the breadth 
of the views which you have always expressed in relation to its aim and 
its scope." 49 

In a symposium on "Municipal Ownership and Supervision" in The 
Independent, Laughlin took the ''opportunity of discussing the points 
at issue, because, quite without my initiative, some writers have chosen 
to classify me as an unquali£ed advocate of laissez-faire. I believe there 
is no ground for this in anything I have written." Concerning public 
supervision he maintained that ''the private company must have large 
exercise of business discretion on all matters affecting the earning capacity 
of the property invested." He was not in favour of municipal ownership 
at present, since public utilities ''must be managed on business principles 
with great ability and sagacity, for a profit." At the Wisconsin Bankers' 
Convention he denounced any appeal to the state by labour, because such 
socialistic appeals are confessions of individual weakness. 5° 

Laughlin wrote the Report of the Monetary Commission of the In­
dianapolis Convention of Boards of Trade, Chambers of Commerce, 
Commercial Clubs, and Other Similar Bodies of the United States, which 
in substance asked Congress to allow the banks to extend their currency 
issues by securing them on the commercial assets of the bank, instead of 
being limited, as they were at the time, by government securities. The 
convention of "representatives of the business men and business interests" 
passed a resolution testifying to the ''very earnest appreciation and grati­
tude" felt towards Laughlin and the other members of the commission. 
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Altgeld declared: ''The trouble with Professor Laughlin is that the 
great schemers of the world never take their handy hired men into their 
confidence. They give each his work and expect him to do it quickly and 
thoroughly, and under no circumstances to hesitate on account of any 
question of ethics or morals that may be involved." 51 

Bellamy issued Equality, in which he elaborated Looking BtJCkward. 
An inhabitant of Utopia asked: ''\Vhat hypocrisy could have been so 
brazen as that pretence" -concerning ''the freedom of contract, the volun­
tary, unconstrained agreement of the labourer with the employer as to 
the terms of his employment"-''when, as a matter of fact, every con­
tract made between the capitalist who had bread and could keep it and 
the labourer who must have it or die would have been declared void, if 
fairly judged ••• as a contract made under duress of hunger, cold, 
and nakedness, nothing less than the threat of death. If you own the 
things men must have, you own the men who must have them." 

The movement to supplant the older psychology and biology con­
tinued. In 1896 C. Lloyd Morgan delivered a l~e at the University 
of Chicago on "Habit and Custom: A Study in Heredity," which was in­
cluded in his book, Habit and Instinct. Morgan used instinct in a more 
restricted sense than did James. Instincts are "congenital, adaptive, and 
co-ordinated activities of relative complexity, and involving the be­
haviour of the organism as a whole." Man inherits a smaller share "of 
definite instinctive performance" than any other animal. Instead he "in­
herits an innate power of acquisition and application, which enables him 
to cope with an environment of extraordinary complexity, and of a 
peculiarly specialised nature." In opposition to Spencer and Ward he con­
tended that man does not inherit acquired habits. Mental evolution in 
human society is due "to the handing on of the results of human achieve­
ment by a vast extension of that which we have seen to be a factor in ani­
mal life, namely tradition." "Evolution has been transferred from the 
organism to his etroironment/' created by intellectual evolution itself 
viewed in a human cultural sense. ''The ftJCulty of the race [is] at a stand­
still while the tJChiC'Vements of the race are progressing by leaps and 
bounds." 

Caldwell declared that Patten's Theory of Social Forces, with its 
"hypothetical Procrustean framework," was Spencerian. "Our environ­
ment is not something that is made for us, once and for all, by an 
external nature or an unconscious physical necessity, but is essentially 
something that we ourselves can largely make, or at least modify or ideal­
ise." But Patten conceives human force as a very small thing "compared 
with the force of animate and material nature." He maintains that ''physi­
cal environment" limits and circumscribes ''the possibilities of human 
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development." "The original background of the human race, according 
to his language, is one of mere force. If it really were such, all the social 
forces and civic standards, and art and morality would be unequal to the 
task of socialising it." It must be realised that "we act and we know we 
act, at one and the same time." "Sociologists will soon get tired of talking 
as if evolution must be regarded as a process that had happened in 
time." That is why the Theory of Social Forces is essentially "a solution 
of an imaginary puzzle. It is bent on showing how social forces can be 
grafted on to essentially unsocial groups of individuals." Patten cited 
Spencer as his authority, and Caldwell countered that discussions in 
terms of pleasure and pain were not ethical discussions, and Spencer was 
not an ethical philosopher. A true student of ethics is concerned with the 
ends of activity, or the equivalent, not the mere psychology of motives.112 

Caldwell again presented his action concept before the American Psy­
chological Association meeting of 1897. He attacked E.B. Titchener, who 
was always insisting that mind is "nothing but sensations and affections," 
and who did not "allow for the fact (the unique thing in psychology) 
that psychological happenings and processes are nothing apart from an 
active, unifying, synthetic self." In the issue of The International Jour­
nal of Ethics for April 1898, Caldwell elaborated his views in "Philo­
sophy and the Activity-Experience," the "rapprochement • • • between 
philosophy • • • as the 'Theory of Ideas' • • • and the actual practical 
effort that characterises the life of man, that brings him • • • his experi­
ence or wisdom of life." Associationists "claim that there is in the mind 
of man no evidence of self-engendered effort, of spontaneous activity, of 
activity essentially different from sensation and affection." "Human be­
ings themselves and history and literature all seem to speak of a life 
of effort and creative activity and spontaneity as of the very nature of 
man •••• The study of evolution," as well as psychology, "has made 
us aware of the fact that it is 'function,' or adaptation to needs and pur­
poses, that measures reality." We are forced "to think the universe to be 
what the necessities of our practical nature demand that it shall be." 
"The data of knowledge and investigation are reliable because they tell 
us the relation that 'things' and the 'world' sustain to the movement of 
our bodies and the evolution of our life, or the relation that our life sus­
tains to the life or evolution of the universe." If philosophers would 
think in terms of the activity-experience, "they would gain a conscious­
ness of the relation of the aims and purposes of thought to the aims and 
purposes of all evolution and effort, to even the industrial and economic 
activity of man." 

Tufts, also using the action concept, analysed Giddings's Principles of 
Sociology. Giddings asserted that psychology is the "science of the asso-
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ciation of ideas," and sociology the "science of the association of minds." 
Sympathy is thus conceived as "merely imitation of emotions," and the 
increasing sociability of humanity is proved by this imitation process. But 
Tufts declared that if sympathy is so conceived," it may mean emulation 
or conflict as well as compassion or sociability. If it is individualistic in its 
elements, the combination will not be social." "Mr. Spencer," he sai<;l, 
"seems to be the author's chief and almost sole authority in psy­
chology." 113 

The older types of thinking, however, were by no means superseded at 
Chicago. Small devoted a seminar to a consideration of "The Problems , 
of Social Teleology." At the summer session in 1897 Ward lectured on 
the "Pain and Pleasure Economy." In The American Journal of So- . 
ciology for January 1898 he published an elaboration of one of the 
lectures under the title "Utilitarian Economics," in which he concluded 
that "under science which makes for meliorism, the levelling process will 
go on, greater and greater numbers will rise above the Nullpunkt, and 
the field of pain economy will shrink as that of the pleasure economy 
expands." The positive social state is the pleasure economy, and its "end 
in view" is Bentham's "greatest happiness of the greatest number." 
Lapouge's article, "The Fundamental Laws of Anthropo-Sociology," 
translated by Closson, stated that these laws could be reduced to one, 
"formulated by Closson and designated by him as the Law of Lapouge, 
'Viz., the law of the greater activity of Homo EuropteU.r." u 



CHAPTER IX 

D
URING this period between the end of 1896 and the begin­

ning of 1898 Veblen's reviews in The Journal of Political 
E&onomy reflect the development of his thought under the 
impact of his social and intellectual environment. They are 

more neutral in tone than previous ones. 
Enrico Ferri, in his Socialisme et Science Positive; Darwin, Spencer et 

Marx, attempted to dispose of the criticism that socialism was incom­
patible with Darwinism. Although Veblen did not commit himself 
explicitly, his summary of Ferri's statements showed him at least sym· 
pathetic towards socialism. The opponents of socialism maintained, ac­
cording to Veblen's summary of Ferri, that "(a) socialism demands 
equality of individuals, while the evolutionary process constantly accen· 
tuates" the necessary inequality between individuals, "(b) socialism de· 
mands the survival, in comfort and fullness of life, of all individuals, 
whereas Darwinism ••• requires the destruction ••• of the great rna· 
jority of individuals, (c) the struggle for existence secures a progressive 
elimination of the unfit and a survival of the superior individuals • • • 
whereas socialism, by giving all an even chance of life, reduces the aggre­
gate of individuals to a dead level of democratic uniformity, in which 
the superior merits of the 'fit' count for nothing." Veblen declared that 
Ferri's answer to these objections was presented in a "rather more con­
vincing form than is usual with the scientific apologists of socialism." 
Ferri contended, according to Veblen, that (a) the "equality of indi. 
viduals demanded by the socialist scheme is an equality of opportunities 
rather than an identity of function or of the details of life; (b) that the 
struggle for existence, as applied within the field of social evolution, is 
a struggle between groups and institutions rather than a competition, 
a outrance between the individuals of the group." Therefore, since the 
struggle is a class struggle, group solidarity is essential for obtaining so­
cially desirable results. Also, the " 'normal' milieu for the competitive 
development of individuals in society in the direction of availability for 
the social purpose and a fuller and more truly human life is afforded 
only by an environment which secures the members of the community a 
competent and equitable-if not equal-immunity from the sordid cares 
of a life of pecuniary competition. • • • The closer an approach is made 
to a condition of pecuniary equality, and solidarity, the better are the 
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chances of a survival of the 'fittest,' in the' sense of the most efficient for 
the purposes of the collective life. (c) It is ••• only by injecting a 
wholly illegitimate teleological meaning into the term 'fittest' as used by 
Darwin and the Darwinists that the expression 'survival of the fittest' 
is made to mean a survival of the socially desirable individuals." It is 
therefore a "sophism," proceeding "on a teleological preconception-a 
survival in modern discussion of a concept which belongs among the 
mental furniture of the metaphysical speculations of the pre-Darwinian 
times." 

Thus Ammon's and Lapouge's theory of "social selection'; of type, 
which they considered a defence of traditionallaissez.-faire, was "turned' 
to socialist account." As if to suggest the irony, Veblen first cited Ferri's 
words that "it is well known that in the modern civilised world, the 
action of natural selection is vitiated by •.• military selection ••• 
matrimonial selection, and especially by economic selection." Veblen then 
continued: "It is only in the 'milieu normal' afforded by such an equality 
of pecuniary competence as the socialist scheme contemplates that the 
factor of 'choice' has a chance to act and to award the victory to the most 
normal individuals and types." . 

Socialism is "atheistic as a matter of course," and the "cults with their 
entire theistic content will disappear from man's habits of thought as fast 
as the chief positions of evolutionary science are accepted." It is not de­
nied that "the struggle for existence, and, therefore, the fact of a selective 
adaptation, is a fact inseparable from the life process, and therefore in­
separable from the life of mankind; but while its scope remains un­
altered, the forms under which it expresses itself in the life of society 
change as the development of collective life proceeds"; and Veblen 
quoted Ferri: "Everything goes to impress upon us with mathematical 
certainty that when [the] victory [of socialism] is achieved it must in 
turn give place to further struggles and new ideals among the genera-· 

· tions that are to succeed us." 
In closing Veblen remarked that "incidentally" the "great Italian 

criminologist has a word of kindly admonition to say to the students of 
Sociology and Political Economy." In Ferri's words, "Darwinism and 
Spencerian evolution" had revolutionised the "physical, biological, and 
even the psychological sciences," but had "barely rippled the surface of 
the still waters of that pool of orthodoxy in social science, Political Econ­
omy." The explanation is to be found in the fact that "the logical conse­
quences of Darwinism and of scientific evolutionism, when applied to the 
study of human society, lead inexorably to socialism." · 

In his review of Richard Calwer's Einfiihrung in den Soz.ialismus, in 
the March 1897 issue, Veblen called attention to a device which he had 
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already used himself. This socialist textbook, he said, is "not a contro­
versial book. Its purpose is sought to be accomplished by so explaining 
the meaning and trend of the socialist movement as to leave no legitimate 
ground for the tendency which it deprecates." The book presents a sof· 
tened Marxism, in which the " 'materialistic interpretation of history' is 
no longer obtrusively present in the crude form at every step, although 
it still remains the fundamental premise." It is a significant departure 
from the traditional position that the form of modern industry and the 
rational calculations of the workingmen must of themselves bring about 
a change of social structure. "But while the evolution of industry, it is 
claimed, assures the rapid and inevitable socialisation of industry, these 
mechanical facts and technological events do not immediately or of 
themselves afford the basis for that growth of institutions which the 
socialist republic involves. The institutions of the community, whether 
socialistic or otherwise, rest on psychological ground. The material situa­
tion, the state of industry and the arts, may condition the growth of in­
stitutions in accordance with the materialistic theory of history, but these 
material circumstances of environment and of industrial organisation and 
methods control the growth of institutions and social structure only as 
they affect the individual's habitual view of things." The psychological 
factor which is tQ work out the revolution, "is no longer conceived to be 
of the nature of a calm resolution, the outcome of dispassionate ratiocina­
tion." The psychological motive assumed to bring about the change of 
social structure is the same as that presented by Veblen in "Some N e­
glected Points in the Theory of Socialism." "It is bluntly recognised that 
this motive force is simply sentiment and is closely akin to envy, its 
basis being chiefly an invidious comparison of the labourer's lot with that 
of the propertied classes. The decisive fact is the distastefulness of the 
labourer's social position as compared with his employer. Improvement 
in material comfort measured in absolute terms counts for very little. 
You may feed the labourer well, you may clothe him decently, you may 
provide him with a modest dwelling, in short, you may keep him as a 
well-to-do man keeps his domestic animals-still the labourer will not be 
beguiled into overlooking the fact that his place in life is determined by 
accidents and circumstances which do not permit him .to lead the life 
of a man." 

Veblen's views as to the inevitability of socialism through the sheer 
necessity of the industrial mechanism seem to have undergone a change, 
but the somewhat rationalistic motivation imputed to the workers re­
mained undisturbed. Veblen's method of emphasising a position which 
is of interest to himself but not of particular interest to the author is also 
illustrated in this review. "Socialism is said to hold an entirely neutral 



AND HIS AMERICA . 
position with regard to religion, but this is uttered with an evident con­
viction that the church and the creeds are alien to socialism and irrecon­
cilable with it in detail." Similarly, socialism is made out to be unpatriotic. 
Little is said about the family but "it is plainly implied that the tradi­
tional form of the family is in an advanced state of obsolescence as far 
as regards the working classes," although it is conceded that the present 
marriage relationship is "the form best suited for the well-to-do classes." · 

Another change is to be noticed in Veblen's thought in his review of 
Antonio Labriola's Essais sur la conception matcrialiste de l' histoire, in the 
issue of June 1897. Labriola's position, said Veblen in summary, was that 
the "materialistic conception" is the central Marxian position and that "the· 
exigencies of the industrial process determine the features of the society's 
life process in all other aspects, social, political, and intellectual." All the 
rest of Marx, including the doctrines of class struggle and of surplus 
value, is "provisional and tentative," although accepted by Labriola. 
Using the language of Kant and Peirce in his summary, Veblen declared 
that the "office of 'the materialistic conception' is that of a guiding princi­
ple ••• in the study of social life and social structure." The "economic 
exigencies" of the industrial process "afford the definitive test of fitness 
in the adaptation of all human institutions by a process of selective elim­
ination of the economically unfit. They also, through the industrial 
process through which they work their effect, determine the development 
of thought and science; the materialistic conception is itself, at the second 
remove, a product of the industrial process." 

Veblen turned from a mere summary of one man's views to a presenta­
tion of what he held to be the evolutionary point of view in economics. 
The dogmas of labour value and class struggle were "giving way before 
an interpretation of the materialistic conception which does not, in its 
fundamental position, go much beyond a conception of the evolution of 
social structure according to which the economic activities, and the habits 
bred by them, determine the activities and habitual view of things in 
other directions than the economic one. And in this development the 
socialists are drawing close to the position of a large and increasing class 
of economists who are accepting the materialistic conception, or so much 
of it as is conveniently to be affiliated with Darwinism, whether they ac­
cept it under the style and title approved by their socialist mentors or 
under designations chosen by themselves." These economists he referred 
to as "of the new evolutionist, or socialist departure." Veblen was now 
conscious in his thinking of the prevailing action concept, which was re:­
placing the more rationalistic principle of motivation by emulation, char­
acteristic of his earlier work. 

In contrast to his sympathetic reviews of Ferri, Calwer, and Labriola, 
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was his depreciation of \Verner Sombart's Soz.ialismus und soz.iale 
Bewegung im z9. Jahrhundert. Sombart considered himself as the apostle 
of 1\Iarx's method but not of Marx's propaganda. Adhering to a l legelian 
romantic approach, he declared that among the lessons to be learned by 
both parties to the class struggle is that "all social struggle should be de~ 
terminedly within legal bounds." 1 Veblen declared that "the logical and 
the only promising line of action for the socialists according to Professor 
Sombart is to strengthen and accelerate the growth and spread of the 
modern culture, and carry it to the highest pitch attainable. Oddly 
enough-though perhaps it seems less odd to an affectionate latter-day 
citizen of the militant Fatherland-this ideal cultural growth to which 
socialism should look, it is explicitly held, comprises a large unfolding 
of warlike activity. Socialism is, on this and related grounds, not appre­
hended to be, in strict consistency, an international (a fortiori, not an 
anti-national) movement. It is a further curi-ous feature of Professor 
Sombart's exposition that he finds no logical ground for an atheistic or 
undevout attitude in the accepted realism of l\1arx and his followers. 
This is perhaps as characteristically new German a misapprehension of 
Marxism as the contrary misapprehension which makes Marxism 'ma­
terialistic' in the metaphysical sense is characteristic of the traditional 
view among English-speaking critics." Sombart's revisionism was not sub­
stantially different from Spencer's evolutionism. 

In reviewing Max Lorenz's Die Marxistische Soz.ialdemokratie, Veb­
len pointed out that the author denied that "the substantial core of the 
Marxian doctrine is the theory of labour-value and surplus-value." 
Marx's fundamental position was not concerned with a problem of 
ethics. " 'What comes about comes, according to Marx, not for equity's 
or morality's sake, but it comes as a causally historical necessary phase of 
social evolution.' " "While the materialistic interpretation of history 
points out how social development goes on-by a class struggle that 
proceeds from maladjustment between economic structure and economic 
functions-it is nowhere pointed out what is the operative force at work 
in the process. It denies that human discretion and effort seeking a better 
adjustment can furnish such a force, since it makes man the creature of 
circumstances. This defect reduces itself under the author's hand to a mis­
conception of human nature and of man's place in the social develop­
ment. The materialistic theory conceives of man as exclusively a social 
being, who counts in the process solely as a medium for the transmission 
and expression of social laws and changes; whereas he is, in fact, also 
an individual, acting out his own life as such." Here another change is 
to be ·noted in Veblen's thinking, bringing it into consistency with the 
new psychology and biology without changing his fundamental position 
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concerning the existing order and socialism. "Hereby is indicated not 
only the weakness of the materialistic theory, but also the means of 
remedying the defect pointed out. With the amendment so indicated, 
it becomes not only a theory of the method of social and economic change, 
but a theory of social process considered as a substantial unfolding of life 
as well." The fundamental Marxian principle was being interpreted in 
terms of the action concept, under which socialism would be achieved on 
the basis of the life of industry led by a worker, instead of through the 
impact of the motive of emulation. Lor<:nz, however, prefers "to take 
up the materialistic argument and carries it out to its logical conse­
quences, with the result of reducing the socialist millennium to ab- · 
surdity, at least to his own satisfaction." 

Veblen's reviews of books on "theory" were written in much the same 
manner and with the same ends in view as the others. In discussing 
Esquisses de litterature politico-economique, by N. Ch. Bunge, who felt 
that the historical school's lack of theoretical treatment was a merit, Veb­
len declared: ''What he has learned is what he knew already-that sal­
vation for economic science is to be found in the historico-statistical 
method alone, and that this method could not be effectively applied until 
Gustav Schmollerfound it and set it in order." Shortly afterwards Veb­
len reviewed a volume of Schmoller's essays. "Very much of his con­
structive work" bears out "the criticisms levelled at him on methodo­
logical grounds." His work, as well as that of his many disciples; "is of 
the nature of compilation and description-narrative, often discursive and 
fragmentary work." Schmoller argues first that "economics is in an 
inchoate stage" and the proper method therefore is that of "description 
and collation"-classification, not the causal explanation of phenomena. 
But the tone of the second essay seems to indicate that ''the science is 
now felt to be rapidly passing this inchoate stage and that the economists 
may now legitimately turn to constructive theoretical work." Even in his 
later essays, however, he has much to say as to the "important place of a 
taxonomic discipline-definitions, concepts, and classification." "It may 
not be out of place," said Veblen, "to point out, Schmoller gives but 
scant acknowledgment to the really large and substantial deserts of the 
classical writers under this head." Veblen considered Schmoller's "most 
substantial and characteristic mov~ in advance" to be his contention that 
"observation and description, definition and classification, are prepara­
tory work only •••• There must remain before our eyes, as the ideal 
of all knowledge, the explanation of all facts in terms of causation." The 
"causes at work in the sequence of economic phenomena" are psychical 
causes, not physical or biological factors. Veblen interpreted this to mean 
that "the causes in terms of which economic theory must in the last 
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resort formulate its results are psychical facts-facts of human motives 
and propensities." "The aim of economics, as of any science, adopting any 
method, must be the determination of uniformities and laws. But the de­
scriptive, empirical generalisation of uniformities, simply, must not be 
accepted as a determination of the laws of the phenomena under inquiry. 
Normalisation and taxonomic schedules are not science in the modern 
acceptance of the word." 

\Vhat lay behind Veblen's use of psychological and philosophical 
language and citation becomes less obscure in the light of his review in 
the June I 898 issue of a book entitled Aristocracy and Evolution: A 
Study of the Rights, the Origins and the Social Functions of the Wealth­
ier Classes, by William H. Mallock. The author had been described by 
Zueblin as "a prodigal novelist • • • writing automatic defences of indi­
vidualism." 2 Mallock held that captains of industry belong to the 
aristocracy, and smaller businessmen to the lower middle class. He was 
in good repute with the universities and the popular journals. Veblen 
remarked that after a rough examination of Aristocracy and Evolution 
"one is tempted to dismiss it with the comment that Mr. Mallock has 
written another of his foolish books." But since the book provides an op­
portunity for Veblen to discuss the role of the captain of industry, he 
gave it a rather lengthy review. Mallock "tacitly" identifies the " 'great' 
man in industry • • • with the captain of industry or the owner of 
capital." He produces the great share of the product of industry, and it 
is expedient to allow him exceptional gain for his exceptional product 
"because on no other terms can he be induced to take care of the economic 
welfare· of the community-and, in the nature of things, the welfare of 
the community, of the many, lies unreservedly in the hands of the 
minority of great men." Mallock, declared Veblen, first holds that 
"productive efficiency is a matter of detailed knowledge of the technical 
industrial processes of industry," but in his later discussion "the type of 
productive efficiency" becomes "the counting-house activity of the busi­
nessman, who frequently does not, and pretty uniformly need not, have 
any technical knowledge of the industry that goes on under his hand. His 
relation to the mechanical processes is always remote, and usually of a 
permissive kind only. This is especially true of the .director of a large 
business, who is by that fact, if he is successful, a highly efficient great 
man. He delegates certain men, perhaps at the second or third remove, 
to assume discretion and set certain workmen and machines in motion, 
under the guidance of technical knowledge possessed by them, not by 
him •••• It is bold irony to call [the captain's efficiency] productive 
efficiency under the definition of productivity set up by Mr. Mal­
lock •••• Objection is taken not to the obvious groundlessness of the 
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whole natural-rights structure, but to the scope of the application given 
the dogmas." 

Mallock declares that "the pecuniary incentive is indispensable to 
modern industry." He agrees with the socialists to the extent of "show­
ing that the pecuniary incentive-the desire of wealth-is in large part a 
desire for distinction ·only, not in the last analysis a desire for material, 
consumable goods. But he denies flatly-what they affirm-that an 
emulative incentive of another kind might serve the turn if the p~cuniary 
incentive were to fall away." No decisive argument, however, is pre­
sented "in support of this denial, which "is the central feature of the 
refutation· of socialism." The matter is explained away by an appeal to , 
the uncritical fundamental principle of the associational philosophy and 
logic-the principle of similarity or uniformity. Through the discussion 
"there runs the implication that, in order to serve their purpose, at all 
effectively, the inducements offered the wealth-producer must mechani­
cally resemble the results to be worked out. As on the homeopathic 
principle like is to be cured by like, so in industry the repugnance to 
effort spent on material goods must be overcome by a remedial applica­
tion of material goods. While it seems to be present in the reasoning, it 
is by no means clear, it should be remarked; that this axiom of similarity 
has been present in the reasoner's mind." . 

William Archer, the English literary critic, declared that Chicago "em­
braces ... every extreme of splendour and squalor." It "suggests that 
antique conception of the underworld which placed Elysium and Tartarus 
not only on the same plane, but, so to speak, round the corner from each 
other." 3 At the first convention of the Co-operative Commonwealth, in 
Chicago, a split occurred and the advocates of political action, led. by 
Debs, founded the Social Democratic Party. Another bitter city election 
was fought in 1898 for reform and municipal ownership, led by a re­
spectable businessman, George Cole, but "the big corporations, the rail­
roads, the great business houses and their friends" took "their business 
away from him" and he gave up the leadership."' 

The Spanish-American War began, early foreseen by liberals as a 
consequence of American investments in Cuba. "From every corner of 
the land and every variety of pulpit, the humble followers of the Prince 
of Peace attested their qualifications for slaughter with imagination and 
enthusiasm." Everywhere liberals denounced the policy of conquest. 
William Dean Howells declared: "After war will come the piling up of 
big fortunes again, the craze for wealth will fill all brains, and every 
good cause will be set back. We shall have an era of blood-bought pros­
perity and the chains of capitalism will be welded on the nation more 
firmly than ever." William Graham Sumner immediately after the war, 
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in an address called "The Conquest of the United States by Spain," ex­
claimed: "My patriotism is of the kind which is outraged by the notion 
that the United States never was a great nation until in a petty three 
months' campaign it knocked to pieces a poor, decrepit, bankrupt, old 
state like Spain. To hold such an opinion as that is to abandon all Ameri­
can standards, to put shame and scorn on all that our ancestors tried to 
build up here, and to go over to the standards of which Spain is a repre­
sentative." There was rumour of his expulsion from Yale. William 
Vaughn Moody's poem, "On a Soldier Fallen in the Philippines," was 
according to Robert Morss Lovett "a very bold utterance and in a uni­
versity less tolerant than Chicago would have cost an instructor his posi­
tion." 1 Harvard began a school of business administration in the bdief 
that an imperial nation needs a trained foreign service; Chicago created 
a department of Military Science and Tactics, scheduled a course on 
"Colonial Economics," and planned a college of Com~erce and Politics 
for training students in the direction of business, politics, journalism, and 
diplomacy. 

To the war president, McKinley, the University of Chicago awarded 
its first LL.D. Small, as vice-president of the University Congregation, 
said at the presentation: "Your exercise of the presidential prerogative has 

· increased the prestige of the chief magistracy and exalted the standards 
to which it must henceforth conform. This result is both a splendid 
national achievement and a glorious national ideal." The Reverend 
A.K. Parker, in behalf of the trustees, said that the "doctrine of sov­
ereignty of the people leads a precarious existence in the mouths of men 
who love large-sounding words and have not stopped to consider that 
it is only a specious form of the ancient blasphemy that might makes 
right." Altgeld commented that the "President of the United States, 
standing under the wing of the Standard Oil Company, accepts a prof­
fered honour which is coupled with the declaration that the doctrine of 
popular sovereignty is a specious form of blasphemy." 8 

In connexion with trusts and other consolidations, the name "pro­
moter" grew suddenly familiar on all the markets, and a new phase of 
business enterprise, that of the pecuniary magnate, became known. The 
phrase, "thinking in hundreds of millions," became q1rrent. The Chicago 
Civic Federation held an Interstate Trust Conference to determine how 
to cope with the menace of large aggregates of wealth. Congress ap­
pointed an industrial commission to make an elaborate investigation of 
economic maladjustments for much the same purpose. H.O. Havemeyer, 
president of the Sugar Trust, frankly informed the commission that 
''business is not a philanthropy •••• I do not care two cents for your 
ethics. I do not know enough o~ them to apply them. • • • As a business 
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proposition it is right to get all out of business that you possibly can." ' 
The Standard Oil Trust now took the form of the holding company, the 
Standard Oil Company of New Jersey. 

Clark published his Distribution of Wealth, which best expressed the 
·ideal logically involved in the dominant economics. In the preface he 
said: "It is the purpose of this work to show that the distribution of the 
income of society is controlled by a natural law •••• At the point of 
the economic system where titles to property originate-where 13.bour 
and capital come into possession of the amounts that the state afterwards 
treats as their own-the social process is true to the principle on which 
the right of property rests," namely, "the claim of a producer to what he . 
creates." If this were not the case, "there would be at the foundation of 
the social structure an explosive element which sooner or later would 
destroy it. For nothing, if not to protect property, does the state exist." 

Patten, in his latest book, Decvelopment of English Thought, 
reached the conclusion, apparently in accordance with· his pleasure-pain­
calculus, that "classifications of society'' based on wealth or social position 
should be replaced by divisions according to "psychic traits." In a review 
in The American Journal of Sociology, Angell declared: "It must grieve 
the painstaking critics of hedonism, whose contentions are distinctly rele­
vant as against the view here presented, to hear an enlightened man like 
1\lr. Patten setting down these principles as blandly as though no one had 
ever questioned them." Veblen, in reviewing the book in Patten's own 
journal, The Annals of the American Academy of Political and Social 
Science, declared it was based on the conventional economics as formu­
lated in The Theory of Social Forces. He dismissed its main ar~ent, 
based on the traditional preconception of the beneficence of the strong 
hand, as having no ground in fact and therefore serving no useful pur­
pose. G. Tarde's Social Laws: an Outline of Sociology he dismissed for 
the same reasons and expressed the hope that "the volume may contribute 
materially to curtail the vogue of M. Tarde's sociological doctrines." 

Veblen persuaded Warner Fite, formerly a docent in the department 
of philosophy at Chicago and later professor of philosophy at Princeton, 
to discuss Patten's psychological doctrines in The 1 ournal of Political 
Economy. Patten's conception of psychological action, Fite pointed out, 
is "external stimulus, sensory idea, motor idea, motor reaction. The men­
tal mechanism is thus a static fact ••• the motor energy coming from 
the environment." But according to the new psychology the· "environ­
ment is • • • to some degree a function of the organi~m:' and "the ad­
justment to environment is effected not by the association of sensory 
ideas with ideas of movement, but by an immediate connexion between 
the sensory idea proceeding from an external object and the motor 
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reaction itself •••• Knowledge is not the passive reception of impres­
sions from external sources but a selective activity governed by subjective 
interests. It is, therefore, impossible to separate the knowing and willing 
activities since each presupposes the other." He suggested that Patten 
assimilate James's position that "knowing is always for the sake of 
doing." ,, 

At ~he 1898 meeting of the American Psychological Association, Cald­
well defended J. Mark Baldwin's "genetic" method, which inquires 
"'into the psychological development of the human individual in the 
earlier stages of his growth for light upon his social nature, and also 
upon the social organisation in which he bears a part.' • • • The reality 
of the self consists in process and progress rather than stable equilibrium 
or peculiarity of personal content. 'Man's interests as the intellectual re­
flection of his habits • • • man's habits as motor phenomena to be ex­
plained out of earlier activities ••• and man's wants as a function of 
the social situation' " will give an insight into the two formub: used by 
Baldwin: (a) "that what we do is a function of what we think"; and 
(b) what "we shall think is a function of what we have done." 8 

Titchener, in replying to Caldwell, branded the Dewey school and 
Caldwell as standing for "functional psychology," which he declared had 
not been "worked out either with as much patient enthusiasm or with as 
much scientific accuracy as has the psychology of mind structure." 9 

Caldwell replied with another analysis of the "Postulates of a Structural 
Psychology." Titchener held that the elementary mental processes are 
made up of two structural elements, "the sense-element (sensation or 
idea)," which is constituted of "quality, intensity, duration, clearness, and 
(in. some cases) extent," and the "affection-element, which is constituted 
of quality, intensity, and duration." But Caldwell asserted that quality, 
intensity, duration, etc., are not elements; "they are processes or phases 
of processes." And processes are "facts of sequence," not "facts of struc­
ture." "Indeed, the very fact of process is not a fact of 'structure,' but 
something more than this." 10 

William James, who had begun the new psychology and philosophy 
in America, caused another uproar with his public lecture, "Philosophical 
Conceptions and Practical Results." Claiming to haye borrowed the 
terminology and basis from Peirce's essays on the "Logic of Science," 
James set forth the philosophy of pragmatism. But it came so close to 
the traditional common-sense philosophy that Peirce disclaimed the 
parentage. Caldwell, at the 1899 session of the American Psychological 
Association, differentiated his "Philosophy and the Activity-Experience" 
from pragmatism, the philosophy of expediency, with its ~enial of hu­
man objective ends or purposes in conduct. He agreed that science is 
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based on the principle of activity. In science "the idea of substance, 
the idea of different substances in different individual things and the 
idea of a substance in general, flies before us as we .contemplate it or 
as we investigate its alleged reality, and is actually disappearing into 
the idea of causality or the conception (or fact) of measurable energy or 
modifiable life-process." James, however, "is trying to show us how rea­
sonable it is to regard things as we are compelled to assume the~ to be; 
he ought rather to take the ground that the manner in which we are 
compelled (by genuine practical and moral necessity) to assume things 
to be disposed is the only possible theory of their reality. This perhaps. 
would be the true Pragmatism." 11 

At a conference of the preparatory schools affiliated with the Uni­
versity of Chicago, A.C. Miller made a plea for the encouragement of 
schools of commerce. "It is no mere figure of speech that has long likened 
business to warfare and called business heads captains of industry." He 
admitted that in his discussion he had "tacitly accepted the ordinary mer­
cantile view that business is followed for gain, that it is solely a money­
getting pursuit," and had attempted ."to show what the higher education 
could do towards developing the business aptitudes." 12 Schools of Com­
merce, however, could also impart to prospective businessmen a necessary 
recognition of public interest. The College of Commerce and Adminis­
tration of the University of Chicago took more definite shape. 

In 1899 John R. Commons involuntarily left his position at the Uni­
versity of Syracuse. Professor Herbert S. Foxwell of Cambridge wrote to 
an American correspondent concerning the tenure of American pro­
fessors: "Our people cannot understand how you can sit down quietly 
under this poisoning of the springs of national life. . • • We tolerate at 
our universities any caprice, any eccentricity • • • rather than • • . 
tamper with the liberty of professors. They are in fact absolutely inde­
pendent. . • • In Cambridge we do not recognise any institution as a 
college unless it has an independent foundation, and all teachers are 
elected by their colleagues or other experts. No trustees intervene." 13 

At the meeting that year of the American Economics Association, Had­
ley said in his presidential address that in the reaction against competition 
and private enterprise, particularly in the public utilities, there was a 
danger of the people losing confidence in individual initiative. At the 
same meeting H.C. Emery, in a paper on "The Place of the Speculator 
in the Theory of Distribution," said that the gain of speculators, such as 
the traders on the commodity exchanges, could not be determined on the 
traditional production basis since they are outside the productive process, 
but since "it is difficult to see ·how a great world trade in such staples as 
grain and cotton would be possible without [the speculative market] ••• 
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speculative gai.t~s constitute such claims to the product as are represented 
in all property rights." In the discussion Thomas Nixon Carver, Frank­
lin H. Giddings, \Villiam Z. Ripley, Commons, and Hadley devoted 
their attention to showing that the speculator was productive, and Emery 
agreed.H 

The American Socialist Party was formally organised with Debs as 
its leader and Chicago as its headquarters. It represented "evolutionary" 
socialism, following the Social Democratic parties of England and the 
continent. The Chicago publisher, Charles E. Kerr, began the publica­
tion of The International Socialist Re-c;iew and other socialist literature. 
The new socialism was so inclusive that The International Socialist Re­
'View included contributions from Christian Socialists, from John R. 
Commons and Edward Carpenter, and from men who wished to return 
to a handicraft era. The work of Loeb and the pedagogy of Dewey were 
considered socialistic. · 

Veblen was given an excellent opportunity to make use of all these 
currents of thought. In :t898 it was arranged that in place of the distaste­
ful course on "American Agriculture" he would give one on "Economic 
Factors in Civilisation,'' concerned with economic history. The course 
had been in the catalogue from the first year of the university, when it 
was scheduled to be given by Caldwell. But Veblen in 1899 gave it for 
the first time. 



CHAPTER X 

I
N 1898 Veblen had completed the draft of a direct examination of 
modern capitalism, but he was not satisfied with it and laid it 
aside. From July 1898 to January 1900 he published in The 
Quarterly Journal of Economics a series of articles indirectly con­

cerned with the same subject, beginning with ''Why Is Economics Not 
an Evolutionary Science?" and ending with three articles on ''The Pre­
conceptions of Economic Science." The essays seemingly present a 
methodological discussion of the obsolete procedure of academic eco­
nomics, in contrast to the evolutionary method of modern science in 
physics, chemistry, botany, psychology, anthropology, and ethnology. 
Veblen discussed the development of economics in relation to other 
phases of culture and concluded that the antiquated character of eco­
nomics is due to its retention of discarded anthropological and psy· 
chological preconceptions. 

Man's view of life is a composite of two incompatible habits of thought. 
One is that of modern science, whose ultimate axiom is cumulative causa­
tion. It adheres rigorously to an impersonal causal sequence. This is the 
matter-of-fact, dynamic, Darwinian, genetic, evolutionary, materialistic 
point of view. The other way of thinking is the personal, animistic point 
of view which belongs to the pre-Darwinian stage of the natural sciences. 
Its ultimate axiom is an uncritical natural law which inscrutahly coerees 
the course of events, the efficient causes, to achieve the legitimate end, 
which is the ideal of conduct accepted by the dominant common sense. 
This preconception of natural law, or legitimate end, has taken various 
forms-the Creator, the unseen hand, overruling providence, a har­
mony of interests, propensity or tendency in events, natural rights, 
natural order, normal order, a meliorative trend in events, a teleological 
order, final causes, uniformities of nature. The imputation of final causes 
is met at every turn, in the marketplace as in the pulpit. It is the house­
wife's belief in lucky days or phases of the moon, the gambler's "hap­
hazard sense of fortuitous necessity." The guidance of the invisible hand 
operates "through a comprehensive scheme of contrivances established 
from the beginning." This is the view of classical economics. 

The procedure of classical economics is to give a conventional nomen­
clature to the industrial mechanism and its processes, and to work out its 
prospective values in accordance with a preconceived pecuniary normality. 

ISS 
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A "ceremonially consistent formula'' to cover the industrial field is thus 
manufactured. The "normal case" is used as a control and stabiliser of 
the economic situation, and features which do not lend themselves to 
interpretation in terms of the formula are eliminated as disturbing factors. 
Thus a preconceived normality, established by common sense, is seen as 
the real order, and to this the actual facts must adjust themselves in order 
to survive in the inquiry. Phenomena are stated in terms of what ''legit­
imately ought to be according to the God-given end of life rather than· 
in terms of unconstrued observation." The result is a system of logically 
consistent propositions as to the normal relation of things-"a system of 
economic taxonomy." It gives "a body of ma.Xims for the conduct of 
business and a polemical discussion of disputed points of policy." 

The historical school of economics is also essentially pre-Darwinian 
and pre-scientific. It has, when consistent, concerned itself with an enu­
meration of data and a narrative account of industrial development, thus 
apparently discarding the taxonomic ideal. But it has not rid itself of 
the preconception upon which that ideal is based, nor, when consistent, 
given any genetic, causal analysis of economic phenomena. Even the later 
and more mature formulations of classical economics are essentially pre­
scienti£c, in spite of their apparent denial of a preconceived harmony of 
interests, ~or there is still an insistence upon uniformities of nature, or 
"colourless normality." Such uniformity can be conceived only as the 
basis of a dominating principle, and in their case, as with their precursors, 
the con-trolling principle is the dominant common sense. What is con­
ceived to be normal is conceived to be right. This identification is the 
essence of Spencerian philosophy, and the classical economists "are prone 
to be Spencerians." 

"Conjectural history," which plays so large a part in the classical treat­
ment of economic institutions, is a result of this normalistic obsession. 
The whole narrative is a presentation "of what should have been the 
course of past development in order to lead up to that ideal economic 
situation," which satisfies the dominant preconception. The theorist is 
able "serenely to enjoin" himself from following out an elusive causal 
sequence by the sacrosanct terminology in which normality is conceived 
and developed. He can construct without misgivings his theories of such 
institutions as money or wages or land ownership without troubling him­
self with the living items concerned, except as a convenience for sub­
stantiating and validating the "normalised scheme of symptoms." The 
distressingly actual and persistent discrepancy between the legitimate and 
the observed course of things leads theorists to demand that there be no 
interference with the normal order. This "discrepancy between the ac­
tual, causally determined situation and the divinely intended consumma-
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tion is the metaphysical ground of all that inculcation of morality and 
• • . policy that makes up" so much of Adam Smith's work and that of 
"all reformers and moralists who proceed on the assumption of a provi­
dential order." A causal sequence is simply not recognised, for it is sub­
stantially inferior to the "normal" order: 

Psychologically this concept of normality is based on the hedonistic 
conception of human nature. The fundamental principle of hedonistic­
associational psychology, like that of utilitarian philosophy, is that unre­
strained human conduct makes for the general welfare. Man "is not the 
seat of a process of living, except in the sense that he is subject to a series 
of permutations enforced upon him by circumstances external and alien 
to him." He is passive, for if he lived his own human life he would in-,. 
terfere with the end demanded by normality. It is accepted that his 
prospective pleasures determine what his conduct must be, not that his 
aptitudes determine what is pleasurable to him. ·As a consequence his · 
reward measures the force he puts forth in production. His returns are 
the reward for his personal expenditure in the way of irksome labour or 
its equivalent, money expenditures. 

Market price and the course of investment measure productive force. 
"Hedonistic exchange value is the outcome of a valuation process en­
forced by the apprehended pleasure-giving ·capacities of the · items 
valued." Production means the production of wealth, in the sense of 
property rights, and what passes for a theory of production is really 
occupied with the phenomena of investment. To the consistent hedonist 
this is as it should be, for "the sole motive force concerned in the in­
dustrial process is the self-regarding motive of pecuniary gain." Since · 
"industrial activity is but an intermediate term between the expenditure 
or discomfort undergone and the pecuniary gain sought," it is of no con­
cern to the theorist. "Whether the end and outcome is an invidious gain 
for the individual (in contrast with or at the cost of his neighbours) or 
an enhancement of the facility of human life on the whole," is an 
irrelevant question. "In hedonistic theory the substantial end of economic 
life is individual gain," and the. utilitarian philosophy makes the sum of 
the gains of individuals the gain of society, so that an individual in serv­
ing his own interests in acquisition serve the interests of society to the ex­
tent that he is successful. 

Through a more rigorous adherence to the implications of hedonism 
later theorists take as their "point of departure the range of market 
values and the process of bargaining by which thes!! values are deter­
mined." The "average or "Consistent outcome of such a process of bar­
gaining constitutes normal value." 'A distinction between higher and 
lower pleasures is introduced by the more mature theorists, and this has 
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the effect of throwing emphasis "on the pecuniary circumstances on which 
depend the formation and maintenance of non<ompeting groups," which 
are of the nature of natural monopolies. It does not lead to emphasis 
on the actual living industrial circumstances of the community. In the 
struggle for wealth men endeavour to secure the material means for in· 
dividual gain "in order to the satisfaction of men's natural wants through 
their consumption." The hedonistic theory of production and distribution 
"is complete when the goods or the values have been traced to their dis· 
appearance in the hands of their ultimate owners." Thus the "entire 
range of phenomena comprised under the head of consumption," or the 
usefulness of wealth, need only be "incidentally considered." "The rc-

. flex effect of consumption upon production and distribution" is merely 
quantitative, pecuniary. . 

Methods of thinking, however, are ultimately the outcome of the 
discipline of life. A habit of action constitutes a· habit of thought. Funda· 
mentally preconceptions of stability are the outcome of a proces of habit­
uation to a predatory form of life. The dominant note in such a life is 
personal force or will power. The processes of inanimate nature are to be 
coerced, as are men and beasts. The scheme of life is one of personal ag­
gression and subservience, partly naive and partly conventionalised in a 
scheme of status. "The discrimination en joined by the canons of status 
proceeds on an invidious comparison of persons in respect of worth, value, 
and potency"; that is, value is putative and is assigned not "on the 
ground of visible efficiency" but merely "on the ground of a dogmatic 
allegation accepted on the strength of an uncontradicted categorical 
affirmation." Where "distinctions of status are based on a putative worth 
transmitted by descent from honourable antecedents," as in the inherit· 
ance of wealth and vested rights, "the sequence of transmission, to which 
appeal is taken as the arbiter of honour, is of a putative and animistic 
character rather than a visible mechanical continuity." A culture with an 
institutional framework of "invidious comparisons" implies or involves 
such an animistic scheme of knowledge. The more unquestionably the 
"canons of status and ceremonial honour" control the conduct of the 
community, the greater the facility with which the sequence of cause and 
effect "is forced to yield before the higher claims of a ·spiritual sequence 
or guidance in the course of events." 

Those consistently trained to this "unremitting discrimination of 
honour, worth, and personal force in their daily conduct ••• will not be 
satisfied with a less definitive ground" when it comes to co-ordinating 
facts merely "for the purposes of knowledge." If "personal force and 
invidious comparison" represent the highest criterion and ultimate resort 
of truth in conduct, then the sense of substantiality and truth in knowl-
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edge will be felt only when a "like definitive ground of animistic force 
and invidious comparison is reached." When this basis is found, the 
individual rests content with its authentic finality, just as he does in 
practical life. But "this absolutely right and good final term in conduct 
has the character of finality only when conduct is construed in a cere­
monial sense; that is to say, only when life is conceived as a scheme of 
conformity to a purpose outside and beyond the process of living." In 
religion this ceremonial finality is expressed in the concept of taboo. "The 
habit of appeal to ceremonial finality, formed in the school of status, 
goes with the individual in his quest ofknowledge," as a dependence 
upon a similar norm of "absolute truth-a similar seeking of a final 
term outside and beyond the range of knowledge." 

The characteristic sciences based on such absolutism are of the nature 
of alchemy, astrology, metaphysics, medieval theology. Facts are classi­
fied according to "a hierarchical gradation of worth or merit, having 
only a ceremonial relation to the observed phenomena/' Unlike the 
ancient "alchemic symbolism," modern chemistry is not interested in 
the "honorific bearing of reactions or molecular formulz. The modem 
chemist • • • knows nothing of the worth, elegan_ce, or cogency of the 
relations that may subsist between the particles of matter with which he 
busies himself, for any other than the genetic purpose." The influence 
of animism and invidious comparison was transmitted to economic sci­
ence, however, through the body of knowledge known as natural 
theology, natural rights, moral philosophy, and natural law. 

Although this "animistic formulation of knowledge" is pre-eminent 
in modern culture, its control has never been altogether undivided. The 
disciplinary effect of modern industry and of life in an industrial com­
munity is inimical to an animistic formulation. The prosy and exacting 
requirements of the modern mechanical processes induce a matter-of-fact 
or impersonal point of view. Failure to appreciate the impersonal sweep 
of these processes brings its penalties ever more surely and swiftly. Men 
must adapt themselves to their movements. They cannot tolerate per­
sonal passions and predilections, and they are no respecter of persons or 
will power. 

This materialistic principle is substantially the fundamental principle 
of modern science-conservation of energy. Thus the disciplinary effect 
of the natural sciences reinforces the effect of the industrial processes, of 
which it is an outcome. The impersonal point of view is indispensable to 
technological efficiency, and is a selectively necessary consequence of in­
dustrial life and the economic interest. Since the stage of culture de­
pends on mechanical efficiency, the greater the prevalence of this point of 
view the higher the culture. As a result of the selective adaptation of 
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thought to the exigencies of preceding cultural stages, the materialistic 
method should gain in scope and extent. "The reason for the growing 
penchant for the commonplace, for the explanation of things in causal 
terms, lies partly in the growing resort to mechanical processes and 
mechanical prime movers in industry, partly in the (consequent) con­
tinued decline of the aristocracy and priesthood." This attitude has had 
its greatest effect in banishing the animistic point of view from those 
branches of knowledge concerned particularly with engineering design 
and mechanical contrivance. It has had little effect, however, in disturb­
ing the old attitude in the political, social, and spiritual sciences, which 
deal with intangible realities not visible to the senses. 

British economic thinking admits the matter-of-fact point of view more 
than did the older physiocratic tradition, and this tendency is not unre­
lated to the fact that English culture, with its respect for impersonal 
law rather than for a superior absolute, has been less obviously predatory 
than the French. Also, British wars have been conducted abroad, so that 
the military class has been segregated, to a great extent, and its predatory 
ideals and prejudices have not been readily transmitted to civilians. But 
English culture, too, is by no means free of the animistic point of view. 
"On all but the higher industrial stages, the coercive discipline of indus­
trial life and the scheme of life that inculcates regard for the mechanical 
facts of industry, is greatly mitigated by the largely haphazard character 
of industry." Man continues to be the prime mover, as in handicraft days, 
and consequently the attention of men looking to the industrial process 
"comes to run on the personal element in industry." The social, civic, 
and religious interests of the community usually absorb the greater share 
of its attention, rather than industrial conduct. "Especially is this true so 
far as concerns those classes among whom we commonly look for a cul­
tivation of knowledge for knowledge's sake." 

Thus the substitution of investment in the place of industry as the 
central fact in economics, beginning approximately in the middle of the 
nineteenth century, "is due not to the acceptance of hedonism simply, but 
• • • to the con junction of hedonism with an economic situation of 
which the investment of capital and its management for gain was the 
most obvious feature." This situation was ''what has. since been called 
a capitalistic system." Hedonistic economics is "an interpretation of hu­
man nature in terms of the market-place." It did not view the course of 
events as merely a sequence of unconstrued facts given by the industrial 
situation, but converted these facts into a pecuniary sequence, in which 
man's part was to respond swiftly and unquestioningly to the pecuniary 
situation, and to "adapt his vendible effects to the shifting demand as to 
realise something in the outcome." A man's gains in this traffic were 
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not held to be losses to those with whom he dealt. They paid only what 
the items were worth to them, and consequently the pecuniary gain was 
a net gain to the community. "Those far-reaching organisations of in­
vested wealth which have latterly come to prevail and to coerce the mar-
ket were not then in the foreground." · · 

The failure of classical economics to distinguish between capital as in­
vestment and as industrial appliances is one of the striking "remoter 
effects of the hedonistic preconception and its working out in terms of 
pecuniary gain." Invested wealth, as capital, is considered productive. 
Its increase is the most important factor in the promotion of well-being,, 
and its return measures the degree of serviceability. In discussing.indus­
trial improve·ment it is usually assumed that the state of the arts remains 
unchanged, but this is to ignore the most important fact in the situation. 
Since capital funds are mobile, it is presumed that large-scale mechanical 
processes are easily shifted about. Success in the strategic shifting of 
security holdings is considered a measure of success in shifting, for in­
dustrial efficiency, the industrial appliances controlled by the securities. 
"By virtue of their hedonistic preconceptions, their habituation to the 
ways of a pecuniary culture, and their unavowed animistic faith that na­
ture is in the right, the classical economists knew that the consummation 
to which, in the nature of things, all things tend, is the frictionless and 
beneficent competitive system." In this perfect money economy "the pe­
cuniary motive • • • guides all the acts of economic man in a guileless 
• . . unswerving quest of the greatest gain at the least sacrifice." All 
factors of living are reduced to vendible items, to subservience to the 
competitive ideal of invested wealth. 

Economic laws therefore become expressions of the quantitative­
pecuniary-relations existing between the elements of wealth and invest­
ment. Such items as credit and population, for example, are treated "as 
elemental factors acting and reacting" through a variation of values 
"over the heads of the good people whose welfare they are working 
out." Classical economics gives a theory of value in which the valuer con­
cerned in the matter, the living community, is eliminated. It is a "theory 
of life stated in terms of the normal paraphernalia of life," in terms of 
pecuniary symbols as ultimate realities, not in terms of selectively neces­
sary industrial conduct. 

Thus the animistic preconception has controlled speculative thinkers 
from the time of the scholastic writers, who discussed usury "from the 
point of view of its relation to the divine suzerainty," down to the classi­
cal writers, exemplified by Cairnes and John Stuart Mill, with their laws 
of natural wages and normal value. The difference is not in kind but 
in degree. But the fundamental axiom of econo~ic science is, like any 



162 THORSTEIN VEBLEN 

other convention, subject to "natural selection and selective adaptation"; 
when its truth is questioned, its use as a fundamental axiom is over. The 
process of natural selection, however, has not entirely changed the 
underlying metaphysics of economics, any more than it has changed the 
"metaphysics underlying the common law and the schedule of civil 
rights." Just as in law "the now avowedly useless and meaningless pre­
conceptions of status and caste and precedent are even yet at the most 
metamorphosed and obsolescent rather than overpassed," so in eco­
nomics the present generation still clings to the "metaphysics that fixed 
the point of view of the early classical political economy." This is true 
even of "those groups of economists who have most incontinently pro­
tested against the absurdity of the classical doctrines and methods." Con­
sequently their exposition is "unwieldy, and inconsequent." Economic 
laws are held to be laws of conservation and ~election, enforced by the 
pecuniary interest, rather than laws of "genesis and proliferation" 
wrought by economic interest. The pecuniary interest is assumed to be 
the economic interest, just as the production of property rights is un­
criticaily assumed to be the production of serviceable goods. Thus Alfred 
Marshall, with his concept of "quasi-rents," resorts to "so essentially 
taxonomic a category as the received concept of rent" in discussing "such 
vitaily dynamic features of the economic process as the differential 
effectiveness of different labourers or of different industrial plants, as 
well as the differential advantages of consumers." "Rent is a pecuniary 
category, a category of income, which is essentially a final term, not a 
category of the motor term, work or interest. It is not a ••• feature 
• • • of the process of industrial life, but a phenomenon of the pe­
cuniary situation which emerges from this process under given conven­
tional circumstances." 

Hume, who was not primarily an economist, is the ideal exponent of 
the impersonal method. His point of view is in sharp contrast with "the 
Physiocratic discipline," which has been elaborated by the received eco­
nomics. Hume, that "placid unbeliever," was not "gifted with a facile 
acceptance of the group inheritance that made the habit of mind of his 
generation. • • • He was gifted with an alert • • • scepticism touching 
everything that was well received. It is his office t6 prove all things, 
though not necessarily to hold fast that which is good •••• There is in 
Hume ••• an insistence on the ••• seamy side of human affairs. He 
is not content with formulating his knowledge of things in terms of what 
ought to be or in terms of the objective point in the course of things. He 
is not even content with adding to the teleological account of the phe­
nomena a chain of empirical, narrative generalisations as to the usual 
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course of things. He insists, in season and out of season, on an exhibition 
of the efficient causes engaged in any sequence of phenomena; and he is 
• • • irreverently sceptical • • • as to the need • • • of any formulation 
of knowledge that outruns the reach of his own matter-of-fact, step-by­
step argument from cause to effect. In short, he is too modem to be 
wholly intelligible to those of his contemporaries who are most neatly 
abreast of their time. He out-Britishes the British, and in his footsore 
quest for a perfectly tame explanation of things, he finds little comfort, 
and indeed scant courtesy, at the hands of his own generation. He is not 
in sufficiently naive accord with the range of preconceptions then in 
vogue." 

Veblen did not avowedly discuss the Marxist school in his articles. Its 
postulates were so divergent from those of "the modernised classical 
views" as to bar their consideration under the same head. Veblen asked, 
apparently in parody of the wage-fund doctrine and the accepted variants 
of interest theory presented by Bohm-Bawerk: "If we are getting restless 
under the taxonomy of a monocotyledonous wage doctrine and a crypto­
gamic theory of interest, with involute, loculicidal, tomentous, and 
moniliform variants, what is the cytoplasm, centrosome, or karyokinetic 
process to which we may turn, and in which we may find surcease from · 
the metaphysics of normality and controlling principles?" 

To Veblen the fundamental fault of economists was their refusal to 
realise that the subject matter of their science is economic action, not "a 
quiescent normal situation," that economics must be studied from the 
standpoint of the economic interest, not the pecuniary interest, that the 
economic processes, not their pecuniary corollaries in human action, are 
the important consideration for the community. "The categories em­
ployed for the purpose of knowing this economic conduct with which 
the scientists occupy themselves are not the categories under which the 
men at whose hands the action takes place themselves apprehend their 
own action at the instant of acting." Men thoroughly imbued with the 
matter-of-fact habit of mind which is demanded by modem mechanical 
industry have no serious interest in the discussion of the laws and theo­
rems of economics treating of the normal course of things. Such discus­
sions appear unreal and futile, for "they are not to be apprehended in 
the terms which these men make use of in handling the facts with which 
they are perforce habitually occupied." 

The "discipline of stability," however, is certain to become increas­
ingly inconvenient for the scientist. "With the growth of industrial or­
ganisation and efficiency there must by selection and by adaptation super­
vene a greater resort to the mechanical or dispassionate method," and 
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the doctrines of the myth-m~er \7ill c~ eli~i::::~:d. It is c~ly a qu:~tic:-t 
of time until the animistic method will c~ repL:.:::d cy t!:~ matter-of­
fact, impersonal method of knowled.;e, ar.d "th:! soci::l :.::d political 
sciences must follow the drift, for they are alrc:.dy cat!~ht i:t it." 



CHAPTER XI 

BLEN delivered before the Graduate Club of the univer­
ty a series of papers-"The Instinct of Workmanship and 

the Irksomeness of Labour r "The Beginnings of Owner­
ship," and "The Barbarian Status of W omen"-in which he 

developed his ideas on the nature of the animistic and hedonistic pre­
conceptions of modern business enterprise in terms of primitive culture. 
They were published in The American Journal of Sociology, beginning in 
September 1898 and ending in January 1899. 

In the first paper Veblen declared that, if economics is to be an evolu­
tionary science, it must take the instinct of workmanship as its guiding 
principle. He began with the hedonistic assumption of classical economics. 
and dominant common sense, that man's ideal is "an unrestrained con­
sumption of goods, without work." Useful effort is considered irksome,· 
and man instinctively revolts against working to supply the means of 
life. Less distaste is felt for effort which brings gain without giving a 
product for human use, such as the effort involved in war, politics, or 
similar employments. Usually there is no avowed aversion to ·sports or 
those activities yielding "neither a pecuniary gain nor a useful product." 
But the repugnance felt for menial service is evidence that the mere use-
lessness of effort is not sufficient to save it from displeasure. . 

"The economic man" of the classical economists is an anomaly in the 
animal world, for no species which has a "consistent aversion to whatever 
activity maintains" it can survive in the struggle with other species. But 
the economic man's freedom from the law of natural selection is only 
apparent, not real. Man's adjustment to the purposes of his species has 
been fuller than that of his erstwhile competitors, and since he has so far 
outdistanced them he can now, "without jeopardy to the life of the species, · 
play fast and loose with the spiritual basis of its survival." 

Man by selective necessity has, however, an impulse or instinct of 
workmanship, and this "sense of merit and demerit with respect to the 
material furtherance or hindrance of life approves the economically effec­
tive act and deprecates economic futility." This norm of economic merit 
is closely related to the ethical norm of conduct and the aesthetic norm of 
taste. It is not a disposition towards effort, but a wish for achievement. A 
mature man likes to think he is of some use and he likes to see others 
engaged in some useful purpose. 

165 
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The instinct of workmanship and its antithcsis-"the conventional an­
tipathy to useful efiort"-are found together in "full discord in the com­
mon run of men," but, when "a deliberate judgment is p:tsscd on con­
duct or on events," the instinct of \Vorkmanship asserts its primacy J.S the 
abiding generic trait. "\Vhat meets unreserved approval is such conduct 
as furthers human life on the \vhole, rather than such as furthers the in­
vidious or predatory interest of one as against another." The convcntion:tl 
aversion to labor, which is the expression of the instinct of sportsm:tnship, 
is a habit of thought possible only to a species which has outdist:tnccd all 
competitors, and it "prevails only by sufferance and within limits'' set by 
the primordial instinct of workmanship. True, the history of m:111kind as 
conventionally written is a "narrative of predato·ry exploits," and a 
"sportsmanlike inclination to warfare" is found in nearly all modern 
communities. The prevalent sense of honour, individual or national, is 
also an expression of the sense of sportsmanship. But throughout human 
culture the masses have in their everyday life been occupied in turning 
things to human use. "The proximate aim of all industrial improvement 
has been the better performance of some workmanlike task." This ideal 
proceeds from an appreciative interest in the work. \Vithout that there 
would be only the aimless performance of duties. 1\laterial achievement 
has not been due to compulsion under a predatory regime, for the most 
striking advances have been accomplished where "the coercive force of 
a sportsmanlike exploitation has been least." 

The selective process through which man has risen to leadership has 
made him a social, peaceful animal. He is not to be classed with those 
animals "which survive through overcoming and eating their rivals." 
Early man was a member of a group which depended for survival on its 
industrial efficiency and its "singleness of purpose in making use of the 
material means of life." Self-interest was necessarily thrown into the 
background. As an "accepted guide of action" it "is possible only as the 
concomitant of a predatory life." Early man thus had enforced upon 

·him a canon of thought and taste which is "the instinct of workmanship." 
Even though the tendency towards emulation may have existed, the se­
lective process eliminated "lines of descent unduly gifted with a self­
regarding bias," and emulation could not result in "an individual ac­
quisition or accumulation of goods" or a life consistently given to raids 
and disturbances. 

But the instinct of workmanship and the circumstances of social life 
create a canon of conduct under which men who do not come up to the 
conventional standard of efficiency suffer a lack of esteem in their own 
eyes and in those of the community. Under the guidance of the taste for 
good work men are graded in respect of efficiency "according to a con-
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ventional scheme of merit and demerit." There results, instead of a valu- . 
ing of serviceability, a measuring of capability "on the ground of visible 
success." "The award of esteem comes habitually to rest on an invidious 
comparison '?f persons instead of on the immediate bearing of the given 
line of conduct upon the approved end of action." The proximate end of 
effort becomes the putting forth .of evidence of power rather than to 
achieve an impersonal end for its own sake, "simply as an item of human· 
use." Thus under certain circumstances the instinct of workmanship takes 
the form of "an emulative demonstration of force." 

In the early primitive culture of small peaceable groups the appear­
ance of industrial incapacity is to be avoided and thus there is emulation m 
industrial efficiency. The primitive group is not fertile ground, however, 
for a "vigorous emulative spirit." Two conditions which are necessary 
for its growth are not effectively met in such communities-th~ ''frequent 
recurrence of conjunctures," calling for a great and sudden strain, and 
the "exposure of the individual to a large, and especially to a shifting, 
human environment whose approval is sought." Thus relatively little of 
the emulative spirit is found in communities that have retained "the 
archaic; peaceable constitution, or that have reverted to it from a higher 
culture." In these communities "notions of economic rank and discrimina­
tion between persons, whether in point of possessions or in point of com­
fort," are practically in abeyance. There is only the slightest beginning 
of a system of status with .its invidious distinctions between classes and 
employments. 

But with the advance of tools, including weapons, there arises a dis­
tinction between "honorific employments" involving exploit, and "hu­
miliating employments" involving the peaceful industrial aptitudes. With 
the development of weapons men can devote themselves "exclusively to 
the hunting of large game," and so develop this occupation into "a con­
ventional mode of life reserved for a distinct class." With the develop­
ment of industrial instruments a dense population can be supported, and 
the constituted authorities can effectively control this population. Thus 
develops that habitual hostile contact between groups which results in 
warlike raids. The industrial advance allows the exemption of a portion 
of the community from vulgar labour, and supplies the incentive for 
prowess in arms. The most serious employment and that in which a spec­
tacular effect may be achieved is conflict with men and be:asts. "What is 
recognised, without reflection or without misgiving, as serviceable and 
effective ••• is fighting capacity. Exploit becomes the conventional 
ground of invidious comparison between individuals." The population 
beconi.es habituated to the sight and infliction of suffering and to the 
emotions that go with fights and brawls. A man who is careful of his 
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good name "severely leaves all uneventful drudgery to the women and 
minors. • • • He puts in his time in the manly arts of war and devotes 
his talents to devising ways and means of disturbing the peace. That way 
lies honour." Those employments devoted to "tamely shaping inert ma­
terial for human use" are debasing and ignoble, and they fall to those de­
fective in predatory capacity, for they. involve "no obvious destruction of 
life and no spectacular coercion of refractory antagonists." In fact, the 
barbarian, animistic belief in sympathetic magic leads men to avoid, on 
pain of infection, those occupations having to do with the everyday work 
of the group. The taboo "against womanly employments and foods and 
against intercourse with women applies with especial rigour during the 
season of preparation for any work of manly exploit, such as a great hunt 
or a warlike raid, or induction into some manly dignity, or society or 
mystery.". . 

In short, womanly work and living are "ceremonially unclean." It is 
felt even today that women have no place in occupations such as priestly, 
diplomatic, or representative civil offices, or in such offices of domestic 
and body servants as are of a seriously ceremonial character-footmen, 
butlers, etc. Useful labour is wrong in the apprehension of men "notal­
ready benea~h reproach," and well-known features of caste and taboo de­
velop from this valuation. With the accumulation of wealth the members 
of the group divide into a servile class and a leisure class. Labour, as the 
privilege of the poor, becomes "shameful by force of its evil association 
with poverty." Physical irksomeness is not itself distasteful if the spirit­
ual incentive be present. The usual recital of a campaigner's experience 
"carries a sweeping suggestion of privation • • • and loathsome death; 
the incidents and accessories of war are said to be . • • unwholesome, 
beyond the power of words." Nevertheless, "warfare is an attractive em­
ployment" to those gifted with a suitable habit of mind. "Most sports 
and many other polite employments that are distressing but creditable 
are evidence to the same effect." But activity serving the material pur­
pose of the community is spiritually irksome, and is condemned by "po­
lite usage," which is determined by the predatory traditions of the leisure 
class. For this irksomeness, which is no less real because it is not physical, 
there "is no remedy • • • short of a subversion of that 'cultural structure 
upon which our canons of decency rest." Appeals to taste and conscience 
have been inegective. Man is bound by the traditions of decorum, which 
by prescription and example declare that work is incompatible with the 
higher warlike activity. 

These canons which demand a withdrawal from useful activity rest on 
the institution of ownership. In the received economic theory it is accepted 
without question or reflection that "the ground of ownership is • • • the 
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productive labour of the owner." Socialists have used this axiomatic 
premise to demand that "the labourer should receive the full product of · 
his labour," and classical economists have found it difficult to explain 
"how 'the capitalist' is the 'producer' of the goods that pass into his pos­
session, and how it is that the labourer gets what he produces." Guided 
by the preconceptions of a coercive natural order and natural rights, "the 
classical, pre-evolutionary economists" approach the question of owner­
ship with only an incidental interest in its solution. It seems obvious to 
them that "the creative effort of an isolated, self-sufficing individual [is] 
the basis of the ownership vested in him." 

But there is no self-sufficing individual, Veblen contended. All produc­
tion takes place in an industrial community and by its help, for there is 
no technical knowledge apart from such a community and without tech­
nical knowledge production and the possibilities of ownership cannot 
exist. Since individual productivity and production do not exist, "the 
natural-rights preconception that ownership rests on the individually 
productive labour of the owner reduces itself to absurdity, even under 
the logic of its own assumptions." The natural-rights preconception 
supported the view that the consumption of such things as weapons 
and ornaments gives rise to ownership, and "in the eyes of the modetn 
economists," too, such "unrestrained right of use and abuse" over such 
articles counts as ownership. But in barbarian culture, which colours the 
later phases of development, especially the "modern civilised communi­
ties • • • where the pecuniary point of view prevails," the relation be­
tween man and these so-called personal articles is something more vital 
than formal legal ownership. 

The barbarian's animistic preconception covers everything, and he 
views such things as his name, peculiar tattoo marks, breath-especially 
when visible-hand- and footprints, favourite weapons, ornaments, and 
daily clothing as being organically related to him, in the nature of a 
"quasi-personal fringe." This pervasive personality is implied in sorcery, 
sacraments, and devout observances, in the adoration of images _and sym­
bols, in the almost universal veneration of consecrated places and struc­
tures, in astrology, and in divination by means of hair-cuttings and nail­
parings. It is best evidenced by sympathetic magic. "If the sorcerer or 
anyone who works a charm can • • • get at the 'penumbra' of a person's 
individuality, as embodied in his fringe of quasi-personal facts, he will 
be able to work good or ill to the person • • ~ and the magic rites per­
formed to this end will work their effect with greater force and precision . 
in proportion as the object which affords the point of attack is more 
intimately related to the person upon whom the effect is to be wrought." 
An article on the margin of the fringe may be eliminated or alienated 



170 THORSTEIN VEBLEN 

· "either by default through lapse of time or by voluntary severance of 
the relation." It 'may pass from one person's sphere into that of an­
other; or, if it is an item lending itself to common use, it may pass into 
the common stock. "As regards this common stock, no concept of owner­
ship either communal or individual applies in the primitive community." 
Communal ownership must, by psychological necessity, come after indi­
vidual ownership, for ownership implies an individual owner, a per­
sonal agent, and only by a later refinement in the nature of a legal fiction 
"is any group of men conceived to exercise a corporate discretion over 
objects." Corporate ownership is only quasi-ownership, a counterfeit and 
derivation of individual ownership. . 

When the idea of ownership gains consistency, the notion may develop 
that the articles a man owns are pervaded by his personality, but this 
idea and that of an organic relationship between article and owner do not 
necessarily coincide. An article of daily use may be in the quasi-personal 
fringe of a slave or an inferior member of the patriarchal household, but 
it is owned by the patriarch. The same person may stand in both rela­
tions, but the distinction remains. An article may change ownership with­
out passing out of the quasi-personal fringe of the person to whom it be­
longed, as exemplified in "the mundane ownership of any consecrated 
place or structure which in the personal sense belongs to the ••. deity 
to whom it is sacred." So disparate are the two concepts that such items as 
a person's name, likeness, and footprints are only tardily inch~ded under 
his items of wealth. It is a fortuitous circumstance if they are owned by 
him, but they hold their place in his quasi-personal fringe. Even in mod­
ern civilised communities a vulgar belief includes the footprints and 
stalls of the domestic animals as a property of the animals, although the 
latter can scarcely be said to own them. 

Thus "ownership is not a simple and instinctive notion • • • included 
under the notion of productive effort, nor under that of habitual use." 
Under the servile, feudalistic regime, only the head of the patriarchal 
household ·could own property, and the scope of his ownership was 
greatly limited if he had a feudal superior. "The tenure of property is a 
tenure by prowess ••• and a tenure by sufferance at the hands of a 
superior." The chief basis for legitimate ownership is· always "the fact 
of habitual acceptance." The vested interests or prevailing dominating 
property rights upheld by immemorial usage are "inviolable except in the 
face of forcible dispossession." Even tenure acquired by seizure quickly 
becomes sacred through habituation. 

In this "barbarian" culture of tenure on the basis of prowess the popu­
lation is divided into two economic classes: those in the industrial em­
ployments, who normally can own nothing; and those in the non-industrial 
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pursuits, such as war, government, sports, and devout observances, "who . 
own such property as they have seized" or as has come to them through 
usage from forbears who seized and held it. But in the earlier "savage" 
culture with no such economic distinction "there is no leisure class resting 
its prerogative on coercion, prowess, and immemorial status; and there 
is also no ownership." No right of property prevails in communities 
"where there is no invidious distinction between employments, as ex­
ploit •.• and drudgery." Ownership is the differentiating characteris­
tic between the savage and barbarian cultures. It is "the habit of coercion 
and seizure reduced to system and consistency under the surveillance of 
usage." 

In the "peaceable communistic regime" of savagery ownership could 
not be tolerated, since "the dissensions arising from any such resort to 
mutual force and fraud among its members would have been fatal to 
the group." The group must consume its scanty means of subsistence in 
common; otherwise it would be defeated by a group which had not given 
up communal consumption. But although "the idea of individual appro­
priation of a store of goods is alien to the archaic man's general habits 
of thought," it arises easily in the warlike barbarian culture with its 
seizure of captives. The appropriation and accumulation of consumable 
goods could not have arisen as a direct outgrowth of the primitive horde­
communism but it comes in easily and inconspicuously "as a consequence 
of the ownership of persons." 

Captives are usually non-combatant women, whose labour is worth more 
than their maintenance. Captive women, moreover, are of great utility 
as trophies of the raid, the woman's character as a trophy is marked by 
her captor's peculiarly obvious coercive relation to her. He resents any 
attempt by others to exercise a similar coercive relation towards her and 
so usurp the laurels of his exploit, ''very much as a warrior would under 
like circumstances resent a usurpation or an abuse of the scalps or skulls 
which he had taken from the enemy." This customary right of exclusive 
"use and abuse over an object" not obviously an organic part of his per­
son "constitutes the relation of ownership, as naively apprehended." It 
gives rise to "a conventionally recognised marriage relation" and this 
ownership-marriage is the original of private property and the patriarchal 
family. Both these institutions are thus founded on the spirit of emula­
tion. The captive women render personal service to their masters and are 
employed in the production of goods for them, as are all the peaceful, 
ignoble members of the group. "When the habit of looking upon and 
claiming the person identified with my invidious interest, or subservient 
to me, as 'mine,' has become an accepted and integral part of men's 
habits of thought," the concept of ownership, with the emulative spirit 
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it embodies, is easily extended to the products of persons owned. The 
products of the women's labour are seized and valued because they con­
tribute to the comfort and fullness of the master and indicate his superior 
force by their "conspicuous evidence" that he possesses many and efficient 
servants. Through the "prescriptive legitimacy" of predatory canons, with 
selective repression and elimination of those who will not conform, this 
ownership relation is accepted as the one right and beautiful economic 
relation between the two classes. 

This coercive ownership relation also comes to he considered "the good 
and beautiful attitude" of men towards women. In order to have "decent 
standing" a man must attach some woman and thereby enter a "pub­
licly acknowledged marriage relation" sanctioned by capture. But, as the 
group increases in size, it becomes difficult to obtain wives through cap­
ture, and a remedy is sought by a ceremonial capture within the group, 
which gives "ceremonial legitimacy and decency" to the marriage rela­
tion. To the "barbarian," with his animistic preconceptions, this practice 
of mock seizure is not "fatuous make-believe." He thinks that, if his 
predatory end is accomplished in the "accredited form and sequence," the 
same substantial result will be attained as that produced by the process 
imitated. Thus the male household, as the outgrowth of emulation he­
tween members of a group, is a predatory institution, and marriage is 
essentially "a ritual of • • • servitude," with the same consequences as 
if it were a real capture. Even after the formula has been softened, it is 
still the "woman's place to love, honour, and obey." Since the prestige of 
the patriarch is enhanced as the number of his women increases, polygamy 
arises. This ideal development is met in the harems of powerful patri­
archal despots and chieftains. The patriarchal household, however, has 
been considerably weakened in western culture. The disintegration of 
the system of status is most obvious in communities "which have gone 
furthest in reorganising their economic life on the lines of industrial free­
dom." The respect for the institution of ownership-marriage has suffered 
its greatest decline among the industrial classes. Habits of thought de­
veloped by modem industrial life are apparently not favourable to it, 
and "the discipline of modern life-if not supplemented by a prudent 
inculcation of conservative ideals" -does not make for its rehabilitation. 

In the development of culture the predatory male household was prob­
ably preceded by the maternal-the household of "the unattached 
women"-in which the man was disregarded. Where a mixture of the 
two forms is found, the lower class has the maternal household and the 
upper the paternal. Such mixtures seem to have been due in good part 
to the mingling of two distinct stocks, a peaceable and a predatory. The 
peaceable culture, characterised by common property and the maternal 
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household, is subjected by the more warlike stock with the patriarchal 
household. But the patriarchal relation does not conform with the most · 
ancient habits of the race. It develops in a system of status, and does not 
lit any other system. It cannot adapt itself to modem industrial. condi­
tions and is visibly breaking down at present. There may be some ground 
for holding that a reassertion of the generic habits of the race may dis­
integrate also the correlative institution of private property, "but that 
is perhaps a question of speculative curiosity rather than of urgent theo­
retical interest., 



CHAPTER XII 

V
EBLEN was now forty-two years old, and Laughlin was still 
having difficulties in getting his appointment renewed. He had 
already served three years as an instructor and now asked for 
the customary raise of a few hundred dollars in salary. Harper 

told Veblen that he appreciated his services but would have no objection 
if he went elsewhere. He did not advertise the university. Veblen replied 
that he did not intend to do so and wrote out a letter of resignation. He 
did not really want to leave, however, and Laughlin went to Harper and 
secured the raise. · 

In 1899, a month after the appearance of "The Barbarian Status of 
Women," the last of his three Journal articles, Veblen published his first 
book, The Theory of the Leisure Class: an Economic Study in the Evo­
lution of Institutions. He told Stuart that the general ideas of the book 
had been formed in his boyhood, in large part by his father's remarks, 
and "Some Neglected Points in the Theory of Socialism" bears testi­
mony that the book had been brewing in his mind before he came to 
Chicago. · 

He apparently wrote the last draft while he was living in rooms 
rented from Starr. "Veblen used to bring it into my room," said Starr, 
"and read it aloud chapter by chapter." Veblen also read the manuscript 
aloud to former students and remarked that they would find it polysyl­
labic. He had to rewrite it completely a number of times before its literary 
style was acceptable to his publishers. They thought so little of its com­
mercial possibilities that it was necessary, according to Ira Howerth, a 
colleague, for Veblen to put up a guarantee. From a literary standpoint 
the book is doubtless worthy of Ph.D. dissertations in English literature. 
Its extensive use of literary devices, including etymological precision, 
foggy language, and sharp comparisons and contrasts ever changing in 
form, has seldom been equalled in a study of an economic and social 
order. Phenomena which generally appear trivial to the ordinary in­
telligence are exaggerated to bring out the meaning or consequences of 
the dominant forces constituting the existing system. Even academic eco­
nomics becomes a part of Veblen's arsenal. 

The book reads as if it were a saga, as if, in accordance with saga 
traditions, the underlying motif constantly before the listener were the 
inevitable doom of the industrially advanced, democratic community, 
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through the functioning of the heroic characters who are thrown up as 
an effective leisure class by conditions supposed to make for peace, and 
who go also to their destruction. 

In the preface Veblen said that "the purpose of this inquiry [is] to dis­
cuss the place and value of the leisure class as an economic factor in mod­
ern life." ~lore specifically it is concerned with those activities or em­
ployments having to do with "ownership-the immediate function of the 
leisure class proper," that is, the non-industrial propertied class-and with 
"the subsidiary functions concerned with· acquisition and accumulation," 
or, in terms of three of his chapter headings, "Pecuniary Emulation," 
"Conspicuous Leisure," and "Conspicuous Consumption." In this or­
ganisation of his material Veblen remained true to the letter if not the 
spirit of the fundamental premises of classical economics, as laid down 
by John Stuart Mill. 

The book falls into two parts of seven chapters each. The first part, 
an elaboration of the first part of "Some Neglected Points in the Theory 
of Socialism," is a discussion of the nature of the motive of emulation in 
pecuniary culture. It closes with "Dress as an Expression of the 
Pecuniary Culture," which is substantially "The Economic Theory of 
\Vomen's Dress." The second part of the book is primarily occupied with 
clarifying the argument of the first. It considers the effect of the survival 
of the leisure class, or pecuniary culture, under modem industrial condi­
tions. In place of the "composite point of view'' of the Quarterly essays, 
the centre of discussion is the economic structure, made up of incompatible 
pecuniary and industrial institutions. Veblen's spokesman in The Theory 
of the Leisure Class is not the "socialist propagandist" of "Some Neg­
lected Points in the Theory of Socialism" or the "modem scientist" of 
the Quarterly articles, but the "dispassionate common man." 

The data, Veblen declared in the preface, "have by preference been 
drawn from everyday life, by direct observation or through common 
notoriety, rather than from more recondite sources at a farther remove." 
The introductory chapter presents the "theoretical premises'' of the 
book. A more explicit statement of its theoretical position is made in the 
series of papers published in The American Journal of Socwlo gy, "but the 
argument does not rest on these-in part novel-generalisations in such 
a way that it would altogether lose its possible value as a detail of eco­
nomic theory in case these novel generalisations should, in the reader's 
apprehension, fall away through being insufficiently backed by au­
thority or data." 

In a modem industrial community the invidious distinction between 
the leisure class employments of exploit and the unworthy employments 
has so little obvious significance that it receives slight attention from 
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writers on economics. ''\Vhen viewed in the light of that modern com· 
mon sense which has guided economic discussion," the distinction "seems 
formal and insubstantial." But it persists tenaciously as a commonplace 
preconception. The prevailing distinction between industrial and non· 
industrial employments "is a transmuted form of the barbarian dis. 
tinction between exploit and drudgery." 

In the predatory social economy the function of the able-bodied 
man is to kill and destroy all competitors, to reduce to subservience all 
alien forces in the environment that assert themselves refractorily against 
his self-seeking interests. Slaughter and the instruments of slaughter, 
being honorific, are of high worth and value. An honorific act is a recog· 
nised, successful act of aggression. Conversely, industry and industrial 
employments are dishonourable; therefore productive labour is irksome. 
The conventional leisure class and the institution of ownership as a con­
ventional equitable claim to extraneous things are results of the same 
economic forces. In their origin in a predatory culture they are differ­
ent aspects of the same general facts of prowess. The motive for those 

· chiefly concerned with the accumulation of wealth is pecuniary emulation, 
never, to any significant degree, the means of subsistence. "The dom· 
inant incentive" to ownership "was from the outset the invidious dis. 
tinction attaching to wealth, and save temporarily and by exception no 
other motive has usurped the primacy." Selective admission to the 
leisure class has been proceeding "ever since the fashion of pecuniary 
emulation set in-which is much the same as saying, ever since the in­
stitution of a leisure class was first installed." 

Man's .sense of purpose and distaste for all futility goes with him 
"when he emerges from the naive communal culture where the dominant 
note of life is the unanalysed and undifferentiated solidarity of the in­
dividual and the group with which his life is bound up." Under the 
regime of individual ownership, "where the self-regarding antithesis 
between man and man reaches fuller consciousness," the desire for 
achievement-which is the economic motive underlying the instinct of 
workmanship-tends to shape itself into a straining to excel others in 
pecuniary achievement. Distaste for futility reinforces the emulative in­
centive and makes the struggle for pecuniary reputability more intense 
"by visiting with a sharper disapproval • • • all evidence of shortcoming 
in point of pecuniary success." Thus the leisure class culture is an emu­
lative, pecuniary variant of the instinct of workmanship. With this su­
perior leisure class, emulation demands adherence to the ancient pre­
scriptive requirement of conspicuous abstention from productive labour, 
a canon from which conspicuous consumption of life and goods derives. 
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Emulation is the most powerful economic motive, with the exception 
of the instinct of self-preservation, and in the modern industrial com­
munity it expresses itself in pecuniary emulation. So far as regards modern 
society this "is equivalent to saying that it expresses itself in some form of 
conspicuous waste." Conspicuous waste includes all expenditure incurred 
on the ground of invidious pecuniary comparison. The word "waste" is 
not to be taken "in an odious sense, as implying an illegitimate expenditure 
of human product or of human life. In the view of economic theory the 
expenditure is no more and no less legitimate than any other expenditure." 
This expenditure "is here called waste because it does not serve human 
life or human well-being on the whole, not because it is waste or mis-· 
direction of effort or expenditure as viewed from the standpoint of the 
individual consumer." The latter indulges in it under the guidance of 
the canon of conspicuous consumption. "To meet with unqualified ap­
proval, any economic fact must approve itself under the test of imper­
sonal usefulness," that is, usefulness according to the "generically human" 
instinct of workmanship. This instinct, rooted in dispassionate common 
sense, is the final court of appeal. "Relative or competitive advantage of 
one individual in comparison with another do<7 not satisfy the ecoJ].omic 
conscience, and therefore competitive expenditure has not the approval of 
this conscience." The law of conspicuous waste, however, controls the 
prevailing pecuniary scheme of life. It does not encourage innovation, but 
is merely regulative. It abjures the methods of life and kinds of goods 
which are most efficient industrially, because they do not contain the 
necessary element of superfluous cost on which to rest a complacent 
invidious comparison. The value of the " 'better' grades" of items is due 
to this "indirect utility." As a result of this fundamental principle· of 
waste "pecuniary beauty" is confounded with ::esthetic beauty, and 
pecuniary serviceability with brute economic serviceability or the human 
ends of the community. 

The veneration for "the pecuniary or the leisure-class culture" is 
comparable to the veneration for classicism-a respect for that which 
is obsolete from the standpoint of modem requirements of compatibility 
with "the effective evolutionary process." "Conspicuous waste and con­
spicuous leisure are reputable because they are evidence of pecuniary 
strength; pecuniary strength is reputable or honorific because, in the 
last analysis, it argues success and superior force." Thus the conventional 
scheme of decent living calls for considerable exercise of the earlier 
barbarian traits. In this scheme conspicuous leisure is of equal importance 
with conspicuous consumption, both of them based on waste as the means 
of achieving a good pecuniary name. The choice between them is only a 
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matter of advertising expediency. But conspicuous leisure from useful 
activities is the older and more comprehensive principle of the leisure­
class scheme. 

The mature phase in the life history of the leisure class is the "quasi­
peaceable, stage, which succeeds the predatory stage. In this phase of 
the pecuniary culture the constituted authorities and the customs of 
ownership are more stable. There is a formal observance of peace and 
order, but life still has too much of coercion and class antagonism to be 
called peaceable in the full sense of the word. This is the system of status, 
with its fundamental institution of chattel slavery. The principle of con­
spicuous leisure is so effective that the community's industry would be 
limited to the subsistence minimum of the working class were it not for 
"slave labour, working under a compulsion more rigorous than that of 
reputability." The leisure<lass occupations are· still war, government, 
sports, devout observances, learning. Speculative theorists have argued 
that these occupations are incidentally and indirectly productive, but the 
effective answer is that an increase of wealth by productive labour is not 
the motive of the leisure class in engaging in them. War and government 
are carried on in good part for the pecuniary gain of those engaged in 
theni, that is, the gain is obtained by the honourable methods of seizure 
and conversion. 

Leisure as an employment is closely allied to exploit, and its criteria 
are like the trophies of exploit. In its mature development the members 
of the leisure class customarily assume insignia of honour, which serve 
"as a conv~ntionally accepted mark of exploit" and indicate its "quantity 
or degree." The use of trophies develops into a system of rank, title, 
degrees, and insignia, of which typical examples are medals and heraldic 
devices. In its highest development, however, the principle of conspicu­
ous leisure expresses itself in immaterial goods, of the character of 
proficiency in manners and dress and a know ledge of dead languages and 
occult sciences, which do not directly further human life. That part of 
the life of leisure not spent in the sight of spectators serves its end of 
pecuniary reputability "only in so far as it leaves a tangible, visible 
result that can be put in evidence and can be measured and compared 
with products of the same class exhibited by competing aspirants" for 
pecuniary repute. · 

The taboo on productive labour results also in a spurious leisure class 
·living an abject and precarious life. Its typical members are the decayed 
gentleman and the lady who has seen better days. Accumulation is not 
to be obtained by direct seizure, but it is morally impossible for them to 
stoop to industrial labour. This taboo may even at times prove stronger 
than the instinct of self-preservation. Great captains and chieftains have 
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preferred to destroy themselves rather than break the prevailing conven· 
tion against useful labour and make the necessary physical effort to save 
themselves. On the other hand the appearance of a "cumulative life of 
leisure" and the effect of "passive habituation" in producing pathological 
and other idiosyncrasies of person and manner can be acquired by a short­
cut process called snobbery. By an arduous training in the pecun~ry pra. 
prieties a "syncopated evolution of gentle birth and breeding is achieved 
in the case of a goodly number of families and lines of descent." 

The canons of taste, according to whieh the award of pecuniary rep­
utability is made, are constantly undergoing revision to meet more 
completely the requirements of the principle of conspicuous leisure. 
Variations in form and expression, but not in substance, are allowed. The 
birthright and criterion of the ideal gentleman is irresponsible dominion, 
and "the base-born commoner delights to stoop and yield" before this 
attribute of superior worth. 

In the predatory, patriarchal culture "women and other slaves are 
highly valued, both as an evidence of wealth and as a means of accumulat­
ing wealth. . • • Together with cattle • • • they are the usual form of 
investment for profit." But with the development of industry and the· 
accumulation of property in relatively fewer hands women of gentle 
blood are exempted from industry. Gentle blood is blood ennobled by 
protracted contact with accumulated wealth or unbroken prerogative. 
These women are preferred in marriage. Gradually other women are 
exempted, in the order of their. gentility, and a specialised domestic 
service is formed. Half-caste, impecunious, or marginal gentlemen 
affiliate themselves by a system of dependence and fealty to the great, 
and gain from their masters an increment of the means for leading a life 
of leisure. Uniforms and insignia evidence the source from which these 
underlings receive their income and distinguish those dependents render­
ing noble service in predatory pursuits from those rendering humiliat­
ing industrial service. The leisure of these servants is vicarious, since it is 
for the benefit of their master. Maintenance of servants who produce 
nothing evidences greater wealth, position, and prowess than the posses. 
sion of slaves who produce goods, for useless servants are proof of the 
great captain's or chieftain's ability "to sustain large pecuniary damage 
without impairing his superior opulence." The waste of goods in great 
competitive entertainments is also especially effective as evidence of 
pecuniary strength. 

The care of the quasi-personal or corporate household in the hands of 
the housewife performing vicarious leisure must conform to "the great 
economic law" of "conspicuously wasteful expenditure of time and sub­
stance" or effort. If beauty or comfort is accidentally achieved, it must 
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be by methods that are commendable to this controlling principle. Much 
squalor and discomfort will be endured before the last pretence of 
pecuniary decency will be put away. The high requirements of pecuniary 
decency and dominance are ever increasing, since there is no merit in 
mere spiritless conformity to a standard of dissipation of life and goods 
"that is lived up to as a matter of course by everyone, in the traffic. This 
emulation, constantly increasing in scope and narrowing in character, 
absorbs any "increase in the community's industrial efficiency or output 
of goods, after the most elementary needs are met." Thus technological 
advance has not served to lighten the strain of the industrial classes. Be­
cause of this element in the pecuniary standard of living, "J .S. Mill was 
able to say that 'hitherto it is questionable if all the mechanical inventions 
yet made have lightened the day's toil of any human being.' " A funda­
mental principle in the quasi-peaceable stage of industry, with its funda­
mental institution of chattel slavery, is that the "base, industrious class 
should consume only what may be necessary to their subsistence," and 
this restriction tends to disappear only formally in the industrial system 
of private property and wage labour where, in a numerically small though 
very conspicuous fraction of the community, "the habits of thought pe­
culiar to the barbarian culture have suffered but a relatively slight dis-
integration." . 

The leisure class in the nature of things normally receives the luxuries 
and higher comforts. Intoxicating beverages and costly narcotics are 
honorific, and thus drunkenness and other pathological consequences 
of the free use of stimulants, and certain social diseases, tend to become 
honorific. They are a "mark at the second remove, of the superior status 
of those who are able to afford the indulgence." Under this pecuniary 
canon "the thief or swindler who has gained great wealth by his de­
linquency has a better chance than the small thief of escaping the 
rigorous penalty of the law; and some good repute accrues to him from 
his increased wealth and from his spending the irregularly acquired pos­
sessions in a seemly manner." In the last analysis "all that considerable 
body of morals that clusters about the notion of the sacredness of owner­
ship is itself a psychological precipitate of the traditional meritoriousness 
of wealth." 

In Veblen's theory of fashion, dress, too, is conceived as an institution 
of pecuniary emulation. A sense of beauty is incompatible with the law 
of conspicuous waste, and although a combination is attempted by make­
believe, the effect is only temporary. Forms of dress which will give evi­
dence of pecuniary strength are necessarily of ever-increasing grotesque­
ness and wastefulness, so that the promptings of the resthetic sense enforce 
a change. The new form or detail must, however, also adhere to the 
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principle of conspicuous waste, and there is thus continual change in 
fashions. The grotesqueness increases and consequently the changes come 
more rapidly, with ever-increasing disturbance of the community so far 
as comfort is concerned. 

The industrious members of the community, because of their need 
of the means of livelihood, have the liveliest incentive to reconstruct the 
received standards and to change their habits of life to make use of 
technological advance. The leisure class, however, resting on the unequal 
distribution of wealth and sustenance, is not an organic part of the in­
dustrial community, and is not forced, on pain of elimination, to change 
its habits of life, its theoretical views of the external world. Its function, ' 
which conservative spokesmen justify as a matter of policy, is to retard 
social advance to a conventional scheme of living more in accordance with 
modern material exigencies. 

The human characteristics ordinarily bred by the pecuniary stage proper 
of predatory culture are essentially unstable and transitory. From the 
standpoint of the modern requirements of collectivity, they are evidence 
of an arrested moral development. The traits characterising the man 
best able to survive in the regime of status are, in their primary expres­
sion, "ferocity, self-seeking, clannishness, disingenuousness, a free resort 
to force and fraud"; that is, ''traits highly serviceable for individual 
expediency in a life looking to invidious success." In the more peaceable 
stage of predatory culture, in the highly developed pecuniary stage, these 
"aristocratic virtues" of forcible seizure take a sophisticated form covered 
by fraud, such as the pecuniary virtues of providence, prudence, chicane, 
browbeating, falsehood, and administrative ability. But the substitution 
of chicane for devastation as the best means for accumulating wealth and 
achieving leisure-class status "takes place only in an uncertain degree." 

The peace-<iisturbing dolichocephalic blonds have a high degree of 
leisure-class temperament, although men who have scored a "brilliant 
(Napoleonic) success on the basis of an impartial self-seeking and absence 
of scruple" have commonly belonged to the brachycephalic brunet type 
in physique. In distinction to the competitive class, the competitive in­
dividual succeeds best if he does not possess the trait of clannishness or 
loyalty to a chieftain, tenet, or party. Thus, under the prevailing regime 
of "shrewd trading and unscrupulous management," the individual who 
''through an exceptional exemption from scruple" can "serenely over­
reach and in jure his fellows" is most successful. 

Actually the competitive individual has no place in the modern indus­
trial mechanism, but this anomaly is obscured by the ruling class's main­
tenance of the traditions of war and rapacity and by the community's 
fictitious interest in a collective or corporate good fame. "The collective 



lh THORSTEIN VEBLEN 

interests of any modern community centre in industrial effidency," in the 
vulgar, productive employments which "require honesty, diligence, peace~ 
fulness, good will, an absence of self-seeking, and an habitual recognition 
and apprehension of causal sequence, without admixture of animistic 
~elief, and without a sense of dependence on any preternatural interven~ 
tion in the course of events." These requirements are met by the generic 
variant of human nature from that "hypothetical culture" of savagery, 
where ownership does not exist. His traits are "that instinct of race 
solidarity which we call conscience, including the sense of truthfulness 
and equity, and the instinct of workmanship," in its naive expression "as 
a non-emulative, non-invidious interest in men and things." These seem 
to be hereditary characteristics. They have never been entirely eliminated, 
despite the weakening effects of the modern pecuniary culture "of status 
and of individual and class antithesis." But this savage nature is a failure 
according to the standards of a modern enlightened community. T~1e 
savage traits direct the individual's energy to other ends than pecuniary 
gain, and, even if he pursues such gain, he adopts the indirect and in­
effective methods of industry rather than a "free and unfaltering career 
of sharp practice." An excess of the peaceable industrial temperament 
leads to elimination • 

. Thus a distinction is evident between the pecuniary employments in 
which lie the economic interests of the leisure class, and the industrial 
employments in which lie those of the industrial classes. The employ­
ments of the leisure class foster the predatory temperament and apti~ 
tude and are concerned with those economic functions comprised within 
"the range of ownership of wealth as conceived in terms of exchange 
value, and its management and financiering through a permutation of 
values." These dominating financial operations constitute the function 
of the modern captain of industry. He is an astute man, but Veblen de­
scribes such a man later as of "no economic value to the community," a 
hindrance to the generic life process. His captaincy is a pecuniary one. 
His administration of industry is only permissive, and the "mechanically 
effective details of production and industrial organisation are delegated 
to subordinates of a less 'practical' turn of mind-men who are possessed 
of a gift for workmanship, rather than administrativ~ ability" of the 
predatory sort. 

Since leisure-class standards are standards of pecuniary decency, the 
employments dealing immediately with large-scale ownership and 
financing are the most reputable. Next come the employments imme~ 
diately subservient to ownership, such as banking, which suggests large 
ownership, and law, to which "no taint of usefulness ••• attaches." 
"The lawyer is exclusively occupied with the details of predatory fraud." 
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Mercantile employments are high in repute in proportion as they involve 
a large element of ownership and a low element of usefulness. Thus the 
retailing of the vulgar necessities of life is on the lowly level of handi­
craft and factory labour, and "the work of directing mechanical processes 
is of course on a precarious footing as regards respectability." 

Modern pecuniary, or "business" institutions, although fundamentally 
incompatible with industrial institutions, have developed in response to a 
more facile pecuniary exploitation of the industrial process. The creation 
of vested interests, by such means as enactments in regard to bankruptcy, 
receiverships, limited liability, currency, pools, coalitions of employers or. 
labour, is important to the propertied in proportion as they are propertied, 
that is, to the extent that they are a leisure class. With the development 
of corporate enterprise the growing number of the great captain's sub­
ordinates and dependents become increasingly exempt from the predatory 
habits of life given by the pecuniary discipline, since the business becomes 
reduced to a routine in which there is "less immediate suggestion of over­
reaching and exploiting a competitor." Thus the pecuniary culture cuts 
away its own foundation by eliminating the habit of invidious comparison 
in respect of efficiency or pecuniary gain, and modern competitive busi­
ness enterprise is revealed as an aimless waste of energy. The captain of 
industry and "the great leisure-class function of ownership" will become 
unnecessary as pecuniary institutions develop into "soulless" joint-stock 
corporations. This consummation, obviously, lies far in the future. 

The distinction between the employments of ownership and those 
of production is not, however, a hard-and-fast distinction between persons, 
since those engaged in productive employments are also to some extent 
concerned with matters of pecuniary competition, such as the competitive 
fixing of wages and salaries and the purchase of goods for consumption. 
Under the modern competitive regime, survival and success depend 
proximately on fitness for acquisition, and without something of the 
predatory traits of cunning and ferocity, even though in a sophisticated 
form, an individual would be in the position of a hornless steer in a 
group of horned cattle. If ''pecuniary efficiency" were not ''incompatible 
with industrial efficiency, the selective action of all occupations would 
tend to the unmitigated dominance of the pecuniary temperament," to 
the dominance of the "economic man," whose "only interest is the self­
regarding one and whose only human trait is prudence." Modern in­
dustry, however, requires an impersonal, non-invidious interest in the 
work on hand. This interest in work, without which the elaborate processes 
of industry would be impossible and would not have been conceived, 
"differentiates the workman from the criminal • • • and • • • the cap­
tain of industry." Since work must be done, there is a qualified selection 
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favouring the spiritual attitude towards work in a certain range of occu­
pations. But the elimination of the economically unfavourable character­
istics of the pecuniary culture is an uncertain process. 

"The accumulation of wealth at the upper end of the pecuniary scale 
.implies privation at the lower end of the scale." Although private 
property is in itself of minor importance, being simply a contrivance sup­
posedly for the convenience of men in society, there is a solidarity in the 

. scheme of institutions of the modern propertied class which is a formidable 
barrier to the simple alteration of any isolated item composing it. By this 
solidarity, fortified by vested class interests and prescriptive canons of 
conspicuous waste, industrial exemption and conservatism, pecuniary 
emulation and pecuniary decency, the leisure class ·creates a large sub­
servient class, unable to satisfy either its physical needs or the higher 
needs of decent expenditure and conspicuous· hoarding. This relation of 
dependence and frustration leaves the lower classes without energy for 
acquiring the habits of thought required by modern industrial efficiency 
or for appreciating the modern scientific point of view and its implications. 
Like the leisure class, the indigent class lives by the industrial process 
rather than in it, and as a result lower-class types take on the qualities 
primarily belonging to the upper class. Thus the modern pecuniary 
struggle, by conserving the traits of the leisure class, perpetuates the pre­
vailing maladjustment of institutions. It tends to conserve and rehabilitate 
the predatory temperament and culture which "the industrial evolution 
of society in its later stages acts to eliminate." 

The. ideal pecuniary man-the modern captain of industry-is "like 
the ideal delinquent in his unscrupulous conversion of goods and persons 
to his own ends, and a callous disregard of the feelings and wishes of 
others, and of the remoter effects of his actions." This "modern survival 
of prowess" is addicted to sport and gambling, to aimless emulation, to 
a superstitious habit of mind and magical practices, often expressing 
themselves in a "certain servile devotional fervour and a punctilious at­
tention to devout observances." The leisure-class canon demanding "strict 
and comprehensive futility" acts slowly and pervasively, by a selective 
elimination of all useful modes of life, on pain of disrepute. Any activity 
persistently engaged in "must conform to the generically human canon 
of efficiency for some objective end," but the instinct of workmanship 
acts impulsively and is satisfied with a proximate purpose. A member 
of the leisure class with a slightly reflective habit or a sense of the ulterior 
trend of his actions will satisfy the generic instinct of usefulness by mak­
ing himself dominant in sportsmanlike activities. 

Sportsmanship-"the predatory and animistic habit of mind"-which 
is especially characteristic of the hereditary leisure class, is fostered by the 
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pecuniary occupations. Leisure-class status is ultimately determined by 
fighting capacity, which in its corporate form is called patriotism or the 
martial spirit. This barbarian way of life is characteristic of boys and the 
boyish-minded, and the leisure class systematically breeds in the young 
these habits of adventuresome exploit, exotic ferocity, cunning and status,· 
through "pseudo-military organisations," in charge of "clergymen and 
other pillars of society." "The pantomime of astuteness is commonly the 
first step in the assimilation to the professional sporting man which a 
youth undergoes after matriculation in· any reputable school, of the 
secondary or the higher education." The sportsman resorts continually, 
to make-believe. His destructive apparatus is greater than necessary; and 
the movements of strategy and manipulation are needlessly exaggerated 
in order to convince the participants of the seriousness of their games. 
The result of their activity is to keep "nature" in "a state of chronic deso­
lation," although the love of nature, is their ostensible incentive., In 
athletics and other warlike games a vocabulary of slang is used which 
makes the struggle seem like actual war. 

The leisure class justifies such activities on the ground that they breed 
the "manly qualities"; that is, although sports are essentially of the 
nature of invidious exploit, it is presumed that by some remote and 
obscure effect they develop a temperament "conducive to non-invidious 
work." But the manly virtues fostered by sports are actually those of 
"truculence and clannishness." "It has been said ••• that the relation 
of football to physical culture is much the same as that of the bull-fight 
to agriculture." The habitual employment of an umpire and "the minute . 
technical regulations governing the limits and details of permissible 
fraud" show that the game is made ,up of fraudulent practice, attempts 
to overreach the opponents, and a "callous disregard of the interest of 
others, individually or collectively. Resort to fraud, in any guise, and 
under any legitimation of law or custom is an expression of a narrow 
self-regarding mind." "The dispassionate common man," however, is 
beginning to feel that the institution of sport and related institutions from 
the barbarian past, especially "the entire existing system of the distribu­
tion of wealth," lack justification. The unrest regarding sports and re­
lated institutions and the increase in apologies for them, are due to the 
fact that they do not effectively satisfy the generic instinct of workman­
ship. The emulative predatory impulse, the instinct of sportsmanship, is 
essentially unstable in comparison with the primordial instinct from which 
it has developed and differentiated itself. "Tested by this ulterior norm 
of life, predatory emulation and ·• • • the life of sport falls short." 

Another characteristic trait, found alike in the leisure class and in the 
lower-class delinquent, is the gambling propensity. This belief in luck, 
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or sense of fortuitous necessity, is a belief in the possibility of "propitiJ.t­
ing, or of deceiving and cajoling ... the objects which constitute the ap­
paratus and accessories" of the barbari:1n g:1mcs of ch:1nce and skill. From 
this simple animism of the predatory discipline develops a belief in an 
inscrutable constraining preternatural agency which is endowed with the 
habits of thought of the predatory barbari:1n, and which works through 
the objects with ·which it is associated, influencing the outcome of any enter­
prise or contest. This habit of mind counts "as a blunder in the apprehen­
sion and valuation of facts" for the purposes of industry and science, 
although in the peace:1ble stages of handicraft and agriculture, when a 
rough equality prevailed, it was not so disturbing. There is a substantial 
identity between the beliefs in prowess, status, and anthropomorphism. 
"The predatory, emulative habit of mind here called prowess'' is the 
"barbarian variant of the generically human instinct of workmanship," 
taking this form "under the guidance of a habit of invidious comparison 
of persons . . . the relation of status is a formal expression of such an 
invidious comparison duly gauged and graded according to a sanctioned 
schedule"; and an anthropomorphic cult is an institution characterised by 
"the relation of status between the human subject as inferior and the 
personified preternatural agency as superior." 

The practice of devout observances is intimately related to the springs 
of action underlying the institution of the leisure class. The devout atti­
tude accentuates the divergence between the "self-regarding interest and 
the interests of the generically human life process," and is characteristic 
of the classes that live by the industrial process rather than in it. No ques­
tion is entertained as to the preternatural agent's moral character and 
purpose in interfering in events. Despite the modern popular conception 
of God as a father, in accordance with the patriarchal cast of the quasi­
peaceable culture, he still remains a warlike chieftain inclined to an 
overbearing and arbitrary manner of government. The barbarian epithets 
applied to the divinity "have a high :esthetic and honorific value" to mod­
ern worshippers. There is a substantial identity between the consumption 
in behalf of the divinity and that of a gentleman of leisure-a chieftain or 
patriarch-in the upper-class society of the barbarian culture. Expensive 
edifices of an outworn type are set aside for both. The dress of their 
servants is also archaic. Ceremonial cleanliness insists that the garments 
of laymen must carry as little suggestion as may be of industrial activity 
when they enter the sanctuary or audience hall. The normal and de­
liberately invented sacred or secular holidays and days of fasting an 
seasons of compulsory abstention from materially useful activity anc 
from consumption conducing to the fullness of life or the comfort of th·. 
consumers. The consequent honorific effect, or pecuniary strength, is ir.. 
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puted to the person or striking fact which the holiday celebrates. It is 
tribute levied upon the community in the form of vicarious leisure. 

In the ideal barbarian scheme, the scheme of devout observances, the 
priestly class not only must abstain from labour believed to contribute to 
the general material welfare, but is forbidden to seek material gain even 
when possible without industrial activity. If the priest's own sense of 
sacerdotal propriety does not prevent transgression, the sense of propriety 
prevailing in the community will so obtrusively assert itself in his fortunes 
as to enforce his conformity or his retirem~nt from office. For these highest 
practitioners of vicarious leisure and vicarious consumption the bounds 
of permissible indulgence are dra~n closer than for laymen. They must 
avoid the vocabulary of industry, and human matters must be discuSsed 
with such "generality and aloofness" as to imply that the master whom the 
speaker represents is interested in the activities necessary for the· com­
munity "only so far as to permissively countenance them." Beyond the 
priestly class, in an ascending hierarchy, ordinarily comes a superhuman 
vicarious leisure class of angels, saints, etc., with dependent classes per­
forming vicarious leisure for them, as is done by the dependent leisure 
class under the patriarchal system. The principle of status runs through 
the entire hierarchical system, both visible and invisible. Some priests 
diverge from the established schedule and take thought ostensibly or 
permissively for their own material comfort and that of the community. 
But they belong to a half-caste priesthood, and their cults are found in 
relatively young denominations having chiefly a middle-class constitu­
ency. They often represent originally a revulsio11: against the principle· of 
status upon which the institution of the priesthood rests. Such a priest 
is at first a representative and servant of the organisation or corporation, 
but with its increase in wealth and its consequent achievement of a leisure­
class point of view the priest develops into a member of the special priestly 
class and spokesmaJ! of the divine master. 

\Vith due allowance for "exceptions and sporadic departures from the 
normal," the "classes • . • low in economic efficiency, or in intelligence, 
or both, are peculiarly devout." Similarly, the woman, particularly the 
upper-class woman, not standing in direct organic relation to the industrial 
process, carries over into the realm of the supernatural the logic and the 
logical processes of her everyday life of status and vicarious leisure, and 
finds herself at home and content in a range of ideas which to the adult 
man are "alien and imbecile." Of a like nature are the ideas of the 
middle class, whose habits of thought are shaped by the pecuniary occu­
pations, with their quasi-predatory character of "arbitrary command and 
submission and . • . shrewd practice • . • akin to predatory fraud." In 
the United States the wealthier class of the North is developing a devo-
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tional habit similar to that of the hereditary leisure class of the industrially 
backward South, with its system of status and its habits of sportsmanship, 
drunkenness, gambling, and duels~ "\V eddings, funerals, and the like 
honorific events, among the superior wealthy class are "solemnised with 
some especial degree of religious circumstance," as in the barbarian cul­
ture. The naive, sensational method of appeal is more used in the 
sacerdotal structures of the upper leisure class than in those of the lower 
leisure and middle class. Ritualistic features are accentuated at the cost 
of the intellectual in devout observance. 

The prevailing denominations began with a ritual and a paraphernalia 
of austere simplicity, but with the growth of their members' wealth they 
have adopted many of the spectacular elements they once renounced, 
and the devout habit progressively·gains in scope and elaboration among 
the superior wealthy class. All the apparatus and services in devout 
observances may be attributed to the great pecuniary law of conspicuous 
waste of life, effort, and goods. Directly and indirectly this devout con­
sumption lowers the vitality of the community and prevents the neces­
sary institutional adaptation to modern requirements. This effect is ob­
scured by the fact that the sense of human solidarity and sympathy and 

· the "non-reverent sense of :esthetic congruity with the environment" 
blend with the incompatible motives of the ecclesiastical institution and 
"contribute materially to its survival in name and form even among 
people who may be ready to give up the substance of it." 

It would seem that the leisure class, free from the direct, grinding 
strain of the pecuniary struggle to which the lower classes are subject, 
would give considerable scope to interests which are not invidious. Mem­
bers of the leisure class, it is true, show an interest in "philanthropic and 
reformatory effort," such as temperance and similar social reforms and 
large-scale enterprises for improving the poor. Apparently the "greater 
number of men who have to do with industry in the way of pecuniarily 
managing an enterprise take some interest and some pride in seeing that 
the work is well done and industrially effective and this even apart from 
the profit which may result from any improvement of this kind." 
Entrance to the leisure class, however, lies through the pecuniary em­
ployments, and only those with a superior predatory endowment are 
selectively admitted. Without the pecuniary temperament a stock will · 
have its fortune dissipated. Many moves for amelioration are set on foot 
and many large enterprises are ostensibly devoted to industrial improve­
ment, but all must conform to the ceremonial canons of pecuniary de-

.. cency, which are reducible to "the principles of waste, futility, and 
ferocity" so that there is "much coming and going, and a deal of talk, 
to the end that the talkers may not have occasion to reflect on the 
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effectual economic value of their traffic." Such organisations are under-
. taken for the good repute and even for the pecuniary gain of the promot­
ers and their supporters. A man may meritoriously take a quantitative 
interest in the organisation by subscription and be a member of the 
managing committee, or more meritoriously attempt to elevate the tastes 
of the poor and to provide opportunities for their spiritual amelioration, 
but the predatory canons of pecuniary decency pervasively insist that a 
man in good standing must not show intimate familiarity with industrial 
life and processes sufficient to make an ameliorative organisation effective 
for its ostensible material end. · 

The institutions of the higher learning furnish a good example of. what 
happens to ostensibly non-invidious enterprises under the guidance of 
pecuniary canons. These institutions of the priestly life have been, at 
least until recently, conservative, reactionary, and given to devout ob­
servances. As in the predatory scheme of status, a hierarchy of ranks­
an apostolic succession-prevails, and there is much shamanistic,' cere­
monial ritual and practice. The modern practitioners of higher education 
are the logical descendants of the ancient medicine men who, with their 
sacred apparatus, symbols, and inscrutable realities,. attempted spectacular 
effects to convince the community of their relation with the divinity. 
The scholastic discipline gives a knowledge of the unknowable, and this 
occult, inscrutable knowledge is held to be the only true knowledge. In 
contrast to the lower learning, "the higher learning comprises such 
knowledge as is primarily of no economic or industrial effect"; it is edu­
cation for leisure-class membership, not for service to the community. The 
classics are venerated, for classic means .obsolete· and therefore reputable. 
A classical education means industrial exemption, since ~ considerable 
amount of effort must be wasted to acquire it. Next to the classics the 
administrative disciplines, the social sciences, are of highest repute. 
"These so-called sciences are substantially bodies of maxims of ex­
pediency for guidance in the leisure-class office of government as con­
ducted on a proprietary basis." With the substitutic;m of the modern 
captain of industry for the priest as the immediate director of educational 
enterprise "administrative ability and skill in advertising the enterprise 
count for rather more than they once did, as qualifications of the. work 
of teaching. This applies especially in those sciences that have most to 
do with everyday facts of life, and it is particularly true of schools in the 
economically single-minded community." 

But although the higher learning "is a by-product of the priestly office 
and the life of leisure," modern science, on the contrary, "is a by-product· 
of the industrial process." Advance in theoretical knowledge does not 
come from the accepted members of the higher learning-the ideal 
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leisure class. Occasionally contributions from "the modern, economic or 
industrial, matter-of-fact standpoint" are made by aberrant scions of the 
leisure class who are sufficiently influenced by the impersonal standpoint 
to escape the anthropomorphic standpoint of status, but advance comes 
primarily from members of the industrious class who are not so under­
fed or overworked that they have no margin of energy left for other 
occupations than finding daily sustenance. The classes particularly quali­
£ed in this way are those whose employment approaches that of the 
mechanic and engineer, those, in other words, who enter effectively into 
the industrial life. The discipline to which they are exposed tends to 
eliminate the animistic, predatory, invidious attitude of interpreting 
phenomena, and consequently they are inimical to anthropomorphic 
tendencies and devout observances. They have a proclivity for undevout 
scepticism, for the materialistic point of view required by industrial 
activity. These modern scientists are the instruments by which the habits 
of thought developed by "modern associated life and the mechanical in­
dustries are turned to account for theoretical knowledge." Men have 
come to "systematise the phenomena of this environment, and the facts 
of their own contact with it, in terms of causal sequence," only to the ex­
tent that industrial life enforces the recognition of an impersonal, causal 
sequence in the practical affairs of life. The modern investigators, savants, 
scientists, inventors, speculative thinkers, do their most telling work 
outside the shelter of the schools. The alien body of knowledge pro­
duced by .this extra-scholastic discipline of the "industrial" employments 
in the wider sense is £nally assimilated by the higher learning when 
it has long outlived its usefulness. "Men who have occupied themselves" 
with ''new departures which touch the theory of human relations at any 
point," and have thereby sought "to widen the scope of human knowl­
edge, have found a place in the scheme of the university tardily and by 
a reluctant tolerance, rather than by a cordial welcome." 

The predatory life, however, is beginning to lose its position of 
dominance, and an attitude of disapproval towards futility in human life 
is perceptibly returning. In modern industrial communities it is "the 
average, dispassionate sense of men" that the ideal ·character is one 
"which makes for peace, good-will, and economic efficiency, rather than 
a life of self-seeking, force, fraud, and mastery." Under the impulsion 
of the instinct of workmanship the vicarious leisure classes, especially 
women, are beginning to resent their life of tutelage and status and to 
object to living at second remove from the effective industrial process. 

· But the pecuniary logic still exercises a "selective surveillance over the 
details of conduct and management in any enterprise," so that appearances 
of the non-invidious economic interest are only sporadic. In the spirit 
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of the conclusion of "Some Neglected Points in the Theory of Social­
ism," and "The Preconceptions of Economic Science," and with particular 
reference to the "emulative process of accumulation by the quasi­
predatory methods of the pecuniary occupations" characterising the 
modern leisure class, Veblen said that the characteristic attitude of the 
leisure class "may be summed up in the maxim: 'whatever is, is right'; 
whereas the law of natural selection, as applied to human institutions, 
gives the axiom: 'whatever is, is wrong.'". 

The first reviewers of The Theory of the Leisure Class responded 
to the book in a spirit not unlike that in which the common-sense 
philosophers received the doctrine of evolution. D. Collin Wells of 
Dartmouth declared in The Yale Review that such books as this, written 
by dilettantes, bring sociology into "disrepute among careful and scientific 
thinkers." The few references bearing on economics are "ill-considered 
and vicious." It is illegitimate to classify under the one term, "Leisure 
Class," such unrelated groups as the barbarians and the rich of modern 
society. The term "status" should not be used to describe the economic 
relation which "the rich man sustains in a modern community.'' The 
book is "crowded with ex-cathedra propositions, often of a revolutionary 
and startling nature," and no authorities are cited. It is unexampled as a 
"collection of 'things that are not so.' " The "most vicious distinction is 
that between pecuniary and industrial economic institutions. • • • The 
climax is capped by an elaborate comparison of the ideal pecuniary man 
to the ideal delinquent, i.e., criminal; especially in devoutness." Veblen's 
use of the English language-"futile, archaic, and cumbrous"-satisfies 
his own canons of conspicuous waste. llis style is a "scientific (?) jargon 
from which no clear meaning can be extracted." 

In Veblen's absence the September issue of The Journal of Political 
Economy included as its leading article a thirty-page review written by 
his former colleague, John Cummings, then at Harvard. The review 
gave most of its attention to Veblen's analysis of modern business enter­
prise. The basic assumption of the book, Cummings declared, seems to 
be that acquisition of wealth is predatory, an assumption which is clearly 
expressed in Veblen's fundamental distinction between industrial and 
pecuniary employments. Both assumption and distinction are "obviously 
inconsistent with the facts." The captain of industry's income is high 
because of "the obvious fact" that society needs his services and pays 
accordingly. The industrial or financial magnate "really earns his $25,­
ooo a year," as does the ditch-digger his $1.50 a day, because society pays 
the wages. "Every quality having an economic bearing has its economic 
value as accurately determined as may be in its economic efficiency." 
Veblen's terminology suggests the Marxian argument, in which the 
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aptain of industry is made out to be a "robber." His denial of ethical 
judgments in his use of "obviously ethical terms" clearly indicates that 
he is "a master of sophistical dialectic." 

In the next issue of the Journal Veblen answered a critic for the 
£rst and last time. If he had not been away, he said, he would, as editor, 
have made suggestions that would have avoided "misdirected criticism." 
1\lost of Cummings's objections would have been obviated by a "more 
facile use of language" in the book. In almost all cases, in fact, Cummings 
had made his point precisely, but his misuse of the logical principle of 
the excluded middle had led him to conceive the subject matter of the 
book in terms of "exclusive alternatives." 

Cummings's lengthy discussion of the equity of the existing distribu­
tion of property and incomes "assumes the validity of the natural-rights 
dogma, that property rights rest on production," but this is not a causal 
relationship: His "advocacy of the claims of the captain of industry tq his 
income • • • proceeds • • • on the bold ·though ancient metaphor by 
force of which bargaining is conceived to produce goods." 

The fundamental difference between author and critic is the critic's 
rejection of the distinction between industrial and pecuniary employ­
ments. Cummings maintains that both the financier and the day labourer 
are productive and that the productivity and income-yielding ability of 
both are due to the intelligence exercised. A distinction is raised in the 
book, however, in order to indicate the different economic value of the 
habits of thought and aptitudes fostered by the contrasted employments. 
It is a difference in kind, not, as Cummings seems to think, in degree. 
Despite its reality, Cummings fails to appreciate the distinction between 
aptitudes and employments, since it is not an accepted article of economic 
theory. Received economics took shape in a world less highly differen­
tiated than the present one. In the earlier phase of modern industry the 
owner was "at the same time the foreman of the shop and the manager 
of the 'business,' " and the distinction, although present, did not obtrude 
itself. But today a person is chiefly confined seriously to one or the other 
line of employment, although "the disciplinary effect of either is seldom 
unmitigated in any concrete case." 

Veblen then explained more fully his use of the term "industrial." It 
refers to the material interests of the community, including a social or­
ganisation adapted to its exigencies, rather than to mere physical 
processes; and the term "technicians" means not merely the engineers 
of a factory, but those intellectual leaders impersonally concerned with 
these material interests as against those of the modern business man. 
"The distinction at its clearest marks the difference between workman­
ship and bargaining." Workmanship characterises the industrial employ-
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ments, which include the work of directing the processes of industry and 
contriving its aims and ideals-"such work as that of the artist, the in­
ventor, the designer, the engineer, and the foreman." This range of 
activity or employments "has to do with adapting the material means of 
life, and the processes of valuation constantly involved in the work 
run on the availability of goods and on the material serviceability of the 
contrivances, materials, persons, or mechanical expedients employed." 
The worker's interest and sagacity are :concerned with "tl).e relation of 
physical cause and effect." On the other hand, the sagacity, interest, 
and intelligence involved in the pecuniary employments are directed to 
contests of shrewdness and personal advantage. The pecuniary activities 
have to do "with the distribution of wealth-not necessarily with the 
distribution of goods to consumers." The processes of valuation "run 
on the exchange values of goods and on the vendibility of the items with 
which they are concerned, and on the necessities, solvency, cupidity, or 
gullibility of the persons whose actions may affect the transaction con­
templated. These valuations look to the pecuniary serviceability. of the 
persons and expedients employed." · 

The pecuniary activities, and the pecuniary institutions they develop, 
"rest on the institution of private property, and affect the industrial 
process by grace of that institution"; the industrial activities rest chiefly 
on "the physical conditions of human life," but they too have their 
pecuniary bearing by virtue of the dominating institution of ownership. 
"The pecuniary employments are conditioned by human convention, the 
industrial by the unalterable laws of nature." The objective point of the 
latter is material use; of the former, pecuniary gain. Modern business, · 
or pecuniary, activities are, "in their· immediate bearing, in no degree 
serviceable to the community, since their aim is a competitive one"; 
the industrial activities are "commonly serviceable in their immediate 
effects, except in so far as they are commonly, under the guidance of the 
pecuniary interest, led into work that is wasteful or disserviceable to the 
community." Indirectly, as well, the pecuniary employments have con­
siderable effect in shaping industrial life, as when the formation of trusts 
brings about industrial changes, and "the 'industrial' employments 
rarely if ever are without a pecuniary bearing." 

Cummings, said Veblen, seems to feel that the "consummate diction" 
of the book "is charged with some malign potency, somewhat after the 
manner of the evil eye." But if the scientist is to avoid the inscrutable 
and "paralogistic figures of speech" which "have long afflicted eco­
nomics" and have given it a reputation of sterility, he "must resort to 
words and concepts that express the thoughts of the men whose habits of 
thought constitute the institutions in question." 
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Fortunately for, Veblen, Edward A. Ross was pleased by the book, par­
ticularly by its apparent advocacy of the emancipation of women. He 
recommended it to Charlotte P. Gilman, and showed a copy to his uncle, 
Lester F. Ward, when the latter lectured at Stanford in the summer of 
1899. \Vard was so deeply impressed that on his way East he stopped 
at Chicago to see the author, but Veblen was not to be found. Small 
asked Ward to review the book for The American Journal of Sociology. 
\V ard felt he was "too much a J acobin," and suggested Ross as a sub­
stitute, but was persuaded to undertake it himself. Ross wrote him: "I 
am looking forward to your review of Veblen's book. How it fluttered 
the dovecotes in the East! All the reviews I have seen of it so far are 
shocked and angry. Clearly their household gods have been assailed by 
this iconoclast." Veblen wrote to Ward: "I need not say that I appreciate 
the honour of such an attention at your hands. • • • As a matter of 
course, you will find evidence in the book of my indebtedness to you. 
The absence of any acknowledgment is due to the fact that I am in­
debted to so many and various teachers as to preclude detailed acknowl­
edgment." 

. The review, which Ward said later was from nearly every point of 
view the best he ever wrote, appeared in the issue for May 1900. He 
declared that "the book abounds in terse expressions, sharp antitheses, 
and quaint, but happy phrases. Some of these have been interpreted as 
irony and satire, but • • • this is the work of the critics themselves. The 
language ·is plain and unmistakable, as it should be," and some of it is 
likely to become classic. "But the style is the farthest removed possible 
from either advocacy or vituperation and the language, to use the 
author's own words, is 'morally colourless.'" Critics are unwarranted in 
asserting that Veblen is attacking existing institutions. Any examination 
into cultural pedigree always offends. The evolutionary process is neces­
sarily a wasteful one, and Veblen is but showing how the wasteful process 
proceeds, in co-operation with the conservative force. 

The genesis of a great number of occupations, institutions, customs, 
practices, and beliefs is worked out and their barbaric ~rigin shown. 
Veblen might have written an equally able book on the instinct of work­
manship, but he preferred to restrict himself to the instinct of sports­
manship. He might have shown how the leisure class has aided social 
progress solely by its leisure, and also how science has grown from the 
ecclesiastical institutions devoted to vicarious leisure and devout ob­
servance, but this is already commonly known, and Veblen tells what is 
not yet known. He properly confines himself to the economic point of 
view on the question of wealth, rather than covering a wider area, as 
economists usually do, to the confusion of everything. "His whole 
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treatise is confined to the 'pecuniary' aspect." Pecuniary value can be 
shown to be rational only when "we know and can trace its history, and 
see how, under all the circumstances, it could not have been other- · 
wise." Since the prolonged and laborious exertion required for the pro­
duction of goods is essentially irksome, it was natural for some to enslave 
others in order to get consumption goods without producing. Conse­
quently there arises a leisure class enjoying all the good things of life, 
engaging in sports and warfare, and ·generally maltreating the lower 
classes. The antithesis springs up naturally and has persisted to this day. 
This distinction is characterised by Veblen as "invidious." "This word 
has been criticised as imputing blameworthy motives. But it is used in a 
literal sense," meaning "that which has envy at its root, for not only does 
the industrial class envy the leisure class, but every member of the 
leisure class is perpetually striving to gain the envy of othe~ of that 
class." It is for this reason that the members of the leisure class build 
palaces larger than they can comfortably use, and that the captain of 
industry, while engaged in useful work, has the women of his group keep 
up the financial appearance of the family by viCar-ious leisure and con­
sumption. The book throughout is "the application of the fundamental 
maxim of 'political economy'-the greatest gain for the least effort" 
but "since effort is itself agreeable, the effort meant is only industrial, 
productive, useful effort." 

Veblen wrote Ward: "I beg to express my very lively appreciation 
of the honour you have done me in your extended and appreciative re­
view. • . . Your unqualified approval has given me more pleasure than 
anything that has occurred in connexion with the book, and I can only 
hope that it will not end with giving me an intolerable conceit." 

Veblen felt, however, that Ward had not altogether appreciated his 
point of view. Miss Hardy, now Mrs. Warren Gregory, had asked 
Veblen for the review and returned it with some scepticism regarding 
\Vard. Veblen wrote her: "It is not kind of you, and scarcely reverent, 
to use irony and other allied figures of speech concerning the English 
of the Patriarch of Sociology, in a case where laudable sentiment gets 
the better of his diction. \Vhat you say is true-as it should be-and what 
you imply is truer still-as is not surprising-when you speak of the 
magnanimity and positiveness with which Mr. Ward understands the 
'Leisure Class.' I assure you his review has been a great help to me in 
that respect. It has brought me to a sobering realisation of the very grave 
importance which my writing, and what I now understand to have been 
my thinking and my insight, have for the spread of knowledge among 
men. 

"l am unable to share your view that the allegation of 'too much 
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truth' is to be taken as an accusation. I find myself unable to resent it. 
It is probably to be construed as a superlative, and that being the case 
I should like to cross out the exclamation point with which you follow 
it, as well as the one which punctuates the expression 'clear head.' ..• 

"It is needless for me to say how sincerely I thank you, not only for 
your kindness in writing your congratulations, however equivocal, but 
even more for knowing better than the great men who have been good 
enough to criticise me." 

Veblen's term, "instinct of workmanship," was used by his friend 
Loeb in the classic Comparati'Ve Physiology and Psyc!zology of the 
Brain, which appeared in 1900. "One of the most important instincts," 
wrote Loeb, "is usually not even recognised as such, namely the instinct 
of workmanship," and in a footnote he added, "I take this name from 
Veblen's book on The Theory of the Leisure Class." 

Before the professional reviews appeared, \Villiam Dean llowells 
devoted the leading article in two successive issues of Literature to praise 
of Veblen's book. Veblen's name, said Howells, "is newer to me than it 
should be, or than it will hereafter be to any student of our status. To 
others, like myself, the clear method, the graphic and easy style, and the 
delightful accuracy of characterisation will be part of the surprise which 
the book has to offer. In the passionless calm with which the author 
pursues his investigation, there is apparently no animus for or against 
a leisure class. It is his affair simply to find out how and why and what 
it is. If the result is to leave the reader with a feeling which the author 
never shows, that seems to be solely the effect of the facts." Howells 
used Veblen's terms beautifully, but read the book as literally as had 
\Vard, as a discussion of the luxurious life of an aristocracy. Howells 
not only helped to make the book a sensation, but helped to set the 
fashion of interpreting it as a withering criticism of aristocratic prejudice, 
as distinct from middle-class prejudice. 

Veblen became the god of all the radicals, although he despised them. 
W.J. Ghent, then something of a Fabian socialist, recalls that in the New 
York circles of intellectual radicals he always found someone ready with 
a pat quotation from The Theory of the Leisure Class. Its stinging satire 
was particularly en joyed. Mrs. Gilman considered it "clear and im­
pressive, and though rather stiff and laboured in part, illuminated by 
the most brilliant penetrating satire I ever saw," and Tufts considered 
Veblen the most powerful social satirist since Mandeville. But Charles 
Edward Russell said he could not see that the book was ironic. It was 
viewed by many as an example of true artistry in the use of language, 
and artists' clubs sought unsuccessfully to get Veblen to address them. 
Dewey said the terminology would survive the book. Such phrases as 
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"conspicuous consumption," "vicarious leisure," "conspicuous waste," 
were seized upon as fighting terms. Overnight the language on the uni­
versity campus changed, and it was said that those. who read Veblen 
could be distinguished by their speech. Small .suggested that students 
read the book for its humour. Veblen's schoolmates were surprised at 
his fame, but Clark noted with satisfaction that Veblen had fulfilled 
his promise: · 

No one was more surprised than Veblen at the book's reception. He 
was disappointed at the popular view of it as a satire upon the aristocra#c 
classes, although he admitted to Stuart that the book was not altogether 
free from satire. He came to feel that those who gave the book its · 
popularity were foolish and gullible. A graduate student, Archibald . 
Maynard, told Veblen that he wished to attempt a thesis subject along 
lines suggested by Veblen's work and that of W.I. Thomas on Social 
Origins, but Veblen advised against it on the ground that such work is 
not taken seriously. He could speak with knowledge about that, said 
Veblen, as he had recently tried it and found that people were inclined 
to "giggle." He cited Karl BUcher's Rhythmus und Arheit, which also 
made use of a distinction in occupational discipline, as a further proof that 
unusual work meets with neglect or amused contempt. 

In 1900 Veblen was promoted to the rank of assistant professor. After 
returning from a tour of inspection of the Rockefeller iron mines of 
Lake Superior, he wrote Mrs. Gregory that "the next book has been 
named, as you may have noticed, by Mr. Ward, and also by others be­
fore hi.qt. It is to be called The Instinct of Workmanship, a phrase 
which, perhaps without your knowing it, I owe to you. I have no doubt· 
such a volume on the Instinct will be written before long,_but I confess, 
though I should not like to have it go further, that I don't know what 
or what kind of things will go into this new book." 



CHAPTER XIII 

X 
the I 900 meeting of the American Economic Association, 
President Ely gave an address on "Competition: Its Nature, 
Its Permanency, and Its Beneficence," in which he described 
the great "economic-juridical institutions of society, such as 

private property, inheritance of property, and vested interests," as de­
positories of race-achievement which confine and regulate competition. 
Struggle in economic life "means rivalry in the service of self, and other 
selves-rivalry in the upbuilding of the ideal man and the ideal society." 
"Competition gives us a brave, strong race of men, and the brave and 
strong are merciful." 1 

At the same meeting Veblen was scheduled to deliver a paper on 
"Industrial and Pecuniary Employments," but he excused himself on 
grounds of ill health. This was perhaps fortunate for his would-be 
auditors, since in print the article is close to fifty pages in length. The 
title seems to have been due to his discussion with Cummings, but the 
paper appears to have been written originally as a logical sequel to "The 
Preconceptions of Economic Science," completing the parallelism be­
tween The Theory of the Leisure Class and the articles in The Quar­
terly. It shows more clearly that by "market" Veblen means the 9ominat­
ing capital market and the management of industry for profit, and that 
"capital" refers to the capitalisation of advantages or modern profits, 
not the incompatible conception of industrial equipment for the material 
welfare of the community. •. 

Received economics, according to Veblen, is based on the dogmatic, 
untenable postulate that remuneration measures production. The mod­
ern captain of industry is considered a productive agent, who receives in 
remuneration the equivalent of his productivity, and thus his pecuniary 
employments or activities are not treated as the controlling factor about 
which the modem economic process turns, but are assumed to be pro­
ductive operations effecting the distribution of goods from producer to 
consumer. Distinctions are drawn between persons, not between activi­
ties, so that the modern captain is conceived as a composite of master 
workman and ''business" man. This picture may have been true in the 
days of Adam Smith, but today the captain is occupied with purely fiscal 
and financiering activities. Of course, when he steps down from the 
pecuniary plane and directs "the mechanical handling and functioning of 
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'production goods,' he becomes for a time a foreman," but in the modem 
specialisation and maturity of business this vulgar technological activity 
does not characterise the great dominating and successful captains of 

·finance. Common sense and received economics may declare their services 
to be extremely valuable and their regime to· be the best industrial 
policy, but these supposedly empirical judgments are based on the tacit 
"organic concept" of the social-economic function of the captain. They 
are rule of thumb of common sense, not scientific theory, which is "a 
formulation of the laws of phenomena in terms of the efficient forces 
at work in the sequence of phenomena." .. 

The activity of the modern captain is conditioned throughout by 
the institution of property, which today means the discretionary control 
of wealth. Thus the captain's activity is neither proximately nor re­
motely productive industrial activity. It falls into the category typified 
by the real-estate agent and "the closely related business of promoters 
and boomers of other than real-estate ventures." He is a man without 
visible means of support. He may make pecuniary gain by decreasing ma­
terial efficiency or inhibiting its advance, as well as by letting the processes 
go their way under the supervision of the technological experts. As a 
result of the rigorous control of economic life exercised by the market, 
survival depends on fitness for pecuniary gain, not on material service­
ability. Industrial ventures depend for survival on shrewd business 
management, because such management is necessarily employed by all 
the competitors in the pecuniary struggle. But this management results in 
only a relative and superficial success, of little importance to the com­
munity in general. If it is increas~ or decreased, the immediate effect 
upon industrial efficiency and material serviceability is neutral in com­
parison with the effect produced by a change in the industrial capacity 
of those who work. Theoreticians credit the captain with bringing about 
material economies in production, such as efficient industrial combina­
tion, but they overlook the fact that the mechanical possibility of more 
efficient methods must first .be created by the men in industry. The cap­
tain's consent is not given until long after the changes have proved 
industrially feasible, because of the strategic manreuvres and clashing 
pecuniary interests of the captains. Furthermore, it is overlooked that· 
a given step in industrial integration makes it possible for industry­
that is, the working force engaged in industry-to develop new oppor­
tunities to be taken advantage of by the captain, and he is thus pushed 
to make a new concession allowing f1:lTther industrial efficiency. But when 
this cumulative sequence is cut off at the start because the captain inhibits 
or does not allow a development, there is no striking visible result of 
his inaction and therefore the retardation cannot be calculated. 
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Consequently 'there is no warrant in theory for asserting that the work 
of these highly paid businessmen is of greater substantial use to the 
community than that of the less well paid. '\Vages are paid on the basis 
not of productivity for the community's ends, but of pecuniary service­
ability. The natural-rights assumption that the two are equivalent might 
be true if the aggregate productivity of industry were equivalent to the 
necessary consumption and if no economic deterioration could take place 
in the community. As to the first, however, in a modern industrial com­
munity "the margin of admissible waste probably always exceeds fifty 
percent of the output of go~ds." In many lines the cost of marketing 
goods equals the. cost of making and transporting them. As to the 
second requirement, which is almost identical with the first, it can be 
achieved only if the postulate of a meliorative 'trend is valid. "Instances 
are· not far to seek of communities in which economic deterioration has 
taken place while the system of distribution both of income and accumu-. 
lated wealth has remained on a pecuniary basis." 

Veblen draws a distinction also between pecuniary and industrial 
capital, paralleling that between the industrial and pecuniary employ­
ments. Here, too, he contrasts the modern captain and the technological 
expert and processes in their effect on material welfare. 

Pecuniary capital is wealth employed in investment or in the manage­
ment of capital in the business sense of the word. Wealth, material 
means of industry, physically employed for industrial ends is capital 
in the industrial sense. The pecuniary employments are concerned with 
pecuniary capital, and the industrial employments with industrial capital. 
"Neither immediately in his purely pecuniary traffic, nor indirectly, in 
the business guidance of industry through his pecuniary traffic .•• can 
the undertaker's dealings with his pecuniary capital be accounted a pro­
ductive occupation, nor can the gains of capital be taken to mark or 
measure the productivity due to the investment." The gain that the 
captain derives from his capital has nothing to do with serviceability 
but only with vendibility. Contrary to the doctrines of received eco­
nomics, the captain seeks not to produce the greatest amount of service­
able goods at the most economic cost, but to produce· as cheaply as pos­
sible a vendible product, and in the aggregate the cost of production of 
vendibility is waste. Pecuniary capital is an aggregate of market values, 
and it varies independently of variations in the magnitude of industrial 
capital; "it may vary in magnitude with a freedom which gives the 
whole an air of caprice," its erratic movement becoming "strikingly 
noticeable in times of panic or of speculative inflation." 

The aggregate social (industrial) capital cannot be obtained by adding 
up individual (pecuniary) capital, because, aside from variations in the 
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market values of given ·material items, pecuniary capital comprises con­
ventional facts or intangible items, such as good will and effrontery, 
which are not definitely related to the material means of industry. Owner­
ship is the basis of pecuniary capital, and whatever may be turned to 
pecuniary gain is comprised in its aggregate. Since ownership is a habit 
of thought, a convention or institution, matters of convention and opinion 
figure in the inventory of pecuniary capital. Industrial capital, however~ 
is of a mechanical character subject to the· laws of physics and chemistry, 
not to those of the psychology of acquisitio_n, and "conventional circum-, 
stances do not affect it-except as the future production of material 
means to replace the existing outfit may be guided by convention." Thus 
items having only a conventional existence are not comprised in its 
aggregate. The two categories of capital are disparate and incom­
mensurable. Here Veblen's discussion of industrial and pecuniary capital 
comes very close to his analysis of industrial and pecuniary employments 
-so close that he seems to admit little difference between capital and 
employments. "Productivity theories of interest sh~mld be as difficult to 
maintain as productivity theories of the gains of the pecuniary employ­
ments, the two resting on the same grounds," that is, ownership. The 
pecuniary employments, embodied in the modern captain of industry, 
are the methods of modern capital, the meaning of the institution of 
modern capital. 

This distinction between employments has an important bearing on 
the question of the survival of modern business enterprise. Marxists who 
did not know Marx believe that the economic situation .affects institu­
tions through class interest, but, without discrediting the claim that class 
interest counts for something in shaping institutions, the question of 
growth can be handled better through the disciplinary effects of occupa­
tions. The characteristic feature which distinguishes the present economic 
situation from that out of which it is emerging is the machine process, 
with its consequent specialised organisation of the working force and 
plant and its highly developed corporation finance. This cumulative de­
velopment means that the pecuniary management of industry is falling 
into the hands of an increasingly smaller class who have no immediate 
contact with the industrial process and classes. Likewise t~e industrial 
classes have only an incidental interest in the business management. Thus 
the distinction between employments tends to coincide with that between 
classes. The business occupations are characterised by the business man­
agers, the financiers, and their members work within the lines of the in­
stitution of ownership as the conventional norm of truth and validity. 
But those in the industrial occupations-"the highly trained technological 
experts and engineers as well as the highly skilled mechanics"-have to 
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take cognisance of "the conditions impersonally imposed by the nature 
of material things." They are barred from full appreciation of the "cul­
tural graces and amenities" which make up the institution of ownership 
in modern life. These classes are losing their belief in self-help and the 
pecuniary incentive of saving. 

Socialism is in vogue among the highly trained industrial classes in the 
industrial towns, but conservatism is the rule in the leisure class and in 
the relatively indigent, backward, and unintelligent classes and areas, 
where the differentiation between pecuniary and industrial occupations 
and realities has not been reached. The agrarian classes in their revolts 
do not aim to eliminate the institution of ownership, but merely to 

· remedy some of its abuses. Socialistic sentiment among the upper classes 
means only a "readjustment of ownership tinder some new and im­
proved method of control-not a contemplation of the traceless disap­
pearance of ownership." But with the higher industrial classes the owner­
ship preconception is becoming "obsolescent through disuse." The 
industrial mechanism requires thinking in terms of material cause and 
effect, and thus promotes scepticism of the institution of property-an 
attitude which Veblen describes as "an effortless iconoclasm." To the dis­
ciplinary effect of modern industrial requirements is to be attributed also 
"the highly irregular, conventionally indefensible attitude of the in­
dustrial classes in the current labour and wage disputes, not of an avow­
edly socialistic character." Similarly the materialistic industrial habits of 
thought are responsible for the breakdown of domestic life and morality 
and religion-institutions whose validity depends on the same conven­
tional or metaphysical grounds as those of the institution of ownership. 

The socialists were still interested in capturing Veblen, and The 
International Socialist Review, the wife of whose editor, A.M. Simons, 
was a student of Veblen, declared that, "whether considered as a scientific 
criticism of current economic thought, a biting satire on classical political 
economy, or as an exposition of socialist philosophy, this pamphlet must 
be admitted to be a masterpiece .••• It takes all the pet phrases of the 
classical economists of the colleges and uses them to make their teaching 
ridiculous. How any one of the professors who listened· to this talk could 
go back to their classes and continue their work with sober faces is hard 
to comprehend." 2 

In reviewing Schmollers Grundriss der allgemeinen Volkswirtschafts­
lehre in The Quarterly Journal of Economics, Veblen's criticisms of the 
best representative of the historical school were so similar to those that 
he had made against the main classical tradition as to suggest that 
Schmoller was merely a means for examining once more the dominant 
point of view. Veblen declared that the historical school does not adhere 
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to the canons of modem science but merely produces aphoristic wisdom 
and polemics concerning the beneficence of the present order. Its tacit 
metaphysics is a belief in the meliorative trend in the course of events. 
The historical school represents Hegelianism of the right, which was in 
vogue in those "circles within which lay the gentlemanly life and human 
contact" of its founders. The Marxians could develop their materialistic 
conception of history from this same philosophy because they were more 
fully conscious of the implications of their postulates and less naive in 
accepting the prevailing "Romantic commonplaces left by Hegelianism, 
as a residue in popular thought." But the uncritical Hegelians of the 
right attach no importance to environmental conditions or material 
exigencies, believing that these conditions must adapt themselves to the 
personal will of the dominant force. Their work is empirical or historical 
in the sense that it proceeds on "the Baconian ground of generalisation 
by simple enumeration." It is concerned with speculations as to the eter­
nal fitness of things, with statements of uniformity or of normality in 
conformance with the tacit postulate, rather than with statements of the 
causes at work in the situation. · 

When Schmoller reaches the existing situation, where "a dispassion­
ate analysis and exposition of the causal complex at work in contemporary 
institutional changes should begin," he turns from a genetic account, 
which would study the adaptation of institutions to modern exigencies, 
to an account of ways and means of maintaining the received cultural 
form. Thus he strenuously defends the present-day modified patriarchal 
household, instead of examining the economic exigencies which are forc­
ing a change in this traditional form; nor does he examine the con­
verse question, of similar importance to economic theory, of how the 
"persistence, even though qualified,· of the patriarchal family •. • • is 
modifying economic structure and function at other points or qualifying 
or accentuating the very exigencies ••• to which the changes wrought 
in the institution are to be traced." There is no causal analysis of the 
disintegration of traditional family life among the working population. 
The discussion of the family and of the relations of the sexes is marked 
by "unwillingness or inability to penetrate behind the barrier of con­
ventional finality." Schmoller declares that the gravest social effect of 
machine industry has been the creation of a large class of wage labourers, 
but he pushes the inquiry no further except to point out an increase in 
the comfort of the labourers. As soon as a question falls within the sweep 
of prevailing sentiment, it is settled by "the conventional standards of 
taste, dignity, morality, and the like." 

Schmoller speaks of the technically trained workman of machine in­
dustry as superior in character and efficiency to those of all other times 
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and places; but socialists are considered degenerate. The vital factor of 
the radical socialist element is, however, the technically trained popu­
lation, schooled in the discipline of the machine process. The only other 
factor of importance in socialism consists of the students of modern 
science. Schmoller declares that a high culture is characterised by high 
technical efficiency, and vice versa. Therefore, the socialist constitutes the 
high culture, and the proposed elimination of these bearers of techno­
logical know ledge would leave a low culture made up of the peasantry, 
the slums, the aristocracy, great and small. 

Characteristic of Schmoller's treatment is his discussion of modern 
business ·enterprise. He points out that it still retains the commercial 
spirit, that its motive force is the "self-seeking quest of dividends." He is 
at pains to show, however, that it is guided and hedged by considera­
tions not primarily of a self-seeking kind, so that he can demonstrate the 
beneficent working of a harmony of interests and thus show how "a self­
seeking business traffic has come to serve the interests of the community." 
He is interested not in the genetic problem, but in how to hold fast and 
foster the prevailing form of business enterprise. 

Veblen presented his point of view in his own journal through are­
view article of Chapters in the History of the Arts and Crafts Move· 
ment, written by his friend and colleague Oscar Lovell Triggs, secretary 
of the Industrial Art League. This attempt to rehabilitate the antiquated 
handicraft ideal was described by Veblen as a product of romanticism, 
"archaism," and "lackadaisical a:stheticism." Both on business grounds 
and for reasons of economy the scope of the movement is limited "to 
those higher levels of consumption" where economy is not important and 
"the goods must be sufficiently expensive to preclude their use by the 
vulgar." The industrial art method is too costly for modern business 
purposes and its products too expensive for general consumption. Busi­
ness exigencies "demand spurious goods"-that is, goods must cost less 
than they appear to-and "modern, that is to say, democratic, culture 
• • • requires low cost and a large, thoroughly standardised output of 
goods." Any vital reform movement in a:sthetic ideals must fall in line 
with the exigencies of the machine technology, which· is indispensable to 

. modern culture. "The machine process has come, not so much to stay 
merely, but to go forward and root out of the workmen's scheme of 
thought whatever elements are alien to its own technological require­
ments and discipline. It ubiquitously and unremittingly disciplines the 
workman into its way of doing and therefore in its way of apprehending 
and appreciating things. 'Industrial art' ••• which does not work 
through and in the spirit of the machine technology is, at the best, an 
exotic," without any chance of life "beyond the hothouse shelter of 
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decadent restheticism." The enduring characteristic of an art and industry 
movement is not an aristocratic ideal, but an "insistence on sensuous 
beauty of line and colour and on visible serviceability in all the objects 
which it touches. And these results can be attained in fuller measure 
through the technological expedients of which the machine process dis. 
poses than by any means within the reach of the industry of a past 
age." · 

At the university the College of Commerce and Administration was 
opened and a series of public lectures was given "by friends of the uni· , 
versity who have acquired reputation as practical men of affairs." Under 
the title, "A. Marshall on Economics for Business Men,'' 3 The Journal 
of Political Economy republished in the June 1902 issue Alfred Mar· 
shall's "A Plea for the Creation of a Curriculum in Economics and Asso· 
ciated Branches of Political Science, addressed to the Senate of Cam· 
bridge University, April 7, 1902." Veblen complained to a student that, 
although the university was continually erecting buildings, the library 
facilities were inadequate and he was not getting a living wage. I:Ie felt 
that President Harper, like Gilman, had learned to· a certain extent that 
" 'honesty is the best policy' even for a college president," but the uni· 
versity publicity was still distasteful to him. The city of Chicago he 
considered an ugly scramble of money-making. 

Beginning in I 899 there was a continued advance in commodity prices, 
accompanied by a "growth of industrial combinations . • • beyond the 
imagination of the previous decade," by "sensational speculation in se· 
curities and commodities," and by "overshadowing power" acquired by 
a "handful of immensely wealthy capitalists" through their banks and 
company affiliations. After a series of strategic manreuvres between the 
Carnegie and Morgan interests, the billion-dollar United States· Steel 
Corporation was organised. The incorporators made huge sums by a 
process which Carnegie once described: "They throw cats and dogs to. 
gether and call them elephants." The Morgan syndicate alone received 
from the sale of its securities a profit of $62,500,000 beyond its expenses 
and cash advances. The promotion of the corporation occasioned an out­
burst of speculation during April 1901 which was "something rarely 
paralleled in the history of speculative manias." Old and experienced 
capitalists, as well as younger men, "asserted publicly that the old 
traditions of finance no longer held," and that a new order of things 
must be reckoned with. "The 'outside public,' meantime, seemed to lose 
all restraint." The New York Stock Exchange was forced to declare a 
one-day holiday to give its members a rest. Newspapers were full of 
stories of hotel waiters and dressmakers who had won fortunes on the 
market. But the "poor man" was wiped out in 1901. The stock market 
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was almost wrecked by the battle for control of the Northern Pacific, 
between 1\lorgan and Hill on the one hand and the Harriman and 
Standard Oil interests on the other. The parties finally settled the dispute 
by organising a far-reaching holding company, the Northern Securities 
Company. l\1organ's power and personal authority were such that his 
will was now law with most of the Wall Street capitalists and institu­
tions. He "frankly and publicly avowed his belief in creating corpora­
tions with capital stock so large that existing managements could not be 
unseated." • 

Clark· asserted that the goal towards which society is tending is 
not socialism but a continuation of the beneficent competitive system. 
\V orkingmen's savings will grow and they will become conservative in 
their attitude towards property. "The world of the near future • • • 
will present a condition of vast and ever-growing inequality," but the 
poor will greatly increase their standards. "The capitalist may become 
too rich to sleep, while the labourer becomes so relatively rich that he 
can live in comfort" and peace. The best effect of this evolution will be 
moral. "When men can regard each other with respect and affection 
in spite of enormous differences of wealth, there will be some virility in 
their fraternal feeling." 1 

Meanwhile, after the assassination of McKinley, hatred and the de­
termination to punish anyone who might be charged with anarchistic 
leanings reached their highest pitch. Men were thrown into jail on 
the slightest suspicion of being anarchists, and radicals were deported. 8 

President Roosevelt in his message to Congress in December 190 I 
declared that natural justice assigns great gains to those who produce 
the most. Great enterprise benefiting mankind can exist only if great 
prizes are the rewards of success. Tremendous corporate fortunes are 
due not to "governmental action but to natural causes." Without the 
captains of industry the immense material development could not have 
occurred. "The slightest study of business conditions" will satisfy every 
intelligent person of the necessity of leaving unhampered these "strong 
and forceful men" devoted to business operations. Unrestricted business 
action is essential also in order to maintain this country's lead in "the 
strife for commercial supremacy" among nations. An attack on the busi­
ness interest inevitably endangers all. Disaster to great business enter­
prises works its worst effect on the labourers. The capitalist loses his 
luxuries, but the wage worker his necessities. Now, however, because of 
the great business leaders, labourers have never before been so well off. 1 

Veblen taught for one term a course called "Economics of Working­
men." According to the Register: "The purpose is to treat of efforts made 
to improve the conditions of workingmen, and the effect of co-opera-
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tion, profit-sharing, building associations, manual training, trades unions 
and the like." Veblen had already expressed himself on these subjects in 
The Theory of the Leisure Class, in his discussion of "Social Settlements" 
work as the propaganda of the leisure-class culture among the lower 
classes. The course itself, according to student notes, seemed to be con­
cerned with showing that teachers of received economics maintained the 
wage-fund doctrine and consequently believed that neither labour unions 
nor combinations of capitalists could so change the price of labour as to 
violate this economic law, that, in other words, the price of labour meas ... 
ures its efficiency. . · 

The Pennsylvania anthracite coal strike threw a more important ques­
tion into the limelight. Plants began to shut down for lack of fuel, and 
in Chicago people ripped up the wooden paving blocks. The entire 
Pennsylvania state militia was ordered into the mine region, but no coal 
was obtainable. John Mitchell, president of the miners' union, said that 
he would accept the decision of any arbitrators appointed by President 
Roosevelt, but the coal company operators, led by George Baer, .read 
to Roosevelt "a series of typewritten lectures, denouncing the strikers, 
refusing arbitration .•• and calling upon the President to send federal 
troops to support the operators." Baer, in writing what he intended to 
be an ironical response to a private appeal by a clergyman, said that 
"the rights and interests of the labouring man will be protected and 
cared for-not by the labour agitators but by the Christian men to whom 
God in His infinite wisdom has given the control of the property in­
terests of the country, and upon the successful Management of which 
so much depends." The minister naturally enough did not see the irony 
and turned the letter over to Henry Demarest Lloyd, who had the reply 
broadcast through the press. The community at large was not ready to 
admit that "God was on the side of the Great Industrialists." Darrow 
nicknamed Baer "George the Last," and the Hearst papers called him 
"Divine Right" Baer. In Chicago, Turnvereins and religious conferences 
aided and prayed for the miners, and in New York the Democratic State 
Convention declared for the nationalisation of the mines. Conservative 
senators were ready to authorise President Roosevelt to take control of 
the mines. Finally Roosevelt allowed Secretary of State Root to confer 
with Morgan on his yacht in New York. Morgan "realised that the 
country was holding him personally responsible and that the position of 
his lieutenants 'was untenable and must be given up.' " Three days later 
he informed Roosevelt that . the operators would agree to an arbitra­
tion commission appointed by the President. Organised labour demanded 
a representative on the commission, but the operators "were prepared 
to sacrifice everything," as Roosevelt said much later, "and see civil war 
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in the country rather than • • • acquiesce." The labour representative 
was to be E.E. Clark, head of the Brotherhood of Railway Conductors, 
and Roosevelt discovered that the dilemma could be avoided by calling 
him an "eminent sociologist." 

\Vhile the arbitration commission was making a preliminary examina­
tion of mining conditions, President Eliot of Harvard in a public speech 
called the non-union labourer a "good type of American hero." The min­
ers' representatives, including Louis D. Brandeis, Darrow, Lloyd, and 
Hourwich, arranged that over two hundred human products of mining 
conditions should appear before the commission. So terrible was the testi­
mony of this "moving spectacle of horrors" that the commission would not 
hear all of it. lloyd said to the commission: "These antediluvian captains 
of industry, who call themselves masters, walk on Market Street or on 
Wall Street as if it were Mount Ararat, and they were just landed from 
the Ark. Thanks to their incompetency, the supply of fire in our age of 
fire has been so disturbed that at least two years will pass before it be­
comes normal again. Their industrial sagacity has taken their industry 
and all industry away from its natural foundations on the everlasting 
hills and put it· on the thermometer and the weather-vane, where a south 
wind means life, a north wind means death." 

When the partially successful settlement was reached, 1100 vice­
presidents, representing all the labour organisations in Chicago, were on 
the platform in the auditorium to greet the "three Illinois Conquerors" 
-John Mitchell, Lloyd, Darrow. 8 

In the meanwhile Ghent's Our Benevolent Feudalism was making a 
stir. Ghent maintained that the concentration of wealth into great trusts, 
taking the labourer away from the land and making it impossible for the 
poor man to rise, was re~ulting in the evolution of society into a feudal­
istic state, a "morganisation of industry." The state was becoming a 
hierarchy of classes, with the industrial barons at the top, graded in 
respect of wealth. The prevalence of the seigneurial attitude was demon­
strated by citations from Veblen's "keen satire" in The Theory of the 
Leisure Cla.r.r, indicating that the aristocracy welcomes the industrial 
magnate, and that his vast wealth and love of ostentation have set the 
pace for lavish expenditure. The barons will act together for the sake of 
their class interests, shrewdly calculating what the traffic will bear and 
not overstepping this limit. Old-age pensions will be established, and 
wages and dividends so nicely adjusted as to prevent dissatisfaction. 
Ghent interpreted the acceptance of arbitration by the coal owners as a 
sign of the increasing reasonableness of the barons. 

In its original form as an article in The Independent, Ghent's argu­
ment occasioned a response from Clark. The trust magnate, Clark de-
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dared, has no baronial power because he is paid his price for a service 
rendered. That the so-called capitalistic system has continued until now 
and that its further continuance is regarded with toleration" is proof 
that it has not the essential quality which the word "feudal" describes, 
that is, an arbitrary rule destroying freedom or competition. This out­
come would be seen in the distance and "its approach will never be per­
mitted." Even though trusts may rob some groups, this is not feudalism 
since there is no physical subjection. Trusts have reduced the number of 
competitors, but competition still survives and wages are thus gauged by 
the productive efficiency of the labourers. "Competition is for ever as­
serting itself, and if hereafter it were to do no more than ·it is now 
doing," even this is sufficient to restrict "the power of great corporations 
within relatively narrow limits." In the community of the future there 
will be "great capitals and great labour unions, and the two ••• will 
• • • make the industrial commonwealth what it should be." 8 

In 1902 a number of magazines began publishing sensational articles· 
dealing with high finance and corrupt politics. Ida Tarbell's ruthless 
History of the Standard Oil Company appeared by instalments in Mc­
Clure's, and in Everybody's Thomas Lawson began publishing his sen­
sational experience under the title "Frenzied Finance." Cosmopolitan 
ran a long series of articles on "captains of industry," written by a suave 
and cynical group. Gifted writers like Lincoln Steffens and Ray Stan­
nard Baker investigated the sinister relations between the big business 
interests and political life, and between labour unions and business or­
ganisations. Veblen was busy on another book. He told Wesley C. 
Mitchell that its title was going to be The Captain of Industry: a Ro­
mance. 

With the departure of Miller for the University of California in 1902, 

Veblen taught his course on trusts, "Relation of the State to Industrial 
Organisation." It was Veblen's custom in this course to have a student 
take charge of the class and he himself would become a student, asking 
questions of the temporary teacher. One of them writes: "I recall three 
very strenuous days during which I took over the outlining of the build­
ing up of the capital structure and foundation of the Steel Trust by Car­
negie, Frick, and Morgan. He was a merciless questioner when he be­
came a student and caused me no end of discomfiture and created much 
merriment, mostly at my expense." 

Veblen, in reviewing Tarde's Psychologie economique, said that 
Tarde, although he had not assimilated it, had finally arrived at the "cen­
tral principle of modern psychology, which has been the common prop­
erty of American and English psychologists of the last generation, ever 
since Professor James broke away from the earlier empiricism" of Mill. 
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"The point of departure of modern psychological inquiry is the empirical 
generalisation that the Idea is Essentially Active," that thinking is an 
action. If Tarde had been able to make this concept his point of de­
parture instead of his conclusion, "his resulting theories of social conduct 
would of course not have taken the same form of expression." 

Ward published his Pure Sociology, which was not substantially dif­
ferent from his other books. Its title was meant to distinguish it from 
applied sociology, which Ward proposed to discuss in a later volume. 
"Pure sociology" does not apologise for the facts, does not extol or 
condemn them; it is not concerned with ethics or with what ought to be. 
Ward still retained the pleasure-pain calculus, .which he called social 
mechanics, and again he asserted that the love of money is the root of all 
the good there is in material civilisation. But he presented the defects 
of the modern system in less obscure language than heretofore, and spoke 
of "the vested interests" standing behind the politicians, the demagogue, 
the press, and the law, determining public opinion. 

"Fashionable society consists wholly in sham, quackery reigns in the 
professions and charlatanism in scientific bodies." Strategy in warfare is 
an act of deception, and so also is diplomacy between nations. Business is 
of the same character. "Falsehood permeates business, and as you look 
out a car window, the rocks and trees are placarded all over with lies." 
Most advertisements, other than mere announcements for public infor­
mation, are "intentional deceptions." The superlatives "as 'the best,' the 
strong words as 'superior,' and the word 'only,' almost always occurring 
in them, are simply falsehoods, and society would be justified in for­
bidding their use as devices for 'obtaining money under false pretences.' , 
Declaring that the "philosophy of advertising" is yet to be written, Ward 
remarked: "Economists know of course that the cost of advertising is 
added to the price, and it belongs among the facts of 'aggressive com­
petition' which increase instead of diminishing prices." Extensively ad­
vertised articles are lower in quality than others in order to cover the 
cost of advertising without making the price appear competitively too 
high. "Mr. Veblen," said Ward, "with remarkable penetration applies 
the term 'predatory' to the leisure class and points out that the methods 
of the 'pecuniary occupations' even today are at least 'quasi-predatory.'" 

The book, according to Ward, was not calculated to please the "vested 
interests," and the "subsidised press" showed little interest. It was sup­
posed to have been discussed by a group of writers in Small's journal, 
but Ward wrote friends he felt that Small "is under instructions from 
the capitalistic censorship that controls the University of Chicago." "I 
do not· of course suppose that Rockefeller or Yerkes descend to petty 
censorship, but such things are always put in the hands of some clique 
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of small men adapted to manage them, such, for example, as Mrs. Stan­
ford's San Francisco advisers, and the institution is at the mercy of 
these." 10 Upon receipt of a copy Veblen wrote Ward: "The book needs no 
commendation from me, but I want to express something of the interest 
and admiration with which I have read it. It has helped me greatly 
towards certitude and precision in many ideas that have been present in 
an undefined manner in my own conceptions, besides giving a comprehen­
sive grasp of social development on lines wliich no other writer has been 
bold enough to follow but which must become decisive for the trend of 
sociological research in the nearest future. The range and volume ·of 
materials, as well as the perfect control of them, are fairly beyond the 
aspirations of lesser men." 

In The Journal of Political Economy he called it a "great treatise" and 
declared that only a lifelong specialist could presume to pass upon a book 
which "presents a system wrought out symmetrically and in detail, with 
the maturity and poise of half a century's unremitting work and with the 
fire of unfailing youth." Of the chapters on the characteristics of 'business 
he said: "The sections on 'Indirection' offer a bold analysis of the motives 
and methods of business traffic, of which the dominant note is given by 
the proposition • • • that 'deception may almost be called the foundation 
of business.'" Veblen did not point out that this statement appeared 
in close proximity to a similar point cited from The Theory of the 
Leisure Class. In concluding Veblen declared that, for "economic pur­
poses, Dr. Ward's views on 'The Socialisation of Achievement' ••• 
converge to the outcome that the trend of cultural growth sets inde­
feasibly towards collectivism, towards which he finds, on an analysis of 
the available data, that the most advanced of the industrial peoples have 
made the most substantial approaches." 

In reviewing John Hobson's Imperialism Veblen again paid practically 
no attention to the writer's adherence to the traditional point of view. He 
praised the book, and, by making citations without comment, gave the 
impression that Hobson was discussing imperialism as the struggles and 
activities of the modern captains of industry, with the subject working 
populations as the enslaved peoples. Imperialism and popular govern­
ment are incompatible in spirit, policy, and method. The output of in­
dustry cannot be entirely disposed of at profitable prices because there 
is a "very unequal distribution of income," which leaves the masses un­
able to satisfy their reasonable needs. "Since the income from the larger 
holdings of invested wealth exceeds the consumptive powers of the 
holders," there results an automatic accumulation of wealth in the hands 
of the large possessors, and the increment cannot be invested within the 
community at rates as profitable as before. Thus opportunity for invest-
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ment is sought elsewhere under the protection of the flag. The cost of 
this expansion exceeds by several hundred percent the gains of the 
business interests. "The ever-recurring contention, apparently indispu­
table, is that at an exorbitant cost to the nation at large certain business 
Interests derive profit" ~nd that this profit is of no benefit to the com­
munity. Contrary to the Darwinian jingoists, such as Karl Pearson and 
Giddings, the effect of imperialism is to deteriorate the conquering race 
and, even more, the subject people. In return for the nation's "extrava­
gant feeble-minded trade policy," for its investment. in vast armaments 
and adminis~tive expenses, its politics become demoralised and its people 
degraded. 

In the same issue of Th~ Journal of Political Economy appeared are­
view of Maurice Lair's L'lmperialism~ alle1nand which is unsigned but 
bears all the earmarks of having been written by Veblen. He summarised 
the argument as if an imperial nation with its policy of commercial and 
military expansion were a great corporation. "Germany as a commercial 
world-power, and therefore also as a military world-power," has seen 
its best days. "The thirty-years' period of prosperity has been of the na­
ture of a speculative inflation, the advantages of which have inured to 
the large capitalists and have not been balanced by any comparable ame­
lioration" of the masses. The result is political instability, class antag­
onism, and moral deterioration. 

Veblen accorded Sombart's two volume Der moderne Kapitalismus 
more favourable treatment than he had given his Socialism and Socialist 
Mo'Clements. He deprecated its cavalier air of conviction and self­
sufficiency, its vituperative style, and its excessive detail. But it is. a blend­
ing of "the historical outlook with Marxist materialism" and, unlike 
the work of the sterile adherents of the historical school, it "aims at an 
explanation of the economic situation in causal terms." It is "a genetic 
account of modern capitalism; that is to say, of modern business enter­
prise, as an English writer might phrase it." "Characteristic of Mr. Sam­
bart's point of view, and significant of the aim of his inquiry, is a careful 
distinction with which he sets out between business and industry." Veblen 
does not point out, however, that Sombart used this distinction prin­
cipally to show the usefulness of big business. 

Veblen felt nevertheless that Sombart did not break as completely 
from the historical approach as is required by the modern scientific point 
of view. In examining "the capitalist spirit, the habit of mind involved 
in diligently seeking gains for gain's sake," Sombart commenced with 
Germany and Italy instead of taking the British and American situation 
as the typical, central body of the development, "by comparison with 
which the ramifications of business enterprise through the rest of the 
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industrial world are best to be appreciated." It is true that in these earlier 
economies the transition was "effectively made, from the medieval spirit 
of handicraft and petty trade carried on for a livelihood and governed by 
corporate regulations designed to safeguard a livelihood, to the modern 
spirit of capitalistic investment for a profit, governed by some measure 
of free contract and presuming freedom of competition." But business 
enterprise died out in those areas when <'the era of politics, wars, and 
church dissensions set in." The "New Legal Basis," to use one of Som-, 
bart's chapter headings, is "the system of natural liberty; that is to say 
. . . the inviolability and equality of property rights, freedom of con­
tract, free competition," and "this institutional foundation of business 
enterprise is embodied in the English Common Law • • • and is to be 
found ingrained in the common sense of all English-speaking peoples 
and prevails nowhere else in anything like the same degree of consistency 
and tenacity. Institutionally speaking, the British natural-rights develop-. 
ment affords the only practicable foundations for a consummate business 
life, and the other peoples of Western Europe are oil this head borrowers 
and imitators of the British, driven in good part by the exigencies im­
posed by British competition." Those communities whose institutional 
situation practically comes nearest the British natural-rights pattern 
"are the most fortunately placed for purposes of business enterprise." 

The material foundation of modern business enterprise-the technol­
ogy of the machine process-is also of English ·derivation. "The habit 
. . . of consecutive and aggressive thinking in terms of the machine 
process is not confined within the limits of English speech," but its bold­
est and · widest application lies within those limits, and this. habit of 
materialistic thinking is "the spiritual ground of the modern techno} .. 
ogy." Consequently "business methods and business enterprise .•. have 
reached their freest swing and their maturest expression among the 
English-speaking peoples." By taking the essentially outlying German 
business community as the subject of inquiry, and "the main (English) 
line ... only by way of qualification," Sombart obtains a "less clear 
insight into the working of the mechanism." 

Veblen made the same criticism against two Belgian authors, Jules 
Gernaert and Vicomte de Herbais de Thun, who contended that combi­
nations were in the public interest and that their success depended on their 
having a proper legal form and a long term of life. Veblen said that for 
American purposes and probably in many cases for European purposes 
the conditions might better be phrased: "Any effective coalition will turn 
out to be legal"; and "An efficient coalition will last as long as it proves 
itself a business success." The naivete of the authors is due to the fact that 
they view their subject matter from the "old-fashioned business situation 
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that prevails in Europe, as contrasted • • • with the maturer business sit­
uation of America." 

In a review of S. Tschierschky's Kartell und Trust, Veblen addressed 
himself to the author's contention that massive business combinations are 
a necessary outcome of the current individualistic business method. He 
declared that Tschierschky's belief in the cartel as the best expedient for 
continental industry was due to the fact that on the continent businessmen 
identify themselves with only one concern, a practice which gives these 
organisations "a quasi-personal character'' much greater than that which 
prevails in the American or even the British. Thus the former have "a 
degree of initiative and consistent business policy" which the latter fre· 
quently lack. 

Veblen referred to Mead's work on the United States Steel Corpora­
tion, but he cited it in a fashion not altogether expressive of Mead's point 
of view. "It is, as has been argued in detail by E.S. Mead in the case of 
the United States Steel Corporation, e.g., to the interest of the individual 
businessmen concerned to overcapitalise the corporation, in the sense that 
a large nominal capital will yield larger net gains to the promoters and 
to the former owners of the underlying companies; although the resulting 
corporation as such may not gain, or may not gain proportionately." The 
high capitalisation may "easily lead to a discrepancy between capitalisa­
tion and earnings," and thus "to cut-throat competition and eventual over· 
production and crisis .. " Consequently trusts may operate "at the cost of the 
rest of industrial community, by throwing the pressure of competition on 
the rest through price variations and the like, and so bringing on a general 
depression which may,in the end spread even to the industries within the 
trust." 

Veblen, in his reviews of books on depressions, reiterated his distinction 
between industrial and pecuniary conceptions of capital. Theodore Bur­
ton's popular Financial Crises and Periods oj Industrial and Commercial 
Depression attributed crises to a waste or excessive loss of capital, or to its 
excessive absorption in enterprises not immediately remunerative. Thus 
the "shrinkage of the market values of securities and other investments is 
taken to signify a loss of material means of production." By this pecuniary 
or "Hibernian logic" Burton contends that the dismantling, destruction, 
or decrease in efficiency of plants results in large losses, in spite of the 
fact that it is made necessary by the competition of improved machinery 
and occurs in countries where there has been the greatest increase in 
wealth; that is, "a waste of means of production [is] taking the form of 
an increased aggregate efficiency of the means of production." 

Ludwig Pohle, on the other hand, in his Bevolkerungsbewegung, 
Kapitalbildung und periodische Wirtschaftskrisen, traced the periodicity 
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of crises and depressions to "psychological grounds, to the cumulative 
change of animus in the undertaking class; that is to say, these phenomena 
are essentially of a speculative nature." But according to Pohle the funda­
mental factor is a material one, namely, the increase in the working-class 
population. This increase diverts to consumption savings which might 
have been capitalised, and as a result there are insufficient funds to 
"capitalise," or finance, the necessary increase in productive goods. Con­
sequently, with further increase in population, occurs a reduction in em­
ployment which is the substantial fact of depression. Veblen argued that 
on the basis of Pohle's discussion "the funded value of the productive 
goods in question should be competent, through the introduction of credit 
relations, to pay for and, therefore, to capitalise, these goods." The work­
men could secure a remunerative employment and the necessary increase, 
in consumption goods would be forthcoming. Thus the factors to which 
Pohle traces depression should on "his own interpretation of the facts, 
result in brisk times." 

In the decennial publications of the University of Chicago, Laughlin 
and Veblen presented their radically different theories of modern credit. 
Laughlin once more described credit as the "evolution of a refined sys­
tem of barter." He considered it self-evident that the function of capital 
is to bring present goods to the producers whose efforts end in the future. 
Credit was invented to aid this process, but it is not itself capital, since a 
transfer of goods is not a production of them. This control of other peo­
ple's capital by men of affairs is a natural desire "growing out of the 
evolutionary processes of industry." Credit transactions involve trans­
ferable goods and property, and confer the right of destruction in the 
process of repayment. Thus a lease is not considered a credit transaction, 
nor is an obligation for the future delivery of personal service. 

Credit enables a manufacturer or producer to coin his command over 
goods or sums due into general purchasing power for further production. 
This coining of property into a means of payment or a means of deferred 
payments is performed by banks and similar investment institutions where 
savings collect. Since these institutions place in the circuit of production 
a vast amount of property and commodities which would otherwise re­
main inert, their work is in the category of "the progress of the arts." 

The nature of credit is obscured by the fact that credit transactions are 
in money terms. Only a portion of the community's wealth is, or ought 
to be, invested in its money machinery, since "money itself is barren." 
In the ceaseless circuit of goods, in which each exchanges his surplus for 
other commodities desired, men do not want money itself. Every intelli­
gent manager keeps his money supply at a minimum, since "it earns no 
interest." Hence the desire to invest it at once. The test of normal credit 
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a.nd sound banking is the repayment of the "obligation. An increase of 
credit is not to be feared, and cannot raise prices, since it is essentially an 
exchange of goods. But abnormal, illegitimate, speculative credit is the 
coining of goods a.nd property to an amount greater than the market­
able values actually owned by the borrower, and it means that at maturity 
repayment cannot be made. It raises general prices and provides the 
situation for commercial crises and a sharp decline in values. In the 
crash normal credit may change into abnormal credit, but the "panic 
demonstrates that credit transactions are really based on goods," the fall 
of prices indicating a return from abnormal to normal credit.tl 

Veblen called his monograph "The Use of Loan Credit in Modern 
Business," and it shows a close connexion with his previous discussion of 
the promoter's advantage as opposed to that of the corporation and the 
community. Once again Veblen is concerned with the dissociation of 
modem industrial life and modem capital; here his main argument is 
based on the concept of modern business capital as the capitalisation of 
prospective earning capacity. 

In the beginning Veblen disclaimed a.ny intention of disturbing the 
established theory of credit, declaring that he wished to examine only the 
subsidiary problem of credit as an expedient in the quest for profits, in 
other words, the general consequences of credit extension on the conduct 
of modern business and the working of the modern industrial system. 

· His inquiry was to be concerned not with deferred payments in the 
purchase and sale of goods-a type of credit characteristic of small enter­
prise-but with loan credit, such as debts, notes, securities, call loans, 
characteristic of modern corporate enterprise and finance. . 

Contrary to the assumption of economists and men of_ affairs, said 
Veblen; credit is necessary not to modern industry but only to modern 
business competition. It is assumed that credit gives the discretionary 
control of industry to more competent hands, but the great captain of 
industry is more competent only in the sense that he may permissively 
countenance improvements as well as retard them. Credit is rooted in the 
modern institution of property, and thus, under modern industrial condi­
tions, the so-called abnormal or illegitimate use of credit is inevitable. 
This "abnormal" credit, exemplified in liquidations and panics, cannot 
easily be distinguished from normal credit. The former results in an in­
ability to pay maturing loans and interest on securi~ies without cutting 
into paid-up capital or reducing earnings much below a reasonable rate. 
Normal credit changes into abnormal credit without any overt action on 
the part of a borrower, as, for example, when there is a great fall in the 
value of the collateral for a call loan. The conditions of competition make 
it necessary for all business managers to take advantage of the pros-



AND HIS AMERICA 1.17 

pective profits to be gained &om increased credit and the subsequent in­
crease in business operations. But the net effect is that the earnings of 
capital plus credit are no greater than was received before on capital 
alone. Funds provide the borrower with a differential advantage in bid­
ding against other businessmen for the control and use of material 
processes and material, but the competitive demand for credit, while 
increasing the volume of business capital, does not in the aggregate in­
crease the volume of industry. Of course a speculative inflation may, 
through a rise in prices, lead indirectly to an increased use of industrial 
equipment, but this secondary effect of credit extension belongs primarily 
in a theory of industry, not in a theory of .modern business. In the theory 
of business, funds are a pecuniary fact, not an industrial one; they are 
important in the control of industry, not in its mechanically productive 
work. Loan credit serves to widen the . discrepancy between business 
capital and industrial equipment. Competitive bidding raises the values 
of the material items and thus provides further collateral for further 
credit extension to increase business operations, and the process in effect 
is repeated ad infinitum. Thus the extension of credit is based not on ma­
terial efficiency but on "the putative stability of the money value"-market · 
or exchange value, price-"of the capitalised industrial material whose 
money value is cumulatively augmented by this extension itself." This 
cumulative enhancement of capitalised values does not increase the gross 
profits, as counted in terms of material wealth or ''permanent values," 
since creditors outside the industrial process must be paid interest on 
funds which in the aggregate represent no productive goods and have no 
productive effect. This process of inflation turns eventually, however, 
into liquidation. . · 

· The money value of the collateral is presumed to be its capitalised 
value, computed on its supposed earning capacity, but at some point it 
becomes apparent that there is a discrepancy between money value and 
capitalised value. The nominal value of the earnings "is not increased in 
as strong a ratio as that of the business capital," since the demand which 
regulates the value of the product "is not altogether a business demand 
(for productive goods) but is • • • in the last resort mainly reducible 
to a consumptive demand for finished goods." In a footnote Veblen 
declared that the market value of the output does not keep pace with the 
inflation of capital, because incomes do not increase correspondingly. If 
incomes are augmented, the expenses of production are increased and 
the inflation of values for consumption goods is destroyed, leaving only 
the advance in production goods values as a source of increased earnings. 
Liquidation then sets in to enforce a rerating on earning capacity, but if 
there were no "competitive investment in industrial material on a large 
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scale," the liquidation would not occur. In the liquidating period bad 
debts are written off, and the remaining "gain represented by the credit 
inflation, goes to the creditors and claimants of funds outside the industrial 
process proper,'' Thus the final outcome of a period of liquidation is a 
redistribution of property, to the advantage of the financiering group. 

"But the extension of credit need not take on the cumulative character 
which it bears during a period of speculative advance, or 'rising pros­
perity ,' unless some effective disturbance of prices and of the market 
outlook comes in to heighten the incentives that lead businessmen to 
compete for loans." This disturbance and its opportunities furnish the 
work of the modern captain of industry and form the background of 
modern credit. It is this question that Veblen discusses in the second part 
of his monograph. 

In modern business, capital means the capitalisation of presumptive 
earning capacity, and consequently it involves the use of all feasible credit 
expedients, and fluctuates with the prevalent presumptions as to the cor­
poration's earning capacity and solvency, and the good faith of its gov-· 
erning board. In the ideal modern corporate organisation, with its 

· elaborate structure of securities, the old-fashioned distinction between 
capital and credit is illusory. The entire capital, including the whole of 
the material equipment, is placed on a credit basis. Even the cost of 
printing the securities is met by the sale of stock. In a well-financed cor­
poration the questions of "stock watering" and over-capitalisation are 
immaterial. The common stock is nothing but "water"-under the name 
of "good will," and "over-capitalisation" can mean over-capitalisation 
only in relation to earning capacity. The adjustment of capitalisation to 
earning capacity can be made only through the market quotations of the 
securities, since capitalisation is a question of value and market quotations 
are the last resort in such questions. Most of the securities offered as 
collateral for credit extensions, and thus furnishing the means of pay­
ment, "are evidences of debt, at the first remove or farther from the 
physical basis, instruments of credit recording a previous credit ex­
tension." 

In the beginnings of corporation finance, as in railroad financing for 
example, the process of expansion by means of debenture credit took 
some time, but today a corporation starts with a fully organised capital 
and debt. A coalition furnishes the best means for this credit financing. 
The avowed motive in the formation of the trusts is increased industrial 
efficiency, but this motive does not affect the function of modern credit. 
The real inducements are the presumptive gains of the promoter who 
is the prime mover; the gains of the stockholders are secondary. The work 
of these great captains has grave industrial consequences, but it is not of 
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an industrial nature, since it is not concerned with efficiently running the 
industrial processes. The campaign of business strategy which the modern 
captain of industry finds necessary "runs, in the main, on credit relations, 
in the way of financial backing, options, purchases, leases, and the isslla.nce 
and transfer of stock and debentures." The strategic use of credit differs 
from old-fashioned investment, because the time element is relatively 
unimportant and the share of the financiers is calculated not as profits, 
percent per time unit, but as bonuses, determined mainly by the volume of 
the turnover. Their share of gain is in effect added to the capitalisation, so 
that in the language of old-fashioned business the interest due the creditors 
is incorporated in the capital. . 

A large proportion of the nominal capital of a trust or holding com~ 
pany is composed of the capitalised good will of the concerns in the 
merger and to this extent it has no aggregate industrial effect. It is a 
capitalisation of the differential advantages possessed by the several con­
cerns as rivals in business, and is useful only for competitive business ends. 
When the rivals are merged, it ceases to be materially useful to the 
corporation. To this aggregate of essentially imaginary good will is added, 
a good will imputed to the consolidated organisation. The properties of 
the various parties are equalised by raising the nominal shares of each 
in the capitalisation. It is only to a fractional and·uncertain extent that 
the values are based on material goods. 

Thus the modern captain of industry brings about in a short time an 
inflation of capital values which might come about gradually in the 
course of business competition, and achieves without any increase in ma­
terial equipment an advantageous redistribution of ownership like that 
which occurs in a period of liquidation. In some .respects the trust maker 
is a substitute for a commercial crisis. The effective value of the new 
corporation's business capital, as indicated, of course, by the market 
quotations rather than by its face value, will suffer no permanent shrink­
age if its "monopoly advantage (good will) is sufficient to keep its 
earning capacity up to the rate upon which the capitalisation is based." 

In reviewing this monograph The International Socialist Review said: 
"It is always difficult in Professor Veblen's work to determine ••• just 
how far he is poking fun at the orthodox political economist," but con­
cluded that "the essay is certainly the most keen analysis of modern 
trust financiering . • . ever published." 

Veblen sent a copy to Mrs. Gregory, and in answer to her comments 
wrote her on June 27, 1903: "Had I known that my pamphlet would 
disturb you and make you less happy, it should not have been allowed 
to do mischief. • • • The pamphlet is a chapter out of a prospective book, 
which has this week gone out to seek a publisher. You may have seen 
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enough to criticise in the pamphlet • • • but the book, I am credibly told, 
is still more 'beyond,' or, as my friends who have seen it say, beside the 
point. Its name is the Theory of Business Enterprise-a topic on which 
I am free to theorise with all the abandon that comes of immunity from 
the facts." 

In 1904 the main title of Veblen's course on trusts was changed to 
"the Organization of Business Enterprise." With the public outcry against 
the trusts at a fever-pitch, Veblen published in the March issue of The 
Journal of Political Economy an article entitled "An Early Experiment 
in Trusts." In this essay he returned to the anthropological approach 
which he had used in much of his previous work, but the discussion of 
the rise of trusts among the early Vikings is developed in the language 
of modem capitalistic organisation, with its wage labour and strategy of 
the stock market. 

The culminating achievement of the spirit of adventure and enter­
prise characteristic of the peace-disturbing dolicho-blond, declared Veb­
len, is his dominance in business, "and its most finished instrument is the 
quasi-voluntary coalition of forces known as a Trust." This spirit of 

·enterprise has maintained a "consistent character through all the muta­
tions of name and external circumstances that have passed over it in the 
course of history. In its earlier, more elemental expression this business 
spirit was of the nature of "raiding, by land and sea," essentially a cor­
poration in piracy and slave trading. For such traffic there was necessary 
a "regular market and an assured demand for the output." A relatively 
large investment had to be sunk, and the period of turnover, the period 
of production, was necessarily long; the risk was also large. Certain 
technological requirements had to be met, including the ,manufacture 
of weapons. An adequate accumulation of capital goods was necessary, 
coupled with a spirit of exploit and an available labour supply. 

In the course of time the Viking enterprise became transformed from a 
mere "agreeable and honourable diversion" of well-to-do freehold farm­
ers, and a "lucrative employment for their surplus wealth and labour 
supply," to the status of a primary occupation, with a "settled business 
routine and a defined code of professional ethics." The earlier combines 
were of the nature of loose pools. A combine would be formed for a 
season between two or more capitalist undertakers, and they employed 
primarily their own capital, although credit arrangements occasionally 
occurred. The permanent form of syndicate arose mainly from an in­
crease in the volume of trade and its territorial extension. The technique 
of trade gradually improved, and there was an increase in the volume of 
capital invested, with equipment and management reduced to standard 
form. But overproduction and over-investment were the result, and with 
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them cut-throat competition among the corporations. Violent conflicts 
destroyed a number of the corporations, and there occurred great losses 
of capital, the impoverishment of some great families, and demoralisa­
tion of the trade. 

The coalitions, moreover, encountered the disfavour of the governing 
authorities. The business has grown so large that the moderately well-off 
did not possess the intangible assets or good will necessary for the success­
ful promotion of "a new company of freebooters." At best their sons could· 
become only employees and they had few opportunities to rise speedily 
to executive positions. As the VIking coalitions grew, and as competition 
became more severe, the blackmail composing the major share of profits 
grew more excessive and more uncertain and fluctuating. With the dis­
appearance of the small VIkings and the demoralisation accompanying 
cut-throat competition, the livelihood of the common people, at whose 
expense the VIkings lived, "grew progressively more precarious, and even . 
their domestic peace and household industry grew insecure." Thus law 
and order were threatened by popular resentment against the traffic, and 
politicians were forced to make a show at ''trust busting"; but the big stick: 
was usually administered to the smaller corporations, not to those of 
national importance. These VIking combines were useful for war pur­
poses and brought money into the country, and therefore the politicians 
made a show of attempting to regulate their activities without disabling 
them. But the regulation inevitably failed, and severe competition 
brought such excesses that the politicians were obliged to do something 
about it. 

It became plain that only a combine having an effective monopoly 
could prosper. The trade in eastern islands had-less of a speculative air 
than that in western islands, and it had that look of stability and con­
servative management which belongs to an investment business, thus 
providing the proper ingredients for a combine. As may often happen 
in such a conjuncture of intolerable competition, "there arose a man of 
far-seeing sagacity and settled principles, of executive ability and business­
like integrity, who saw the needs of the hour and the available remedy, 
and who saw at the same glance his own opportunity of gain. • • • He 
was a man of mature experience, with a large investment in the traffi~ 
and with a body of 'good will' that gave him most decisive advantage." 
He became the first president of the great new corporation, and was given 
extreme powers for the enforcement of the strict laws concerning the 
discipline of the personnel and the division of earnings. A charter was 
granted by the New Jersey of the day, on condition that the company 
prey outside of its area, and a fortified apparatus was set up. In his long 
occupancy of the office the promoter exercised his power with great busi-



2U THORSTEIN VEBLEN 

ness success. ''This neutral, international corporation of piracy rapidly 
won a great prestige''; that is, its intangible assets, originally composed of 
the franchise of the good will of the promoter and the underlying com­
panies, "grew npidly larger." Its policy was essentially that which has 
since become familiar in other lines of enterprise, except that in those 
days "the competitive struggle took a less sophisticated form." Syndicates 
that were sufficiently strong were allowed to submit to the terms of the 
trust and were brought into the combine; others were forced out or wiped 
out through bankruptcy. The trust virtually dictated the terms of trade 
and it became a factor of first importance in international politics. But its 
attempt to become too thoroughly imperial by subjugating alien com­
munities was unsuccessful, largely because of miscalculation, untoward 
incidents, and hurried preparations. Its affairs were brought to a spectacu­
lar crisis from which it never fully recovered. Other factors in the trust's 
collapse were its lack of discipline and its arbitrary exactions as it became 
supreme, but the primary reason was the collapse of the slave trade with 
the introduction of Christianity, for without a slave market there was 
no chance of reasonable earnings. 

The same month that this article appeared Hobson wrote Veblen 
asking: "When will your book on Business be out? I am trying to put to­
gether an elementary textbook of economics (general) and shall expect 
to get some definite assistance from your book." Shortly afterwards Veb­
·ten published The Theory of Business Enterprise, himself paying the cost 
of the plates and the composition. 



CHAPTER XIV 

T
HE Theory of Business Enterprise is essentially an expansion 
of "Industrial and Pecuniary Employments." Authoritative 
evidence as to the nature of corporation finance was scarcely 
available when Veblen was writing The Theory of the Leisure 

Class, but now such data were at hand in the nineteen volumes of the 
Report of the Industrial Commission. 

As in The Theory of the Leisure Class, each chapter of this book seems 
to harp on the same theme, but the illusion of an unfolding story is not so 
well maintained, with the result that the chapters appear disconnected, 
each complete in itself. Furthermore, the use of numerous mathematical 
formul:e in lengthy footnotes which repeat the text, a practice needless 
except perhaps for strategy, and the highly involved and in part repeti­
tious analysis in three chapters in the middle of the book, act as an effective 
check on full appreciation of the argument. Veblen seems to have used 
the footnotes to state his main points instead of for reference purposes, 
but these points are expressed as if they were exceptions to the argument 
of the text. Another source of confusion arises from the apparent digres­
sions into the "genesis" of such prevailing institutions as capital with no 
clear indication that genetic explanation means causal explanation. Thus 
it is difficult to appreciate the fact that Veblen is actually concerned with 
the modern institution of business and with the non-existent circumstances 
which the community still believes to prevail, as evidenced in its adher­
ence to the institution; that he is concerned, in other words, with the way 
in which the acceptance of the institution gives rise to a state of affairs 
contradicting its presumed foundations. Also, although this, too, is not 
clearly indicated, the centre of the discussion is great corporate enter­
prise, not such pre-capitalistic forms of industry as farming, petty trade, 
handicraft, and small business in general. 

The organisation of the book follows so closely that of the earlier book 
and the Quarterly essays that it seems on first impression to be only a 
restatement of The Theory of the Leisure Class in more pecuniary terms. 
"An Early Experiment in Trusts" and "The Use of Loan Credit in Mod­
ern Business" play the same role for The Theory of Business Enterprise 
as do the supposedly anthropological articles for The Theory of the 
Leisure Class, the articles giving in succinct form the theoretical premises 
of the books. "The Economic Theory of Woman's Dress" and "Dress as 
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an Expression of the Pecuniary Culture" develop the wastefulness of 
. modern dress as an expression of the modern pecuniary culture; "The 
Use of Loan Credit in Modern Business'' develops the nature of mod­
ern credit, or capital, as an expression of modem business enterprise. The 
articles on dress sketch a theory of fashion as the ever-increasing dis­
turbance of comfort through the conflicting dictates of the :esthetic sense 
and the canon of conspicuous waste; the article on credit sketches a theory 
of business cycles as the ever-increasing disturbance of material welfare 
through the conflicting dictates of material needs and processes and the 
canons of modern capitalisation, as typified by that ideal development 
of modern business, the trust or holding company. In the first the re­
quirement of conspicuous leisure acts to outlaw material welfare; in the 
other capitalisation widens the discrepancy between modern capital and 
industrial efficiency. 

The similarity of the concepts, if not the content of these various works, 
suggests that they were all in Veblen's mind at the same time. Thus he 
declares that in the mature development of received economics the 
formulation of its preconceptions has reached such a stage of refinement 
and intangibility that not only does it have nothing to say concerning the 
material welfare of the community, but it shows no understanding of the 
self-seeking interest of the pecuniary individuals. The science is taxonomy 
for taxonomy's sake. . 

· In the mature development of the predatory culture the instinct of 
sportsmanship reaches a point not only of almost complete elimination 
of the naive instinct of workmanship but of aimless fatigation. For the 
modern barbarian the institution of property becomes so intangible that 
it cease$ even to serve his comfort. In the ideal development of the in­
stitution of the leisure class its members even suffer pains and mortifica­
tion in obedience to the inscrutable requirements of conspicuous waste. In 
the maturity of business enterprise the great captains, as well as the com­
munity, suffer losses in material values, though not necessarily in funds, 
in their obedience to the inscrutable pecuniary dictates of the capitalisa­
tion process. The result is an elimination of received economics, of the 
institution of the modern leisure class, and of business enterprise, and the 
return to a more archaic economics, to the predatory stage proper, and 
to a feudal regime, unless the discipline of the machine process can 
effect an evolutionary economics, the reassertion of the naive instinct of 
workmanship, and socialism. 

So interrelated are the various works that each of them appears to con­
tain the themes of the others. Veblen seems to be playing a number of 
melodies at the same time, all of which are the outgrowth of the in­
compatibility between the discipline of the modern industrial process and 
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that of the modem business process, and all of which have their pivotal 
points in "Some Neglected Points in the Theory of Socialism" and "The 
Army of the Commonweal." If the term "system" is to be· applied to 
Veblen's work, then The Theory of Business Enterprise completes his 
"system," in the sense that it completes the cycle of thought of the 
Quarterly essays and The Theory of the Leisure Class. Thus the argu­
ment of the "beginnings of ownership" as deriving from the ownership­
marriage relation of female captives outside the tribe and eventually 
developing into conventionalized seizure of wives from within the cor­
porate unit, is to be completely understood only in the light of the rela­
tionship of the financier to the material welfare of the community and 
then to the corporation, as sketched in this book. Only in the light of all 
of Veblen's previous work, therefore, can the full implications of The 
T l1eory of Business Enterprise be understood. 

The discussion does not avowedly run in terms of the incompatibility 
between the impersonal and the animistic point of view, or of that be­
tween the savage and the barbarian, or of that between industrial capital 
and modern business capital, but in terms of the incompatibility between 
investment for profit and the machine process. These are the characteristic 
features and dominating forces of the modern ecqnomic organisation­
"the 'Capitalistic System' or 'Modern Industrial System,' so called." 
· The scope and method of modern industry are given by the machine. 
The machine process implies and enforces a sweeping standardisation of 
processes, goods, services, and consumers. Mankind, in order to get along 
with the machine process and reap the benefit of its efficiency, must adapt 
itself to its impersonal, standardised requirements. The machine process 
denotes a reasoned procedure as against the rule of thumb of the tradi­
tional scheme of control, where personal propensity is the dominant fea­
ture and where the industrial processes and material procedures must 
adapt themselves to the needs of the big businessman. Advance in in­
dustrial efficiency is due to the comprehensive, concatenated character of 
the e.ntire process, and the economic welfare of the community is best 
served by a facile and uninterrupted interplay of its various parts. 

But the great gains of the modern captain are made in disturbing the 
delicate interstitial adjustments between plants and processes. Great 
profits are achieved not from productive efficiency, but from shifts in the 
distribution of ownership in vendible capital or securities. The modern 
captain is interested not in the permanent efficiency of the industrial sys­
tem or of any plant, but in the control of a segment of the system for 
the strategic purpose of influencing the security market for the flotation of 
securities, the manreuvring of a coalition or any other well-known method 
of manipulation. The result of his manreuvring and strategic activity is a. 
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a chronic perturbation of industry, which has become the normal state o£ 
affairs. The modern captain does not create opportunities for increasing 
industrial efficiency, but only watches for opportunities to put his com· 
petitors in an uncomfortable position; cut-throat competition, rate wars, 
duplication, misdirection, wasted effort, and delay of improvements long 
after they are advisable are the price the community pays. When this 
game between competing business interests is played to a finish, in a 
coalition of the competitors under single management, then it may pro­
ceed more obviously as a conflict between the monopoly and the com­
munity. By virtue of the delicate character of the industrial process as a 
whole, a small apparent disturbance by the captains has a cumulative 
effect throughout the system far in excess of the original disturbance and 
is typified by such phenomena as crises and depressions. 

The unquestioned service rendered by the modern captain is the 
elimination of businessmen as a class, and the. cancelling of opportunities 
for private enterprise. The resulting gains are absorbed by the captains. 

The higher reaches of business enterprise· have something of the na­
ture of parasitic activities, and whatever goes to maintain the profits of 
the classes engaged in these unproductive occupations is drawn from the 
community's productive activity. But the modern business system with 
its pecuniary aims partially offsets its wastefulness by the added strain 
it throws upon the productive classes. 

· The machine process operates on and enforces the impersonal principle 
of cause and effect, of mechanical or industrial efficiency, but the spiritual 
basis of business is the institution of ownership. This is derived from 
anthropomorphic thinking, and belongs in the same category and the 
same st.age of human history as the "principles of (primitive) blood 
relationship, clan solidarity, paternal descent, Levitical cleanliness, divine 
guidance, allegiance, nationality." The right of property is an axiomatic 
premise, a matter of common sense, but from the standpoint of material 
efficieilcy the binding relation between property and owner is only 
putative, no more intrinsic than the relation of the great financier to the 
industrial processes. The legal relationship to accumulated goods is not a 
mechanical relationship or one of material efficiency. It is merely a habit 
of thought which belongs to the eighteenth century. Veblen discusses its 
derivation in terms that recall "The Beginnings of Ownership." The 
natural right of ownership is so traced that it seems to be fundamentally 
of the same character as the notion of the suzerainty of the Creator or of 
the warlike barbarian. The natural right of ownership is contrary to fact, 
but it is a matter of ingrained common sense and equity, as given by the 
pecuniary culture. By the development of this idea the eighteenth century 
gave the security and ease of credit engagements which have made possible 
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the ideal competitive order of business, the order of unrestricted capital­
isation. 

The fundamental principle underlying modern pecuniary transactions 
is the putative invariability of the money unit. It is assumed that the 
end of modern business traffic is the securing of consumable goods through 
the medium of money. Thus "the office of the money unit-money 
transactions, exchange, credit, and all the rest . that make up the phe­
nomena of business"-is the efficient distribution of consumable goods 
from producer to consumer. But the pecuniary realities of capitalisation 
are taken as objective realities, and, althpugh money varies when meas­
ured in terms of livelihood and labour, it remains an axiomatic principle 
that the money unit is stable. Actually great profits and the resulting 
''savings" which increase capital result from the instability of money. 
Economists and modern businessmen consider as a matter of common 
sense that profits are normal. It is presumed that in the natural course 
of things there must be a stable and orderly increase in money values. 
Plants and processes are capitalised on their profit-yielding capacity, and 
investments are made for profits. The ultimate conditioning force in 
modern business is not the aggregate holdings or the recorded output, 
but the prospective profits of any move in the strategy of the captain 
of industry. This great manreuvring and increase of capitalisation are 
achieved by the use of loan credit, and thus the competitive order becomes 
a credit economy and takes on its present convulsive character. 

Modern business capital bears only a remote relation to industrial 
capital, since business capital is based on earning capacity. The core in 
business capitalisation is what is euphemistically_called ''good will,'' that 
is, the profit-yielding advantages of monopoly. These advantages are im­
material assets which are serviceable not to the community but to the 
effective owners. In the received economics they are treated as rents or 
quasi-rents. . · 

The managers of the enterprise own a very small proportion of the 
securities of the concern, and this is usually common stock which is of no 
use to the community or to the nominal owners of the plant, since the 
plant is more than covered by bonds and similar securities. The earning 
capacity which affords the basis of business capital is always a matter of 
conjecture. It is to the interest of the strategists, for purposes of purchase 
or sale, that there be a discrepancy between the actual and the putative 
earning capacities of the corporate capital. The managers are interested 
in the corporation not for the production of goods, but for securing profits 
for themselves, for increasing the immaterial assets or business capital. 
Thus the financier can reap profits and increase his business capital by 
manreuvres which are disserviceable not only to the community but also 
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to the concerns "as going business organisations. The interest of those who 
hold the discretion in industrial affairs is removed by one degree from 
that of the concerns under their management, and by two degrees from 
the interests of the community at large. 

Furthermore, the securities with which the modern captain plays, and 
which are the product of his good wi11, are already reaping incomes from 
the concerns whose capital or good will they first represented. This sec­
ondary use results in magnificent additions to business capital, and gives 
rise to the great fortunes, but the speculative risk involved in this traffic 
in vendible capital falls on the community and the corporation, not on 
the captains. The "good will" of the corporate financier is of a spiritual 
nature, since it may be present without diminution in every part of the 
various structures it has created. Its $=apitalisation in one corporation is 
used to augment the amount of business capital in the next. When the 
interest of the financiers so warrants, their good will possesses the addi­
tional spiritual trait "that it may imperceptibly and inscrutably withdraw 
its animating force from any one of its creatures without thereby altering 
the material circumstances of the corporation which suffers such an 
intangible shrinkage of its forces." Thus the life of the community is in 
the hands of the owners of the intangible assets who have only a remote 
interest in the efficient working of the equipment. "This dissociation of 
the business control from workmanlike efficiency and from the imme­
diate contact with or ownership of the industrial plant" tends to make the 
existing system feudalistic. 

For the purpose of showing the instability and convulsions of modern 
business through the workings of business itself, Veblen sketches once 
more the argument of how the working of credit and capitalisation on 
the basis of prospective profits results in inflation a~d inevitable depres­
sion. Overproduction or underconsumption is a business, not an industrial 
fact; that is, the fluctuation and cessation of industrial activity are due 
not to the material needs of industry but to the fact that industry waits 
on business capital. New investment, new organisations, reorganised con­
cerns, and new processes perpetuate depressions for fully capitalised con­
cerns. There may be greater production in depression than in times of 
prosperity, and this productivity makes it difficult for invested wealth to 
earn its profits. The return in terms of real values may not be less, but 
big business reluctantly accepts a decline of profits in moneyvalues. Thus 
the efficiency of industry is a never<easing threat to capitalised values, 
calculated as they are on the stability of the money unit. But industry be­
comes more efficient and more highly integrated, plants are capitalised for 
prosperity rather than for depression, and the unequal distribution of 
wealth makes for a continual increase in great savings; under this fully 
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developed regime of business and the machine, 
chronic and normal. 

U9 

depression becomes 

Prosperity is achieved only by some extraneous event in the nature· 
of waste, such as war, land speculation, wasteful consumption. But if· 
industry remains at its present level of industrial efficiency and the un­
equal distribution of wealth is maintained, waste cannot overtake pro­
duction and check the tendency towards depression. Combination is in­
evitable. Trusts, however, face cut-throaf competition among themselves, 
and thus modern competitive business requires a trust comprising the 
whole field of industry which is dominated by the machine process. The 
lower orders of businessmen become a "bureaucratic hierarchy," the 
general body of owners are reduced to the status of pensioners, and the 
underlying population becomes the raw material of industry, bought at 
the lowest practical price, which may be even lower than a subsistence 
wage. In many lines of endeavour this situation is already approximated. 
But when the last step is taken, there still remains "th<: competitive fric­
tion between the combined business capital and the ~ombined workmen." 

The economic or materialistic interpretation of history, applied to the 
prevailing situation, shows that "modern (civilised) ·institutions rest in 
great part on business principles." Under the modern, standardised sys­
tem the workman's livelihood is dependent on "acceptance of one specific 
contract," and thus the owners of the industrial processes may bring 
pecuniary pressure to bear upon the choice of the workmen. But such 
pecuniary pressure is unknown to the common-sense metaphysics of law 
and business, conceived as it is in the economic situation of eighteenth­
century handicraft. "By force of the concatenation of industrial processes 
and the dependence of men's comfort or subsistence upon the orderly 
working of these processes, the exercise of the rights of ownership in the 
interests of business may traverse • • • the needs of the community at · 
large as, e.g., in the conceivable case of an advisedly instituted coal 
famine, but since these necessities of comfort or of livelihood cannot be 
formulated in terms of the natural freedom of contract, they can, in the 
nature of the case, give rise to no cognisable grievance and find no legal 
remedy." 

The natural freedom of the effective owners of the industrial processes, 
to let work proceed or not, as the outlook of profits may decide, is a 
matter of common sense, a matter of the sacred and inalienable character 
of the " 'natural,' conventional freedom of contract." Limited liability 
companies might seem a violation of the original postulate of natural 
liberty, with its implication of personal responsibility, but in the conflict 
between the main proposition of natural liberty and one of its corollaries, 
pecuniary liberty, the corollary won because the facts of business ex-
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pediency "had ~utgrown the primary implication of the main proposi­
tion." In "the disputes between property rights and naked mankind" it 
is natural that property rights-accumulations of funded wealth-take 
precedence. 

Since modern business is the controlling institution, modern govern­
mental policies are of a "mercantile" character. They consist largely of 
maxims prohibiting any "restraint of trade," and are concerned primarily 
with fostering business. Patriotism and property are the fundamental 
preconceptions of popular metaphysics, and Veblen presents th~m in 
almost identical terms. Pecuniary magnates take the place of princes. 
Just as in former times the population believed that what was good for 
the prince was good for them, so there is today a "naive, unquestioning 
persuasion abroad among the body of the people to the effect that, in 
some occult way, the material interests of the populace coincide with the 
pecuniary interests" of the captains of industry. This belief rests "on 
an uncritically assumed solidarity of interests, rather than on an insight 
into the relation of business enterprise to the material welfare of those 
classes who are not primarily businessmen." Although this view is a dis­
serviceable anachronism it "has the deep-rooted strength given by an 
extremely protracted discipline of predation and servitude." Equally 
strong is the preconception that "the ownership of property is the material 
foundation of human well-being, and this natural right of ownership is 
sacred." Acquisition of wealth is assumed to be production of wealth, so. 
that "failure to bargain shrewdly or to accumulate more goods than one 
has produced by the work of one's own hands is looked upon with a feeling 
of annoyance, as a neglect, not only of opportunity, but of duty." The 
result ·is that the characteristically modern businessmen and the com­
munity "by whose means the business gains are secured work together in 
good faith towards • • • the accumulation of wealth in the hands of those 
men who are skilled in pecuniary matters." 

Modem business is closely allied with the current policy of war and 
armaments. In fact, Veblen's discussion of international competition is 
phrased in such terms that the competition of states appears as the competi­
tion of great corporations and financial magnates. The search for profitable 
investments, for markets to increase business capital, leads to inter­
national competition and force, whether the issue be between princes by 
the grace of God or princes by the grace of ownership. The competitive 
increase of armaments and war expenditures is profitable business, but, 
eventually, it results in industrial exhaustion and business collapse. 

Veblen set forth his position most clearly in his second to the last 
chapter, "The Cultural Incidence of the Machine Process." The argu­
ment runs once more in terms of the distinction between industrial and 
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pecuniary employments. The fully disciplined w~rkman under the ma­
chine regime thinks habitually in terms of mechanical efficiency or im­
personal material cause and effect. The machine technology has no use 
for the "law of sufficient reason" of modern business practice, for the 
natural right of property or of funded wealth, or for the constraining 
force of the prevailing pecuniary law and order. The logic of the machine 
is exemplified in the appreciation of matter-of-fact efficiency by those of 
the industrial classes who "stand in an· engineering or supervisory rela­
tion to the processes." Those who serve merely as mechanical auxiliaries · 
of the machine process are not untouched by this working industrial logic, 
but "it falls upon them blindly and enforces an uncritical acceptance of 
opaque results rather than a theoretical insight into the causal sequences 
which make up the machine process." The engineers and the like are 
required to administer "the laws of causal sequence running through ma­
terial phenomena," and consequently they must learn to think in the 
terms in which the process runs. The metaphysical assumptions of such 
thinking are the same as those of modern science, so that the men occu­
pied with material science are in the class of the industrial experts. 

Under modern conditions of specialisation the life of the pecuniary 
classes and that of the industrial classes differ so entirely that the two 
classes have no more understanding of one another than have two in­
compatible cultures possessing radically different ideals and aspirations. 
The final term of the anthropomorphic pecuniary logic is the purely con­
ventional fact of ownership, which is made to take precedence over the 
impersonal, non-conventional facts of material exigencies. Training in 
the pecuniary logic gives efficiency not for mechanical work but for 
practical management, with "practical" meaning the ability to turn facts 
to account for the purposes of the accepted pecuniary conventions. It 
results in conservatism, which means in this case the maintenance of the 
pecuniary conventions. In other words, the discipline of modern business 
life has somewhat the "complexion which marks the life of the higher 
barbarian culture," whereas the "ubiquitous presence of the machine with 
its spiritual concomitant-workday ideals and scepticism of what is only 
conventionally valid-is the unequivocal mark of the western culture of 
today." · 

The highly skilled industrial experts as well as the factory hands 
are notoriously improvident and unable to take care of their pecuniary 
affairs. They have of course an envious appreciation of pecuniary success, 
but the pecuniary canons enforced by modern capitalisation-conspicu­
ous waste and free expenditure of consumable goods-are against thrift, 
in a material sense. As a result of the reduction of labour to mobile, inter­
changeable raw material for the purpose of large organisation, it is prac-
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tically impossible for a workman to own a home advantageously. A sav­
ings account is no substitute for such property as a home which is "tangibly 
and usefully under the owner's hand and persistently requires main­
tenance and improvement., 

The trade-union spirit is another sign of the weakness of the natural 
rights preconception among workmen. The necessity for trade-union 
action is not appreciated by workmen until some time after the intro­
duction of those modern business methods which make it advisable. The 
trade union is a compromise between what "naturally" ought to be in 
modern business, and what the situation of the workmen demands. Strikes 
aJ?.d agitations may nominally result from the necessities of the labourers, 
but they involve a disallowance of the sacred rights of capital and of the 
pecuniary common sense embodied in the prevajling law and order. 
They are "the means whereby the discipline of the machine industry is 
enforced and made effective for recasting the habits of thought of the 
workmen." When the animosity to business principles takes the form of 
intolerance of all property rights, it is to be classified as revolutionary, and 
this development, which "overtly asserts the mechanical standardisation 
of industry as against the common-law standardisation of business," is the 
logical outcome of trade-union action. Thus socialism is widespread 
among the advanced industrial peoples. The classes affected by socialistic 
tendencies have a pronounced sense of "economic solidarity," which "runs 
on lines of industrial coherence and mechanical constraint, not on lines 
given by p~cuniary con junctures and conventional principles of economic 
right and wrong." The entire range of doctrines "covered by the theory 
of distribution in the received economics is essentially (and character­
istically) neglected by the modern socialist speculations." 

Socialism is radically different from anarchism, for the latter is based 
on the prevailing natural rights or romantic postulates. It merely carries 
these postulates to a more ruthless conclusion, and from the natural­
rights point of view it is "substantially sound, though senselessly ex­
treme." Nor has socialism any relation to the modern reform movements 
interested in reforming the unsound tendencies of machine industry. The 
line of distinction for potential socialists is to be drawn n·ot between the 
indigent and the well-to-do, but between the classes employed in the 
industrial employments and those in the pecuniary employments. Those 
affected by socialist tendencies are the skilled mechanics of the highly 
organised urban industries and the men in the material sciences, as op­
posed to the bankers, the backward rural population, and the general 
run of the labouring population. The differentiation of occupations re­
sulting from modern industrial methods concentrates the socialistic ele­
ments and thus "heightens their sense of class solidarity and acts to 
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accentuate their bias, gives consistency to their ideals, and induces· that 
boldness of conviction and action which is to be had only in a compact 
body of men." Accordingly, when the machine process and mechanical 
technology become the tone-giving factor in men's scheme of thought, 
socialism follows by easy consequence, and the system of status is elim· 
ina ted. 

On the other hand, for the backw3.!d classes which belong to the 
barbaric culture the pecuniary ideals are right and good. The German 
socialists, in attempting to convert the peasants to socialism, have turned 
to "measures of compromise, in which the characteristic and revolution· 
ary features of the socialistic programme are softened beyond recognition, 
if not suppressed." A reduction of the lesser captains to the category of 
clerks, as a result of the work of the great strategists, does not imply the 
spread of socialistic views, as socialists claim, because the unpropertied 
classes employed in business do not become seriously affected by socialist 
thinking. These dependent classes are the ordinary stockholders, people 
of small means, and their interest in the institution of property "slackens 
through the loss of that emulative motive on which pecuniary endeavour 
proceeds," but they retain faith in its intrinsic rightfulness. Instead of 
turning to socialism they make excursions into "pragmatic romance, such 
as Social Settlements, Clean Politics, Single Tax, Arts and Crafts," which 
touch only symptoms and are therefore a waste of time and effort. Sa. 
cialism is characteristic of the dolicho-blonds for, according to the work 
of Closson, Lapouge, and Ammon, the dolicho-blond preponderates in 
the industrial towns. 

The post-Darwinian impersonal conception of causation is essential for. 
the interpretation of modern life. In Darwin's scheme of life God had 
no place "because .•. He could not be stated_ and handled in terms of 
process." Darwin's inquiry "characteristically confines itself to the process 
of cumulative change. His results, as well as his specific determination of 
the factors at work in this process of cumulative change have been ques­
tioned; perhaps they are open to all the criticisms levelled against them 
as well as to a few more not yet thought of; but the scope and method 
given to scientific inquiry by Darwin and the generation whose spokesman 
he is has substantially not been questioned, except by the diminishing 
contingent of the faithful who by force of special training or by native 
gift are not amenable to the discipline of the machine process." This mod· 
ern conception of causation is making its appearance even in the moral 
sciences. The older preconceptions have not, of course, been eliminated. 
Clergymen, naturalistic myth-makers, and the like still personify the 
process of industrial efficiency, which is the process of cause and effect 
in economic life, and are thereby enabled to find in it a "well-advised 
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meliorative trend'' towards the beneficent process of capitalisation. But 
the cumulative effect of the machine logic is to make this mythology 
obsolete. · 

The concluding chapter of the book, ''The Natural Decay of Business 
Enterprise," is concerned with the thesis that it is only through some 
factor hostile to the machine process that the pecuniary structure can 
be maintained, although modern business is dependent upon the machine 
process for its existence and its gains. Any attempt to rehabilitate the 
ancient scheme of small business is doomed to failure, either by the re­
quirements of modern business or by those of the modern industrial 
process, although the working of modern business may eventually re­
duce the community to a state lower than that of handicraft. Those who 
hark back to the pre-capitalistic era are simply holding to obsolescent 
ideals. 

Another possible means of preventing the collapse of capitalism is 
through education, but education itself is of the nature of corporate 
finance and modern business enterprise. Educators insist upon the prac­
tical or useful, and the primary test of usefulness is ability to secure an 
income. The scholastic accountancy leads to conviction rather than to 
inquiry, and is therefore a conservative factor. In their competition for 
students and endowments the schools are much the same as competing 
corporations. Courtesy and expediency incline them "to cultivate such 
appearance and opinions as may be expected to find favour with men 
of wealth.'~ These are businessmen who are "prevailingly of a conservative 
temper in all cultural matters, and more especially as touches those in­
stitutions that bear on business affairs." 

The press is part of the educational system, and it too is in the service 
of modern business. Periodical literature is "scrupulously devout in tone 
• • • given to laud and dilate upon the traffic of the upper leisure class 
and to carry on the discussion in the terms and tone imputed to that class." 
The output issued under the guidance of the advertising office, with its 
interest in directing the attention of readers "along such lines of invest­
ment and expenditure" as may benefit its great advertisers, is "excellent 
in workmanship" but "deficient in intelligence and substantial original­
ity." Pointlessness and edifying optimism are "the substantial character­
istics, which persist through all ephemeral mutations of style, manner, 
and subject matter." In the interest of its circulation value the press can 
only laud its advertisers and cannot expose their deceptions. 

"National politics" might be presumed to serve as a corrective, but "the 
quest of profits leads to a predatory national policy." Large fortunes 
necessitate warlike policies to provide investments, and thus a militant 
coercive administration develops. The discipline of life given by this 
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system of prowess, status, and despotism might be expected to prove the 
most salutary check to the machine· discipline, but eventually it turns 
business enterprise into the true predatory culture of feudal status. When 
European nations were engaged in mutual destruction and turning into 
the dark ages of depression, as a result of the unfolding pecuniary logic 
as exemplified in such men as the Fuggers, England was cut off from the 
most serious effects of this developm~nt by its insular position, and 
thereby took the lead in material development. Now, with the entire 
world intimately tied up in the network of modern capitalism and in­
dustry, it is scarcely likely that such a place for a new start of material 
advance could be found. Thus mankind is faced either with another 
regime of status and the dark ages, or with the full development of the 
industrial republic and machine technology. "Which of the two an­
tagonistic factors may prove the stronger in the long run is something of 
a blind guess; but the calculable future seems to belong to the one or the 
other." In either case business enterprise is a transient matter, no more 
than a biological sport. 

The confusion over Veblen's views still prevailed and is agair}. in­
dicated by the reviews. A Dartmouth instructor, Frank Haigh Dixon, 
writing for The Yale Review, said that Veblen's fundamental thesis of 
industrial and pecuniary employments was presented in a more intelligible 
form in this book than in The Theory of the Leisure Class or in the paper 
before the American Economic. Association, because here "it has been 
divested of a goodly part of the obscure and impossible terminology in 
which it has heretofore been clothed." But he thought the distinction· was 
not fundamental and that Veblen had carried it so far that there was a 
question whether he was sincere. Tufts, however, found the book ex­
tremely useful. "I was groping from the outside for some angle at 
which I could view the ethics of business. Books on economic theory did. 
not help much. Hadley's Economics took up ethical questions, but it 
seemed to find capitalism perfect in theory, even if defective in the case 
of some of its ramifications. Veblen's treatment, which was an effort to 
see business as actually conducted, especially in its newer phases, seemed 
to me to throw light that was much needed on the actual practices and 
theories of business in this century. It showed the inadequacy of the 
theories of the eighteenth century for the ethical as well as the economic 
problems of the twentieth." 

The review in The Journal of Political Economy was written by a 
former colleague, Agnes W ergeland, but was far from the character of 
the Journal's review of Veblen's first book. "People will perhaps be 
repelled" by his "lack of sympathy with and propaganda for anything 
but the naked and often unlovely truth." This book is vastly less 
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burdened than the other with "unnecessarily studied and anachronistic" 
terms, but many readers "will lament their absence as withdrawing a 
peculiar technical flavour from the text. In many respects this volume 
must be counted a work of larger scope than was its predecessor, but it is 
fair to say its subject is neither so entertaining, nor its persiflage so spirited 
and witty." 

In The Political Science Quarterly Thomas Nixon Carver of Harvard 
declared that the businessman is not a discretionary agent. "In business 
enterprise, more than in almost any other field • • • success depends 
upon adaptation." A man becomes a successful merchant prince because 
he first took the precaution to find out what people wanted and then 
supplied it. Such a man does not "dominate the economic world to any 
degree, and yet all successful business enterprise is fundamentally" of 
this nature. 

Winthrop Daniels, professor of economics at Princeton, said in The 
Atlantic Monthly that its "cosmic irony" gave the book a readable 
quality, but at the cost of a most unenviable frame of mind. "Professor 
Veblen has a preternaturally vivid insight into the pathological side of 
business and society; and he follows remorselessly the poisoned tract 
which his critical scalpel has discovered." The book prompts "a reflective 
testing of one's social beliefs and ideals," but its author, apparently mock­
ing humanity in its misery, suggests no cures, and he is blind to the 
"normal and healthful aspects of industry." As a consequence it is im­
possible to give the book complete approval, "from either the scientific 
or the ethical standpoint." 

The reviewer for The Nat ion declared: "Such a theory as is here set 
forth may impress the readers of sensational magazines; but it is a 
travesty of economics, and an unjust aspersion on our business morality. 
It may affect the imagination of the half-educated by its ponderous plati­
tudes, its obscure and complicated presentation of simple ideas, even by 
the barbarisms of the author's style. It may apply to certain notorious 
phases of modern financial activity; it fails in its assumption that these 
phases are typical of modem business." 

The most reactionary publication, Gunton's Magazine, said, however, 
that "the book is a careful discussion of the theory of business enterprise, 
and abounds in wholesome suggestions, and is well worth the attention of 
students of economics and sociology." 

The same confusion prevailed among the socialists. A long review in 
The International Socialist Review, written by its editor, declared the 
book to be "the most searching analysis of capitalism ever published in 
the English language." The chapter on "The Use of Loan Credit" was 
mentioned especially, even though it had already been reviewed as a 
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monograph. This chapter is an "ingenious analysis" of how the "modern 
promoter has been able to 'syncopate an industrial crisis' including all the 
features from the inflation of credit to the final shearing of the lamb, and 
doing it all in a single business transaction." Veblen's theory of crises as 
the outcome of credit operations is, however, "the weakest portion of the 
entire book." The reviewer took exception to one of Veblen's footnotes; 
which seemed to imply that the scientific socialism of Marx and Engels, 
based on the right to the full product of labour, was not modern socialism, 
which looks to the disappearance of property rights. ''We are not exactly 
sure whether this is intended to be another joke for the purpose of throw­
ing his orthodox readers ofF the track or not," but the statement is false, 
for Marx and Engels held to the view of modern socialism. Veblen's 
final chapter, "The Natural Decay of Business Enterprise," "would in 
itself make a most excellent socialist propaganda leaflet for use among .• 
those who have learned to think in the economic jargon that is taught in 
the average capitalist university." Veblen's conclusion is all that a socialist 
could hope for. The socialist "has full faith that the proletariat will see to 
it that no military regime perpetuates business enterprise or supplants the 
ruling capitalism." But it is questionable whether Veblen's "sarcastic, 
cynical style is really one capable of producing results. To a large degree 
the book is unintelligible to one who has not swallowed the scholastic 
jargon of conventional economics. We cannot understand, however, how 
any follower of Laughlin, Sumner, or the standard capitalist economists 
can read this book and not become, if not a socialist, at least thoroughly 
convinced of the uselessness of his professionally acquired knowledge." 

Another outstanding socialist, William English Walling, who was a 
former student of Veblen, took a somewhat different attitude towards the 
book. He made Veblen the centre of his discussion in an article called . 
"An American Socialism," in a subsequent issue of The International 
Socialist Review. Walling declared that Karl Marx is outgrown in Eu­
rope and has become a "historical reminiscence" in this country. Veblen, 
"a professor in the most American of all cities" and "on the payroll of 
the University founded by John D. Rockefeller," is not a propagandist, 
but treats his material in a scientific manner. He furnishes the philosophical 
backbone for the American socialist movement. In contrast to Marx, 
Veblen holds that the enemy of society is not the capitalist, but the 
businessman. The capitalistic system will not, according to Veblen, fall 
of its own weight, since it can easily dispose of its surplus. Working peo­
ple are socialists not because their interests are different from those of 
their employers, but because they possess different standards and ideals. 
To Marx the class struggle is a conflict of interests; to Veblen it is a 
conflict of minds, of mental characters, of habits of thought. All the 
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traditional ideals of property, religion, politics, morality, are under­
mined in the workman's mind by the impinging force of the machine. 
Socialism is dependent primarily on economic evolution, not on propa­
ganda. "This American Socialism is not based on any outworn Hegelian 
logic, nor on any absolute and therefore unscientific social philosophy." 
The modern scientific point of view is characteristic of the American 
people, particularity the American manufacturers, for they take a relative 
view of life. \Vhen the nation turns its attention to politics "with the same 
spirit, the same vigour and the same absolute determination to achieve 
results with which it has devoted itself to industry and business," the 
ruling ideas and working hypothesis will be relative and practical, not 
absolute. 

In the same journal, however, Robert Rives La Monte, in an article 
on "Veblen the Revolutionist," objected to "Comrade Walling's" inter-

. pretation of Veblen and his contrast of Veblen and Marx. He said that 
Walling's article "is by a writer whose ignorance of Marx is eclipsed only 
by his ignorance of Veblen." The antithesis drawn between Marx and 
Veblen will unfortunately cause "many revolutionary Marxians to whet 
their tomahawks for Veblen," although he is the greatest exponent of 
"the psychological effects of economic causes," and "The Theory of the 
Leisure Class is ••• the most serious contribution to socialist thought 
since The Communist Manifesto." In "this epoch-marking volume," 
Veblen, "the revolutionary iconoclast," throws around the conventions 
and ethiCs handed down from the past "with all the joyous unconcern of 
a bovine male in an emporium for the sale of ceramic products. And how 
can a socialist fail to gurgle with glee when he realises that this bomb was 
constructed by a Rockefeller employee in the Standard Oil laboratories 
at the University of Chicago." But Veblen's "best work is nothing more 
than Marxian exegesis." 

Perhaps the most striking effect of Veblen's book was that readers be­
gan writing to him for advice in making money by the methods of busi­
ness enterprise portrayed. 
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CHAPTER XV • 

V
EBLEN'S scheme of life was .still very simple. "We lived," 
said his wife, "on $400, $500, $6oo a year until 1903 when 
his salary jumped to $1000." V:blen'~ co~rses were give~ on 
four days of the week, and durmg this time· he roomed m a 

flat near the campus. He rose at about nine, had his breakfast at a near-by 
lunchroom, and went directly to his class at ten. In the afternoon he was 
sometimes seen around the department library, apparently not very busy, 
and he did not start his work until after eight in the evening. Maynard 
said: "I was told he sat at his serious work until2:oo a.m. His room had 
only the barest furnishings possible. The only things in the room were 
a table, lamp, a few plain chairs, a set of plain boxes placed one on top of 
another, containing books crowded into the shelf-like open side." 

The notes taken by students in Veblen's courses during the period be­
tween The Theory of the Leisure Class and The Theory of Business 
Enterprise are somewhat revealing, even when due notice is taken of 
the fact that notes represent only what students think they heard, and 
are selective at best. Copious reading lists and references are given, par­
ticularly the more recent studies. His regular courses on "Theory," 
"Socialism," and "Economic Factors in Civilisation" show striking simi­
larities. Veblen's fundamental antithesis between investment for profit 
and the machine process, or between the modern pecuniary culture and the 
industrial republic, seems to have become so deeply ingrained in his think­
ing that whatever he discussed was presented in such a way as to bring 
out this distinction. The reader gets the impression of a stage director 
skilfully manipulating his strange assortment of marionettes in such 
fashion that they all seem to present the same story. 

This is best seen in the notes on his most famous course, "The Economic 
Factors in Civilisation." More than one student has said that Veblen's 
books were simply footnotes in this course. Here he discussed the so­
called stages of economic development, the American Indian tribes, the 
great oriental empires and American despotisms, the development of 
western Europe, currency, religion, art, literature, race theory, the "mark" 
theory, the family, political organisation, industrial technique, Viking 
raids, psychology, philosophy, business organisati?~·. . " · . , 
. It was necessary, he said, to go beyond weste:n avilis~tlon for gen~b~ 
Illustrations because it is of too great compleXIty for this purpose. Pnrm-
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tive civilisations must be examined, and the American is most convenient, 
"since material in reference to it is more available and familiar to us." 
Thus the "hunting" stage of culture was a warlike form of organisation, 
in which war took the form of raiding :md the whole culture rested on 
portable goods and property. The women "work and weep." Veblen's 
discussion of the potlatch recalls "The Army of the Commonweal." 
"Wealth has certain uses to which the community expects the wealth to 
be devoted. It is a limitation on the idea of property with which one can 
do as he wills. We have the same current saying that the community is 
interested in the way a man spends his money." · 

The dolicho-blonds have developed western civilisation. That "might 
makes right," in reference to property, was the principle of the ancient 
dolicho-blond or Aryan. A man might challenge another's ownership of 
a chattel and, if he obtained it by force, the community would enforce his 
possession. If the owner refused to do battle for his property, the com­
munity justified its seizure by the challenger. The latter "staked" his 
property against that of the challenged. Indeed the challenger might not 
himself have much property. 

The Viking culture had the characteristics of the piratical activities of 
Captain Kidd. "These Vikings farmed during the winter and the object 
of their adventures was to acquire a competence in order to live as 'country 
gentlemen' on the farm." Swords of the bronze and iron age are evidence 
of "conspicuous consumption" and thus of a system of status. No fetters 
and handcuffs are found to give proof of a system of slavery. The !ce­
landic republic was ostensibly a democracy, but was actually ruled by 
powerful and wealthy "bosses," each of whom had his partisans. Unless a 
man stood in with a ''boss," he had no chance. Occasionally a new "boss" 
rose from the common herd, by virtue of his prowess, that is, by force, 
fraud, arson, murder. The development seems to have been from a loose 
popular assembly to a system of "bosses," then to a conflict between the 
''bosses," and finally one ''boss" dominated through destruction of the 
rest, and the popular assembly died out. Much the same was true of 
Scandinavian culture. Originally the Scandinavians were peaceable on 
their own land, but their raiding in foreign lands finally resulted in a 
system of status at home. The mark theory, that western civilisation arose 
from free village communities of the Aryan, is not valid. Free village 
communities are not found in the Aryan culture, for it was based on 
private property. These free communities may have existed outside of the 
Aryan culture, for example among the peaceable Pueblo Indians. 

The chivalrous literature of the Middle Ages is characteristic of a life 
of status. "You hear of nothing at all except of people who have nothing 
at all to do and who are continually hunting new ways to do it. You hear 
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of impossibly beautiful women who do not die, or of impossibly heroic 
men." The piety, honour, and chivalry are of a like impossible kind. The 
animals mentioned are trained dogs or horses, not domestic animals in 
service. It is a history of a parasitic class entirely. But the folklore of the 
industrious classes is the literature of the affairs of working life. · 

In medieval thinking interest was unjust, since money was impersonal 
and one cannot gain anything except through persons. The feudal system 
was one of qualified servitude. Its economic relations were purely per­
sonal, between inferior and superior. Christianity, with its hierarchical· 
scheme of fealty and status, showed the same characteristics adapted to 
religion. In the change to the modem age of handicraft, slavery was 
formally abolished, but it still existed, for the change from legally coerced 
labour to hired labour was not, strictly speaking, a change from serfdom 
to freedom. The fact of labour remained, and it was still labour for the 
good of others. Man was no longer bound personally, but by pecuniary 
conditions. 

The development of a relatively peaceful state-with the free work­
men at the centre, such as occurred during the Renaissance, is frequently 
found in history, but this situation never lasts long. Commercial interests 
finally conflict, a condition of war results in one way or another, and 
status is reinstalled. 

The system of business organisation is based on a system of profit and 
is best seen in the growth of loan credit. Business without a system of · 
credit is not worth discussing. The captains of industry come forward with 
the advent of credit in northern Europe. By buying and selling more 
than they require for their support they start to make money and rapjdly 
engross the traffic .of the towns. By the seventeenth century 'the business 
apparatus was as highly developed in western Europe as it was in England 
and America two or three hundred years later. The Fuggers and other 
magnates were greater in their time than the financial magnates of today. 
But their business organisation was destroyed. They went into politics 
and backed rival princes and emperors, who used their funds in activities 
which destroyed industry. The result in France was the "ancien regime." 
\Vhen the new industrial era began, after the French Revolution, it 
started from England. 

In the course on socialism Veblen usually began by warning his students 
that modern socialism means a scheme of society under a democratic 
organisation, and is not to be confused with state, church, or monarchical 
socialism. Modern socialists propose to circumscribe the industrial system 
with restrictions as to freedom of contract. Everyone would receive equal 
pay, and the right to the means of a living would be a civil right, just as 
voting is, not a proprietary right. The course was divided into two parts, 
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the first dealing with the history and the second with the tenets of so­
cialism. But Veblen's discussion of origins seems to be at the same time a 
discussion of modern socialism, and his analysis of its outstanding figures 
is of such a character as to suggest that their historical reality was of less 
importance than their function as mouthpieces for Veblen's fundamental 
distinction between modern business and the institutional requirements 
of modern economic life. · 

Marx, said Veblen, was an "unjudaised Jew." Thus he was a freer 
man, spiritually and intellectually, than a Christian, and had fewer 
prejudices; also he was thoroughly trained and possessed of the highest 
intellectual power. He was, in short, one of the most dangerous men in 
Europe. The Communist Manifesto gives the first full expression of the 
modern socialist attitude. It combines opposition to constituted authority 
and opposition to the chief institution of the age, that is, property. Adam 
Smith and his successors wanted freedom "in all respects but one"­
property. "They do not say so but looking at their theory I can say it for 
them." Das Kapital, however, is a work that need not be done over again. 

Veblen said that the key to Lassalle's work is contained in a query raised 
in his preface to Bastiat-Schultz.e: "Whether now when property in the 
direct utilitisation of another man no longer exists, such property in his 
indirect exploitation should continue." Lassalle's contribution to economic 
doctrine is his theory of con juncture or fortuitous gain. Thus an in­
dividual's fortune depends not upon himself but on social convention. 
Wages are not determined by productivity, and a man may acquire wealth 
while asleep un_der the convention of ownership. But ownership has no 
basis except a conventional one, and no claim in equity could be maintained 
for it. Vested interests count for little, since the owners did not create 
them. National organisation is also conventional and may be changed or 
abolished. Lassalle's System of Acquired Rights declares that might 
has been made a right, but that this system of acquired rights must 
change. 

Rodbertus appears in one set of notes as something of a state socialist, 
in another as a Marxian. In the latter set Veblen imputes to Rodbertus 
the contention that capital is privately owned wealth utilised for profit. 
Private property in land and capital means that the wages of the labour­
ing classes constitute an ever-decreasing proportion of the national product, 
which is itself increasing because of the increasing productivity of social 
labour. Veblen considered Rodbertus very able in his explanation of 
crises as resulting from Labour's decreasing share. 

Labour unions are not socialistic, but "with every strike the trade unions 
get nearer and nearer to the idea of municipalisation; they come to have 
less respect for the employer as a property owner." In America, however, 
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the socialist attitude towards Morgan, Rockefeller, and trusts is almost 
friendly. · 

In the second part of the course Marx is the centre of discussion. The 
most enduring part of Marxism is the doctrine of the class struggle as the 
method by which an adjustment is effected between economic and other 
elements in human development. The class struggle does not go back to , 
the beginning of history, as socialists think, and thus the. present class 
struggle concerning property may disappear in the future. But an end to 
the struggle over ownership would not mean an end to cultural develop-' 
ment, for other interests would appear. · 

"The production of merchantable goods for a price or profit" is Marx's 
conception of the capitalist system. By capital he means goods or wealth 
invested with an aim to profits, not merely productive goods, as his 
critics assume. Because of his "non-recognition of the big businessman" 
Marx is not a Darwinian. "The central figiu-e in the industry of the day · 
is the capitalist and we should have a better idea of his functioJ?. and place, 
if we explain it in terms in which he expressed himself, that is in terms of 
profit and loss, instead of in philosophic terms-of the life process­
labour." This would require an analysis in terms of cause and effect. 
Classical economists do not make such an analysis because they proceed 
on the false theory that men buy and sell in order to consume. The busi­
nessman, in so far as he is a businessman, does not aim to get col}sumable 
wealth but only to accumulate wealth, as evidenced by the modern 
corporation. 

Marx's doctrine of labour value is the logical outcome of a consistent 
adherence to the position of conventional economics that labour is the 
basis of value. Profits-surplus value--can be nothing but exploitation. 
Veblen declared that the substitution by modern Marxians of surplus 
product for surplus value makes Marxism into Darwinism. American 
socialism is based on the two doctrines of surplus value and the natural 
right of labour to its whole product, especially the latter. The natural­
rights doctrine is English liberalism, and when carried to its conclusion 
by Spencer and Sumner means anarchism. Surplus value is Marxism, and 
when carried to its conclusion means socialism. 

The customary arguments against socialism, such as those of Ely and 
Schaeffie, are against a paternalistic socialism, not modern socialism. 
Whether agriculture can be brought under a socialist regime is only a 
question of standardisation, and this should be possible. In the ancient 
village communities the broken, non-uniform lands were divided ac­
cording to certain standards, even though these standards were given 
from above, by the over lords or stewards. · . 

In discussing whether or· not socialism is impending, it should not be 
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asked: "Can human nature be changed to put up with the new order of 
things?" but: "\Vill human nature so change as to look with favour upon 
the proposed system?" The weakness of Marx was that he emphasised in· 
ner necessity, self-interest, as factors in the change to socialism, rather 
than the influence of environment. The defect is being remedied by the 
modem socialists bringing in the Darwinian principle 'that the selective 
principle of survival is adaptation to a changing environment which 
human activity has itself created, and that unless such adaptation. takes 
place the organism must perish. ' 

The important fact in the environment is the machine process, or 
"the state of industrial arts"-which means not only industrial skill 

' but the total of machine technology. The business element in the en­
vironment has a conservative, anti-socialistic effect, but ~his is a less im­
portant factor in the environment than the machine process. The latter is 
socialistic, iconoclastic. "We must adapt ourselves to the rule of the 
machine if we would use it and we have to use it not as we would alwayS' 
wish but as it is determined for us. Society has adapted itself to the 
machine process. Either you learn to think in its terms or not at all unless 
you want to go back to the farm and a pretty small farm at that." The 
machine. process is like a character from lbsen-"an intangible, invisible 
person against whom it is impossible to fight." Although its discipline falls 
on everyone, it falls with most effect on skilled artisans who spend their 
life in closest ·relation to it. They are not fitted for thinking in terms of 
the received institution of property, but they understand discussions in 
terms of cause and effect. Such institutions as property cannot, however, 
be explained primarily in terms of cause and effect, but only in pecuniary 
terms, an~ artisans "ask us to talk about more sensible things." Men en­
gaged in the material sciences are of the same character. The idealist 
socialism of America doe~ not, however, think in terms of cause and ef­
fect, but only in terms of a more just distribution. 

The propaganda of socialism is itself a disciplinary effect of the en­
vironment, but this does not mean that socialism is a machine product. 
It existed before the machine, but it has become more dominant with 
the rise of the machine process. Socialism exists where the machine process 
does not, as for example in Denmark and France. 

Veblen said that his discussion was not concerned with the tenability of 
socialism; ''but the tendency of cultural development/' he added, "is 
toward socialism." The community is coming to look more kindly upon 
it. Socialism is not necessarily the best thing for the community, but it 
cannot be stamped out by deporting men like John Turner. "The blood 
of the martyrs is the seed of the church," and repressive measures inust 
fail unless they reach the basic conditions. This might be done by sub-
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stituting some other line of habituation, by shifting attention, for example, 
from terms of cause and effect to terms of imperialism, thus bringing 
about an industrial feudalism and a loss of effectiveness in industrial or­
ganisation. By investing money in such a venture "we would dispose of 
surplus goods or what might otherwise be available for mechanical ap­
pliances. More nien would be trained into the regime of fire and sword 
and trained out of industrial effectiveness." "All this may seem fanciful 
and is merely speculative, especially at first sight, but there is something 
in history to bear us out. All example is the era of state making." It ended, 
to be sure, "in squalor, privation, starvat~on, and poverty," but by such 
developments away from the basic requirements of industrial life "th~ .. 
kings and lords would come into their own again." 

Veblen's courses on "The Scope and Method of Political Economy'' 
and "The History of Political Economy" had the characteristics of the 
Quarterly essays, but here he had more scope and in his interpretation 
of the supposedly historical development he proceeded from the time 
of the Greeks to the period of modern business enterprise. The classical 
state, he said;was an aristocratic republic, and the Greeks were interested 
primarily in the proper comportment for a cultured gentleman of leisure. 
The Greeks were not all gentlemen of leisure, but that was their ideal and 
it conditioned all their thinking. They did not develop a scientific 
economics because, living as masters and· slaves, they did not develop 
habits conducive to the impersonal point of view. The Hebrews, how­
ever, treated economic matters from the standpoint of practical ex­
pediency. 

Veblen's discussions of individual economists ran in the terms of his 
fundamental distinction. Oresme's account of the origin of money as a 
means of facilitating exchange is entirely erroneous, but Bodin's theory 
that the increase of commerce raised prices and brought about the growth 
of banking institutions is remarkably modern. Josiah Child, who favoured 
the extension of banks and credit instruments, represents the point of 
view of the modern businessman. The philosophy of mercantilism be­
longs to the stage of money economy, and the mercantile system is com­
parable to the modern trust. Adam Smith, with his system of the natural 
liberty, did not see the complications which arise from the movement 
towards combinations. The classical school, Ricardo for example, is on 
the one hand a theory of distribution, on the other, a theory of taxation. 
It is enveloped in the influence of business methods and machinery and 
it is for this reason that its members are called "capitalistic economists." 
Adam Smith holds that capital is used to gain profits, and it does not 
matter whether it is useful or not so long as it serves this purpose. Mill's 
work is epoch marking, not epoch making. For him production means 
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production for a market, and thus the distinction between productive 
and non-productive labour is not the utility ,of the product but its vendi­
bility. All capital is devoted to production, and therefore productive, but 
this is scarcely born~ out by the value placed on intangible assets. Gen­
eral overproduction is a fallacy according to classical economists, but 
businessmen insist that there is such a phenomenon. It is possible, Veblen 
declared, when judged in terms of price, for there is an oversupply when 
more is produced than will be taken at remunerative prices. 

Cairnes is concerned not with industrial activities but with pecuniary 
data, facts of wealth, such as rates of wages, prices, distribution or ex­
change. In Ely's political economy, "what the facts are and what they 
ought to be are never separated." Alfred Marshall attempts to reconcile 
all schools, including socialism, and the result is an excess of material, a 
shifting point of view, and therefore eclecticism in the worst sense of the 
term. The so-called inductive-deductive method of prevailing economics 
is a "bank account of know ledge. You deduce (draw out) just as much as 
you might gather in (induce or induct)." J.B. Clark's theory of distribu­
tion is an example of the overworking of marginal utility. Accepting the 
principle that the utility of the last increment of goods measures the 
utility of the whole, he argues similarly as regards distribution between 
wages and capital. Thus aggregate wages are computed by multiplying 
the wage of the marginal labourer by the number of labourers. In this 
way the pay of the marginal labourer fixes the pay of the rest, and every 
labourer obtains the full product of his own labour. But it would follow 
that, as labourers are added, the aggregate productivity of the labourers 
would decline, and when additions are made to capital the total produc­
tivity may decline. This conclusion can hardly be accepted. 

The discussion closes on Marx, who according to Veblen attempts to 
make the views of Ricardo and Smith consistent with their labour theory 
of value. His theory of value is in terms of human life or human labour, 
since the active factor in all life is the human agent. Thus the value of 
the product of labour is the amount of htiman labour or life that has en­
tered its making. Marx is coming to be more widely appreciated as he 
becomes better understood. 

Of Veblen's own opinions on prevailing questions no one was certain. 
Students suspected that he was an agnostic, if not ~n atheist, but they 
were not sure. According to Maynard he would sometimes speak of a 
writer as being "pious," but with a definite note of sympathy or approval. 
A student in the course in trusts would ask what could be done about 
the situation he described. Veblen's eyes would sparkle, the lines of his 
face would be drawn into a quizzical smile, and he would answer, in ef-
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feet: "Mr.-- is not satisfied with the philosopher's statement, 'I want 
to know.' Mr.-- wants to do something about it." The class would 
laugh and Veblen would say no more, but often he would tell his stu­
dents: ''We are interested in what is, not what ought to be." Sometimes in 
his course on socialism his remarks would start excited arguments between 
members of the class. Veblen would smile, contribute now and then a bit 
of dry humour, and after a while put an end to the dispute by a pungent 
remark. Maynard said that he seemed kindly disposed towards Karl 
Marx, but ''did not give us much clue as to his judgment of Marx's argu­
ments." Davenport once became so exasperated with Veblen's apparent 
evasiveness on socialism, that, while together after class, he told him: 
"You are outside of class now, and you can say what you. think of 
socialism." But Veblen never gave him a direct answer.-

Cummings, who was then a colleague, has said: "I never felt that I knew 
just what Veblen was thinking about in our casual friendly intercourse. 
He seemed extremely elusive, rather detached, and disposed to walk by 
himself." The meeting with President Harper, which had almost led to 
his leaving the university he described as a matter of amusement. "The 
experience was told with perfect calmness, punctuated with an occasional 
titter, and was entirely devoid of any show of fee~g." Fite said that no 
one had ever seen_Veblen without his mask of polite irony, although he 
knew it had been pierced once or twice. "He was capable of sitting for 
an hour or two, or as many as you please, with another person without 
saying a word, listening politely to what the other said, but letting the 
conversation absolutely subside if the other stopped talking." But when 
Veblen had a proper foil, such as Robert Hoxie, or when he felt in the 
mood, he could talk for hours on almost any topic~ Small complained that 
Veblen seemed to treat him not as an intellectual equal but as merely a 
representative of the administration. Small encouraged students to study 
under Veblen, but whenever he tried to find out Veblen's point of view he 
was treated as if he were looking for evidence of heresy. When SmaU 
criticised Spencer, Veblen declared that Spencer's critics "stand on his 
shoulders and beat him about the ears." Liberal leaders, such as Darrow 
and Lloyd, admired Veblen, but when he talked with them they had the 
impression that he considered them very foolish to occupy themselves 
with such matters as clean politics, municipal ownership, and other such . 
reforms. Veblen's nephew, Oswald Veblen, who was doing graduate 
work in mathematics at Chicago and whom Veblen considered the only 
intellectually capable member of the Veblen family, said that it was two 
years before their relations became anything near personal. But there 
was a touch of sentiment in Veblen's nature. On one of his European 
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visits, for example, he had attended a banquet at which the King of 
Sweden and Norway was present, and he sent the menu card to his mother, 
who felt deeply moved that her son had met her king. 

Veblen's methods of teaching were often eccentric. Once when he was 
tired of lecturing and wanted the class to engage in discussion, he asked a 
woman student, who was a church member, what was the value of her 
church in kegs of beer. But she did not appreciate this method of explain­
ing the theory of value, and became angry. Veblen felt that his students 
should not take many notes. One meticulous old man, trying to take 
down Veblen's exact words, asked him to repeat what he had said, but 
Veblen answered: "I don't think it is worth repeating." Students were 
free to ask questions, but they had to be careful. Once in a discussion of 
"conjectural history" a troublesome member of the seminar interrupted 
Veblen and asked him to explain just what relation existed between con­
jectural history and real history. Veblen replied: "So far as I am able 
to see, the relation is about the same as that existing between a real horse 
and a sawhorse." The student asked no more questions. 

Veblen seriously explained to those who asked that his drawl had been 
inherited from his Scandinavian ancestors among the sharp valleys and on 
the hillsides of Norway. One student asked him how he could remember 
so much and with such accuracy, and Veblen replied that he had clearly 
in mind a general outline of human knowledge and that each new fact 
automatically took its place in his scheme of things and came into his 
complete possession. When asked what he thought of an eminent so­
ciologist who contributed extensively to The 1 ournal of Political Econ­
omy, he replied that "the average number of words on a page is 400 and 
.Professor-'s articles average 375·" Some of his friends were baffied 
by his scrupulous observance of the formal courtesies and classical lan­
guage which he apparently ridiculed in The Theory of the Leisure Class. 

Since Veblen's methods of teaching were scarcely conventional it is 
not surprising that there were mixed opinions on its value. Under­
graduates were discouraged by his heavy assignments in foreign lan­
guages, and ·most of his classes he conducted as graduate seminars, 
even though they might be listed in the catalogue as undergraduate 
courses. Aspirants to Phi Beta Kappa were under a disadvantage in his 
classes, for he refused to give a grade higher than "C .• " His students con­
sidered him very eccentric. One has described him as "an exceedingly 
queer fish. He never gave us an examination and at the end of the course 
he would say that with our permission he would register 'C' grade for 
each of us to conform to the necessary ritual of university life. • • • Very 
commonly with his cheek in his hand, or in some such position, he talked 
in a low, placid monotone, in itself a most uninteresting delivery and man-
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ner of conducting the class." All h~s movements, like his speech, were 
slow and indolent, but now and then a flash of wit lightened up the 
dreary scene. "I remember once when he had laid it out to us that all 
moral principles are but shifting social canons, with none commanding 
universal assent, historically and geographically, I urged in dissent, that 
surely such a maxim as 'every man is entitled to what he produces' would 
command such uniform assent.-'W ell, possibly,' replied Veblen. 'But 
if one will change it to run: "Every woman is entitled to what she 
produces," you will find several parts of Europe that will greet your 
statement with instant denial.' " He was more reserved than most of the 
professors, and he never laughed or showed einotion. He was particularly 
reticent about anything not closely connected with the subjects of study~ 
"vVe never did really know him or much about him personally. We knew 
he had a wife and where they lived but that was all." 

Some of the graduate students found his apparently philosophical 
courses too abstract and difficult to follow, and shifted over to other 
men. There was a belief that Veblen was too lazy to clarify his ideas and 
that his attitude was "try and find out what I mean if you can." He ap­
peared colourless and unimpressive, with clothing that just escaped 
shabbiness, a carriage that barely missed being slouchy, and a voice that 
spoke in a low monotone, without accent on any phrase. He never seemed 
to raise his eyes from the seminar table, and one at its far end had to 
strain to catch every word. Looking thin and pale, he seemed to have 
insufficient strength for the course. He appeared to pay little direct atten­
tion to the class, and at times seemed almost asleep. The direction of his 
discourse was seldom clear; his digressions were numerous, and he liked 
to ask questions which would give him a chance for an excursion afield. He 
seemed to care little for consistency. The habit of occupying time ·by 
student reports was not altogether satisfactory. 

There were some, however, for whom he was stimulating and impres­
sive. One student, the Reverend How~d Woolston, has described Veb­
len as he knew him in the course on "Economic Factors": "Veblen ·would 
come to class looking gaunt and haggard from long nights of study and 
writing. He dropped a bulky volume of Meitzen's Siedelung und 
A grarwesen on the desk, and turned the pages with nervous yellow fin­
gers. In a low creaking tone, he began a recital of village economy among 
the early Germans. Presently he came upon some unjust legal fiction 
imposed by rising nobles and sanctioned by the clergy. A sardonic sm_ile 
twisted his lips; blue devils leaped in his eyes. With mordant sarcasm, he 
dissected the tortuous assumption that the wish of the aristocrats is the 
will of God. He showed similar implications in modern institutions. He 
chuckled quietly. Then returning to history, he continued the exposition. 
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"At times his ironic criticism of church and state disturbed me. One 
day I met him on the campus. 'Professor Veblen,' I began. 'Do you ever 
take anything seriously?' He regarded me quizzically and replied: 'Yes, 
but don't tell anybody.' Perhaps that illustrates his method of prodding 
docile students into seeking the cause of their restlessness beneath the 
smooth surface of specious theories. 

"Veblen was an impressive teacher and an irritating leader. He en­
couraged the novice to jump into a bramble bush and scratch out both 
his eyes. When the smarting youngster came back with tales of grief, the 
shrewd mentor slyly indicated ways to toughen a tender mind. He often 
implied if he did not say: 'Read Marx. Uncover the roots of the problem.' 

"Veblen's explanations were seldom simple. His major thesis often 
seemed to be a result of long reflection. His supporting data frequently 
offered a remarkable evidence of wide erudition. But his argument was 
not straightforward proof. He devised twists and turns in the discussion, 
which threw the unwary off their stride, and brought up the rash 
doctrinaire with a surprising jolt. If a type of thinking can be symbolised 
by another form of activity, Veblen's course might be compared with the 
running of a fox-swift get-away, clever doubling, use of heavy cover, 
sharp holding-in." 

As another student put it: "It was not until the conclusion of his lectures 
that the full import of his argument was realised." 

In the courses on "theory," Professor Woods of Dartmouth recalls 
that Veblen would come into the room with a half-dozen books under 
his arms "and sit down bashfully behind his desk, and commence ·mum­
bling through his whiskers the characteristic economic blasphemies for 
which he was famous. His inimitable wit played over the field and made 
what might have been a rather dreary exercise something to chuckle 
over. Judged by conventional standards he was the world's worst teacher. 
He seldom knew at the beginning of the hour what he would say or 
where he would arrive at its el!d and that pile of books was simply a 
provision actuarial in its nature, against the too rapid passing of time. I 
felt that these mumbling lectures were a good deal of a bore to him ex­
cept for the opportunity they afforded him for flashes of wit and irony, 
and that he took little interest in the question of whether his students 
were reading lessons and doing work in the course or not. As a flower 
garden he was the Sahara desert with occasional gorgeous posies, stick­
ing out of the sand at irregular intervals. vVhen you came on one it was 
a dandy." 

Stephen Leacock says that the students sat around the table and "Veb­
len lectured into his lap without question or answer or personal contact. 
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His voice ran from a drawl to a mumble. He had no grace of utterance, 
but what he said was marvellously good, and spoken without any chal-
lenge or false emphasis." · · 

Instead of arguing directly in favour of a view that he might present, 
Veblen had an unusual faculty of leading the questioner around to a point 
where he could view the matter himself from a wide perspective. The 
excursion and the resulting orientation were an intensely interesting and 
informing experience. This kind of procedure brought him enthusiastic 
followers. No other scholar, said Sophr6nisba P. Breckinridge, "unless 
probably Mr. Dewey, so developed the situation of a master with dis­
ciples as was the case with Mr. Veblen." . 

Maynard's first impression was that Veblen, with his low monotone. 
and his habit of always looking at his desk, was an example of the young 
overspecialised instructor of limited training. But Harry A. Millis, then 
a fellow, told him that in a week or two he would "get into the meaning 
of the work and find it good." The result was as predicted. Veblen's dis­
cussions, said Maynard, were "intended to supplement what we could 
easily get for ourselves by supplying an undergrqund of psychological, 
anthropological (occasionally) and social philosophical reasons for the 
people (the economic writers, of course, but also their public) thinking 
as they did, in their time. Some readings were suggested but not specific 
assignments except for students' reports." There was no schematised or 
encyclop::edic summaries. "His diction was perfect, of course, and his 
vocabulary unusually full of the common words and current slang (which 
he used sparingly) as well as of the erudite and archaic expressions." 
A very wide range of facts was brought into the discussion. Curious _ap;­
plications were made of them, and often humorous turns given to the 
talk by apt phrases, but the humour was never brought in for its own 
sake, nor were the unusual interpretations for meretricious display. He 
made a thing seem absurd by brief or ingenious characterisation, as for . 
example in his phrase, ''rationalised histQry," but the absurdity was in the 
thing itself. There were no bitter strictures. "His standpoint," said May­
nard, "was the most detached, and his methods the most impersonal and 
dispassionate I have ever encountered." . 

A woman student recalls that his keen observations were stated with no 
more snap and decision than one would use in mentioning that it was a 
pleasant day. When she dropped out for a semester and on her return, a 
few days late for the second semester, asked if she might still enter his 
class, the answer was: "Certainly, we haven't done much and you can 
make it up easily. How did you like the work you were doing at the Crerar 
Library, Miss Stern?" "Yet I'd have sworn," she said, "he had never 
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really looked at me in the previous course I took with him and didn't 
know me from any other red-headed woman on the campus," neverthe- . 
less, "he knew why I had taken a semester cut and all about it!" 

In spite of the fact that Veblen seemed to most persons extremely shy 
and retiring, he had a friendly interest in the welfare of his students 
and often without their knowledge tried to help them professionally. 
He had great diplomatic skill when he chose to devote himself to the 
management of others. On one occasion he wished to help one of. his 
students to receive an appointment which was in the power of an in­
fluential person not at that moment well disposed towards the candidate. 
For about a month Veblen carried on a systematic campaign to persuade 
this person that the candidate deserved the appointment, and after no 
less than ten or a dozen meetings, by a gradual process of removing prej­
udice and offering evidence, he effected his purpose. Another factor that 
cemented bonds of friendship between Veblen and a good number of the 
graduate students was their walks together in the "Midway" after classes, 
when they leisurely discussed every kind of subject while dodging 
bicycles. Cummings, who did not as yet have a high appreciation of 
Ve~len, said: "One thing that impressed me about Veblen was his ability 
to develop a feeling of personal respect and admiration for him as a 
teacher and a thinker, one might almost say, personal loyalty, among his 
students." Cummings said that the younger instructors became Veblenites 
immediately "and the older ones as fast as they could adjust themselves." 
In fact, A.C. Miller, then at the University of California, had found 
Veblen"s discussion of the preconceptions of economic science so useful 
that they constituted the basis of his paper before the St. Louis Inter­
national Congress of Arts and Sciences. 

But Veblen was more at ease travelling in Europe, visiting Icelandic 
colonies, en joying the society of artists, scientists, brilliant and beautiful 
women, than he was in the company of economists. In these lay gather­
ings his native simplicity and his "drollery mixed with wisdom" were 
seen at their best. Women were much attracted to Veblen, and he knew 
how to hold their interest. But in these friendships he seems to have been 
the pursued rather than the pursuer. His interest in a .woman was usually 
only a passing desire for amusement and diversion, but their interest in 
him was often so tenacious that for him the affairs became baffiing and in 
some cases even appalling. Veblen seems to have needed the maternal 
qualities from women; they were his confidantes, men seldom, if ever. 

Mrs. Veblen did not appreciate these affairs, and he made the situation 
more difficult by his habit of leaving in his pockets the letters he received 
from his women admirers. Every affair seemed to Mrs. Veblen the final 
crisis which could take away her only possession. Her uncle, the president 
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of Carleton C::ollege, thought she took these matters entirely too seriously, 
but it is true that something of the old streak of cruelty remained in Veb­
len and he madeno effort to allay her suspicions. He did not take her 
with him on a1_1y of his three trips to Europe, or even suggest that she 
might accompany him. He seemed to be unwilling to take her with him 
to any social function, although according to a mutual friend she had 
more social grace than he and won respect in any gathering. Veblen seems 
to have been annoyed when she attracted attention by her lively and in­
teresting conversation and her remarkably vivid flashes of imagination. 
He would seldom have anything to do with her own parties, and when 
she was entertaining her socialist friends he preserved his usual non­
committal attitude towards socialism. She even asked students if they 
could determine whether or not he was a socialist. Her attempts to read 
his mind brought only frustration. 

When she became particularly angry, she would leave him for a time. 
Veblen would then become worried and would tell his brothers about 
the matter, though in a quite impersonal fashion. They said only that he 
was a Veblen, with the Norwegian traditions of fx:ugality and continual 
worry. He was very conventional as to his personal comfort and the 
necessity of regular meals, but she was not a good housekeeper. In fact 
her stepmother felt that this lack was responsible for most of their dif­
ficulties. It brought Veblen to such a state of mind that he began to gen­
eralise her ineptitude and to feel that even his own mother was too in­
dependent and did riot fully appreciate his father or . show him due 
consideration. Veblen seemed to feel that women were intended either to 
serve men's pleasure or to look after their comfort. But the difficulties of 
his marital life did not disturb his outward poise, and he told a woman 
friend that "one gets used to things." 

Once when Mrs. Veblen was in Idaho, having left her husband in 
anger, she went to see an old schoolmate teaching in a near-by college. 
She was asked to read aloud and, although the friend had expected her 
to read something from her own work, she chose instead Veblen's Theory 
of the Leisure Class. When her Goosenbury Pilgrims, a book for chil­
dren, had appeared in 1902, he thought it good and told her: "When The 
Theory of the Leisure Class is forgotten, yours will be a masterpiece." At 
their parting in Chicago he had said that she had made a wonderful com­
panion, and now when she was gone he constantly asked her to return. 
In spite of their difficulties most of their friends considered them kindred 
natures, each best fitted for the other. 

But the situation finally became so complicated that in 1904, when 
Veblen returned from a trip to Europe during which he had been seen 
in the company of one of his admirers, he found it advisable to look for 
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another positiQn. Friends suggested ways of meeting the charges, but 
Veblen was never able to take the road of prevarication. He was asked to 
sign a paper declaring that he would have no further relations with the 
woman involved, but he replied that he was not in the habit of promising 
not to do what he was not accustomed to doing. Mrs. Veblen said that she 
went to President Harper for the purpose of interceding for Veblen. 
The president appeared uninterested. She went to Laughlin, who said 
that he wanted very much to keep Veblen and that the situation might be 
settled if she would return to her husband. But Veblen's days at Chicago 
were numbered. 

In December 1904 he almost received an appointment as editor of a 
magazine called Tomo"ow, which Parker H. Sercombe planned to 
launch. Sercombe who called himself an "expert in right living and cor· 
rect thinking," was interested, among other things, in promoting a freer 
sex life and a "school for clear thinking to overthrow leisure-class ideals 
in education." 1 He sought the support of leading radicals, but without 
success. During the negotiations Charles Edward Russell met Veblen for 
the £rst time, and described him as helpless and good-natured. The maga· 
zine appeared for a time, but Veblen had no connexion with it. 

Dr. Roland P. Falkner had resigned as chief of the Division of Docu· 
ments in the Library of Congress in October 1904, and Veblen applied 
for the position, which included the oversight not only of documents but 
also of the library's collection of works on economics, politics, and soci­
ology. He informed the librarian that he had carried on research work 
involving statistics, economic history, and the history of economic science 
and sociology, that he had the usual university acquaintance with the 
classics, and a knowledge of German, French, Spanish, Italian, Dutch, 
and the Scandinavian languages, including Icelandic, that as a teacher he 
had been chiefly concerned with the history and literature of economics 
and sociology, including socialism, and had also made investigations in 
the history of.institutions. As references to his character he gave Laugh­
lin, Miller, Clark, W.G.L. Taylor of the University of Nebraska, whose 
wife had been Veblen's student, and two colleagues of the same rank, 
William Hill, and Herbert J. Davenport. For persqnal knowledge of 
his capacity he referred to Laughlin, Jeremiah W. Jenks of Cornell, 
Taussig, Bernard Moses, John Franklin Jameson, his colleague, and 
Ward. Other references were W.C. Ford and J.C.M. Hanson, both of 
the Library of Congress, and President Benjamin Ide Wheeler of the 
University of California. He mentioned also Mitchell, Millis, and H. 
Parker Willis, because as former students "they might • • • be able 
to give information from a different point of view than the other gentle­
men named." He told the librarian that he would send in his applica· 
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tion as soo.n as "I have been able to communicate with my friends to . 
whom I wtsh to refer, and whose consent I wish to obtain before writ­
ing them in as references." 

Veblen wrote to Taussig that this move probably seemed unexpected, 
but he would like to leave the University of Chicago and knew of no 
available university position for which he considered himself especially 
fitted. Taussig wrote to the library that, although he did not agree with 
all of Veblen's views, and was not in a position to judge Veblen's qualifi­
cations as an administrator, his material was good and well put, and he 
had a reputation as a scholar and a thinker of originality. . 

Veblen wrote to \Vard: "I am coming to you for help. As you foretold 
a few years ago, in a letter which Dr. Triggs was good enough to let me 
see, the time is coming for me to move out of this University, and you can 
be of invaluable service to me in helping me to find shelter elsewhere. 
The kindly interest which you hav~ shown makes me bold to ask a 
favour. I am applying for the pl~ce of Chief of the Division of Documents 
in the Library of Congress. • • • I need not tell you how greatly I shall 
appreciate any help which you may be willing to afford me, and I beg 
you to let my need serve as excuse for my importunities." Ward. wrote 
to the library: "Veblen has shown himself to be one of the ablest men in 
the country in various lines. I regard his Theory of the Leisure Class as 
one of the most brilliant productions of the country and now his Theory 
of Business Enterprise is out and sustains his 'high character as a writer 
and thinker. Other things equal, I believe that a nation can make itself. 
great largely in the proportion that it calls into· its service the elite of its 
people, and I for one would be glad to see the public service and the Na­
tional Capital adorned by such men as Thorstein Veblen." 

\V ard wrote a friend: "I heard that Veblen was likely to have to leave 
the University. They will all have to go ultimately who are above the 
wretched chauvinism that is required and expected." 2 Also he nom­
inated Veblen for membership in the lnstitut International de So­
ciologic, which was limited to one hundred members and two hundred 
associates and included most of the leaders in the social sciences, such 
as f\.1arshall, Carl Menger, Bohm-Bawerk, Wagner, Achille Loria, 
Schmoller. . 

Clark expressed his conviction that Veblen would be highly successful 
in the position. "Keen analytical power is his marked characteristic; but 
he unites with this trait a phenomenal capacity and inclination for work 
and a natural leaning toward the kinds of work that require exactness of 
thought and statement and extensive and careful research." 

Davenport said: "He is a man who makes strong friendships; while 
as a teacher he is not especially effective in point of technique and method, 
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he obtains an extraordinary hold both in a personal and scholarly way, 
upon the more· advanced and the better worth while of his students; for 
graduate work, he is, indeed, the best man of my acquaintance. I speak of 
this because his quiet manner is likely to be taken for unresponsiveness; 
the fact is that with any student or investigator who is either in earnest 
or worth while, Veblen is most helpful and most sympathetic. He is al­
ways approachable; his students acquire a great and enduring personal 
liking for him; and he commands also the confidence and respect, and 
commonly also the affection of his associates and co-workers. I regard it 
as a high privilege for any man to be associated with him. • • • I regard 
Veblen as without a rival in this country in those lines of economic thought 
lying nearest to Philosophy and Sociology [that is], in the History of 
Economic Thought, in the History of Economic Institutions, and in the 
Literature and History of Socialism. 

"Finally ••• Veblen is a thoroughly genuine manly, honest, faith­
keeping, loyal fellow. As for me, living in Chicago will lose the larger 
share of its attractiveness if Veblen leaves. But he would go to a line of 
work for which-piously speaking-he appears to have been providen­
tially designed." 

Mitchell wrote: "If ability as a student of social questions is of weight 
in determining the selection of a man for the post, I do not think there 
is another man in the country who has qualifications equal to those of 
Mr. Veblen. Among living economists he seems to me to present the 
finest combination of originality, sanity, and learning. I know of no one 
else who has such a sure philosophical grasp of economic problems or 
who treats them from so scientific a standpoint. Fifty years from now, I 
thin~ that he will be recognised as the most important figure among 
economists of this generation. 

"As for the more special qualifications of a librarian, Mr. Veblen has 
a very unusual knowledge of languages and of bibliography. He is dis­
tinctly an erudite man, but he is not in the least a pedant; for he possesses 
in rare degree the power of discriminating between what is important 
and what is trivial. Further, he has the tact that enables a man 'to ge~ on 
with' everyone and the qualities that make friendships permanent." 

Mitchell persuaded Ernest C. Moore, then president of the State of 
California Board of Charities and Corrections, to write in Veblen's behalf. 
Professors Miller, C.C. Plehn, and Hill also commended Veblen to the 
librarian. A former student who was not on the lists, William H. Allen, 
then general agent for the New York Association for Improving the Con­
dition of the Poor, submitted a letter upon hearing that Veblen was 
applying. 

The librarian seems to have had a conference with Veblen at Chicago, 
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while attending a meeting of the American Historical Association, and 
Veblen was told that the incumbent -yvould be expected to give his un­
divided attention to the work of the division. In submitting his formal 
application Veblen wrote: "I beg to say that the university administration 
here expresses a wish to know the success or failure of my application as 
soon as may be, in order to make any needed readjustment in the depart­
mental staff .••• Both Mr. Jameson and Mr. Laughlin, who were so 
kind as to speak for me to you, have spoJcen encouragingly of my chances 
for the appointment." Party politics apparently were not neglected. Veb­
len communicated with Willis, who knew Bascom Slemp, and .Willis 
wrote Veblen: "I have ••• written fully to Mr. Slemp and I think that 
he will probably do as I have asked." 

But he did not receive the appointment. The librariart has said that he · 
considered Veblen a very brilliant man, but he needed more of a routine 
person. It is evidence of Veblen's inability to take care of his own interests 
that he submitted the names of Jenks, who thought Veblen was "all bluff," 
and Wheeler, who was the "conventional embodiment of what by all 
tradition the head of a great university should be." 8 

In the issue of The Journal of Political Economy for June 1905 Veblen 
once more discussed the prevailing views on credit, somewhat after the 
fashion of his monograph. He openly assailed Laughlin's "refined system 
of barter," and asserted that even on the basis of traditional assumptions 
this concept is not valid. Now, more clearly than before, he held that 
modern capital is of the nature of so-called abnormal credit, and that the 
effect of bank credit is only to increase prices; the lenders, financiers, ex­
tract their profits from the earning capacity of the community. What is 
of "immediate interest to modern theory is, of course, the current use of 
credit in business, and the relation of this business credit to the current 
price-level, rather than the occasional resort to credit under relatively 
primitive circumstances." If credit be understood to include such items as 
securities and call loans, since they involve transfers of property from 
creditor to debtor, and if it be viewed merely as an expedient of modern 
business, instead of being tacitly identified with consumable goods and the 
industrial processes, it would be seen that an increase or decrease of credit 
leads to an increase or decrease of prices, and vice versa. In other words, 
"credit and prices are intimately bound up together in a relation of mutual 
cause and effect." 

The significance of credit is best seen in corporation finance. There the 
credit transaction kno-yvn as the floating of corporation securities results 
in a greatly increased market value for the properties involved-an in­
crease sometimes of two hundred percent-and the gain of the promoter 
comes out of the increase in price and the resulting fluctuation in the 
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price of securities. The immediate effect of an advance of funds can be 
only an increase in prices. Corpo~tions are organised because they make 
possi.ble ~ incre~e in ear~ing capacity for t?e benefit of the promoters, 
that 1s, an mcrease m the pnce of the property mvolved. The credit transac­
tion is the essential basis for establishing such a monopoly. Like war loans, 
transactions in corporation £nance bring about a decline in the price of 
fixed investments, thus leading to an increased extension of credit and to 
profits for the banking class, and in the liquidation which follows there is 
a redistribution of ownership in favour of the banking class. 

When funds are borrowed for investment in permanent goods the 
immediate effect is a rise in the price of those goods, since credit is a 
pecuniary, not an industrial fact. But "in the doctrines of the classical 
economists, who at this point have not been superseded, the phenomena 
of credit are formulated in terms of their presumed social expediency." 
The actual motives of the businessmen who seek credit and of those "who 
carry on the traffic in credit-bankers, brokers, etc.-are disregarded," 
and in their stead "the presumed beneficial results of the traffic are im­
puted to these businessmen as the motives of their traffic." Thus "the 
question of the banker's gain and its relation to credit and prices is com­
monly not broached in the received doctrines of credit and prices." 

In the typical extension of credit on the basis of securities the banker 
creates credit, thereby adding to the borrowed funds available for pur­
chase and increasing the effective demand for goods, thus increasing 
prices. The banker secures profit by making advances on "collateral exceed­
ing its own amount," as does the typical £nancier, who lends more than he 
has; the profits or discounts are added to his fund, which further enables 
him to lend more than the whole of it. Through this increase of the values 
upon which credit is based, the extension of credit takes on a cumulative 
character, and there is a cumulative increase in prices. "Bank credit acts 
to raise prices by as much as it increased the nominal purchasing power in 
the hands of the business community." The bankers' and large business­
men's control of the community has been masked by the cheapened 
production of goods as a result of technological improvements. 

After Veblen's second dissection of the "refined system of barter" 
Laughlin began to think that Veblen's views were a little too extreme. 
Spurgeon Bell had taken seminars on credit with both Laughlin and Veb­
len and had found himself in agreement with Veblen concerning Laugh­
lin's "abnormal credit" theory. When Veblen, along with Davenport, 
urged Bell's appointment as instructor, Laughlin raised the question as 
to whether Bell was not a little too rigid in his point of view. 

Veblen's review of a translation of The Code of Hammurabi is a con­
densed version of The Theory of Business Enterprise. The document 
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is interesting, he said, for "the evidence it affords as to property relations­
and business traffic among a people living near the beginning of recorded 
history." The community has a servile, despotic organisation and a blood­
thirsty, monotheistic religion. Its guiding principles are those of status, 
privilege, and differential advantage, and there are harsh safeguards for 
the privileges of the upper classes. Mutilations, eapital punishment, heavy 
fines, and reprisals are frequent. The most serious offences are those 
against the servants of the "king" and against the priests and their tem­
ples. The prices of everything, including· servants, ar_e fixed by the "lcing." 
Relations between "merchant" and agent and between landlord and 
tenant are fixed by statute, but in a violation of contract the merchant and 
landlord have the advantage. All women are, in effect, in the class of 
slaves. In this system of subjection and regulation there are "evidences 
of a traditional freedom of contract." 

Beginning with I 906, The Journal of Political- Economy became a 
monthly instead of a quarterly, and the active editorship was transferred 
from Veblen to Cummings. Veblen was still looking for a position. An 
opening with a civic welfare organisation in Ne~ York appeared, and 
Veblen had a former student investigate the position for him, but the 
student secured it for himself. Veblen's matrimonial affairs were still full 
of difficulties. His wife was living alone on a timber claim near Hood 
River, Oregon. Communications from her friends were few, and she 
feared that Veblen had turned them against her by telling them she 
had reported his affairs to the university authorities. _"If Mr. Veblen 
simply guessed and confronted you with it, as though I had 'told,' " she 
wrote, "remember always that he is subtle and expert, but that I gave _ 
no hint." She heard that Veblen had another woman admirer. 

Veblen found diversion with artist friends. He was in the vanguard of 
the artists who began vacationing at Woodstock, New York, and with the 
painter B.J. Nordfeld he liked to discuss the problems of art. Nordfeld 
writes: "He seemed to have a passion for an understanding of the. prob­
lems of painting without having any technical knowledge. I remember 
that we spent evening after evening trying to get at the fundamental 
reason for trying this and not trying that." The Theory of the Leisure 
Class was still irritating people, and Veblen gaily showed Nordfeld a 
letter he had received asking if Veblen would like to have the book 
translated from the Italian. Medill McCormick became a Veblenite 
through the influence of his associate, Caleb Perry Patterson, who had 
been a student of Veblen. 

In the academic year 1905-1-906 Veblen taught an elementary course 
in the principles of political economy. It was a bore to Veblen and not 
much more to his students. One of them has said: "He lounged in his 
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chair, on a rais~d platform in front of our class of thirty-five or more 
students and droned in his speech and never rocked from an even keel of 
steady discourse." He seldom turned his head, but instead moved his 
eyes from side to side in looking around the room. His personal appear­
ance was not as neat as that of the other professors; and his manner at 
times suggested a tragic sense of hopelessness. "No doubt, he was so far 
advanced in his field," said one of his students, "that our immature minds 
had difficulty in grasping a great many of the by-paths into which he 
led us." Veblen used a conventional textbook, Seager's 1 ntroduction to 
Economics, and asked conventional questions on examination. 

Veblen had become such a learned figure that one undergraduate 
whispered to another as Veblen walked through the library: "There goes 
Dr. Veblen, who knows twenty-six languages." The graduate students 
were more and more impressed with him, and the older ones judged the 
novices on the basis of whether they appreciated his humour. But Veblen 
was not as approachable as Laughlin and Davenport, and even the best 
graduate students seemed to feel that he was too indirect in his approach. 

In the March 1906 issue of The American Journal of Sociology Veblen 
published the essay he considered his best, "The Place of Science in 
Modern Civilisation." Stuart has said that the essay was written as a 
protest against Dewey's pragmatic theory of know ledge but, like all of 
Veblen's work, it runs in terms of his fundamental distinction between 
modern business and the material requirements of the community. The 
paper contrasts pragmatism, conceived as meaning conduct looking to 
the agents' preferential interest, with modern science, or workmanship, 
directed to the production of things that may or may not be of advantage 
to the agent. In the present phase of culture the discrepancy between 
these "two divergent ranges of inquiry" is wider than ever before. 

In "The Instinct of Workmanship," Veblen declared that trait to have 
been the cause of mankind becoming lord of creation; now he declared 
that it is modern science, matter-of-fact knowledge, which has given 
western civilisation its dominion. What distinguishes a civilised people is 

· "an impersonal, dispassionate insight into the material facts with which 
mankind has to deal," and a civilisation which is dominated by this matter­
of-fact attitude in dealing with its means of life must prevail against 
others. The highest expression of this attitude is modern science, and its 
highest material expression is the technology of the machine industry. 

In its intervals of sober reflection civilised mankind finds that the 
accumulation of fortunes-which is of similar value to "the making of 
states and dynasties, the prosecution of feuds, the propagation of creeds 
and the creation of sects"-is futile in comparison with the accomplish­
ments of modern science. The pursuit and diffusion of knowledge is an 
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end of culture itself, not a means to the higher inscrutable realities, and · · 
in the last resort, "enlightened common sense sticks by the opaque truth, 
and refuses to go behind the returns given by the-tangible facts." On any 
large question the final appeal is to the scientist, and the solution offered 
in the name of science is decisive until further scientific inquiry sets it_ 
aside. This impersonal approach to knowledge arises from the instinct of 
idle curiosity, which is idle only from the standpoint of the self-seeking 
pecuniary interest. It is a characteristic trait of savagery, with its story­
tellers and myth-makers, who, in formulating their cosmologies, have 
no interest in interfering with workaday life. . , 

Under the predatory culture, however, this instinct takes the per­
verted form of pragmatism, and corresponds to the perversion of the 
generically human instinct of workmanship into sportsmanship under the 
competitive culture, or to the confusing of business and industry in the 
mature credit economy. Pragmatism is characteristic of the higher bar­
barian culture, where the institutions are "conventionalised relations of 
force and fraud," and where questions of life and death are "questions of 
expedient conduct as carried on under the current r~lations of mastery and 
subservience." The system of knowledge falls into the like terms of 
personal force, personal claims, prejudices, graded dignity, and servitude, 
though the higher generalisations may formally retain the complexion 
given by the peaceable life of savagery. In this higher barbarian culture 
the canons guiding idle curiosity are not those of homely life, but are cast 
by the scholastiCs in terms of a "feudalistic hierarchy of agents and ele­
ments," and the causal relation between phenomena "is conceived 
animistically after the manner of sympathetic magic." The deity or deities _ 
are conceived as arbitrary rulers of the facts. The natural laws of 
scholasticism are "corollaries under the arbitrary rules of status imposed 
on the natural universe by an all-powerful Providence with a view to the 
maintenance of his own prestige." The flourishing sciences are those in 
which the symbolic force of names is "looked to for an explanation of 
what takes place." But in the modern era industry is the tone-giving 
factor in culture, and cosmologies take on the character given by the life 
of workmanship. 

Veblen now used the term animism in such a manner as almost to de­
scribe what he had formerly established as its opposite. With the ex­
ception of mathematics no scheme of thought can avoid all trace of 
animism, since animism represents essentially a life history and phe­
nomena are interpreted animistically so they may be organised into a 
dramatic sequence. Those, like Pearson, who deny the essentially meta­
physical preconception of causation, and those, like the association psy­
chologists, who insist on a colourless mathematical formulation of scien-
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tific theories, fall back: upon animism in an uncritical form-that of the 
modern businessman-as soon as they go to work. In this use of the 
animism concept V chien was emphasising the fact that inquiry must al· 
ways be open, that established points of view are always on the defensive, 
and that systems of thought and activity are intimately related to human 
aspirations, ideals, and ends. Such systems, whether that of impersonal 
socialism or that of modern business enterprise, are for human beings and 
are limited by the simple human nature of hypothetical savagery. 

V chien declared that modern science is not itself practical, that is, it is 
not directed towards practical ends. But the output of modern science can 
be turned to practical account, for both modern science and modern 
technology are matter of fact, the former being an outgrowth of the latter. 
Modem science runs in the terms employed by the mechanical engineer. 
The employment of scientific knowledge for ~seful ends is technology, 
in the broad sense of the term which includes not only the machine in· 
dustry proper and such branches of practice as engineering, agriculture, 
medicine, and sanitation, but also "economic reforms." 

Pragmatism, however, inhibits and misdirects scientific inquiry. In the 
direction of systematic formulation the highest achievements of pragma· 
tism consist of "didactic exhortations to thrift, prudence, equanimity, and 
shrewd management." Pragmatism is a body of shrewd rules of conduct, 
designed in great part "to take advantage of human infirmity." It is the 
dominant characteristic of the barbarian life of "competitive expediency 
for the individual or the group, great or small, in an avowed struggle 
for the means of life," and is thus the ideal of the businessman as well as 
the politician with barbarian traditions. The training of "business tactics" 
is like that of theology, law, diplomacy, military affairs, and authoritative 
political tactics, in that it is subversive of the sceptical scientific spirit. The 
so-called sciences associated with the pragmatic discipline, such as the 
social sciences, "are a taxonomy of credenda." The effect of unmitigated 
pragmatism is seen in the human flotsam left by the great civilisations of 
antiquity, such as those of Egypt, India, and Peru. During the dark or 
barbarian ages, any non-pragmatic movement was found among the lower 
classes, who lived below the reach of the active class struggle, but the 
folklore of this homely life is highly treasured. Even the "meanest and 
most romantic modern intelligence" uses the language of the industrious 
classes, because "the gallantries, the genteel inanities, and devout imbecili­
ties of medieval high life would be insufferable," even to him. 

The scientific formulations of mankind are still phrased, however, in 
"romantic and Hegelian" instead of "realistic and Darwinian" terms. 
The causal relation between vulgar work and product is not made a basis 
for comprehensive analysis but is vaguely taken for granted. Under the 
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guidance of the shortsighted the formalism of modern science has been 
considered scholarship, which is not formalism but "a systematic famil­
iarity with past culture achievements." Under the same guidance and · 
confusion, the study of literature and the appreciation of literary taste 
and form are turned into philology. But, in the last analysis, as long as .. 
the machine process is the dominant disciplinary factor, modern science 
is the one self-sufficient and ultimate end of endeavour, although, "even 
in the apprehension of those who most rej~ice in the advances of science," 
((the ideal of human life is neither the finikin sceptic in the laboratory nor 
the animated slide-rule." The race has developed through most of its' 
history with little of "this searching knowledge of facts," and the normal 
man, considering his inheritance, has good cause . to be restive under the 
dominion of "passionless matter-of-fact." 

The Journal of Philosophy, Psychology and Scientific Method ap­
parently saw such wide implications and importance in this article that 
it was given a long review by Stuart. · 

Ward sent Veblen a copy of his Applied Sociology, which accepted the 
traditional common-sense pragmatic approach to problems of conduct and 
knowledge. Ward felt that there is no such thing as the pursuit of knowl­
edge for its own sake. The purpose of science is ethical, and modern 
science, including traditional economics, is the agent of advance. Veblen 
wrote Ward: "I have lately {last spring) ventured on a discussion of the 
place and nature of science, as a sociological phenomenon, in which, I 
foresee, that I shall find myself somewhat at variance with you." .. 

In April 1906 Veblen took advantage of another opportunity to urge 
the incompatibility between pragmatism and modern science. He secured 
a two weeks' leave of absence to deliver a series of lectures before the 
Harvard department of economics, where he was paid out of a fund 
originally established in the sixties by Boston gentlemen who wished to , 
bring lectures to Harvard to combat the "heresies" of the regular Har- · 
vard professor of economics.4 Three of Veblen's lectures wer~ on "Fol­
lowers of Karl Marx" and were given in Carver's class in "Methods of 
Social Reform." A fourth lecture called "The Distribution of Socialist 
Sentiment" was given in the seminar in economics. In each lecture Veblen 
gave long lists of references, and his style was relatively simple, as in his 
course on socialism. Subsequently the lectures were published in two 
essays in The Quarterly Journal of Economics under the title "The 
Socialist Economics of Karl Marx and his Followers," but "in published 
form the literary style is as highly polished and elusive as that of the 
Quarterly essays. · 

These essays reflect the development that had taken place in Veblen 
since "Some Neglected Points in the Theory of Socialism." He was still 
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the sophisticated alien with agrarian roots, sceptical of the intangible 
money power~ and appreciative of an industrial republic. But in his earlier 
work, influenced by Bellamy and the agrarian crusades, he considered the 
republic to be imminent; now he felt it was an open question. Then, hav­
ing lived on farms and in country towns, he had little taste of what 
industrial civilisation meant; now he had felt its impact, and there were 
some doubts in his mind. These essays are the outcome of fifteen years' 
teaching of socialism and thinking in its terms under the unfolding of 
the money economy. 

"The Theories of Karl Marx" is the subtitle of the first essay. "Marx," 
said Veblen, "was neither ignorant, imbecile, no;t" disingenuous, and his 
work must be construed from such a point of view and in terms of such 
elements as will enable his results to stand substantially sound and con­
vincing." But as in the case of his discussion. of the ostensibly right-wing 
Hegelian, Schmoller, so now in his discussion of the left-wing Hegelian, 
Marx, Veblen interprets his subject in various, almost contradictory, 
ways so as to state his own point of view. The philosophy of self-interest, 
hedonism, and natural rights, which characterises classical economics, is 
permeated by the philosophy of inner necessity which characterises 
Hegelianism or romanticism, and Veblen declares that Marx's seemingly 
"fallacious" conclusions are drawn from the postulates and preconcep­
tions of classical economics and the historical school. Marx is merely more 
ruthlessly consistent in working out their content than are his natural­
rights antagonists in the liberal classical school. The Marxian concept of 
class consciousness is the outcome of a belief in the progress of humanity, 
the unfolding of human destiny, through the calculation of the main 
chance. The final term and end of the struggle is socialism. But this 
analysis is not Darwinian; that is, it is not a dispassionate statement of the 
facts. The class struggle is. perhaps a highly efficient factor in the social 

' process, but it is in itself no guarantee that mankind will not retrogress as 
readily as it will advance. It can hardly be said that the social process tends 
to the final equilibrium of a classless economic structure. 

Marx is interested primarily in the current phase of the process-the 
capitalistic system, which is the "system of modern business traffic." 
Capitalism means production of goods for the market by hired labour 
under the direction of employers who own (or control) the means of 
production and are engaged in industry for the sake of profit. "'Capital' 
is wealth (primarily funds) so employed." In the past the products of 
industry were used as aids to further production, but under capitalism all 
industry hinges on "the price of marketable goods." Thus the theory of 
value is the point of departure for the analysis. 

Veblen not only grants that Marx offered no adequate proof of his 
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labour theory of value, but declares that to Marx it was self-evident that 
"value = labour-cost," and that he therefore did not attempt to prove it. 
The traditional economists translate the unfolding life of the human spint 
into terms of the material life of man in society, and deduce that the ulti­
mate reality is the balance between pleasure and pain. But from the same 
premise Marx deduces labour power as the "metaphysical substance of 
life." Goods, as facts of production, are identical in their true value, but 
under the capitalistic system of self-interest and competitive profit­
making "distribution is not in any sensible degree based on the equities 
of production, and the exchange values of goods • • • can therefore ex-. 
press their real value only with a very rough, and in the main fortuitous 
approximation." Under a socialistic regime, where the labourer would 
receive the full product of his labour, or where the whole system of 
ownership and consequently of distribution would lapse, ''values would 
reach a true expression, if any." The difference, which goes to the capitalist, 
is surplus value. The existence of the capitalistic system can be explained 
by surplus value and exchange value. In the received economics there is 
no conception of surplus value, since it is assumed that a labourer will stop 
producing if he does not receive the equivalent of his pains. The degree 
of irksomeness is considered a measure of both the labour expended and 
the value produced, so that what the labourer receives measures his 
production. Labour does not produce in excess of its wages, and thus the 
enhanced productivity of industry is to be explained by the "irksomeness 
of the capitalist's abstinence," and consequent necessity for profits. This 
constitutes the classical theory of production. But according to Marx 
there is a discrepancy between the value of the labour expended-the 
market value of labour-and the value created by the expenditure of 
labour power, and thus surplus-value arises. Wages are the price of the 
labour power, and therefore the surplus cannot go to the labourer; by 
force of the wage contrast it 'goes to the capitalist in the form of profits, 
which are the source of the accumulation of capital. Since wages are 
measured by the value of labour power-its serviceability to the employer 
-and not by the greater value of the product, labourers cann_ot buy the 
whole product of their labour, and capitalists are "unable to sell the whole 
product of industry continuously at its full value," that is, its value in 
terms of the capitalised structure of industry. Thus "difficulties of the 
gravest nature in the capitalistic system" arise, such as so-called over­
production. 

This fundamental law of "accumulation of capital out of unpaid 
labour," and its corollary, the doctrine of the resen:e army_ ~f the un­
employed, form the basis of Marx's system an_d ~f his expositlon o~_the 
causes which must lead to the collapse of the capitalist system. The capital-
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ist does not spend all his profits, but adds the remainder to capital. Thus 
the larger the surplus value through the wage contract, the more rapid 
the increase in capital, that is, the "greater the increase of capital relatively 
to the labour force employed, the larger the surplus product available for 
accumulation.". The process of accumulation is a cumulative one, but it 
is based always on "an unearned increment drawn from the unpaid 
surplus produce of labour." \Vith an appreciable increase of capital, 
labour-saving devices are used to a greater extent, constant capital is in­
creased, and the "wage fund" used for the payment of labour-variable 
capital-is relatively reduced. Proportionately less labour is needed and 
consequently a reserve army of unemployed arises. Thus from capitalist 
control and increasing technological efficiency results a cumulative in­
crease of capital and unemployment. Since the purchasing power of 
labourers, as represented by their wages, is the largest part of the demand 
for consumable goods, and since in the nature· of things this purchasing 
power is progressively less adequate for the purchase of goods produced, 
as represented by the price of the products produced, it follows that the 
market is progressively more subject to glut from overproduction and 
hence to commercial crises and depression. The capitalistic system breaks 
down, and socialism arises. Crises and depression put the labourer in a 
frame of mind to bring about this consummation. 

The achievement of the goal is aided by the fact that the reserve army, 
ever in~reasing with the increase of capital, is used by the capitalists to 
depress wages. Every period of depression hastens and accentuates the 
depression of wages, so that wages are reduced even below the bare 
subsistence level-"that which is necessary to keep up the supply of labour 
at its current rate of efficiency." When capitalistic production occupies 
practically the entire field of industry and has "depressed the condition 
of its labourers sufficiently to make them an effective majority of the 
community, with nothing to lose • • • they will move, by legal or extra­
legal means" to absorb the state and eliminate private ownership of the 
instruments of production. All of this derives from the fact that "private 
ownership of capital goods enables the capitalist to appropriate and ac­
cumulate the surplus product of labour." 

Marx's argument, says Veblen, is apparently most vulnerable in its 
implied doctrine of population. The concept of the reserve army of the 
unemployed involves the assumption that population increases inde­
pendently of the means of life, and hostile critics-the classical econo­
mists-have attacked this point of view. Marx might have reached the 
conclusion that population can be arrested, but he was barred from that 
by his theory of evolution as development. According to Marx's premises 
the capitalistic system would mean the death of humanity if population 
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did not continue to increase. Veblen added, however: "But Marx is a 
Hegelian." 

In the second essay, subtitled "The Later Marxism," Veblen declared 
that it is to the experience of the English liberal utilitarian school that 
Marx "owes (probably) the somewhat pronounced individualistic precon­
ceptions on which the doctrines of the Full Product of Labour and the 
Exploitation of Labour are based." The older Marxism is Hegelian and 
pre-Darwinian, based on the personal point of view. The facts of the 
economic order are "construed to take such ·a course as could be established 
by an appeal to reason between intelligent and fair-minded people." But' 
mankind has obviously not acted in this logical manner. Continuity in the 
given facts is not to be imputed in personal terms but only in terms of 
cause and effect. They represent a scheme of "blindly cumulative causa­
tion," in which the outcome is not foreordained as. good. When the 
economic interpretation of history is translated into the concepts of Dar­
winism, the question is whether or not the industrial classes will respond 
to the economic exigencies upon which their survival depends. From the 
point of view of their mutual interest it is logical, .reasonable, and con­
vincing that the underlying population should join hands and proceed in 
a class struggle against the propertied classes, "until it should have put an 
end to that diversity of economic interest on whkh the class struggle 
rests." But man's reasoning is controlled more by sentiment than by logical 
and intellectual processes, so that the upper-class interest and the training 
of the industrial classes in subservience to their _employers may "bring 
them again to realise the equity and excellence of the established system 
of subjection and unequal distribution of wealth." Thus it is an open 
question whether the working classes will go forward along the lines of 
socialist ideals and enforce a new order in which there will be no economic 
discrepancies, no international animosity, no dynastic politics. Heretofore, 
in the game of dynastic politics, which alone their sportsmanlike rulers 
consider worth while, they have enthusiastically allowed themselves to 
be ground under foot. 

The accredited socialists with strong aspirations but "with relatively 
few and ill-defined theoretical preconceptions" have surrendered, under 
the guidance of "opportunist politicians," their belief in the efficacy and 
inevitability of the class struggle. The doctrine of progressive proletarian 
distress has also been given up by the "idealists." "As a matter of reasoned 
procedure, on the ground of enlightened material interest alone, it should 
be a tenable position that increasing misery, increasing in degree and in 
volume, should be the outcome of the present system of ownership, and 
should result in a well-advised and well-consolidated working-class move­
ment that would replace the present scheme with one more advantageous 
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to the majority." "The experience of history," however, "teaches that 
abject misery carries with it deterioration and abject subjection." 

Veblen followed a similarly indirect procedure in discussing the 
1\Iarxian theory of value. "In any evolutionary system of economics the 
central question touching the efficiency and fitness of any given system 
of production is necessarily the question as to the excess of serviceability 
in the product over the cost of production." It is in this excess of service­
ability over cost that the chance of survival lies for any system of produc­
tion, "in so far as the question of survival is a question of production." If 
surplus product, however, be substituted for surplus value, "the doctrines 
and practical consequences which Marx derived from the theory of sur­
plus value would remain substantially well founded." The question is 
then phrased not in terms of a natural right to the full product of labour, 
but in terms of "what scheme of distribution will help or hinder the sur­
vival of a given people or a given civilisation." A competent theory of 
value: "dealing with the excess of serviceability over cost," would leave 
a doubt as to "the advisability of the present as against the socialistic 
regime," but economic theory has yet to handle value theory in such a 
modern manner. On this question the recognised socialists are as innocent 
as others, unless "the current neglect of value theory by the socialists be 
taken as a negative symptom of advance, indicating that they at least 
recognise the futility of the received problems and solutions, even if they 
are not ready to make a positive move." 

Veblen concluded with a discussion of the opportunistic departures 
from the Marxian doctrines. Trade unions were bitterly opposed by the 
original Marxian socialism, whose spokesmen were as hostile "as the loyal 
adherents of the classical political economy." Trade unionism is an at­
tempt by labourers to deal with capitalism on a business basis, but "the 
great point of all socialist aspiration and endeavour is the abolition of all 
business and bargaining." Socialists now argue, however, that an improve­
ment in the working class is the first requisite for the advance of the 
socialist cause, and unionism is therefore considered an instrument for 
the achievement of socialism. In other words socialism is to be attained 
through an acceptance of capitalism. It is contended. "that the socialist 
revolution must be carried through not by an amemic working class under 
the pressure of abject privation, but by a body of full-blooded working­
men gradually gaining strength from the improved conditions of life." 

Similarly there has been a softening of doctrine in connexion with the 
farmers. According to the older Marxian doctrine, under the develop­
ment of modern business and industrial methods the class interest of the 
agrarian population, which i~ in effect reduced to the state of the prole­
tariat, should throw the farmers into the socialist movement, along with 
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the workers. But this conclusion is not true, according to Darwinian 
principles of cause and effect. The revisionists seek to enlist the sympathies 
of the agrarians by holding that socialism would not disturb their property 
rights. Although the farmer operates on the principle of ownership,· he 
is in fact not a capitalist. Under the "current regime of markets and credit 
relations, the small agricultural producer, it is held, gets less than the 
product of his own labour, since the capitalistic business enterprises with 
which he has to deal are always able to take advantage of him." Thus he 
is caught in "the web of vexatious exactions of his creditors and the ruin­
ous business traffic." The aim of opportunistic, revisionist socialism is to, 
enlist the sympathies of this "obstinately conservative element for the 
revolutionary cause" by leaving it alone. 

The growth of patriotism is another effect and characteristic of revision­
ism. Marxian socialism is, of course, opposed to "warlike establishments 
and warlike policy" and is "characteristically inclined to peaceable meas­
ures," but the up-to-date liberals and socialists stand for "national ag­
grandisement first and for international comity second." They are fitst 
of all patriots and secondly socialists, "which comes to saying that they 
are . • • working the maintenance of the existing order, with modifica­
tions." They are not revolutionists but reformers, whose ideas are those 
of English liberalism instead of Marxian socialism. The educated 
socialist seems to be tending towards the ideal of "imperialistic liberalism" 
or "imperialistic democracy." Habituation to warlike ideals, said Veblen, 
is leading to the sterilisation of "revolutionary socialism." 

Veblen said that Taussig would, have liked to have him made a member 
of the Harvard faculty, but other members objected. A new position soon 
presented itself, however. President David Starr Jordan of Stanford was 
engaged in a contest with the trustees, who were attempting to make the 
university more of a vocational school. Veblen, a prominent figure, would 
strengthen his side. Jordan said to Maynard that Veblen was ''the most 
subtle man in the business. What he cannot reverse and make appear the 
opposite of what it purports to be isn't worth reversing." President Jordan 
knew of Veblen's matrimonial difficulties, but he expected that Veblen 
would observe the customs when given the best opportunities, including a 
good salary. Veblen was to teach as little as he wished and devote his time 
to writing. Also he could have a tutor to help him build up the library 
along his lines. President Jordan offered Veblen an appointment to an 
associate professorship for the academic year 190Cr 1907, and he was to 
commence work in the latter part of August. 

Veblen's father died in August, and less than six months later his . 
mother passed away. Having been more interested in the welfare of his 
children than in accumulating a fortune, Thomas Veblen left only a 
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modest estate of $8000, and in the division the cost of Veblen's education 
was taken out of his share. 

Ellen Veblen had never told her husband where she was. One day 
when she had almost completed the necessary residence for her timber 
claim, she looked out of her door, her dog having barked with alarm. She 
saw Veblen strolling towards her. Remarking that she had a fine stand of 
timber on her claim, he asked her how much longer she would have to 
holdit down, and how she would like to go with him to Palo Alto when 
she had finished her residence. He stayed with her until she could leave 
and they departed together for Palo Alto. 



CHAPTER XVI 

BLEN stayed at Stanford a little more than three years. His 
ottage was located in a grove of pine and cedar trees, in an 
alated spot on the Stanford Ca.mpus, and for a short time, 
aid his wife, they were as happy as they had been at Stacy-· 

ville. But in a few months Veblen's matrimonial affairs were again en­
tangled. He seems to have complained that his wife spent too much for 
clothes; she declared that she was ill provided for; Veblen said she had 
money of her own. One of his Chicago admirers wrote Veblen that she 
wanted to be the mother of a great man's children, not thereby making 
the situation any less difficult. It was not long before Mrs. Veblen left 
him again, but one rainy day she looked up from her work once more 
to see him standing in the doorway of the lonely cottage. He was holding 
up a long black stocking which she had lost from the laundry she had 
carried home, and he asked: "Does this garment belong to you, 
Madame?" He stayed with her there until she was ready to return to their 
home in Palo Alto. 

This continual cycle of separation and reconciliation might appear 
almost comic if it were not that it was caused by such tragic malad just­
ment. The Veblens, both of them untamed and unconforming, had much 
in common and much to give each other. Certainly her gifts were of a 
sort that were useful to him, and might have continued to be. Like 
Veblen, she had many idiosyncrasies, but like Veblen she had many loyal 
friends who forgave them. She could be extremely generous, not only 
with money but also with her personality. Henry Cowell, the composer, 
was one of her proteges. She gave him his first music lesson, and once, to 
help him financially, she dropped some money where she knew he would 
pass. 

But eventually there came the final break.· Veblen was forced to turn 
over half of his salary to his wife. She built herself a shack near his house, 
and they often passed one another, but were scarcely on speaking terms. 
Apparently, however, they knew of each other's movements. On one 
occasion Mrs. Veblen, while in Los Angeles, heard that Mrs. Millis was 
ill. She wrote a desperate letter begging that someone inform her of the 
condition of her friend, and received in answer an unsigned telegram in­
forming her that Mrs. Millis was better. The telegram could not be 
traced to any of the friends of Mrs. Veblen or Mrs. Millis, and the former 
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felt certain that it was sent by Veblen. He remarked once that the "presi­
dent doesn't approve of my domestic arrangements. Nor do I., 

Veblen appeared to be happy, however. His surroundings were con­
genial, and he fondly likened the California hills to the "lands that never 
were outside of \Villiam Morris's romances." 1 Veblen had forty chickens 
and two cows on his place, and often rode horseback. There was plenty 
of opportunity for his mechanical ingenuity. He had taught himself to 
work flints and turn out arrow-heads and the like, and he could make 
repairs swiftly and ingeniously. He secured what the earthquake had left 
of the chickencoop belonging to the Stanford family; hauled it by wagon 
to an isolated spot on the top of a mountain range between Santa Clara 
Valley and the sea, and built a cabin. It stands on a redwood stump, with 
a pair of large second-growth redwoods flanking the doorway. On one side 
is a forest of redwoods, on the other an unin~errupted view over range 
after range of hills to the sea. He was proud of having driven what he 
considered a shrewd bargain for the wreckage with the Stanford ad­
ministrator. 

Veblen solved his household cares by bringing in an entire family, 
sometimes two, to manage his home. In this way Robert Duffus and his 
brother William met part of their college expenses. Veblen could be quite 
generous with his resources. The father of the Duffus boys, who was ill, 
stayed with him for a time, and a tubercular student, whom Millis had 
told him of, was allowed to pitch a tent on the property and Veblen helped 
to nurse him. He showed in£nite patience and interest in little children, 
and was.able to tell stories that entranced them. When Mrs. Veblen's 
sister and her daughter visited the house, the child was so delighted with 
Veblen that on the day of departure she waited patiently for two hours 
before his bedroom door until he appeared, and when he left them in the 
Pullman she awakened the entire car with her cries for him. To a child's 
question as to what "T.B., in his name stood for, he answered: "Teddy 
Bear." 

Veblen became interested in the Arnotts, a working-class family of old­
time socialists. Their house, two miles from Veblen's, was a headquarters 
for travelling radicals and socialist agitators. On one occasion Veblen 
walked there to meet three workers, one a stone carver who had come to 
do work on the carving at Stanford, the second a bricklayer who had 
travelled all over Europe, South Africa, and America, and the third a 
painter who had lost the sight of both eyes and earned a precarious living 
by writing and speaking on the socialist movement with his wife acting 
as reader. Veblen talked to them until two o'clock in the morning, and 
commented that the evening had been a revelation, that he had never 
met three more intelligent men. 
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Upton Sinclair, who admired Veblen's work and later embodied in his 
Love's Pilgrimage part of what was considered Veblen's discussion of the 
degraded position of women, declared on meeting him that "he was one 
of the most silent men I ever met. I do not think I ever met a man who 
would sit in a company and listen so long without ever speaking.". Once 
Veblen was present at a lecture by Jack London on socialism, and some 
of his students also attended, at his request. London read from his forth­
coming socialist novel The I ron Heel, and at the conclusion of the lecture 
Veblen was called upon to make some remarks. He modestly rose and 
bowed, and said he had none to make. The students had looked forward 
to a verbal combat between London and Veblen, and were keenly disap­
pointed. After a similar occurrence at a banquet of the Ruskin Club in 
Oakland, which he reluctantly attended, Veblen said to Mrs. Arnott: 
"They asked me to speak, but I knew better. I would.have driven them. 
out of the house." 

E.W. Scripps tried to interest Veblen in the investigation of the corrupt 
San Francisco "labour government," which was said to be backed by the 
"sinister corporate interests." Guido Marx, professor of machine design 
at Stanford and president of the Palo Alto League of Justice, was the 
intermediary. According to Marx, Veblen "replied rather distantly that 
he was not interested, that it was a move of the middle class directed 
against the workers.· I was flabbergasted and asked him . . • to explain 
that to me. Still distantly he remarked that he hadn't time. I was too much 
interested to be otherwise than amused at the snub, so later on, one eve­
ning at the faculty club, I captured him and said: 'Now we had plenty of 
time. • • .' He escaped in his most characteristic fashion by smiling 
wickedly and saying: 'Well, you know, I really don't think I quite under­
stand it myself.' I accepted the second refusal as final." 

Veblen's place at the university was similar to what it had been at 
Chicago. President Jordan in the annual report referred to Veblen as a 
well-known author in economics, and Allyn Young, as executive officer of 
the department, said in his report to the president for I 906-I 907: "It is 
hoped that the new courses offered by Professor Veblen will especially 
contribute 'to the end of offering' some opportunities for advanced study 
and research to those students who are interested in the study of economics 
for its own sake." 2 But Young was made a full professor in I907, and 
Henry Waldgrave Stuart received the same rank in the department of 
philosophy in I909, while Veblen remained an associate professor. He 
was not an administrator, nor was he, in terms of registration, a successful 
teacher. His classes were large for the first few days, but before long only a 
handful remained. In "The Economic Factors in Civilisation" the highest 
registered attendance was twelve, and in his last year it was only three. 
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His course on the "History of Political Economy" varied from three to 
eleven, and in a five-hour "Thesis" course which he gave in his last year 
the only member was William R. Camp, a graduate student devoted to 
Veblen. His average schedule of six hours was lighter than the customary 
one. 

At Chicago Veblen had been accustomed to handling graduate students 
but here practically all his students were undergraduates and he cared 
very little for them. According to Ira Cross, a former student, assistant, 
and follower, Veblen avoided a heavy teaching load by asking the prcr 
spective student if he could read French and German, and whether or not 
he were conversant with psychology, philosophy, and other such fields. 
Here too Phi Beta Kappa candidates were not enthusiastic about Veblen's 
methods, since he paid practically no attention to marks. On one occasion 
he encountered a Phi Beta Kappa student who could not harness his 
horse, and Veblen mentioned it in class with some amusement. One stu­
dent contended that "maybe that wasn't his line," but Veblen answered: 
"He was just a fine Phi Beta Kappa." 

Student opinion was generally against Veblen. For one thing, his per­
sonal appearance was not in his favour. One student said: "The first time 
I saw him, ambling along the Quad, with a slouch hat pulled down over 
·his brow, with coat and trousers 'hanging'; with untrimmed hair and 
moustache creating a general unkempt appearance,. I thought he was a 
tramp." But he could be conventional when he cared to be. Once, at a 
dinner party given by a student, he even appeared in a dress suit. Also, the 
students. generally considered him a poor lecturer, and felt his lack of 
interest in undergraduates. He still spoke in a low, monotonous voice, 
and put most of them to sleep. A student in "Socialism" recalled the 
course "as about the driest subject I ever attempted to study." In fact, 
the taking of. naps became so notorious one year that Veblen resorted to 
the traditional device of unexpectedly setting an examination. Another 
student said that most of the time Veblen was "over my head and beyond 
the range of both vicarious experience and academic reading." Still an­
other considered him a kindly, unassuming old man, and felt himself to 
be "in the presence of somebody who did not belong to our world at all 
but who was away up somewhere in the vague realm of the abstract, and 
the true. I always felt as if I were listening to one who literally knew 
everything, and who was benevolently trying to improve our little world, 
but I understood precious little of what he actually said." 

Some of Veblen's old Chicago students were becoming somewhat 
sceptical of his work. Stuart felt that Veblen's strict reliance on such con­
cepts as "idle curiosity," "opaque cause and effect," reflected the one-sided 
development of a man too much influenced by Spencerian evolutionary 
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notions. Millis told Camp that he did not consider Veblen understand-: 
able. Spurgeon Bell, whom Veblen had sought as a tutor to assist him, at 
Stanford, declared: "l found out rather early that a younger man with a 
less profound background than Veblen had, could get nowhere scientifi­
cally by following Veblen's practice of bold generalisation unsupported by 
conclusive proof. We frequently believed and accepted the conclusions of 
Veblen because the man himself with the profound scholarship and 
established background inspired our confidence. What he said often ap­
pealed to one as being true when given the· setting he alone could give it." 

Most of Veblen's fellow-professors seemed scarcely to have heard of 
him. His books were not light reading and he did not mix easily with 
his associates, usually remaining silent in their company._ A few real 
friendships developed, however, notably with Guido Marx and Henry 
\V. Rolfe, professor of Greek. Marx was actively interested in bringing 
about a more adequate and equitable salary scale and a more dignified and 
influential position for university professors. At the suggestion of a 
mutual friend he attempted, without success, to have Veblen look at a 
series of charts on the subject, in the hope that he would write an accom­
panying text. When he published the material with his own text, how­
ever, and sent Veblen a copy, Veblen spoke highly of the work, and "from 
then on," said Marx, "l felt as if he 'accepted' me as worth being bothered 
with." -

Henry Rolfe was so attracted to Veblen that he regularly attended the 
course in "Economic Factors." Of this class Rolfe .has said:·"We scattered 
round a long table; Veblen sat at the head, tolerant, amused, humorous, 
witty, subtly ironical, sarcastic never (sarcasm being the weapon of in­
competence), pausing willingly for questions or attempted rebuttal, 
drawing on vast stores of knowledge (bookish, technological, and what 
not), wielding a wide vocabulary with the precision that one admires in 
his writings. Almost every factor of civilisation appeared as economic and 
he disclosed the pattern of man's life and the threads that made it from 
arboreal days to this century. He had an amazingly full and accurate 
knowledge of the life of man in all time and all climes-knowledge drawn 
from sources historical (including documentary), literary, arch~ological 
(he had handled masses of arch~ological materials in European museums, 
including great reserve stores of paleolithic and neolithic implements, 
and had visited sites), anthropological, etc. He was a scholar in ten thou­
sand. But he was modest and never paraded his knowledge. His books 
are footnotes to that great outpouring." In conversation "he preferred to 
abide 'in the quiet and still air of delightful studies.' . . • Very little 
that was controversial, very little that was personal, came from him. He 
was too dignified for such discourse. Only in his seminar did he let him-
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self go a bit. There he would not infrequently speak cuttingly, very, of 
remote persons or times, with a chance piercing at the present, but always 
mirth-provokingly. He seemed to me like a Heine who was always kindly, 
never sardonic, yet just, and a bit grim." 

Veblen was continually experimenting with minor and outlandish 
tongues. He managed his large number of languages without an accent, 
and had the ability to insert foreign phrases into English discourse, and 
to slip from the English to the continental system of vowels and back 
again, without any lingual embarrassment. Reading was his greatest 
indulgence, but, thorough as it was, it was for the purpose of securing 
bullets, just as his reviews were only excuses for setting forth his own 
position. For books as possessions he cared little; as he moved from place 
to place he usually left most of them behind. Their use exhausted, they 
became useless baggage. In many respects he felt the same towards people. 

In 1909 Camp proposed that Rolfe, Vebleri, and himself should study 
Homeric society together. '(Camp selected passages," said Rolfe, "came 
to me, listened to the suggestions that I made concerning them from the 
point of view of their literal meaning, went to Veblen and got his inter­
pretations and comments, and brought them to me for further discussion. 
• • • Ridgeways's theory of an intrusive civilisation was their especial 
object of study." Camp and Veblen were strongly of the opinion that 
"the Homeric poems mirror a period when Minoan institutions had been 
broken up and new ones (of today's type) were beginning to form, as the 
Achrean raiders from the north settled down in the rich land." The exca­
vations going on in Crete were of deep interest to the group. Veblen con­
sidered the diggers better at finding than at interpreting, for they seemed 
to him to lack the "perspective of the field." 

At the 1907 meeting of the American Sociological Association, Hoxie 
attempted to use Veblen's distinction between industrial and pecuniary 
employments by drawing a distinction between the industrial and pecuni­
ary psychology, and thereby showing the inevitability of class conflict. 
He thought he had Veblen's approval. But Hoxie held that these differ­
ences in discipline cannot be obviated, since they seem to be a necessary 
aspect of the developing life process in society. "Without these differences 
no division of labour, no specialisation, no development of efficiency and 
individuality could exist. To obviate them we should have to accept the 
simplicity, stagnation, and atrophy of the small communistic com­
munity." ·1 

In 1908 William McDougall's Introduction to Social Psychology, with 
its "instinct" psychology, created a furore in the social sciences. McDougall 
asserted that the traditional political economy was useless and that eco­
nomic science needed a more adequate psychology to replace its tainted 
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hedonism. "As an example of the happy effect of the recent introduction 
of less crude psychology into economics discussions" he cited The Standard 
of Life by Mrs. Bernard Bosanquet, who was a Hegelian of the right and 
one of the most uncompromising opponents of socialism. The point of 
view was that of the "moral philosophy" of Clark, of the principle of 
self-realisation of the historical school, and of the Christian sociologists, 
approaches which Veblen had identified as essentially one with the hedo­
nistic point of view. 

Loeb was still insisting that he had no metaphysical principles, that all 
scientific laws must be reduced to mathematical form and equations., 
Veblen often chided him with the accusation that his materialism .was a 
metaphysical principle. 

In Veblen's course at Stanford on "Economic Factors in Civilisation" 
the anthropological attitude was much in evidence, but for the year 1907 
an interesting variation took place in the opening lectures. Veblen began 
with a discussion of The Communist Manifesto and of the "Marxian 
Materialistic Interpretation of History," interpreted as meaning the 
survival value of a culture. Any culture, Veblen declared, must .adjust 
itself to economic exigencies on pain of destruction~ Some, like western 
culture, with its technological efficiency, which allows a wide margin be· 
tween highest and minimum efficiency required, can afford to waste much 
in the competitive struggle between the members of the dominant eco­
nomic class. But it is possible to cross the deadline and perish, as Spain 
did. "l\1ankind is older than the class struggle"; according to the socialists, 
said Veblen, the "class struggle began in cannibalism." 

In all other years Veblen began this course in his more indirect fashion. 
All types of activity from religion to literature were discussed, arid stu· 
dents wondered at the slight attention he gave to the modern scheme of 
things, to modern capitalism. He frequently used in the classroom those 
excellent strategic devices-"in the light of modern science," and "but 
with that we are not concerned." When a student asked ingenuous ques· 
tions Veblen would simply answer: "1 don't know, I'm not bothered 
that way." . 

Cultures are to be contrasted, Veblen held, by their differences in kind 
rather than by their stages. The traits of the warlike, pastoral culture and 
of the peaceable, agricultural, persist among all tribes all over the world 
in at least a general way. In contradiction to the assumption that in the 
competitive system livelihood can be reduced only temporarily below the 
minimum required for efficiency, Veblen spoke of the depauperate forms, 
that is, forms which have been stunted for generations. A depauperate 
stock is not necessarily one that cannot survive, but it is likely to be best 
able to survive under the conditions that produced it. 
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The course in "History of Economic Thought" followed the frame­
work of previous years, but it was perhaps less obscure than at Chicago. 
Even so modern a treatise on money as Laughlin's gives the same expla­
nation as Oresme: the prince is the vicar of God and money is instituted 
for the good of the community. Turgot represented the best endeavours 
of the politician of his time to avert a catastrophe. He might have saved 
the situation and worked out practicable reforms if it had not been for 
the opposition of the interests. The vested interests, secure in their "graft," 
went too far and collapsed, just as a parasite fails when its host fails. 
Turgot almost gave an explanation of modern capitalisation, but he had 
no adequate terminology. 

In Adam Smith's day capitalists did not habitually do business on 
borrowed money; hence there was no distinction between interest and 
profits. The current rate of profits is what a capitalist will accept, and is 
accordingly dependent upon a moral standard .. Malthus's doctrine of 
population is based on the assumption of a pastoral life; he thereby takes 
account of institutional factors. The theory of markets is the great contri­
bution of the classical school. It recognises the fact that the difficulty of 
capitalism is that of not producing more than can be sold, so that the 
market will not be overstocked. But in its theory of production and distri­
bution the labour supply is taken for granted. The discretionary power of 
the capitalist is inevitable, and his operations determine how much will go 
to capital and how much to wages. Thus wages are a fixed fund, and an 
increasing share of funds goes to machinery and a decreasing share to 
wages. Clark, Hobson, and Sombart assume the validity of Mill's theory 
of production as investment; they accept, in other words, his belief that 
the industrial system is carried on for profit, and that consumption is 
adjusted to the financial market. 

Today the sole test of productivity is vendibility. In the modern 
corporation the discretionary agent is in a material sense far removed 
from the products. Manipulation in copper stocks has only an intangible 
relation to the mines, but it may have more effect than physical fact. The 
prevailing assumption is that assets are productive goods and that there 
are no intangible assets, yet Ivory Soap's greatest asset is the intangible 
slogan, "It Floats," in spite of the fact that it produces nothing. The 
accepted theory fits the situation of a hundred years ago, when the man­
ager's gain came out of the success of the enterprise under his hands. 
Today the practice of borrowing on the future is the source of great profits. 
Skilful capitalisation leads to automatic "saving," but it is concerned.with 
securities, not goods. When the Steel Trust was organised, Carnegie be­
came three times as wealthy as he was six months before, but in this period 
he did not, in the traditional sense, save $I I 6,ooo,ooo. Hill says that there 
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has been no gain to his three railroads since the start, but he is worth 
$2oo,ooo,ooo. His ostensible position is that of the paid head of the rail­
road, but the railroads have "saved" nothing and he has made a fortune. 

Veblen's writings at Stanford are directed more obviously towards an 
analysis of modem corporation finance, although his work still shows 
much of his old roundabout style. In reviewing Albert Schatz's L'ln­
dh·idualisme economique et social, he wrote: "An interesting outcome of 
this study is the emphasis thrown on the continuity of economic science 
and of liberal policy throughout the period since the predominance of mer­
cantilism. Seen in the light of their philosophical preconceptions the vari­
ous schools appear to be variants and phases of a common scheme, gradu­
ally unfolding and maturing by the help of controversies that prove in the 
outcome to have been nothing more serious than factional disputes about 
matters of detail. Substantial discrepancies are absent from the general 
scheme of modem economic science. They occur only between the success­
ful main line of individualistic thought and the transient reassertion of 
older ideals. But hitherto individualism has held the field, even though its 
forces have latterly been scattered and disorganised in a greater degree 
than once was the case." · 

In a review of Sidney A. Reeve's The Cost of Competition Veblen de­
clared that the author was a physiocrat, _but as usual he made full use of 
the work for his own purposes. Reeve describes value as ''the potentiality 
of a thing for the support of human life and growth," a concept contrary 
to the usage of conventional economics. "By the Cost of Competition" the 
author "means the same as would be signified by the Cost of Business 
Enterprise," that is, primarily a waste of goods and work, and secondly 
"the evil consequences of business in the way of hardship and moral, 
~thetic, and intellectual corruption." The appreciation of such facts 
stands in sheer contrast with the views of business traffic current among 
the older generation of economists, who show little interest in ''the' 
stupendous sweep of events in the modern market-place" as achievements 
of modern "capitalism." 

For the younger generation the point of departure is the distinction 
"between industry and business." "Industry, productive activity, is the 
source of all wealth," but business, in so far as it is competitive, merely 
dissipates wealth. By comparing the statistics of income of the competitive 
or business classes, and those of the productive classes, the substantially 
accurate conclusion is reached that in 1900 the dissipation due to competi­
tive business was seventy percent of the total annual product, as against 
fifty percent in 1850. Under a "free and consistent business regime the 
share of competitive business as contrasted with productive industry, must 
grow at such a rate as to take up any amount by which the total product 
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exceeds the minimum necessary to induce the productive classes to go on 
with the work." It might be objected that the greatest part of the larger 
incomes is added to capital, so that the community gains more than it 
loses in yielding the income to businessmen. But even if it were conceded 
that increased productivity results, this increased investment gives busi­
nessmen a valid claim to a correspondingly greater share of the output, 
with the result that the community is about as well off as it would have 
been "if the businessmen had dissipated their share of the total income." 
In fact the eventual result is a heightening of the spectacular effect of 
dissipation. 

Veblen declared that the greatest shortcoming of Reeve's work was its 
lack of an adequate account of the elaborately wasteful consumption of 
wealth, a process which is inseparable from the regime of competitive 
business. Wealth is acquired competitively in order to be wasted com­
petitively. Appreciation of this motive of modern business would have 
"strengthened Mr. Reeve's position, both as regards the wastefulness of 
the current regime, and as regards his optimistic appreciation of a con-
ceivable non<ompetitive future." . 

In his more important articles Veblen discussed these principles of 
modern pecuniary action in greater detail. These articles suggest that 
Veblen had now grown tired of his distinction between industrial and 
pecuniary employments, between the comprehensive machine process and 
investment for profit. He had exhausted its possibilities, and its reiteration 
resulted only in confusion or in the assertion that he was concealing a 
truism behind a play of rhetoric. Most of the articles now drew a distinc­
tion between technology, or "the state of the industrial arts," which is 
described as a group heritage, and intangible assets, which represent the 
misuse of technological knowledge in behalf of a modem capital. This 
analysis marks something of a return to the argument of "The Beginnings 
of Ownership," and reinforces the distinction between industrial capital 
and pecuniary capital. But Veblen's discussion of the "state of the in­
dustrial arts"· makes it clearer that in his usage "industry" refers to a 
state or scheme of living which is in contrast to a predatory scheme. It 
makes more intelligible his usual anthropological approach, as involved, 
for example, in his comparison of modern business to invading barbarians, 
or in his comparison of an industrial republic to hypothetical savagery. 
Also it provides the foundation for the concept of the "engineer" as the 
responsible person who, in contrast to the financier, stands at the centre 
of modem technology, thereby satisfying Veblen's aristocratic bent and 
his lack of faith that the poor man as such can take the necessary· steps to 
achieve a workable scheme of institutions. 

For The Quarterly Journal of Economics Veblen wrote a long review 



AND HIS AMERICA 281 

of Clark's The Essentials of Economic Theory as Applied to Modern 
Problems of Industry and Public Policy. Veblen's personal feeling 
towards his teacher is shown in his remark that Clark has "in a singular 
degree the gift of engaging the affections as well as the attention of 
students in his field." But Veblen was interested here in Clark's work "as a 
competent and consistent system of current theory," and for this analysis 
he adopted the unusual procedure of referring primarily to the Distri­
bution of Wealth instead of to the book supposedly under review. Indeed, 
Clark and his Essentials of Economic T keory. become so subordinate in 
Veblen's discussion that, if this article were read as a review, Veblen's, 
comments would appear contradictory, inconsistent, . and frivolous. 
Veblen was so absorbed in examining modern business enterprise that it 
is scarcely to be expected that any important review he wrote at that time 
would serve any other purpose than this. 

Thus Veblen referred to Clark as "a spokesman for the competitive 
system, considered as an element in the Order of Nature." Clark's con­
jectural anthropology explains away modern capital by reference to a 
situation where capital does not exist. It is overlook~d that the important 
fact in the material welfare of the community is the technology of the 
economic situation, which. is a group heritage, the accumulated experience 
of mankind. In primitive life, with its scheme of petty trade and handi­
craft, "capital-goods" are of little consequence; but with the advance of 
the industrial arts the capital necessary to put the commonplace knowl- · 
edge into effect "is greater than the common man can hope to acquire in 
a lifetime." This advance in the industrial arts has enabled the owners of 
production goods to corner the accumulated experience of the race, the 
intangible assets of the community. These are the substantial core of all 
capital and in comparison with them the goods which are formally owned 
are an adventitious and transient factor. 

Received economic theory consists in the definition and classification of 
economic life, in terms of the definitive, hypothetically perfect, beneficent, 
competitive system of complete capitalisation to which ·the prevailing 
system closely approximates. The only changes or variations recognised 
are quantitative, pecuniary ones, so that the ideal dynamic system is the 
hypothetical static system of perfect capitalisation or monopoly, where 
the actual living forces of modern industry are repressed. Because of 
hedonistic preconceptions and pragmatic ideals, capital is viewed as a 
congeries of physical goods, not as "the central claimant in the current 
scheme of distribution," as it is revealed to be by prevailing corporate 
practice. Intangible assets, as the term is actively understood in modern 
business, particularly by the great financial magnates, are not known to 
the traditional economists. Thus the shifting of capital funds is con-
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ceived to be the shifting of industrial factors for increased efficiency, in· 
stead of a shifting of ownership; increasing technological efficiency, r~ 
suiting in a lowering of pecuniary values, is viewed as a destruction of 
capital as industrial equipment. 

Actually, however, the capitalist's gain arises from his "monopolisation 
of a given portion of the intangible assets of the community at large," 
from his differential advantages in having legally seized the material 
contrivances by which the technological achievements of the community 
are put into effect. If capital is thus interpreted as a historical category, the 
road is open for curbing the trust-makers' discretionary management of 
capital, as is apparently advocated by Clark and anti-trust sentiment in 
general. But also the field is "left equally free of moral obstructions to the 
extreme proposals of the socialists." 

In received economic thought there is no question as to the equity or 
expediency of the existing conventions concerning rights of ownership 
and initiative. The valuation of the financial market is assumed to be the 
standard of society and thus the measurement of productive efficiency. 
The argument reduces itself to the dictum, "The value of a thing Is just 
as much as it will bring." Accepting the hedonistic postulates without their 
corollaries Veblen deduced some striking conclusions. The competitive 
price, which includes competitive wages and interest, reflects the valua· 
tions which the marginal unfortunates among both labourers and con­
sumers are willing to concede under stress of competition. According to 
Clark's doctrine of effective utility, however, the maximum net pro­
ductivity is set at the point "at which a perfectly shrewd business 
management of a perfect monopoly would limit the supply; and the 
point of maximum (hedonistic) remuneration (wages and interest) is 
the point which such a management would fix in dealing with a wholly 
free, perfectly competitive supply of labour and capital." Thus Veblen 
discussed Clark's doctrine of "effective utility" as if it were the doctrine 
of maximum capitalisation. 

In this essay Veblen came closer than ever before to presenting the 
hedonistic calculus as the principle of modern financial enterprise. The 
hedonistic calculus expresses itself in the principle of "all the traffic can 
bear," the principle that a large value may be had by raising the return per 
unit to just that point beyond which the demand will be curtailed. This 
is done not only by reducing the output of goods, but by reducing wages 
and by leaving labour only partially employed. As applied by Veblen to 
the problem of monopolies, Clark's law of "natural distribution" is only 
a product of reformist thinking. Clark and the reformers might consider 
monopolistic gains to be "robbery" and "plunder," but according to 
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hedonistic theory these gains-to which must be added such losses to the 
community as the cost of monopolistic management and deprivations due 
to a restriction of the principle of increasing returns-are the " 'natural' 
remuneration of the monopolist for his 'productive service' to the com­
munity in enhancing its enjoyment per unit of consumable goods to such 
a point as to swell its net aggregate enjoyment to a maximum." 

The characteristic features of the modern capitalistic business situation 
are the negotiability of securities, and the holding company, which allows 
"sufficiently few men to control a section of the community sufficiently 
large to make an effective monopoly." The vendible securities (common 
stock) which are the basis of monopolistic control should, according to 
received economics, be "simply the formal evidence of the ownership of 
certain productive goods and the like." Actually, however, these securities 
are used in such a way as to pre-empt control of the industrial equipment; 
in other words, owners of securities, standing "in certain, ·immaterial, 
technical relations to certain other securities, are enabled arbitrarily to 
control the use of the industrial equipment covered by the latter." The 
intangible assets represented by these securities are the most important 
feature in modern capital. They have a "total effective utility," that is, a 
market value. These assets are the outgrowth of freedom of contract 
under the conditions imposed by the macJtine technology, but the re­
formers attempt to suppress this category of intangible assets without 
considering the suppression of either the machine technology or freedom 
of contract. Attempts to suppress the trust have been futile, for the only 
result has been the emergence of the holding company, and this experience 
should provide an object lesson. The problem of monopoly might be more 
competently understood if there were an appreciation of the meaning of 
modern business capital. Even on the conventional assumption of hedon­
ism, that man's only gift is that of "appraisement and calculation" for his 
own advantage, the futility of the modern system is evident. Under its 
operation man's pleasures and profits are not actual but speculative, and 
in anticipation of them man's pains or costs are adjusted, so that in the 
nature of things the net result of modern competitive enterprise is hedon­
istically a deficit for the community. 

In conventional economic thought the natural order of competition is 
believed to guide the course of economic affairs, that is, the only institu­
tions to be considered are those of pecuniary capital. In proposed measures 
of reform, which are the short-sighted proposals of "pre-Darwinian 
hedonism," there is no conception of the uncertainties and cumulative 
changes involved in the development of modern machine technology. 
"No doubt presents itself but that the community's code of right and 
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equity in economic matters will remain unchanged under changing con­
ditions of economic life." But the institution of capital is secure only as 
long as it is currently believed to be just and equitable. 

Shortly after this review appeared, Clark met Veblen and said that 
the article had called attention to at least a few corrections he ought to 
make. \Vhen Clark had left, Veblen turned to a student and declared that 
Clark was a gentleman. Davenport thought that Veblen had superbly 
exposed the weaknesses of Clark's position, but if Davenport has looked a 
little more closely he might have suspected that his own type of pecuniary 
economics was not free from Veblen's scrutiny. 

Veblen's review of Irving Fisher's Nature of Capital and Income de­
veloped further his conception of the nature of modern capital. Veblen 
began with his customary recital of methodological criticisms. Fisher's 
analysis of capital follows from an uncritical acceptance of the modern 
competitive system as beneficient. Capital is that which yields "psychic 
income" and modern business income is conceived as of this kind. It is 
held to include persons, even though modern business posits a distinction 
between the capitalist and his capital. The inclusion of persons avoids the 
substantial fact of modern business, intangible assets, by holding that 
these assets are an unfortunate misnomer for roundabout claims to con­
crete (tangible) items of wealth. Actually modern capital comprises the 
value of the differential advantages of one business as against another, 
thus adding a fictitious volume to the total property rights of the com­
munity • .These, like other assets, are capitalised and made the basis of 
credit extensions, "serving to increase the aggregate claims of creditors 
beyond what the hypothecable material wealth of the debtors would 
satisfy. Hence, in a period of liquidation, when the differential advantages 
of the various concerns greatly contract, the legitimate claims of the credi­
tors come greatly to exceed the paying capacity of debtors, and the collapse 
of the credit system follows." The failure of prevailing economic thought 
to recognise intangible assets is responsible for the lack of an intelligent 
account of credit and crises. Fisher, like Clark, assumes that "capital 
wealth," or productive goods, is substantially the same ~ "capital value," 
or pecuniary capital. Fisher's analysis is of capital value, but the capitali­
sation of values is held to be the value of tangible objects, productive 
goods. Wasteful, disserviceable, or futile acts are supposed to have no 
place in the normal scheme of life, and the "current competitive capitalistic 
business scheme" of differential advantages and gains is normal when 
rightly seen in the light of the traditional hedonistic preconceptions. 

A year afterwards Veblen reviewed Fisher's The Rate of Interest, Its 
Nature, Determination and Relation to Economic Phenomena, which, he 
said, was based on "so good and authentic a utilitarian theorist as John 
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Rae." According to Fisher's adaptation of the received doctrine, interest 
is paid for a service, and arises from a preference for present income, 
psychic income, over future income. This is not a theory of production or 
of industry, but a theory of distribution or business in terms of non­
pecuniary factors. Interest is, however, said Veblen, a phenomenon of 
credit transactions alone, and rests on the mature development of the 
institution of property, or the credit economy~ Thus it is a pecuniary fact, 
"having no validity (except by force of an ambiguity) outside of the 
pecuniary relations of the business community." Interest is therefore to 
be explained in terms of modern business, and not converted into terms 
of livelihood of the community or into terms of the sensations of con­
sumption. 

Because of the traditional hedonistit preconception, apprCciation and 
depreciation in the standard of payments, which are essentially a varia­
tion in price, are looked upon by Fisher as a variation in the commodity 
rate of interest. But the economist asserts that ''businessmen habitually 
do not (adequately) appreciate variations in the_ commodity-value of 
money"; that is, "with rising prices they simply do business at a high 
money profit and pay a high rate of interest without suspecting that all 
this has any connexion with the 'commodity interest' of Mr. Fisher." 
These so-called exceptional or anomalous facts are the unavoidable rule as 
long as business is done in terms of money, and indicate "that money 
value has an institutional force in the counsels of businessmen"; con­
sequently modern capital is not identical with the facts of livelihood. 

Fisher said in reply that Veblen's criticisms were "almost all gen­
eralities on methodology and concepts and for the most part they dis­
regard the special conclusions which differentiate my books &om others 
on his index expurgatorius." He declared that his own criticisms of method 
were like those of Veblen, and that Veblen had misinterpreted his attitude 
towards laissez-faire economics. "My views on this subject are largely 
based on John Rae's stimulating book, and are not unlike those of 
Professor Veblen," as stated in the Theory of the Leisure Class.• 

Veblen presented a direct statement of his mature views on modern 
capital in two essays "On the Nature of Capital" in The Quarterly Jour­
nal of Economics. In these articles he carried his concept of intangible 
assets so far that he seems to have reformulated Marxian doctrines in 
the light of modern corporate practice. In Marx the productive agent in 
economic life is labour, in Veblen it is the accumulated experience and 
initiative of the race, techniques created by man for human use. Veblen, 
like Marx, holds that capital goods cost nothing but labour, and that all 
gains to capital, aside from those going to the working community, are 
surplus gains, but Veblen maintained that capital goods are instruments 
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of production only by virtue of the technological know ledge possessed 
by the industrial community. In Marx surplus value arises from the 
control of the instruments of production by the capitalists, and causes the 
accumulation of capital with the consequences of increasing misery, the 
casting out of the bourgeoisie into the ranks of the proletariat, the in­
creasing reserve army of unemployed, depressions and crises of ever­
increasing intensity, until the capitalist system collapses. According to 
Veblen, the pecuniary magnates, possessors of the intangible assets, have 
cornered the technological knowledge of the community through control 
by modem credit of the instruments of production, and have thereby in­
creased capital, viewed as a pecuniary magnitude. The pecuniary magni­
tudes of capital are increasingly dissociated from the material welfare of 
the community, depression becomes normal, ~d the ordinary business­
men are placed in the same relation to the great captain as the workmen 
are to the ordinary businessmen. Veblen places more emphasis on the age­
long experience of mankind than on the comprehensive standardised 
machine process of his earlier work. According to Veblen the idleness of 
plants enforced by modern investment has an unfavourable effect on 
technology which is far more serious than the actual amount of idleness 
produced or the elimination of human beings, since the restriction in 
population reduced the common fund of knowledge, which is only to a 
fractional extent known by any one person, and thus reduces the efficiency 
of the community. 

The S?btitle of Veblen's first essay is "The Productivity of Capital 
Goods." The ancient institutions of ownership, slavery, and landed wealth, 
he declared, have much the same effect. The effect of the latter two, which 
are characteristic of mature ownership, was to make the community's 
industrial efficiency serve the needs of the slave-owners and the land­
owners. In modern capitalism the predominant feature is the owner­
ship of industrial capital and the consequent strategic advantage for en­
grossing the community's livelihood. This institution of capitalism is so 
much a matter of prevailing common sense that "we find ourselves hesi­
tating between denying its existence, and affirming it to be a fact of nature 
antecedent to all human institutions." · 

The single-tax argument should logically be pushed to the conclusion 
that "all land values and land productivity, including the 'original and 
indestructible powers of the soil,' are a function of the state of the in­
dustrial arts." The preferred status of the landlord, as a claimant of the 
net product, consists in his legal right, whether, how far, and in what 
way men shall put this technological scheme into effect in those aspects of 
it which involve his piece of land. This concept of the unearned incre­
ment can be applied to capital goods in general. The productivity of the 
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instrument or that of the maker is a function of the immaterial equipment, 
which is the outcome of the community's age-long experience. 

The characteristic trait of capitalism, from the technological point of 
view, is the fact that the pursuit of industry requires a larger unit of equip­
ment than one individual can achieve by his own labour, and larger than 
one person can make use of. The required equipment is held exclusively 
by the capitalist employer. In the last analysis gains and the consequent 
accumulations of capital arise from "bargaining between those who own 
(or control) industrial wealth and those whose work turns this wealth to. 
account in productive industry." The capitalist employer characteristically 
possesses business knowledge, but this knowledge is useless for industry. 
On the other hand, the efficiency of the control exercised by the engineer 
or "whatever term may be used to designate the technological expert who 
controls and correlates the productive processes-this workmanlike ef­
ficiency determines how far the given material equipment is effectually 
to be rated as 'capital goods.', This technological knowledge is turned 
not to the advantage of its bearers, but to the profit. of the capitalist em­
ployers, minus the wage which the working population is able to demand. 
From the point of view of the employer wages can be reduced to their 
most economical basis by consolidating all material assets under one busi­
ness control. It is an open question whether the working community would 
be better off in this state or in the current approximation to it, where 
competitive bidding stills exists. The only factor that prevents a neater 
adjustment to the minimum of subsistence-which would represent the 
de facto monopolisation of the immaterial equipment by the owners of 
the material wealth-is the opportunity which still exists for a small frac­
tion of the community, such as those occupied with housekeeping routine, 
to " 'pick up a living,' more or less precarious," without recourse to large­
scale industry. 

The second essay, subtitled "Investment, Intangible Assets, and the 
Pecuniary l\1agnate," described the process by which the finished busi­
ness state is being achieved. Under modem investment the pecuniary, 
differential, advantage of capitalist managers takes precedence over the 
economic advantage of the community. In modern business the avoidance 
of pecuniary losses and of pecuniary wastes and the achievement of 
pecuniary savings take the form of intentional idleness of plant and a 
waste of the community's goods and efforts. These strategic advantages 
and obstructive tactics are fully capitalised in intangible assets. The com­
prehensive principle of modern investment is the charging of "all the 
traffic can bear," or raising prices and thus increasing the net gain of busi­
ness by limiting the supply of goods and, in effect, impoverishing human 
life. The recurrence of hard times is evidence of the effective inhibition 
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of industry resulting from the ownership of capital under the modern 
price system, "the rule of pecuniary standards and management. The 
capitalisation of inefficiency, through the control of invested funds, is ex­
emplified in advertising, armaments, saloons, gambling houses, and 
houses of prostitution, which "simply take their stand on the (institu­
tionally sacred) 'accomplished fact' of invested wealth." 

Modern capital is based on intangible assets. These are capitalisations 
of differential advantages, as against other persons and in the last analysis 
as against the community at large. Such advantages constitute modern 
pecuniary gain, but they cost the community more than is received by 
their beneficiaries, the captains of finance. Capitalisation of the rental 
value of land might be roughly taken as the measure of its current 
serviceability as an item of material equipment, but promoters and real­
estate agents, in assuring prospective buyers of an increased value, will in­
crease the selling price of this "tangible" asset. Thus capitalised rental 
capacity is in the nature of an intangible asset, a preferential or monopolis­
tic claim to income without productive service from the effective owners. 
The effective ownership of means of production in sufficient amount to 
control the market, whether for purchase (as of material or labour) or 
for sale (as of marketable goods or services), gives rise to the intangible 
assets which are the cornerstone of modern profits. In the final sales 
transaction, however, the merchantable goods are valued by the con­
sumer not as assets signifying an instrument of profit, but as means of live­
lihood. Depressions are the result of this discrepancy in valuation. Even­
tually these consumer transactions act as a check on the capitalisation of 
values. 

The analysis of intangible assets was only a preliminary to Veblen's 
discussion of the pecuniary magnate. In modern business the most im­
portant sources of income are not capitalisable, but they yield a legitimate 
business income. In the prevailing common sense, reflecting the "tech­
nologically obsolete'' pre-capitalistic stage, this income is presumed to be 
legitimate wages of superintendence, entrepreneur's profit. In fact after 
the theorist has satisfied himself that such income-streams are traceable to 
a personal source, it has even been attempted, as by Fisher for example, 
to rate the recipients themselves as "capital." Actually the great gains of 
the pecuniary magnates are due to their managerial ability in financial 
operations, to the strategic position of their wealth, as in underwriting and 
the like. These men are not notable for any productive sagacity and 
initiative, as the manreuvres of the United States Steel Corporation with 
Carnegie, and the pettifogging tactics of Standard Oil so well indicate. 
But the assets used in these operations of high finance are already earning 
a return. In contrast to the old-fashioned industrial business, dependent 
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on the causal sequence of the industrial process, there is in this modem 
financing no definite time relation between the Underlying assets and the 
gains they produce. In the long run these great gains are drawn from the 
products of industrial efficiency, and there is a time relation between them 
only in the sense that a day of reckoning, in the form of a crisis and de­
pression, must eventually be faced. Proximately, however, these great 
gains are achieved at the expense of oth~r businessmen through an in­
crease of nominal capital ''based on a (transient) advantage inuring to 
the particular concern whose capitalisation is augmented." Since there is· 
no corresponding increase in the community's material wealth, the in­
creased capitalisation amounts to a redistribution of wealth, a subtraction 
from the community at large. Thus these gains are a "tax on common­
place business enterprise, in much the same manner and with much the 
like effect as the .gains of commonplace business (ordinary profits and 
interest) are a tax on industry." 

The capitalistic efficiency of the capitalist employer lies in his ability, 
through suitable bargaining, to force the industrial community to sur­
render to him as much of its product as is in excess of its requirements for 
a livelihood. His fortunes are dependent on the market, the con junctures 
of purchases and sales, and his aim is to secure some intangible asset, some 
monopoly value. The pecuniary magnate, however, is superior to the 
market. By the mobility of his investments, he can, as profits decide, make 
or mar its con junctures of advantageous purchase_ and sale of goods. His 
capital can be characterised as capital at large, as distinct from capital 
invested in a given industrial enterprise. The capitalist employer becomes . 
an instrumentality of extraction and transmission of revenue from the 
community to the pecuniary magnate, who, in the ideal case, would leave 
him only enough to induce him to continue in business. It should logically 
result that the pecuniary magnate's "relation to business at large will be 
capitalised in some form of intangible assets after the manner in which 
the monopoly advantage of an ordinary 'trust' is now capitalised." But 
this development would have only "a speculative interest • • • for the 
working classes, who own nothing to speak of and whose only dependence 
is their technological efficiency, which has ceased to be their own" since 
it "is already virtually engrossed by the capitalist employer's owner­
ship." 

Veblen's views on the nature of capital gave the organising principles 
for his paper, "The Evolution of the Scientific Point of View," delivered 
at the University of California Kosmos Club, of which Mitchell was 
secretary. In this essay, as elsewhere, Veblen seems to use the concept of 
evolution in the sense of necessary growth or adaptation to the modem 
matenal exigencies. The unavowed postulate of the modem scientist is 
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consecutive change, and thus every goal of research is necessarily only a 
point of departure, every term transitional. This concept of change is "an 
unproven and unprovable postulate," a metaphysical preconception, just 
as the ideal of the general material welfare is a preconception. In a foot· 
note which is itself a minor essay Veblen ostensibly attacked those who, 
like Loeb, deny the concept of causation and contend that there is only an 
idle concomitance of variations, a mathematical formulation suggesting 
the logic of sensation-empiricism. The footnote is more fundamentally 
concerned, however, with the role of causation in modern economic life, 
and with the creative part that can be played in the modern· economic 
system by the scientist or the master technician, if he but recognised his 
role. "The shrewd insight and bold initiative" of the great scientist must 
be tested by experiments. The great advance in science has been made by 
assuming the metaphysical postulate that action can take place only by 
contact, not at a distance, just as in modern industry the advance is by 
the growth of the technological experience through the contact of the 
working community with the material processes. "It is only the 'occult' 
• • • 'Sciences,' " such as those of modern business, "that can dispense 
with this metaphysical postulate and take recourse to 'absent treatment.' " 
Thus, since science cannot avoid a certain amount of "animism" in its 
organising principles, there; must be some form of personal control. The 
question is whether this control is to be that of the technician, with his 
postulate of consecutive change, or that of the pecuniary magnates, with 
their postulate of supernatural justification for their arts of exploitation. 

Returning to his main argument, Veblen declared that in the last 
analysis science and the scientific point of view are by-products of cultural 
growth, and cultural growth is the adaptation of men's habits of thought 
to the material exigencies of the community. Primitive systems of knowl­
edge are construed along thoroughgoing animistic lines, but there prevails 
also a divergent, obscurer, matter-of-fact body of knowledge which is 
concerned with the material means of life. The evolution of the scientific 
attitude has involved a shifting from the first to the second of these in­
compatible points of view. 

The higher learning of the barbarian culture has more room for 
"profoundly picturesque speculation" than for matter-of-fact generalisa­
tions. Its "excursions are not so immediately and harshly checked by 
material facts"; that is, it is not "guided, undisguised and directly, by the 
habitual material (industrial) occupations. The fabric of institutions in­
tervenes between the material exigencies of life and the speculative scheme 
of things," and thus the latter is formed in the image of the prevailing 
cultural scheme of status, coercion, and differential authority. The dis­
cipline of such institutions as slavery, ownership, or royalty is not the same 
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for the master as for the serf. If the scheme of institutions is in the hands 
of one class engrossed in maintaining the prevailing law and ·order, and 
the workmanlike activities are in the hands of a class to whom the main­
tenance of law and order "is at the best a wearisome tribulation/' a con­
siderable discrepancy arises between the two systems of know ledge. The 
workaday generalisations fall into deeper obscurity, mirroring the depth 
of indignity to which workmanlike efficiel}cy falls under such a barbarian 
scheme, and they only remotely check the current speculative scheme. 
Reality and fact become widely dissociated from each other. But if the 
institutional fabric, the community's scheme of life, changes so that the 
habitual interest of the people is centred on the immediate material rela­
tions of men to brute actualities, then the discrepancy is not so great be­
tween the speculative realm and workaday generalisation of fact, and the 
spirit of modern science has a chance to rise. 

Matter-of-fact theories are beneath the dignity of the ancient sciences, 
with their intangible rc;:alities of status. But the modern machine tech­
nology has created new scientific preconceptions. '~These machine-made 
preconceptions of· modern science, being habits of thoughts induced by 
the machine technology in industry and in daily life, have • • • most 
consistently affected the material sciences." They threaten the disappear­
ance of the ancient preconceptions of differential reality, creative caU;sa­
tion, invidious merit. In such disciplines as economics, however, which 
lieJar afield from the technological domain, it is an open question whether 
the metaphysics of the machine technology will supersede the prevailing 
metaphysics of the code of honour. · 

The influence on economic thought of this· metaphysics of the code of 
honour was elaborated by Veblen in an article on "The Limitations of 
Marginal Utility," published in The Journal of Political Economy. In 
the comparable essays, "Why Is Economics Not an Evolutionary 
Science?" and "The Preconceptions of Economic Science," his inquiry 
was phrased in terms of the difference between the animistic and the 
evolutionary, matter-of-fact points of view; now, a decade later, it is 
phrased in terms of a contrast between efficient and sufficient reason. His 
inquiry was now, in Hegelian language, whether the fact that the pre­
vailing financial system of control exists is sufficient reason or justifiable 
ground for its existence, as is presumed by conventional economic thought. 

Marginal utility economics becomes for Veblen the comprehensive 
term for prevailing economic thought, just as differential gain became 
his comprehensive term for characteristic modern business enterprise. 
The practitioners of marginal utility economics are not concerned, as are 
modern scientists, with the growth of the industrial arts in the sense of 
their adaptation and needs; in other words, marginal utility economics 
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has nothing to say about the growth of modern business enterprise. The 
institutional facts of modern capitalism and modern industry are "taken 
for granted, denied, or explained away." The preconceptions of economic 
science themselves represent "a certain institutional situation, the sub­
stantial feature of which is the natural right of ownership," and the 
hedonistic calculus is a wise adaptation to the demands of the main chance. 
But these postulates give the point of view of sufficient reason rather than 
efficient cause. Veblen presents the contrast as if it were one between the 
activities of the pecuniary magnate and the requirements of material 
circumstances. In their consequences the two are incompatible. "The rela­
tion of sufficient reason runs by way of the interested discrimination, the 
forethought of an agent who takes thought of the future and guides his 
present activity by regard for this future." It ·"runs only from the (ap­
prehended) future into the present, and it is solely of a subjective, per­
sonal ••• character and force; while the relation of cause and effect 
runs in the contrary direction, and it is solely an objective, impersonal, 
materialistic character and force." 

The principles of marginal utility, however, "commend themselves 
to all serious and uncritical persons at the first glance. They are principles 
of action which underlie the current business-like scheme of economic life, 
and as such, as practical grounds of conduct, they are not to be called into 
question without questioning the existing law and order. • • • Men order 
their lives by these principles and practically entertain no question of their 
stability and finality. That is what is meant by calling them institutions," 
ormethods of action arrived at by habituation and convention and agreed 
upon~ But modem science, instead of assuming their stability, makes a 
causal, that is, a genetic inquiry into their relation to the other phases of 
culture, namely the material exigencies of life. The basis of "hedonistic 
discrimination" is property, ownership, "conceived to be given in its 
finished (nineteenth-century) scope and force." But Veblen creates a cer­
tain confusion by using "hedonism" now in a sense almost contradictory 
to his previous formal use of the term. Modern business traffic, in which 
pecuniary gain is not to be identified with the sensations of consumption 
or with material serviceability, he now describes as unhedonistic. 
Hedonist economists refuse to realise that extraneous pecuniary aims 
control the exigencies of life for the community. 

Productive efficiency and distributive gain are measl;lred in terms of 
pecuniary serviceability; that is, the institution of price accountancy, the 
institution of property or money values, "dominates the current common 
sense in its appreciation and rating'' of the "non-pecuniary ramifications 
of modem culture," although it is an extraneous standard of excellence. 
Hedonist economists may admit upon reflection that preoccupation with 
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extraneous commercial interests has "commercialised" the rest of modern 
life, namely material exigencies, but the commercialisation of commerce 
is not conceded. "Business ·transactions, and computations in pecuniary 
terms, such as loans, discounts, and capitalisation, are without hesitation 
converted into terms of hedonistic utility, conversely." 

The run of the facts of modern business shows that increases in· capi­
talisation, that is, credit extensions tending to inflate credit, raise prices, 
and overstock markets, occur without a visible basis in the material items 
of the state of the industrial arts or in the sensations of consumption, to' 
which hedonistic theory reduces all phenomena. The pecuniary magnate 
seeks not consumable goods or the sensations of consumption, but. ac­
cumulations of wealth in excess of the limits of practicable consumption. 
He does not intend to convert this wealth by a final transaction into con­
sumable goods or sensations of consumption. But the hedonists explain 
away these characteristic pecuniary phenomena, out of which "the con­
junctures of business life arise and run their course of felicity and devasta­
tion," as due to aberrations and faulty logic on the part of the modern 
businessman. Thus the entire money economy, with all its machinery of . 
credit, disappears into a refined system of barter culminating in a maxi­
mum of pleasurable sensations of consumption. 

Veblen's last article at Stanford, "Christian Morals and the Competi­
tive System," is almost suggestive of The Communist Manifesto and its 
ringing close. The instinct of workmanship is ,here translated into an 
ethical norm of conduct, of brotherly love or mutual aid. The setting 
is ostens~bly the period of devastation and subjection by imperial Rome, 
but the article reads more like a description of the period of depression 
after the panic of 1907. Veblen compares the morals of Christianity and 
those of competition, emphasising again the incompatibility between 
material welfare and investment for profit. The two kinds of morals are 
incompatible codes of conduct, institutional by-products of tw:o different 
cultural situations, and the question is which one will decay. 

The fundamentid principles of Christian morals, said Veblen, are first, 
brotherly love and mutual service, and second, non-resistance or humility. 
The first is basic, an inherited trait. It antedates Christianity and is 
characteristic of the peaceable savage culture. ''When the pressure of 
conventionality is removed or relieved," the savage heritage "~prings 
eternal." It is doubtless because this principle of conduct is inherited that 
it has persisted "even in later times, when the external conditions have 
not visibly favoured or called for its exercise." The second principle, non­
resistance or humility, is not altogether compatible with the life of a free 
man, and is not so firmly rooted among free peoples. It is the less humane 
principle, and arises from the discipline of coercion under imperial 
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masters. The subject peoples, having been ground down by their masters, 
and having no rights which the latter were forced to respect, acquired 
the conviction that non-resistance to the exactions of their masters, "was 
the chief of virtues if not the whole duty of man." Neither this trait nor 
that of mutual service is characteristic of the master classes. 

The lower classes, as a result of their experience of "Roman devasta­
tion and punishment-at-large," lost whatever class distinctions and 
privileges they had en joyed and found themselves in a uniform state of 
subjection, "in which one class or individual had little to gain at the 
cost of another, and in which ••• each and all obviously needed the 
succour of all the rest." The conventional distinctions inherited from the 
past were fictitious and meaningless in the current situation. "The pride 
of caste and all the principles of differential dignity and honour fell 
away, and left mankind naked and unashamed and free to follow the 
promptings of hereditary savage human nature." This principle of mutual 
service "is for ever reasserting itself in economic matters, in the impulsive 
approval of whatever conduct is serviceable to the common good and in 
the disapproval of disserviceable conduct even within the limits of 
legality and natural right. It seems, indeed, to be nothing else than a 
somewhat specialised manifestation of the instinct of workmanship and 
as such it has the indefeasible vitality that belongs to the hereditary 
traits of human nature." It is not, however, to be confused with the 
prittciple of thrifty charity or pecuniary fair play, which closely resembles 
the modern business principle of "all the traffic can bear." 

From Christian morals in the Roman period Veblen turns to modern 
business morals, interpreted as an outgrowth of the handicraft era. Under 
the conditions of handicraft and petty trade, the right of ownership made 
for equality rather than inequality. The handicraft situation emphasised 
the workman's creative relation to his product, as well as his responsibility ' 
for it and for its serviceability to the common welfare. Honesty was the 
best policy. The principles of ownership were in close touch with the 
"ancient human instinct of workmanship which approves mutual aid and 
serviceability to the common good." But under the m.achine technology 
and corporation organisation, with delegated management, credit, and 
distant markets, there is no longer such a "close and visible touch between 
the workman and his product, as would persuade men that the product 
belongs to him by force of an extension of his personality." There is no 
visible relation between serviceability and modern acquisitive business. 
The pecuniary principles have lost the sanction afforded by. the human 
propensity for serviceability to the common good. Except, therefore, 
"for a possible reversion to a cultural situation strongly characterised by 
ideals of emulation and status, the ancient racial bias embodied in the 



AND HIS AMERICA 195 

Christian principle of brotherhood should logically continue to gain 
ground at the expense of the pecuniary morals of competitive business." 

Veblen had begun work on what he had originally scheduled as his 
second book, The Instinct of Workmanship, but once more his personal 
affairs led him into difficulties. One of his feminine friends had come to 
Palo Alto, and, when his friends suggested that her presence might cause 
trouble, Veblen only replied: "What is one to do if the woman moves in 
on you?" In December 1909 he was forced to resign. A young woman who 
had come from the University of Nebraska in 1909 to study under Veblen 
has said that the greatest disappointment in her student career occurred 
in January 1910, when Veblen did not reappear to continue his courses. 
Young met the class on "History of Economic Thought" and said he 
would teach that course but could not undertake "Economic Factors." 
"That course," he said, "is taught in no other place and by no other man 
-it is Dr. Veblen's own course." Veblen might have defended himself, 
but he refused. His friends on the faculty did not, he felt, stand by him 
as strongly as they should have. He wrote Katherine Bement Davis, a 
former student, to believe in him regardless of what she heard. 

Veblen applied for a position at various schools.· To James Mavor, 
who was in charge of economics at Toronto, he wrote that he was 
anxious to secure an appointment there because he wished to compare 
university conditions in Canada, where there was a strong Scottish in­
fluence, with those in the United States. This interest suggests that Veblen 
had already begun work on his book, The Higher Learning in America. 
Mavor consulted someone who warned him against Veblen, and as a result . 
the application was not successful. Veblen was a difficult undertaking for 
any department. His severance from Stanford was of such a kind that 
it was difficult for other institutions to offer him a position. The only 
possibility seemed to lie in his securing a research grant from some founda~ 
tion for a few years. Such organisations as the Carnegie Institution and 
the Archreological Institute of America often backed anthropological ex­
peditions, and the Pumpelly expedition to Turkestan had achieved some 
spectacular results. His friends turned to these organisations. 

Veblen began writing an ostensibly anthropological paper on "The 
Mutation Theory, the Blond Race, and the Aryan Culture," which was 
later published as two separate articles, "The Mutation Theory and the 
Blond Race" and "The Blond Race and the Aryan Culture." Here the 
contrast is between Darwinian doctrines and the Mendelian mutation 
theory. The main postulate of the Mendelian theory is the stability of 
type, and without such an assumption any . ethnological inquiry must 
degenerate into mere fantasy. But ethnologists have also accepted the 
incompatible Darwinian doctrine "that racial types vary incontinently 
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after a progressive fashion, arising through insensible cumulative varia­
tions and passing into new specific forms by the same method, under the 
Darwinian rule of the selective survival of slight and unstable (non­
typical) variations." On the assumption of stability of type it follows that 
these racial types have arisen not by the cumulative acquirement of un­
stable, non-specific traits, but by mutation or some analogous method, and 
this view must find its way into anthropology and "questions of cultural 
origins and relationship." "Hence an inquiry into the advent and early 
fortunes of the blond stock in Europe will fall, by convenience, under 
two distinct but closely related captions: The Origin of the Blond Type, 
and The Derivation of the Aryan Culture." 

Veblen's fundamental distinction between modern business and the 
requirements of the machine process so pervades his thinking that it is 
apparent here too in the structure and organisation of his inquiry. Even 
the discussions of climate, topography, and language, comparing the 
blond race and the Aryan culture, run in the familiar terms of the anti­
thetical institutions of modern economic life. It is as if Aryan speech were 
the speech of modern business enterprise; as if Aryan culture were modern 
pecuniary culture; as if the triple relationship between the Mediterranean 
stock, the Alpine or Aryan which subdued it, and the dolicho-blond, were 
comparable to the relationship between the eras of small business, big 
business, and the industrial republic; as if the process of Aryanisation 
symbolised the growing dominance of ·business civilisation; and as if 
the contrast between Darwinism and mutationism were a contrast be­
tween liberalism and revolutionary socialism. 

The stable, generic type that under lies modern mankind is now rep­
resented as the dolicho-blond. It arises as a mutation from the Mediter­
ranean type, which is a composite of producer and marauder. The Aryan 
is a predatory, commercial race intruded upon the blond from outside 
Europe. In the diffusion of the pastoral (patriarchal and predatory) in­
stitutions of .this Homo Alpinus "the language and in a less degree the 
<;lomestic and civil usages and ideals bred by the habits of the pastoral 
life might of course come to be dissociated from th~ir material or 
technological basis and so might be adopted by remoter peoples who 
never acquired any large measure of the material culture of the pastoral 
nomads whose manner of life had once given rise to these immaterial 
features of Aryan civilisation." This is a supposition of "conjectural his­
tory," but it is supported by certain considerations. "Insubordination, 
which is the substance of free institutions, is incompatible with the pros­
perous large-scale pastoral culture of the predatory Aryan. The social 
structure is an organisation of graded servitude, in which no one but the 
overlord is his own master, and almost unavoidably the tribal organisation 
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of the group becomes eventually a despotic monarchy. The classic" Greek 
and Roman republics seem to have been of this nature, but not the pagan 
Scandinavian culture. Certain writers have imputed a fighting, class 
organisation to the Scandinavian culture, by plainly "construing Germanic · 
facts in Roman terms, very much as the Spanish writers of a later day 
construed Mexican ... facts in medieval-feudalistic terms." In the 
migrations the wandering Scandinavian. hosts achieved a clan organisa­
tion through exposure to warlike discipline, but their "loose-jointed 
proliferous European paganism" still persists, even after a long period of 
Aryanisation. 

The theory of the European origin of the dolicho-blond is faced by the 
apparently insurmountable fact that the languages of early Europe are · 
almost universally Aryan, but this can be explained by the trade activities 
of the Aryan. The language of the people who carry on trade is the 
language which becomes dominant. Dealing with "many men of varied 
speech, and carrying their varied stock of trade goods," they will impose 
their own names for the articles bartered, thereby contributing much to 
the jargon vocabulary. The intrusive words, which are the names of 
intrusive facts, "will in so far find their way unhindered into current 
speech" and displace the indigenous language. The idioms of Aryan 
speech were in their beginnings "little else than crude vocabularies cover­
ing the commonest objects and most tangible relations ..•• By time­
long use and wont the uncouth strings of vocables whereby the beginners 
of these languages sought to express themselves have been worked down 
through a stupendously elaborate fabric of prefixes, infixes, and suffixes, . 
etc., etc., to the tactically and phonetically unexceptionable inflected 
languages of the Aryan family as they stood at their classical best." The 
European jargons are not as close to the ideal pattern as are the best 
Asiatic, which lie "nearer the centre of diffusion of the proto-Aryan 
speech and technology." Thus Veblen denied the existence of an Indo­
European language stock and implied the Sanskrit might have been a 
trade language, like the modern Chinook pidgin, built up out of odds 
and ends of existing languages. This.theory, he later confessed, put him 
at no little variance with the philologists. 

After finishing this work Veblen stayed for a time on some property 
in Idaho. His work was interrupted by an attack of pneumonia, but when 
he recovered he prepared a memorandum "As to a Proposed Inquiry 
into Baltic and Cretan Antiquities" and a statement of expenses for such 
an inquiry, hoping to receive a Carnegie grant to carry it through. "The 
problem on which my interest in prehistoric matters finally converges is 
that of the derivation and early growth of those free or popular institu­
tions which have marked off European civilisation at its best from the 
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great civilisations of Asia and Africa." He seems to have considered that 
the central areas for such free institutions were Crete and the Aegean 
Mediterranean, and also-since there were trade relations with the north 
-the Scandinavian shores. "A study of other primitive cultures, remote 
and not visibly related to this early European civilisation, shows a close 
correlation between the material (industrial and pecuniary) life of any 
given people and their civic, domestic, and religious scheme of life; the 
myths and the religious cult reflect the character of these other-especially 
the economic and domestic-institutions in a pecularly naive and truthful 
manner." Evidence of the technological bent which is peculiarly char­
acteristic of western civilisation runs very far back in the North Sea­
Baltic culture, and later explorations in Crete and its cultural dependencies 
suggest that the prehistoric Aegean culture possessed a similar aptitude 
for technological efficiency. The problem that interested Veblen was what 
constitutes "the nature and force of the correlation, if any, between this 
peculiar development of technological efficiency and the early growth 
and character of that scheme of free institutions which today is as char­
acteristic a trait of western civilisation as is its pre-eminence in point of 
technological efficiency." It was desirable, he said, that such an inquiry 
be pursued co-operatively, since it is a most common trait of scientists, 
"particularly when occupied with matter that is in any degree novel and 
growing, that they know and are willing to impart many things that are 
not primarily involved in the direct line of their own inquiry and many 
things, too, to which they may not be ready to commit themselves in 
print." 

Veblen estimated that the expedition would take three years and that 
the expenses would be between $I6,ooo and $20,000. As to his own 
remuneration, he wrote: "Since my retirement from university work 
leaves me without an income, some provision of that character would 
necessarily be involved in my taking up this inquiry. I am accustomed to 
a salary of $3,000, but in this matter, I shall, of course, be glad to defer 
entirely to the-discretion of the Executive Committee." 

Veblen sent the article and statement of the project to P,resident Jordan, 
who forwarded them, with a letter of his own, to the Carnegie Institution 
at Washington. He wrote that Veblen was "one of the highest living 
authorities in certain specialised lines, one being the economic theory, and 
the other the theory of the origin and development (especially economic 
development) of primitive man. He wishes to devote his life to the latter 
type of study, and if possible without the burden of teaching. He resigned 
his professorship here on January I, I 91 o. • • • The details of his giving 
up teaching can be explained, if necessary. Dr. Veblen is an unworldly 
sort of man, who is bound up in his scientific studies. He has a mind that, 
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in certain lines of subtlety and keenness of apprehension, has no superior 
in this country." 

There was no lack of letters of recommendation. Allyn Young referred 
to Veblen's special competence in economic theory and added: "On the 
basis of a somewhat varied academic experience I feel no hesitation in 
saying that Veblen is the most gifted man whom I have known. His 
scholarship is extraordinary, both in range and thoroughness. Moreover, 
he carries it lightly-he has none of the marks or methods of the pedant. 
• • • Professor Taussig of Harvard recently wrote me that he regarded 
Veblen as one of the very few men who have given distinction to American 
work in the field of economics. • • • I regret in many ways that Veblen 
expects to abandon the teacher's profession, even temporarily. He has 
never been very successful in dealing with large . numbers of under­
graduates, and has never been a good 'drillmaster.' But on the students 
of adequate preparation and range of interests who have come under 
his influence he has had an extraordinary influence, and the same is true 
with reference to those of his colleagues who have had the fortune to 
know him at all· intimately. • . ." 

Taussig wrote: "I am able to say ••. without hesitation that Profes­
sor Veblen is a brilliant and many-sided scholar. His work has covered 
not only Economics, but has crossed the border line into Sociology. It has 
been original and stimulating. A brother economist, in whose judgment I 
have much confidence, once remarked to me in conversation that Veblen 
came as near to being a genius as any economist we have; and I am in­
clined to think that the remark was just. Any man whose views run out- · 
side the beaten track is accused of being radical, and of lacking sound 
judgment. Such accusations have been brought against Veblen. But I am 
free to say that on some topics I myself am of the. opinion that Veblen 
has not shown sound judgment. I believe his work has been of very high 
order indeed, and amply deserves the encouragement ofsuch a body as the 
Carnegie Institution." 

Davenport, who was then head of the department of economics at the 
University of Missouri, expressed as usual his high admiration and added 
that "the University of Missouri has for some time been ·pressing for 
Professor Veblen's promise to give next year his course here upon the 
economic factors of civilisation." Starr and Laughlin also wrote in Veb­
len's behalf. Mitchell secured a recommendation from David Barrows, 
and Rolfe secured one from Jameson, who was now director of the de­
partment of historical research in the Carnegie Institution. 

At the same time a similar move was made to enlist the interest of the 
Arch:eological Institute of America. Camp secured the aid of the Stanford 
professor of Latin, H.R. Fairclough, a former president of the institute, 
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and of Warren Gregory, a leading San Francisco attorney. But nothing 
carne of either plan. Archzologists who were consulted were not im­
pressed. At first the Carnegie officials showed some interest, and Veblen 
was immensely pleased over the possibilities of the trip, but later they 
announced that, although they thought well of the project, no funds 
were available for its execution. Veblen felt that President Jordan had 
not supported him as he might have. 

But Davenport carne to his rescue. Davenport had nothing of the cos­
mopolitan learning of Veblen, and in almost every fundamental respect 
he was a radically different type of person, but Veblen had been his 
teacher and was, he felt, a great intellectual force. Despite the danger, 
risks, and conventional inhibitions, Davenport remained true to his in­
tellectual conscience and persuaded President A. Ross Hill to bring Veb­
len to the University of Missouri. Veblen considered Davenport the 
"salt of the earth." 

Late in 1910 Veblen departed for Columbia, Missouri, to begin teach­
ing in February 191 I. He gave Camp his varied assortment of books, in­
cluding Marx's Capital, the nineteen volumes of the Industrial Com­
mission Report, a set of Spencer, and volumes of the ethnological reports 
of the Smithsonian Institution, around which so much of his work had 
revolved. It was the close of one cycle of his life, the beginning of another 
one more mature. The era of articles for the professional journals was 
over, and the unfolding of the credit economy was demanding a less 
roundabout analysis. 



CHAPTER XVII 

T
HE great outoy ~oainst "big ]:rosiness" was reaching the close 
of another phase. In I9II the House of Representatives ap­
pointed a committee to investigate the United States Steel 
Corporation. The Bureau of Corporations made a report on this 

"greatest industrial concern in the United States ••• the most con­
spiruous example of the modem corporate organisation of great business,» 
maintaining that the formation of this holding company arose &om at­
tempts to prevent a threatened steel war and to achieve great profits 
through the flotation of securities. Over half its original capitalisation of 
$1,400,000,000 was "water," that is, based on intangible merger factors. 
Its iron ore reserves were valued by the bureau at $100,000,000 whereas 
the corporation valued them at $ 700,000,r:xxJ. The bureau report stated 
that the ore reserves, which were the dominant factors in the steel in­
dustry, were "made to stand for the excess of capitalisation over value of 
tmgible assets." Of the stock, over $150,000,000 "was issued either di­
rectly or indirectly (through exchange) for mere promotion or under­
writing concerns.'' From 1901 to 1910 the average rate of profits on the 
t::mgible value of the investment was twelve percent, and this would be 
considerably increased if allowance were made for the fixed rate of ap­
proximately five percent interest on bonds. The corporation's lease of 
Hill's enormous ore properties, ''with an unprecedentedly high rate of 
royalty and other onerous conditions, is a striking instance of the policy 
of the corporation to maintain a high degree of control of ore.» 1 

The majority report of the investigating committee, after lengthy 
hearings, declared that the "daring financiers" used the ''steel industry 
as basis for the fabrication of 'bonds,' not billets,, by a "monotonous 
repetition of the old process of the inflation and exchange of securities., 
They practically paid themselves out of the securities, "which were so 
lamhly issued," in actual disregard of "the rights of the stockholders or 
the welfare of the industry." The interests in control derived a "greater 
profit from their operations in the stock market than the manufacture of 
steeL" "Gary dinners" and similar arrangements helped to prevent price 
competition. 

U nionisation was opposed, according to the executive records of the 
corporation, and a study of the United States Commissioner of Labour 
showed that of the ISJ,r:xxJ employees in the blast furnaces, steel works, 
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and rolling mills, so,ooo customarily worked seven days a week, and 
twenty percent of them worked eighty-four hours or more a week, which 
meant a twelve-hour day, including Sunday. Labour conditions in the 
company's plants were far below "the American standard of living among 
labourers in our country. Some of the details are revolting, both as to 
sanitary and moral conditions." The wages paid, assuming constant em­
ployment and the ordinary family as the basis, "are barely enough to 
provide subsistence." 

The corporation made heavy contributions to political parties, par­
ticularly for the purpose of maintaining the protective tariff against 
competing items. The report criticised most severely the "inside manage­
ment," and the record is full of "the pernicious effect sometimes upon the 
Steel Corporation itself, and more often upon the public generally, of this 
interlocking of directorates." Specific instances of abuses directly traceable 
to the community of interest between a few powerful individuals in con­
trol of a great number of corporations were the "enormous sums" paid in 
the purchase of various properties, rebates on purchases to Standard Oil 
Company, "the purchase of supplies by the International Harvester 
Company and the American Tin Company at greatly reduced rates, the 
complicated web of agreements in restraint of competition, low costs in 
sliding-scale contracts," the huge sums paid Frick and others for certain 
properties, and the "inordinate sums" paid to the promoters and under­
writers. The power wielded by the directors was to be measured not only 
by the size of the corporation itself, but by the ramifications of the far­
reaching interests of its directors and by its control, amounting in effect 
to monopoly powers, in banking, transportation, and manufacturing. 
"The holding company is not an evolution, it is an abuse of corporate 
power." "The enormous earnings of the Steel Corporation are not due to 
a degree of integration or efficiency not possessed by its competitors, but 
to the ownership of ore reserves out of all proportion to its output or 
requirements and to the control and operation of common carriers, and to 
concessions in the nature of rebates, obtained from other railroads through 
inequitable divisions of rates and inordinate terminal allowances." 

Carnegie and Gary suggested federal government control, but the 
majority report declared for full publicity of the operation of the Steel 
Corporation and similar organisations, for enforcement of the law against 
the use of "cunning devices" to secure unfair advantages over competitors, 
and for the prevention of an industrial concern's owning an interstate 
carrier.2 The Standard Oil Company of New Jersey, the master holding 
company, was dissolved by the Supreme Court in 1911, but the court laid 
down the rule of reason in judging combinations. The effect of the dis-
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solution was more formal than substantial, since the chief stockholders 
received proportionate shares in the underlying concerns, and continued 
their concentrated control. 3 

The election of Wilson seemed to mean a change, although in his 
"devout faith in the beneficence of competition," according to Witt 
Bowden, a writer of American industrial history, "there was something 
suggestive of the metaphysical preconcep~ons of the classical economists, 
which Veblen delighted to talk about in words of learned length if not 
of thundering sound." 4 The New Freedom drew a distinction between 
''big business' which was justified, and the trust, and thus followed in the 
traditions and legal distinctions of Presidents Roosevelt and Taft. 

In I 91 I Loeb, in defending "the mechanistic conception of life," paid 
tribute to the forces that Veblen contrasted with -"big business": "We are 
active, because we are compelled to be so by processes in our central 
nervous system; and as long as human beings are not economic slaves, 
the instinct of successful work or workmanship determines the direction 
of their action. The mother loves and cares for her children • -• • because 
the instinct of taking care of the young is inherited just as distinctly as the 
morphological characters of the female body. We seek and enjoy the 
fellowship of human beings because heredi~ry conditions compel us to do 
so. We struggle for justice and truth since we are instinctively compelled 
to see our fellow-beings happy. Economic, social, and political conditions, 
or ignorance and superstition, may warp and inhibit the inherited instincts 
and thus create a civilisation with a faulty or low development of ethics. 
Individual mutants may arise in which one or the other desirable instinct 
i;, lost, just as individual mutants without pigment may arise in animals; 
and the offspring of such mutants may, if numerous enough, lower the 
ethical status of a community. Not only is the mechanistic conception of 
life compatible with ethics, it seems the only conception of life which can 
lead to an understanding of the source of ethics." _G . · 

Veblen's Chicago students began paying back their intellectual debts. 
Hoxie had now realised that Veblen's distinction between-industrial and 
pecuniary employments was a guiding principle, not an explanation, and 
that Veblen's apparently methodological criticisms of academic economics 
were something more vital than the mere charge that received economics 
is unconscious apologetics for things as they are. Thus he turned to a 
more effective examination of labour, in terms of the spirit. of work­
men's organisations, of workmen's ideals and aspirations under the per­
vasiveness of business principles. Mitchell was diverted to the study of 
business cycles, partly by Veblen's paper on "Industrial and Pecuniary 
Employments," and in I 9 I 3 published the outcome of his studies, based 
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on the principle that pecuniary discretion or profits is an end in itself in 
modern economic life. The money economy was beginning to be examined 
as such, instead of as a refined system of barter. 

Veblen continually asked Ellen Rolfe to secure a divorce so that his 
position would be less precarious, but she always felt he would come back 
to her. In January 1911 she wrote to a friend: "He now once more wishes 
me to get a divorce. The situation is still so complicated that I don't know 
which way to turn." She owned a number of houses and her Oregon 
timber claim was worth $4000, but she complained that she was very 
poor and had received nothing from Veblen for years. Within a year 
of this letter she relented, however. "After months of parleying back and 
forth," she wrote, "I was finally divorced in fifteen minutes and before 
three men only, on charges of non-support! II ••• What a horrible 
rupture divorce is! Incredible! ••• Mr. Veblen through his part of the 
bargain is to furnish me with $25.00 a month, probably will not do it." 
President Hill wrote President Jordan about Veblen, and Jordan replied 
that he saw no reason why Veblen should not be retained since he was now 
divorced and could straighten out his matrimonial difficulties. 

In 1914 Veblen married Anne Fessenden Bradley, a divorcee, whom 
he had known in Chicago and California. A former student who was de­
voted to Veblen felt very certain that the latter did not wish to marry, 
and tried to help him to avoid it, but after he had with difficulty arranged 
what seemed a satisfactory solution Veblen in!ormed him that he was 
old enough to take care of his personal affairs himself and that he in­
tended to be married immediately. The Veblen family felt that "only 
trouble has come from marriage outside of our people." 

Mrs. Veblen took excellent care of Veblen, did all his typing, washed all 
the laundry, made clothes for her children. Some acquaintances marvelled 
that this "amorous little wife and mother should mate with such a dry 
quizzical man." One student, who recalled her as a quiet little mouse, 
said: "I remember distinctly that several times we laughed about the fact 
that he had married a woman who was apparently not high brow, and 
we simply passed it off with the comment that in ma~rimony there was 
no accounting for tastes." She was intent on having a child by Veblen, 
but there was no heir. Mrs. Veblen was a radical, according to a neighbour, 
but of a type precisely opposite to that of Veblen, "impatient, explosive, 
and very doctrinaire. She was immensely attracted by the thought of the 
movement and sense of progress involved in violent destruction, the 
dearing out of the way of what she hated, so that rebuilding could take 
place on a dear site." She would argue the merits of socialism with other 
faculty wives. Veblen would become bored with these discussions, and 
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would remark that the disputants could find enough books in the library 
to prove either side of the argument. 

Mrs. Veblen brought up her two daughters in accordance with what 
she read literally in The Theory of the Leisure Class. The children wore 
long dresses while the fashion was short ones. A neighbour has said: 
"I wonder if he could not see how mistakenly their mother brought them 
up. She was very indignant once because ~omeone said to her, I think of 
your girls as little quiet mice. Nevertheless it was a fair comment and 
while it was an unintended, it was certainly a result of her training. She' 
had no mercy on them as children who ought to be allowed to live in and 
enjoy the world as it is, and be taught to criticise it later when they have 
more developed minds. Doctrinaire persons are often unconsciously cruel 
and I felt that Mrs. Veblen was so, in certain respects, to her children. Her 
personal affection was great, but she simply could not understand and 
would certainly not have admitted children's need for being allowed to 
enjoy uncritically when they are young." Veblen was blamed because it 
was felt that some of Mrs. Veblen's tactics were due to her feeling that the 
great man must have absolute quiet. The children were enrolled in the 
university demonstration school, but they were likely not to arrive until 
eleven o'clock or even until the afternoon. The director spoke to the 
children, but it had no effect, and finally he sent Veblen a note saying that 
he could not have the school discipline demoralised. No notice was taken 
of the note. The director sent a letter saying that unless· the girls came 
on time they would have to be withdrawn. Veblen answered that he felt 
the children must have all possible rest and sleep and that he was unwill-
ing to waken them in the mornings. · 

Ellen Rolfe, in a letter to a friend telling of some business deals, said: 
"Have never received a cent of help since divorce, though was awarded 
alimony. Such is men's gratitude." She knew Veblen had married and 
she declared: "I do not give him one thought." 

For a time before his marriage Veblen lived with the Davenports. He 
occupied a tent in the basement and the entrance was through a window~ 
One year he stayed with the Stewarts, and there he had a carpentry shop, 
where he built furniture and other things. His pen was one of his own 
construction. Davenport tells of Veblen doing such things as taking the 
clock apart to see how it worked. After his marriage Veblen set up his 
own establishment. He made nearly all the furniture himself, out of dry­
goods boxes which he covered with burlap. The "chairs" were hard and 
they lacked backs, but they were not unsuited to a hardy product of pioneer 
conditions. The only expensive thing in the house was Veblen's cigarettes, 
which cost $3.50 a hundred, but these were supplied him by Max Hand-
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man, a student and colleague. Veblen refused to have a telephone in the 
house. He once wrote that the telephone not only has the drawbacks of 
the typewriter, which "has appreciably more than doubled the volume of 
correspondence necessary to carry on a given volume of business and 
quadrupled the necessary cost of such correspondence," but in addition 
the telephone "involves a very appreciable nervous strain and its ubiq· 
uitous presence conduces to an unremitting nervous tension and unrest 
wherever it goes." • 

Veblen was convinced that the time of women in the home is too much 
taken up with household duties. He had a theory that if the work were 
properly organised it would not take more than an hour a day, thus leav­
ing ample time for the housewife to have a career if she chose. In his 
house the ceremony of making beds was considered a useless expenditure 
of energy, and the covers were merely turned down over the foot so that 
they could be easily drawn up at night. Dishes were washed only when the 
total supply was exhausted. They were stacked in a tub, and when all 
of them had been used the hose was turned on, and after the water had 
been drained off they were allowed to dry by themselves. Veblen also 
advocated the making of clothes out of paper. 

Veblen's ill health was now more aggravated. He was very susceptible 
to colds, and they were of such severity that he had to stay in bed. His wife 
believed that his delicate health was the result of an overdose of calomel 
which he had taken sometime in his early thirties. 

Columbia was the first country town where Veblen had stayed for any 
length of time, and it was abhorrent to him. The local Chamber of Com­
merce offered a prize for a slogan for the town, and Veblen told Walter 
Stewart, a student and colleague, that it ought to be described as a wood­
pecker hole of town, to which he later added, "in a rotten stump called 
Missouri." In discussing the nature of modern capital in his course on 
"History of Economic Theory" Veblen compared the early German 
mercantile and feudal states to Columbia, and the guilds to the commer· 
cial club. The only difference between them, he said, was that the guilds 
did not have a printing press. . 

During his entire stay of seven years at the University of Missouri 
Veblen's rank was that of lecturer, and his appointment had to be renewed 
annually. Every year Mrs. Veblen was greatly worried when the time 
came for the renewal of his appointment. As against his Stanford salary 
of $3000 he received here $1920 in 1913 and $2400 in 1917.1 

The university atmosphere was not to Veblen's liking. When he ate 
in the faculty dining-room, he usually left the table promptly after he 
had finished. He considered President Hill the best college president he 
knew, but declared that the best of men after ten years as president become 
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highly undesirable characters. Once in class he referred to President Jor,;, 
dan as a pseudo-scientist but, when a student criticised Jordan after he 
became Chancellor, Veblen remarked that the university had not yet 
improved upon him. . 

Veblen's faculty position for the greater and latter part of his stay 
was in the School of Commerce, of which Davenport was dean. The 
catalogue read: "Its aim is to equip student~ with a thorough knowledge of 
the general principles of business, to prepare them for the investigation 
and mastery of the practical organisation and administration of any busi~ 
ness, not to train them for particular lines of business." Its curriculum "is 
especially intended for those students who are looking forward to ( 1) a 
career in some one or other line of business, or ( 2) teaching in the field 
of economics or commerce, or ( 3) secretarial or governmental or public 
commission work." 7 The curriculum included Veblen's courses on "Cor­
poration Finance," "Trusts and Combiruitions," "Economic Factors in 
Civilisation," and "History of Economics." 

Class attendance was a very important matter at Missouri, and a student 
absent more than a certain number of times automatically suffered are­
duction in his grade. The supervision of examinations was also supposed 
to be strict. But Veblen's laxness concerning grades and attendance was 
notorious. According to a student, Montgomery Wright, he told his class 
at the opening session: "The fact that you are here as mature and serious 
scholars is proof to me that you are deeply interested in this course and 
that you will not miss a lecture unless absence is unavoidable. The uni­
versity authorities, however, feel that a roll should be called. I should 
be the last man to go against constituted authority." He then called the 
roll of students, each of whom was listed on a separate card. When two 
or three failed to respond he looked up in extreme surprise and placed 
their cards at the farthest corner of his table. The others were placed with 
exaggerated care in front of him. "Now the roll is called," he announced. 
"In this course we shall first turn our attention • . ." and as he continued 
he picked up the two piles of cards and shuffied them, as if absent­
mindedly. Once towards the end of a semester he passed cards to each 
member of the class and requested that the students enter the number of 
times they were absent so that he might produce a class roll for the 
authorities. -

At the end of a course he allowed the students to hand in suggestions 
for examination questions and selected a few at random. He never re­
turned the completed papers; students doubted that he ever read them. 
On one occasion, after his last lecture for the term, Veblen asked an 
undergraduate if he were coming the following Tuesday. The student, 
surprised, answered that he was, that Tuesday was the day of examination. 
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Handing him the examination questions, Veblen said that if the student 
would write on the blackboard his answers to the questions it would save 
him the trouble of coming himself. In most of the courses he never gave 
an examination, and all the students were given an average grade. Just 
before examination Veblen would tell his classes: "You know that an 
examination is scheduled for this class tomorrow. I will be in the class­
room at the time scheduled. If any student or students show up for the 
examination, it will probably be so severe that you could not make a pass­
ing grade. If no students show up, all members of the class will be given 
an 'M,"' the average grade. Usually, even when examinations were 
given, all the grades were the same. 

Veblen's apparent lack of interest in the apparatus of university life 
was sometimes trying to his students. When Walter J. Shepard was at 
Missouri, he had a very able but shy student named Vogel, who was also 
taking a course with Veblen. Shepard asked Vogel how he was getting 
along with Veblen, and Vogel replied that he was en joying the course, 
''but Professor Veblen has confused me with another student by the name 
of Wolfe and always calls me Wolfe and calls Wolfe Vogel. I am afraid 
that at the end of the term I shall get Wolfe's grade and Wolfe will get 
mine." Several times Vogel called Veblen's attention to the confusion but 
at the end of the term, when Shepard asked him about his grade, he an­
nounced: "Well, it was just as I expected; I got Wolfe's grade which was 
very low, and he got mine." When Vogel applied for a scholarship, the 
committee noticed that his only low grade was in a course given by Veblen, 
and asked Veblen about it. The latter answered that they should pay no 
attention to it. "My grades are like lightning," he drawled. "They are 
liable to strike anywhere." 

Wright, although he had taken sufficient hours of work, needed a 
higher than average grade in order to graduate, because of the regulations 
which limited the maximum hours to be taken in any one term for credit. 
He went to Veblen, who wrote a note to the dean of Arts and Science stat­
ing that "I reported Mr. Wright's gra8e for the second semester in my 
Economic Factors as 'medium.' I now report an error. It should have 
been 'superior.'" The dean was annoyed, recalculated the student's 
grade, and announced, not without a certain satisfaction: "Mr. Wright, 
you still lack a fraction of a point!." Wright returned to Veblen, who 
wrote a second note stating that the grade should have been "excellent." 
Within ten minutes of his first visit to the dean Wright was triumphantly 
laying the second note on his. desk. The dean said: "I can't understand 
how Dr. Veblen could be so careless," laying his emphasis on the last word. 
Veblen seems to have told Davenport about this, and at commencement, 
when Davenport and Veblen passed together, as the ranking members 
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of the School of Commerce, with the students standing at attention, 
Veblen rolled his eyes sidewise and grinned at Wright; Davenport, 
towering in dignity in his cap and gown, turned and winked. · 

One woman wanted to enter Veblen's class in "Economic Factors" be­
cause she had heard that he did not want women. She told him her reason 
when seeking permission. Veblen chuckled and asked her if she belonged 
to a sorority. She answered that she did _not belong to social organiza­
tions but was a member of two honorary sororities, and asked him how 
membership in a sorority concerned his course in economics. "I don't' 
say that I will fail any member of a sorority or fraternity," Veblen re­
plied, "but no member of such an organization has ever yet passed one 
of my courses." Once when a student asked about bringing her sister to 
visit the class for the term Veblen answered that it was against the rules 
but his eyesight was bad. 

To be admitted to Veblen's class in ''Economic Factors" a student was 
required to have completed considerable work in history, political sci­
ence, sociology, economics, and other sciences, to have done better than 
average work in most of his preparatory courses, and to be recommended 
to Veblen by the head of a department. The statement of his course on 
"The History of Economic Thought" contained a note stating that stu­
dents should correlate it with courses in philosophy, political science, and 
sociology. Readings suggested were usually . found to be tw~volume 
works. Thus Veblen continued the practices he had followed at Chicago 
and Stanford, and his classes were small. 

Some of the students felt that it was Veblen's intolerance of grade 
seekers that brought about the comedy of the door plate. According to 
custom a card was placed in the door at the beginning of the term to an­
nounce the time of conference periods. Veblen's card one year was worded: 
''Thorstein Veblen, 10 to 11, Mondays, Wednesdays, and Fridays." It 
was reported that Veblen was seen making the first change: "10 to 10:30, 

1\londays, \V ednesdays and Fridays." Other changes by his students 
followed quickly-"10 to 10:10 Mondays, Wednesdays, and Fridays" 
... and at last "10 to 10:05 Mondays." Wright happened to see Veblen 
glance at the last card and smile, but in the months that followed he never 
troubled to have a new card slipped into the little glass frame on his door. 

Veblen continued to avoid direct participation in political and social 
afFairs. One year Shepard; who at the time did not know Veblen well, ran 
as an Independent candidate for the Missouri City Council, as repre­
sentative from the ward which contained the university community. The 
strong Democratic machine undertook to defeat him, and every possible 
vote was needed to elect him. One of Veblen's colleagues in the economic 
department finally persuaded Veblen to vote, arranging to call for him 
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at his home at· four o'clock in the afternoon and accompany him to the 
polls. But at the appointed time Veblen could not be found. He had 
escaped into the woods and did not return until after the polls were 
closed. 

When Veblen came to Missouri, he was an outstanding figure, almost 
legendary, and was lionised by a number of the faculty. Charles Elwood, 
professor of sociology, remarked in class that Missouri University had 
one of the greatest scholars in the United States, and that if he could 
write a book of the lasting value and rank of Veblen's Theory of the 
Lei.surt~ Class he would consider his scientific endeavours well spent, even 
if he were to accomplish nothing more. Albert T.E. Olmstead said that 
Veblen was the biggest man on the campus• A group of lawyers, physi­
cians, and members of the faculty were in the .habit of meeting in one an­
other's homes to discuss the relations between the sciences. Veblen was 
asked to join this group, which came to be called "The Sacred Sixteen" 
by other faculty members. He stipulated that he would join on condition 
that he speak only when he felt like it. He would go to meetings and 
never say a word. Even when Olmstead thought that a certain paper 
should interest him particularly, Veblen would make no comment. If 
Veblen did not rise, however, when a meeting was supposedly over, the 
members knew that he was preparing to talk, and they waited and heard 
a brilliant analysis or devastating criticism. 

Veblen was a puzzle to the faculty here as elsewhere, and to a number 
of them he seemed to be wearing a mask. Stewart said that Veblen's de­
meanour gave no inkling that his previous experiences had embittered 
him. Some of the liberal members felt that Veblen was only an observer, 
always humorous, never very sympathetic, and usually critical. Olm· 
stead said he gave the impression of a man who would not have been 
happy anywhere. In the words of Max Meyer, professor of psychology: 
"He tended to keep his light under a bushel. The time probably was 
not quite ripe for his teaching. I believe that few students of the uni­
versity realised that they had a chance to meet in the classroom a teacher 
who had the genius of looking under the dazzling surface of things and 
seeing the realities of social life. It is a pity that Veblen never said a word 
in a faculty meeting and rarely said a few words at the meetings of our 
social science fraternity, Alpha Pi Zeta, although he attended the latter 
meetings regularly. But he did open his mouth at these meetings when 
virtually no one else saw the truth of a new viewpoint presented by some­
one, and then he defended the new idea." 

The relations between Veblen and Davenport were very close, in spite 
of the fact that intellectually they had little.in common. The Davenports 
showed a kind of brooding prot~ctiveness towards him, and Veblen's 
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stay at 1\fissouri was relatively free from the unpleasant episodes that 
had marred his careers at Chicago and Stanford. Davenport was a dy­
namic, argumentative personality, always insisting on immediate answers, 
and he was a firm adherent of traditional academic economics. V eble.n, 
on the other hand, was slow and deliberate, always sceptical and aware· 
of compleXities and implications. On a number of occasions Davenport 
was seen walking with Veblen to the very door of Veblen's lecture room, 
eagerly arguing 5ome point at which Veblen was making slow but ef­
fective thrusts. Loyal as he was to Veblen, Davenport used to admit in 
his advanced classes that "Veblen says this and I don't know what he 
means by it." 

Davenport disturbecJ. one student who took him too seriously by re­
marking: ''You students of Veblen don't believe there is any such thing as 
theory, do you?" It has been said that students would go to Davenport's 
da~ and receive the absolute truth, then to Veblen's da~ where it 
was all explained away, and would finally complain to Davenport that 
they had been spoiled as theorists. Davenport in solemn glee told Veblen 
that on the Judgment Day he would have to account to his l\1aker for 
having spoiled so many promising theorists. Veblen retorted: "I have 
written only two books: The Theory of the Leisure Class and The Theory 
of Business Enterprise," in each title emphasising the word "theory." 
Orthodox instructors in the department used to inform students inquir­
ing about Veblen's rourse in ~'Economic Factors" that it contained no eco­
nomics. Though some of Veblen's promising students gave up economics 
and went into other social sciences, Davenport constantly urged the 
students in his elementary courses to study with Veblen, insisting that his 
own work was in some way preliminary to that of Veblen. Davenport said 
to Shepard that there might be wiser men dead, but there was no wiser 
man living than Thorstein Veblen. 

Veblen used Davenport's textbook to illustrate the confusion concern­
ing the nature of capital, declaring that Davenport conceived of capital 
in two ways, first as productive goods, and second as anything which 
brings an income. But Veblen commented to John lL Urie, a student 
who lived with him in 1916-1917, that his outstanding "pupils" were, 
in order, 1\fitchell, Davenport, and Hoxie. For his own outstanding 
teachers he had a strong sense of personal loyalty. He used to dissect 
Sumner in class, but Sumner seems to have been the only man for 
whom he expressed, in conversation, a deep and unqualified admira­
tion. He spoke of President Noah Porter's views as obsolete, but at the 
same time said that he was a great thinker. 

One year a professor of rurai economics, who had been a treasurer 
of one of the United States colonial ~ions, took Veblen's advanced 
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course in "Economic Theory," and he and Veblen showed a rather re­
served respect for one another's judgment. A student said of Veblen in 
this course: "I suspect in our classes he kept up some of the barriers of 
his innermost thinking and talked more or less on accepted principles, 
and I noticed that he was always wary of what the Professor might 
think." Veblen's advanced classes were popular with students from the 
Bible College, who tilted with him frequently over the implications of 
some of his theories. A number of faculty members also took Veblen's 
courses. One of them, Grover C. Hosford of the law faculty, recalls a 
street conversation with Veblen in 1911, in which Veblen predicted that 
before many years had passed a political economic revolution would 
occur in Russia, in which the execution and bloodshed would far exceed 
that of the French Revolution. Also at that time he was not at all hopeful 
of the continuance of peace, but looked for a European war to start at 
any moment. 

Two former Stanford students, Camp anCl Leon Ardzrooni, came to 
Missouri to continue their graduate work under Veblen. Bell once more 
took the "Economic Factors." It did not make any difference how many 
times one took the course, for it was always different. The history de­
partment fell into the habit of sending their best students to Veblen's 
"Economic Factors?' which was considered by some of the historians 
as the best history course on the campus. 

During the early years Davenport used to invite frequently for supper 
four or five of the students who attended his own and Veblen's courses, 
and Veblen usually joined them. One of the members of this group, 
Dr# Leslie B. Hohman, later of the medical faculty of Johns Hopkins, 
writes that, "although we were a rather impudent bunch of youngsters, 
I rather think he enjoyed us. When he did not appear, we would fre­
quently go down the basement and rout him out and bring him upstairs 
to talk to us. The five of us had a silly secret society to which we initiated 
Mr. Veblen but we could never persuade him to wear a pin. I remember 
one· of the occasions in which we grabbed him and announced that we 
wanted to discuss religion. In his humorous and quiet fashion he informed 
us that he knew nothing about religion but would be delighted to discuss 
theology with us." 

There were a number of socialist students in the university at the time, 
and they hoped to claim Veblen. But enlightened opinion held that he 
certainly was not a Marxian, even though it was beyond question that he 
was not orthodox according to the classical tradition in economics. Never­
theless Veblen told Urie that he did not see why his works were not used 
more by the socialists as they were ''very good argument" for them. 

Many readers of Veblen have been irritated by his device of taking 
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some popular word, pouring into it a meaning apparently of his own, and 
adding it to his vocabulary in his own pecUliar sense. He used such words 
in conversation as well as in his writing. However, the dictionary and 
etymology were always on Veblen's side. _ 

A shaggy head of hair and a frizzly beard were the most obvious traits 
of Veblen's general appearance. Students recall him as being slow, 
sleepy, and very unkempt. His clothes looked like "cast-offs," and if his 
coat and vest matched it was an unusual achievement; his collar was 
always several sizes too large. In the small pocket of his vest he carried· 
a watch on a piece of black ribbon, which was pinned to the front of his 
vest with a large safety pin. His seminar in economic theory he met at 
home, shod in moccasins. A casual acquaintance, said Shepard, would 
never have thought that Veblen gave a single thought to his dress and 
personal appearance, but "Davenport told me that he had a meticulous 
concern with regard to his wardrobe and that he was particularly dis­
criminating as to his underwear and had a large wardrobe of the finest 
kind of garments." One student has said that his Vandyke beard, his eye­
glasses on a ribbon when spectacles were the usual thing in the faculty, 
and his excellent quality beaver hat, which was unusual in that part of 
the country, showed his fastidious tendencies in dress. But when he sat 
down before his class and comfortably drew up his trouser legs, his sturdy 
woollen hose was revealed to be held up by equally sturdy safety pins. 
If the weather were cold and the lecture room_ seemed chilly, Veblen 
would sit down wearing his heavy overcoat, a huge woollen muffier 
wrapped around his neck, a fur cap with its flaps securely tied under his 
ears, heavy woollen gloves, and, looking around the class, would remark 
quietly: "If any of you wish to keep on your wraps it will be all right 
with ~e." Then he would begin his lecture, apparently oblivious of his 
wrappmgs. 

One student has said that he looked in wretched health. He was thin 
to the point of emaciation. His skin was wrinkled and drawn like that 
of a person both old and ill, and had a gray pallor that was deathly; 
his dark muffier only enhanced the corpse-like appearance of his face. He 
talked, walked, and moved his arms and hands in a slow and measured 
manner that seemed to indicate an utter lack of physical vigour. He would 
sit at his desk with his eyes closed, o~ionally peering out from be­
hind his bushy whiskers to ask a question. It .was his habit, said one of 
his students, "to carefully place his watch on the table in front of him, 
to seat himself, and with slightly lowered head and low voice, develop his_ 
subject ... seemingly almost forgetting at times the presence of the 
class." 

"I remember," writes C.F. Clayton of the Federal Department of 



THORSTEIN VEBLEN 

Agriculture, "the first time I attended one of Veblen's classes. I think it 
was the course which he gave in Economic Factors of Civilisation. The 
class was composed of twelve or fifteen persons, all seniors or graduate 
students. We sat in the conventional arrangement of chairs in front of 
the instructor's desk. Veblen drifted into the classroom, walked over and 
seated himself in a kind of huddle behind the instructor's table, drew a 
watch of ponderous size from his pocket and placed the watch carefully 
on the table before him. At this action there was a flutter of suppressed 
amusement from the class, to which Veblen responded with a half­
whimsical smile. He then cleared his throat, which was the last distinctly 
audible sound during the remainder of the class hour. Veblen's lips were 
perceptibly moving. Evidently he was saying something, but what that 
something was, it was impossible to tell. He spoke in a sort of monotonous, 
droning voice, so that it was impossible to distinguish a word at a distance 
of a few feet from his desk. This procedure was repeated at ·the second 
meeting of the class, after which we held a council of war with the follow­
ing result. When Veblen appeared for his next class, he found the entire 
class grouped in a semi-circle around his table. A student seated on one 
end of the half-circle had his knees parked against one end of the table. 
A student on the other end of the circle had his knees parked against the 
opposite end of the table, w bile the student directly in front of Veblen 
had his knees jammed against the centre of the table opposite to where 
Veblen sat. The effect of all this was to bring the whole class into a radius 
of the speaker's voice, which would permit conversation on a level adapted 
to the most secret, confidential, or intimate discourse. On entering, Veblen 
met this revised arrangement in the seating of his class with his usual 
half-whimsical smile, but said nothing. He merely seated himself, parked 
his watch on the table, and began with his slow, monotonous talk about the 
Eskimo or some other topic which appeared to be far removed from the 
life of the present and the problems of western civilisation. I may add 
that those of us who sat with Veblen and learned to know his thought, 
ultimately learned that what so often appeared irrelevant to the problem 
in hand, represented in reality the probing of a remarkable intellect into 
the roots of our modern civilisation." . 

A number of students were attracted by the fame of the author of The 
Theory of the Leisure Class, but the half-audible voice and the monotone 
soon discouraged them. One said that his physical appearance suggested 
that "we were in for another dry course which stood between us and the 
coveted diploma." His technique of teaching differed sharply from that 
of the dynamic Davenport, who emphasised his points by vivid illustra­
tions. Those who took economics as a chore to fulfil the requirements of 
the curriculum often found Veblen vague, a failure as a lecturer. One 
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student has said he felt that Veblen taught only because it was necessary 
to earn his living. The lectures seemed disorganised and without system; 
he seemed to be thinking out his thoughts as he went along, instead of 
delivering a fully prepared address. He might digress for three days 
on some subject brought to his mind by a question from a member of the 
class. Undergraduates usually took him for a "freak" and considered his 
courses "easy." · · 

A graduate student has said: ''What a fund of information he possessed,, 
how widely and how deeply he had read and it seems that his fertile 
mind added to what he read rather than forgot any of it." Myron Wat­
kins, expressing the attitude of the abler students, described him as Kant 
and the Encycloptedia Britannica put together. Veblen used to explain 
his vast erudition on the ground that he had a "court plaster'' memory, 
when he found a fact that might be useful he stored it away until needed. 
Students marvelled at his learning in physics, chemistry, and the tech­
nology of production. One class period he spent almost completely in 
tracing the history of heels on women's shoes, describing the various 
types of heels and how they had come into use. Legends grew up con­
cerning his erudition. It was said that on walks in the woods with pro­
fessors of biology he would disagree with them as to the classification of 
some insect or animal, and reference to the authorities would always prove 
him right. Similar stories were afloat concerning his knowledge of botany. 
He was referred to as a "systematic botanist," one of the three at the 
university. In the fields of psychology and sociology most of his students 
preferred his ideas and points of view to those of their own department 
heads, and would take delight in quoting him to their other professors. 

\V right says that his method in discussion was to listen patiently with 
a cryptic smile, then quietly make some remark that blasted the argu­
ment. One of his students recalls that one day a member of the class in 
"Economic Factors" suggested individual achievements as one of the 
factors contributing in a major way to civilisation. This was dismissed 
by Veblen with the comment, ''Well, you will find, Mr.--, that all 
through history, when there was need for a sermon to be preached, there 
appeared a preacher to preach it." His quickness in answering questions 
was in sharp contrast to his indolent movements. Dean Howard Taylor 
of the Oklahoma College for Women recalls Veblen's keen sense of 
humour as he lectured on the inner workings of the United States Steel 
Corporation, in the course on "Trusts and Combinations." He had inti­
mate knowledge of the personal weaknesses and prejudices of the men 
involved, and enlivened his very serious discussions with many funny 
stories of the great and the near great. 

Veblen was never discourteous nor did he ever become excited in an 
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argument. Once in class a student interrupted him with the question, 
"But, Doctor Veblen, is that a scientific fact?" Veblen beamed on him be­
nignly and patiently and answered slowly: "I don't know of any other 
kind." Once after a five-minute dissertation by an undergraduate Veblen 
announced dryly: "I think you are right, Mr.-. I arrived at that 
opinion about three weeks ago and have been trying to tell the class about 
it ever since." 

Although he always appeared to be conducting his lectures and dis­
cussions in the most serious and earnest fashion, one would suddenly be­
come aware that without changing his voice he had interpolated some 
sly joke. Sometimes he used a phrase of current slang, and this delving 
into the commonplace produced a startling effect, coming from one who 
looked so "otherwordly." There was no little shock in hearing this erudite 
person quoting the popular song of that day, "I don't know where I'm 
going but I'm on my way." Once after discussing the Southwest Indian 
festivals and ceremonials in the most deliberate and dignified manner, he 
turned suddenly to the religious import of these functions and declared 
they were "religious in the same way and to about the same extent that 
a Sunday School picnic is." Veblen said that early man's relation to his 
domesticated animals was the same as that of a fraternity man to his 
bulldog-what Giddings calls "the consciousness of kind." He would 
smile, his eyes sparkling, his teeth exposed-the nearest he ever came 
to "breaking into a laugh"-whenever a student gave any indication that 
he had detected the hollowness of one of Veblen's notorious circumlocu­
tions. 

One of his students, Elizabeth Nardin, has well expressed what might 
be considered the enlightened opinion of his students. In the course on 
"Economic Factors,'' she said, the effect "was quite a bit as if a beginner 
were out in a plane piloted by a great geographer circling over vast con­
tinental contours and spacious shore lines, a geographer who made quiet 
unemphatic comments but never gave his passengers a neat little map of 
what they were to discover. 

"A guest whom I once took with me said: 'Why; it was creepy. It 
might have been a dead man's voice slowly speaking on, and if the light 
had gone out behind those dropped eyelids, would it have made any 
difference?' But we who listened day after day found the unusual man­
ner nicely fitted to convey the detached and slightly sardonic intellect that 
was moving over the face of things. His detached, free-ranging intellect 
attracted, and yet it seemed a mutilated personality. The scholarliness 
of his mind was amazing and delightful. He held in memory detail that 
would have overwhelmed most minds and become an end in itself, and 
never lost the magnificent charting of large design. He lectured without 
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notes; he rarely consulted a memorandum in giving assignments to read, 
though these ranged over geography, anthropology, ethnology, biology. 
The quiet voice might in one minute make the most adroit use of a bit 
9f current slang or popular doggerel to point out an opinion and the next 
might be quoting stanza after stanza of a medieval Latin hymn. 

"What did one unready person make out of the course? Well, no doubt 
only a misty fragment of what was ther€?. Not a Marxian economic de­
terminism as to the shaping of civilisation by economic factors. The 
richness, the concreteness of Mr. Veblen's mind saved him, it seemed td 
me, from falling into the pit of such narrow abstractness of theory. And 
yet in the main one found the margin of freedom from economic shaping 
not too large. No, not too large for the comfort of one whose interests 
were centred really on that margin! · 

"The whole effect was towards criticism, scepticism of watchwords, fine 
sentiment, prides, prejudices, no passion of hope or preference, no scorn­
ful explosives or condemnations, just a remorseless massing of facts that 
drove home the plasticity of the human mind under economic facts, how­
ever free it fancied itself. 

"I think we Middle Westerners recognised in him a real citizen of 
the world, and we liked the wit and urbanity we found in him person­
ally." 

Mrs. Winifred Sabine, wife of Professor George H. Sabine, has said 
of his classes in economic theory: "One needed to get close to Dr. Veblen 
to 'get' • • • the small and delicate shadings of meaning he was elo­
quently, but not forcibly conveying." Questions were offered by the stu­
dents "with a background of immense respect." Veblen "would take a 
very poor or incomplete idea, sympathetically develop it, give it· a new 
bearing or two, and hand it back, one might feel, scarcely the same idea 
. . • and encouraging one to go on with it from that point. Or if an idea 
had to be discarded, it was done with so much urbanity and so fine a play 
of understanding for the state of mind that offered it, that the result was 
equally valuable in encouraging the student." In the classroom, as in his 
books, "he had the same wickedly innocent tone of objectivitY when he 
wished to hold something up to ridicule and the same air of complete 
detachment from any emotional connotations a subject might possess." 
Difficult as his historical evolutionary approach in economics was, "we 
all strove greatly to understand, but without entire success. I came finally 
to wish strongly that Dr. Veblen could have found time ••• for writing 
. • . a history of economic thought. A related difficulty • • • was that the 
evolutionary approach to doctrines of the present was equally implied 
and was even more difficult for students. No training outside the class 
prepared for it." 
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His articles on economics, said 1\lrs. Sabine, were no easier for the 
students "than they have been for generations of loyal followers who have 
tried to erect on their foundation a system. I came at last to feel that 
there was a second great task Dr. Veblen needed to undertake for stu­
dents and economists, and it was to carry his point of view into a more 
systematic and constructive stage than he ever had found time to do. 
It was not merely the compact statement that seemed lacking to help us 
although that might have helped. It seemed probable that with his in­
terest primarily in social institutions, he had not given time to working his 
ideas far enough to see just what they would come to. One was left in a 
critical stage. Everyone in the class stretched to the utmost his intelli­
gence to grasp what seemed both from its manner and content to be 
cryptic, baflling, yet enormously significant. But the task was too great. 
I don't think anyone ever knew at the end what Dr. Veblen's own con­
structive economic theory would be. 

"He seemed to delight in intellectual difficulties and new problems. 
His face would always beam just a little when he made once more are­
mark which was a stock expression with him, on those occasions when 
analysis led you into further problems in place of elucidations. 'Where one 
problem bloomed before,' he would announce happily, 'two are now 
blooming.' 

"Finally it seemed to me that the irony, the understatement, the ob­
jective ~concerned tone might almost be thought of as devices for con­
cealing feelings too deep to desire easy expression. When a question arose 
which naturally involves feelings (a criticism probably of going con­
cerns), it was interesting to observe the slight and yet unmistakable evi­
den.:\! of feeling which could be hidden behind the imperturbable manner 
never given up in the large. No one could fail to be impressed by Dr. 
Veblen's eyes. So extraordinarily clear and expressive. The faintest of 
alterations in the lids, in the expression of the mouth, and in particular, 
a slow flush rising through the thin skin betrayed a disturbance that never 
was allowed to break through into direct and more explosive expression." 

Mrs. Sabine had the impression reinforced in watching Veblen and 
Mrs. Veblen together. Her modes of expression "were necessarily and 
rigidly excluded from Dr. Veblen's vocabulary. It may be taken forcer­
tain that he would not have been in intellectual agreement with all of 
it. Yet I used to sense in him sometimes when Mrs. Veblen ••• would 
let off a bit of steam, quiet and barely perceptible evidences of satisfaction 
and sympathy. In a word, I had the feeling that the tight-fitting lid he 
kept on his own reactions permitted him, perhaps helped him, to get a 
certain pleasure from hearing someone else 'explode a little.' " 

Veblen described himself to U rie as a mutant, declaring that in the 
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Veblen family this mutant strain showed markedly in mathematics. 
Veblen said he could extract the eighth root of a number without compu­
tation on paper, simply writing down the answer, and his nephew, Oswald 
Veblen, was able to go into fields where even expert mathematicians could 
not follow. A sport on the desirable side of the "ordinary," said Veblen, 
was a "genius"; on the undesirable side an "idiot"; and he declared that 
he was of the latter class. Both classes, however, were sports. One day 
when U rie asked him about his religiouS leanings, Veblen said he was a 
follower of the Lutheran church. Urie asked why, and he replied~ "Be­
cause there is no Lutheran .. church nearer than fifty miles." But he con­
tinued with a very serious discussion of the "materialistic sciences," their 
"spiritual" assumptions and untenable conclusions. So long, he said, as 
even the findings of science were in such illogical shape, he preferred to 
believe that there was some kind of omnipotent Providence. 

In "Economic Factors" Veblen declared that France is the centre of 
civilisation today and that her role in the advance of culture is greater 
than that of other peoples. To him French cul.ture had neither the 
ponderousness of the German nor the aggressiveness of the English and 
American; it would not have condemned his way of life in such arbitrary 
fashion as did the latter. His subtlety and elusiveness would have been 
appreciated for what they were worth, and not been made the main subject 
of criticism. There may have been something of Veblen's feeling of his 
own alienation in his discussion of the Swedes ~ Russia.· "They seem to 
have been quite a few thousand people speaking a foreign language and 
considering themselves to be aliens to the Slavic people with the status 
of aliens much as a German miner today may feel that he is an alien in 
this land, not because he likes to but on the whole because he belongs to 
another culture. He may know a great deal about American institutions 
but yet feel that he is not of them." 

In his course in "Economic Factors" Veblen declared that before the 
coming of the white man the American Indians were generally agricul­
turists, not hunters. The white man wanted furs and precious metals, and 
to secure his goods in trade the Indians turned to the hunt and away 
from the raising of crops. There was a radical improvement in the tech­
nology of the hunt, and thus an obsolescence of agricultural techniques. 
The consequence was a continual movement westward, exhaustion of the 
supply of furs, wars with other tribes, and elimination. The Indians suf­
fered from contact with the whites, from their diseases, their alcohol, and 
their guns. 

Representative art is characteristic of hunting life. For magical rea­
sons hunters need a true representation of animals, but the human figure 
is seldom used. Later, impelled by the motive of economy, the repre-
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sentation becomes more symbolic. After constant repetition a figure will 
be made with fewer strokes and only those features will be used which 
are held to be essential by prevailing superstition. With the displacement 
of a hunting culture by one of agriculture and a more settled life, there 
is less need of magically true representation. . 

In a peaceable sedentary culture the maternal type of organisation 
seems to prevail. The family is an institution of motherhood, the children 
belonging primarily to the woman, and the household is shaped by human 
needs. The woman is physically and perhaps spiritilally better fitted for 
steady work than the man; with more persistence and equanimity she 
provides the daily living. With the growth of wealth, however, that is, 
with a shift to the higher barbarian culture of hunting activities, the men 
become masters and the women are property, to be bought and sold. The 
village is ruled by chiefs from families that are strong, both in numbers 
and in wealth. Property descends in the male line, in close entail or in 
primogeniture, so that it may not be scattered. The patriarchal household 
reaches its fullest development in the pastoral culture. 

During the absence of the Israelites in Egypt, the people of Palestine 
grew rich and strong, their land Bowing with milk and honey. The agri­
cultural state was very advanced. When on the return from Egypt God 
told the Israelites that the land was theirs, these agricultural people were 
able to resist. The predatory hosts of the Israelites retreated into the 
wilderness for a while, and finally they were successful in conquering the 
land. Speaking a different language and possessing a different god, the 
invaders kept their tribal organisation and formed the ruling class. The 
tribes were united under a loose federation, but they were distinct from 
one another and quarrelled continually. This is known as the period of 
the Judges. The judges proved inefficient against the development of 
predatory life, and a reorganisation took place, in the form of a union 
under one king, in order to meet outside enemies. A despotic organisa­
tion, practically without a constitution, emerged. 

The growth of the priesthood is closely correlated with the growth 
of property rights. The priesthood derives an income from its posses­
sion of property, and it also profits from the taboo on certain objects which 
are sacred to priestly use. As the institution of property becomes more 
settled and wealth accumulates, the priestly office comes to have peculiar 
value, and the priest is industrially exempt because of his magic. Large 
sacrifices are made, most of which go as food to the priesthood, and it re­
ceives also the revenues from tributary towns. When both the spiritual 
and secular rule are combined in one, the economic advantage is espe­
cially great. The king of such a community is in a position to claim every­
thing, and the example of Israel, as finally developed under Solomon, is · 
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only typical of other known instances. Economically speaking either the 
spiritual or the secular power is able to take care of the surplus; it is not 
that they are greedy, but their claims are of sue~ character that they 
may be extended, and where circumstances are favpurable they will claim 
whatever is available. Other things being equal, the wealthier the com­
munity and the grea~er its loyalty towards its gods, the more splendid, 
and therefore costly, will be the property of the church and the priest­
hood. Nothing is too good for the house of God in wealthy, more ad­
vanced cultures; and goods are measured in terms of market price. ' 

As the civil organisation becomes more monarchical, the gods do like­
wise. Until the individual has sworn fealty to God, he is a sinner­
"Those who are not for me are against me." Men, in order to be of God, 
must be converted, but those who have had only an agricultural training 
seem quite unable to compass the view that they are sinners. This is the 
greatest difficulty facing missionaries. 

The antecedents of. the prevailing American culture were described 
by Veblen as deriving from northern Europe. The race of that area is 
the blond who has developed the superior technology. The blond com­
munity is an adventurous, protesting, experimenting one. The traits of 
political freedom, Protestantism, and technological mastery are found 
together. One who thinks not in terms of the fear of God, but rather in 
terms of mechanical forces, is likely to be a better technologist than one 
who thinks in terms of Providence, interference and priestly authority. 
"I do not mean that it was a mistake for our devout forbears of the 
scholastic age to paint the devil black. • • • But it seems that the greatest 
detriment has come to the church from the blond with red hair rather 
than from the dark brunette." 

Veblen described the Minoan culture as consisting of a number of 
depressions, ending finally in a collapse. The culture was not altogether 
peaceable, as shown by the prevalence of the bull in its religion, and the 
axe. Its latter period shows a good deal of wealth and many weapons. 
The succeeding culture was based on trade, and revenue was obtained by 
force of arms. The great cities were situated on trade routes, and the best 
of these routes must have passed through Troy, for otherwise the Trojan 
war would not have occurred, since it was a fight for customs. The war­
riors of the time, however, exhausted the traffic upon which they lived, 
and civilisation sank again into a state of collapse. The presence of Ioo,ooo 
Greeks before Troy for seven years was bad for trade and for those who 
lived on the trade. The Homeric poems were written at least two hundred 
years after the event, and in the meantime, conditions had changed so 
greatly "that what was a matter of course with the poets was a matter of 
novelty with the heroes., 
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Some savages, declared Veblen, spend all their leisure time hunting 
and killing one another. Their chief interest is collecting the heads of 
others. These savages have their fraternities, and though they do not 
wear Greek letter pins as insignia they carry skulls around to show their 
prowess. Today men compete in laying up dollars. Honour comes in hav­
ing bank accounts of several figures. This would mean nothing to the 
savage, for, if one knows no difference in having big bank accounts and 
small ones, the whole matter of laying up dollars is senseless. 

In the "History of Economic Thought" Veblen declared that Adam 
Smith and John Bates Clark were both evolutionists, but their evolution 
stopped with their time. In the mercantilistic scheme the gain of the 
prince, who was "the discretionary manager of the community," was held 
to be the gain of the community; and today the gains of his heirs, the 
"individual traders," are considered the gains of the community. The 
animus between areas in the days of mercantilism was of the sort that 
"now exists in local commercial dubs." 

Veblen Illustrated the logic of modern mercantilism by the example of 
Prussia under Frederick the Great. "The advantage of Prussia is the 
disadvantage of others. The disadvantage of others is the advantage of 
Prussia. The greater the net return, the better off the individual who 
gets it." Thus "the more Prussia gains the better off it will be; hence the 
greater the surplus of receipts over expenditures, the better off Prussia 
will be." With the passing of time, however, "the tendency has been to 
shift the· emphasis of the purpose of mercantilistic policy. For example 
in England and the United States, perhaps, the mercantilism seems to 
flourish for the benefit of the businessmen. In Germany, however, im­
perialism for the crown still remains." On the basis of a similar logic 
concerning capital, "men of affairs continually harp against reduction of 
earnings of industry today and. that the return on the capital of various 
industries should not be cut down. At the same time they know this capi­
tal is only the capitalisation of the earning capacity in question." 

Sir William Petty, said Veblen, felt that the costs of the French court 
had trenched on capital, but to him and his group, speaking the "common 
sense" of their day, "some court was necessary, and the idea of eliminat­
ing the court and landed class was so far out of their horizon that it 
never appeared to them worth while considering." The same is true to­
day in regard to the diplomatic service. "Nobody knows what they are 
good for but we know that we must have it, and we never even think of 
doing away with it. Today they are taken for granted. In the future, they 
may be questioned." In the same way the right of property may be ques­
tioned in the future; the holders of property are like "many people in 
England [who] ••• claim descent from those who stole the land from 
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the Irish, with the aid of Cromwell. They claim respect for holding on 
ever since those days of licensed piratage and they do not want their 
licences revoked." 

Of the Malthusian theory Veblen said: "The world hitherto has every­
where been underpopulated and hence there has been no chance for the 
Malthusian law to operate. The premises of the theory are not sound. 
They have never thus far applied to the given world situation. Hitherto 
the population has never pressed on the means of subsistence, except in the 
cases where the artificial factors such as the distribution are poor. Under 
the modern state of the industrial arts, what makes the Malthusian theory 
plausible is the subdivision of the world into nations and the class strata 
of rich and poor." 

In Veblen's discussion of Marx there is another possible suggestion 
of his own isolation. Jews, he said, are usually unorthodox in economics, 
in institutions, in religion. The Jew, as an alien, is born into a community 
with traditions different from those of the gentile community. He sees 
that his own traditions will not do, but he sees just as plainly that the 
gentile's traditions are no better; hence he becomes a sceptic and an 
atheist. Thus Marxism is not historical economics. The latter arose within 
the academic circles, where gentile traditions ruled, but socialism arose 
outside the university. Veblen declared that Clark and Fisher, in fact, 
the leading economists of the present, are in effect members of the his­
torical school. 

The Theory of the Leisure Class was still popular, but Veblen re­
ferred to it as "this chestnut." Cummings expressed his astonishment that 
its language was becoming that of the man in the street. Macmillan's 
thought so well of its possibilities that a special cheaper edition was issued 
in 1912, and for the new edition Veblen changed the subtitle from An 
Economic Study in the Evolution of Institutions to An Economic Study 
of Institutions. Had Veblen used the shorter phrase originally he would 
doubtless have prevented much co~fusion and as much of the criticism 
as was based on the belief that he was concerned with the .genealogical 
pedigree of institutions rather than with the present-day functioning of 
business enterprise, of modern capital. 

There was a possibility of revising The Theory of Business Enterprise. 
Professor Bell, then a colleague of Veblen, writes: "I frequently argued 
with him to the effect that he had not taken due account of the limita­
tions of the extension of bank credit in his explanation of the limits in 
the expansion of stock values. • • • He was convinced • • • that the 
book should be expanded so as to include a theory of bank credit in its 
relation to reactions in business. . • • He suggested to me that I under­
take the writing up of such material with a view to its inclusion in his 
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· Theory of BusinesJ Enterprise in an enlarged and revised edition." But 
nothing came of it. 

Writing was difficult for Veblen. One afternoon, when a student asked 
him what he had been doing, he drawled: "Well, I tried writing, but 
my sentences were so crooked, they wouldn't lie down on the page, so 
I went out to help the goats in clearing up the thicket." He confessed 
to Urie: "Never tell it on me, but I never use an outline." Much of his 
difficulty in writing came from his demand for precision in the use of 
words. He was so meticulous in this respect that he declared there are 
no synonyms in the English language. 

Veblen was occupied with completing The Instinct of Workmanship. 
His colleague, Maurice Parmellee of the sociology department, de· 
dared that in Veblen's first year at Missouri; "Veblen was writing his 
Instinct of Workmanship and I was writing my Science of Human Bt~· 
ha'rl'iour. Naturally we were constantly discussing the biological and psy· 
chological questions involved. He was for using the term 'instinct' in a 
wide and rather vague sense while I insisted upon limiting it to its strict 
biological meaning." The Instinct of Workmanship and thtJ StattJ of thtJ 
Industrial Arts finally appeared in 1914. It is essentially a summary of 
his famous course on "The Economic Factors in Civilisation." Once, 
when asked why he did not publish his lectures, he is said to have replied 
that one could beat about the bush in a lecture, but it was difficult to secure 
sufficient accuracy to warrant publication. Veblen felt that such a book 
should have been written by a sociologist, by William I. Thomas, for ex· 
ample. This is the only book of Veblen's that contains a dedication­
to "B.K.N."-and this in itself is somewhat revealing of his method and 
style. The initials, he told Stewart, compose the first names of his wife 
and his two stepdaughters. There is, perhaps, a suggestion of "B.K.N." 
when the names Becky and Anne are pronounced quickly together. 

After he had ceased writing Veblen declared that Tht~ Instinct of 
Workmanship was his only important book. It closes a cycle which began 
with ''The Instinct of Workmanship and the Irksomeness of Labour i' 
and it is fundamentally an elaboration of this essay. Under machine 
technology, he declared, the result of the modern institution of capital 
is to make the public at large feel aggrieved at the outcome in price that 
it must pay for the activities of the capitalist employers. The labouring 
classes resort to unionism and so work "what mischief they can to their 
employers and to the public at large, always blamelessly within the rules 
of the game as laid down of old on the pecuniary principles of business 
discretion." "The 'money power' comes in • • • with ever-increasing force 
and incisiveness, to muddle the whole situation mysteriously and irre· 
trievably by looking after their own pecuniary interests in a fashion even 
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more soberly legitimate and .;..;ftthentic if possible, than the workmen's • 
management of their own affairs." In the last chapter he reiterates his 
judgment that "always and everywhere invention is the mother of neces­
sity." The invention of the credit economy is the substantial basis of its 
necessity in uncritical common sense. "The prevalence of salesmanship, 
that is to say of business enterprise • • • is perhaps the most serious 
obstacle which the pecuniary culture opposes to the advance of workman­
ship. It • • • contaminates the sense of workmanship in its initial move, 
and sets both the proclivity to efficient work and the penchant for service­
ability at cross purposes with the common good." Workmanship is con­
fused with salesmanship. 

Thus the fundamental argument of the book is not unlike that of any 
of Veblen's important works. In fact all his work seems to merge to­
gether in this book, and it combines in its sweep all the oasic concepts and 
devices for presentation he had used before. The instincts of workman­
ship, of idle curiosity, and of parental bent have so much in common that 
even Veblen finds its difficult to distinguish between them, and often he 
seems to consider a distinction unnecessary. They all seem to signify · 
the survival and advance of the "generically human" being, and thus 
of humanity, as opposed to the beast of prey, and they suggest the fun­
damental realities of Kant-cc the starry heavens above and moral law 
within." The instincts are "characteristically human predispositions,'' 
with objective, impersonal ends instead of personal proximate pecuniary 
ends. To Veblen the instinct of workmanship is essentially a logical term, 
and it "may as well be taken to signify a concurrence of several instinctive 
aptitudes, each of which might or might not prove simple or irreducible 
when subjected to psychological or physiological analysis." In the lan­
guage of Kant it is a regulative principle, not a constitutive one. The 
parental bent is conceived as an interest in the welfare of the race, an · 
abhorrence of waste of life and goods. Idle curiosity is so intimately re­
lated to the instinct of workmanship that "the long-term consequences 
of the common run of curiosity, helped out by such sporadic individuals 
in whom the idle curiosity runs at a higher tension, count up finally be­
cause cumulatively, into the most substantial cultural achievement of the 
race-its systematised knowledge and quasi-knowledge of things." 

Veblen's conception of these "instincts" is best revealed in a note 
taken in the course on "Economic Factors" in I9II, when he was working 
seriously on the book. The human animal, he declared, is, like other ani­
mals, at the mercy of his instincts. There is no profit in inquiring into the 
purpose, as they are themselves the purpose. The individual has cer­
tain bents, instincts, which decide what he will aim towards. But human 
activity, as distinguished from that of animals, is impersonal, imma-
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, terial. Only pro~mate activities are pers~t •• , l. Thus men have a solicitude 
for the incoming generation, but this "paternal bent" is separate from 
the urge for children and is not to be confused with the sexual impulse. 
Men would like the next generation to do better; they prefer future 
goods to present goods; they prefer the welfare of the filial generation 
to their own. It is not for one to say why this preference-this fear of 
race suicide-exists in human nature, but all men are able to understand 
the thesis that we should not squander the resources needed by the in­
coming generation. This is an abhorrence of waste, an urge towards the 
conservation of life. Thus economy, efficiency, an effective direction of 
forces in consumption and production, are approved. War is wasteful of 
life and resources, which is felt to be wrong. It ministers to the sporting 
instinct, but man wants also to accomplish something. Sport develops be­
cause of the teleological necessity of action, but what is wanted is service­
ability to the race, the satisfaction of accomplishing something in the 
approved method of workmanship. There are few men who have not 
wished they had done better, and even Darwin regretted that he had 
not been of greater service to mankind. This instinct is allied with the 
parental bent in its solicitude for the future. Men seek knowledge for 
other than pragmatic reasons; the search for know ledge, the instinct 
of curiosity, is directed towards other than money ends. In times of great 
strain this instinct of idle curiosity is not predominant, but when the con- · 
ditions of life run more smoothly men become curious. 

But by habituation man may modify his instincts; the instincts may 
be contaminated by one another, or may be held in abeyance under a given 
scheme of institutions. Thus, although men do not like waste, it is equally 
true that they waste their resources, that other things are desired which 
run counter to the wish for conservation. Thus, too, although the instincts 
of workmanship and of beauty may blend and fortify one another, the 
instinct of workmanship may also become an end in itself rather than the 
means. Towards the close of an era of art, for example, when the in­
spiration of the movement has passed, technique flourishes and becomes 
overloaded with detail, and the only purpose is to prod?Ce an elaborately 
perfect, finished piece of work. 

Veblen thus described the instinct of workmanship· as the source of ma­
terial welfare, as the controlling principle of mankind. It is the substitute 
for Lassalle's "idea" of the workingman as the guiding principle of 
history. But the sense of workmanship has been contaminated by the 
competitive principles of business, so that "men are conceived to serve 
the common good somewhat in proportion as they are able to induce the 
community to pay more for their services than they are worth." Accord­
ing to the prevailing pecuniary common sense, based on a handicraft 
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. situation in which capital goods were inconsequential, property rights and 
free contract make for the common good, for an expression of work­
manship. But by force of habituation property-invested wealth-has 
become in fact an end in itself and now has "barred out any move that 
might be designed to reinstate the workman in his effective freedom to 
work" as he chooses or "to dispose of his person and product'' as he sees 
fit. It also effectively bars the facile wor!cings of the material processes 
necessary for the welfare and survival of the community. Veblen speaks 
of this transition, from the savage plane of free workmanship to the 
barbarian plane of pecuniary control, as one of the most·significant muta­
tions in man's history. 

Thus the fabric of institutions, or the logic of the ways and means of the 
money economy, has so intervened between the functioning of the in­
stinctive human impulses and· their realisation in the achievement of 
effective serviceability for the community, that it is an open question 
whether the "native common sense," the naive instinct of workmanship, 
will reassert itself and radically revise the scheme ·of institutions before 
it is too late and the prevailing precarious situation takes its course to a 
collapse. If the estimates of efficiency engineers are to be believed, the 
waste of life and products is not less than fifty perc~t under the pre­
vailing institutional scheme with its principle of natural rights which vest 
unlimited discretion in the owners of property. "History records more 
frequent and more spectacular instances of the .triumph of imbecile in­
stitutions over life and culture than of peoples who have by force of 
instinctive insight saved themselves alive out of a desperately precarious 
institutional situation, such, for instance, as now faces the peoples of Chris­
tendom." "Even in those members of the community who are most 
directly and rigorously exposed to its discipline the machine process has 
hitherto wrought no such definite bias, no such positive habitual attitude 
of workmanlike initiative towards the conventions of industrial man­
agement," as distinct from technological procedure, "as to result in a 
constructive deviation from the received principles." 

It is not at all necessary for a highly developed industrial technological 
scheme to be managed by pecuniary experts, as is evidenced by the culture 
of the peaceable Pueblos and Eskimos, where property rights are vague. 
But with the growth of culture, the rise of property rights and of machine 
technology, and the consequent importance of the ownership of capital 
goods, the priestly classes have grown so powerful that, although in the 
more primitive scheme they lived· on a precarious margin, it is now the 
community that lives on that margin for the sake of the welfare of these 
priestly classes. 

From one point of view The Instinct of Workmanship can be con-
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sidered to close the cycle of articles ostensibly on methodology which 
began with "\Vhy Is Economics Not an Evolutionary Science?" The book 
discusses the correlation that "runs through modern intellectual life be­
tween technological use and wont • • • and the preconceptions of sci­
entific theory." The preconception of the meliorative trend is discussed 
as the preconception of prowess in the predatory culture, and the contrast 
between the matter-of-fact and the animistic preconceptions is discussed 
as the contrast between the logic of handling external facts from the 
standpoint of their serviceability for the material ends of the community 
and the logic of handling them from the standpoint of due respect to their 
imputed natures. The conventional belie£ in property rights, funded 
wealth, as contributing to the needs of the community is of this latter 
kind, but the economists continue to yield allegiance to this and to other 
old-fashioned conceptions that are embodied in the law and supposedly 
govern industrial enterprise. The perverted instinct of workmanship, the 
fundamental. " 'business proposition' • • • of how to get the most in 
price for the least return in weight and tale," is one of differential gain 
-a differential as "between the businessman and the unbusinesslike gen­
erality of persons with whom directly or indirectly he deals as customers, 
employees, and the like." Thus the theory of exchange value is the central 
and controlling doctrine for the orthodox economist, and "with easy 
conviction" he traces this value "back to an individualistic ground in the 
doctrines of differential utility-' marginal utility.' " But since the tech­
nological scheme is a community product, it would seem that the con­
troversy as to the productivity of the recipients of incomes should shift 
ground from the "nature of things," the natural right of invested wealth, 
to "the exigencies of ingrained preconceptions, principles, and expedi­
encies as seen in the light of current technological requirements." 

The reviews seldom went farther than to acknowledge Veblen's abil­
ity. The attitude of those who were not former students is well repre­
sented in a review by Alvin Johnson in The Political Science Quarterly: 
"You cannot read the book without conceiving an admiration for the 
sheer intellectual power of the author. Your admiration extends even to 
his style, baffiing and shifty as it is. You gasp at his facility in handling 
polysyllabic and recondite words, as at the feats of a sword-swallower. 
And you pray that his style may not spread as an infection among the 
social philosophers to come." 

In his /m;entOf's and Money-Makers, which appeared shortly after 
Veblen's book and dealt with the same subject matter, Taussig referred 
to The Instinct of Workmanship as a "brilliant and original book, like 
everything that comes from his pen," but was sceptical of the instinct and 
the deductions Veblen drew. Taussig declared it to be obvious that "if 
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the confidence imposed in persons having fiduciary obligations, such as 
directors and managers ... had been always and everywhere abused, 
the whole system of delegated management would long ago have broken 
down." He concluded that "under the subtle influence of a pervasive 
sentiment of interdependence and of spontaneous approbation for public­
spirited· action, greater regard for the general good may be expected 
even in ordinary pecuniary operations." . 

In class Veblen spoke of Norway in such glowing terms that stu­
dents sometimes accused him of being a Norwegian chauvinist. In 1914 
he made a trip there. As a man of distinction he was given a free pass 
for the first-class coaches of the Norwegian railways. Once he donned 
overalls and, as he expected, was threatened with removal. He showed 
his pass and the officious attitude turned immediately to obsequiousness. 
He was in Europe when the war came. When he returned to the uni­
versity, he said that Germany did not attempt to avoid the war, and there­
fore it was a fight to the finish for the English-speaking peoples. Had 
Germany really desired peace, the trouble on the Russian front could 
have been avoided by the use of a little "gumption." If Germany had 
turned her back on France, leaving the French frontier unprotected, her 
attitude, said Veblen, would have been respected by France and Eng­
land. 

In the year 1914-1915, instead of beginning with neolithic and paleo­
lithic man, in the course on "Economic Factors," Vebleri took up Bern­
hardi's Germany and the Next War. He outlined how the United States 
would be involved, explained why Germany's policy could not succeed, 
ridiculed the Nordic theory espoused by the German writer. Students 
who had taken the course in previous years were surprised, and concluded 
that Veblen had a new book in process. After three or four lectures, how­
ever, he went back so,ooo years to neolithic man. But it was true that he 
was busy on a new book. Imperial Germany and the Industrial Rwolu­
tion was to mark a significant change in Veblen's procedure. 



CHAPTER XVIII 

T
HE Theory of Business Enterpris6 had predicted war as one 
of the al~ernatives facing mankind, as one which would lead 
to a regime of feudal status and the collapse of occidental cul­
ture. In Imperial Germany and the Industrial Revolution the 

war became the occasion for determining which alternative would win 
-the industrial republic or a despotism which would be feudal in fact, 
whatever its form. Veblen's other books had· taken years to write, but 
on this one he spent only a few months, as the date of the preface indi­
cates. The book betrays haste, but his very haste prevented him from 
building up the strategic devices by which he customarily masked his 
meaning. What the book lacks in urbanity it makes up in effectiveness. 

It was probably Veblen's haste that led him to place at the end of 
the book, in five lengthy notes in the nature of essays, material that be­
longed in the main text. But a striking effect is achieved by this procedure. 
The notes refer to passages in the text, separated at times by a hundred 
pages, but when they are read together they form almost a book of their 
own, so~ewhat resembling The Theory of Business Enterprise. The first 
is on the dolicho-blond, who has the characteristic qualities for survival 
in occidental civilisation; the next two refer to the development in Ice­
land Jrom a small-scale scheme of life to an aristocratic republic, and its 

. collapse; the fourth is a discussion of the country town as a reflection of 
modem business principles; and the last discusses war and its effect upon 
the redistribution of wealth. · 

In Imperial Germany there are only an occasional footnote and a few 
pages in the conclusion to indicate that a war was in progress. Veblen 
stated in the preface that the work was projected before the war occurred, 
"though the complexion of subsequent events has also doubtless had its 
effect on the particular direction of the argument at more than one point." 
England plays as much a role in the study as does Germany, and by Eng­
land Veblen refers to English-speaking peoples in general. The inquiry, 
he said, was not primarily concerned with the war, but with a "compari­
son 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 comparison is based on "the economic, chiefly the in­
dustrial circumstances that have shaped the outcome in either case." Little 
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of the material is new, and the "anthropological" material on the "old 
order'' of Baltic culture is practically identical with that pres~nted in the 
course in "Economic Factors" which Veblen gave during his first year 
at Missouri. 

Veblen's customary contrast between the generic presumptively savage 
culture, where ownership does not exist, and the unstable advanced bar­
barian pecuniary culture now takes the form of a contrast between the 
generic neolithic culture, with its "anarchistic savage," and the modern 
dynastic state, with its fighting prince carved in the image of the pecuniary' 
magnate. The early culture of the Germanic peoples and their pre­
German forbears, which include the English-speaking peoples, "is made 
use of as a term of contrast against which to exhibit the characteristic 
traits of the modern era, and as showing the cultural point of departure 
of these peoples, towards which any drift of reversion in their case will 
necessarily set." Industrially "the current German situation is a deriva­
tive of the English and an outcome of the past development of the in­
dustrial arts as worked out in Great Britain."· "The English-speaking 
peoples are democratic, indeed anarchistically democratic, in principle," 
said Veblen, "but by reason of common-sense expediency fortified by a 
pervading respect of persons-what is sometimes disrespectfully called 
flunkeyism-the effective degree of freedom enjoyed by the individual,· 
as restrained by law and custom, is only moderately greater than that 
which falls to the lot of the German subject whose point of departure in . 
the regulation of conduct would appear to be this same flunkeyism, digni­
fied with a metaphysical nimbus and mitigated by common-sense expedi­
ency." In notes taken in the course in "Economic Factors" the year the 
book was written the similarity between the English and German condi­
tions is elaborated somewhat further. In small Denmark the poorest class 
is not as badly off as the poorest class in either England or Germany. 
There are no large industries in Denmark and no class comparable to the 
employees of mines and collieries in England and Germany, who live in 
abject misery. Norway is poorer in soil, resources, anc;l population than 
Denmark but it is generally accepted that the common man is better off 
even in Norway than in England or Germany. The richer the country, 
the poorer the people. 

As in The Instinct of Workmanship, Veblen speaks in Imperial Ger­
many of the basic difference between heredity and habit, between the en­
during, characteristically human predispositions and the transitory un­
stable dominant scheme of human institutions; and he speaks here of the 
modern composite, hybrid population as he used ~o speak of the composite 
point of view. But while in most of his other writing much space had to 
be covered before he discussed the relationship between modern business 
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enterprise and technological efficiency, in Imperial Germany this relation­
ship is stressed almost at the beginning, although it is introduced first in 
a footnote. The United States Steel Corporation, he says in the footnote, 
was organised so that the technologically obsolete equipment of under­
lying companies, which for business reasons could not be summarily 
scrapped, might be shifted gradually to a modern basis; that is, the 
"monopolistic position of the new corporation" enabled it to make the 
community at large pay for the temporary lower efficiency which resulted 
from the refusal to make a radical shift to the requirements of the new 
technological situation. Its control later of southern coal, iron, and lime 
was for the same purpose. In other words, modern business control under 
the changed industrial system has the same effect upon the general wel­
fare as if it were consciously directed towards retarding material efficiency. 
Business enterprise takes over the control of industry, and the pecuniary 
gain of the businessman in whom the discretionary power rests becomes 
the test of industrial efficiency. 

In the course in "Economic Factors" that Veblen gave the same year, 
he converted this principle into terms of dynastic statecraft. The trans­
formation of Prussia from a group of warring principalities to a large­
scale dynastic state was accomplished by Frederick the Great and di­
plomatists masterful in lies. Prussia was in a position to take the lead in the 
growing movement, necessitated by the new state of the industrial arts, 
for a larger-scale organisation. To qualify for modern competition the 
state must be a large-scale organisation. The "merger" or combination 
process was already going on among the smaller states, and inevitably the 
stronger ones absorbed the weaker. Prussia, aided by her lack of restraint 
in diplomatic ethics, secured the lead and kept it, although the smaller 
states were growing. Moreover, what representative institutions existed 
were only nominal, and in no way impeded the crown's policy. 

The modern German statesmen have in no way changed the policy. 
The pressure for home industry is apparent, for example, in the produc­
tion of steel. By tariffs and other encouragements the Germans have 
forced the development of ore beds, nine-tenths of which it would have 
been uneconomical to touch in America. This procedure, however, pro­
vides them, at such times as the present, with the equipment and process 
necessary for utilising such ore as they have available at home. The 
same is true of copper. But in spite of all protection, and all efforts to 
employ substitutes, an increasing percentage of the supply during the 
last forty years has been secured from Sweden and Spain. 

In Imperial Germany Veblen declared that in modern economic life 
the principles of "con5picuous waste," or the great investors' con­
siderations, take care of the margin between production and productive 
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consumption, so that at least fifty percent of the current product is wasted. 
But the waste and unemployment entailed in the modem institution of 
property follow from principles which are conceived to make for the gen­
eral welfare, the principles of natural liberty. 

Here Veblen turns back to what he calls the "pagan anarchy," or 
"quasi-anarchistic scheme of social control, resting on insubordination." 
V nder this scheme civil power was vested in the popular assembly, made 
up of all the free men, and the executive power was slight. The whole 
scheme rested on neighbourly surveillance, or the principle of live and 
let live. Under the simple technological scheme of mixed farming which 
prevailed then, the scheme worked passably. With the advance of the 
industrial arts, however, the possessor of the required means is able 
to extend his enterprise beyond the bonds within which neighbourhood 
surveillance is effective. The uncritical sense of group solidarity is so 
strong in such a community that gains to its members only add to the 
standing of him who makes them, "as all pecuniary gains do in a culture 
that makes much of property." This sentimental sophistry results in the 
community unreflectively furthering such enterprises "at a palpable cost 
to itself and with the certainty of getting no gain from the venture." The 
effective presence and uncritical efficiency of this propensity is best seen 
in international trade, "where the trade is carried on for the gain of the 
businessmen immediately concerned and where the benefit presumed to 
accrue to the community at large from such gains for the home-bred busi­
nessmen will bear no scrutiny." 

In the small-scale kingdom of the "Old Order" the interest of the 
citizens lay in defeating the ambitions of the a-own to extend its patri­
mony, but instead, in violation of sound logic, they went to considerable 
lengths to further such projects of dynastic aggrandisement. The king 
played one neighbourhood against another, with the result that obedience 
to the a-own took the place of the "pagan" traits of insubordination and 
initiative. Local kings extended their domains and displaced those that 
fell short in the struggle for empire. Restless young men formed bands 
of adventurers and followed a similar procedure, or ran to waste in the 
turmoil. In the end the old order of quasi-anarchistic autonomy gave place 
to irresponsible authority and subjection. The rule of live and let live 
eventuated by its own working into the rule that the king is to live as he 
sees fit and ''the common man is to live as the king of his grace will let 
him." 

This process is further elaborated in the two supplementary notes on 
the old order at the end of the book. The classical writers on the Ger­
manic tribes are best exemplified by Tacitus, whose work is a Tendenz­
schrift, a rationalised account reflecting the views then prevalent among 
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Latin scholars 'concerning pt:imitive social conditions, and "drawn with 
an eye to the discipline and edification of his Roman audience., His ac­
count is taken from tribes that have notoriously wandered long and far 
from their ancestral homes, engaged in profitable seizure, and made 
themselves, at least provisionally, a master class over a population already 
settled on the land. These accounts describe a more or less mature state of 
predatory culture. A better source is the saga literature, which was con­
temporaneous with the breakdown of the pagan anarchy and its dissolu­
tion into a dynastic dependency. Snorri's work is that of "~ artist gifted 
with a Shakesperian sense for the ludicrous." Whatever the gods may 
have been in their legendary shapes before he touched them, they are 
figures of no great stature as deities after they leave his hands. 

The Viking trade was made possible by the. great improvements in the 
technology of boat-building and navigation, but since no substantial 
equivalent was gained from the traffic a surplus population and produc­
tivity must have existed in order to make the considerable investment re­
quired. The VIking traffic was in slave labour, superfluities, trinkets, pre­
cious metals, but with due regard to these imports, which were of slight 
value, and to the mutual raiding that took place, the equipment, sup­
plies, and personnel that went into the Viking traffic were a total loss. The 
result was the insecurity of person and industry, an increase in the number 
of slaves, an increase in their hardships, and a decline in their price. 

Social classes in the age of the Vikings are sketched by Veblen in terms 
very like those he had used in describing the hierarchical organisation of 
modern business enterprise. At the bottom were the slaves, who were the 
chattels of their masters and differed from them neither in speech nor in 
physical characteristics. Above them was the larger class of half-free 
tenant cottiers, or the dependent working classes. Above these in turn, and· 
constituting the main body of the population, was the freehold farm 
population. Then came the earls and the king, whose place in the social 
organisatiop is not clear. In these petty kingdoms the king was primarily 
a gentleman farmer, and in Veblen's description he appears as a composite 
of industrial technician and businessman, merely the chairman of the 
assembly and having little power except in war. This· ancient small scale 
of things still lives in popular folklore, although it has disappeared from 
popular experience. "The folk tales carry the suggestion, to be taken for 
what it may be worth, that this small-scale, half-anarchistic, neighbour­
hood plan of society is ••• the one plan in effect, to which they will drift 
by natural bent and in which they instinctively see the land of the heart's 
desire and the empire of content for their kind." 

But in these principalities the tenure of property and the incidents of 
ownership were precise and of fundamental consequence beyond any 
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other, like their modem counterparts. There is some evidence of the use 
of machinery and of production for a market. \Vith the growth of the in­
dustrial arts the neighbourhood scheme broke dowri, and the consequent 
dynastic triumph "cannot be well characterised as anything but imbecile 
and nasty." In small communities the instinct of workmanship might stir 
the neighbours into activity to put down an "obnoxious superfluity of 
naughtiness," but in general the institutio~ framework gives rise to con­
ditions which, under the new technology, break the hold of the neighbour­
hood scheme. The accumulation of wealth gives a differential advantage· 
to its owner, so that with the same free hand as his neighbours, and with 
the added reach given by his means, he is in a position to engross the 
community's natural resources and technological knowledge. Thus the 
private accumulation of wealth ''works, from its beginnings, at cross­
purposes with the principle of live and let live," until the democratic 
regime dissolves into rapine and destruction, as exemplified by the Ice­
landic republic at "the close of a protracted season of internal raids, law­
lessness, civil war, and assassination carried out in the endeavours of these 
magnates each to live as good him seemed." On the other hand, the in­
stitution of property, the institution of ownership with full discretion in 
the use of property, is an intrinsic effect of the rule of live and let· live. 
"All this, of course, implies no criticism or derogation of the institution 
of private property at large, either as to its defensibility on moral grounds 
or as to its expediency on economic grounds. • . • It is only in its conse­
quences that it comes in conflict" with the rule of live and let live in the 
course of institutional growth. · 

Again the notes taken in Veblen's course in "Economic Factors'' in 1911 

are useful in understanding his analysis of the old order and its relation 
to modem business enterprise. A few burial places which survive from 
the Baltic Stone Age attest the possession of property at that time as well 
as poverty. Judging from the grave mounds people lived in a great many 
relatively small villages. The roads are along the lines of these mounds 
and indicate the use of wheeled vehicles. By the middle of the Bronze 
Age the workmen beeame so proficient that they were making chains, and 
towards the close of the Bronze Age the wealth of the country seems to 
have increased. Apparently gold was plentiful at that time, but with the 
transition to the Iron Age gold disappeared and silver took its place, al­
though silver was never abundant. There are indications of great dis­
turbances and of marked changes in culture. \V eapons became more 
abundant and representative art developed. "It is believed that these 
representations of animals have a magical meaning; something like the 
designs on our coins." At the close of paganism in Norway, the constitu­
tion of society was formally of a free nature, but aristocratic. There was 
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a certain degree of preference before the law, but freeholders ruled, and 
the legal fiction of absolute equality was never denied, in spite of the 
growing tendency to prerogative in fact. The privileges of the freeholders 
were closely connected with property. If a freeholder lost his property, 
he might cease to be a freeholder and lose his citizenship. He might even 
lose his freedom and become a slave either voluntarily or by outlawry. 
Originally the king was usually the largest farmer, the chairman of the 
assembly. He _formally had no executive powers. In theory the king is 
always present although he inherits little. But gradually he achieves ex­
ecutive powers and engrosses the revenues. The system is based on prop­
erty and descent, with inheritance of both property and status. The cul­
ture is one of mixed farming and of piracy,. although there are some 
merchants who are not pirates. 

The Icelandic community illustrates the situation. A meeting of the 
whole country would be held annually. The main business of this general 
assembly was litigation, and it had a supreme court of nine judges. But 
an extra-legal system of bosses and of combinations of bosses developed, 
and, although the forms of free equality remained, they failed in practice. 
In 1235 there were two permanent factions; in their fights the courts were 
of little importance and their awards were given little consideration. The 
republic came to a close in this civil warfare, without the interference of 
any higher power and without the growth of a kingly power. 

Baltic culture was organised on a small scale at that time, and its in­
stitutions were not suited to the management of a community on a larger 
scale with larger interests. Originally the wealthy were proud of being 
good workmen, but in the end they appear as a distinct leisure class of 
fighters. The habit of independence comes from the small-scale culture, 
where each neighbourhood governs itself, but this situation was changed 
by the invasions. The invaders probably killed off some of the original 
cultivators, but most of them they allowed to live on condition they fur­
nish their owners a livelihood. Thus the barbarians settled not on the land 
but on the people. This scheme has been tried almost everywhere. It failed 
in America only because the people would not submi.t to slavery. It de­
velops a society in which the freemen govern themselves and also their 
subject workmen, and the outcome is a system of feudal status, in which a 
free citizen has one or more villages assigned to him. The classical theore­
ticians who espoused the mark theory saw only the ruling class of freemen, 
not the insignificent subject classes, and deduced a democratic village. As 
a. result of this incursion into Europe of men bred to freedom and self­
government the underlying population was reduced, at least for a while, 
to a. condition of servile subjection to warlike enterprise. 

The notes on the Mediterranean culture, taken in the course in "Eco-
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nomic Factors," tell the same story. The greatest era of fighting was in 
the Iron Age, the era of Mycenrean culture. This was the era between the 
Homeric and the classical periods, and the fighting continued in the latter, 
through the collapse of Rome. Cattle and the pastoral culture caJ;le with 
the Bronze Age. The European learned the domestication of cattle and 
developed it farther, since in taking it"over he avoided the load of magic 
and superstition. The Alpines, with their superior technology and aristo­
cratic organisation, were at first successful against the Europeans, but after., 
the Europeans absorbed some of the Alpine culture they were able to 
thrash the brunettes. · 

In Imperial Germany the chapter on "The Dynastic State" shows the 
petty principalities developed into petty dynastic communities, not unlike 
the competitive business organisations that engaged in warfare before the 
great trust and holding-company era. The formation of imperial Ger­
many as a dynastic state is a medieval anachronism. The dynastic state is 
necessarily of a "competitive, or rapacious, character, and free to use any 
expedient that comes to hand." It took over the mechanically more efficient 
devices of the new age because it would thereby enjoy a differential ad­
vantage over conservative neighbours, and would in . the end supplant 
them in statecraft and seize their substance. The old order of self-sufficient 
principalities had no chance of survival when the state of the industrial 
arts made national organisations possible. The dynastic state was . reor­
ganised and its administrative machinery differentiated to make possible 
a more detailed and exacting control of the source of revenue. By a policy 
of war like aggression and by a system of bureaucratic surveillance and un­
remitting interference in the private lives of the subjects the necessary 
servility of the population has been obtained. Successful warfare, the 
disciplinary effect of preparation for war, indoctrination with warlike ar­
rogance and ambitions, have sustained the submissive allegiance of the 
underlying communities. 

The discipline of personal allegiance to the dynastic state or sovereign 
is in sharp contrast with the discipline of the machine industry, which con­
stantly enforces the futility of personal force and prerogative in the face 
of the impersonal requirements of the mechanical process. Liberals, how­
ever, held their ''intellectual convictions on such 'academic' tenure-that 
is to say, so uniformly without reinforcement from their own experience 
of mechanical fact-that with the best intentions they never succeeded in 
infecting the people at large with their own ideals of a new order, or in 
disturbing the incumbents of office in their tenure and usufruct of the old 
order." In the disturbances of 1848, for example, "the enlightened con­
ceptions and impulses of the literate minority here joined hands with the . 
irritation of the illiterate due to intolerable conditions of physical discom-
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fort, with a transient appearance of success, and with the net result that in 
the end both parties to the misunderstanding were convicted of con­
tumacy." 

The situation of imperial Germany is that of an organisation whose 
industrial technology is modern but whose scheme of controlling institu­
tions belongs to a past predatory era, just as the modern economic organi­
sation is comprised of the incompatible principles of business and the ma­
chine technology. German technology has been borrowed from England, 
but the scheme of free institutions which is the concomitant of that tech­
nology has not been· borrowed. 

The English culture is distinguished from the German by its preoc­
cupation with "material realities," or the mechanistic conception, as dis­
tinguished from the romantic preconception of status and differential 
dignity. The drift in the direction of the mechanistic conception has pro­
ceeded with such a degree of consistency that "the mechanistic conception 
has the appearance of a goal towards which the discipline of modern life 
has tended." The habit of thinking in workmanlike terms of efficient 
causes is "one of the most ancient and incorrigible metaphysical habits of 

· the race," and under the relative peace that England has enjoyed there­
sult has been a relative predominance of insubordination and free institu­
tions. Its handicraft technology passed over insensibly into its machine 
technology. In fact, "except for the fear of giving annoyance, one might 
find survivals of the gild-regulation concept of natural laws in the work 
of scientists still living, particularly perhaps in those sciences that lie 
farthest afield from the technological domain and so come least in touch 
with the logic of mechanical engineering." In England as elsewhere, how­
ever, the right of property has the sanction of law and custom, so that in 
the transition to machine technology pecuniary enterprise has not assumed 
the nature of petty trade subservient to handicraft, but has become master 
of the industrial system~ owner of the industrial equipment, and bene­
ficiary of the community's technological efficiency. The English capi­
talistic system has influenced economic life in two directions: first, in its 
effect on industry, or production, under the principle of competition; and 
second, in its effect on the consumption of the product, under the princi­
ple of conspicuous waste, also called the standard of living.* 

The consequences of the modern businessman's control are strikes, 
lockouts, idleness, trade union rules, and similar disturbances of the in­
dustrial process, that is, an "exploitation of tP,e human raw material of 
industry that has at times taken quite an untoward scope and direction," 
in the way of overwork, underpay, and bad working conditions. Thus 

• In his lectures Veblen said that the standard of living is the aame as the cost of 
living, and he expressed a preference for the term "standard of livability." 
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modern capital has resulted in an "appreciable population of 'depauperate' 
workmen, sufficiently damaged in their physique to transmit their debili­
ties to their offspring and leave them doubtfully fit for any efficient use, 
'unto the third and fourth generation.' " The privileged wealthy classes, 
sheltered from the need of adjustment to modern requirements, might 
also be characterised as depauperate. These two, the indigent and the 
:eisure class, are found together since they are the outcome of the same 
conditions-"the era of business and industry, peace and prosperity, 
brought on by the technological advance in modem times." Competitive ' 
salesmanship and the other strategic expedients of competition are the 
essence of modern business enterprise. The more mature the development 
of business enterprise, the greater the share of product wasted on sales­
manship. 

Modern industrial technology has rendered obsolete the prevailing in­
dustrial equipment and methods, which include more than physical rela­
tions, but "it is by no means an easy matter to find a remedy • • • that 
will approve itself as a· sound business proposition. to a community of 
conservative businessmen who have a pecuniary interest in the continued 
working of the received system, and who will (commonly) not be en­
dowed with much insight into technological matters anyway." So long as 
the obsolescence gives rise to no marked differential advantage of one 
magnate as against another it follows logically that no remedy will be 
sought, particularly since the adjustments required today are not simply 
matters of detail, but are in the nature of an economic ~eorganisation. 
Under the competitive pecuniary interests of the businessmen in control, 
there is "a fatal reluctance or inability to overcome this all-pervading de­
preciation by obsolescence." This is the penalty for taking the lead in in­
dustrial development under business principles. "The shortcomings of 
this British industrial situation are visible chiefly by contrast with what the 
British might be doing if it were not for the restraining dead hand of their 
past achievement, and by further contrast, latterly, with what the new­
come German people are doing by use of the English technological lore." 
The English are now paying the penalty for having taken the lead in 
capitalisation. The situation of Germany makes it plain that it is imma­
terial equipment which is of prime importance, not the accumulation of 
productive goods. "These 'production goods' cost nothing but labour''; 
the immaterial equipment of technological proficiency, the state of the 
industrial arts, considered as a system of habits of thought, "cost age-long 
experience." But the "economists have not been in the habit of making 
much of it, since it is in the main not capable of being stated in terms of 
price, and so does not appear in the statistical schedules of accumulated. 
wealth." Funded wealth invested in industrial business is industrially of 
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slight importance, since business capital means in the aggregate merely 
"a pseud<raggregate of differential claims on the usufruct of the industrial 
equipment, material and immaterial." As a result of the extensive use of 
credit and corporate organisation the aggregate of capitalised wealth 
greatly exceeds the aggregate market value of the material items. 

The discipline of the machine industry is inimical to the stability of 
personal government, of "subordination to the discretionary call of a per· 
sonal superior." Instead it induces a due appreciation "of the sweep of 
mechanical processes, impersonal and in that sense equitable." But when 
the business control of industry takes extensive effect personal discretion 
again becomes dominant. "The authority of ownership, enforced by pe· 
cuniary pressure, takes on a coercive character that grows more compre· 
hensive and unavoidable as the scale of industry and investment grows 
larger. Under latterday large-scale conditions, this authority of owner­
ship has the harsh aloofness of irresponsible tyranny, but it has none of 
the genial traits that may relieve even a very ruthless despotism. The 
subordination which it enforces is of a sullen, unenthusiastic character 
tending more and more to a grudging disloyalty, as the scheme of busi· 
ness control grows more comprehensive and settles into more rigid lines." 
The result is an antithesis, emulation and disparagement between classes 
which is like the relation between hostile cultures or between culturally 
distinct communities, and "the outcome is a state of aliency between the 
two, which may on slight provocation rise to the pitch of manslaughter." 

Under the rising standard of living, or increase in conspicuous waste, of 
the advanced pecuniary culture, the function of the perfect gentleman is 
to waste as much as he can engross of the community's resources and 
product. Under· the canon of pecuniary efficiency "the conspicuously 
wasteful consumption of the gentleman must not incidentally or by leak· 
age conduce in any degree to the physical well-being, or to the pecuniary 
gain, of anyone else. • • • The staple product of the pecuniary culture in 
England in the way of gentlemen (and gentlewomen) is as good as hu· 
man infirmity will permit." The population's preoccupation with sports· 
manlike activities, with such a "tour de force of inanity" as big-game hunt· 
ing for example, results in a wasting of the products and energies of the 
industrial system and the perversion of the sources "from which the effi­
ciency of the industrial system is to come." 

The success of the German people was achieved in spite of the imperial 
state, not because of it. Because of their more recent entrance into what 
constitutes western civilisation, the Germans were able to take over the 
technology of Great Britain without the faults of its comprehensive busi· 
ness control. "The borrowers are in a position of advantage intellectually, 
in that the new expedient comes into their hands more nearly in the shape, 
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of a theoretical principle applicable under given physical conditions; 
rather than in the shape of a concrete expedient applicable within the 
limits of traditional use, personal, magical, conventional," or of "pecuni­
ary use and want." "It is, in other words, taken over in a measure without 
the fault of its qualities." The premises and logic of this machine tech­
nology "are· patent to the meanest understanding at th~ first contact." 
They may often be overlaid with an alien; "practically impermeable crust 
of habits of thought," but the substantial "basis "is unavoidably and in­
dispensably familiar to the common man in all his commonplace dealings ' 
with the commonest inanimate objects that surround him. Its point of 
departure and its scope and method are summed up in the phrase, 'matter 
of fact.'" 

"The epoch-making intellectual achievement of the English technolo­
gists and their like, who prepared the Industrial Revolution and have 
afterward worked out its consequences in technology and the material 
sciences, is not so much that they gained a new manner of insight into the 
nature and working of material things, as that they were, by force of cir­
cumstances, enabled to forget much of what was known before their time." 
The most important of these circumstances appears to have been the decay 
of personal government consequent on the decay of dynastic enterprise. 
"By atrophy of the habitual bent for imputing anthropomorphic qualities 
and characters to the things they saw, they were enabled to interpret these 
things in terms of matter-of-fact." "This does not mean that everyone, 
or any community is ready forthwith to evolve the working_ technology of 
the machine industry out of his inner consciousness, provided only that 
no one interferes with his cogitations. Even given the premises and the 
logical insight, there is a large field of empirical, matter-of-fact knowledge 
to be covered under the working-out of these premises; and this can be 
had only at the cost of ••• experience and experimentation, for the 
details of this knowledge are of the opaque nature of all empirical, par­
ticularly physical, information and are to be had only by the narrow 
channel of sense perception." 

In contrasting German material development with that of the English­
speaking peoples Veblen refers to his eight-page supplementary footnote 
on the country town, which illustrates the backwardness of American 
business. American business has had unexampled material resources and 
workingmen, but under the unlimited opportunities for profitable busi­
ness, the industrial outcome has been inferior to that in Germany. Taxa: 
tion in America has fallen not on the businessman in control but on the 
farm population and other classes not engaged in business. Nowhere have 
businessmen so controlled the laws and administration, nowhere have 
they had such opportunities, and nowhere have they fallen short of their 
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opportunities by so wide a margin. The mature American businessman is 
of the same character as the American politician. He is a product ofthe 
country town, "considered as an institution and an engine· of cultural 
discipline." The immigrant rural population of the Middle West and its 
productive activity were mercilessly taken advantage of by the Yankee 
leisure class of substantial citizens which constituted the institution of 
the country town. "This politico-pecuniary enterprise in muniCipal pre­
requisites is a case of joint action rather than of collective action," since 
"each and several of the participants, overt and covert, takes part as a 
strategist or diplomatic agent for his own pecuniary interest." The char­
acteristic enterprise of the country town businessmen is real-estate specu­
lation, a businesslike endeavour to get something for nothing through 
engrossing the technological efficiency and practising what are actually 
acts of prevarication in promoting this speculation. Those. who pecuniarily 
succeed must be conservative, prehensile, and endowed with the capacities 
of cupidity, prudence, and chicane. Their enterprise and efficiency is in 
pecuniary strategy, pecuniary intrigue, also called finance, not in indus-

. trial innovation. "Adventures in new, untried, unstandardised industrial 
projects and expedients are alien and anathema to the prudent, conserva­
tive business community." The mechanical inventions which have given 
America its industrial importance have not been made by the ~usinessmen 
or with their support. The modern pecuniary test of survival rejects candi­
dates who are endowed with technological insight or with an aggressive 
curiosity in matters of industrial management. The incredible amount of 
waste in equipment, resources, and manpower is due to the businessmen's 
lack of even "the degree of technological insight necessary to appreciate 
the pecuniary loss involved in their own astute mismanagement." But 
the waste is increased severalfold when account is taken of the unemploy­
ment or the stoppage of workmen and plant which result from the pe­
cuniary strategy of these conservative businessmen. 

The operations of large-scale American business finance by business 
financiers who hold the industrial fortunes of the country in their hands 
are eminently of this country-town character. Their controlling incentives 
are those of the security market, not those of the output of goods. Final 
discretion rests not on the engineering staff or manager of the work, but 
on the financial house whose ostensible relation to the industrial concern 
is only that of an underwriter. The trust movement was a device of the 

·great financiers to manreuvre concerns into difficulties so as to obtain 
bonuses and similar gains through recapitalisation, and these concerns 
have continued in a state of dependence upon the irresponsible financial 
houses. The relationship is so commonplace as to call for no censure. The 
greatest financier and discretionary controller of industrial enterprise 
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maintains that the directors of a corporation are not responsible for the 
condition of work in the concern since they are merely financial agents. 
Another great financier holds that, in justice to the full discretion of these 
directors, their establishments must be left without control by public 
authorities. 

The German captains of industry of the new era did not, however, 
graduate from the training school of a country town, with its rule of "pre­
hension, division, and silence." They made good under the selective test 
for fitness in the aggressive conduct of industrial enterprise, not in the 
closed circuit of financial strategy. They could install the best of equip­
ment since they were not constrained by the invisible hand of capitalisa­
tion. They were riot captains of finance but captains of industry, and chose 
their staff on the basis of industrial insight an~ capacity, not on the basis of 
street-corner politics and "astuteness in ambushing the community's loose 
change." While the American community was being brought under the 
control of the financial strategist, the German was being brought under 
the rule of the technological expert. The salaries of captains of industry 
and their staff were not high, since they were accustomed to a frugal way 
of living. The German workmen had not reached a pitch where industrial 
activity and interests were conventionally irksome. · 

But the fundamental principle of the price system, with its continual 
bargaining, is the principle of conspicuous waste, and thus in any com­
munity where industry is controlled by the price sy~tem there eventually 
arises some sportsmanlike endeavour, which is expensive and unprofitable 
from the standpoint of the material interests of the community, but which 
gives an appearance of activity, so that the sense of workma~ship is not 
entirely frustrated. In Germany, too, the great rule of corporate finance, 
which conserves and increases the funded wealth at the cost of stopping 
the community's material wealth, has resulted in a relative decline of 
home consumption and an increasing demand for foreign markets for 
investment and similar purposes. Fixed charges cumulatively increase and 
cut into the industrial advantage. The early differential advantages have 
been duly capitalised under the regime of credit and the capitalist system, 
so that with the phenomena of obsolescence comes a discrepancy between 
accepted capitalisation and effective earning capacity. By a curious twist of 
logic the imperial statesmen have felt that this inevitable and cumulative 
drawback could be remedied by the acquisition of colonies. The conse­
quent rising standards of conspicuous waste bring on labour troubles,: 
which threaten the "living profits" to be paid on capitalisation. But these 
"living profits," based on what the traffic will bear, are the fundamental 
element in the pecuniary standard of living, and are given up only re­
luctantly and tardily. Ultimately the decent waste of time and substance, 
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or increased charges and costs, threaten the disappearance of the dispos­
able surplus between industrial output and current consumption. 

A settlement by war was inevitable, but Germany's best opportunity 
was a half-dozen years ago, when it ceased to gain in industry and com­
merce relatively to the situation at large. Its increase in warlike capacity 
has not kept pace with that of its competitors. "The resulting massive 
aggregate of increase in warlike capacity among the nations with whom 
imperial Germany has had to make up its account has been such as would, 
during the last few years, throw the net balance of the differential gain 
slightly against the Empire's score." 

The economic system of a dynastic state is operated on the principle of 
fighting capacity. Railways are laid out from. the standpoint of strategy, 
and the lordly classes obtain pecuniary concessions. Any popular senti­
ment against the imperialistic aggression of the strategists is repressed by 
"drastic exercise of the police power, and a free recourse to juridical ex­
cesses," by censorship of the press and of education, by pensions, insurance 
for disabilities, etc. Universal military service is the most effective cor­
rective of socialistic propaganda and similar movements of insubordina­
tion. Without the training this warlike service gives in personal authority 
the socialist movement would hardly have fallen into its present state of 
"innocuous desuetude." The whole scheme rests fundamentally on mar­
tial law, and the single-minded aim of dynastic aggrandisement is ob­
structed by no consideration of equity or humanity. "A dynastic state can­
not be set afloat in the milk of human kindness"; from its great warlike 
enterprise the common man has nothing to gain but frustration and hard­
ship. But '.'so seen in its historical setting and in the light of the circum­
stances that have shaped it and that will continue to determine its further 
life history-that is to say, considered genetically-this variant of the 
western civilisation is evidently an exceptionally unstable, transitory, and 
in a sense unripe phase." 

It cannot be otherwise, for it combines archaic metaphysics and the 
modern industrial arts, an institutional scheme handed down from medie­
valism and a technology resting on matter-of-fact. It is· true that the Eng­
lish commonwealth, which is something in the nature of a joint-stock 
company, is not the embodiment of free institutions that is imagined. 
Discrepancies of wealth were not provided for in that ancient hereditary 
bent towards free institutions which made "the petty anarchistic groups 
of the Baltic culture a practicable engine of social control" and which is re­
asserting itself now in democratic discontent. In fact, in the light of the 
de facto consequences of property rights, it is doubtful whether a free, 
indigent workman in the modern industrial community is in a better situ­
ation than a workman on a servile tenure under feudalism. But at least it 
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is now believed that the common man has paramount dominion, and that 
class distinctions are against human dignity. The cultural drift is towards 
free and popular institutions. As the machine technology renders obsolete 
the imputation of occult powers and qualities in the conception of objective 
reality, the similar imputation of occult grounds for privilege, authority, 
and subservience will become obsolescent in the institutional scheme. 
"Free institutions and insubordination" aie the concomitants of the mech­
anistic industrial system, "inseparable from it in the long run because it 
is made of the same substance as this technological system." But the "long 
run" has not yet been achieved in the German case. 

So Veblen sketches the natural decay of the dynastic state. In his anal­
ysis the dynastic state seems unlikely to endure in competition with free 
institutions and the modern state of the industrial arts, unless there is a 
reversion, a general destruction of civilisation. The modem large-scale 
dynastic state violates the technological foundation upon which it rests. 
"The Imperial system of dominion, statecraft, at:id warlike enterprise 
necessarily rests on the modem mechanistic science and technology, for its 
economic foundations and its material equipment as well as for its admin­
istrative machinery and the strategy necessary to its carrying on. In this, 
of course, it is in the same case with other modem states. Nothing short 
of the fullest usufruct of this technology will serve the material needs of 
the modern warlike State; yet the discipline incident to a sufficiently un­
reserved addiction to this mechanistic technology will unavoidably dis­
integrate the institutional foundation of such a system of personal domin­
ion as goes to make up and carry on a dynastic state." But whether the 
imperial state wins or loses, the struggle stands for "a substantial, though 
presumably temporary, impairment and arrest of western civilisation at 
large." 

Veblen seems to find some advantages to the community, however, "in 
times of stress, as in a season following warlike devastation," just as he 
found some advantages to the community in a depression. Such times of 
stress show clearly the waste and maladministration of modern business 
enterprise, for then industry and industrial life show themselves able to 
continue in spite of the devastation of the governing authorities. In The 
Theory of Business Enterprise depressions are shown to entail the liquida­
tion of security values, the competition of new industry with lower fixed 
charges, the suspension of a large proportion of conspicuous waste, so that 
a greater amount of goods is produced than in high prosperity. In I m­
perial Germany the argument is somewhat similar. If seasons of great 
warlike raids are not too protracted, industrial values recover, because the 
state of the industrial arts is not damaged. The loss in equipment and 
special personnel is easily made up. In such a season of stress the demand 
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· for the superfluities required by pecuniary decency is seriously demoral­
ised, and the taboo against productive achievement falls somewhat in 
abeyan~e. Thus the net production of the community rises nearly to the 
level of its gross productive capacity, or at least comes much nearer to 
that level than in the piping times of peace. Under the settled conditions 
of peace and commonplace prosperity over £fty percent of the conven­
tionally necessary consumption is in items whose use is "only conven­
tionally necessary," such as capital values, and can be easily dispensed 
with to the advantage of the material welfare of the community. 

Veblen's £nal digression in a supplementary note is concerned with war 
£nance. The aggregate of war taxes, plus liens and similar obligations, 
indicates roughly the aggregate wealth consumed in prosecuting the enter­
prise, not including the incidental waste due to devastation. These war 
loans, presently funded, are greater than they appear, because they are of 
a perpetual character. The demand for war loans in effect advances the 
rate of interest and lowers the capitalisation of outstanding securities with 
a fixed income. Property is in reality capitalised at a higher rate of in­
terest. As an effect of the war loans the £nanciering houses "trade on a 
thinner equity," and the available industrial equipment in effect is bid up. 
A voluminous credit extension results, and, since in the season of hostilities 
the traffic in war loans unavoidably goes on, neither the rate of discount 
nor the price of such goods as are wanted is likely to return to the antebel­
lum level so long as these conditions remain. The net result after a period 
of hostilities is that the businessmen in the war industries have gained, 
other industries have lost, and industrial property has been recapitalised 
on a thinner equity and at an increased rate of dividend. To the old ir­
revocable capitalisation is now added the government securities covering 
war loans, the interest on which constitutes a £xed charge on the com­
munity wealth and income, a deduction of the community's earning ca­
pacity. This deduction may conceivably rise to one hundred percent of the 
net income, and may even pass that point. A season of war prosperity is 
followed by a liquidation, in order to bring the capit~lisation into corre­
lation with earning capacity and to determine the ownership of the net . 
earrungs. 

In the main text of the book Veblen declares that in the season of hos­
tilities the volume of obligations added on the basis of the industrial 
property is almost the same as the amount of war obligations. But neither 
the aggregate property in hand nor the industrial efficiency of the com­
petitive nations is increased at a comparable rate; there is more likely a 
decrease in these items. Since no wealth or productive capacity is created, 
the result of the new claim on industrial enterprise is, in effect, to transfer 
to the holders of the new securities an undivided interest in the com-
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munity's wealth, amounting approximately to the face value of the se­
curities issued. It would be hazardous to estimate by how great a margin 
the newly credited claims, amounting practically to an aggregate seizure 
of the productive capacity, fall short of the total we3.lth in hand. 

A serious effect of the great competitive warlike enterprise is the loss 
of industrial morale, the lowering of industrial efficiency, because of 
irregularities rising &om the discipline of military service and &om ex­
posure to the vicissitudes of an occupation which in reality amounts to 
arson and murder. Perhaps one deduction should be made, however, in 
favour of warlike enterprise. The officers, drawn &om the wealthier 
classes, are gentlemen, &om the economic point of view, and have appreci­
ably less than no industrial value to the community since they are typically 
unproductive consumers. Therefore the mortality of officers, the discre­
tionary agents in the warlike enterprise, should be credited to the net gain 
of the community, and the economic relief is something more than a per­
capita rating. Those who believe that the effect ~f the great modem 
competitive enterprise is to drain off and destroy the best people-those 
best for warlike enterprise-should have no fear. If the condition of war­
like activity remains, the breeding of depauperate stocks &om the 
delinquent, defective, and dependent will produce the same kind of man­
hood. 

In an article on "The Opportunity of Japan" in the July 1915 issue of 
Thelournal of Race De<Velopment, one month- after the publication of 
Imperial Germany and the Industrial Re<Volution,' Veblen made an anal­
ysis of Japan that was almost identical with his analysis of the imperial 
German state. "In effect, the people at large are the· government's chat­
tels, to be bred, fed, trained, and consumed as the shrewd economy of 
dynastic politics may best require." The underlying population is ex­
ploited for the glory of the intangible imperial state and for the gain of 
the governing authorities. In Japan, as in Germany, the anachronistic 
medieval scheme of institutions was not displaced by the reception of 
western technology, but the latter was taken over without the magical 
practices and conventions that hindered its further development in its 
place of origin. The Japanese have not yet worked out that scheme of &ee 
institutions based on insubordination which is a basic element in western 
technology, but have allowed the material gains to be appropriated by 
the imperial establishment for dissipation in warlike endeavours. The 
feudal institutional foundations of Japan are being threatened, however, 
by the new mechanistic technology, since its "matter-of-fact concep­
tions . . . induce the working-out of a corresponding fabric of matters 
of imputation-principles of conduct, articles of faith, social conventions, 
ethical values." The feudal regime of Japan must give way either to 
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business enterprise or to a scheme of institutions adapted to modern ma­
terial exigencies. 

The system of business enterprise is closely involved in the principle 
of the dynastic state, and it entails so much waste that it must eventually 
exhaust the surplus which was hitherto available for the use of the feudal 
establishment. Pecuniary management results in "what might be called 
the 'sabotage' of capitalism-the competitive working at cross-purposes of 
rival business concerns and control of industrial processes by considera­
tions of net gain to the managers rather than of material serviceability." 
Equipment is rarely, if ever, worked to its capacity, and "products, 
whether goods or services, are turned out with a view, in respect of kind, 
time, place, and sophistication, to their profitable sale rather than to their 
serviceable consumption." Because of this unavoidable "capitalistic 'sabo­
tage' the industries in the maturer commercial countries fall short of their 
theoretical normal efficiency by something more than fifty percent." With 
competitive gain comes "competitive spending as its legitimate counter­
foil," and this leads to a "ubiquitous system of 'conspicuous waste.'" 
Closely allied to these pecuniary developments is "the well-worn princi­
ple of modern politics that 'public office is a means of private gain,' " and 
a comprehensive system of "graft" develops. It was this comprehensive 
principle of graft which allowed "the great organisation of Russian offi­
cials to be defeated by the Japanese," but the system must develop in 
Japan, too, in due course of maturity. Through the competitive wage 
system and other channels of commercial indoctrination, such as sabotage, 
this "same principle of competitive consumption comes to permeate the 
industrial population and presently induces a higher standard of living 
or more accurately of expenditure"; thus the surplus is still further di­
minished. The dynastic statesmen do not realise that these conditions 
bring about a decline in the rapid rate of material gain which material 
efficiency has already produced. If the Japanese are to utilise these new­
found gains for dynastic aggrandisement in Asia, they must strike within 
the effective lifetime of the generation now coming .to maturity. "The 
imperial government must throw all its available force, without reserva­
tion, into one headlong rush; since in the nature of the case no second 
opportunity of the kind is to be looked for." 

The striking similarity of the underlying argument in Imperial Ger­
many and "The Opportunity of Japan" is more than a coincidence. Veblen 
had begun Imperial Germany before the war, and the declaration of war 
threw a different light on what he had written. He told Urie that he had 
made some alterations in his material and relabelled it "The Opportunity 
of Japan." He could, in fact, have made similar alterations in "the op­
portunity of Japan" and made it apply to the opportunity of modern 
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finance in the United States. These substitutions were made possible by 
the fact that the emergence of modem Germany, modern Japan, and the 
modern United States occurred at about the same time-Germany in 
I 870, Japan in I 863, and the United States in 1861. 

The reviewers of Imperial Germany took the book rather literally and 
viewed it as an examination of the imbecility and eventual downfall of 
Germany. It was admired by both conservatives and liberals, more prop­
erly reformers, although conservatives were more outspoken as to Velr 
len's "characteristically cumbrous style" as the reviewer in The Journal 
of Political Economy called it. The reformers gave high praise to Veblen 
and his attitude on Germany, but they were puzzled, as socialists and 
liberals had been puzzled by Veblen in the past. Walter Weyl of The 
New Republic wrote: "In the end we lay down Professor Veblen's book 
with a certain sense of frustration. The theory he advances is large and 
original, but the very detachment of the author bafBes us, and the ironic 
and elusive treatment of a subject matter which lends itself to a more 
direct handling, gives us a feeling that Veblen has Sa.id only a few things 
that were in his mind." 

Graham Wallas, in The Quarterly Journal of Economics, called the 
book a sociological treatise and Veblen a genius. "If someone would write 
a 'Secret of Veblen,' summing up (with an index!) the four books which 
have so far appeared, Professor Veblen's position in the universities of 
the world would be assured." Wallas expressed the hope that Veblen 
would write a new book, "in which he shall drop the irony and reticence 
which is such an admirable means of self-protection for a sensitive teacher 
who thinks for himself." 

Doubtless the interest in the war was responsible for the fact that 
Veblen's analysis of modern business enterprise was generally ignored. 
But to Veblen this seems to have been the most important element of the 
book, judging from the trend of his course in "Economic Factors" during 
the year he was writing Imperial Germany. The second semester his 
course deviated from the usual "anthropological inquiry." Ostensibly the 
course followed the book, with perhaps more emphasis on the contrast 
between the German and American situation. The supplementary note on 
the country town became of considerable importance, and the strident note 
beginning to appear in Veblen's books is more obviouS' in the lectures. 

Modern large-scale industry was introduced in America at about the 
same time as in Germany, and accordingly the two nations may justifi­
ably be compared. But the contrast between Germany and America is 
greater than that between Germany and any other country that has stood 
for much in modern industry. Germany is far inferior to the United 
States in resources and manpower, and it has serious disadvantages in its 
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heavy public expenses, but it has outstripped the United States in effi­
ciency and left it far behind. 

The American businessman "brags" of enterprise, but actually he is 
extremely conservative. In the development of the United States the typi­
cal businessman was a small dealer in real estate, or a holder of real estate 
as a side issue. The essence of this business is to get something for noth­
ing, and almost without exception the landowner has found himself sud­
denly possessed of a fortune. The situation was in favour of real estate and 
undeveloped resources, and there was no need of industrial speculation or 
industrial pioneering. The German businessman, however, was neces­
sarily speculative in industry. The land in Germany was not so available, 
and it could be used in business undertakings only as a complementary 
factor to much greater wealth of other kinds. Since there was no Michigan 
white pine to be stripped, the businessmen had to develop a process, some 
special technology. They were men of liberal education, scholarly enough 
to work along with the experts, but in America the businessmen have 
neglected or even fought the technological expert. They have tried to 

. avoid experimentation, but when the effectiveness of new processes is 
demonstrated they reap the profits. Great industry has been developed 
not by the enterprise of the businessman, but in spite of him. It is true 
that there is much gambling in business, but high capitalisation is pro­
vided for that purpose, and the industrial organisation goes on its way 
without. encouragement and in a different sphere. The American busi­
nessman aims to keep out of industry, to make money without impairing 
his health. He lacks the German's education, which would enable him to 
look into the future and see the product before it is demonstrated, and 
thus he waits until the experimentation stage is over and then "fleeces the 
lamb." Usually he does not understand even an algebraic formula, and 
he has an aversion to anything he does not understand. 

This relationship between business and industry in America is due to 
the American educational system. In the pre-industrial era, that is, before 
the Civil War, the American community had only a rudimentary training, 
and education was eminently practical. This was considered necessary be­
cause of the seemingly small margin above the means of subsistence, but 
the margin was not as close as was believed. When the early industrial era 
developed, the educational system offered the student no subjects likely 
to make him capable of dealing with large projects, of grasping the the­
oretical formulations which are essential in modern industry. Education 
was based on the requirements for efficiency in a handicraft system, but in 
Germany the common school system was made responsive to new indus­
trial conditions. The extreme practicality of American education was 
solely for the purpose of pecuniary efficiency. There was no self-sufficient 
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foundation for education because the people had no further horizon than 
pecuniary ideals. In Germany ideals of efficiency rose largely from early 
traditions established by scholarly businessmen who had other than pe­
cuniary standards of excellence. Short-time calculation was discouraged. 
Even in America there are limits beyond which the standard of pecuniary 
success becomes odious, but on the whole the men who have stripped the 
country of its resources, and stripped the·people of their money, are re­
garded with the utmost popular approval. The people applaUd them for 
founding libraries, foundations, and universities (Cornell, Stanford, Chi­
cago). 

The American businessman is not content with merely getting a living. 
He is interested in the immediate gain which he himself is able to ex­
tract from the process, and he discounts heavily any long-term motives. 
In America business enterprise seldom looks more than eight or ten years 
ahead, usually less, whereas in Germany twenty years' foresight and cal­
culation is not uncommon. Gary, Indiana, was obsolete before it was 
finished, as the result of business management with'no knowledge of and 
no foresight for industrial details. Germany has not been so burdened with 
this kind of obsolescence, and she has been able to accomplish in fifty years 
what required three hundred years in England. 

Capital, an accumulated fund, is essential to carrying on modern in­
dustry, but Germany did not need so much capital as America and could 
get it more cheaply and with less difficulty. Thete the methods of credit 
arrangements were more minutely looked into, and business speculation 
was not so widespread or so rooted in formulated tradition. In America 
better collateral was required, for American business enterprise was more 
speculative. It rested on real estate, which is an insecure investment. Even 
transportation adventures were entered into for the sake of a real-estate 
boom. In the United States there was scarcely a corporation of any size 
that did not have some kind of franchise or privilege which it depended 
on for unearned gain. Enterprises involving any considerable flotation of 
securities were presumed crooked till proved straight. Industry was al­
ways watching for opportunities for manipulation, gambling, and specu­
lation. The consequent high pecuniary risk to lenders and investors was 
a cause of the high interest rates, although it is not usually recognised as 
such by orthodox economists. This situation gave Germany an advantage 
in the world market, for investment is made on a basis of expense and not 
cost as the orthodox economist knows it. Since the natural resources of 
Germany were neither of as good quality nor as plentiful as those of the 
United States, Germany was forced to develop the machine technology 
more assiduously. The machine discipline was acquired more thoroughly. 
It was not so easy for German businessmen to get something for nothing, 
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an~ industry was therefore conducted more on the basis of legitimate 
gam. 

The United States is essentially a mature colony, a branch of the British 
colonial system and of British culture. In England the situation from 
Elizabeth's time to the present has been one of steady and, on the whole, 
uninterrupted advance in productivity per capita. This, however, has not 
meant any <significant improvement in the material well-being of the 
working class, as the early classical economists candidly admitted. They 
spoke of the iron law of wages, the subsistence minimum, and the Mal­
thusian law of population. There has been sufficient time for the appropri­
ation of the surplus to develop into an elaborate system of unproductive 
consumption. England is best habituated to this unproductive consump­
tion and unearned gain. Germany can never become so efficient as England 
in disposing of surplus wealth which does not go to the worker. The 
methods must become conventionalised; they are then considered noble. 
In the United States there were no conventionalised means of disposing 
of surplus gain. 

Compulsory milit~ training in Germany reached its greatest effective­
ness in about I88o-1885. Since then the military officialdom has been a 
visibly growing burden, insubordination has declined, and loyalty to the 
dynastic state has increased. The net efficiency of the German economic 
system continued to rise until about 1906, but since then the net product 
has probably remained constant, that is, the rate of the deductions has 
caught up with the rate of increase of gross product. Veblen declares that 
Germany was not gaining at a higher rate than the Allies either in spir­
itual or in material equipment after 1912, and that if German imperialistic 
statecraft had been wise and uninfluenced by sentiment a war would have 
been started in that year. 

An element of basic importance which is clearer in the notes than in the 
book is the role of the technical expert. In mechanical industry the expert 
is one who knows the complete theory of production, who has discretion 
and insight into industrial processes, not one who has .a manual dexterity 
and is equipped with apprenticeship training. The expert studies the de­
tailed working of the process. Patent-office diagrams and designs cannot 
merely be transferred into terms of three dimensions instead of two, they 
must pass through the hands of the experts, and be adapted to theory, be­
fore they can be operated as mechanical bodies. 

In handicraft industry the labourer was an embodiment, an impersona­
tion, of the industrial process, and hence in handicraft industry the per­
sonnel was all-important. Skill and manual dexterity were the keynote to 
the system and these could be acquired only by long training and the 
development of traditions. In borrowing the handicraft system from the 
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continent England had either to import workmen or to send workmen 
to Europe to spy upon the technology she was borrowing and learn it by 
training. She was aided in her acquisition by the continental wars and by 
the banishment of many of the best workmen from those continental 
countries. But Germany's borrowing from England was easier and more 
simple. It involved only the adoption of machines and a process worked 
out by experts and directed by experts. The workman is now only auxiliary 
to the process. The expert is the central fact; it is he who is informed on 
the theoretical meaning of the process. 

Ultimately and basically the discipline of technology works at cross­
purposes with that of the dynastic state or business enterprise. As the ex­
pert technician gains increasing sway, as is essential in the nature of his 
work and in the growth of material sciences, the greater are the troubles 
of the captains of finance, for the captain becomes increasingly an obstacle 
to advance and the technician becomes increasingly the responsible agent. 
The work of the expert makes it necessary for the <=aptain to increase his 

. depredation of material weHare, in order to maintain and increase capital 
values. Nevertheless the expert's substitution of formulz and compre­
hensive theoretical principles for personal supervision and skill, suggests 
the answer to the gravest objection to socialism. The technical expert be­
comes not merely the substitute for the modem captain of finance, but the 
instrument for achieving the downfall of capitalism. 

The next book Veblen wrote was The Higher Learning in America: 11 

Afemorandum on the Conduct of Universities by Business Men. Like 
Imperial Germany it was written in less than a year. In fact, Veblen told 
a former student that it now took him about ten weeks to write a book, and 
that he used no notes. Before the book was finished in March 1916, Hand­
man asked Veblen what the subtitle was to be, and Veblen replied: "A 
Study in Total Depravity." Ardzrooni said that the first draft was the 
most vitriolic writing he had ever seen. He told Veblen that the book 
would give people the impression he was mad. Veblen accepted criticisms 
without any comment, and made amendments. Originally it was planned 
to publish the book in the University Studies, but President Hill advised 
both the editor and Veblen against publishing it in the series. President 
Hill said that the book was one of the cleverest pieces of writing Veblen 
had done, even though his point of view seemed somewhat extreme, but 
"there were so many paragraphs that reflected on educational leaders of 
the universities that I considered it might seem discourteous for the Uni­
versity of l\1issouri to become officially responsible for its publication and 
distribution., He told Veblen that the time was not ripe for such a book, 
and Veblen accepted his advice. Veblen told Urie that he would not have 
the book published until after his death. 
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Veblen's influence was growing with a small group. Francis Hackett, 
who had become probably the outstanding literary critic in the country 
through his work on The Chicago Evening Post, was now literary editor 
of The New Republic. He lost no opportunity to praise Veblen, and also 
interested other literary editors in him. In reviewing Edgar Lee Masters's 
Songs and Satires in The New Republic in I9I6, Hackett said that the 
confusion concerning Masters was due to "his arrival on the stage at a 
period of economic and moral transition. For the right clues to this transi­
tional period there is no observer so fertile, so brilliant, so inexorably 
honest as the author of The Theory of Business Enterprise." Hackett 
quoted extensively from "The Cultural Incidence of the Machine Proc­
ess" and concluded with the statement that Masters represents that 
modern population which Veblen calls "iconoclastic and materialistic." In 
reviewing Harry T. Baker's The Contemporary Short Story, a Practical 
Manual, under the title "The Fiction Factory," Hackett made Veblen the 
centre of his discussion and suggested that Veblen's analysis of magazine 
and newspaper work under the guidance of business principles showed a 
better understanding of the situation. This year the Institut International 
de Sociologic made Veblen a vice-president. 

In I 915 it was understood by the seniors in the School of Commerce 
that Stewart and Davenport had been offered better positions in other 
schools but were staying on that year in order to have the benefit of their 
association with Veblen. Stewart told a colleague that the University of 
Chicago made him an offer because it wanted someone who could present 
Veblen's methods of research and inquiry. Unfortunately for Veblen, 
Davenport found conditions not altogether satisfactory at Missouri and 
left in 19 I 6 for Cornell. Stewart departed for Amherst at the same time. 

When Hoxie died in I 9 I 6, Alvin Johnson wrote in The New Republic 
that "every man who has come under the direct influence of Veblen has 
been marked by it." Although there is doubtless an explanation for Veb­
len, he "seems to be something new in the cosmos 'to anyone' who knows 
him only through his writings." Veblen was deeply ~oved by the death 
of Hoxie, and when he was asked about his influence on Hoxie he replied 
that it was about the same as Hoxie's influence on him. 

By the end of 19I6 Veblen clearly realised that the United States, un­
der the guidance of President Wilson's policy of "Peace with Honour," 
must shortly join the Entente cause. He declared that England's tactics 
in violating American neutrality were in effect similar to those of Ger­
many, but England had shown more skill in execution. The Germans, 
he said, lacked an appreciation of the psychology of the English-speaking 
peoples, and he cited the different attitude of the Germans and the Eng­
lish in dealing with American shipping. The affronts of the English were 
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as numerous and, with the exception of the sinking of the Lusitania, as 
offensive, but the English, having stopped American shipping, were very 
profuse in their apologies, while the Germans made no effort to disguise 
their "high-handed" violation of American rights. Veblen had a furtive 
admiration for the skill of the English, and he never ceased to be curious 
as to the explanation of England's successful strategy in maintaining 
world headship. 

According to Urie, Veblen was very anxious that America should 
enter the war, and sometimes lost patience with President Wt.lson for 
his slowness in taking what he considered an inevitable step. Veblen re­
ceived newspapers from the Scandinavian countries and gleaned con­
siderable information that seeped through from Germany, and he was 
therefore in a better position than most Americans to appreciate the situa­
tion of the Germans. 

Socialists and liberals of the left had an impression that Veblen was 
strongly against the United States entering the war. Max Eastman's sister 
arranged an anti-militarist meeting at the Park Avenue home in New York 
of Amos Pinchot and Veblen was supposed to lead the discussion. He came 
to the Eastman home for dinner before the meeting. Eastman who, "had 
admired him extravagantly all his life," says that "he refused to talk at 
all about any political or intellectual question, both throughout dinner 
and at the meeting. • • • He came to life only in a frivolous, or at least 
'lowbrow' conversation with a very beautiful girl whom we had the sense 
to put beside him at the table." But she, unlike the beautiful women of 
Chicago, considered Veblen a "chimpanzee." · 

Shortly after Wilson was re-elected Veblen began writing, at the rate 
of 1000 words a day, An Inquiry into the Nature of Peace and the Terms 
of Its Perpetuation. 



CHAPTER XIX 

I
N the early part of The Nature of PetJCe the date for the current 

scene is given as December 1916; in the middle part it is January 
1917; and the preface gives February 1917. With the exception 
of The Theory of the Leisure Class none of Veblen's books con­

tains an index, but The Nature of PeacfJ contains a detailed table of con­
tents. This, however, was not prepared by Veblen but by U rie. Accord­
ing to Isador Lubin, who was Veblen's assistant at Missouri, Veblen 
paid the publishers $700 to publish the book. 

The preface contains some of Veblen's most earnest writing. "It is now 
some 122 years since Kant wrote the Essay, Zum e'Wigen Frieden ••• 
Many things have happened which the great critical philosopher, and no 
less critical spectator of human events, would have seen with interest. 
To Kant the quest of an enduring peace presented itself as an intrinsic 
human duty •••• Through all his analysis of its premises and of the 
terms on which it may be realised there runs a tenacious persuasion that, 
in the end, the regime of peace at large will be installed. • • • The title 
of the following inquiry-On the nature of peace and the terms of its 
perpetuation-is a descriptive translation of the caption under which he 
wrote •••• The aim and compass of any disinterested inquiry in these 
premises is still the same as it was in Kant's time; such, indeed, as he in 
great part made it, viz., a systematic knowledge of things as they are. Nor 
is the light of Kant's leading to be dispensed with as touches the ways 
and means of systematic knowledge, wherever the human realities are in 
question. • • • The quest of perpetual peace at large is no less a para­
mount and intrinsic human duty today than it was." 

Kant held that critical philosophy has its origin in morality, in re­
sponsibility for actions, and this belief is implied in all'of Veblen's work. 
In the middle of the book he raises the problem in his customary round­
about fashion. The question is the visiting of penalties upon the German 
people for their outrages, and Veblen attacks the problem of whether 
the dependent working classes are to be considered guilty for the trans­
gressions of the great pecuniary captains. "The chief relation of this 
common run, this underlying population of German subjects, to the in­
ception and pursuit of this Imperial warlike enterprise, is comprised in 
the fact that they are an underlying population of subjects, held in 
usufruct by the Imperial establishment and employed at will. • • • The 
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warlike enterprise of the Imperial dynasty has already brought • • • a 
good measure of punishment on this underlying population, whose chief 
fault and chief misfortune lies in an habitual servile abnegation of those 
traits of initiative and discretion in man that constitute him an agent sus­
ceptible of responsibility or retribution. • • • It would be all the more 
of a pathetic mockery"-an inversion of all the equities in the case-"to 
visit the transgressions of their masters on these victims of circumstance 
and dynastic mendacity •••• To serve as a deterrent, the penalty mus~ 
strike the point where vests the discretion; but servile use and wont is 
still too well intact in these premises to let any penalty touch the guilty 
core of a profligate dynasty." Since this ethical canon applies to the entire 
leisure class, and since in Veblen's analysis imperial Germany is merely 
a type form of the essential characteristics of ostensibly democratic na­
tions, it is not surprising that in Veblen's description captains of finance 
are shown as sinister figures, moral delinquents. 

Although warlike enterprise inculcates in the community a heightened 
warlike animus, the conduct of modern warfare, which is a technological 
affair, decreases the common man's respect for the abilities of his su­
periors, the gentleman officers, for the gentlemen of the leisure class 
are as unable to command in modern warfare as in industry. The common 
man is of the underlying population, the ninety percent which owns only 
ten percent of the wealth. The privileged class is the ten percent which 
owns ninety percent of the wealth and engrosses the community's techno­
logical efficiency. 
· The preconceptions that Veblen examines in this book are those of' 

patriotism and dynastic loyalty. The analysis is primarily of the motives 
behind the patriotic ardour for destruction, as expressed in the national 
spirit, but they are described as not far different from the motives behind 
modern capital, as expressed in the spirit of pecuniary gain. The categories 
of "dynastic ambition and business enterprise" have "the common trait 
that neither the one nor the other comprises anything that is of the 
slightest material benefit to the community at large." 

The sole function of the modern state, with its principle of sovereignty, 
or inalienable right of aggression, is warlike enterprise. It is only in spite 
of the state that an enduring peace can be achieved. Veblen disposes of 
the students of political science on substantially the same grounds as he 
disposed of the received economists. "Quite properly and profitably that 
branch of scholarship is occupied with the authentic pedigree of [govern­
ment] institutions, and with the documentary instruments in the case," 
with "a formally competent analysis of the recorded legal powers. • • • 
The de facto bearing of the institutional scheme on the material welfare 
or the cultural fortunes of the given community" is "substantially ex-
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traneous to the structure of political theory." If questions of this kind 
are to be considered, "the specialists in the field cannot fairly be expected 
to contribute anything beyond an occasional obiter dictum. There can 
be no discourteous presumption, therefore, in accepting the general 
theorems of current political theory without prejudice, and looking past 
the received theoretical formulations for a view of the substantial ground 
on which the governmental establishments have grown into shape, and 
the circumstances, material and spiritual, that surround their continued 
working and effect." 

It is an axiomatic premise of political science that modern governments 
possess the same irresponsible coercive discretionary right that belonged 
to the feudal chieftain. But, as is illustrated by the Icelandic republic, 
these powers of coercion over the individual derive from an acquired 
bias, not from an underlying trait of human nature; they are a matter of 
habit, not of heredity. The Icelandic republic of insubordinate citizens 
collapsed under the systematic abuse produced by the accumulation of 
wealth, with the aid of legal fictions and constitutional formalities. Under 
the present state of the industrial arts such a republic is impossible, if the 
sacred rights of ownership are to be maintained. The rise of ostensible 
democracies can be conceived at best "as a transient weakening of national­
ism by neglect, rather than anything like the growth of a new and more 
humane ideal of national intercourse.'' 

It is for the benefit of the controlling investment interests that the 
governmental establishments engage in their warlike policies and in the 
incredibly stupid but inevitable competitive race in armaments which 
must ·lead to warlike enterprise. Such enterprise costs the community 
more than the gains it brings the business interests, but the common man 
bears enthusiastically this burden for the benefit of his wealthier neigh­
bours, because in some occult manner he believes he profits by it. The 
"honour," or "spiritual capital," traded in by the governmental authori­
ties carries no connotation of honesty, veracity, equity, liberality, or un­
selfishness, but is entirely worthless from the point of view of the material 
interests of the community. It is of a magical character, but the com­
munity will lay down its life to defend it, given the proper stimulus 
under the guidance of the interested business classes. Veblen compares 
those spirits animated by patriotism to the enterprising spirits of the 
Spanish Main and, in the present day, to the "even greater number of no 
less single-minded spirits, bent on their own 'life, liberty, and pursuit of 
happiness,' according to their light, in the money-markets of the modern 
world." In the spirit of his definition of modem capital Veblen says that 
"patriotism may be defined as a sense of partisan solidarity in respect of 
prestige." The patriotic spirit is one of emulation and invidious com-
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parison, of sportsmanship rather than workmanship, and like these "is 
bent on invidious success," which basically and normally involves "as its 
major purpose the defeat and humiliation of some competitor," that is, 
"a differential gain as against a rival." The spirit of patriotism will not 
tolerate any public interests which traverse this all-pervasive preconception 
of waste and damage, whether the individual "be engaged on a rapacious 
quest of gain, as a businessman within the law or as a criminal without its 
benefit." The population at large-except for the "appreciable contingent 
of morally defective citizens" that are the leaders in such invidiously 
competitive enterprise-demands a conformance with the underlying 
generic human principles. But this moral sense is easily satisfied with a 
modicum of equity, and by cumulative excitation the support for the 
patriotic policy of aggrandisement can be achieved. The patriotic spirit, 
however, works at cross-purposes with modern life, with the civilised cul­
tural and technological system. "In its economic, biological, and cultural 
incidence, patriotism appears to be an untoward trait of human nature." 

Today property rights have displaced community of usufruct, and 
from the point of view of material interests the people are divided into 
two contrasted classes: those of great wealth, who own, command, have 
authority and are masters; and those of poverty, who work, are servants, 
and obey. With this development of property, and of similar prescriptive 
claims of privilege and prerogative, joint enterprise becomes beneficial 
to only one class. Under these conditions such enterprise works by meth­
ods of inhibition which lower the aggregate efficiency, in order to secure 
a differential gain. The interest of the governing classes in the common 
welfare is of the same kind as the interest of a parasite in the well-being 
of his host. The notability of the vicars of the national honour rests on 
nothing more substantial than a slightly subnormal intelligence, . and 
their claims to serviceability for the common good, which are easily con­
ceded and acted upon by the underlying population, are conceivable only 
in the "light of glory shed by the blazing torch of patriotism." In the 
aggregate the services rendered by the constituted authorities of the 
competitive governing establishments are only a remedy for evils of 
their own creation. 

The two great administrative instruments available for imperialistic 
statesmen are the protective tariff and commercial subvention, which 
Veblen handles as if they were substantially identical. These devices, like 
"commercial turnover," are a patent imbecility, but the increase they 
bring in pecuniary activities is rated by the common man as an increase of 
his "psychic income," because he has an uncritical preconception of group 
solidarity instead of any clear perception of the facts of the case. 

Veblen's description of the rise of the German dynastic state suggests 
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the muckrakers' accounts of the rise of large fortunes. "When the Father­
land first comes under [the] light [of history] it presents a dark and 
bloody ground of tumultuous contention and intrigue, where princes and 
princelings, captains of war and of rapine as well as captains of super­
stition, spend the substance of an ignominiously sordid and servile popu­
lace in an endless round of mutual raiding, treachery, assassinations, and 
supersession." The common people who supported this structure of 
sordid mastery can have survived only by oversight. The embellished 
history of the time is devoted to the life of the master class, a life which 
they, their chroniclers, and the servile population considered admirable. 
This history "doubtless plays up the notable exploits and fortunes of its 
conspicuous personages, somewhat to the neglect of the obscure vicissitudes 
of life and fortune among that human raw material by use of which the 
admirable feats of the master class were achieved, and about the use of 
which the dreary traffic of greed and crime went on among the masters." 
Later this turmoil fell into lines of settled and conventionalised ex­
ploitation. Throughout his discussion it is clear that Veblen considers im­
perial Germany and imperial Japan merely type forms, the consummate 
development of patriotic enterprise, and that he considers it to be highly 
questionable whether the so-called democratic nations, with their mature 
property rights, have lost much of their barbarian heritage. 

In Veblen's description even the "German Intellectuals" appear in the 
same class as the received economists and seem to embody the highest 
ideals of modern business. These intellectuals have borrowed the abstract 
theorems on cultural aims and national preconceptions, since "they are, in 
the spirit, citizens of the cosmopolitan republic of know ledge and intelli­
gence," but these theorems of civic life of maturer nations have been 
apprehended and developed "in terms and by the logic of the dynastic 
system of control known to them by workaday experience-the only 
empirical terms at hand." Thus in the hands of the "German Intellec­
tuals" the formidable development and elaboration of the modern civi­
lised principles of liberty and freedom have "uniformly run out into 
Pickwickian convolutions, greatly suggestive of a lost soul seeking a place 
to rest." 

In the achievement of peace the fundamental alternatives are either 
a submission to the imperial state or an elimination of these dynastic 
regimes. The first might be compared with submission to an all-powerful 
trust. It would mean non-resistance and submission to an omnipotent 
combination, and its outstanding feature would be the devastation 
wrought by the masters. The situation of the Chinese may be taken as a 
type form. Gains in civilisation, industry, and arts have always been 
made by the subject Chinese, with their alien masters contributing noth-
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ing but imbecility and corruption. But_the Chinese, in spite of this handi­
cap of misrule, waste, and decay "have held their place and made head­
way in those things to which men look with affection and esteem when 
they come to take stock of what things are worth while."" 'This fable 
teaches' that a diligent attention to the growing of crops and children is 
the sure and appointed way to the maintenance of a people and its culture 
even under the most adverse conditionS, and that eventual death and 
shameful destruction inexorably wait on any 'ruling race.' Hitherto the 
rule has not failed" because it ''"IS grounded in the heritable traits of hu­
man nature, from which there is no escape., 

It might be contended that the rule of one great dynastic regime would 
result in such savings as the elimination of competitive armaments, and 
that the centralisation of authority might reduce "overhead" charges to 
a minimum. But the comprehensive principle of "Conspicuous Waste," 
the cost of which is borne by the subject people, would become more 
pervasive, and the provocation to the creation of this "good will" would 
not be diminished, for such a want is always indefinitely expansible. 

The nature of this principle of monopolistic management becomes 
clearer as Veblen discusses more directly the pecuniary nature of the 
modern ostensible democracies. The citizens of these advanced nations 
are not master less, for under the impersonal rule of pecuniary magnitudes 
a greater pecuniary force will always stand in a relation of mastery towards 
a lesser one. Under the "current regime of law and order, 'aa:ording to 
the equitable principles of Natural Rights, the man without means has 
no pecuniary rights which his. well-to-do pecuniary master is bound to 
respect., It is felt to be right and good that the pecuniary majority, the 
ten percent composed of the pecuniary masters, should hold unabated 
rule over the material means of life in all matters of public policy con­
cerning the general material welfare. This is evidenced in the scrupulous 
regard with which such a body of public servants as the Interstate Com­
merce Commission will safeguard the claims of the railroad companies 
to a "reasonable rate of earnings on the capitalised value of the presumed 
earning-capacity of their property." Under the surveillance of "big 
business" the community at large or the common man who makes up such 
a community "comes into the case only as raw material of business 
traffic-as consumer or as labourer •••• He is, of course, free, under 
modern principles of the democratic order, to deal or not to deal with this 
business community, whether as labourer or as consumer, or as small­
scale producer engaged in purveying materials or services on terms 
defined by the community of business interests engaged on so large a 
scale as to count in their determination. ••• De facto he is only free to 
take [the terms offered]-with inconsequential exceptions-the alter-
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native being obsolescence by disuse, not to choose a harsher name for a 
distasteful eventuality." 

Only a concern which has sufficient resources to make it a formidable 
member of the system is endowed with discretion. It makes very little 
difference for the common man whether the concerns act in collusion or 
severally. There would have been before now an adjustment to the 
principle of all the traffic can bear, exerting the utmost pressure on the 
common man, were it not for the insignificant backward trades and the 
lack of perfect mutual understanding and confidence among the dis­
cretionary businessmen. "The system is after all a competitive one, in 
the sense that each of the discretionary directors. of business is working for 
his own pecuniary gain, whether in co-operation with his fellows or not." 

Responsibility of ownership is inoperative in the characteristically 
modern industries. A concern will consume its manpower not at the rate 
that would be most economical to the community at large, because of the 
high cost of the replacement of workers, but at the rate which will yield 
the largest net pecuniary gain to the employer, because the cost of pro­
duction of the worker is borne by the community. Thus under so-called 
scientific management the working community is pushed at high pressure 
and its members ruthlessly discarded, just as corporations are exploited 
by the captains of finance. Under control by discretionary business of 
large-scale industry, business strategy, discretion, and sagacity are reduced 
in effect. to ·a judicious use of sabotage. Idle plant, duplication, waste, 
retardation, incompetence are the consequences of the free competitive 
enterprise of captains of finance. The businessman's remedy is the con­
solidation of competing concerns, and monopoly control. But to the 
common man the proposed remedy is even more vicious than the malady, 
for such a monopoly may fairly be depended upon to use its advantage 
unsparingly under the business principle of charging what the traffic 
will bear. 

As a result of capitalistic sabotage production is less than fifty percent 
of capacity and hard times are normal. But the highly productive state of 
the industrial arts, although systematically and advisedly retarded or 
arrested by the thorough control of the instruments of production by in­
vestment considerations, "is at the same time the particular pride of 
civilised men and the most tangible achievement of the civilised world." 
The war is making it clear that business control is intolerably incompetent 
in a season of desperate need, when the nation requires the full use of its 
productive forces, equipment, and manpower, regardless of the pecuniary 
claims of individuals. 

It is not the material means of life, nor the life conditioned on these 
means, that is conceived to be the ultimate ideal, but some higher in-
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tangible reality, such as £ghting for the sake of the sovereign's renown. 
"E,·en the slightest and most nebulous reflection would make it manifest 
that in point of net material utility the sovereign's decease is an idle 
matter as compared with the loss of an able-bodied workman." A sover­
eign, like a businessman, "may always be replaced with some prospect of 
public advantage." The national integrity, however, is too strong a pre­
conception to be seen in the dry light of the materi::.l interests of the 
community. It is not yet clear among the English-speaking peoples 
whether the industrial classes or the commercial classes will secure the 
hegemony. The dynastic state and modem mechanistic industrial life 
characterise two contrasting cultural eras, habits of mind, schemes of 
knowledge, with incommensurable systems of logic and appreciation. 

The basis of enduring peace is the neutralisation of the rights of 
citizenship, including the preferential claims of investment and trade. 
"A neutralisation of citizenship has of course been afloat in a somewhat 
loose way, in the projects of socialistic and other 'undesirable' agitators," 
but nothing much has been achieved. Privilege and royalty would be 
eliminated, and a paci£c league of neutral peoples established. T~e Ger­
man aristocrat, the British gentleman, and the ideal American business­
man are much alike in effect, "under the skin." They are "kept classes." 
For the British and American gentlemanly investors the usufruct of the 
community's productive efforts rests on a vested interest of a pecuniary 
sort, sanctioned by the sacred rights of property, with a routine of 
"subreption, trover, and conversion" as a result, "very much as the 
analogous German dynastic and aristocratic usufruct rests on personal 
prerogative, sanctioned by the sacred rights of authentic prescription, 
without afterthought., 

But the war is teaching the underbred common man the futility of 
gentlemen and investment, and of ''business enterprise designed to even­
tuate in investment." The superstition that industry is limited by lack 
of funds is being dissolved. When the national establishments become 
insolvent, they seem to get along much better without the accustomed 
roundabout method of accountancy and allowance of pro£ts. Under these 
urgent material exigencies, investment, euphemistically called savings, 
has ''the appearance of a gratuitous drag and drain on the process of in­
dustry." On the return to "normal" conditions the common man, who 
gathers nothing but privation and anxiety from the owners diScretionary 
sabotage, "may conceivably stand to lose his preconception that the 
vested rights of ownership are the cornerstone of his life, liberty, and 
pursuit of happiness., In America, land of "abounding faith • • • in 
business enterprise as a universal solvent," ''the unreserved venality and 
greed" of businessmen has resulted "in furtherance of pro£table abuses, 
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of such a crass and flagrant character that if once the popular apprehension 
is touched by matter-of-fact reflection on the actualities of this businesslike 
policy the whole structure should reasonably be expected to crumble." 

Under the neutral league, colonies, as conventionally understood, 
would have no place. "In the imperial colonial policy colonies arc con­
ceived to stand to their Imperial guardian or master in a relation between 
that of a stepchild and that of an indentured servant; to be dealt with 
summarily and at discretion and to be made use of without scruple." The 
people of the dynastic states might have to be put in tutelage, because 
of their ingrained habits of servility. Their masters, who are the respon­
sible discretionary agents and therefore the guilty factors, are to be put 
away not as defeated antagonists but as publi~ nuisances. 

The bill of particulars for Germany is typical of the desirable pro­
cedure for all dynastic states: ( 1) Definitive elimination of the Imperial 
establishment and of the subsidiary order of privileged classes; ( 2) Re­
moval or destruction of all warlike equipment; (3) Cancellation of the 
public debt of the Empire and its members; ( 4) Confiscation of such 
industrial equipment and resources as have contributed to the carrying 
on of the war; (S) Assu.mption by the neutral league-which would in­
clude America and the people of the defeated nations-of all debts in­
curred by the Entente belligerents or by neutrals for the prosecution of 
or by reason of the war, and the distribution of this obligation impartially 
among the members of the league. Civilians in invaded territories would 
be indemnified for in juries by the confiscation of "all estates in the 
defeated countries exceeding a certain very modest maximum, calculated 
on the average of property owned, say, by the poorer three-fourths of 
the population-the kept classes being properly accounted accessory to 
the Empire's culpable enterprise." Veblen's disposition of this typical 
case goes even further, for "the neutrals of the league must all be shorn 
over the same comb," and undemocratic institutional survivals must be 
eliminated. There is a suggestion that even the differentials and privileges 
of labour unions are to be eliminated. 

Should gentlemanly government still be maintained after the close of 
hostilities, the pecuniary burdens placed on the defeated peoples will.be 
shifted to the underlying population, without seriously touching there­
sponsible parties. This will only feed the patriotic animosity, as in the 
case of contests between corporate financiers, "and offer a new incentive 
to a policy of watchful waiting for a chance of retaliation." 

In the last analysis "the theory, i.e., the logical necessities of • • • a 
pacific league of neutral nations is simple enough, in its elements." War 
is to be avoided by putting away the means and motives of warlike enter­
prise and warlike provocation. This means the elimination of the price 
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system, so that industry and livelihood are no longer managed by the 
rule of investment for the private gain of the captains of finance. The 
price system, the managing of industry or investment for a profit, permits 
no violation of the principle that all transactions must show a profit in 
terms of price, in terms of capital values. The only purpose of national 
interests is to keep the people in a state of mutual envy and distrust. 

The preconceptions of "national solidarity and international enmity" 
are of a feudal character, but they are an integral part of the unwritten 
constitution underlying modem nations, even those that have departed 
most widely from the manner of life to which their peoples owe these 
ancient preconceptions. Hitherto thf? discrepancy between workaday ex­
perience and the received institutional preconceptions has been overborne 
by the unremitting inculcation of the patriotic virtues by those interested 
classes who speak habitually for the received order of things-"the 
beneficiary or kept classes," "nobles, gentlemen, \Or businessmen." The 
business interests, particularly the American business interests, look to 
short-term gains to be derived from the country's necessities. "The order 
of things which is known on its political and civil side as the feudal system, 
together with that era of the dynastic States which succeeds the feudal 
age technically so called, was, on its industrial or technological side, a 
system of trained manpower organised on a plan of subordination of 
man to man. On the whole, the scheme and logic of that life, whether in 
its political (warlike) or its industrial doings, whether in war or peace, 
runs on terms of personal • • • relations. Politics and war were a field for 
personal valour, force, and cunning, in practical effect a field for personal 
force and fraud. Industry was a field in which the routine of life and 
its outcome turned on 'the skill, dexterity, and judgment of the indi­
vidual workman,' in the words of Adam Smith." 

'\Varlike enterprise is still a matter of skill, cunning, dexterity, per­
sonal force, and fraud, even though the logic of war has come to be 
of the same mechanistic nature as modem technology. And the standard 
economic theories form a defensive hedge about the competitive system, 
seeing it as a necessary condition of their own validity; they assume the 
rights of property and contract as axiomatic premises and ultimate terms 
of analysis, the beneficence of which is unquestioned. These theories may 
have fitted the handicraft situation, but when applied to the later situa­
tion, which has outgrown the conditions of handicraft, they are nugatory 
or meretricious. Under corporation finance and modem industry the good 
old plan is archaic, and the common man is feeling the pinch of it. 

The large owners of invested wealth have ordinarily contributed noth­
ing to the technological knowledge which enables them, through their 
control of the material equipment, to draw their gains. This technological 
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knowledge is a free and exclusive gift by the community at large to the 
owners of industrial plant. The large owners as a class are characterised by 
the successful businessman-"astute, prehensile, unscrupulous." They 
have a well-advised interest in retarding or defeating improvements, and 
in bringing about privation and starvation, for thereby they maintain or 
increase capital values. But the common man is beginning to doubt the 
expediency of the management of industry on the basis of private prop­
erty and "by persons who can show no equitable personal claim even to 
the most modest livelihood, and whose habitual method of control is 
sabotage-refusing to let production go on except it affords them an 
unearned income." The modern captains of industry are in effect "cap­
tains of sabotage/' and modern capital is little else than a "capitalisation of 
chartered sabotage," although for them such sabotage is legitimate and 
the term is "morally colourless." "It is only when measures of this nature 
are resorted to by employees, to gain some end of their own, that such 
conduct becomes (technically) reprehensible." "The large gains of the 
large corporate coalitions are commonly ascribed by their promoters and 
by sympathetic theoreticians of the ancient line, to economies of produc­
tion made practicable by a larger scale of production •••• What is ••• 
visibly true on looking into the workings of these coalitions in detail is 
that they are enabled to maintain prices at a profitable, indeed at a strik­
ingly profitable, level by such a control of the output as would be called 
sabotage. if it were put in practice by interested workmen with a view 
to maintain wages. The effects of this sagacious sabotage become visible 
in the large earnings of these investments and the large gains which, now 
and again, accrue to their managers. Large fortunes commonly are of 
this derivation." 

In a peace that would abolish formal international dissension the 
division of classes would take the form of a division between "those who 
stand on their ancient rights of exploitation and mastery, and those who 
are unwilling longer to submit," "between those who live by investment 
and those who live by work." Those substantial citizens who speak for 
peace imagine a return to the old scheme managed by pecuniary equilibra­
tion with peace and security merely added on the surface. Under such a 
peace "the hold which business enterprise of the large scale now has on 
the affairs and fortunes of the community at large is bound to grow 
firmer and to be used more unreservedly for private advantage. The 
increased technological efficiency will necessarily be neutralised to a 
greater extent than heretofore through the freer scope of the large coali­
tion of invested wealth." Under the greater security, with the main­
tenance of the existing system of property rights, "larger coalitions than 
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before are due to come into bearing with more facile recourse to the rule 
of all the traffic can bear." · 

\Vhen widely separate passages in the book are brought together, it 
becomes clearer how Veblen's conception of the imperial state and a 
negotiated peace is influenced by his philosophy of the modem industrial 
mechanism, modern competitive business, and trade union practice. Ger­
many, he declared, is still a dynastic state, for its national establishmen~ 
is in effect a self-appointed and irresponsible autocracy which holds the 
nation in usufruct. Because of its very nature such an establishment, bent 
on dominion for its own sake, cannot keep the peace. A peace which allows 
imperial states to remain intact is merely an armistice, a temporary truce 
for warlike enterprise. To the discretionary authorities of these warlike 
combinations force is the only arbiter, and solemn engagements are to be 
broken at any opportune moment. ( 

"The old-fashioned-that is to say nineteenth-century-plan of com­
petitive defensive armament and a balance of pow~rs has been tried and 
found wanting. ~ • . The era of defensive armaments and diplomatic 
equilibration, as a substitute for peace, has been definitively cloSed by the 
modern state of the industrial arts." In another passage Veblen presents 
much the same argument: "The ideal of the nineteenth-century states­
men was to keep the peace by the balance of power; an unstable 
equilibrium of rivalries, in which it was recognised that eternal vigilance 
was the price of peace by equilibration. Since then, by force of the object 
lessons of twentieth-century wars, it has become evident that eternal 
vigilance will no longer keep the peace by equilibration, and the balance 
of power has become obsolete" in the face of the new and inevitable 
policy of the defensive offensive. The logic of dynastic control has only one 
end, undisputed dominion for its own sake; a negotiated peace puts · 
events into shape for submission of the peoples to the imperial powers. 

Under the negotiated peace, which would be like the Roman peace 
or the peace during the Victorian era, the logical result would be an 
accelerated rate of accumulation of the country's wealth "in the hands of 
a relatively very small class of wealthy owners"-the "class of gentlefolk 
or legally constituted wasters." Under them would come the class of 
menial servants, the bailiffs or stewards of vested wealth for the leisure 
class in the proper sense. There would be a relatively inconsiderable semi- · 
dependent middle class of well-to-do, "with the mass of the population 
even more nearly destitute than they are today." The resulting regime 
of feudal status seems not unlike the mature regime of the pecuniary 
magnate and modern capital. The middle class or dependent businessmen 
have illusions of independence, and throw their voice and interests on 



THORSTEIN VEBLEN 

the side of their pecuniary magnates, safeguarding private property and 
the fabric of prices and credit through which the income stream flows 
to the pecuniary magnate. The logical result, under the heightened 
efficiency of large-scale investment, is that the middle class with inde­
pendent means obtains a more meagre livelihood, particularly since its 
livelihood includes a considerable amount of conspicuous waste, the 
fundamental element of pecuniary traffic. 

The situation of the farmer is typical of the middle class. It may be 
possible for him to earn a living wage if he has independent means 
enough. He calls himself an "independent farmer," and believes that 
in some occult way he is independent of the market, which is controlled 
by the paramount investment interests in the background. Recently farm­
ers have attempted to influence the market, but they have not reckoned 
with the great investment interests. The farmer's interests are those of a 
working class, but "he dings to a belated stand on the side of those who 
draw a profit from his work." 

Pedigree is a pecuniary attribute, "a product of funded wealth, more 
or less ancient." "The canons of taste and the standards of valuation 
worked out and inculcated by leisure-class life have • • • run, with un­
broken consistency, to pecuniary waste and personal futility. In its eco­
nomic bearing, and particularly in its immediate bearing on the material , 
well-being of the community at large, the leadership of the leisure class 
can scarc~ly be called by a less derogatory epithet than 'untoward.' " 

A mature system of investment for profit results in the suppression of 
cultural talent among the industrious classes. "The working of that free 
initiative that makes the advance of civilisation, and also the greater part 
of its conservation," is allowed only in the erratic member of the kept 
classes, and there it must work against the side draught of the conven~ 
tional pecuniary usage, which discountenances any useful activity. The 
entire leisure class makes up at but only ten percent of the population and 
in actual effect the retardation or repression of civilisation by this means 
should reasonably be expected to count up to something appreciably more 
than nine-tenths of the gains that might presumably· be achieved. All 
useful activity is teamwork, and where only a dwindling demerit has this 
cultural interest, its best endeavours will be nugatory. Thus the domina~ 
tion of the impersonal price system has in many American towns over~ 
ruled all inclination to "cultural sanity" and put it definitely in abeyance. 
The barrenness of the American university is also evidence of the 

· dominion of investment for profit. 
But circumstances are enforcing a change. Technological improve­

ments take place and new processes and equipment are now and then 
introduced in the process of seeking differential gain. Besides, the 
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mechanistic technology requires intelligent workmen. Under the un­
remitting discipline of the machine process such a supernatural phe­
nomenon as the basic institution of property must necessarily be divested 
of the superstitions that surround it. There is a strong and stubborn 
material interest bound up with this fundamental article of the pecuniary · 
faith, and the class in whom this material interest rests is, in effect, ip.­
vested with the coercive powers of the law. If any move be made to dis­
allow the obsolescent rights of ownership and investment, all the 
coercive apparatus of law and order will be brought into action .. But as 
soon as the workman realises that these prerogatives which do not run 
in the mechanistic logic work to his material detriment, as soon as he has 
lost the will to believe in these supernatural realities, it is to be expected 
that he will take a stand as uncompromising as that of the Englishmen 
against the irresponsible rule of the Stuarts. These kings were also 
within their prescriptive rights, but the outcome was not thereby affected. 
When each of two antagonists is convinced of th(! justice of his cause, 
the logical recourse, in the absence of an umpire, is the wager of battle. 
In such a conjunction history teaches that "the outworn institution ••• 
faces disestablishment." 

In the present situation, therefore, the alternatives are that either the 
price system with modern business enterprise will disappear, or the 
pacific nations will conserve their pecuniary scheme of law and order, at 
the cost of returning to a war footing and of preserving the rights of 
ownership by force of arms. An enduring, unwarlike state of peace can 
be achieved only by an attempt to abate and eventually abrogate "the 
rights of ownership, and of the price system in which these rights take 
effect." If the modern pecuniary scheme of "competitive gain and competi­
tive spending" is to be maintained, promoters of peace should make only 
such "a peaceable settlement as would result in a sufficiently unstable 
equilibrium of mutual jealousies; such as might expeditiously be upset 
when ever discontent with pecuniary affairs should come to threaten this 
established scheme of pecuniary prerogatives." 

Shortly after completing the book Veblen, in a review in The Dial 
of England; Its Political Organisation and Development and the War 
Against Germany by the German historian Eduard Meyer, wrote: "In 
the apprehension of any outsider, of course, there is not much to choose, as 
touches the common good, between the warlike aggrandisement of an 
imperial dynasty, and the unearned increase of pecuniary benefit that 
accrues ~o a ruling class of gentlemen-investors. The nearest approach to 
serving the common good that is made by either of these contrasted 
national establishments and national policies is a make-believe backed 
with just so much of concession to the public needs as will serve to keep 
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popular discontent from rising to the point of revolt; the material differ­
ence being that the committee of gentlemen-investors who rule the 
commonwealth under parliamentary auspices are habitually constrained 
to concede something more, being more readily accountable to their 
underlying community." 

• Reviewers of liberal tendencies interpreted The Nature of Peace as a 
warning that the German and Japanese militaristic regimes must be 
eliminated, and that government aid and protection should not be ex­
tended to foreign investments and trade in order that enduring peace be 
achieved. Some of them were impressed with Veblen's peace terms, and re­
printed them in full. The more conservative organs were a little disturbed 
by the last chapter, with the relatively unguarded title "Peace and the 
Price System." The North American Rmew said that "it is only when 
one reaches the final phase of Mr. Veblen's argument that one clearly 
perceives that the whole work is, in effect, a bitter criticism of the existing 
social order. Yet at lowest, Mr. Veblen's analysis is clarifying and his 
warnings are well aimed." The Springfield Republican declared that "it 
may be urged against his latest book, that it is little more than an elaborate 
statement of orthodox socialism, and so perhaps it is." Some of the so­
cialists were more confident. According to The Call: "The reasoning is 
the dialectic method applied by Marx and other great socialist writers, 
and in this method Veblen is a past master." 

George Mead, Veblen's former colleague in the philosophy depart­
ment at Chicago, said in The Journal of Political Economy that Veblen 
uses rigid categories and that "his formulas are too simple and abstract 
to do justice either to social movements or to the psychology of the in­
dividual." He lays too much stress on the gravitation of wealth in the 
hands of a small class, to be spent in "pecuniary waste and personal futil­
ity." The content of the British Labour Party programme, which is not 
a movement to abolish private property, gets no recognition from Veblen. 

Floyd Dell, in The Masses, after describing Veblen as "the most bril­
liant and ••• profound thinker" on modem society, "the author of that 
masterpiece of analytical satire, The Theory of the Leisure Class," said 
that the book "should result in his being either appointed to the Presi­
dent's War Council, or put in jail for treason." Reading it is a "perilous 
adventure." "Professor Veblen may be compared to that mildest­
mannered pirate that ever made a lady walk the plank. In this book he 
bears, indeed, a certain ironic resemblance to that eminent Russian trouble­
maker who was intimate to the councils of both the secret police and the 
revolutionaries; and who cheerfully assisted his friends on each side in 
sending his friends on the other side to hell or Siberia as the case might 
be. In the realm of the intellect these duplicitous operations, resulting in 
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a dreadful slaughter of familiar beliefs on both sides of the fence, are 
not ethically reprehensible. They are merely inconvenient to the reader, 
who is accustomed to be told at the outset whether he ought to believe it 
as he goes along. The peril of reading Veblen is that, whether your be­
liefs are pacifist or militarist, they will have been damaged severely at his 
hands before you realise your danger." 

A fortunate occurrence for Veblen was "Hackett's review in The N :W 
Republic. "So little is he known," wrote Hackett, "that a pretentious man 
the other day met my mention of The Nature of Peace by saying: 'Ah, 
of course, a new translation.' •.• Mr. Veblen is an American writer but 
the kind of American writer whose merit is rather more clearly recog­
nised abroad than at home, an American who ought to have been a for­
eigner to be appreciated in America. . • . He is a mountain-stubborn, 
forbidding, purgatorial"-and "the area he unrolls is strategically chosen 
and significantly inclusive." His work is tortuous reading and one cannot 
skim through it. The greatest justification of the pain he exacts "is the 
final sense conveyed by him that he has had a singular contribution to 
make, and has made it with complete regard to the formidable require­
ments of responsible unconventional utterance." The Nature of Peace is 
the "most momentous work in English on the encompassment of lasting 
peace." In The Theory of Business Enterprise Veblen showed that the 
war and America's participation in it were inevitable. "The same rigour 
of intellectual standard that gave him a command of the situation at that 
time is discernible in this present volume, and gives him doJ!linance now. 
Such severity of mind as Mr. Veblen exhibits is not likely to win him 
many readers, despite its Brahms-like quality, but the recommendation 
of Mr. Veblen is not merely the recommendation of a great philosopher 
of industrialism. It is not his relentless logic alone that elevates him. It 
is the democratic bias which The Nature of Peace indicates." 

Hackett's review came at a psychological moment and played a role 
similar to that of Howell's review of The Theory of the Leisure Cla~s. 
Instead of remaining a satirist Veblen became now an international figure, 
an authority on the problem of enduring peace. Letters began coming to 
him from all parts of the world. "Now," he said, "they are beginning to 
pay some attention to me." The Carnegie Endowment for International 
Peace purchased five hundred copies of the book, for distribution mainly 
to international relations clubs in colleges, universities, and normal 
schools. But Robert La Monte, who had officially left the socialist party, 
now with citations from Imperial Germany, urged socialists to purchase 
Liberty Bonds, join the troops, and suppress the activities of pacifists.1 

On the basis of his books alone, Veblen's position regarding the war 
might seem rather difficult to determine, but the entrance of the United 
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States on the Entente side seems to have pleased him. \Vhen Japan also 
joined the Allies, Veblen wrote The New Republic that the Japanese 
statesmen, "these shrewdest, most callous, and most watchful of all adepts 
in unashamed statecraft," had given up all hope that their natural preda­
tory ally, imperial Germany, would remain substantially intact after the 
~,and they therefore joined the victorious side. Veblen drew a dis­
tinction between winning the war and supporting what he had called in 
Th11 Theory of the Leirur11 Class organisations devoted to devout observ­
ances. 

Shepard has said: "I shall never forget the conversation I had with 
him soon after the United States entered the Great War. The entire 
country was, of course, wrought up to a high emotional pitch and the 
feeling against slackers was intense. A campaign was organised in Colum­
bia to raise a certain quota of money for the Y .M.C.A., and I was dele­
gated to solicit contributions from my neighbours. It was the intense feel­
ing of the community that everyone should contribute at least something. 
I called on Veblen and presented the case and his response was an im­
mediate and positive refusal. I was naturally somewhat angered and un­
dertook to argue the matter and to bring the usual type of pressure that 
was used in coercing compliance with the general social demand. But I 
got nowhere. Veblen was quite impervious to any sort of social pressure. 
His answer was simple and direct. He had no use for the Y .M.C.A. He 
considered it a bourgeois and capitalist agency to defend the existing or­
der. This conversation ••• revealed to me more of a socialistic attitude 
on Veblen's p'art than is to be found in any of his books. I do not mean 
to suggest that Veblen was a socialist. He was one of those people who 
are incapable of being pigeonholed or classified or placed in any category, 
but on this occasion he did talk the language of Karl Marx." 

Veblen welcomed the Russian Revolution, which he had predicted not 
only before the war but again in The Nature of Peace. But when the 
Kerensky regime was overthrown by the Bolshevists, he was disheartened, 
particularly after the signing of the treaty of Brest-Litovsk, for he feared 
that as a consequence Germany might win the war. · 

Veblen's course in "Economic Factors" after the American entrance 
reflected his animosity against the Germans and their allies. In speaking 
of the fact that domestic animals did not originate in Europe he said: 
"The only animal domesticated in Europe is the cockroach. It was 'made 
in Germany.' " In a discussion of the barbarian raids he referred to the 
German pretension to a pure culture going back thousands of years. "l 
hate to disturb the boundaries of the Fatherland, but 3000 years ago 
it was not German at all. They came as invaders, taking the loose articles 
they found. As others came along, some settled down. So the whole traffic 
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goes on. The history, the prehistory and early history of the Fatherland 
is of that sort." The Turks, he said, have always been in the minority. 
All ruling classes must be in a minority, for they produce nothing, and 
if they are in a majority, there will be nothing for them to consume. In 
Turkey the producing majority has not been allowed to have enough to 
live, and as a result they will soon be ~hie to produce enough for the 
leading class which rules. This has happened many times in southeast 
Europe, with the consequence of innumerable successions of ruling classeS 
which have sooner or later died out. When the drain on the producing 
majority is more than the traffic will bear, the result is that both producers 
and consumers perish. 

At the 1917 meeting of the American Economic Association, Carleton 
Parker delivered a paper on "Motives in Economic Life," in which he 
showed a literal acceptance of Veblen's instinct of workmanship and of 
the instinct of display, vanity, ostentation. He even included an "instinct" 
of acquisition, collecting, ownership, which was distinct &om the instinct 
of vanity and, like other instincts, had to be satisfied and not thwarted. 
Mitchell objected that Parker made no allowance for the fundamentally 
important institutional factor. 

There seemed to be a possibility that Veblen might go to Clark Uni­
versity, which he felt was closest to his conception of a true university. 
Veblen thought that a group in economics might be gathered together, 
composed of such men as Stewart, Mitchell, and Walton Hamilton, to 
make researches into current economic activity. An exchange of letters 
took place between President G. Stanley Hall and Veblen, but the mat­
ter fell through, ostensibly because of the limited financial resources of 
the university. President Hill and Davenport began negotiations with 
the Cornell authorities for dividing Veblen's services so that he could 
teach graduate students at Missouri one semester and at Cornell the 
other. In October .1917, while these negotiations were pending, Veblen 
took a trip to Washington, D.C. He wanted to be at the centre of things, 
and he hoped that he could be made use of on the paramount question 
of the plans for peace. He saw the Secretary of War, Newton D. Baker, 
and Supreme Court Justice Louis D. Brandeis, but no one in high position 
was deeply interested in the author of The Nature of Peace. He was dis­
couraged and ready to return to Missouri, but friends sent a telegram to 
11itchell in New York to come to Washington and see what could be 
done. Mitchell was busy at the time and telegraphed Veblen to come to 
New York. For a while it looked as if Veblen might be given an oppor­
tunity to develop his proposals. 

In the fall of 1917 President Wilson requested Colonel Edward M. 
House to collect a group of men who could bring together all the avail-
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able definite material in the form of facts and opinions, concerning the 
terms of a possible peace settlement. On the basis of these data House was 
to prepare a memorandum to guide the president in his peace manreuvres. 
House instituted the Inquiry which bears his name. President Sidney E. 
Mez.es of the College of the City of New York was named director, and 

.Walter Lippmann, then of The New Republic, was made secretary. 
Headquarters were established in New York and "specialists with practi­
cal experience were invited to join the staff." 2 Veblen prepared some 
memoranda for the Inquiry. One, "Suggestions Touching the \Vorking 
Program of an Inquiry into the Prospective Terms of Peace," was a 
brief paper in the form of an outline, and discussed the use of the inquiry 
in establishing a pacific league of nations in th<: interest of enduring peace. 

First Veblen raised the question as to whether peace was to take the 
form of the customary "diplomatic compromise," which would only 
eventuate.in another war, or of a "neutral league of Peoples," which 
would take notice of such things as "trade discriminations, and the com­
mercial engrossing of natural resources," only "to disallow them." Sec-

. ond1y, he discussed the need of "open diplomacy" in the matter of pub­
licity in conducting the inquiry, so that public sentiment could be 
thoroughly canvassed and guided. Thirdly, the inquiry must eventually 
take sides between "favouring the vested interests at some risk to the 
maintenance of peace at home and abroad, o\ favouring a workable re­
alignment of the country's available resources designed to keep the peace 
even at the cpst of some appreciable derangements to these vested inter­
ests." Fourtnly, if it be assumed that the settlement will result in a_ 

"League of the· pacific Peoples," then the United States should 'Show its 
idealism by taking the lead in establishing a league of neutral peoples, to 
be built at present around the chief Entente belligerents, and to serve as 
a "core of the eventual Pacific League." Veblen suggested that the inquiry, 
as an "organ of the administration," should turn its c:fforts to determin­
ing the "lowest terms and the most neutral claims on which such a work­
ing coalition can be made sufficiently compact for this purpose and ~an 
be held together as a going concern." · 

A notation on a copy states that it was submitted in December through 
Walter Lippmann, and "its date indicates," says Mr. Lippmann, "that 
we received it at about the time when we were preparing the memoranda 
for the fourteen points" speech on January 8, 1918. 

In Veblen's second memorandum, "An Outline of a Policy for the 
Control of the 'Economic Penetration' of Backward Countries and of 
Foreign Investments," his discussion was primarily of the "Pacific 
League," although he admitted incidentally that this discussion did not 
directly concern the point at issue. It is assumed as a major premise, 
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he said, that keeping the peace is the paramount consideration, and that 
the keeping of the peace would be the abiding purpose of the projected 
league of pacific peoples. It is thus implied that the people would divest 
themselves of all commercial discrimination and national ambition. The 
League would prove nugatory unless a large and consequential propor­
tion of civilised mankind can be brought into it. The world, according 
to President Wilson, is to be made safe for democracy, and "Democracy 
may be described as that frame of mind by virtue of which a people 
chooses to be collectively fortunate rather than nationally formidable." 
The ancient principle of a balance of power to keep the peace must be 
given up, and one of the duties of the league is to eliminate formidable 
nations. It is being appreciated by the chief belligerents of the Entente 
that no profits of commercial enterprise or national aggrandisement are 
worth the hazard of a return to the status quo ante. 

The core of the league and its prime movers would be the English­
and French-speaking nations, and also the Chinese. Other nations who 
could answer to democratic specifications would also be included on equal 
standing. The organisation would be something like the American struc­
ture, with these peoples corresponding to the "states," in which the over­
ruling sovereignty rests; the nationalities under German, Austrian, Bul­
garian, or Turkish rule would correspond to the "territories"; and the 
pronouncedly backward peoples, now under the nations which will pre­
sumably exercise the discretion in laying down the policy. of the pacific 
league, would correspond to the "outlying possessions." 1; · 

Although cultural integrity or solidarity would be unimpaired, all na­
tionallmes and national establishments would be obliterated, with a con­
sequent disallowance of national discretion in commercial matters. There 
would be instead a neutral scheme of administrative divisions. All extra­
territorial jurisdiction. and enforcement of pecuniary claims, both be­
tween the several peoples of the league and between them and the peo­
ples not in the league would be disallowed; that is, all pecuniary claims 
and obligations would be neutralised. The league would conserve the 
natural resources of the "backward" countries ''with a view to the least 
practicable infraction or exhaustion of the resources that so are taken over 
in trust," and this supe~ision applies "to 'economic penetration' of un­
developed countries more at large, apart from the special case of those 
outlying virgin resources of the savage world." It has been uncritically 
assumed that the fastest and most comprehensive development of all 
hitherto idle resources is best for the inhabitants of the countries possess­
ing those resources and for the citizens of the enterprising nation. But 
it can be seen from the past history of colonisation that such penetration 
and conversion to use may be too swift for the continued well-being of 
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the native population. The pacific league, in order to hold fast to what 
is good in democracy, the policy of peace and good will, must not allow 
an exploitation of helpless wards and dependent neighbours. "Considered 
simply as a matter of moral profit and loss, dishonesty is not the best 
policy." 

Industrial penetration is to be retarded on the grounds of "equity and 
of self-preservation from moral dry rot." Contrary to prevalent concep­
tions, most of these outlying resources are not needed. The available 
natural resources are sufficient for the calculable future,. but the strategy 
of competitive investment prevents the use of resources otherwise avail­
able. The clamour for "development" comes from promoters and finan­
ciers, who are the only beneficiaries. Their objective is commonly a com­
petitive advantage as against rival concerns, a monopolisation of materials 
with a view to the control of the market. "In those countries where 
this pursuit of private gain at the cost of the country's resources has 
been allowed freely to run its enthusiastic career, as, e.g., in America 
• • • the gravest mischief has been a pervasive deterioration of industrial 
enterprise into a collusive chicanery and a speculative traffic in unearned 
gains." Thus natural resources are not to be alienated to private enter­
prise; the furthest concession should be granting them on lease, for short 
terms and under such provisions as would reduce to the lowest terms 
the inducements offered to private enterprise. The permanent improve­
ments and plant necessary to the working of these resources would be 
held in common usufruct by the common authority. 

Foreign investments are made in order to secure a higher rate of profit. 
A part of the available resources are drawn out of the country, and thus 
the rate of profits in the country is raised or kept up, since production is 
reduced. Activity may result in industry so long as prices are advancing, 
but this is not always the case. The net result is a loss to the community 
but possibly a gain to the interested business concerns. The gains are in 
cash or its equivalent, and the well-to-do investors who receive the gain 
will spend it chiefly on superfluities. This diverts production away from 
goods for satisfying the ordinary needs of the community, and thus acts 
to keep up or advance the cost of these necessary consumable goods, 
thereby increasing or keeping up the cost of living. The nations which 
are outside the league are outside because they adhere to the old-fashioned 
principles of statecraft and to archaic illusions of commercial chicanery. 
It is assumed that the greater proportion of industrial resources and peo­
ples are within the jurisdiction of the league, so that the force of the 
league might serve as a deterrent. The industrial relations of members 
with nations remaining outside would help to make the latter observe 
the requirements of enduring peace, and might eventually bring them 
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in. They are "small and commercially dependent as compared with the 
League." If these nations, however, passed the limit of tolerance, rela­
tions with them would be curtailed by such measures as export duties 
on goods destined for them, and in urgent cases an embargo on traffic 
with them would be imposed. 

The general policy of the league would be to extend the free-trade 
policy to include foreign investments and commercial traffic. The diffi­
culties of this policy are difficulties of adoption, not of its successful ad:­
ministration. As a collective policy for collective peoples, directed towards 
the control of economic penetration and investment, it is very simple in 
principle, "amounting to nothing much more than a collusive disallow­
ance of privileges and preferences, with safeguarding of the weak and 
destitute and without respect of persons." · 

"Under such a policy private enterprise is not to be supported or coun­
tenanced in making use of backward peoples or their resources; foreign 
investors will take their chances where they find them, without capitalis­
ing the support of their home government; justiciable questions will be 
decided under the law of the place where they arise, without prejudice 
by the litigants' domicile." 

On the surface Veblen's conclusion seems far distant from his con­
clusion in The Nature of Peace, where the solution rests in the elimina­
tion of property rights and pecuniary magnates. But the whole discus­
sion of foreign investment lays bare the incompatibility of modem capital 
and the modern industrial process, and emphasises the a?visability of 
freeing the industrial process from the alien jurisdiction of pecuniary 
magnates. Veblen's Pacific League suggests once more a working indus­
trial republic. Veblen's meaning becomes less obscure in the light of an 
address "On the General Principles of a Policy of Reconstruction," which 
he delivered in New York on January 18, before the National Institute 
of Social Sciences. 

Since the Great War was engendered by the scheme of life of the status 
quo ante, declared Veblen, the re-establishment of this scheme may con­
fidently be expected to lead to the same disastrous issue. All thoughtful 
persons are agreed that the peace must be kept. Disputes which rise to 
the dignity of warfare always tuni on National Ambition or Business 
Enterprise, and usually on both together. America, despite its formal 
statements, entered the war for the ends of enduring peace and security. 
The question is between national business enterprise and free trade. The 
best assurance of peace lies through a pooling of the issues of business 
traffic, and thus the disestablishing of the national state as a handmaid of 
private commercial enterprise. If America took the lead in such a policy, 
other pacific nations might reasonably be expected to follow. 
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In the American commonwealth there is such a cleavage of interests 
as may reasonably be taken to augur a stormy reckoning ahead. As a 
going, living concern it is in a precarious condition, and the present is 
thereby the appointed time to survey the situation and make any necessary 
changes in the domestic policy, even at the cost of deranging vested rights 
and vested interests. The vested rights both of organised labour and of 
the employer, as seen from the standpoint of the material interest of the 
community, amount to the right to exercise unlimited sabotage to gain 
a private end, regardless of the community's need that work go on at 
full capacity and without interruption. There are few lines of industry 
or trade where vested interests do not work at cross-purposes among 
themselves or at cross-purposes with the common good, and the exercise 
of these vested rights amounts "to cheating the community of the full 
benefit of the modern state of the industrial arts." The inefficiency of 
railway enterprise, as seen from the point of view of material efficiency, 
has under the war situation forced the Administration to act. The same 
charge of costly incompetency is to be levelled against shipping and 
against the privately owned production and distribution of coal, and the 
handling and distribution of food products; "the oil, steel, copper, and 
timber supply are only less obviously getting into the same general cate­
gory of public utilities legitimately mishandled for private gain." 

The working at cross-purposes rises to disturbing proportions when 
and insofar as the industrial process concerned takes on such a character 
of routi'ne automatic articulation, or mechanical correlation, that it can 
be controlled at a distance by means of accountancy, at the disposal of 
a modern business office. The result of the activities of big business and 
financial control is ill will between employees and employers and mis­
chievous waste, expense, and disservice imposed on the concern's cus­
tomers. Antagonism and inefficiency arise out of the disjunction of owner­
ship and discretion from the personal direction of the work. This is most 
obvious where the discretionary control vested in ownership is exercised 
by an employer who has only a pecuniary contact with the industrial 
process, with the employees, or with the persons whose needs are sup­
posed to be served. Under such a situation this superior control might 
better be exercised by one who has no pecuniary interest in the enterprise, 
and can therefore operate it at its fullest usefulness, eliciting the least 
amount of ill will on the part of the employees. 

Veblen presented a "workable scope and method of reconstructing the 
existing scheme of law and order on such lines as will insure popular con­
tent." "( 1) Disallowance of anything like free discretionary control or 
management on grounds of ownership alone, whether at first hand or 
delegated, whenever the responsible owner of the concern does not at 
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the same time also personally oversee and physically direct the work in 
which his property is engaged, and in so far as he is not habitually en­
gaged in the work in fellowship with his employees; ( 2) to take over 
and administer as a public utility any going concern that is in control of 
industrial or commercial work which has reached such a state of routine, 
mechanical systematisation, or automatic articulation that it is possible for 
it to be habitually managed from an offite by methods of accountancy." 
Any plan of reconstruction must violate either the equities of the vested 
interests or the equities of the common good. . ' 

In all this there is no "socialistic iconoclasm • • • either covert or 
overt." It is merely a matter of material expediency. Already it is more 
than doubtful if the community at large will continue to be content to 
leave its large material interests, its larger industrial concerns, at the 
mercy of business methods. Business management has shown itself to 
work such waste and confusion as cannot be tolerated at a critical time. 
"The system of vested rights and interests is up for revision, reconstruc­
tion, realignment, with a view to the material good and the continued 
tranquillity of the community at large. • • • In this bearing, the mean­
ing of 'reconstruction' is that America is to be made safe for the common 
man-in his own apprehension as well as in substantial fact. Current events. 
in Russia, for instance, attest that it is a grave mistake to let a growing 
disparity between vested rights and the current conditions of life over-
pass the limit of tolerance." · 

Veblen no longer speaks of the material exigencies enforcing a change 
through habituation, but the conclusion he reaches is substantially the 
same as that implied in the earliest of his work. In The Theory of the 
Leisure Class Veblen had declared that under the leisure class institution 
of ownership the captain of industry can be dispensed with as fast as 
pecuniary transactions are reduced to routine, although this consumma­
tion lay far in the future; now he was proposing to eliminate the leisure­
class gentleman and the prevailing leisure<lass scheme, and to substitute. 
the technological expert for the captain of finance. 

Veblen also began writing for the literary journals. Helen Marot, who 
owned some stock in The Dial, became interested in Veblen's views and 
persuaded him to prepare some articles for that magazine. In one of 
these, "The Passing of National Frontiers," he declared that national 
frontiers, although they presumably had some usefulness in the old handi­
craft scheme, when they acted as a preparedness measure for the handi­
craft workers, interfere with the modern state of the industrial arts, and 
"serve substantially no other purpose than obstruction, retardation, and 
a lessened efficiency." But of course such restrictive measures are good 
for business. Business gets its gains from industry but in competition with 
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rivals, and thus it becomes the aim of business concerns to hinder the pro­
ductive efficiency of those industrial units that are controlled by their 
rivals. From this situation develops what has been called "capitalistic 
sabotage." The New Order that is coming in must recognise the fact that 
the nation as an industrial unit is out of date. The question of retaining 
the national establishment and its frontiers, of combating repression and 
waste of life and efficiency, "becomes in effect a detail of that prospective 
contest between the vested interests and the common man out of which 
the New Order is to emerge, in case the outcome of the struggle turns 
in favour of the common man." 

Despite Veblen's prominence and his workhe was not given a perma­
nent part in the House Inquiry, and Allyn Young was put in charge of 
economic questions. Veblen felt that the heads of the inquiry did not ap­
preciate the economic realities involved in achieving an enduring peace. 
He was, however, given an opportunity to serve the government in a 
minor position. 

One of Veblen's friends, Alice Boughton, was assistant to Raymond 
Pearl, who was in charge of the statistical division of the Food Adminis­
tration. During the fall of I 9 I 7 she suggested to Pear I that, since Con­
gress would sooner or later begin to inquire into the procedure of price­
fixing, it might be advisable to prepare for this contingency by having an 
economist of standing on the staff. Pearl and some of the subordinate 
heads in the statistical division who were fixing prices were biologists, 
not economists. She suggested that Veblen be offered the place, and gave 
Pearl some of Veblen's books to read. Veblen's biological approach ap­
pealed to Pearl, and he secured Veblen as a special investigator. Allyn 
Young, who felt too that Veblen's views might be of value in that con­
nexion, had also something to do with the appointment. President Hill 
gave Veblen a leave of absence, and in February I9I 8 he joined the Food 
Administration. 

While Veblen was in Washington he lived at first at the home of A.P. 
Winston, who had been one of his students at Chicago. He was friendly 
with a group of engineers, including Joseph Pogue, and according to 
Pogue he suggested to them that engineers collectively have a potential 
power which they have never exercised. Veblen submitted to the navy a 
scheme for catching submarines. The plan, which was based on his dis­
covery that a wire in water will wrap itself around anything which strikes 
it, involved a set of wires to descend from a stout vessel and sweep 
through waters where submarines might be found. Veblen said that the 
admiral to whom he explained the plan was solid wood above his collar 
button. 

Veblen was dissatisfied with the way his books were being handled by 
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the publishers. The Nature of Peace was practically unavailable and 
Veblen's friends thought something should be done about the matter. 
Hackett took him to B.W. Huebsch, who arranged in February to take 
over the plates of the books held by Macmillan, who had published all 
but The Theory of Business Enterprise. 

In the same month The Nature of Peace began giving Veblen a good 
deal of unfavourable notoriety. In an early chapter, "Peace without Hon­
our," Veblen sketched in his strategic manner 'the advantages of un­
conditional surrender and submission to the imperial dynastic regime. 
Professor William H. Hobbes of the department of geology of the Uni­
versity of Michigan wrote to The Detroit Free Press that "one is fairly 
stupefied in contemplating the moral depths to which the flabby con­
science of this pacifist has permitted him to descend." The newspaper pub­
lished the letter wtth headlines reading, "Submit to foe, urges teacher. 
Permit Kaiser to rule world to save gold and blood, writes pacifist. Yet 
professor is retained as instructor of youth in state university." Hobbes 
also wrote a letter to The New York Times, for he was disturbed over 
the fact that the book was used at Columbia University. "This alone gives 
sufficient ground for an attack upon the book in print." Henry A. Wise 
\Vood, chairman of the Conference Committee on War Preparedness, 
sent the Hobbes letter to The New York Tribune with additional com­
ments. He said that "Professor Veblen's thoughts, logic, and arguments 
are of the sort that started the Huns on their present mission to conquer 
the world," and that the book was the "most damnable piece of pro­
German propaganda that the Federal Authorities have overlooked." 
Complaints were made to the Department of Justice. 

In Kansas City, President Hill publicly defended Veblen against a 
public attack by a visitor from the East. The New Republic thought the 
professor of geology should be given "the booby prize," and that Mr. 
Wood gave no evidence "that he has ever opened the book he is attack­
ing." When Mr. Wood cited specific passages to The New Republic, the 
editors retorted that he did not appreciate the irony. The Dial commented 
that although "war offers small opportunity for laughter" the work of 
the self-appointed censors takes the character of "opera bouffe." The 
Tribune retracted the letter and said that the incident had caused them 
to lose "faith in intuition." An army lieutenant wrote to The New· Re­
public: "Mr. Henry A. Wise \Vood and Company should have a vote of 
thanks from all radicals and also from those whose heads and eyes are 
still reasonably unclouded. Denunciations of Veblen's Nature of Peace 
have gained to the book at least one reader who would not have read it. 
They have converted me-to Veblen." One story which is probably not 
historically true but illustrates the confusion over Veblen is that, after 
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the complaints to the Department of Justice, the book was read by an 
agent of the department who, although he could not understand Veblen's 
vocabulary, found the programme for the punishing of Germany so far 
ahead of anything that had been proposed by the Entente that he con­
cluded that Veblen was a superpatriot, and refused to pay any attention 
to the complaints. The assistant attorney generals in charge of such work 
in the Department of Justice were admirers of Veblen, and one of them, 
in answering the complaint of the American Defense Society, added that 
incidentally Professor Veblen was in Washington in government service 
with the Food Administration. Lubin wrote George Creel, head of the 
Committee on Public Information, about using the book for propaganda. 
Creel replied that the material was valuable; but he did not think it ad­
visable to use it at the moment • 

. Imperial Germany was also attacked. The executive head of one patri­
otic organisation heard with great chagrin from his scouts that Veblen 
was in the government service. But the attacks on the book continued. It 
soon became evident that two arms of the government service had radi­
cally different opinions about Imperial Germany. The Postmaster of the 
City of New York wrote the publisher that in accordance "with advice 
from the Solicitor for the Post Office Department you are hereby notified 
that the book entitled Imperial Germany and the Industrial Re*CJolution 
• • • is non-mailable under the Espionage Act." Within the same week, 
a New York newspaper asked the publisher for permission to reprint 
certain ·chapters, because the Committee on Public Information thought 
the book was good propaganda. The publisher discovered from the news­
paper that the official propaganda bureau of the American government 
had written: "We call your attention to certain penetrating chapters and 
passages in Veblen's Imperial Germany and the Industrial Re*CJolution, 
especially with reference to how this feudal group has made terms with 
the industrial revolution which everywhere else has made for democracy, 
but which they in Germany have so dominated as to make it fit into their 
political and social scheme." 

As William Hard said: "The Committee on Information thought that 
the book was damaging to Germany. The Post Office thought it was 
damaging to America." a B.W. Huebsch went to Washington and was 
introduced to an assistant attorney general by Felix Frankfurter, an 
admirer of Veblen. The assistant attorney general was sympathetic, but 
Huebsch found that no influence, not even official, availed against the 
war machine, of which the Post Office Department was one of the most 
effective instruments. Veblen talked about the matter in a jocular fashion, 
but he was glad to have influential friends take up the matter with the 
Department of Justice. Their efforts, however, were not successful. The 
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question had serious implications for Veblen, because the recent report 
of the Committee on Academic Freedom and Academic Tenure, of the 
American Association of University Professors, had, in the words of The 
Nat ion, proclaimed "the right and duty of the 'academic authorities' to 
dismiss the officer who, without violating the law, is in their 'judgment 
acting in a manner contrary to that required by the national interest." 4 

President Hill felt that it was these public attacks on Veblen's books 
that led the Cornell authorities to veto the plan of dividing Veble~~s 
services. But an alternative plan seems also to have been discussed. Ac­
cording to a minute of the Executive Committee of the Board of Trustees 
of Cornell, dated March 9, I 9 I 8, "arrangements have been made for 
securing Thorstein B. Veblen as Professor of Economic Institutions for 
the year I9I 8-I9I9 at a salary of $3500, of which $2500 is to be con­
tributed to the University; and the appointment was approv~d and the 
details as to the contribution and possible further service referred to a 
committee consisting of the President and the Chairman." But on April 
IJ, I9I8, there is a minute stating that "the President reported that ne­
gotiations looking toward the securing of Professor Veblen for a tempo­
rary appointment next year had been discontinued." Some students. of 
Veblen felt that the negotiations failed because too much anxiety was 
shown in dealing with the Cornell authorities. 

Veblen stayed in the government service less than five months. Al­
though he started his work with a feeling that-he might do some good, 
a friend writes: "I think from the first month of his contact he realised 
that nothing would come of it." Some of the work was statistical and in 
that Veblen was almost helpless. , 

While he was working in the Food Administration, Veblen prepared 
a memorandum entitled "A Schedule of Prices for the Staple Foodstuffs 
(with Accompanying Tables and Charts)," which was the outgrowth of a 
study ma<;le by his assistant, Lubin, concerning the effects of government 
price-fixing upon the production of the small grains not affected by price 
stabilisation. It was a plan of price control in the interest of the produc­
tion of the staple foodstuffs required by the Allies. Since the underlying 
purp~e of any such regulation was the more effective prosecution of the 
war, the plan called, among other things, for guaranteeing to the farmer, 
for his "main staple foodstuffs," a suitable minimum return per acre of 
crops planted, and "perhaps a similar insurance per head of livestock in 
hand at the opening of the season." The producers would thus be relieved 
of the risk of losses "due to crop failures, or to unforeseen losses of live­
stock due to drought, hard weather, O! disease." Under the existing emer­
gency conditions "the production of foodstuffs is quite unmistakably a 
joint enterprise for the prosecution of the war," and "as far as practicable 
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the risk of loss should be borne by the nation as a whole-on the well· 
known principle of mutual insurance.". 

An opportunity arose for Veblen to do some field work. General Enoch 
Crowder had just made his first call for a large quota of men, and com· 
plaints were coming in to the Food Administration from farmers all over 
the country stating that if their sons were going to be taken away from 
them they would be unable to harvest crops. Veblen and Lubin were sent 
out to investigate the possibilities of getting a labour supply. On reaching 
Minneapolis, however, Veblen became ill with a severe cold, and instead 
of continuing the trip he went to his home in Columbia, Missouri, to re· 
cuperate, and Lubin continued the work. 

In one report ad interim to Pearl, Veblen called attention to a "par· 
ticular political muddle" in the North Dakota area, and to "the mischief 
which it is causing just now" and the consequent "necessity of prompt and 
independent action on the part of the Food Administration if it is to save 
the grain crops" in that region. The Minneapolis office of the Farm Loan 
Corporation, which was a branch of the Treas~ Department, refused 
for formal reasons to lend to the farmers who needed funds for the 
purchase of seed. Veblen declared that the "Farm Loan people, in collu. 
sion with the A.F. of L. representatives of the Department of Labor 
and equally political representatives of the Department of Agriculture, 
are collusively playing politics to queer the Non-Partisan League (which 
is in control of North Dakota) at all costs. The fortunes of the War and 
the chances of famine are a secondary consideration in the County, State, 
and National party politics of these northwestern states." In any attempt 
to relieve the situation "I gravely suspect the Railway Administration 
will lend itself to political manreuvres for defeating the Non-Partisan 
League." ·Nothing could be done for spring wheat and corn, but barley 
might be saved if pecuniary principles, such as the limitation of industry 
by capital could be laid aside. "To get the seed into the farmers' hands 
the Food Administration will have to disregard formalities and go over 
the heads of the Farm Loan people as well as of the representatives of 
the Agricultural Department. It appears to be not a question of placing 
Farm Loans and of the purchase of the seed by the farmers, s" much 
as it is a question of distributing the seed and getting it planted, and then 
patching up the monetary questions involved afterward." For the sake of 
a labour supply Veblen suggested that all Federal indictments and prose­
cutions against the I.W.W. be "immediately quashed," and measures 
taken to prevent county and state authorities from similar activities, which 
he considered "also a political complication" and "closely bound up with 
the campaign of the old-line politicians against the Non-Partisan League." 

Veblen reworked Lubin's first draft of the report, and on his return 
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to '\Vashington he submitted a detailed report buttressed by a number of 
exhibits. One exhibit contained affidavits concerning the beatings and 
other mistreatment administered to the I. W. W. by government officials, 
and by groups of citizens and members of Commercial Clubs. There was 
a list of men "who appear to have been indicted by oversight or in undue 
haste," and this document was "held by the informant to show an in­
expedient animus." Some of the men indicted had long before been ex­
pelled from the LW. W.; some were in foreign countries; others were 
dead, or had long been inactive in the organisation, or were not even 
members. One was accused by the organisation of being a labour spy. 
The close of the exhibit bears the following notation: "Is it any wonder 
that the I.W.W. feels that it is being pers.ecuted by the government? How 
is such an error in judgment to be repaired?" 

Veblen recognised that he was engaged in "special pleadings," but "it 
is intended as special pleadings for the grain crops of the northern prairie 
states." It was expedient "to discountenance and disallow any measures 
that will bear the appearance of persecution or partisan manreuvre," and 
to remove any hindrances to the most efficient use of the I.W.W. or any 
other available contingent of farm labour. Even if "they may not be in 
the right," their efforts are sorely needed and "they can be used to good 
effect only by way of generous treatment and fair.dealing." 

Veblen proposed that instead of prosecuting such organisations the Ad-· 
ministration enter into "direct and official relations" with them. He made 
a suggestion, backed by affidavits from men in the forestry service and by 
a letter from an I.W.W. official, that a "scheme of regimentation be put 
into effect by which the workmen will be enrolled; under officers of their 
own choice, as members of a collective labour force to be distributed and 
employed at the discretion of agents of the Administration with suitable 
powers-always with the proviso that these agents be vested with ad­
visory rather than coercive powers and be enabled to offer inducements 
sufficient to give effect to such advice as they may offer; that facilities be 
constantly afforded for men to enroll in these regiments of workmen, 
without other qualifications than a willingness to work and to submit to 
majority rule within their own regiment." Thereby the necessary mobil­
ity of labour, and the highest efficiency, might be achieved. Since the 
migratory workmen distrusted the Department of Agriculture and its 
agents, and also the Department of Labor with its A.F. of L. point of 
view, the arrangements "should be left in the hands of the Department 
of War and the Food Administration, preferably in the hands of a joint 
bureau representing both and consulting with both, but in the last resort 
answerable to the Secretary of War." 

Veblen even discussed the matter with the Department ·of Justice. 
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Alfred Bettman, then an assistant attorney general, has said that one 
morning he was called into the office of John Lord O'Brian, who had 
charge of the enforcement of the Espionage Act, and was introduced to 
a gentleman whose name, however, he did not understand. From what 
the stranger said it was obvious that he had been sent by the Food Ad­
ministration to the agricultural regions of the Nortllwest, evidently tore­
port on the conditions holding back agricultural production. He had found 
that the "migratory labour," on which such production was to some ex­
tent dependent, was being antagonised by the campaign of the \Var De­
partment Intelligence Service against the I.\V.W. This was pictured as 
an example of two separate departments of the same government follow­
ing inconsistent and contradictory policies. He was describing this situa­
tion for the purpose of persuading O'Brian to take some action which 
would cause better co-ordination and remove this I.W.W. persecution, 
for the benefit of agricultural productiveness. 

"My first impression of the physical appearance of the stranger," said 
Bettman, "was not particularly favourable, by .which I mean that it did 
not give the expectation that I would hear anything particularly interest­
ing or important. As he spoke, I became alertly conscious of the fact that, 
whoever he was, here was a man of keenest wit and intelligence, clear 
and picturesque vocabulary, somebody exceptional, and I became eager 
to know who he was and managed to find out by a side glance at the visit­
ing card which he had placed on Mr. O'Brian's desk, and lo and behold, 
he was none other than Thorstein Veblen! Of course, I immediately 
became doubly alert and interested, and think I said to Mr. O'Brian after 
the interview, that there was the keenest-minded person, who had come 
into the department while I was there." 

When a hundred and one I.W.W. leaders were brought to court in 
Chicago, on charges of conspiring to obstruct the selective draft and 
hindering the government's war work, Veblen, along with such men as 
Robert Bruere, John Dewey, Carleton Hayes, James Harvey Robinson, 
'signed a public appeal for funds to secure the best legal defence and a 
fair trial. Veblen felt that the long terms of imprisonment meted out by 
Judge K.M. Landis were evidence of hysteria, bordering on insanity. 

In connexion with the same problem of obtaining a farm labour sup­
ply, Veblen prepared another memorandum on "Farm Labour and the 
Country Towns," which was substantiated by statistical data brought to­
gether by Lubin at Veblen's suggestion. After Veblen left the government 
service, he elaborated it and published it in a series of four articles under 
the title "Farm Labour for the Period of the War'' in the single-tax 
publication, The Public. The editors said that Veblen had explained "the 
leisure class in a book that threw more light and cleared up more muddled 
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thinking than any in a generation." The original memorandum is only 
slightly different from the published article, although in the former the 
style is more restrained. The published article calls more attention to the 
effective control exercised hy the packers and millers over the farming · 
population, and the consequent distrust felt by the farmers. In this article 
he refers to the ves~ed interests of certain corporations of labour, by 
which he seems to suggest the A.F. of L., but this matter is omitted in 
the original memorandum. 
T~e prosecution of the Great War, declared Veblen, depends most 

critically on the season's grain production in the prairi~ states. But the 
vested interests of certain organisations, both of labour and of capital, 
hinder an effective farm labour supply. The reason why the war has not 
been ended, with a victory for democracy, is that the American people 
have not been able to decide that they would disturb the vested interests 
and make unreserved use of all resourees, including manpower. As a 
working force, as a going concern engaged in the prosecution of the War 
for Democracy, the American people are made up of the American farm­
ers and workmen. The destiny of the democratic nations rests upon team­
work between these two free constitutents of the American population. 
The vested interests are certain fractions of the community who have a 
customary claim to a preferred share of the community product, and this 
vested right will be surrendered only when its retention involves palpable 
risk of its total loss. Any neutralisation of these rights depends upon what 

. the farmers and workmen demand in the way of effectively prosecuting 
the war. 

Because of its specialised character, requiring something of an appren­
tice period, the farm-labour supply cannot be immediately created o~t 
of urban people. The country towns, however, are made up to a great de­
gree of persons drawn from rural occupations and therefore suitable for 
farmwork. Veblen now describes the town living off the country, much · 
as in his other works he described modern business living off the working 
community. The "farmers" can almost be taken as a symbol for the en• 
tire industrial population. The country town is an organisation of middle­
men, or businessmen, who make a profit in buying and selling. They sell 
the f~rmers' products at an advance in the central markets, and from 
the central markets sell products at an advance to the farmer. The living 
of the country town comes from the difference, which is in the nature 
of an unfair advantage. · 

The excessive number of retail concerns results in a waste of seventy­
five percent of all men and resources employed. A great proportion of the 
country-town retail trade is appreciably more than useless, from the point 
of view of the net productive efficiency of the community which is sup-
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posedly served by this traffic. "The spectacle of ten well-fed bankers at 
the county seat" is "a striking evidence of the community's ability to pay." 
But "the prestige-value of a superfluity of well-fed bankers must not be 
allowed to cloud the issue of national efficiency." "'Business as usual' 
means 'Uncertainty and retardation as usual,'" and in war times this 
production of waste, inefficiency, and fashionable discomfort is a matter 
of public concern, even though in time of peace citizens of any well­
conducted democracy "are presumed to owe no active duty to the coun­
try in which they live." 

With due allowance for the proportion of useful work performed by 
some concerns, two-ninths of the number of concerns and workmen em­
ployed would be sufficient to do all the useful work performed by the 
country town. The fraction would probably be even less, since much of 
the retail trade serves the population of the town itself, just as much of 
the trade in capital serves the corporate financiers. At least seven-ninths 
of the country-town population is supernumerary for all material pur­
poses. It might be contended that by this elimination of waste and dupli­
cation the "benefits of competition would be lost." But the established 
retailers habitually act in collusion in matters of price and competition, 
under the guidance of the Commercial Club and with the aid of the town 
government which represent the "larger vested interests." In peace times, 
when only the creature comforts of the farming community are at stake, 
such a situation might be tolerable, but war-time expediency requires that 
the American people-farmers and workmen-"quit being squeamish 
about the vested right of the country-town merchants and speculators to 
get a 'reasonable return,' " which amounts only to surreptitious gain "on 
capital sunk in waste and duplication." The statesmen of the old order, 
the Commercial Clubs, the spokesmen of business as usual, suggest that 
moral suasion be brought to play on the sensibilities of those substantial 
citizens responsible for the impasse. But experience teaches that the best 
effects of moral suasion "are likely to be slight and transient where it runs 
counter to a settled legal right." Thus Veblen proposes a "sane and eco­
nomical" plan of marketing and distribution which comes close to Bel­
lamy's Utopia. The government would not bring administrative pressure 
against local concerns "beyond that equitable pressure of competition 
that is implied in the buying and selling of goods at cost." But such 
pressure should logically result in the greater number of these concerns 
quitting business, their personnel returning to the farm:. 

The plan contemplated a combination of the methods and working 
forces of the parcel post, chain stores, and mail-order houses. The Federal 
Administration should "install a system of farm marketing and of retail 
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distribution of staple merchandise at cost, to be organised as one undivided 
administrative undertaking under the parcel-post division of the United 
States Post Office, and designed to serve all those places and persons whom 
the Parcel Post can effectually be made to reach." The mail-order house . 
equipment and personnel would be taken over, present restrictions on the 
parcel post lifted, and transport facilities and freight handling placed in­
discriminately at its disposal. The result would be considerable saving 
of the "overhead charges" of wasteful business, when concerns are con­
solidated in a trust or pool. Such concerns as express companies and other 
common carriers would be seriously affected, but present exigencies must 
be allowed "to take precedence of any vested interest in wasteful practice 
and special privileges." 

The mail-order houses, despite superfluous business practices and the 
undying hatred of commercial clubs, have been so successful that the lead­
ing concerns are capitalised at something more than ten times the value 
of their material assets. Under the new plan the procedure for filling 
orders for goods would be the same as under the mail-order house sys­
tem, except that the local post office would act as agent of the central 
office of distribution and the letter carrier would take orders, accept pay­
ments, etc. The money transactions would be handled in the fashion of 
periodical clearings. The post office would do all the banking business, 
in relation, if need be, with the Federal Reserve, and would become a 
station for the purchase and receipt of farm produce. Relatively little re­
mittance of funds would be needed, because of the offsetting of credits 
and debits in the clearings. Most of the banking is now commercial, in­
flated on the same scale as the commercial business it serves, but under 
the plan more than one-half of it would be eliminated, and the remainder 
so simplified that it would be difficult to recognise as banking. 

The experience of mail-order houses and the logic of the plan make it 
necessary to reach back among the jobbers, mills, factories, and packing · 
houses. The great industrial enterprises supplying the farmers' needs can­
not be allowed to ''be managed by their owners for a profit, even under 
the most stringent standardisation and inspection." No system of inspec ... 
tion and legal remedy can keep up with the ingenuity of the interested 
parties. "Legal remedy by litigation after the fact is the merest foolishness 
in these premises." Veblen's proposal was "a plan for taking care of the 
farm products all the way over the circuit from the farm; when the goods 
leave the farmers' hands at the local market as raw materials; through 
the process of working them over into staple goods for consumption; and 
back again through the processes of distribution until they reach the farm­
ers' hands as wrought goods ready for use." All the working parts needed 
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for putting the plan into effect are at hand, and can be "co-ordinated into 
a. balanced system directed from a single centre, instead of being left, as 
now, out of touch and frequently working at cross-purposes." 

The ideal role of the entrepreneur and of money, as taught in the 
standard economic textbooks, would be performed by the central bureau, 
whose work would be in the nature of traffic management. The "market 
'bureaux' ••• would transact very little that could properly be called 
'business,'" since no bargaining and no salesmanship would be involved. 
Prices "would be offered quite impersonally, on a basis of standards and 
tests, as computed in a system of cost accounting." The change is funda­
mentally not in the mechanics of the traffic, but in the underlying prin­
ciples. Under the present system the packers, for example, make the 
price at which the raw materials are bought and the finished goods are 
sold, but the principle is that of all the traffic can bear, which means the 
largest net profits to those who set the price. Under the new plan, how­
ever, the Administration, "through its local traffic agents connected with 
the parcel-post distributing system, would make its offer of prices on a 
cost basis, as adapted by skilled accountants to the special circumstances of 
each locality; and the producers would 'take it or leave it,' knowing all 
the while that the price so made is made without a view to profits and that 
no man has any motive of gain in determining it." The Administration 
will so arrange its schedule of prices as to induce the farming community 
to produce the largest practicable output of those staples needed for 
carrying on the war. For the satisfying of customers' everyday minor 
needs, and also as a further check on competitive duplication of equip­
ment, the parcel-post system would necessarily comprise a system of local 
branches, in the nature of general merchandise stores and operated on the 
plan of chain stores. 

The net result of the new plan, Veblen calculated, would be a reduc­
tion of the country-town population by nine-tenths, and a consequent in­
crease in the available labour supply. This change is "of course, to be 
counted as a passing interruption of that regime of wasteful duplication, 
unearned incomes, and collusive division of profits that now goes to make 
up the everyday life and habitual interests of the town's population." The 
original memorandum was submitted to leaders of finance and industry, 
and Bernard Baruch, Chairman of the War Industries Board, gave it some 
consideration, but the plan did not interest the administration. Henry A. 
Wallace, whom Veblen visited while on the road trip, was impressed 
with Veblen and his quiet and unassuming manner, and Veblen expressed 
a high regard for Wallace's opinions and felt that he knew more about 
the realities of agriculture than did the officials at Washington. Accord­
ing to Wallace, Veblen felt that his colleagues' real interests were not in 
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increasing the food supply but in conserving the profits of certain dealers 
in the manufacture of food. . 

While still in the government service Veblen wrote another article for 
The Public, entitled "Menial Servants during the Period of the War," 
in which he offered another suggestion for relieving the labour shortage. 
Even in the present emergency of war, he said, popular interest and ad­
ministrative policy are bent on the maintenance of the status quo-the 
status of competitive gain and competitive spending-instead of on an 
elimination of "the nugatory interests and usages of peace." The chief 
use of domestic servants, menial servants, is not the physical well-being 
of the employer, but the intangible prestige value, or psychic income, 
which they represent. These intangible values and invidious distinctions 
are like sand in the bearings of the industrial and military mechanism by 
which the war is to be won. Nevertheless the better classes, while profess­
ing patriotic devotion to the country's efforts, continue to draw on the 
labour force for menial servants with whom to keep themselves in coun­
tenance as licensed wasters with ability to pay. In view of the great op­
position to a direct conscription of the labour supply for productive use, 
Veblen suggested the taxation of such intangible values. 

"It should be practicable to lay a steeply progressive tax on those same 
persons who still go on employing a staff of unproductive domestics to 
uphold their own personal prestige in the face of the nation's sorest need •. 
There will, for example, be two able-bodied man servants, coachman and 
footman, in waiting at the curb while their patriotic and spendthrift mis­
tress within the gate sits in self-appointed council on the state of the Re­
public at large with a quorum of ladies as scrupulously ignorant as her­
self in all those things that have any slightest significance for the work 
in hand. Indeed, merit is still to be acquired in· that way." A household 
of five, including two children under the age of five, would have one 
tax-free servant. An additional servant would entail a tax of one hundred 
percent of his wages and living expenses; the tax on a second additional 
servant would be two hundred percent; on a third, three hundred per­
cent; and so on. But as Veblen continues, he includes in the list of menial 
servants all labour engaged in the production, sale, or consumption of 
superfluities. The resources thus made available could be used for the 
material needs of the community. Butlers and footmen "are, typically, 
an eminently able-bodied sort, who will readily qualify as stevedor~ and 
freight handlers as soon as the day's work has somewhat hardened their 
muscles and reduced their bulk." This labour force devoted to super­
fluities is shown to occupy a place in the productive scheme not dissimilar 
to that of financial executives in service to capital, and in Veblen's conclu­
sion there is even a Marxian suggestion of the effect of casting business-
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men into the working classes. The effective law-making body, he said, 
would be reluctant to install a measure to "equalise the condition of life 
as between the servant-keeping class from which the law-givers are drawn 
and the common man to whose class the released domestics would bring 
an increment of numbers and discontent." 

The editorial announcement of this article exemplifies the old and 
never-ending controversy over Veblen: "It is a sign of the times that we 
are left wondering for a moment whether to regard his article as a bril­
liant bit of playful irony or as the proposing of a war-measure which can 
be expected to receive serious consideration at the hands of the Federal 
Government." But the editors believed that "Professor Veblen was never 
more in earnest, as a careful reading • • • will show." A later editorial 
comment said: "Apropos of Dr. Veblen's recent articles, proposing heavy 
taxation of employers of servants, readers of The Public must have been 
particularly interested in the recommendations of the Treasury Depart­
ment, recently submitted to the Ways and Means Committee of the 
House, for a tax identical in method and intent~ although differing some­
what in rates, with that urged by Dr. Veblen."· 

Pearl submitted to Herbert Hoover Veblen's memorandum on the 
I.W.W. Pearl, who had grown to respect Veblen and to agree with much 
of his thinking, considered the report good. It was discussed at a meet­
ing of the War Boards, but, as one colleague wrote, "it caused some con­
sternation," in view of the aspersions it cast upon various government 
bodies, and its attitude on the I.W.W. Veblen and Lubin were not told 
what happened to the memorandum, but when requests for information 
or memoranda ceased to come to them from any of the offices of the Food 
Administration, they took the hint and resigned. Veblen was somewhat 
chagrine~ and discouraged with his experience in the government service. 
In his opinion the discretionary authorities considered the war already 
won, and were therefore interested mainly in retaining the status quo. 
He felt that the packing interests were in control of the Food Adminis­
tration, and that it was they who were responsible for his leaving. He 
asserted that Hoover went to Europe to take charge of food activities 
there so that he would not be put in the position of taking orders from 
the packers and putting the data secured by the Food Administration at 
the disposal of these interests. 

Before formally ending his services with the Food Administration Veb­
len wrote a memorandum which he submitted to leading educators and 
published in The Dial under the title of "The War and Higher Learn­
ing." The ostensible reason for the memorandum, according to Lubin, 
was that Veblen was disturbed over the possibility that the hatreds de­
veloped by the war and the loss of income experienced by foreign uni-
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versities might cause a void in the contribution of scientists to the world's 
know ledge. Interested businessmen, he said, act as if the nation's indus­
trial system may best be served by hindering the nation's industry from 
taking advantage of that freedom of intercourse in the use of resources . 
and technology which the modern industrial system presupposes as an 
indispensable condition to its best work, and thus they have enforced such 
measures of restriction and retardation as the protective tariff. The func­
tioning of the higher learning is similarly restricted by such measures as 
restrictive tariffs on apparatus and the disbarment of aliens from teaching. 
But a civilised nation has nothing to lose and everything to gain from 
unguarded co-operation in the necessarily joint pursuit of knowledge, 
just as it needs co-operation in technology: In the pursuit of knowledge the 
loss of one is acknowledged to be the loss of all, and any substantial loss 
or defeat is recognised as the most shameful setback that could be suf­
fered. Thus the condition of the higher learning in the aftermath of 
war is a problem of greatest consequence. In the higher learning, as in 
technology, the war is resulting in a tremendous depletion of forces, 
breakdown of necessary co-ordinations, decay of the spirit, and impoverish­
ment in material means. These effects, which will not end with the formal 
close of the war, are best exemplified by the "moral dilapidation" and 
incapacity for sound work shown by the German scholars. By denuncia­
tion, debauchery, and diversion to alien interests they not only hinder the 
scientific work of the present but also prevent the rise of a new generation 
of scientists. 

The Americans, however, have been less exposed to the disorganising 
experience of the war, and they have the necessary material means for the 
conservation and reconstruction of the world's joint enterprise in science 
and scholarship. Any degree of reflection will ·show that the American 
community is in no danger of material impoverishment in the further 
course of the war. It would seem obligatory, therefore, that the Amer­
ican schools provide sanctuary and allow free and impartial use of their 
resources to students and teachers, regardless of nationality, who give 
any evidence of fitness. Heretofore the higher schools have been rival · 
concerns, doing a wasteful competitive business in student registration, 
scholastic real estate, and funded endowment. In times of peace, pros­
perity, and universal price rating such waste may be endured, but in time 
of war it is intolerable, and this competition for trade in erudition should 
be eliminated by co-ordination. The schools should be brought out from 
the underbrush of rivalry and intrigue, should pool their scholastic issues 
and thereby give rise to something like a central office. It would "serve 
as a common point of support and co-ordination," as a "focus, exchange, 
and centre of diffusion for scholarly pursuits and mutual understanding," 
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and would be "an unattached academic house of refuge • • • for any 
guests," both domestic and foreign, "strays, and wayfaring men of the 
republic of learning." The institutions of the higher learning, by placing 
their resources and good offices at the service of the world at large, would 
thus in reality serve their ostensible purpose, which has hitherto been 
served to a considerable extent in name only. 

Charles Beard of Columbia University told his class on the American 
Constitution that the most original work on the economic basis of govern­
ment structure was being done by a man named Thorstein Veblen in a 
small college called Missouri. Wesley Mitchell told R.C. Journey, a 
student and colleague of Veblen's at Missouri, that Veblen was the most 
profound scholar in the social sciences, with Marx in second place. In class 
Mitchell said: "Veblen is a man • • • who has been more misunderstood 
than any other American economist of his day, and misunderstood prima­
rily because of his highly original temperament as well as because of his 
highly original frame of mind." To look upon prevailing ideas of right 
and wrong as of the same nature as certain superstitions "is, to people who 
have not had any experience in that kind of inquiry, often a very disagree­
able experience." Thus many readers of Veblen have been badly shocked 
and put in such a state that "they either could not go on reading at all or 
could not go on reading in a frame of mind which allowed them to under­
stand what is being said. I think that, more than anything else, accounts for 
the fact that this extremely penetrating theorist has, until recent years-at 
least the last two or three-had comparatively little recognition, outside a 
very small circle of people, who largely,for personal reasons, have under­
stood what he is doing, better than the great majority." Practically all of 
Veblen's graduate students "have felt his extraordinary powers and have 
been inclined to attach a great deal of importance to the problems he has 
seen more clearly than his contemporaries, and also to solutions, at least to 
some of the solutions which he has provided. But it is not until a man 
has had a considerable education of a rather unorthodox sort that he 
begins to see the real significance, either of the problems or of the solu­
tions that are offered, and it has only been recently that there has been 
any considerable number of people interested in economics who have got­
ten a sufficient glimmering of these problems and their importance to give 
Veblen anything more than a sort of esoteric recognition." Intelligent 
students should try to view him with calmness, "not getting unduly ex­
cited over the writer's mannerisms, or unduly frightened by the conclu­
sions to which he se~ms to be conducting us." 

Stewart and Walton Hamilton were instrumental in securing Veblen 
for a series of lectures at Amherst in May I 9 I 8. These lectures were 
provided by the William Brewster Memorial Foundation, and the cata-
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logue said of them: ''Four or more lectures are given each year on the 
!\1odern Point of View. The purpose of the donors is 'to assist the College 
in throwing light in a genuinely scientific spirit on the relation of present­
day research, discovery, and thought to individual and social attitude and 
policy.'" 5 Veblen's lectures at this old New England college, the intel­
lectual home of Hickok and Clark, were on "Economics of the War and 
the Modern Point of View." According to Hamilton, "Veblen stuck his 
tongue in his cheek and declared that the modern point of view in eco­
nomic thought was a product of the eighteenth century." 

J ett Lauck, a former Chicago student who was executive secretary of 
the \Var Labor Board, offered Veblen a job with the board at a salary 
of $4800 a year. Veblen's title was to be Examiner, but Lauck expected 
Veblen to be of great service in giving the board the benefit of his prophetic 
insight into what policies should be followed and particularly what was 
to be done in the light of the expectation that the cessation· of the war 
would not mean the ending of the board's functions. Veblen at first felt 
that in a body whose chairmen were Frank Walsh and ex-President Taft 
he would not be congenial. However, Lauck told him he would find a 
great number of radicals on the staff, and Veblen agreed to join the board. 
But he dropped the matter when he saw a possibility of joining The Dial 
staff, although he could not expect the salary that Lauck offered him. 

In June Veblen prepared The Higher Learning in America for publi­
cation again, after adding "War and Higher Learning'' to the introduc­
tory chapter, with slight alterations. 



CHAPTER XX 

I
N this book, too, as in all his others, Veblen's analysis is concerned 
with the dominance of modern capital. The higher learning is car­
ried on under the guidance of the personal end of pecuniary gain. 
The never-ending competitive accumulation of wealth for the sake 

of competitive expenditure of life and substance, so that there may be 
further competitive accumulation of wealth, becomes in the institutions 
of higher learning a competitive seeking of endowments and an increase 
of students from among the reputable, so that life and substance may be 
expended for a further accumulation of funds and immature students. 
There, too, capital is the objective, and the consequence is a steady elimi­
nation and repression of the one end conceded by sober, civilised mankind 
as the only undisputed end, just as in the economic organisation, modern 
corporation finance leads to the repression and elimination of the mate­
rial welfare. The factors that are ostensibly only the means of life have 
become the ends of life, to the destruction of civilised humankind. "It 
will avail little to speculate on remedial correction for this state of aca­
demic affairs so long as the institutional ground of the perversion remains 
intact," so long as the institutional ground is "the current system of pri-
vate ownership." . 

Even in denying to technological schools a place in the university, 
Veblen seems to be emphasising not only the fact that the lines of free in­
quiry and criticism must be kept open, but also the incompatibility be­
tween the business schools and modem business principles, and the im­
personal ends of mankind. For the modern captain of industry and the 
boards of directors discussed in other works Veblen substitutes now the 
captain of erudition and the governing boards, composed to highly suc­
cessful businessmen. The role assigned elsewhere to national patriotism 
or to good will is given now to university prestige. Education, like busi­
ness, is rated in terms of earning capacity, and the ideal of efficiency is the 
pattern of shrewd management whereby a large business concern makes 
money. 

"There is • • • a work of reconstruction to be taken care of in the realm 
of learning," said Veblen in his supplementary introduction, "no less 
than in the working scheme of economic and civil institutions." Here, too, 
"if it is to be done without undue confusion and blundering, it is due 
to be set afoot before the final emergency is at hand." But since "com-
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petition is well ingrained in the habitual outlook of the American schools," 
such a foundation as the Carnegie Institution "might serve as a prac­
ticable nucleus" for the "proposed joint enterprise," provided some of 
its restrictions could be removed. This freely endowed joint enterprise 
would serve as "an international clearing house," and "students of all 
nationalities, including Americans with the rest, may pursue their chosen 
work • • • as guests of the American people in the character of a de­
mocracy of culture." The resources are available, because "the experience 
of the war, and the measures taken and to be taken, are leading to a 
heightened industrial productiveness and a concomitant elimination of 
waste." The universities may turn to what is supposed to be their aim, 
and "forgo their habitual preoccupation· with petty intrigue and bom­
bastic publicity," for the sake of competitive prestige, "until the return 
of idler days." 

Any system of knowledge runs back to two impulsive native traits of­
human nature: Idle Curiosity and the Instinct of Workmanship. Knowl­
edge is idle in the sense that it is sought impersonally as an end in itself, 
not for the personal end of pecuniary gain. Such knowledge will be turned 
to account in various ways by the instinct of workmanship, which gives 
the basic canons of truth and validity. The important factor in systematis­
ing knowledge is the cuiTent technological scheme, b~t workmanship today 
is made to conform with the system of ownership and pecuniary value, 
which is alien to the current state of the industrial arts. Modern tech­
nology is a matter-of-fact, impersonal pursuit of knowledge, and the in­
quiries of modem men, in so far as they are modem, are tested by canons · 
of mechanistic effectiveness. But the American community appears to 
be divided ''between patriotism in the service of the captains of war, and 
commerce in the service of the captains of finance-." 

The university is the only institution upon which the quest for knowl­
edge unquestionably devolves, and the conservation and advancement of 
learning are recognised as its only duty. The quest of learning involves, 
first, scientific and scholarly inquiry, and, second, the instruction of stu­
dents for the sake of carrying on the quest. A university is a body of mature 
scholars and scientists, and all else but the quest for knowledge is inci­
dental. The student is presumed to have scholarly and scientific aspira­
tions, and he has a legitimate claim to an opportunity for such personal 
contact and guidance as will give him familiarity with the ways and means 
of the higher learning, for the university is not a penal settlement. The 
controversy between those who speak for the modern university and those 
who advocate that culturally obsolete institution which includes lower 
and professional schools-such as schools of commerce and finance for the 
training of successful businessmen-is a controversy between "those who 
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look to make use of the means in hand for new ends and meet new exi­
gencies," and those who "wish to hold fast that which once was good" in a 
barbarian scheme. There is no place in the university for an u"ndergraduate 
department, for the latter is only a place for preliminary training, and 
today it is chiefly concerned with affording a rounded discipline to those 
whose goal is the practical pecuniary life of "fashion and frailty." The 
effect of joining the undergraduate school with the graduate is to impose 
upon the latter the alien and incompatible standardised routine and for­
malities of the former. 

There is a substantial bond of community between the proper work of 
the university and such technical schools as engineering, since the mech­
anistic technology is the working logic and basis for both. But just as 
the industrial expert is contaminated by pecuniary ideals, the academic 
technologists, under the current regime, are trained in the use of pe­
cuniary strategy and adroitness. They are necessarily and habitually im­
patient of any scientific or scholarly work which does not lend itself to 
some practical pecuniary use, and they join with the lawyers, another 
product of the professional schools, and with the businessmen at large, 
in repudiating whatever does not look directly to a utilitarian pecuniary 
outcome. Thus they shift the university forces from disinterested science 
and scholarship to the practical, expedient end of profit and loss. By in­
timate association with these utilitarians the scientists and scholars also 
take over the characteristic pecuniary bias, with its disastrous effects on 
modern knowledge. The professional and undergraduate divisions resent 
any interference in their conduct of affairs by the scholars and scientists, 
much as the captains of finance resent any interference in their pecuniary 
activities. 

It has been contended that, since historically the university was a col­
lection of professional schools serving practical ends, it should have the 
same purpose today. But this is no different from a contention that mod­
ern industry should return to handicraft technology. "The historical argu­
ment does not enjoin a return to the beginning of things, but rather an 
intelligent appreciation of what things are coming to." The medieval and 
early modern university was a barbarian institution reflecting the un­
mitigated pragmatic, utilitarian, worldly wise culture then prevailing. 
Only by a sophisticated subsumption of their activities under some line 
of interest and inquiry ostensibly serving the glory of the predatory gods 
or chieftains, were university men able to carry on disinterested scholar­
ship. But the modern community "will not enduringly tolerate the sordid 
effects of pursuing an educational policy that looks mainly to the main 
chance, and unreservedly makes the means of life its chief end." Univer­
sities which make an experimental reversion to vocationalism, to the 
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worship of Mammon, and violate "the long-term drift of the modern 
idealistic bias," "unavoidably return presently to something of the non­
professional type on penalty of falling into hopeless discredit." If they 
turn unreservedly to the practical, that is, to the ""''pecuniarily gainful," 
the result is the same liquidation and depression that comes ultimately to 
business corporations and civilisations which unmitigatingly pursue pe­
cuniary principles. 

This estimate of the place the university occupies in modern civilisa­
tion,. and more particularly of the manner in which it is to fill its place, 
is an "ideal logically involved in the scheme of modern civilisation, and 
logically coming out of the historical development of western civilisa­
tion hitherto, and visible to anyone who will dispassionately stand aside 
and look to the drift of latterday events insofar as they bear on. this' 
matter of the higher learning, its advancement and conservation." But 
today the unremitting habituation to the current competitive system of 
acquisition and expenditure exercises the same devastating effect on the 
higher learning as was exercised formerly by dynastic and theological 
principles. The contest is now between the claims of science and scholar­
ship on ~he one hand, and those of business principles, business enterprise, 
and pecuniary gain on the other. 

The discretionary control of the universities rest& in governing boards 
made up of btlsinessmen and of politicians who are like businessmen. They · 
are of no material use in any connexion, and their sole effectiveness is in 
interfering in matters that lie outside their competence and interest. The 
reason for the retention of these aimless survivals is the prevalent un­
critical respect for such organisations and methods of control as have been 
found "advantageous for the pursuit of private gain by businessmen 
banded together in the exploitation of joint-stock companies with limited 
liability." 

In footnotes Veblen discusses the relation of the governing board to 
the university corporation in much the same terms as he customarily used 
in describing the relation of a captain of finance to dependent corporations 
and the community. The discretionary control of large fun~s may be pe-. 
cuniarily profitable to the members of the governing board, and office 
on such a board may thus be sought for business reasons as well as for 
the similar reason of its prestige. It has been claimed, said Veblen, that 
the businessmen governors of a certain university managed its $ 30,ooo,­
ooo endowment for their own pecuniary advantage. The investment 
yielded three percent when :first-class investments usually yielded six to 
eight percent. Out of this income, forty-five percent was required for 
the current use of the establishment. What happened to the remainder is 
not altogether clear, but it is presumed to have been kept for ·eventual 
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buildings. Half of the forty-five percent was put in a sinking fund for 
future contingencies. Less than one percent of the total investment was 
available, and out of this c:une also a sinking fund for the eventual use 
of the library7 which at the time was seriously handicapped by lack of 
funds for current needs. Thus the academic establishment was "managed 
on a basis of penurious economy-to the present inefficiency and the last­
ing damage of the university." 

The modern American is "the most admirably thorough-paced business 
community extant." American business enterprise is managed in "a spirit 
of quietism, caution, compromise, collusion, and chicane." The inventors 
and technicians are bold and resourceful, but they are not represented in 
the management of business and usually they die poor. The wealth and 
serviceable results of "these enterprising and temerarious Americans" go 
to those who "are endowed with a 'safe and sane' spirit of 'watchful wait­
ing,' ,, which is characterised by the saying that "the silent hog eats the 
swill." 

It is only by getting something for nothing that a man achieves such 
success in business affairs that he will command sufficient awe to sit upon 
governing boards. America has been a land of free and abounding re­
sources; that is, in terms of economic theory, "it is the land of the un­
earned increment." Those who were endowed with the retentive grasp, 
and had "the patience or astuteness to place themselves in the way of 
this multifarious flow of the unearned increment" created by technologists, 
inventors, and the bearers of technological know ledge, were given wide 
opportunities. "Putting aside the illusions of public spirit and diligent 
serviceability, sedulously cultivated by the apologists of business, it will 
readily be seen that the great mass of reputably large fortunes in this 
country are of such an origin." In a footnote Veblen declared, much more 
directly than was his custom: "The typical American businessman watches 
the industrial process from ambush, with a view to the seizure of any 
item of value that may be left at loose ends. Business strategy is a strategy 
of 'watchful waiting' at the centre of a web; very alert and adroit, but 
remarkably incompetent in the way of anything that can properly be 
called 'industrial enterprise.' " 

The endeavour of modern business enterprise and that of the higher 
learning are as widely out of touch as possible. The guiding principles of 
the large business enterprise are those of strategic manceuvres, in a game 
of competitive guessing and pecuniary coercion, a game which depends 
for its movement and effect on personal discrepancies of judgment, or 
the fluctuating margin of human miscalculation. But "science has to do 
with the opaquely veracious sequence of cause and effect," dealing with 
the facts of this sequence without the ulterior purpose of business ex-
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pediency. The "astute and invidious character of cunning," indispe~sable 
to the conduct of business affairs, works at cross-purposes with the dis­
passionate animus of scientific inquiry, shaped by the discipline of the 
mechanical industries. 

It is contended by "the spokesmen of content" that the larger business­
men of the governing boards do not interfere with scholarly affairs and 
that the scholarly interests are actually in the hands of scholars headed 
by the president. Such a view overlooks the control exercised through 
the budget and the great appreciation of tangible pecuniary values and 
vendible property by the directors. The board may decide to spend most 
of the funds available in "improving and .decorating its real estate," and 
consequently the staff will be so underpaid that its working capacity is 
reduced, funds will be set aside for future use, or current needs cut down.· 
The intangible, non-pecuniary uses for which a university is established 
"are prima facie imbecile and •.• distasteful to men whose habitual 
occupation is with the acquisition of property." 

From the point of view of the interests of the higher learning and the 
means of the institutions, no reason exists for competition between uni­
versities, but the precedents of competitive business have made competi­
tion a necessity. Competitive publicity, and its maidservant conventional 
observance, or respectability and dissipation, have like advertising serv­
ices no scientific motive and serve no useful purpose. They only divert 
the resources and energies of the university and staff to the greater glory 
and service of the discretionary heads, who have the boyish and make-· 
believe kind of mind typical of business experience. 

Any executive unable to satisfy the pecuniary test of successful busi­
ness is eliminated, just as in modern business enterprise. The executive's 
notable traits of character are an accentuation "of the more commonplace 
frailties of commonplace men." The executives fall into the class of the 
"professional politician of the familiar and more vacant sort." The func­
tion of an executive head of a business concern is to get the better of rival 
concerns and to engross the trade, and consequently "financiering tact'' 
is the prime prerequisite. The captain of erudition must also be a "strong 
man," with the successful businessman's traits of irresponsible and arbi­
trary dominion. He must have the autocratic and arbitrary power of 
hiring and dismissing so that his staff will work with him loyally in 
achieving those pecuniary realities which are gratifying to the governing 
boards. The staff is not to question the executive's policy, for they are 
merely his employees, hired to turn out "certain scheduled vendible re­
sults." A hierarchy of ranks is established, as in commercial business. The 
academic tradition is a drag on the thoroughgoing businesslike organisa­
tion that the captain of erudition aims to achieve. The formalities of the 
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tradition are observed, but the substance is evaded by use of an adroit 
group of servile lieutenants who, like their chief, are expert parliamen· 
tarians, proficient public speakers and administrators, having a "ready 
versatility of convictions and a staunch loyalty to their bread." These 
men are given advanced academic rank, and "so will take a high (puta· 
tive) rank as scholars and scientists." 

V cblen coined the term "philandropist" to describe the executive, and 
added that the captains of erudition are visibly affected by "those char· 
acteristic pathological marks that come of what is conventionally called 
'high living.' " The executive must have a "conspicuously profound con­
viction that all things are working out for good, except for such untoward 
details as do not visibly conduce to the vested advantage of the well-to-do 
businessmen." The need of the president's office is a matter of invention, 
and the office serves no useful purpose today. The ways and means of 
controlling the faculty by the president's office have become so settled 
that they belong under the "category of legal fiction rather than that of 
effectual prevarication." The "misdirected cowardice" of the pecuniary· 
minded captains of erudition, however, not only cripples the higher learn­
ing but also discredits "the executive and his tactics in the esteem of that 
workaday public that does not habitually give tongue over the cups at 
five o'clock." The executive is caught between the necessity of satisfying 
scholarly ends and of satisfying pecuniary principles of visible magnitude, 
bureaucratic control, and vocational education. "It should seem beyond 
reason to expect that a decade of exposure to the exigencies of this high 
office will leave the incumbent still amenable to the dictates of common­
place tolerance and common honesty." When a scholar becomes a direc­
tive head he is in effect "lost to the republic of learning" and, like a 
technical expert who takes financial office, passes to the ranks of business 
enterprise. Even discretionary heads who start with scholarly pretensions 
must succumb to the pecuniary exigencies, on penalty of elimination. In­
deed, executives of this kind are more of an evil than those not so blessed. 
The academic staff will work with better effect "the less effectually its 
members are interfered with and suborned by an enterprising captain of 
erudition." 

The higher learning cannot tolerate autocratic rule, hierarchical grada­
tions, or anything of the spirit and characteristic apparatus of competi­
tive enterprise. It is business ideals which put in the forefront of univer­
sity activities the undergraduate division, with its extra-scholastic traffic 
and its dissipation, exemplified in sports and in the life of a gentleman of 
leisure. The scholastic interest of these students may be said to centre 
~n unearned credits, just as the businessman's interest centres in unearned 
mcome. 
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For the purpose of controlling the great volume of perfunctory hbour 
required of the undergraduate instructor, his work is reduced to standard, 
interchangeable units-"academic bullion." "One line, somewhat nar­
rowly bounded as a speciality, measures the capacity of the common run 
of talented scientists and scholars for first-class work. • • • The alterna­
tive which not unusually goes into effect is amateurish pedantry, with 
the charlatan ever in the near background." Members of the various de­
partments, instead of co-operating, mutually distrust and hinder one an­
other. The conferences of executives are ostensibly for the purpose of re­
ducing inter-academic rivalry, but actually they are means of discussing 
other affairs of joint interest to the guild of executives, such as the "inter­
academic, or inter-executive, blacklist." Following sane competitive prac­
tice, the executive pushes into an increasing number of extra-scholastic · 
fields, with a limited amount of resources, so that the sweatshop system 
or piece-rate plan of wages goes into effect. It is ''bad business" to offer 
a better grade of goods than the market demands, particularly to cus­
tomers who do not know the difference. The result is such great waste, 
inefficiency, and stultification as should humble the pride of scholars and 
cause rejoicing among the captains of erudition. 

Know ledge cannot be bought at a price, any more than can material 
efficiency, but the canons of conspicuous waste inherent in the pecuniary 
culture require that the college be operated as a gentlemen's school. The 
result is that successful athletic coaches are given the highest scholastic 
ranks and salaries, although in point of scholastic attainment it would be 
a stretch of charity to say that such a "professor'' is of "quite a neutral 
composition." The material equipment of the university is handled by 
the directors and executive so that it may create "good will," that is, 
prestige and publicity, just as in corporation finance it is attempted to 
obtain something for nothing by the arts of salesmanship or the illusion 
of serviceability. The plant is laid out not wi!h regard to modern archi­
tecture and the requirements of the academic staff, but for the purposes 
of decorative real estate, which merely curtails the efficiency of the staff. 
The result is a meaningless juxtaposition of details, which "prove noth­
ing in detail and contradict one another in assemblage." This "may sug­
gest reflections on the fitness of housing the quest of truth in an edifice 
of false pretences." But successful men of affairs "find these wasteful, 
ornate, and meretricious edifices a competent expression of their cul­
tural hopes and ambitions." 

Services are required of the academic staff which are extraneous and 
incompatible with the higher learning, services which, however, have a 
business value and are calculated to enhance the prestige and the pe­
cuniary gain of the institution at large, the pecuniary advantage_ of a 
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given clique, or the profit or renown of the director head. In political 
organisations payment for such services is called graft. The domination 
of business values is shown in the choice and promotion in the faculty 
of men of wealth and wealthy contacts. They can strengthen relations 
with the opuleut patrons of learning, and can serve to show the pecuniary 
reputability of the institution as a worthy recipient of funds. The trans­
actions in funds have no reference to creature comforts, but begin and end 
within the circle of pecuniary respectability. It is morally incumbent on 
the staff to engage in such conspicuously expensive amenities as will show 
the collective good repute. In this game of emulation the pace-maker man 
of wealth is invaluable, for he serves to raise the standard of living, which 
is paid for in part out of the salaries of the faculty. 

To elicit the donation of funds there are spectacular ceremonial func­
tions and pageants. These are aimless survivals of the archaic belief in 
magical efficacy, and are also found in the larger business enterprises, such 
as those concerned with the competitive sale of securities and with the 
mature development of retail trade, as seen in their formal openings and 
"shrewdly conceived harangues" before select groups "setting forth the 
alleged history, adventures, and merits, past and future, of the particular 
branch of the trade and the particular house." The academic requirements 
of pomp and circumstance have such results as the necessity of avoiding 
children. Extra-scholastic matters, such as domestic infelicities, will have 
an untoward effect on the university member's fortunes, whereas activi­
ties which give a reputable notoriety, such as addresses before an audience 
of devout and well-to-do women, are of more weight than scholarly activi­
ties. Academic men, it is true, take easily to the ceremonial yoke of ritual 
dissipa~ion, just as technicians fall in with the routine of business sabotage, 
but the fact remains that "without the initiative and countenance of the 
executive head these boyish movements of sentimental spectacularity on 
the-part of the personnel 'Yould come to little, by comparison with what 
actually takes place." _ . 

If the prevailing business principles of quasi-scholarly proficiency and 
propagandist intrigue were free to work out their logical consequence in 
the universities, the result would be the elimination of the pursuit of 
know ledge. But the consummate sweatshop scheme has not been achieved 
because the purpose of the university is still ostensibly scholarship, and if 
this were completely eliminated the business administration would be 
left without anything to administer. Even businesslike university mem­
bers have usually started with scholarly aspirations, and they still har­
bour a feeling that scholarship is higher than official preferment, so long 
as it does not touch their own preferment. They may view "the naive 
children of impulse" with amused compassion, but on the whole kindly 
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and sympathetically, if not with envy. The arbitrary rulers must also pay 
some attention to scholarly achievement; their competitive manreuvres 
must, in a sense, be carried out surreptitiously, disguised as a non­
competitive campaign for the increase of knowledge without fear or 
favour. 1.\Ioreover, distinguished scientists have to be tolerated to a con­
siderable degree, since they have great publicity value, and they' may 
influence the course of events towar~ the scientific bent. But such in­
fluence comes primarily &om the material sciences. 

In the so-called moral and social sciences a "clamorous conformity • • • 
to the conventional prepossessions of respectability, or an edifying and 
incisive rehearsal of commonplaces, will commonly pass • • • for schol­
larly and scientific work." If a member's scholarly activities lead to the , 
possible estrangement of the affections of potential donors, or involve 
anything like overt disloyalty to the executive head, an appeal to the base 
sentiments, by such measures as defaming a man's domestic life, his re­
ligion, or political status, is resorted to. Under modem business prin­
ciples, statements of fact are controlled by the pecuniary end to be 
accomplished, rather than by antecedent circumstances of scholarly accom­
plishment. "Such statements are necessarily of a teleological order." As 
in other competitive business, the facts have in this connexion only a 
strategic value. · 

l\1en are chosen on the basis of their reputation among the unlearned 
wealthy, the superannuated captains of industry who control the mate­
rial welfare of the community, and in the range of the moral sciences 
the estimate of the unlearned is necessarily in the wrong. These sciences 
are concerned with inquiries into the prevailing law and order. "No faith­
ful inquiry into these matters can avoid an air of scepticism as to the sta­
bility ••• of the received articles of institutional furniture. An inquiry 
into the nature and causes, the working and the outcome, of this institu­
tional apparatus will disturb the habitual convictions and preconceptions 
upon which they rest." But a scientist in the realm of institutions can 
secure the businessmen's approval of his scientific capacity "only by ac-

, cepting and confirming current convictions regarding those elements of 
the accepted scheme of life with which his science is occupied." An inquiry 
which violates the prevailing opinion merely stamps the inquiry as "spuri­
ous and dangerously wrong-headed." A sceptical or noncommittal atti­
tude towards the convictions of the well-to-do will be tolerated "only as 
regards the decorative furnishings, not as regards the substance of the 
views arrived at. Some slight play of hazardous phrases about the fringe 
of the institutional fabric may be tolerated by the popular taste, as an 
element of spice, and as indicating a generous and unbiased mind; but in 

1 
such cases the conclusive test of scientific competency and leadership in 
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the popular apprehension is a serene and magniloquent return to the 
orthodox commonplaces, after all such playful excursions. In fact, sub­
stantially nothing but homiletics and wool-gathering will pass popular 
muster as science in this connexion." . 

The reluct~ce of these quasi-scholars to encounter present-day facts 
hand-to-hand or to trace out the causes of current conditions is not due 
merely to their fear of traversing the opinion of the pecuniarily superior 
upon whom they are dependent, for they are free to conduct their in­
quiries as they see fit. But they have been chosen because their intellectual 
horizon is bounded by the same limit that binds the governing boards 
and the president, and thus they express and fortify the preconception of 
the conservative middle class. Mediocrity is requisite for leadership. The 
putative social scientists reach conclusions innocuous to the prevailing sys­
tem of ownership and the distribution of wealth, for their interest is in 
what ought to be done "to conserve those usages and conventions that 
have by habit been imbedded in the received .scheme of use and wont." 
Their leadership serves to stabilise the opinion of the elderly businessmen, 
and their inquiries rest on the archaic canon of expediency and prescriptive 
authority in contrast to the iconoclastic ground of cause and effect and 
genetic sequence. "Such a quasi-science necessarily takes the current situa­
tion for granted as a permanent state of things; to be corrected and brought 
hick into its normal routine in case of aberration, and to be safeguarded 
with apologetic defence at points where it is not working to the satisfac­
tion of all parties." Thus the discipline of the social sciences is "conducive 
to a safe and sane, if not an enthusiastic, acceptance of things as they are, 
without undue curiosity as to why they are such." . 

To the pragmatist, value is synonymous with pecuniary gai~, and good 
citizenship means proficiency in competitive business. Expediency and 
practical considerations have come to mean considerations of pecuniary 
gain, and are useful only for pecuniary purposes. But to ask what is the 
profit of learning is not far different from asking what is the use of a 
baby "as a means of speculative gain." In his more thoughtful moments 
even the most businesslike pragmatist will avow that the pursuit of knowl­
edge, like the material"welfare of mankind, is an end in itself, but in his 
pecuniary traffic his working experience is at cross-purposes with his ideal, 
and "the barbarian animus, habitual to the quest of gain, reverts," and 
the deliberation turns on the usefulness of know ledge, in the business 
system of competitive gain and spending. 

The incursion of pecuniary canons of taste and ideals into academic 
policy is seen at its broadest and baldest in the schools of commerce and 
finance, whatever their designation. Such schools are the appointed keeper 
of the higher business animus. Unlike the technological schools, they 
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need take no cognisance of the achievement of science, and the proficiency 
they inculcate has no serviceability for the community. It is possible to 
organise a school of finance "on lines of scientific inquiry, with the purpose 
of dealing with business enterprise in its various ramifications as subject 
matter of theoretical investigation," but neither the avowed aim nor the 
actual work of these schools is of such a character, except by inadvertence. 
The training given by the American S£hool of "commerce" is detrimental 
to the community's material interests, because the principles which dom­
inate them are the business community's principles of financiering and 
salesmanship. Such training results in "an: enhancement of the candidates' 
proficiency in all the futile ways and means· of salesmanship and 'con­
spiracy in restraint of trade,' together with a heightened incapacity and 
ignorance bearing on such work as is of material use." It is only by a 
euphemistic metaphor that businessmen are conceived to be producers of 
goods. Their gains are only differential, achieved at the expense of the 
community or other businessmen. Increased business efficiency entails a 
net loss on the community at large, for it leads to the businessmen acquir­
ing a grea:ter share of the product and leaving the community poorer by 
that much. A coyege of commerce serves an "emulative purpose only­
individual gain regardless of, or at the cost of, the ·community at large." 
As far as the collective cultural purpose of a university is concerned, it is 
in the same category as a department of athletics, and the support and con­
duct of such schools at the expense of the university's ostensible purposes 
of disinterested learning "is to be construed as a bre3:ch of trust." The 
furtherance of the work of schools of commerce is in the nature of mal-
practice. . · 

Law scbools are also an expression of the higher pecuniary culture. 
Both in the training they give and in their unscierttific character they are 
like the schools of finance and belong to the medieval era. They are, in 
effect, devoted to the training of practitioners in duplicity and to the in­
culcating of the strategy of successful practice, which is not unlike military 
strategy. The less numerous they are and the lower their proficiency the 
better off is the community, through the avoidance of litigation and cost 
of training. Schools of law and commerce and hnance are, in effect, sup- · 
ported by the public against whose interests they are directed. Hitherto, 
however, the colleges of commerce have amounted to no more than 
secondary schools for bank-clerks and travelling salesmen, with a sub-
sidiary department of economics. . 
· The recent establishment of foundations might appear to be a solution 
for the academic defeat, but it is no real solution, for these institutions 
serve only the end of research and take no cognisance of the indispensable 
correlate function of teaching. Should they turn to teac~ing, "the dry rot 
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of business principles and competitive gentility" would consume their 
tissues, too, as it has that of the universities. \Vithout the give and take 
between teachers and students it is only in exceptional if not erratic cases 
that it is possible to avoid "the blunting of that intellectual initiative 
that makes the creative scientist., The foundations breed no new scientists, 
and consequently, when the academic sources fail them, as they must 
with the increasingly efficient application of business principles in the 
universities, they will have no other alternative than the same sands of 
"intellectual quietism., 

All that is required in the interests of the higher learning is the aboli­
tion of the academic executive and the governing board. "Anything short 
of this heroic remedy is bound to fail, because the evils sought to be 
remedied are inherent in these organs, and intrinsic to their functioning." 
Objections to decentralisation are based on the "unreasoning faith" in the 
"pecuniary efficiency of large capital, authoritative control, and devious 
methods in modern business enterprise." With the methods and organisa­
tion of the trust as the ideal, there is a steady process of annexation and 
innovation, such as summer schools, extension, correspondence, and sew­
ing schools. The dissolution of the trust would do away with the intangi­
ble element of prestige and magnitude, and also with the necessity for 
the office of the present-day academic executive. The decentralised units 
would require little control and administration. They would operate on 
the form of a democracy instead of an autocracy, and there would be that 
necessary personal communion and contact between student and teacher. 
The graduate school, having been freed of the drag of the undergraduate 
school and the vocational school, "should come into action as a shelter 
where the surviving remnants of scholars and scientists might pursue 
their several lines of adventure, in teaching and inquiry" free from the 
disturbance of the academic executive and governing board "who clamour 
for the greater glory" of funded wealth. · 

The socialists viewed the book as another example of Veblen's irony 
and praised it. TheN ew York Call reviewer said that "there is no higher 
learning in America be~use there is only one Veblen., The liberals ex­
pressed the opinion that this was the profoundest and most important 
study yet made of the subject, but they read it literally and made criticisms 
which doubtless Veblen knew of before he wrote the book. Harold Laski, 
in reviewing it in The New Republic, declared that Veblen was unques­
tionably right in his criticisms of schools of journalism and commerce, 
but unquestionably wrong in his criticisms of the normal graduate school 
and law school. The great danger of Veblen's plan was that it would 
lead to professors establishing a closed society. In a review article in 
The Dial, entitled "The Hire Learning," Beard called attention to the 
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same danger, and said that, if control did not rest with the financier, it · 
would rest with a board of aldermen. In such a choice the "busily and 
heavily preoccupied benevolent despot" is preferable. Likewise, if an 
industrial democracy should eliminate or cut in half the income yield of 
the investments of such a university as Veblen proposed, "could that 
democracy expect a cold and passionless judgment from the professor of 
political economy?" . 

Brander Matthews of the department of English at Columbia wrote 
a review of the book for TheN ew York Times in which he spent most of 
his space in criticising Veblen's grammar and rhetoric. "So frequent and 
so flagrant are Mr. Veblen's violations of accepted usage that I was moved 
to look him up in Who's Who, and I was astonished to learn ••• that 
he is not only a college graduate but that he is even a doctor of philosophy. 
It is evident enough th~t Mr. Veblen does not write cleanly because he 
does not think clearly." Veblen not only arrogantly assumes the right to 
look down upon the rest of mankind, but he discloses "absolute ignorance 
of the institution he has taken for his topic," and the book "is unusual in 
its bad manners and perhaps, I should say, in its bad morals. There is a 
discourtesy very close to dishonesty in slandering by insinuation. The 
man who comes straight at us with a bowie knife in his hand may be 
dangerous, but he is not despicable, like the creature who comes up 
stealthily with a stiletto to deal a stab in the back." A writer in The New 
Republic who used to pseudonym "Salann," and who may have been 
Hackett, declared it was unfortunate that The_ Times had not chosen 
someone among the solid old-line professors to attack the book instead 
of a "popgun" like Brander Matthews. "Professor Matthews' discour­
tesy, it is clear, is of a different order. But isn't there something in the 
product of Professor Veblen's long and bitter experience as a teacher be­
sides these horrible limitations? Can he be disposed of by this simple· 
method of shrill abuse? Thorstein Veblen stands above this kind of attack, 
but it is too typical of the degenerate condition of criticism in academic 
America. For years Veblen has been one of the most salient social critics in 
America, yet instead of living in an atmosphere of healthy recognition he 
has been a pilgrim in the wilderness trailed by a bunch of over-heated ad­
mirers. His style is beyond doubt one result of his experience. It is a cactus 
style. But healthy recognition would have done a great deal to change that. 
\Vhen one thinks of the prompt recognition that is granted to the shrewdly 
compliant professor, and the cold dubiety that greets a subversive critic 
like Veblen, the sickening atmosphere of professorial cowardice is un­
mistakable. To this patent fact Professor Matthews pays no attention. 
He is content to complain that Veblen is ungrammatical and obscure. 
More correct and more suave Veblen could surely be, yet suavity is not 
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everything. There is, after all, the impeccable suavity of the pimp." 
Although Th6 Higher Learning in America contains some of the 

clearest expressions of Veblen's conception of modern business enterprise 
and modern capital, the book dropped quickly into obscurity, largely, per­
haps, because the war and post-war problems were the paramount interests 
of the day. 

In the meanwhile, Helen Maret thought that The Dial should begin 
emphasising the importance of organising economic activity in times of 
peace with the unified machinery that the war had brought into action. 
Horace Kallen suggested that Veblen's services be obtained. Miss Maret 
found that both Dewey and Veblen were ready to lend their support to a 
reconstruction policy based on the realities of productive capacity. A board 
was to be formed and Veblen was to settle in New York. 



CHAPTER XXI 

r 
the issue of The Dial for June 6, 1918, the announcement was 

made that with its removal to New York the magazine "has de­
ermined to extend the editorial policy to include, in addition to 

the present literary features, discussion of internationalism and a 
programme of reconstruction in industry and education." The editors 
were to be John Dewey, Thorstein Veblen, Helen Marot, and George 
Donlin. The associate editors were to be Clarence Britten, Harold Steams, 
Randolph Bourne, and Scofield Thayer. Veblen was to contribute "articles 
dealing with economic and industrial reconstruction," and the magazine 
was referred to as the "Veblenian Dial." The journal which Ralph Waldo 
Emerson had founded had now as a star contributor a man whose entire 
work was directed towards undermining the Emersonian pragmatic phi­
losophy. 

In the fall of 1918 Veblen and his family arrived in New York and 
presented themselves to Leon Ardzrooni, who was teaching at Columbia 
University. From that time Ardzrooni became Veblen's ftdus Achates. 
He settled the arrangements with The Dial for Veblen's services, and it 
was agreed that Veblen would receive $2 500 for one year and would write 
when and how much he chose. Veblen, although present at the meeting, 
did not say a word, but after it was ended he turned to Ardzrooni and 
said he did not think he was really worth twenty-five cents. 

Not long after Veblen's arrival in New York, his wife began having 
delusions that he was being persecuted. She suffered a nervous break­
down and had to be removed to a sanitarium. The stepchildren were sent 
to the Stewarts at Amherst. Ardzrooni handled these matters, and Veb­
len became more helpless than before. Late in 1918 it was necessary for 
Ardzrooni to return to his raisin vineyard in California, but someone 
had to take care of Veblen. He telegraphed Lubin to come to New York. 
Lubin was then working in Washington under Mitchell on the War 
Industries Board, and Mitchell told Lubin that he could take his work 
to New York and look after Veblen. 

The interest of The Dial editors in advanced social philosophy did not 
diminish their belief in the ordinary canons of literary style and journal­
ism. They asked Veblen to limit his articles to 1000 words, but Veblen 
said that it took him that much space to get started. His characteristic 
literary style exasperated the editors. Miss Maret says that Veblen "gave 
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meticulous care to every article he wrote and charged me with the pleasant 
task of seeing that no punctuation mark was ever omitted or changed after 
it had left his hands. I always enjoyed the tussles which ensued in the 
office with the literary editors who considered these articles of Veblen 
impossible journalism. But only once did they ever have the opportunity 
to delete and change the text. It was a first and last time. Veblen would 
not stand for it." This incident seems to have been the one later described 
by Lewis Mumford, then also on The Dial. "Veblen had characterised 
Samuel Gompers as the sexton beetle cf the American labour movement. 
In preparing the MSS. for the printer, one of the editors had automatically 
changed this over to sexton beadle, in order to make sense. Veblen was 
furious: his white ashen face was more ashen than ever with anger­
such anger as seemed especially terrible in the mild and reticent person 
that Veblen always was. He wanted to know if the unknown dunder­
head who had mutilated his copy did not realise that a sexton beetle was 
an insect that spent its life in storing up and covering over dead things? 
Besides, there was an overtone in the allusion: Gompers looked more like 
a beetle." 1 

"As the office predicted," writes Miss Marot, "the public would not 
stand for Veblen to the extent of supporting a magazine weighted with 
such portentous material. The point of difference was clear-should The 
Dial continue or should Veblen be published while we had the chance. 
The continuation of The Dial was to me unimportant in comparison to 
the publication of his articles, charged as they were for those few who 
read them with creative and revolutionary import." 

The ·editorial page of the October I9, I918, issue of the magazine 
announced that Veblen, along with Dewey and Miss Maret, were "In 
Charge of the Reconstruction Programme." Later the title of the editorial 
page was changed to "The Old Order and the New," a name which 
Veblen is supposed to have suggested. With the October I 9 issue Veblen 
began a series of papers on "The Modern Point of View and the New 
Order." They ran until January 25, 1919, and in March were published 
in book form, under the title, The Vested Interests and the State of the 
Industrial Arts. Thus there is apparent in Veblen's usage a rough parallel 
between the "modern point of view" and the "vested interests," and 
between the "new order'' and the "state of the industrial arts." In the 
preface Veblen said that "in point of scope and logical content this dis­
cussion resumes the argument of a course of lectures before students in 
Amherst College in May 19 I 8." Hamilton says that some of the chapters 
were elaborated by the introduction of new material, but the remaining 
parts were scarcely changed for publication either in The Dial or in the 



AND HIS AMERICA . 413 

book. The book, however, is rather more than a mere resume of the argu­
ment presented at Amherst. 

Before the series was half £nished, the war ended, and negotiations 
for peace and a league of nations were begun. These changes and events 
furnished new terms of contrast for Veblen. He changed his mind about 
Bolshevism, and began now to use this, as he had machine technology, 
as a term of contrast to the prevailing control by corporate magnates and 
corporate capital. 

The entire series of articles, which was actually an inquiry into "the 
nature and uses of the vested interests,". was concerned, like his other 
works, with modern capital and with the modern leisure-class gentleman. 
in the guise of the pecuniary magnate. But Veblen's method of stating 
the consequences of modern business enterprise as if they were conscious 
motives of the pecuniary magnates, led him at times to be somewhat care­
less in his use of language, and the book lacks the precision of The Theory 
of the Leisure Class. It betrays a new tone in keeping with a literary 
journal rather than with a professional periodical, and indicates that Veb­
len was attempting to break away from the involved apparatus which had 
become the master of his style and thought instead of his creature. 

"The more matter-of-fact the frame of mind of the common man" 
the narrower appears to be the margin of tolerance for the prevailing 
institutions of law and order, for the prevailing imponderables or make­
believe. A scheme of institutions centring on property rights may have 
worked passably well in the eighteenth century, but Adam Smith never 
foresaw the modern use of credit and corporation £nance for the collec­
tive control of the labour market and the goods market, usages which 
are the outgrowth of the principle of property under machine technology, 
and which are hard to distinguish from that unfair combination between 
masters for the exploitation of their workmen which was denounced by 
him. For those habituated to the modern point of view it is difficult to 
appreciate the "larcenous use of the national establishment" in protecting 
investments and abetting the characteristically modern business practices. 
This is actually in the nature of a protective tariff for the bene£t of the 
vested interests at the expense of the community. 

A mutation in the state of the industrial arts has taken place, and today 
the place of the personal employer-owner "is £lied by a list of corporation 
securities and a staff of corporation officials and employees who exercise 
a limited discretion." In other words ownership has become impersonal, 
taking the shape of an absentee ownership by anonymous corporate capi­
tal, and in the ordinary management of corporate capital the greater 
proportion of the owners have no voice. Ownership of capital is today in 
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effect a claim on the earning capacity of the corporation, and constitutes 
a liability of industry, an anonymous pensioner living on its product. Of 
course the "reasonably skilful economist-any certified accountant of 
economic theory"-still believes that capital is a physical magnitude used 
in the production of goods. The efficiency of industry is conditioned by the 
state of the industrial arts, which is a joint product of the working com­
munity, but the "investors, owners, kept classes, or whatever designation 
is preferred" characteristically possess little if any of this technological 
knowledge. This joint stock is the "substance of the community's civilisa­
tion on the industrial side," and "constitutes the substantial core of that 
civilisation." It is not as intelligent persons, but only as large owners of 
material ways and means, as vested interests, that those who possess the 
discretionary control of industry are able to secure that part of the product 
not taken by costs, which include subsistence and replacement of equip-
ment. · 

Unrestricted property rights, which are presumed by the obsolete 
metaphysics to give the common man equality of opportunity, actually, 
under the new circumstances of industry, promise "to be nothing better 
than a means of assured defeat and vexation for the common man." Under 
the modern corporate practice of investment and credit over one-half of 
the net product of the country's industry goes to those persons in whom 
the existing state of law and custom vests a plenary power to hinder pro­
duction. These are the possessors of the intangible assets, which "represent 
a 'conscientious withdrawal of efficiency,'" and upon which modern busi­
ness enterprise rests. The community loses more, however, than these 
vested interests gain, since production must be hindered in order to achieve 
the gain. Today (October 1918), under the bitter shame of need and 
surveillance by government authorities, the production may approach 
fifty percent of normal capacity. That it does not exceed fifty percent, even 
under the present emergency, is due to the fact that the jealous public 
officers are capable businessmen with a frame of mind native to the count­
ing house. "They still find it reasonable to avoid any derangement of 
those vested interests that live on this margin of intangible assets that 
represents capitalised withdrawal of efficiency." Industry is too productive 
for the reasonable profits of the beneficiaries or kept classes, and reasonable 
profits are all the traffic can bear. In describing the effect of modern capital 
on the industrial community Veblen uses the same quotation from John 
Stuart Mill that he had used in The Theory of the Leisure Class to de­
scribe the effect on the working community of the increasing pecuniary 
standard of living: "Hitherto it is questionable if all the mechanical in­
ventions yet made have lightened the day's toil of any human being." 

In view of the delicate and comprehensive character of the modern in-
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dustrial process it would seem reasonable that "its control would be en­
trusted to men experienced in the ways and means of technology, men 
who are in the habit of thinking about these matters in such terms as 
are intelligible to the engineers," but by historical necessity, by virtue of 
the eighteenth-century point of view in a twentieth-century scheme of 
industry, the control vests in the captain of finance, "the master of the 
financial intrigue." Meanwhile the system grows unmanageable by busi­
ness methods, that is, with every successive move this discretionary control 
of the vested interests "grows wider, more arbitrary, and more incompati­
ble with the common good." Business en.terprise in the narrower sense, 
in the sense of corporation finance, is occupied with obstruction, friction, 
and retardation of the industrial process, since it consists in holding out 
for a better price, or in withholding necessary information. In discussing · 
these competitive manreuvres of corporate financiers Veblen declared, 
"it has been rumoured that one of the usual incentives which drew the 
patriotic one-dollar-a-year men from their usual occupations . • • was 
the chance of controlling information by means of which to 'put it over' 
their business rivals." · 

Businessmen claim that they are resourceful at every readjustment, 
and full of initiative and enterprise, but they also assert that the "ordinary . 
and normal processes of private initiative will not, however, provide im­
mediate employment for all of the men of our r:eturning armies.n This 
amounts to saying that the largest net return in terms of price cannot be 
had by full capacity, even though the community may be suffering priva­
tion and want. The result of business management in America has been, 
on the whole, a fairly high level of prosperity. This has been due, first, 
to the great natural resources and, second, to the growth and spread of 
population. The legalised seizure and rapid exhaustion of the resources 
has been profitable to business, but it has impoverished the underlying 
community. The growth of population has furnished businessmen with 
an expanding market for goods and a copious supply of labour. "Hence 
the American businessmen have been in the fortunate position of not hav­
ing to curtail the output of industry harshly and persistently at all points," , 
but always there has been a very appreciable amount of unemployment, . 
idle plant, and waste of resources. The free income resulting from the 
strategic interference with the material welfare is an intangible asset, 
a vested interest, and is duly capitalised and held legitimate under the 
prevailing law and order. To such effect have commonly been the findings 
of courts and boards of inquiry, of Public Utility Commissions, and of 
such bodies as the Interstate Commerce Commission, the Federal Trade 
Commission, the public price-fixing and production-restricting bodies, and 
also, in certain decisions and ·recommendations, the War Labor. Board. 
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The result is that in a successful corporation the fair value, the market 
value, of its vendible securities always considerably exceeds the total 
value of the underlying industrial equipment and resources. A corpora­
tion which has no vested interest is one on the edge of bankruptcy. 

In such typical concerns as the United States Steel Corporation and 
similar organisations in· ~he oil industry, the material equipment is the 
least valuable of the assets. The intangible assets of capitalised free in­
come, of monopoly privilege, amount to several times the total value of 
the material assets which underlie them, and such gains in capitalisation, 
the normal gains of corporate magnates, are of no interest to the com­
munity except as an overhead charge on its production and production 
capacity. The coalition of ownership involved in a modern corporation 
such as a holding company is in effect a conspiracy in restraint of trade, 
and so frequently does this restriction enhance prices and increase unem­
ployment that there is a popular belief that such "is the logical aim and 
outcome of any successful manreuvre of the ·kind." The new and large 
business concern is in a position to make its own terms with the work­
ingman, and its principle here as elsewhere is all the traffic can bear, charg­
ing what will yield the largest net profit in terms of price. 

The question arises as to why these powerful concerns do not exercise 
their autocratic power to drive the industrial system at full capacity and 
expropriate the additional gain over the present restricted capacity. The 
answer is that the vested interests are bound by the limitation of the price 
system. They seek net profits in terms of price, not in terms of goods. The 
vested rights are carried as overhead charges to be met in terms of price, 
that is pecuniary gain, and this does not allow an increase of net production 
regardless of price. "The free income • • . goes to support the well-to-do 
investors, who are for this reason called the kept classes," and their keep 
"consists in an indefinitely extensible consumption of superfluities." 

The chapter that follows this discussion of "The Vested Interests" is 
entitled "The Divine Right of Nations," and this juxtaposition suggests 
that the vested interests and the divine right of nations are manifestations 
of the same spirit. Indeed Veblen declares that there is an evident re­
semblance and kinship between the vested interests of business and the 
sovereign rights of nations. 

The war was the outgrowth of the modern point of view embodied 
in free contract. Now there is a move to restrict the inalienable right of self­
help on the part of nations, and the demagogues are alarmed at the danger 
threatening the national sovereignty, just as the vested interests are 
alarmed at the danger to the sacred rights of property. But no statesman 
has been audacious enough to lay profane hands on the divine, irresponsible 
right of nations to seek their own advantage at the cost of the rest "by 
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such means as the rule of reason shall decide to be permissible." The prob­
lem is merely one of provisionally disallowing "all insufferable superfluity 
of naughtiness," just as within the nation statesmen have set about tenta­
tively protecting "the free income of the less vested interests against the · 
unseasonable rapacity of the greater ones." All the while the underlying 
community is left as a free field for the vested.· interests, big and small • 

. Under modern technology, as the war has shown, a. great power in ex­
ercising its inalienable rights of self-determinati.on will suppress any 
smaller power that gets in the way. The ancient system of remedial adjust­
ment after the event, of balance of powers· and court litigation, may have 
the support of ripe statesmen and of over-ripe captains of finance, but it is, 
futile under the dominion of the comprehensive, delicate machine system. 
It is safety first or none, and the onward movement of the machine system 
is making obsolete the scheme of things represented by captains of finance, 
vested interests, and remedial diplomats. 

Under modern technology, since the ownership of property in suf­
ficiently large blocks will control the country's industrial system for the 
private income of the kept classes, the natural right of property operates 
in the same way as the divine inscrutable right of nations, or the irresponsi­
ble right of the strong monarch, so far as the common man in the os­
tensibly democratic countries is concerned. In the democratic common­
wealth, however, "the common man has to be managed rather than driven 
-except for minor groups of common men who live on the lower-common 
levels, and except for tecurrent periods of legislative hysteria and judiciary 
blind-staggers." Chicanery takes the place of corporal punishment. "Im­
perial England is • • • a milder-mannered stepmother than Imperial 
Germany." The common man in America knows, of course, that the 
profits of business go only to the businessmen, the vested interests, but 
he still has the hallucination that any unearned income going to the vested 
interests whose central office is in New Jersey is inscrutably paid to him, 
and that the gain of the vested interests domiciled in Canada are a net 
loss to him. 

Anyone not bound by the superstitions of the price system knows that 
such measures as the protective tariff are an obstruction of industry insofar 
as they are effective, and that, like other forms of business sabotage, they · 
cost the community more than the vested interests gain. It has been argued 
by protectionists, with some reason, that the more reasonable tariffs have 
been more damaging to industry than the most imbecile. This is true, be­
cause industry waits on profits, and business prosperity is the only manner 
of prosperity known or provided for among civilised nations. A protective 
tariff is only an alternative method of business sabotage, of making busi­
ness profitable by restricting production. As long as investment controls 
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industry, the community welfare is bound up with the prosperity of busi­
ness, and modC!n business cannot allow full productive capacity on pain 
of inability to meet fixed charges and collapse of the entire business struc­
ture, as in periods of so-called overproduction. '\Vaste is essential for busi­
ness prosperity, and the nation, like the discretionary businessman, has a 
divine right to use its irresponsible discretion to cripple the effective use 
of the common stock of knowledge. But the cost of these gains to the 
vested interests is paid for in the goods and blood of the common man, 
who swells with pride at the increase of the pecuniary magnitudes of the 
captains. 

In the problem of self-determination for small nations and oppressed 
nationalities the elder statesmen will not allow these adventurous pilgrims 
of hope to go about their own business in their own way, any more than 
the courts will allow the I.W.W. to go their own way. These new estab­
lishments must be organised on the good old plan of competitive units, 
with protection to vested interest and property, on the Balkan plan of 
embryo imperialism. In The Nature of Peace Veblen had described the 
typical Balkan state as the land of the double-cross. In subject lands the 
common man, hard ridden by vested interests, thinks that if the people be­
come a nation their life may be easier. But the common man in Rumania 
or imperial Japan is doubtless worse off in point of hard usage than he 
is in Ireland, subject to England. Nevertheless, in subject lands, in the 
absence of the apparatus of "managerial sabotage," of national establish­
ments working at cross-purposes, "substantially the same results would 
have to be got at by the less seemly means of a furtive conspiracy in re­
straint of trade among the vested interests." But there is an increas­
ingly evident cleavage of interest between industry and business, or 
between production and ownership, or between tangible performance and 
free income, and thus a matter-of-fact project of reconstruction "will 
be likely .materially to revise outstanding credit obligations, including 
corporation securities," or perhaps even bluntly to disallow these claims 
to free income upon which modern enterprise rests through managerial 
sabotage. This shift in ground from vested interest to tangible performance 
might be deplored by captains of finance, but the destruction of wealth 
would directly touch only the value of the securities, not the material ob­
jects covered by the securities. Such a cancellation of ownership would 
cancel the fixed overhead charges resting on industrial enterprise, and 
thus further production by that much. 

In the _last chapter, "The Vested Interests and the Common Man," 
Veblen declared that today, under corporation finance and machine tech­
nology, the population is divided into two classes, the common man and 
those who own wealth in large holdings and thereby control the condi-
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tions of life for the common man. It is a division between the vested in­
terests and the working community. Those who do not own wealth 
enough to count belong in the category of the common man. It is his lot 
not to be vested with a prescriptive right to get something for nothing 
through controlling the traffic at one point or another, and this will in­
creasingly be his lot as long as the modern point of view rules industry. 
The "distinguishing mark of the common man is that he is helpless within 
the rules of the game as it is played in the twentieth century .under th~ 
enlightened principles of the eighteenth century." But he allies himself 
with his superiors, the kept classes of large invested wealth. The officers 
of the A.F. of L. are in the category of kept classes, and the rank and 
file, although they are not visibly endowed with a free income, feel that 
under the existing system they gain a little more by not throwing in their 
lot with the undistinguished common man. In other words, they have a · 
vested interest in a narrow margin of preference over the lot of the com­
mon man; but it is obtained by the businesslike method of sabotage and 
restriction of output. Their conditions of life, man for man, are not dis­
tinguishable from the common lot, and the spirit of vested interest which 
animates them is an aimless survival. 

Likewise the farmer, who is typical also of the small businessman, still . 
thinks he is independent, but his property, by the impersonal working of 
the price system, is in the discretion of those massive vested interests that 
move obscurely in the background, buying cheap and selling dear. Actually 
the farmer has ceased to be a self-directing agent, and "the conditions of 
life should throw the American farmer in with the common man who has 
substantially nothing to lose, beyond what the vested interests of business 
can always take over at their own discretion and in their own good time." 
The reason the farmer has been led to ally himself with the vested in­
terests is that he also is the owner of speculative real estate, and expects 
to get something for nothing in the unearned increase of land value. But 
he overlooks the fact that the future increase of land value is already dis­
counted in the price of land. As all those know who are informed, holdings 
in the typical American farming region are overcapitalised; that is, their 
current market value· is greater than the capitalised value of the income 
to be derived from their current use as farmlands. In fact the farmer, 
judged as a "going concern," is an example of negative intangible assets. 
He is caught in the new order, but does not belong to that order of modern 
business enterprise characterised by the pecuniary magnates, "in which 
earning capacity habitually outruns the capitalised value of the underlying 
physical property." 

The mechanistic logic of the mechanical industries and of material 
science leads to a rating of men and things in terms of tangible perform-
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ance instead of legal usage, and to a disallowance of the rights and thus 
the incomes of ownership, whether in the form of tangible or of in­
tangible assets.' But the cleavage thus being achieved by the new order 
of industry and businessmen has not yet fallen into clear lines. The com­
mon man does not know himself as such, since he has not emancipated 
himself from the American tradition. The farmer, workman', consumer, 
the common man, still makes believe that he has vested interests at stake 
in maintaining the modern point of view in behalf of the massive interests 
moving obscurely in the background. These massive interests have law 
and order on their side, but the common man cannot effectively take 
his part without getting on the wrong side of law and order. 

Under the stabilised principles of the eighteenth century the investor 
is a producer, but according to the mechanistic calculus "brought into 
bearing by the mechanical industry, and material science," this rating is 
"palpable nonsense." "The peculiar moral arid intellectual bent" which 
marks the I.W.W. "as undesirable citizens" to be repressed runs closer 
"to that of the common man than the corresponding bent of the law­
abiding beneficiaries under the existing system." The dread word, Syndi­
calism, is "quite properly unintelligible to the kept classes and the adepts 
of corporation finance," but the notion of it is easily assimilated by these 
others in whom the discipline of the new order has begun to displace the 
archaic preconception. The agrarian syndicalists, in the shape of the non­
Partisan League, are, for the vested interests, passing the limits of tol­
erance. "It is not that these and their like are ready with 'a satisfactory 
constructive programme' such as the people of the uplift require to be 
shown before they will believe that things are due to change." But they 
represent a development that is very familiar in history, the situation that 
arises when established principles do not fit material requirements. To 
these untidy creatures of the new order common honesty appears to 
mean vaguely something more exacting than pecuniary freedom of con­
tract. "And why should it not?" 

After the series was finished, but before the book was published, Veb­
len restated the argument in an article in The Dial under the title "Bol­
shevism Is a Menace-to Whom?" Bolshevism, which has become for 
Veblen another name for the industrial republic, aims to carry democracy 
and majority rule into the domain of industry, and is a menace to property 
and business, to the vested interests in contrast to the common man. Con­
sequently the elder statesmen, being faithful to their bread, are taking 
measures to safeguard the common man against infection. "The Bol­
shevist scheme of ideas comes easy to the common man," since it simply 
requires him to unlearn older preconceptions that no longer have the sup­
port of the material exigencies necessary for his survival. The training 
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of a mechanically organised community works at cross-purposes with the 
prescriptive rights of ownership, and makes it easy to deny the validity 
of these rights as soon as there is sufficient provocation. Business traffic 
gives support to the right of ownership, but business traffic is not the tone­
giving factor in the life of the common man. Out of this eyer-increasing 
division of material interests arises an unreserved recourse to force, and 
the consequence of the righteous opposition, intrigue, and obstruction of 
the vested interests of property has been strife, disorder, privation, and 
bloodshed, with an evil prospect ahead. 

Despite the accounts of the Associated .Press, which is described as· an 
instrument for the maintenance of big business, the Soviet regime see~~ 
to have done very well. Cut off from supplies abroad, the Russians 
have been able to maintain themselves and their transportation system · 
successfully against their enemies. This, like the war experience of Amer­
ica, demonstrates the fact that a disallowance of private gain makes for 
heightened efficiency, in spite of the blunders and confusion incident to 
taking over industry. Those who seem to be suffering famine in Russia 
are the superfluous businessmen, who are undesirable citizens to the 
Bolshevist, but are most desirable in the American scheme, as exempli­
fied by the country town, in which nine-tenths of the population is useless, 
but whose reasonable profits are safeguarded. Even if food were plenti­
ful, the Bolshevist might deprive the vested interests of food, on a cool 
calculation of military necessity, since these undesirable citizens, kept 
classes who consume without producing, can be counted on to intrigue 
against the administration and obstruct its operation wherever opportunity 
offers. By a "roundabout process of production," by sophistication in 
pecuniary solidarity, the common man may believe that Bolshevism is . 
a menace to him, and thus he pays in lost labour, anxiety, privation, and 
blood for the maintenance of the Russian investments of the bankers and 
vested interests in general. From the matter-of-fact point of view, "The 
Bolshevik is the common man who has faced the question: What do I 
stand to lose? and has come away with the answer: Nothing." . 

In reviewing The Vested Interests and the State of the Industrial 
Arts for The Dial, Veblen's friend Robert L. Duffus said: "In a less 
dangerous field of inquiry work comparable with that of Thorstein 
Veblen would win recognition as the beginning of an important new 
school. It is only because most of us are too deeply a part of our own 
institutions to be able to consider them scientifically" that Veblen's books 
have not won him "a formal place in the front rank of contemporary 
thinkers and prophets. The so-called difficulty of Veblen's style has noth­
ing to do with the scant recognition that the Brahmins have accorded him. 
He is as easy to read as any man with as much to say." The New York 
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C~Jll said: "There is none like [Veblen], and in this book he m;intains 
his prestige as intellectual iconoclast untarnished." The effe~tivcness of 
his method is questionable, however. "If Eugene Debs had spoken at 
Canton with that philosophic aloofness and subtle sarcasm which Thor­
stein Veblen employs so gracefully," the government agents could not 
possibly have understood him and he would not be in prison, "but at the 
same time, his audience would have been composed of no more than two 
or three dozen intellectual liberals and radicals." The New York Times 
reviewer said that the book would be appreciated by those who like to 
think that an elimination of the vested interests would be the one great 
boon. "It is well written from that point of view, which is held by so 
many that it is time to make a stand against the defiance of experience." 

Veblen's for~er students and sympathisers were not pleased. A former 
Missouri student who held a high government post wrote Veblen that 
The Dial articles were giving people the misleading idea that he was 
radical. In general this group felt that Veblen was not at his best in 
such essays and that the agitator and phrase maker was taking precedence 
over the thinker. Their attitude was clearly expressed by Hamilton in a 
review in The New Repuhlic entitled "Veblenian Common Sense": 
"Those who regard Veblen as an acute critic of modern industrial society, 
but who, like Veblen himself, are no Veblenians, will get more of psychic 
income than of intellectual ammunition from the volume." Veblen should 
return to the work he did when he was a "certified economist." Readers 
of this popularly written book will take over its phrases, but in a good 
many cases they are quite imponderable when analysed. Apropos of the 
misund~rstanding to which Veblen's books were subject Hamilton re­
marked that "the opinion of a German committee on responsibility for 
the war that Veblen's pen persuaded the capitalists of the Allied nations 
to attack Germany rests upon inadequate documentary evidence." 

Veblen's prestige in the world of letters had considerably increased. 
Randolph Bourne in a Dial review of Meredith Nicholson's Valley of 
Democracy, which berated the farmers for their restlessness and sedition, 
called attention to Veblen's discussion of the country town in Imperial 
Germany. "Town, in the traditional American scheme of things, is shown 
charging Country all the traffic will bear." Reading Valley of Democracy 
in con junction with Veblen's discussion "is to experience one of the most 
piquant intellectual adventures granted to the current mind." Maxwell 
Anderson in a letter to The Dial said: "I once asked a friend if he had 
read The Theory of the Leisure Class. 'Why, no,' he retorted, 'why 
should H All my friends have read it. It permeates the atmosphere in 
which I live.'" A professor of biology at Amherst, "Tip" Tyler, who 
was an old-fashioned, genially sceptical New England scholar and a 
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great reader of Veblen, partly because of Stewart's influence, used to 
insist in conversation with other faculty members that the requirement 
of Latin and Greek be dropped, and Veblen substituted. "It will give the . 
same disciplinary values, especially in translation into English, and the 
student is likely to get something very much worth while for his terrible 
bother." Virgil Jordan has said that "it might not be very inaccurate to 
call Veblen, the Freud of economics," for his work "was the first to 
point out the influence of certain psychological forces in the malad just­
ments of industry and in the economic attitudes of certain classes, and 
to glimpse the influence of what might be called an economic libido." 2 

In 1919 Mencken wrote an essay on Veblen in the magazine Smart 
Set, which was later republished in his first Prejudices. Until 1917, said 
Mencken, Professor Dewey was the great thinker in the eyes of the re­
spectable literary weeklies, a role he had fallen into aft~r the death of 
William James. "Then, overnight, the upspringing of the intellectual 
soviets, the headlong assault upon all the old axioms of pedagogical 
speculation, the nihilistic dethronement of Prof. Dewey-and rah, rah, . 
rah for Professor Dr. Thorstein VeblenP' · 

"In a few months-almost it seemed a few days-he was all over The 
Nat ion, The Dial, The New Republic and the rest of them, and his books 
and pamphlets began to pour from the presses, and the newspapers re­
ported his every wink and whisper," and "everyone of intellectual pre­
tensions read his works. Veblenism was shining in full brilliance. There 
were Veblenists, Veblen clubs, Veblen remedies for all the sorrows of 
the world. There were even, in Chicago, Veblen Girls-perhaps Gibson 
Girls grown middle-aged and despairing." But Veblen's domination is 
declining now, largely because a reader of Veblen "has to struggle with 
what is not only intolerably bad writing, but also loose, flabby, cock­
sure, and preposterous thinking." As an example of such thinking 
Mencken cited Veblen's assertion in The Theory of the Leisure Class 
that cows are not kept on one's lawn because "to the average popular ap­
prehension a heard of cattle so pointedly suggests thrift and usefulness 
that their presence . . . would be intolerably cheap." "Has the genial 
professor, pondering his great problems," askedMencken, "ever taken a 
walk in the country? And has he, in the course of that walk, ever crossed 
a pasture inhabited by a cow? And has he, making that crossing, ever 
passed astern of the cow herself? And has he, thus passing astern, ever 
stepped carelessly, and-" After the essay appeared, Veblen remarked 
to Lubin: "Now I am an agricultural economist." 

A number of people were alienated from Veblen because . of his ap­
parent inability to carry on a conversation. Distinguished economists from 
abroad, such as R.H. Tawney, came to see him; industrial experts would 
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visit him at his invitation, but he would have nothing to say. The visitors 
thought he was adopting the pose of a god, but after his guests departed 
Veblen always bitterly regretted his inability to find anything to say. His 
protective mechanism of silence had become his master. Often, however, 
he asked questions in order to avoid being questioned. Once Davenport 
asked if a certain professor had Jewish blood, and Veblen answered that 
the man was one-fourth Jewish. "How do you know?" asked Davenport. 
"Well," replied Veblen, "I had lunch with him, the other day, and if 
I had not asked questions, he would have." 

Some of Veblen's friends considered his helplessness not entirely ex­
cusable. He and his stepchildren stayed much of the time at the Stewart 
home in Amherst, and his whims were not easy to live with. The step­
children had to take especial care not to disturb him, and they were re­
quired to rise very early in order to get Veblen's fresh cream from the 
milkman. · 

When Veblen was still with the Food Administration, he had lunched 
one day with the editor of a leading Jewish magazine which was strongly 
Zionist. The important part played by Jews in the growth of knowledge 
was discussed and the question as to whether their influence ·would proceed 
at an accelerated rate in a land which they could call their own and 
which would be free from the bans and taboos that prevail against Jewish 
intellectuals in the gentile world. Veblen offered to write on the problem, 
and understood that he was to receive $250. He finished the article on 
July 4, 1918, but instead of describing the pre-eminence of the Jews 
in the intellectual world as the result of national genius, or race, or the 
Jewish ~ltural heritage, he described it as a result of the fact that in 
the alien gentile world the Jewish intellectuals have been made to realise 
the make-believe character of both Jewish and gentile cultural founda­
tions; and have thereby been enabled to appreciate the facts as they are. 
Thus their peculiar intellectual position is due to their character as rene-

. gade Jews, and in their own homeland they might make good Talmudic 
scholars but would not contribute to modern science. The magazine sent 
Veblen a check for $100. He was annoyed, returned the check, and sent 
"The Intellectual Pre-eminence of Jews in Modern Europe," to The 
Political Science Quarterly, where it appeared in March 1919. The sub­
title of the original article-"lts Nature and Causes"-. was now omitted. 

Veblen's description of the intellectual Jew carries a strong sugges­
tion of the renegade who had broken out of the Norwegian community 
into the New England scheme. The argument has a strictly academic 
air of philosophy, but, when its metaphysical terms are translated into 
equivalent terms of institutions or action, the spirit of a rebel is revealed, 
and also something of bitterness. The analysis is the same that Veblen 
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had used before in explaining Marx's role as a great creative intellectual 
force. Jewish and gentile cultures are described in terms that Veblen had· . 
made familiar; in this. essay it is the renegade Jew that takes the role 
elsewhere played by the modern scientist,. the engineer, the socialist 
propagandist, the hypothetical savage. 

In the intellectual life of western civilisation, in institutional change 
and growth, in science and scholarship, Jews have an importance out 
of proportion to their numbers, "particularly among the vanguard, the 
pioneers, the uneasy guild of pathfinders and iconoclasts." But only 
when the Jew escapes from his archaic culture and becomes a naturalised 
though hyphenated citizen in the gentile world, does he become a crea­
tive leader in the world's intellectual enterprise. Any inquiry in modern 
science that will bring enduring results rests upon a sceptical mind; that 
is, emancipation from the dead hand of conventional finality is requisite 
in that pioneering and engineering work of guidance, design, and theoreti­
cal correlation without which "the most painstaking collection and canvass 
of information is irrelevant, incompetent, and impertinent." The intel­
lectually gifted Jew, like other men in a similar position, secures im­
munity from intellectual quietism "at the cost of losing his secure place 
in the scheme of conventions into which he has· been born, and . • •. 
of finding no similarly secure place in the scheme of gentile conventions 
into which he is thrown ..•• He becomes a disturber of the intellectual 
peace, but only at the cost of becoming an intellectual wayfaring man, a 
wanderer in the intellectual No Man's Land, seeking another place to 
rest, farther along the road, somewhere over the horizon. They are 
neither a complaisant nor a contented lot, these aliens of the uneasy feet." 

The Jew's traditional intrinsically thearchic culture, with its beautiful 
efficacy of ritualistic magic, bears the mark B.C., and runs on a logic of 
personal and spiritual traits, qualities, and relations, "a class of imponder­
ables, which are no longer of the substance of those things that are in­
quired into by men to whom the ever-increasingly mechanistic orientation . 
of the modern time becomes habituaL" When the gifted young Jew, still 
:flexible in his mental habits, is set loose in the mechanistic scheme of life, 
his archaic scheme falls to pieces, just as the prevailing pecuniary order 
seems insubstantial to a modern scientist or technician. But this disintegra­
tion does not lead to an acceptance of those preconceptions which make the 
safe and sane gentile conservative and complacent, which blur his in­
tellectual vision and leave him intellectually senile. The sc.eptic does not 
uncritically accept the "intellectual prepossessions that are always stand­
ing over among the substantial citizens of the republic of learning." Thus 
the Jew "is in a peculiar degree exposed to the unmediated facts of the 
current situation; and . • . takes his orientation from the run of the 
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facts as he finds them, rather than from the traditional interpretation of 
analogous facts in the past." By virtue of this enforced scepticism towards 
the prevailing dominant institutions, "he is in line to become a guide and 
leader of men in that intellectual enterprise out of which comes the in­
crease and diffusion of knowledge among men, provided always that he 
is by native gift endowed with that net modicum of intelligence which 
takes effect in the play of the idle curiosity" on the received institutions. 

Although such a Jew intellectually becomes an alien to his own com­
munity, spiritually he will likely remain a Jew, "for the heart-strings of 
affection and consuetude are tied early, and they are not readily retied 
in after life." Regardless of the intellectual assets he brings, the attitude 
of the safe and sane gentiles towards him is not one that is likely to lead 
to his personal incorporation into their community. "The most amiable 
share in the gentile community's life that is likely to fall to his lot is that 
of being interned." . · 

But this method of approach was not one adapted to the current scene 
or to Veblen's work on The Dial or to t~e forces that were driving him 
on to a clear expression of what he had called the evolutionary point of 
view. Popular interest was centred in the peace, the League of Nations, 
and Bolshevism, and it was to these matters that Veblen turned his at­
tention. He became particularly interested in Bolshevism, anxiously read 
the newspapers as to its success, and began learning Russian. During the 
summer of 1919 he followed with interest the military movements against 
Denikin and Kolchak, which Geroid Robinson recorded from day to 
day on a map in the Dial office. Veblen frequently attended editorial 
conferences, and he was interested in the Dial workers' soviet which was 
formed that summer, but he never participated in the discussion, except 
perhaps to ask an occasional question. 

Late in 1919 a meeting took place between Veblen and Lenin's recently 
announced representative in the United States, Ludwig C.A.K. Martens, 
who was an engineer and who had been, during the later period of the 
war, the representative in the United States of the Demidorff Steel Works 
of Russia. He was described by the gentleman who introduced him to 
Veblen as "a large gentleman, almost painfully shy." He announced 
himself just as the Great Red Scare was rising to its height, and there­
after his days and nights were a nightmare of legislative and administra­
tive investigations and third-degree quizzes by policemen, secret service 
agents, and official and amateur patriots. 

"Veblen expressed • • • a desire to meet Martens and ask him some 
questions. In due course I asked Veblen and Martens to lunch. Both 
men were shy. I sat between them. After shaking hands they said noth­
ing, I sat endlessly making conversation, trying to stumble on a topic 
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that would serve as an open sesame for their talk. The meal was almost 
over-it had seemed eternal-when I happened to press the right button 
in my groping talk, my monologue. Veblen turned suddenly from gazing 
off into space, and began to ask questions. It was like a skilled surgeon 
wielding a scalpel. He turned Martens inside out; he turned the whole 
soviet experiment inside out. He got, in the course of possibly an hour 
or so, all that there was to know. Martens was put at ease at once. He 
responded beautifully. It was an impressive example of one keen, orderly 
mind excavating another." Both Veblen and Martens totally ignored their 
host. 

On the question of the peace negotiations Veblen felt that President 
Wilson had been given an extremely rare opportunity of shaping the 
course of events to an enduring peace at home and abroad, but that, al­
though the whole world was at Wilson's feet w!-:.'2n he went to the Peace 
Conference, he had not risen to the occasion. But Veblen appreciated 
the president's integrity, his sacrifice of his health and fortunes for the 
sake of an ideal. In Veblen's apparent criticisms of the president and his 
policies it is difficult to be sure that he is not in reality directing his attack 
against the prevailing system of arrangements which the president al­
lowed to stand. 

In April 1919, Veblen began writing a number of unsigned editorials 
in The Dial. Their titles appear only in the index, the editorials ap­
pearing in the magazine without headings. The first, "Bolshevism Is a 
Menace to the Vested Interests," is familiar material. Bolshevism is a 
menace to the vested interests of privilege and property, and conse­
quently a problem to the elder statesmen. The measures taken and 
planned against the Russians by the great powers cannot be successful; 
the blockade can scarcely do more than starve the remnants of the Rus­
sian vested interests. In the main Russia is self-supporting. It has the 
defects of its qualities, but it has also the qualities of its defects; it is 
incapable of serious aggression but it is also incapable of conclusive de­
feat by force. Soviet Russia offers an attractive market for American 
equipment and goods. If the blockade is maintained for some time, the 
smuggling trade will appreciably increase, to the substantial profit of the 
Scandinavians and other expert smugglers and blockade runners. The 
great powers, whose national integrity has been provisionally stabilised 
by American participation in the war, are placing an embargo on the 
goods for which Soviet Russia, the only country which puts no obstacles 
in the way of import trade, is making a cash offer. It is an interesting 
question "how long will those American vested interests which secure 
an income from foreign trade," patiently forgo assured profits from open 
trade with Soviet Russia "in order to afford certain European vested 
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interests'' a dubious chance to continue securing "something for nothing 
in the way of class privilege_ and unearned income." 

In his editorial on "Sa~otage" Veblen shifted to a topic more closely 
related to his view of corporation practice. Sabotage is one of the late and 
formidable terms, loan words, of the English language. "Graft," "good 
will," "intangible assets," and ''vested interests" are uncouth terms, but 
they are indispensable in describing "facts which are very much in evi­
dence and which are not otherwise provided for." Graft is at least as old 
as the Egyptian dynasties; sabotage is quite inseparable from the price 
system, and is perhaps the first-born of those evils that are said to be 
rooted in the love of money. Doubtless graft and sabotage have been 
running along together through human history from its beginning. "W c 
should all find it very difficult to get our bearings in any period of history 
or any state of society which might by any chance not be shot through with 
both." But the terms were not so necessary before the last quarter of 
the nineteenth century, doubtless because of the fact that sabotage and 
graft, despite their massive and far-reaching character, "did not . . . 
stand out in bold relief on the face of things." But since the price system 
and all its ways have reached that mature development which is familiar 
to this generation, both terms have become indispensable in current 
speech. 

In another editorial Veblen cited as an example of sabotage the con­
gressional filibuster, the action of the constituted authorities in turning 
back industry to private gain, and in refusing to take measures eliminat­
ing private gain. Congress, he said, adjourned without passing measures 
to pay for the railroad administration bureaux. The employment bureaux, 
which it required so much trouble to build up, have been reduced from 
seven hundred to about fifty or sixty, the training school has been 
eliminated, and the work of the bureaux left to be taken care of by the 
smaller political units. 

In the issue for May 3 Veblen's editorial was "Immanuel Kant on 
Perpetual Peace." "Immanuel Kant once wrote a sketch a century and a 
quarter ago on Perpetual Peace. He prefaced it with a jest ••. to say 
that the running title under which he wrote-Zum ewigen Frieden, that 
is to say, The House of Peace Everlasting-was borrowed from the sign­
board of a certain roadside tavern adjoining a certain ancient churchyard. 
Compounded of bar-room and graveyard, this wise man's jest will to 
many readers doubtless have seemed as pointless as it is tasteless. But that 
will be true only of those readers of Kant who have not the inestimable ' 
fortune to live through these days of returning peace and to witness , 
the maudlin deliberation of that conclave of elder statesmen who are now 
arra!jlging to make the world safe for the vested rights of international 
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dissension. The point of Kant's jest is plain now. Today his readers are 
in a position to marvel that even that wise old man should have been so . 
wise as all that. It is quite uncanny." · 

Two editorials, one appearing in the issue for May 17 and one in 
that for May 3 1, cannot be unequivocally attributed to Veblen .. The first 
stated, "One may turn from the outdoor turmoil in Europe, and even in 
the United States, as from a bad dream to the report o~ the Commission 
on Industrial Labour Legislation of the Peace ~nference and be assured 
that the hour of peace has struck and 'all is well' in inqustry." High 
aspirations are stated which might even. be supported by the Chamber 
of Commerce, but mystery surrounds their enforcement .. "The· ways of 
enforcement, it is understood, are fraught with technicalities which mrist 
perforce take precedence as they are concerned with the realities of 
routine rather than the abstractions of human rights." In the con­
templated scheme, involving trade wars against nations who do not ob­
serve the business ethics, the wage standard of the regular unions "are to 
be protected as the prices of commodities are now protected by the United 
States tariff, and special labour interests like special business interests 
will be cared for." Stand-pat business and stand-pat unionism join hands. 
"Such a contemplated scheme, naively supported by reformers in a 
spirit of universal uplift, has as much relation to a progressive civilisa­
tion as a tariff imposed for the support of infant industries, but no more." 
The familiar statement of Samuel Gompers, re-echoed in the declaration 
of the High Contracting Parties, is that human labour shall not be an 
article of commerce, but this is precisely the position of labour in the wage 
system which Gompers and the High Commissioners support. The state­
ment can be cleared of cant only if it carries with it a plan "which will 
do away with a market where labour is bargained for collectively accord­
ing to trade-union practice, or where individually sold and purchased. 
But such a proposal would re-echo the outdoor movement of the workers 
of Europe, and that we know is not the purpose of the Peace Congress." 

The other editorial applied to the treaty the theory of the "offensive­
defensive." "By and large the terms of the Great Peace were drawn to 
secure two objects; one offensive-the destruction of Germany; one 
defensive-the preservation of the present economic and political system." 
The capitalist system made the peace, and the terms are so heavy that 
German capitalism will be crushed out of existence, and the subject 
classes of Germany will be united in a hatred born of nationalistic re­
bellion and the class war, aimed at the "foreign" kept classes, whose only 
function, so far as Germany is concerned, is the absorption of profits. If 
the governing and owning classes of Germany are retained, they become 
merely agents of commutation for the higher parties. For the first time 
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the class that owns and the class that works appear in the undecorated 
roles of the taxer and taxed. "\Vhether or not this reductio ad absurdum 
of the old order wil~ have an appreciable effect upon the taxed classes 
in the Allied countries remains to be seen. Already it seems safe to pre­
dict that Allied and German labour will find friendship in adversity." 
These matters have escaped the critics of the treaty, who feel that the 
Allies may be killing the German goose that is to lay the golden eggs 
of indemnity. The deeper fact implied, is that "the real goose is an 
international bird; as long as labour and brain power in Germany and 
elsewhere are organised for production incident to the preservation of 
life, the goose lives. It is the system for collecting the eggs that is every­
where in danger." 

In the same issue Veblen wrote an article entitled "Peace," which is 
on the face of it perhaps his most seriously written article. It was in this 
article that the grievous substitution of beadle for beetle was made. The 
Peace Covenant, Veblen declared, was created in the image of nineteenth­
century imperialism or Mid-Victorian liberalism, and is consequently ir­
relevant in the twentieth century. It is America's covenant, made and 
provided for by the paramount advice and consent of America's presi­
dent. It provides for no abatement of the devastating nationalist intrigue 
that so seriously deranges the industrial mechanism, for no elimination 
of the increasingly obstructive control of production by the vested in­
terests of commerce and finance. This capitalist sabotage is fast approach­
ing the limit of popular tolerance, but the answer to the common man's 
cry for enduring peace, for industrial prosperity and content, is the pro­
vision 9f armed forces sufficient to curb any uneasy drift of sentiment 
among the underlying populace with the due advice and consent of the 
dictatorship established by the elder statesmen. 

A settlement should logically be in the hands of those who know the 
needs of the industrial system and are not biased by commercial incen­
tives, that is, it should be entrusted to production engineers. "These men, 
technical specialists, over-workmen, skilled foremen of the system" and 
their like, "know something of the material conditions of life that sur­
round the common man," and they should logically be allowed "to frame 
such a settlement as will bind the civilised peoples together in an amicable 
footing as a going concern, engaged in a joint enterprise." Without these 
specialists the working of the industrial system, whether in peace or war, 
is impossible. The cost, the work, of. the war, both at home and abroad, 
fell on the soldiers and workmen; the vested interests and spokesmen 
of commercialised nationalism risked nothing and lost nothing. But in 
the soviet of elder statesmen, which has conferred the dictatorship on 
the political deputies of the vested interests, no soldiers and no workmen's 
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deputies are included. Neither their wishes nor their welfare has been 
consulted in drafting the covenant; that is, the interests of the industrial 
system have been ignored. Slight attention need be paid to the statement 
that the "American workmen May be alleged to have been represented 
at this court of elder statesmen, informally, unofficially, and irresponsibly, 
by the sexton beetle of the A.F. of L." 

Veblen's editorial of June 14 shifts back directly to the domestic scene. 
Panem et Circenses was the formula on which the politicians of imperial 

· Rome relied to keep the underlying population from being restless. The 
politicians, spokesmen of the vested inter~sts, were forced to allow the 
underlying population a ration of bread, at some cost to the vested in­
terests, in order to count on their support. This is the closest they came to' 
the modern democratic institution of the breadline. "To those demo­
cratic statesmen who now bear up the banners of the vested interests­
also called the standards of Law and Order"-this conduct is viewed as 
prodigal and a sign of weakness. But the politicians of Rome did not have 
the use of Liberty Loans and machine-guns, and apparently the under­
lying population was less reasonable and patient as regards promises and. 
procrastinations. Today mechanical appliances for upholding law and 
order have been greatly perfected, and by suitable fiscal methods "the 
underlying population which is to be 'kept in hand' can be induced to 
pay for these mechanical appliances" for controlling them. Thus the 
democratic statesmen are able to let the breadline take the place of 
bread, and save the net output of the republic's industry more nearly 
intact for the use of the kept classes. 

This businesslike age is also more economical in its · circenses. The 
Roman circenses cut rather wastefully into the ordinary earnings of those 
vested interests for whom the Roman imperium was administered, 
whereas the movies of the twentieth century are a business enterprise in 
their own right, a source of earnings and thus a vested interest. In or­
dinary peace and war they are adequate for that dissipation of attention 
which is politically so salutary. But in times of stress, as now, when large 
chances of profit and loss for the vested interests are in the balance, some­
thing more enticing must be done. Thus the rant and swagger of sub­
sidised heroes, and the pomp and circumstance incident to a victory loan, 
have ·good use in stabilising the doubtfully manageable popular senti­
ment. Similar devices are the "heroic spectacles" of a " 'victory fleet,' 
~ogether with parades, arches, and banners-miles of banners, and square 
miles of heroic printed matter''; and an "overseas flight; particularly 
if it is abundantly staged and somewhat more than abundantly adver­
tised." The common man's afterthought must not he allowed to "run 
along the ground of material fact, where it might do mischief," but must 
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be kept in the upper air of fancy. Such shows are expensive, but the cost 
need not be watched too closely since it is borne not by the vested in­
terests but by the common man, who is for ever in danger of gettino­
into mischief by "reflecting unduly on what the statesmen have been using 
him for." It is no more than reasonable that he should pay the cost for 
being saved from obnoxious afterthought. "Panem el circenses: The 
Bread Line and the Movies." In the issue for July 12 Veblen discussed 
the president's betrayal of democratic aspirations. The president pro­
claimed a policy of "open covenants openly arrived at," but the elder 
statesmen have guarded their meetings with jealous secrecy in order to 
"give out no information which might be useful to the enemy," useful, 
that is, to the underlying population of the great powers. Democratic 
ideals have gone into abeyance because the elder statesmen realise that 
their avowed ideal of democratic rule is hopelessly out of date, and that 
an ever-widening cleavage of interest has arisen within each nation be­
tween the vested interests and the underlying-populations. The latter are 
in effect falling into the position of subject peoples, in the nature of alien 
enemies. Recent and prospective American legislation bears a striking re~ 
semblance to the notorious British Row latt acts for India. Both the In­
dians and the Americans are to be kept in hand for the good of the 
vested interests. The underlying population wants peace and industry; 
the elder statesmen are by their nature committed to the maintenance of 
law and order for the vested interests, the status quo, at the cost of the 
underlying population, despite the smoke screen of secrecy and prevarica­
tion thrown up by the "seven censors and the Associated Prevarication 
Bureaux." · 

The ·high-hearted crusade to make the war ld safe for democracy by 
open covenants openly arrived at has come to a tragic end because Bol­
shevism is a menace to the vested interests of privilege and property. 
For the utter defeat of democratic ideals the paramount responsibility 
is to be attributed to America's spokesman. No important move could 
have been made in this negotiation without his advice and consent. With­
out America's backing, the high contracting parties are practically bank­
rupt; no two of them could reasonably trust one another out of sight. 
Thus the achievement and the commitments of this conclave of elder 
statesmen are in effect the achievement and the commitments of America's 
spokesman. 

The editorial which immediately followed, entitled "A World Safe 
for the Vested Interests," continues the argument. America's spokesman 
began with a high resolve to make the world safe for the Mid-Victorian 
commercialised democracy, that is, a democracy for the safeguarding of 
the vested interests of property. But the Bolshevism of Soviet Russia 

I 
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is a menace to this goal. It is easily to be seen that their own material 
interest would incline the underlying populations in other nations to· 
fall in with the soviet policy just as soon as "they come to realise they 
have nothing to lose." To meet this menace the older statesmen have 
necessarily entered into working arrangements with all the irresponsible 
shameless forms of reaction and reactionary enterprise. "Needs must 
when the devil drives, and Bolshevism is largely believed to be of that 
breed." 

There is no certain evidence that the next editorial is Veblen's work, 
but it conforms with his argument. The outstanding feature of the govern­
ment's international policy is the effort to stabilise capitalism at the ex-, 
pense of social reconstruction. "The great body of citizens is probably 
reactionary only out of apathy, but the groups which are effectively 
organised-the politicians; the labour unionists, and the financiers-have 
formed a Triple Alliance in the interest of active reaction." In the light 
of the world situation, however, the increase in production called for by 
the financiers cannot be accomplished except by a thoroughgoing recon­
struction of the industrial process; that is, it requires the active participa­
tion of the worker in the management, and the transferring of authority 
"from the pecuniary strategists of the antiquated financial regime to the 
new subordinate controllers of material and personnel." Capitalism ap­
parently can survive only on condition of being "transformed out of all 
recognition. Therefore the hope of reconstruction lies not in the liberalism 
of America" but in the needs of an impoverished and prostrate man­
kind. 

About this time the investigations of radical opinion, earned on by the 
notorious Lusk Committee of the New York State Legislature, were be­
ing denounced by liberals. Offices of radical organisations had been raided, 
supposed evidence of sedition issued to the press, and over a thousand 
arrests made. The Dial charged that the A.F. of L. was one of the 
agencies behind the raid. Protests were made by the organisations, by 
liberal newspapers, and by such citizens as Samuel Untermyer that the 
organisations were not allowed to present their side of the case. The Rand 
School inserted an advertisement in The Dial appealing to the people of 
the United States for the simplest right of self-defence.3 The Lusk Com­
mittee included Veblen among its dangerous radicals. Veblen's offence 
consisted not only in being an editor of The Dial, but in having aided 
the I.W.W. and the Civil Liberties Union in preparing the latter's 
pamphlet on "The Truth about the I.W.W." Actually his only contribu­
tion was a paragraph quoted from one of his works. In this, as in other 
similar quotations, the authorship was clearly indicated, and also the fact 
that it was an extract.4 
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Veblen paid his respects to these alarmist organisations in two editorials 
entitled "The Red Terror-at Last It Has Come to America," and "The 
Red Terror and the Vested Interests." The Red Terror is "running wild 
among the guardians of Business as Usual; official, semi-official, and quasi­
official; courts, camps, and churches; legislative, judiciary, and executive." 
The ordinary citizen is immune and apathetic, but "the Guardians of 
the Vested Interests are panic-stricken, all and several, certified and 
subsidiary and surreptitious. The commercialised newspapers all see Red. 
So do the official and quasi-official conspiracies, such as the Lusk Commis­
sion, the Union League Club, the Security League, and the Civic Federa­
tion, as well as the Publicity Police, the \Vorkday Politicians, the Clerics 
of the Philistine Confession, and the Wild Asses of the Devil generally." 
Anyone not visibly identified with the vested interests is under suspicion 
and in effect assumed to be guilty. "Acute paranoia persecutoria" is com­
ing to be rated "the chief of the civic virtues." Actually, however, the 
"confederated paranoiacs" have already "assembled much curious evi­
dence of undue sanity" and "seditiously excessive sanity" among the 
vulgar. Veblen cited from the committee's own exhibits letters, sent in 
by alarmists, which demonstrated imbecility and incredible foolishness 
by their display of evidence which told the opposite story. "These par­
ticular exhibits may perhaps lay bare the Red state of mind of the 
Guardians in a more picturesque fashion than the common run of these 
uncanny keepsakes of the demented which they have been assembling in 
the course of these raids." But the Red alarmists are "busily accumulat­
ing more of the same kind, by fair means and foul." · 

As an "outcome of the dispassionate sweep of forces which no man can 
withstand or deflect," it seems that the vested interests are "riding for a 
fall." Only the Guardians of the kept classes are unable to see the matter 
in that light, because it is their whole duty "to endeavour by all means, 
fair or foul, to deflect the sweep of events over which they have no con­
trol. Such a change of base as is now coming in sight is in the nature 
of a moral impossibility for the keepers of the Old Order." The Guardians 
as a result of the war and post-war experience are beginning to realise 
that the vested interests run at cross-purposes with the material welfare 
of the underlying population. It is universally known that "the Vested 
Interests of business are driven by business considerations to waste, mis­
manage, and obstruct the country's productive industry, unavoidably 
and unremittingly, and to divert an ever-increasing share of the country's 
income to their own profit"; and the Guardians are unable to continue 
keeping this information secret. But they believe that, should the com­
munity at large appreciate these facts, a popular revolt would follow, 
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sweeping out of existence the vested interests of privilege and property. 
In this they overlook the massive institutional fabric of uncritical habitua­
tion that in effect makes the population submissive to the interests of the 
kept classes. The Guardians are presumably right in believing that the 
situation in business and industry should logically lead to a revolutionary 
overturn, but grounds of sentiment rather than logic have to be taken 
into account in such a case. "Popular sentiment, as well as the strategic 
disposal of forces, is still securely to be counted on to uphold the estab­
lished order of vested rights and Business as Usual. The Guardians have 
allowed the known facts of the case to unseat their common sense. Hence 
the pitiful spectacle of official hysteria and the bedlamite conspiracies in , 
restraint of sobriety." . · ' · 

Veblen was still convinced that something might be done to prevent 
a repetition of the events of pre-war days, and in the summer of 1919 
it seemed as if he would have an opportunity to realise his ambitions of 
guiding a group of able students in an investigation of the economic 
order. A group of persons connected with the Federal Council of Churches 
had conceived the idea of collecting a staff to make a thorough analysis 
of economic conditions, and the Inter-Church World movement had a 
large amount of money available for the project. In July 1919, during 
a week-end at Amherst, where Veblen was staying with a group including 
Stewart, Lubin, Hamilton, and Leo Wolman, a representative of the 
Federal Council of Churches discussed the plan. with Stewart and Veblen, 
but nothing came of it because the interests behind the Inter-Church 
World movement thought the idea too radical. F. Ernest Johnson, ex­
ecutive secretary of the Council's Department of Research and Educa­
tion, had a conference with Veblen and Helen Marot. Veblen was chiefly 
interested in the credit system and seems to have wished to make the use 
of loan credit the point of departure. He estimated that the study would 
cost $25,000, but the money, according to Mr. Johnson, was not avail­
able. The Council turned instead to an investigation of the great steel 
strike. Veblen was greatly interested in the investigation, and he ques­
tioned David Saposs, one of the investigators, with great thoroughness. 

President Wilson arranged for an industrial conference in October to 
discuss the prevailing economic situation. An editorial in The Dial re­
ferred to the fact that the president reproaches the community for not 
wishing peace as much as he does. On the other hand, he appoints Judge 
Gary and Mr. Rockefeller to represent the public at the conference. 
"Some lesser lights, mostly from the banking fraternity, and two rene­
gade Socialists complete the list." It is such people, apparently, that the 
president has in mind "when he tells us that he voices the sentiments of · 
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the American people-about peace. • • • We note that the ablest labour 
leaders have not been snatched away from their personal interests and 
impressed into the service of the general public; and we recommend for 
careful consideration the sacrifice the President has required of the 
largest employers of labour in the United States." 

Veblen's last editorial, "The Twilight Peace of the Armistice," ap­
peared on November 15, 1919. Its occasion was the first anniversary of 
the armistice. The eleventh of November, he declared, is dedicated to 
the "white boutonniere of peace," but the peace that prevails is one of 
martial law, not of good will and tranquillity. The peace was concluded 
in order to engage in a fight; it shows a steadily rising tide of warlike 
expenditure, hostilities, bankruptcies, and is made of intrigue, fire, famine, 
and pestilence. The year since the armistice "will show a larger expendi- . 
ture for military operations and a larger total of warlike atrocities than 
any recorded twelve months prior to the Great War." This is a negoti­
ated peace, in the nature of a compromise in order to prevent the col­
lapse of the German military establishment. But the entire imperial or­
ganisation, including the military establishment, remains virtually intact 
under a perfunctory mask of democratic forms. The hasty compromise 
was due to a realisation that the Entente's vested interests of property 
and class must join hands with t_hose of the Central Powers, if they were 
to cope successfully with the common enemy-the increasingly uneasy 
underlying population on both sides. If the German military organisa­
tion had been rendered prostrate and discredited, as it would have been 
in another three months, the country would have turned Bolshevist. But 
the guardians of the vested interests, the elder statesmen, needed the 
bulwark of a practicable German Empire to serve as a bar against the 
spread of Bolshevism out of Soviet Russia. Their purpose is to defeat 
Bolshevism by fire~sword, and famine, in and out of Soviet Russia. The 
policy of the Entente, in war and peace, is wholly comprised in the prop­
osition that Bolshevism is a menace to absentee ownership. But it is an 
open question how closely the elder statesmen "are li~ely to realise their 
sanguine hope of subduing Soviet Russia by use of a subservient Ger­
man military establishment." 

In December The Survey, in an article entitled "The Way Out; a 
Symposium of the Industrial Situation Now before the President's Con­
ference and the Country," gave the results of a canvass of "employers," 
"labour leaders," and "industrial experts" for constructive suggestions as 
to means of alleviating the wave of industrial conflict and unrest. The 
Survey felt that there was a great demand for creative statesmanship in 
the field of industrial relations, and Veblen was asked for his opinion 



AND HIS AMERICA 437 

as an ''industrial expert." He replied: ''To my great regret I have no 
answer to the question on which you have been kind enough to ask my 
opinion for publication in The Survey. In fact I find myself more inter­
ested in what is likely to happen thin in what should be done about it." 



CHAPTER XXII . 

A 
SERIES of essays in The Dial, beginning in April 1919 and 
ending in November, paralleled Veblen's editorials and ex­
tended their argument. Along with "Peace" and '.'Bolshevism 
Is ·a Menace-to '\Vhom?" they were intended, according to 

an announcement in The Dial, to compose "a series on Contemporary 
Problems in Reconstruction, a concrete application of [Veblen's] theory 
outlined in The Modern Point of View and the New Order." Later the 
essays were brought out in book form under the title of The Engineers 
and the Price System. Only the last three essays in the book appeared 
originally as a unit-"On the Dangers of a Revolutionary Overturn," 
"On the Circumstances Which Make for a Change," and "A Mem­
orandum on a Practicable Soviet of Technicians"-representing the three 
sections of the article on "Bolshevism and the Vested Interests in Amer­
ica." The first three, however, also form a unit-" On the Nature and 
Uses of Sabotage," "The ln~ustrial System and the Captains of In­
dustry," and "The Captains of Finance and th.e Engineers." The order of 
the essays is not, however, of great importance, for, like the individual 
chapters of his other books, they all tell the same story. In this book, as 
in the others, the second half offers a less obscure presentation of the 
argument of the first. 
· Investment banking is now the centre of discussion, and the invest­
ment banker is seen as the dominant figure in economic life. The vested 
interests are the financial powers, and the old-time corporation financier 
has ceased to be a captain of industry and become a lieutenant of finance, 
"the captaincy having been taken over by the syndicated investment bank­
ers and administered as a standardised routine of ~ccountancy, having 
to do with the flotation of corporation securities and with their fluctuat­
ing values, and having also something to do with regulating the rate and 
volume of output in those industrial enterprises whkh so have passed 
under the hand of the investment bankers." In Veblen's fundamental 
contrast the material welfare is represented now by the engineers. "The 
two pillars of the house of corporate business enterprise of the larger 
sort are the industrial experts and the larger financial concerns that con­
trol the necessary funds." 

The first chapter, "On the Nature and Uses of Sabotage," reads like 
a popular version of his more academic discussion of the nature and uses 
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of capital. When this essay appeared in The Dial, the demand for it was 
so large that it was republished as a booklet. The common welfare in 
any community organised on the modern price system, declared Veblen, 
cannot be maintained without recourse to capitalistic sabotage, to obstruc­
tion and retardation of industrial efficiency in order to maintain reason­
able profits-all the traffic can bear-and .so guard against" a business de­
pression. Considerations of sabotage are now extremely important to 
businessmen and officials, in their attempts to tide over a threatening de~ 
pression and a consequent period of hardship for. the classes dependent 
on free income from investment. The habitual recourse to 'ordinary, legit­
imate sabotage of manpower and resources is not usually discussed by 
the spokesmen of business. They dwell instead "on those exceptional, 
sporadic, and spectacular episodes in business where businessmen have 
now and again successfully gone out o£. the safe and sane highway of 
conservative business enterprise that is hedged about with a conscientious 
withdrawaL of efficiency, and have endeavoured to,~ regulate the output 
by increasing the productive capacity of the industrial system at one point 
or another." The populations of the civilised countries are in great need 
of the means of subsistence and are suffering ever-increasing privation 
and want, but plants continue to shut down because of "insufficient income 
to the vested interests which control the staple industries and so regulate 
the output of product." _ 
_ An appreciable decrease in the net earnings of a large well-managed 
concern in the staple industries will bring it to bankruptcy under the 
routinised requirements of the price system as it takes effect in corpora­
tion finance. The overhead charges which represent free income, that 
is, the costs of inefficiency, or pecuniary salvation, have precedence over 
physical salvation, but it is an open question whether this businesslike 
sabotage can bring the community through this grave crisis without a 
disastrous shrinkage of capitalisation and a consequent liquidation. A more 
comprehensive, more co-ordinated organisation is needed to help the busi­
ness community enforce the necessary restrictive measures, and the na­
tional authorities have the duty of providing such an organisation. The 
protective tariff, the co;scientious mismanagement of the railways under 
federal control so as to discredit government operation, the sabotage 
through press and post office of information which might give the under­
lying classes an appreciation of the grave state of affairs, are of this na­
ture. Veblen seems also to suggest that the Federal Reserve system can 
be chara.C~erised in this way. 

The next essays are more directly concerned with the role of the engi­
neer as opposed to that of the financier. A1though the state of the in­

. dustrial arts is a joint stock of knowledge derived from past experience, 
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and is held and passed on as an indivisible possession of the community 
at large, it is not recognised as a factor in production by received eco­
nomics, which assumes that productivity is measured by profits since the 
state of the industrial arts is no man's individual property. The modern 
businessman has been taken account of in the received economics because 
he has become increasingly important as the recipient of an increasing 
·share of the community's income, and thus he is held to be an important 
industrial factor. The typical entrepreneur is the corporate financier, the 
investment banker, in big business rather than small. The corporation, 
as exemplified in the holding company, is characterised by combination 
and restriction, its emergence coinciding ·with the need of restricting 
production for the sake of profit percent. The end of free-swung competi­
tive production at the close of the century is eyidence of the fact that 
industry has passed into the h~ds of the corporation financier. Financial 
management has been reduced to a routine of acquisition and running 
sabotage, -so that the corporation financier is taking on the character of 
a bureau chief. Industry is in the hands of the syndicated investment 
bankers, and administered as a standardised routine of accountancy. But 
the investment banker, by virtue of his addiction to strictly financial 
mana:uvres, to a safe and sane policy of watchful waiting to absorb any 
gain created by engrossing the community's technological efficiency, is 
out of touch with technological needs, and cannot even appreciate the 
pecuniary losses he himself may suffer, not to mention the greater loss 
suffered by the community. . 

Veblen declared that the "financial interest here spoken of as the in· 
vestment banker is commonly something in the way of a more or less 
articulate syndicate of financial houses, and it is to be added that the 
same financial concerns are also commonly, if not invariably, engaged 
or interested in commercial banking of the usual kind." With the matur­
ing of private property and the machine technology this quasi-syndicate 
of banking interests that make use of the country's credit for corporation 
finance is able more efficiently to sabotage the material welfare of the 

· community. The substantial credits and debits, the large-scale credit 
transactions, are in effect pooled within the syndicate, and the multiplica­
tion of securities and extension of credit, with resulting inflation of values, 
can take place to a greater extent, but need not bring any risk of liquida­
tion. No effective derangement of the credit situation can take effect 
except by the free choice of the quasi-syndicate of investment banking 
houses, that is, they will allow a derangement only to the extent that 
such a move is profitable. 

In this characteristically indirect fashion Veblen places the responsi­
bility for depression upon the investment bankers, with their creation of 
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a make-believe stable structure of credit and finance, in the free pursuit 
of profits and capital. Credit, which is now merely a method of account­
ing and make-believe, "is also one of the time-worn institutions that are 
due to suffer obsolescence by improvement." The process of pooling and 
syndication has been greatly helped by the establishment of the Federal 
Reserve system and other similar devices which provide unified control 
to the large financial interests of the country's credit system. The ideal 
of a definitive stabilisation of business is now closely reached, but, since 
this maturing of corporation finance reduces financial traffic to a riskless' 
routine, it may also result in the obsolescence of corporation finance and 
eventually perhaps of the investment banker, who ~as already displaced 
the old-time promoter and the captain of industry of popular tradition. 

The comprehensive mechanism of the modern industrial system, upon 
the due working of which the material welfare of the community de­
pends, "is of an impersonal nature, after· the fashion of the material 
sciences," on which it is constantly drawing. It requires the use.of trained 
and instructed workmen and technologists born, bred, trained, and in­
structed at the cost of the people at large; that is, the special knowledge 
of the technologists, as· well as that of the workmen, is a community 
heritage and product, for it is drawn from the community's joint stock 
of accumulated experience. Highest efficiency requires that a free hand 
be given to the technologists, for. they alone are competent to manage 
the industrial system. But the captains of finance work deliberately to 
derange the system for the sake of special gain, with the result that there 
is increasing unemployment, retardation, and maladministration. Their 
"trained ignorance" of industrial matters, coupled with their pursuit of 
the main chance, work effectually to the creation of a state of chaos. 
"Politics and investment are still allowed to decide matters of industrial 
policy which should plainly be left to the discretion of the general staff 
of production engineers driven by no commercial bias." 

Industrial integration and consequently financial integration have pro­
ceeded farthest in the underlying key industries which shape the main 
conditions of life, such industries as meat packing, transport and com­
munication, textiles, the production and industrial use of electricity, water 
power, coal, oil, iron, steel. The date does not seem far distant "when 
the interlocking processes of the industrial system shall have become 
so closely interdependent and so delicately balanced that even the ordi­
nary modicum of sabotage involved in the conduct of business as usual 
will bring the whole to a fatal collapse." Recently the technologists, 
with the experience of four years of war, have begun to be uneasily class 
conscious. They are increasingly recognising the tremendous waste and 
mismanagement achieved by "absentee owners, now represented, in ef-
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feet, by the 5fndicated investment bankers," and are beginning to real­
ise that they are the indispensable general staff of the mechanical in­
dustries upon whose unhindered teamwork depend the due working of 
the industrial system and therefore also the material welfare of the 
civilised peoples. In thus perceiving the all-pervading mismanagement 
of industry they come to a realisation of "their own shame and damage 
to the common good." The older generation of engineers, however, has 
had its habitual outlook shaped by its apprenticeship to the corporation 
£nanciers and investment banks, and therefore it still looks upon the 
industrial system "as a contrivance for the roundabout process of mak­
ing money." Engineers have heretofore been acting in effect as keepers 
and providers of free income for the kept classes, but the new generation 
now coming on is "not similarly true to t~at tradition of commercial 
engineering that makes the technological man an awe-struck lieutenant 
of the captain of finance." These younger men view men and things from 
the standpoint of tangible performance, in the way of productive indus­
try, and accordingly they are coming to appreciate that "the whole fabric 
of credit and corporation finance is a tissue of make-believe. • . • Cor-

. poration finance and all its work and gestures"-the time-worn fabric 
of ownership, finance, sabotage, credit, and unearned income-are simply 
a nuisance in the working scheme of the engineers, and this activity could 
be barred out without deranging the system, "if only that men made up 
their mind to that effect." It is difficult, of course, to determine just when 
the engineers will make the move • 

. As it is, the system is at the mercy of endless and inconclusive negotia­
tions between the vested interests of federated workmen and those of 
syndicated owners. As long as ownership of industrial resources and equip­
ment is allowed, such negotiations can effect only insignificant concessive 
mitigations of the owner right of interference with production. These 
bouts of bargaining are games of chance and skill, "played between two 
contending vested interests for private gain," and the industrial system 
as a going concern, the material welfare of the community and of the 
workmen, "enters only as a victim of interested interference." 

Neither numerically nor in their habitual outlook are the engineers 
such a "heterogeneous body and unwieldy, as the federated workmen, 
whose numbers and scattering interest have left all their endeavours 
substantially nugatory." The engineers could easily arrange a compact 
organisation, and a common purpose for their efforts is supplied by the 
all-pervading industrial confusion, obstruction, waste, and retardation 
which business as usual continually throws in their face. Also, they are 
the ieaders of the industrial personnel, which is now becoming restless 
and inclined to follow its leaders in any adventure that holds a promise 
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of advancing the common good. These industrial workers have more 
than an even share of the sense of workmanship, in its na'ive unsophisti­
cated form of appreciation of tangible performance, and they are also 
endowed with the common heritage of respect for the rule of live and 
let live. To them the disallowance of the make-believe customary right 
of ownership would not be a shocking innovation. "A general strike of 
the technological specialists in industry need involve no more than: a 
minute fraction of one percent of the population; yet it would swiftly, 
bring a collapse of the old order and sweep. the time-worn fabric of 
finance and absentee sabotage into the discard for good and all." It 
would be only an incident in the day's work to "the engineers and to 
the rough-handed legions of the rank and file." Such a move depends 
on the council of technological workers and soldiers' deputies; "the in­
dustrial dictatorship of the captain of finance is now held on sufferance 
of the engineers and is liable at any time to be discontinued at their dis-
cretion, as a matter of convenience." . , ' . 

The last three essays are those that were begun in· The Dial in Septem­
ber. They were written at the height of the Red hysteria, and are con;. 
spicuous for their recklessness and their savage use of inverted meaning. 
Students of the situation, said Veblen, predict a revolutionary overturn 
irt two years; others, not so intimately acquainted with the facts, suggest 
a longer period. Veblen constantly reiterates that the guardians have 
nothing to fear, but with a repetition that becomes almost annoying he 
adds, "just yet." The hysteria of the American Guardians of the Vested 
Interests is putting them in the position of deliberately bringing about 
a revolutionary uprising. They should take a lesson from the gentle­
manly British government, which has "grown wise in all the ways and 
means of blamelessly defeating the unblest majority," through a policy 
of gentlemanly compromise, collusion, and conciliation. A movement to 
dispossess the vested interests can be permanently successful only if it 
is undertaken by an organisation competent from the start to take over 
the country's industry as a whole and administer it on a mor~ efficient 
plan than that now pursued by the vested interests. No such organisation 
is yet in sight. As for the A.F. of L., "at the best its purpose and ordinary 
business is to gain a little something for its own members at a more than 
proportionate cost to the rest of the community." 

It is organisations like the I.W.W., not the A.F. of L., that shatter 
the nerves of constituted authorities. Bolshevism is the danger that the 
vested interests are facing, and "the Elder Statesmen are ... in a posi­
tion to know, without much inquiry, that there is no single spot or corner 
in civilised Europe or America where the underlying population would 
have anything to lose by such an overturn of the established order as 
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would cancel the vested rights of privilege and property, whose guardian 
they are." In other words, "it has been argued and it seems not unrea­
sonable to believe that the established order of business enterprise • • • 
is due presently to go under in a muddle of shame and confusion, because 
it is no longer a practicable system of industrial management under the 
conditions created by the later state of the industrial arts." Since the in­
dustrial system necessarily becomes more integrated, with a more com­
prehensive CC?ntrol of the labour supply, "any businesslike control is 
bound to grow still more incompetent, irrelevant, and impertinent." To 
the extent that the state of affairs becomes understood by the underlying 
population, "its logical outcome is a growing distrust of the businessmen 
and all their works and words." · 

Salesmanship is "the whole and the substance of business enterprise," 
and "the spokesmen of this enterprise in conspicuous waste are 'pointing 
with pride' " to the ever-increasing amounts devoted to such enterprise 
of mendacity and prevarication. Success in salesmanship is the character­
istic trait of the captain of finance. In the form of increased sales cost, 
salesmanship is the remedy for the evils of underproduction, and it con­
stantly increases as the condition of the community grows worse. It is 
"the chief factor in that ever-increasing cost of living, which is in its 
turn the chief ground of prosperity among the business community and 
the chief source of perennial hardship and discontent among the under­
lying p!Jpulation." An elimination of salesmanship and all its voluminous 
apparatus and traffic would cut down the capitalised income of the busi­
ness community by something like one-half. 

The deliberate sabotage and restriction required by the system of ab­
sentee ownership and capitalised income is a visibly sufficient reason for 
a revolutionary overturn. An "unbusinesslike administration-as, e.g., 
the Soviet-will be relieved of the businesslike manager's blackest bug­
bear, a·'reasonably profitable level of prices,', and production could be 
increased several hundred percent. Because of the increasing integration 
of industry, the captains of industry are enabled, in fact they are driven, 
to plan their strategy of material defeat and derangement with ever­
increasing reach, to the ever-increasing hardship of the community, un­
til the point of tolerance is passed. Industrially speaking, the captains of 
industry are bound to go wrong, despite the most benevolent and pacific 
intentions. 

It is argued that monopoly, in such forms as syndicates, pools, inter­
locking directorates, employers' unions, is now covering the field, instead 
of competition, thus leaving the underlying population more unreserv­
edly at the disposal of the coalition of interests. "The underlying cor­
porations of the holding companies, e.g., are no longer competitors among 
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themselves on the ancient footing," but they are as much as ever bent 
on strategic dislocation and mutual defeat. Fundamentally there is com­
petition between the great captains who buy cheap and sell dear, and the 
community &om and to whom they buy cheap and sell dear. Whether 
the commodities they traffic be in securities, labour power, or goods, the 
result is the same-a dislocation of industry and idle manpower. There 
is also competition between the pecuniary magnates, even when they 
temporarily join together, for each one looks out for his opportunity to 
take advantage of the rest. The temporary syndicates are like temporary 
alliances, and they are, "in effect, in the nature of conspiracies betw~en 
businessmen each seeking his own advantage at the cost of any whom it 
may concern." There is no ulterior solidarity of interests among the par­
ticipants in such a joint enterprise, just as there is none between two 
dynastic states who may temporarily join together. Business is still a 
competitive pursuit of private gain. 

When and as far as vested rights give way, the material welfare of 
the community passes to the technician. "There is .no third party quali­
fied," and, if a soviet should arise in America, it would necessarily be a 
soviet of technicians. As long as no such change takes place, a continuing 
regime of shame and privation and disturbances is confidently to be ex­
pected. But the technicians have the A.F. of L. businesslike attitude and 
unreflectingly act in severalty and in obedience to the dictates of the 
captain of finance. They have without much reflection lent themselves 
and their technical powers freely to the obstructive tactics of the pecuniary 
strategist, thus in effect betraying the community's joint stock of knowl­
edge. Without the technicians the captains of industry would not exist, 
since there would be no income, but the captains are not indispensable 
to the technicians. Indeed they are merely obstructions, and the tech­
nicians, by their strategic control, could easily eliminate the pecuniary 
magnate and absentee ownership. "But there is assuredly no present 
promise of the technicians turning their insight and common sense to 
such a use." 

In the last chapter, however, "A Memorandum on a Practicable Soviet 
of Technicians," Veblen sketches what they should do if they used their 
common sense in this way. The duties and powers of the new order of 
technicians will "converge on those points in the administration of in­
dustry where the old order has most signally fallen short; that is to 
say, on the due allocation of resources and a consequent full. and rea­
sonably proportioned employment of the available equipment and man­
power; on the avoidance of waste and duplication of work; and on an 
equitable and sufficient supply of goods and services to consumers." 

Included among the technicians are consulting economists or "Produc-
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tion Economists." By force of commercial pressure and traditions, the 
economists have "habitually gone in for a theoretical inquiry into the 
ways and means of salesmanship, financial traffic, and the distribution of 
income and property, rather than a study of the industrial system con­
sidered as a ways and means of producing goo.ds and services." But 
among the younger generation there are some who have learned that 
business is not industry, and that investment is not production. The econo­
mists would give the necessary insight into the play of economic forces 
at large and into the wider relations of the economic mechanism. In mod­
ern industrial statesmanship they would play a role analogous to that 
which "legal counsel now plays in the manreuvres of diplomatists and 
statesmen." Men who have had business experience, particularly in the 
larger organisations, would be barred from _positions of responsibility, 
discretion, and trust, since they are accustomed to the misleading valua­
tions and accountancy of salesmanship and earnings. 

If such a group of engineers and economists made a move towards this 
new order, preparatory work would have to be done in two directions: 
first, an inquiry must be made into existing conditions and means; and, 
second, practicable organisation tables must be set up, covering in some 
detail the country's industry, energy, resources, materials, and man­
power. "And bound up with this work of preparation, and conditioning 
it, provision must also be made for the growth of such a spirit of team­
work as will be ready to undertake and undergo this critical adventure." 
The group of technicians, including economists, would also have to en­
gage in a campaign of publicity in order to acquaint the public with the 
inherent defects of the businesslike regime and with the purposes of the 
new order. It must bear constantly in mind the fact that the state of the 
industrial arts is a joint product; that is, a common understanding and 
solidarity of sentiment must be worked out between the technicians and 
the general working force in the· underlying population. The latter 
would be represented by deputies and commissioners in the general ad­
ministration. 

In its elements the revolutionary project is simple and obvious, but 
its working out will require much painstaking preparation. "In principle, 
all that is necessarily involved is a disallowance of absentee ownership; 
that is to say, the disestablishment of an institution which has, in the 
course of time and change, proved to be noxious to the common good. 
The rest will follow quite simply from the cancelment of this outworn 
and footless vested right." The initial move would be a cancellation of 
all corporation securities. Since the underlying industries, controlled by 
absentee ownership, are the industries which control the main conditions 
of life, the taking over of these industries from the dead hand of the 
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captain of finance will result in the disallowance of small business enter­
prises without any formal elimination. They could be taken over by a 
conscientious withdrawal of efficiency, which would be in effect a general 
strike. The engineers could do this in a few weeks, but unless they have 
the aggressive support of the trained working force. in the primary indus­
tries they will accomplish nothing more than "a transient period of hard­
ship and dissension." 

As yet the production engineers have not drawn together but are still 
content to take orders from the deputies of absentee owners; the working 
forces of the great industries are out of sympathy with the technical men, 
and are bound in rival organisations; the underlying population is still 
uninformed of the state of affairs leading to disaster. All these groups 
still believe uncritically that absentee ownership is the salvation of civilisa-
tion. · 

Stewart, Mitchell, and Ardzrooni selected the best of Veblen's earlier 
essays and had them published under the title, The Place of Science in 
Modern Civilisation and Other Essays. Stewart and Mitchell considered 
the title essay to be Veblen's best, and, when Stewart suggested it as the 
most satisfactory title, Veblen merely agreed without question. In addi­
tion to this essay the volume· includes "The Evolution of the Scientific 
Point of View," "Why Is Economics Not an Evolutionary Science?" 
"The Preconceptions of Economic Science," "The Limitations o{ Mar­
ginal Utility," "Professor Clark's Economics," "Schmoller's Economics," 
"Industrial and Pecuniary Employments," "The Economics of Karl 
Marx," "Some Neglected Points in the Theory of Socialism," "An 
Early Experiment in Trusts," "On the Nature of Capital," "The Muta­
tion Theory and the Blond Race," and "The Blond Race and the· Aryan 
Culture." 

The reviews of this collection reflected the usual difference of opinion 
over Veblen. The socialists consigned him now to the despised class of 
liberals. The reviewer in The Call declared that, if Veblen intended his 
original style to keep him clear of too close an identification with radi­
cals, he had succeeded admirably. "He would be rash, indeed, who sug­
gested that the word 'Veblen' conveys the same meaning to all minds . 
. . . Mencken cries 'Pish! Posh!' while humble Columbia instructors 
spend their salary increases in adding his books to their libraries .... 
Each reader will find in it what he is looking for." The college senior 
will point aghast at Veblen's highly involved and ponderous sentences, 
but the faithful liberals will be impressed with his wide erudition. Con­
gratulations may well be extended to those who succeed in unravelling 
the maze. "The absence of rhetorical brilliance will prove his sober pene­
tration .•.• Nowhere in them is there any indication of that subtle 
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wit, the telling thrust, the finely pointed characterisation that rewarded 
the hours of toil through his other writings." If the caution shown here 
was due to the fact that Veblen's public was college professors, his subse­
quent flight "from university circles to New York City is deserving of 
sympathy/' The articles will not be of particular interest to revolution­
aries, not even to "parlour Bolsheviki." The essays on socialism imply 
the scantiness of information available in Veblen's day, "the inhibition 
enforced by a scholastic environment,", and a state of public opinion which 
viewed the slightest departure from orthodox economics and established 
procedure as subversion of public morality. "While our author's stand­
ing as a humanist is enhanced by the essays, his reputation as an economist 
will not be." The specialists in political economy may find his other ar­
ticles of interest, but for the general reader there is nothing in them that 
is not better presented in his books. Taking Veblen's work in general, 
"it is the university instructor, the philosophical liberal," who is drawn 
to him, the class which turns away from orthodox thinking but which 
cannot, because of either prudence or previous conditioning accept the 
only adequate system. Veblen "takes the materialistic interpretation of 
history and socialistic economics, subdues them, envelops them in a 
metaphysical terminology, arranges them in a striking design, and finally 
offers them for public consumption. Nothing could appeal more to our 
closet intelligentsia," for they can now accept socialism "without the 
stigma attached to the term, and yet· offer it as the expression of their 
own muddled liberalism." 

The "philosophical liberals," however, had their own quarrel with 
Veblen. Hamilton's review of the book declared that "the danger of ig­
noring [Veblen] because he is far in advance of the scrimmage line is 
gone. The present danger is that his work will be appraised in terms that 
are indefinite and cosmic. There is already a tendency to make him re­
sponsible for all that is new in economics; and in history and psychology 
as well.' ••• And the movement has reached the laity. In this season's 
most 'significant' novel the heroine who fights the smugness of the small 
town with affectation reads Veblen." The glib phrases of his books have 
"convinced many of their readers that they have understood Veblen." 
But The Place of Science in Modern CWilisation, which "presupposes a 
specific acquaintance with economic theory'' and is addressed to the pro­
fessional economist, "enables the cosmic judgments of Veblen's place in 
economics to be reduced to finite terms." 

The orthodox economists, those who felt themselves to be the only 
true professional economists, did not assign Veblen a very high place. 
Frank Knight of the University of Chicago said in his review in The 
Journal of Political Economy that Veblen was "not a close or dear 
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thinker" and that he could hardly be followed as a "constructive leader" 
in economics. "The most serious defect of the Veblenian philosophy comes 
out in the contrast between pecuniary and industrial employments." Even 
Veblen's secretary, Babette Deutsch, said of the book in The Dial that 
there are passages throughout that "rouse impatience because of the 
author's very carelessness of pragmatism." 

Veblen's career as an editor came to an. end after one year, when The 
Dial turned into a literary magazine. It had been dependent on sub­
sidies in one way or another, and these finally ended. But in the New 
School for Social Research, established in the fall of I 9 I 9, Veblen had 
already found another temporary resting place, which at first, as so ma.ny 
others had done, gave promise of offering him the opportunities he had 
been seeking. 

The first announcement of the New School for Social Research de­
dared: "The people of America as well as those of Europe now face a 
tide in the affairs of men such as will scarcely pass without a searching 
readjustment of the established order of things. In view of the difficult 
situation in which humanity finds itself a group of men versed in the 
various branches of knowledge relating to mankind have drawn together 
for counsel, for the correlation of their investigations and the establish­
ment of a centre of instruction and discussion where serious-minded and 
mature students may gather to carry on their studies in a spirit of scien-
tific inquiry. . 

"It is, in short, the purpose of the New School to seek an unbiased un­
derstanding of the existing order, its genesis, growth, and present work­
ing, as well as of those exigent circumstances which are making for its 
revision." 

In further agreement with Veblen's ideals, although not altogether, 
it was stated that the standard of all the work in the school would be 
"'post-graduate' in character although an academic degree is not required 
for admission." There was to be no irrelevant ceremonial apparatus or 
hierarchy of ranks. The students "will be presumed to be pursuing each 
his special study for its own sake according to his particular aims and 
interests, and there will therefore be no prescribed 'course of study' or 
fixed curriculum." There was some provision for fellowships. A distin­
guished faculty was assembled, including Veblen and also Charles A. 
Beard, James Harvey Robinson, and Wesley C. Mitchell, all of whom 
resigned from Columbia University. They were referred to as the "Big 
Four." John Dewey, who retained his Columbia professorship, agreed 
to lecture at the school. Others in the first faculty were Graham Wallas, 
Leon Ardzrooni, Alexander Goldenweiser, Horace Kallen, Leo Wol­
man, Harold J. Laski, Harry Elmer Barnes, Elsie Clews Parsons, Dean 



4SO THORSTEIN VEBLEN 

Roscoe Pound,-Robert Bruere, Ordway Tead, Moissaye Olgin. Veblen 
was scheduled for his famous "Economic Factors in Civilisation.'' For 
the benefit of selected students he gave a course, limited to ten, entitled 
"Special Studies of Economic Factors of Civilisation," and another course 
was devoted to individual conferences. Veblen's salary was $6ooo a year. 
In the first two years $4500 of it was contributed by a former Chicago 
student who had been greatly influenced by Veblen. Veblen, like a 
frugal Norwegian, saved most of it and turned it over in large part to 
Ardzrooni for investment in the latter's raisin vineyards in California. 

The New School was a fine, simple building in old Chelsea, with its 
witldows facing a pleasant garden. For a while Veblen and Ardzrooni 
shared an apartment in a near-by building owned by the school, but early 
in I 920 Ardzrooni went to Dr. Alice Boughton and said that Mitchell 
and Robinson had sent him to inquire if she had place for Veblen, for 
they felt that he was not getting proper food or care. Dr. Boughton and 
Miss Mildred Bennett were living in a house of their own, and they 
gladly consented to have Veblen with them. They both admired him 
greatly and felt that someone should take care of him be~use he was a 
"national asset." Veblen came the following Sunday and stayed on with­
out ever mentioning the matter. He became interested in detective stories, 
although he never admitted it, and whenever Dr. Boughton missed one 
of hers she could be sure of finding it hidden under Veblen's mattress. He 
was immaculate in his habits, and never left his room until it was entirely 
in order • 

. Veblen was continually encouraging his former students to write for 
publication, and if they had manuscripts completed he would accompany 
them to his publishers. When the authors pointed out the great probabil­
ity of the failure of the volume, Veblen said that he had never dreamed 
that The Theory of the Leisure Class would become so popular. 

Dewey, who was more than ever turning to political programmes and 
measures of reconstruction, said: "1 always found Veblen's own articles 
very stimulating and some of his distinctions, like that between the 
technological side of industry and its 'business' aspect, have been quite 
fundamental in my thinking ever since I became acquainted with them." 
Veblen, now grown more mellow, said after hearing an attack on Dewey 
and James by a leader of behaviouristic psychology: "He will never 
know as much as Dewey and James forgot." 

Harold Laski, in a letter of his impressions of Veblen during his first 
years at the New School, has said: "I first met Professor Veblen shortly 
after the opening of the New School for Social Research. He was very 
shy, and, in the first weeks of our acquaintance, it was difficult to get 
on intimate terms with him. But, once the initial barriers had been over-
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come, he was an entrancing companion. He delivered himself, in a half­
oracular, half-ironical way, of extraordinarily pungent judgments upon 
men and things. I remember particularly his admiration for Marx .•• 
his praise of F.J. Turner and Charles Beard •••. .' He used to insist that 
we had entered upon an epoch of revolution and he doubted whether 
any American of his time would see again the kind of social peace char­
acteristic of America in his youth. : • • He impressed me greatly both 
by his sudden flashes of insight-a streak of lightning which revealed 
unexpected vistas-and the amazing range both of his general knowledge 
and his memory for almost esoteric facts. It would have been easy to 
describe much of his talk as cynical; but one saw quite early that this 
was in fact merely a protective colouring beneath which he concealed 
deep emotions he did not like to bring to the surface. I was moved by his 
patience, his willingness to consider difficulties, his tenacity in discussion, 
and his anxiety, in matters he regarded as important, to discover common 
ground. When I first knew him, he was beginning to get the recognition 
he deserved; and it was profoundly moving to watch his shy delight in 
realising that his long struggle was at last beginning to bear fruit. . • • 
I do not remember discussing anything with him without receiving il­
lumination; and his kindness to a much younger teacher remains one of 
the abiding memories of my years in America." 

But there were many who still found themselves quickly blocked in 
attempting to pierce his mask. Once when asked if he really believed a 
certain fantastic race theory that he was seriously expounding, he replied 
that it was good for those who found it good. When a colleague said to 
him that, if Veblen was a Marxian, all the other Marxians were wrong, 
he retorted that every man was entitled to the credit for his own original­
ity. There was scarcely a faculty member, however, who did not recognise 
that his was a great creative intelligence. Veblen never called any of 
his friends by their first names. 

In spite of the fact that Veblen was rather a diffident person, there was 
something of the showman in his nature. Alvin Johnson has said that 
Veblen's Norwegian accent was very noticeable when some distinguished 
visitor was in his class whom he wished to impress. Veblen was not un­
willing to attend gatherings when he was the centre of attention, but 
he never allowed a M::ecenas relation to develop. He refused to make any 
effort to attract students or to make contacts with those who were in­
fluential or wealthy, even though he must have realised that he was rela­
tively unknown to the trustees and that in the light of his large salary 
and small classes they might cpnsider him an expensive luxury. On the 
other hand, he could be diplomatic enough when the interests of others 
were concerned. When Davenport was suggested in 1920 as president. of 
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the Economic Association, he refused to be considered, because the asso­
ciation had never made Laughlin president. But Veblen encouraged the 
sponsors, and, when Davenport was actually offered the nomination, 
which was equivalent to election, Veblen was with him and made him 
accept. 

The other members of the "Big Four" drew and held large audiences, 
mostly from Columbia University, but Veblen and Dewey were not so 
fortunate. Students would pack their classes on the first day, but would 
gradually dwindle to a handful. Veblen actively discouraged students by 
suggesting that they take other courses, and his monotonous voice was 
a further deterrent. When a class of seventy was gathered together for 
him in order to pay his salary, Veblen seems to have taken pains to speak 
in a lower voice than usual. But he was tired of teaching, and as affairs 
grew more complicated he felt tired and ill. Since the school gave no de­
grees, other universities refused to grant credit for work done there, and 
thus the best type of student was rare. In some respects the students were 
less satisfactory than undergraduates. Veblen's absence from classes in­
creased, presumably because of ill health, but, whenever his health was 
examined, nothing wrong could be found. 

Veblen was a different person at his summer camp on Washington 
Island, which was an Icelandic settlement. There he was able to indulge 
his interest in botany and he even did some sculpturing, in the company 
of a niece's husband. He planned fictitious holidays and birthdays for his 
guests and neighbours and arranged amusements and hunts. He could 
outrun any of his guests, including even the younger ones. Veblen called 
on his Icelandic neighbours regularly with great formality. He bought all 
his supplies from them and, seeing them as an instance of the common 
man in opposition to the vested interests, he paid higher prices than were 
asked. But even here Veblen's laughter and humour seemed to some of 
his friends to be a little forced. After the vacation, when he returned to 
New York, the task of teaching, small as it was, proved too much, and 
he resorted to the same defence mechanism that he had used after re-
turning from Yale. . 

As before, however, there were some students who found him inter­
esting and who delighted in his flashes of humour. McAlister Coleman 
has said that Veblen's lectures on politics in the machine age were a 
''witheringly ironic, sometimes consciously concealed attack upon the 
salients of the stuffed shirts. • • • John McConaughy [another radi­
cal] once said: 'That man can kick them without once showing his foot.'" 
It was with the greatest difficulty, and only now and then, that "any 
of us" could "catch a sly, shrewd, deflationary word or so," but "all of us 
agreed • • • that we would rather have one of Veblen's swift summations 
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of a situation, mufRed and inaudible as some of it might be, than a tank-
ful of the customary academic gas." · · 

When the New School began to function in the fall of I9I9, Veblen 
was writing the series of articles leading to a memorandum for a soviet 
of technicians. He had become obsessed with the important role of the 
technician, and felt that the New School provided the opportunity and 
headquarters for the group he planned. On October I 9, 19 I 9, he wrote 
Guido Marx, in California: "Now, it is an intimate part of the ambitions 
of the New School to come into touch with the technical men who have 
to do with the country's industry and know something about the state of 
things and the needs of industry. In fact, some of us are beginning to see 
that 'social research' means, in good part, industrial research of a very 
objective and even mechanical character, if it is to mean anything sub­
stantial. At the same time the younger generation among the technicians 
appear to be getting uneasy on their own account, with very much the 
same notion, and are loosely drawing together and entering on an in­
quiry into the industrial conditions and speculating on a way out of the 
current muddle. All of which leads up to this. Can you offer a course of 
lectures at the New School, on any topic which this state of things may 
suggest to you, during the second semester of this school year? • • • 
These lectures at the New School are not all the reason for my breaking 
in on you, and as far as concerns my own interest they are not the chief 
reason for wishing to see you here. Several of us who take an interest 
in the run of affairs want the help of your judgment and information, 
particularly as this winter promises to bring on something of an organ­
ised inquiry and publicity bearing on the industrial situation, both from 
the side of the economists and from that of the engineers. In effect, there 
is something for you to do and New York is the likeliest place for you 
to do it." Later, because of "a slight indisposition of Dr. Veblen's," Ardz­
rooni took up the correspondence with Marx. On December IO, Marx, 
who was relinquishing a half-year's salary at Stanford, telegraphed that 
he preferred to come without compensation. On December I I, Ardz­
rooni wrote to Marx: "The situation is this: I have been hobnobbing with 
some of the members of the A.S.M.E. [American Society of Mechani­
cal Engineers] and find that they are very much upset about the present 
industrial muddle throughout the country. Some of them, with the con­
nivance of certain prominent newspapermen, had nearly perfected plans 
to get together and discuss matters under the guidance of H.L. Gantt. 
They are all convinced that there is something wrong somewhere, but 
they are still groping and need proper leadership. As you have probably 
heard, Gantt died quite recently, and, in speaking about the plans of 
these engineers, I told them we had in you the proper leader and, in case 
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it was possible· for you to come to New York, you would meet with 
them once a week, or oftener, and talk things over." 

On December 18, l\1arx sent a description of the course as "The engi­
neer considered in his relation to the natural resources and to the organi­
sation and direction of the industrial enterprises which utilise them." 
Ardzrooni wrote Marx what he felt to be a faithful paraphrase of this 
statement for the purposes of the catalogue. There the course appeared 
under the title, "Conferences on the Social Function of the Engineer," 
and was described as follows: "The production and distribution of goods 
is now fundamentally an engineering as well as a social problem. The 
engineer's function is to insure the full use and unimpeded operation 
of the material resources and industrial equipment of the nation with a 
view to secure a larger volume of production ·and a more adequate dis­
tribution of the output. The course of lectures and conferences with 
technical men is intended to be a study of these questions with a view to 
reach some common understanding of these industrial and social con­
ditions." 

Marx says that when he reached New York "no mature members of 
the A.S.M.E. appeared in the picture." Howard Scott was "one of two 
men brought around for me to interview. I was not favourably impressed 
with him. I could not believe he was a trained technician, his use of 
technical terms being highly inaccurate and his thought processes, to my 
mind, lacking in logical structure and being basically unrealistic. His 
chief id~a at that time was an industrial survey which would have re­
quired the complete staff and facilities of a census bureau. In brief, I 
chose to have as little to do with Scott as possible and advised Veblen 
and Ardzrooni to that effect •••• Veblen never gave me to understand 
that he doubted my judgment of Scott." Marx arranged a dinner and 
conference to bring the faculty of the school in contact with leading 
technicians, "in line with what I thought would best fulfil Veblen's plan." 
Among the technicians present at the conference were Colonel Fred J. 
Miller, president of the A.S.M.E., Calvin Rice, secretary of the 
A.S.M.E., Morris L. Cooke, director of Public Works of Philadelphia, 
E.J. Mehren, editor of McGraw Hill publications,- and the architect 
Frederick Ackerman. Among the faculty members who attended were 
Veblen, Robinson, Mitchell, Barnes, and Ardzrooni. 

According to Marx there was substantial agreement as to the part the 
technician plays in the scheme of things and his responsibility to society 
to lead in the direction of order. But an editor of engineering publica­
tions summed up the majority sentiment "when he said that as an editor, 
'if he pulled any harder on the tow rope, he would merely break the 
rope.' Remember, these were the days of Mitchell Palmer and his acute 
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'red scare.' Anything that touched the established 'order of things was 
'red.'" 

l\1orris L. Cooke met Veblen a few times at an Armenian restaurant, 
where Veblen taught him to eat Armenian food. According to Cooke, 
Veblen was on one occasion somewhat amused when some communists 
at the table quite glibly discussed the problem of feeding New York 
City during the impending uprising, but he was unwilling to say any­
thing that would dampen the enthusiasm of youth. He was quite pleased, 
however, according to Mitchell, when someone told him he was laying 
the foundation of modern socialism. Veblen became deeply interested 
in the work that Cooke was doing, and often discussed with him the 
larger function of the engineer in the organisation of society. He took 
a great deal of interest in the Giant Power Survey and in the fact that 
it was being carried out by engineers rather than by politicians. But 
Cooke said, as had so many others: "I must say that all my contacts with 
him were rather tenuous because he struck me as a man who was almost 
too frail for any kind of contacts. He was a bully good counsellor, but 
only as to theory. There was too little physique there to help on action.'' 

It had been agreed that Marx was to be given $250 for his expenses 
in coming from Stanford, but because of the smallness of the group the 
New School lost financially on the venture, although not as much as 
.l\1arx had sacrificed. He had so en joyed his association with the faculty 
and his group of students, however, that he sought some way to show 
his appreciation. His niece was Bianca Will, the sculptress, and, when 
she expressed a wish to make a portrait bust of Veblen, it seemed to Marx 
an excellent solution for his problem. He arranged to give her the $250 
he was to receive from the school, and with Ardzrooni's help he per­
suaded Veblen to consent to the necessary sittings. According to Miss 
\Vill, "when Veblen was asked to pose, I think he did not like the idea 
especially but was very kind and g~ntle about it, saying only something 
whimsical to the effect that he ·might as well sit there as any place since 
he wasn't any good for anything else anyway." The bust was first put 
in the lounge of the school, where the faculty frequently foregathered, 
but Veblen was sensitive about so constantly encountering himself, and 
it was removed to the library. 

In the summer of 1920 Veblen made a visit to California. Through 
the carelessness of real-estate agents his mountain cabin had been in­
cluded in a sale of surrounding property, but Camp's sister, who handled 
Veblen's property interests, had made an arrangement with the owner 
of the surrounding property whereby Veblen's title was recognised and 
a small rent paid. The signs, however, had not yet been rectified, and 
Veblen had not been told of the mistake. Veblen, Ardzrooni, Camp's 
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sister, and three or four others drove up to the cabin in an automobile. 
Veblen thought the neighbouring landowner had seized his property. He 
took a hatchet and methodically broke the windows, going at the matter 
with a dull intensity that was like madness, the intensity of a physically 
lazy person roused into sudden activity by anger. If there were to be any 
disputes about the ownership, he intended to make the place thoroughly 
uninhabitable for all concerned. Ardzrooni, under the spur of Veblen's 
excitement, helped him on the job, and Camp's sister was too terrified 
at the sight of Veblen's anger to attempt any explanation of the situa­
tion. Most of the group were acutely embarrassed. In time they got 
themselves back into the car, and in a brave effort to return to normal 
behaviour someone asked: "And what is going to be the title of your 
next book, Dr. Veblen?" "Absentee Ownership," he answered, and said 
nothing more on the way home. The irony of the remark was not fully 
appreciated until three years later when the title of Absentee Ownership 
was actually announced. Veblen had a sign put on the property stating 
that it was the private property of Thorstein Veblen, and after his return 
to the New School he commenced writing the book. 

Lubin, then at the University of Michigan, delivered a paper before 
the Michigan Academy of Science, in 1920, on "The Economic Costs of 
Retail Distribution,'' based on the material that Veblen had had gath­
ered by the Food Administration. Data, largely statistical, were gathered 
for 1200 towns, and Veblen's earlier discussion of the untoward nature 
of the c;ountry town and of retail distribution is shown to have been 
more an understatement than an exaggeration. Waste and duplication 
were_ rampant. The data as to retail grocery prices showed that food 
prices were not cheaper in those towns where duplication was most ex­
tensive; "indeed, many instances may be cited where the opposite was 
true." In spite of the low profits and the high percentage of bankruptcy 
in the retail field as compared with the manufacturing field-ll,923 
failures·in the former and 3691 in the latter in 1917, a year of unparal­
leled profits and prosperity-the number of retail establishments shows 
no decrease. "Emulation, the desire to supplant one's competitor through · 
the lowering of prices or through better service, seems to have disap­
peared,'' and the "consumer for whose benefit the institution of competi­
tion is apparently maintained continues to pay for the maintenance of the 
institution with no gain to himself." 

Veblen's attitude towards international politics and finance was re­
flected in a note by Stewart on "Financing Revolutions in Mexico," in 
The Journal of Political Economy. "When in the course of human events 
it becomes expedient for a people to dissolve the economic bands which 
have connected them with their past, a decent respect to the opinions of 
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the investing classes requires that they should recognise all outstanding 
obligations. These classes, having been legally endowed with certain in­
alienable rights, among which are their claims to the virgin resources 
beneath the surface of their lands, are entitled to the protection of the 
law both at home and abroad. To secure these rights ·governments are' 
instituted among men." As to the treatment of foreign investments, 
"here ••. as elsewhere in matters of fiiJ.ance, the final appeal is to the 
investment bankers. . . • The investment bankers act with the decisive­
ness and finality of those who control the source of supply." Thus an ln.: 
ternational Bankers Committee on Mexico has been organised, with J.P. 
Morgan as chairman, and when Mexico asks for funds in the great finan­
cial markets she will be politely referred to the committee. "Before pass­
ing on the application, the then existing Mexican government will be 
expected to validate outstanding obligations in addition to making new 
pledges. . . • Investors of all countries unite for the financial conquest 
of Mexico." 

Cooke asked Veblen to write an article dealing with the general topic 
of labour management and production for the September 1920 issue of 
the Annals of the American Academy of Political and Social Science, of 
which Cooke, Samuel Gompers, and Colonel Miller were the editors. 
Veblen passed the assignment on to Ardzrooni, whose article was called 
"The Philosophy of the Restriction of Output." 

Veblen wrote on much the same topic in The Political Science Quar­
terly, in the guise of a review of John Maynard Keynes's The Economic 
Consequences of the Peace. Veblen wrote his review a year after the book 
appeared, but said that did not make any substantial difference. This 
piece has much in common with the earlier essays dealing with there­
ceived economists. Keynes's attitudes, declared Veblen, is that of the 
dominant common sense, of "men accustomed to take political documents 
at their face value." The treaty is not a conclusive settlement, as Keynes 
imagines, but a point of departure for further negotiations, for further 
warlike enterprise. The bargaining out of which the treaty resulted was 
conducted with the characteristic "vulpine secrecy" of the elder states­
men. Keynes's discussion of the treaty is a commentary on its language 
rather than on the consequences which wete designed to follow from 
it or the uses to which it is lending itself. The treaty and the league have 
not brought world peace, but have only provided a screen for the elder 
statesmen's never-ceasing policies of imperial aggrandisement and chi­
cane. The most binding provision of the treaty and the league is the 
unrecorded one, by which the governments of the great powers are bound 
together for the suppression of Soviet Russia. Except for this, the elder 
statesmen are still engrossed with mutual jealousies and cross-purposes. 
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Keynes's criticisms of President Wilson are unwarranted. Absentee 
ownership is menaced by Bolshevism, but the elder statesmen are by na­
tive temperament and by the duties of their office committed to this 
paramount institution and abiding purpose of the political traffic of the 
imperialistic nations, including America. When President Wilson drew 
up the fourteen points, based on the humane spirit of Mid-Victorian lib­
eralism, without realisation that the Mid-Victorian liberalism had grown 
into the Democracy of Property Rights, of commercialised imperialism, 
the Bo~shevist demonstration had not yet become a menace. But when 
the question resolved itself into a choice between the humane principles 
of Mid-Victorian liberalism and absentee ownership, it was inevitable 
that absentee ownership came first, and that the fourteen points were 
scrapped. The guardians of the democracy of investors, of commercial 
imperialism, are driven to root out Bolshevism at any cost, regardless 
of international law or the law of human rights. 

This need to safeguard the democracy of absentee owners is seen in 
the "notable leniency, amounting to something like collusive remiss­
ness," in the question of the German indemnity. The stipulations have 
proved to be merely provisional and tentative, something in the nature 
of diplomatic bluff, to gain time, divert attention, and keep the claim­
ants in a reasonably patient frame of mind, "during the period· of re­
habilitation" needed to re-establish the reactionary German regime "as 
a bulwark against Bolshevism." The indemnity stipulations have already 
been substantially modified, and "there is no present reason to believe 
that any of them will be lived up to in any integral fashion." They are 
apparently in the nature of a base of negotiations and are due to come 
up for indefinite further adjustment as expediency may dictate. The 
expediencies are determined by the necessity of defeating Bolshevism 
in Russia and elsewhere, and by the necessity of the "continued secure 
tenure of absentee ownership in Germany." Germany must not be so 
effectively crippled as to leave the "imperial establishment materially 
weakened in its campaign against Bolshevism abroad or radicalism at 
home." The indemnity must not exceed what can be. thrown on the un­
derlying propertyless working population, "who are to be kept in hand," 
that is, it must not be so large as effectively to endanger "the free income 
of the propertied and privileged classes, who alone can be depended on 
to safeguard the democratic interests of absentee ownership." There­
fore the provisions of the treaty avoid any confiscation of property. An 
adequate indemnity could be collected, however, without materially de­
ranging the country's industry and without hardship to the underlying 
population, if the German war debt, imperial, state, and municipal, were 
entirely repudiated and if the freed resources were diverted to the benefit 
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of those who suffered from German aggression; in other words, if ab­
sentee ownership were disregarded by "a comprehensive confiscation 
of German wealth, so far as that wealth is covered by securities and 
is therefore held by absentee owners," the parties guilty of the war. 

But the statesmen of the victorious powers, in order to safeguard the 
prevailing democracy of investors, have taken sides with the war-guilty 
absentee owners, against the underlying population. The indemnifica­
tion of war victims has been enforced with a particular bias in favour 
of the German imperial status quo ante. The provisions touching dis-' 
armament and the discontinuance of warlike industries and organisation 
"have been administered in a well-conceived spirit of opera boujje." 

In November 1920 a new edition of The Vested Interests and the State 
of the Industrial Arts was issued, with the title changed to The Vested 

Interests and the Common Man. The change is indicative of the vital 
meaning that Veblen attached to "the state of the industrial arts." 

Veblen and Ardzrooni were giving a course at the New School on "The 
Productive Use of Resources,'' and Captain Otto l;leyer was continuing 
Marx's work. According to Beyer his purpose was to enlarge upon. some 
of Veblen's contributions concerning the relation of ·the engineers to 
modern economic society. Howard Scott, Stuart Chase, and others par­
ticipated, and listened also to Veblen. About the same time Scott and his 
friends set afoot an organisation called the Technical Alliance. Scott pro­
posed that the organisation of technicians should perform "the function 
of a mutual service between technical members; and the function of a 
training service for those organisations which wish to subscribe to it," 
and that its programme "must not be one of sympathy towards any 
ideal." Friends disagreed. One wrote to Scott that the Technical Alli~ 
ance must have a specific point of view, saying it was his opinion "that 
through a release of the technical resources of the country, living in it 
would become more worth while for everybody, that the businessman 
cannot on account of the business system release these technical resources, 
th2..t the labour movement may release them, provided the technicians 
and the labour movement can be brought into some working alliance. 
. • . You can organise paid technicians or a staff 'to give progressive 
bodies the plans and data of the present mechanism of industry' but you 
can't • • • organise a group of volunteer technicians to assist this staff 
unless they understand what it is all about." If the technician does not 
have such an ideal, or point of view, "he is going to ask 'what do I get 
out of it?'" The idea of mutual service would not interest any technician 
"unless it implied some sort of an employment service which would 
assist him in getting a more remunerative job." · 

The printed prospectus of the Technical Alliance omitted the que~tion 
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of the ideal, and presented what was in effect a garbled account o£ Veb­
len's memorandum for a soviet of technicians. An elaborate organisation, 
to engage in applied engineering and pure research, was set forth, and, 
significantly, the concept of technician was interpreted with the com­
prehensive meaning given it by Veblen. Scott set himself down as chief 
engineer. The temporary organising committee listed in the prospectus 
was composed of two physicians, Allen Carpenter and John C. Vaughan; 
two architects, Frederick L. Ackerman and Robert H. Kohn; three elec­
trical engineers, Bassett Jones, L.K. Comstock, and the great Steinmetz; 
a housing expert, Charles H. Whitaker; a statistician, Leland Olds; an 
accountant, Stuart Chase; a forester, Benton Mackaye; a physicist, Rich­
ard C. Tolman; a chemist, Carl C. Alsberg; ;md two "educators," Alice 
Barrows and Veblen. Ardzrooni, in the copy_ of the prospectus which he 
sent to Marx, wrote under the list of names: "I have learned that most 
of the men whose names • • • appear here were never consulted nor in­
formed of any meeting, e.g., Veblen. Veblen gave them a calling down 
for using his name without asking him about it." But Veblen was ap­
parently deeply interested, although he felt that the established engineers 
did not appreciate the situation, and he was somewhat incensed at their 
attitude of letting nature take its course and expecting things to work 
out their way in the long run. Ardzrooni seems to have been rather ac­
tive in the work of the Technical Alliance, although he felt that Scott 
was too vague. The Alliance did some service for Jett Lauck, and for 
the I.W.W. it did some work on a lumber investigation, and it made 
reports on coal, milk distribution, and luxuries. 

In February 1921, Veblen's Engineers and the Price System was is­
sued. The Dial commented that "certain phrases, like 'the underlying 
population' and 'Vested Interests,' occur too often and too complacently 
even for the purposes of irony. One feels that the thinker has been swal­
lowed by the propagandist." A woman who had known Veblen when he 
was writing The Theory of the Leisure Class said that The Engineers 
and the Price System had none of the sting of the earlier book. "It is mel­
low and balanced •••• Dr. Veblen in his later years seems to have been 
a very different man from the drolly gay and cynical man I knew." The 
radicals also were not impressed. Max Eastman said in The Liberator 
that "Veblen could not point out the weak spots in the [social and eco­
nomic structure] with a more dry and masterly accuracy, if he were con­
sulting engineer to His Satanic Majesty who contrived it." But "Veb­
len's 'Soviet of Technicians' may be set down as a soviet of abstractions-­
interesting as an intellectual experience, but irrelevant to the problem 
of defining and organising a dynamic force sufficient to alter the essential 
course of history." 
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In May The Freeman, which was published by Huebsch· and sup­
ported by a single-taxer, although it was directed towards views far more 
radical than the single tax, published Veblen's article "Between Bol­
shevism and War." The principle of action of Bolshevism is the disal­
lowance of absentee ownership, and such a disallowance amounts to a 
revolt against the constituted authorities by the underlying population. 
This revolutionary movement may signify a peaceable substitution of 
the new order for the old, or a resort to violence. Bolshevism, in point 
of method, or ways and means, is committed to the soviet-a form of' 
government of, by, and for the underlying population-and thus it im­
plies the elimination of the prevailing parliamentary form, in which the 
government is of the underlying population, by and for the substantial 
citizens, or absentee owners. The soviet is closely analogous to the town 
meeting, as known in New England history. 

"The certified socialists are among the staunchest enemies of Bol­
shevism." They support a belief in the eventual obsolescence of all own­
ership "by force of a natural law which governs the sequence of human 
affairs." They "had hoped to preserve the established political organisa­
tion intact, and eventually take it over for their own use." But "socialism · 
is a dead horse," and socialists are realising that Bolshevism is rendering 
the orthodox preconception obsolete. 

Under the prevailing law and order, absentee ownership comes first, 
and other interests are tolerated only so long as they are ·subservient to 
the main interest. As soon as the underlying population appreciates its 
de facto disinheritance, the drift of sentiment to the Red Flag will be 
appreciable. The practicable corrective is warlike preparation and warlike 
enterprise, which induce patriotic animosity and servility in the under­
lying population. In the material respect warlike expenditure is a net 
loss, but ninety percent of federal expenditures is for this pux:rose. The 
factor that still stands in the way "of a free-swung Bolshevist ·temper 
and a consequent bull-headed Bolshevist adventure in these civilised na­
tions is the belated conservatism of the passing generation," which is in 
effect a spiritual holdover. out of an obsolete past, in which "absentee 
ownership had not yet taken over the nation's industrial system." The 
experience of the recent past plainly shows that the established business­
like system of ownership and control cannot provide a decent livelihood 
for the country's population; it is patently unfit to take care of the coun­
try's industry and the material fortune of the underlying population. 
For the last two and one-half. years the captains of industry and states­
men have laboured to turn the unexampled industrial resources of the 
country to some account under the rule of absentee ownership and busi­
ness as usual, but the result of their concerted ~ffort is an "uneasy state 
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of industrial 'twilight sleep,' hedged about with nightmares of famine, 
pestilence, and Red riots"; and under the continued management of 
absentee ownership and business enterprise, this "incredibly shameful" 
state of affairs has been growing worse. 

But in spite of its plight the world had failed to achieve the prophecy 
which Veblen made in ThtJ. Theory of Business Enterprise. A depression 
had arrived and his radical colleagues were convinced that a revolution 
was about to occur, but the depression began to clear and there was no 
panic: and no revolution. Veblen seems to have taken the red hysteria 
almost as seriously as had the authorities; he said, in fact, that the poli­
ticians had led him astray. He told Babette Deutsch that he did not ex­
pect a revolution to occur in his lifetime, but he was embittered none 'the 
less. Former students of orthodox convictions, such,as H. Parker Willis, 
who had been secretary of the Federal Reserve Board, felt that Veblen 
had completely changed, that he did not care for his old intellectual as­
sociates, and that the personal contacts between them and Veblen, which 
had heretofore been close, were now broken. 

But the Technical Alliance had a brief existence. Financial support was 
lacking; some of the clients complained that services arranged for had 
not been performed; and there were complaints that the chief engineer 
was too arbitrary. On March 25, 1921, an executive committee, which 
included Ardzrooni, Scott, Ackerman, Comstock, Bassett Jones, Sullivan 
W. Jones, and Whitaker, was set up, to have full powers and reorganise 
the Alliance. On May 1 6 the members of the committee, with the ex­
ception of Scott, reported that they had requested Scott, then in posses­
sion of the books and property of the Alliance, to "turn over all cash 
to the Committee's Treasurer; make an inventory of all property and 
report it to the committee; turn over all books and accounts to an audit­
ing committee composed of Messrs. Ardzrooni and Whitaker. Mr. Scott 
himself present at the meeting agreed to do these things at once. The 
undersigned have since learned that he declines to comply with the re­
quest and, lacking power in the matter, and without inclination to pro­
ceed further, the undersigned consider themselves as discharged." 

The New School underwent a radical change in 1922. Of the "Big 
Four'' Beard, Mitchell, and Robinson resigned. Financial support practi- · 
cally disappeared, and in order to maintain itself the school broadened 
its activities. Veblen's position was a precarious one, but he had nowhere: 
to go. Attempts to find him a post in the city universities proved unsuc­
cessful. Davenport tried again to bring him into Cornell but, aside from · 
other difficulties, Veblen could not stand the Ithaca climate. At one time 1 

there was a possibility of his joining the faculty of a leading Scandinavian 1 

university, but every time terms were agreed upon, the changes in ex-l 
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change rates required new terms, and in the end the plan fell through. 
Veblen attempted to persuade Alvin Johnson, the new director of the 
school, to raise $40,000 to help develop his ideas on the role of the 
engineer, but not even a small fraction of that sum could be raised, since 
those who had money either did not know of Veblen or did not care for 
his ideas, and those who were interested in. him were generally without 
means. Veblen felt deserted. He was still interested in his old report to 
the government on "Farm Labour and the Country Towns," and felt 
that the government should have originally published the report, .and ' 
particularly its elaborate statistical data. He seems to have had an ex-
pectation that it might still do so. · 

Early in 1922 Wallace W. Atwood, president of Clark University 
and Mrs. Veblen's brother-in-law; was thinking of adding Veblen to the 
faculty of Clark, according to Harry Elmer Barnes, who was·then teach­
ing there. In March the Liberal Club of the college brought the socialist 
Scott Nearing to address them on "The Control of Public Opinion in 
the United States." The president's consent was obt~ined, but the meet­
ing hall had to be. changed because President Atwood, whose specialty 
was geography, had arranged to have a noted geographer from Wash­
ington speak in the originally assigned hall. Only a handful attended the 
geographer's lecture, but the Nearing meeting was packed and a good 
number of the faculty were in attendance. President Atwood, after the 
end of the geographer's lecture, happened to pass the Nearing meeting 
place, where the lights were still on, for Nearing had not yet finished. 
President Atwood came in, dissolved the meeting, and instructed the jan­
itor to put out the lights. This action excited the entire student body, and 
a protest was signed by the head of every undergraduate student organisa­
tion of Clark University. The local press took the president's side, garbled 
the Nearing address, and referred to the student body as "children who 
should be spanked" or "sincere young people of an impressionable age." 
The dispute developed into a question of academic freedom, and the 
president maintained the traditional common-sense position. At a student 
assembly, where President Atwood attempted to clarify his position, he 
declared that, in carrying out his responsibility of deciding what speakers 
the students might have, "1 shall be guided by the very best motives 
for your good and the desire that the university may retain the respect· 
and confidence of the American people." When "all professional experts 
in the social sciences recognise their responsibility to the community, and 
give adequate assurance that scientific methods are followed in their 
practice of their profession, the problem of academic freedom in these 
fields will disappear." According to the students' account, "about fifty 
percent of the students felt like rising at that point to inform the Presi-
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dent concerning the high standing of this institution in the very fields he 
had been mentioning, but they controlled themselves." 

The significant feature of the matter is that Nearing used Veblen's 
works as authorities throughout his address. Thus he is reported as say­
ing: "In our own society, as Professor Veblen has indicated in his Theory 
of the Leisure Class, the governing group is that which possesses the 
majority of the property of the country, and it attempts to create a public 
opinion justifying this possession, and its uses and advantages." Or again: 
"The higher education, as Professor Veblen has shown in his Higher 
Learning in America, has also come to reflect the philosophy of the 
present-day businessmen." The president of the Liberal Club, whose 
"testimony • • • is supported by that of other witnesses," told the in­
vestigating committee of the American Association of University Profes­
sors that, when President Atwood appeared at the meeting, "Nearing 
• · •• was speaking on the control of education by the 'vested interests' 
and their ability to control the development of thought, quoting freely 
from works by Thorstein Veblen, a relative of the president." 1 According 
to one story it was while Nearing was quoting from Veblen that the 
lights were ordered out. While the episode was still in the public eye, 
President Atwood asked Veblen to give a series of lectures, but Veblen 
declined on his customary ground of ill health. 

In The Freeman for June 1922 appeared what was perhaps Veblen's 
most scathing article on the established order, entitled "Dementia Pr:e­
cox." Here he returned to the argument of his last editorial in The Dial, 
and expressed his opinion of the effect to be expected from the loss of 
the great steel strike, of the Bolshevik scare, and of the policy of the 
Federal Reserve system in attempting to prevent a complete liquida­
tion in the depression of 192o-1921. The article is prophetic of the great 
inflation and resulting depression of 1929. America's entrance in the 
World War, he declared, resulted in Europe ''balancing along the mar­
gin of bankruptcy, famine, and pestilence, while America has gone into 
moral and industrial eclipse." In the absence of American intervention 
the old order of kept classes in Germany, resting on privilege and prop­
erty, would have been effectively liquidated, and an industrial democracy 
might have arisen instead of ''the camouflage of a· pro forma liquida­
tion in 1918-1919 and the resulting pseudo-republic of the Ebert Gov­
ernment. N oske could not have functioned and the Junkers would not 
have been war-heroes." If Imperial Germany and Imperial Russia had 
dropped out as effective war powers, the French government, which is 
typical of the continental countries, "would have had no practicable war­
scare at hand with which to frighten the French people into a policy o£ 
increased armament," and France would have returned to a peace foot· 
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ing. "Coercion and submission would have ceased to characterise its in­
ternal affairs, the existing Government of French profiteers would have 
lost control; and expenditures would have been covered in part by taxes· 
on income and capital, instead of the present deficit-financiering and con­
stantly increasing debt." The continuing of hostilities during the winter 
of 1918-1919 would have resulted in exhausting resources and inflating 
indebtedness to such a point as to ensure a drastic and speedy liquidation 
of commercial and fiscal affairs, "with a Tecapitalisation of assets at a 
reasonable figure," which would have permitted "trade and industry t~ , 
make a new start within a reasonable time." American interference ended 
the war before the exhaustion of resources and liabilities in Europe had 
reached the breaking point, and thereby it allowed the vested interests 
to keep their footing on a nominal capitalisation in excess of the earn­
ing capacity of their assets, in order to maintain prices and restrict out­
put. The result has been unemployment, privation, disorder, and an 
inconclusive peace looking towards future hostilities. 

Of course it is possible that such a conclusion would have followed 
if America had not intervened, but the American people would have es­
caped much of "the increased armament, a good share of the profiteering 
incident to the war and the peace, and all the income tax would have 
been avoided." American statesmen might have continued to be the 
bankers' henchmen in Nicaragua, manhandle the Haitians, put the white 
man's burden on the blacks of Liberia, and back Polish interests and 
the Siberian adventure against the horrid Bolsheviks, all for the vested in­
terests, but there might not have been such activity as that of the L~~ 
Commission, the American Legion of veterans organised for a draft on 
public funds, the enforcement of law and order on the unfortunate, the 
prosecution of pacifists and conscientious objectors for "excessive sanity." 
The Americans might have come through "in a reasonable state of bun­
combe and intolerance without breaking down into the systematised illu-
sions of dementia prrecox." · 

The past three or four years of dissension, disorder, privation, de­
bauch, and disease have cost in wasted time, substance, and lives twice 
as much as the cost of continuing hostilities five months more for a def­
inite conclusion. The logical faculty, the advance of matter-of-fact and 
material science, have been prostrated and have given way to the bar­
barian beliefs in magical efficacy, superstition, and devout observances for 
the sake of inordinate gain. "The profiteers do business as usual and 
the federal authorities are busied with a schedule of increased protective 
duties designed to enhance the profits of their business." Pacifists, 
I.W.W.'s, communists, are statutory criminals who continue to be sub­
ject to cruel and unusual punishments unparalleled in American history. 



.c.66 THORSTEIN VEBLEN 

The course of events has shown that they were contending for the wiser 
course, but although they are de facto in the right they are de jure in 
the wrong. The prevailing distemper, enforced by the heightened busi­
nesslike ideals, is characteristic of the adolescent, the devout, and boyish­
minded. It is evidence of puerile mentality, of arrested mental and spir­
itual development, and the persons so affected might be called "morons." 
In practical effect it is these characteristics that form the basis of selec­
tion for governing offices. "A degree of puerile exuberance coupled with 
a certain truculent temper and boyish cunning is likely to command some­
thing of popular admiration and affection, which is likely to have a 
certain selective effect in the democratic choice of officials. • • • A run 
of persecutory credulity of the nature of dementia prrecox should logi­
cally run swiftly and with a wide sweep in the ·case of such a community 
endowed with such an official machinery, and its effects should be pro­
found and lasting." 

Veblen's last book, Ahsentee Ownership and Business Enterprise in 
Recent Times; the Case of America, was nearing completion. 



CHAPTER XXIII 

V
BLEN was very tired. Everything seemed to have gone 
rong. The writing of AbsenteQ Ownership was difficult for 
im, and he resorted more often than before to Roget's The­

saurus. He showed the manuscript to a friend as he wrote, and ' 
asked that repetitions be pointed out, but most of Veblen's friends felt 
that he could never be repetitious. In some ways the book is inferior to 
his other works, particularly The Theory of the Leisure Class and Im­
perial Germany. It has neither the subtlety of the former nor the mag­
nificent sweep of the latter. On the other hand it is not as vitriolic as 
The Higher Learning, nor does it lend itself to the accusation of being 
propaganda, as does ThtJ Engineers and the Price System. It has much 
of the blandness of The Instinct of Workmanship, but the starkly terrible 
character of the underlying argument is more obvious than in The 
Theory of Business Enterprise. In this sense it is the most mature of his 
work. 

All of his other works suggest the imbecility of modern business enter­
prise and an expectation that the underlying population will take mat­
ters in hand, but the tone of Absentee Ownership-suggests more the im­
becility of the underlying population for continuing to put up with the 
current state of affairs, and an expectation that business enterprise will 
tend to become more feudalistic in character until modern civilisation 
collapses. This attitude of despair was perhaps a factor in Veblen's bring­
ing into fuller expression in this book the substantial objective of all his 
analysis: the nature and control of the "money power'' of investment 
banking and corporate capital and modern credit, as against the efficient 
working and survival of the community. The contrast here is between 
capitalised overhead charges and the underlying population. 

The controlling institution of absentee ownership has much in com­
mon with the institution of the leisure class. In fact, Absentee Ownership 
gives a more profound meaning to The Theory of the Leisure Class, 
and the latter, on the other hand, reveals more fully the implications of 
Absentee Ou'nership. For example, Veblen's declaration in Absentee 
Ownership that the executive power and judicial control over the ma­
terial life of the community are held by "the high magistrates of sol­
vency''-the "One Big Union of Financial Interests"-by virtue of their 
sovereign power of large credit, is to be fully understood only in the 
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light of his discussion of the institution of the leisure class. But in the 
later book it is seen more clearly that Veblen is concerned not with per· 
sonalities but with working arrangements, with institutions, and that, 
when he phrases his argument in terms of personalities and conscious 
motives, it is only to bring out the consequences involved in this ar· 
rangement. Thus in speaking of monopoly and monopolistic action, he 
refers rather to the effect of the dominant institution of capital than to 
conscious design of the great captain. He makes more frequent use than 
before of such phrases as "in effect" or "practical consequences!' 

In this book Veblen brings into play every type of analysis that he 
had used before, from that of the country town to that of dynastic poli· 
tics, from metaphysical principles to theological canons, but whatever 
device he uses, its function is to throw light on the nature of large-scale 
credit. In Imperial Germany Veblen had made use of a series of supple­
mentary notes to present his discussion of capital in a more pointed man· 
ner than in the main inquiry. Also in Absentee Ownership, under the 
general heading of "The Case of America," he presents in the middle of 
the book five essays to illustrate more concisely the nature of modern 
credit. Thus the essay on "The Self-Made Man" seems to have reference 
to the captain of finance; the one on "The Country Town" to the in· 
dustrial corporation; "The Independent Farmer'' to the working com· 
munity and general owners; "The New Gold" to credit; and the last, 
"The Timber Lands and the Oil Fields" to the outcome of modern 
credit. 

The aim of the book, declared Veblen, "is an objective, theoretical 
analysis and formulation of the main drift, as determined by the ma­
terial circumstances of the case, including the industrial arts, and by the 
dominant institution of absentee ownership, including the use of credit." 
Absentee ownership rests upon modern credit. The first part of the book 
is occupied with a series of essays ostensibly presenting the economic cir­
cumstances that have led up to the present impasse, but it tells much the 
same story as the second part, which is a more direct discussion of mod­
em credit as the basis of absentee ownership. 

"In a long run, of course," said Veblen, "the pressure of changing ma­
terial circumstances will have to shape the lines of human conduct, on 
pain of extinction. • • • But it does not follow that the pressure of ma­
terial necessity, visibly enforced by the death penalty, will ensure such 
a change in the legal and moral punctilios as will save the nation from 
the death penalty!' Of this the present condition of civilised nations is 
evidence. \Vhether the people come through this period of "enforced 
change alive and fit to live, appears to be a matter of chance in which 
human insight plays a minor part and human foresight no part at all." 
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The customary adjustments which are made in order to meet the situa­
tion, such as the expansion of credit, the use of the injunction on industry 
and labour, are in the nature of forced movements, animal conduct, 
tropisms, rather than national reasoned adjustments to the material wel­
fare of mankind. The outcome is the sovereignty of great financial in-
terests. · 

Thus Veblen comes once more to a discussion of dynastic states, "dynas­
tic corporations." "To the end that these adventures in damage, debauch, 
and discomfort might be carried to a fitting conclusion, as they commonly 
have been, the several dynastic corporations claimed, and enforced, an' 
undivided usufruct of their underlying populations and all their· ways 
and works." This natural right "became a perpetual and inalienable as­
set" of the princely corporation and by force of severe habituation the 
underlying population came to believe that what was good for their 
predatory masters was good for the community. In the nature of things 
these competitive princely corporations were always working at cross­
purposes, and in this game of competitive force and fraud for differential 
gains, there was no place for scruples of any kind. · 

The democratic commonwealth of absentee ownership has taken over 
the theologic-metaphysical exaction of the unquestioned subservience of · 
the underlying population to and for the warlike ends of the absentee 
owners, that is, the divine right of obstruction or chicane, just "as a mod­
ern oil corporation will take over all the powers and liabilities of any 
individual promoters whom it has bought out." But the national welfare, 
by force of the "hip-shotten logic" exemplified by the protective tariff 
and embodied in the modern right of ownership, is conceived to be de­
pendent on an increase in pecuniary magnitudes. The more mature,· 
vicious developments of the policy of commercial sabotage are indicative 
of the dominance of absentee ownership ; that is, "any gains to be de­
rived from such restraint of trade always accrue to one and another of 
the vested interests of the absentee owners, at the cost of the underlying 
population." The right of absentee ownership in the democratic common­
wealth becomes, in essence, the policy of speaking softly and carrying a 
big stick. 

With the elimination of this footless nonsense of absentee ownership, 
and thus of ((patriotic inflation" or increasing capitalisation, the common­
wealth would become ((an unsanctified workday arrangement for the 
common use of industrial ways and means." The democratic common­
wealth would become what they profess to be-((neighbourly fellowships 
of ungraded, master less men, given over to (life, liberty, and the pursuit 
of happiness.'" Under the paramount consideration of large capitalisa­
tion and a substantial rate of earnings, the prevailing administration is 
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in effect a "Soviet of Business Men's Delegates," a "Big-Business Ad­
ministration," at the cost of the underlying population. "Born in iniquity 
and conceived in sin," the spirit of nationalism which animates modern 
business has bent human institutions designed to serve the common good 
to the "security and free income of the absentee owner." Such has been 
the unguarded drift of habituation to the institution of ownership, under 
modern circumstances. 

Veblen's description of the feudalistic regime is phrased in terms of 
the pecuniary regime of the investment banker. As the feudalistic regime 
matured, became more efficient, and settled down to its work, it grew 
progressively more irksome to the underlying population, "as would 
naturally happen in the case of any system of absentee rights and powers, 
and as has happened more than once since," for such a balanced scheme 
of submission and personal control is based on organised and standardised 
hardship. The feudalistic regime, like its modern counterpart, offered 
no net material advantage to the common man, but only "material hard­
ship overlaid with spiritual pomp and circumstance." It had no 'place for 
the masterless man. He was an institutional misfit, a social, industrial, 
civil, and political encumbrance. His situation was very 'much the same 
as the present situation of an I.W.W., "who is endowed with no absentee 
ownership and who disclaims that standardised allegiance to the national 
establishment" of pecuniary reality. "And, then, as now, the whole duty 
of loyal citizens in dealing with these homebred aliens," who threaten 
the scheme of absentee ownership, "was that which is embodied in the 
watchword of the Legion-'Treat 'em rough!' " 

The effective owners of the controlling natural resources-land, for­
ests~ water power, mineral deposits, franchises, etc.-do not own them 
by virtue of having produced or earned them. Their ownership is based 
not on the workmanlike ground that they are making use of useful things 
in productive work, but on the feudalistic principle of seizure by force 
and collusion. Under the circumstances of modem technology the prin­
ciples of natural laws and rights, which may have worked well in Adam 
Smith's day, play now the role of a "dead hand," the role of obstruc­
tion and devastation. The great creative factor in industry is the state of 
the industrial arts, "which is a joint stock of technological knowledge 
and practice worked out, accumulated, and carried forward by the in­
dustrial population which lives and moves within the sweep of this in­
dustrial system." But the ownership of the essentially ephemeral ma­
terial assets created by the living structure of technology confers a legal 
right of sabotage, a right to enforce unemployment and, to that extent, 
render useless the technological knowledge. This is the natural right 
of investment, and is accomplished by the modern use of credit. "Ab-
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sentee ownership vests the owner with the power of sabotage at a dis­
tance, by help of the constituted authorities whose duty it is to enforce 
the legal right of citizens." It is this right of sabotage that makes owner­
ship worth while, that gives pecuniary gain to the effective owners, and 
the necessity of sabotage is enforced by the canon of investment for a 
profit, the canon of maintaining and increasing capitalisation. 

The "Era of Free Competition" was the era of personal business en­
terprise, carried on under the immunities _of impersonal investment, and 
it results in the modern captain of industry. The chief virtue of the 
pursuit of enhanced income from investments was the steadfast cupidity 
displayed, the steadfast spirit of the business enterprise of getting a safe 
margin of something for nothing. By settled right the absentee owners 
obtained the new wealth created by the advancing state of the industrial 
arts. "The kept classes made a notable growth in numbers and in the 
conspicuous consumption of superfluities, while the underlying popula- · 
tion steadily fell into arrears, underfed and underbred in an ever more 
pronounced fashion as this era of free competition ran its course and 
brought the community nearer to Senior's 'Natural State of Man' "­
that "state of commercial felicity for which by a happy destiny mankind 
have been brought out upon the surface of this planet and placed under 
the governance of certain natural laws'' of capital leading to this eventual 
consummation in absentee ownership. The old-fashioned free competi­
tion in price between producers has given way, by virtue of the control 
exercised by modern credit in the key industries, to the characteristic 
devices of salesmanlike prevarication, that is, businesslike curtailment, 
and to competition in publicity in the manipulation of securities, result­
ing in a scarcity of livelihood for the community. Such devices of sabotage 
were resorted to because of the greater expedition and larger pecuniary 
gains percent on the investment to be had from a more exhaustive use 
of credit. The principle of the characteristically modern corporation­
the holding company-is what the traffic will bear, which means a proper 
balance of unemployment, but faith in the creative efficiency of capital 
funds and capitalised savings is one of the axioms of the business com­
munity. 

Capitalisation is a transaction in funds, credit, not in the production of 
physical goods, and in effect it gives the corporation financier an increase 
of funds for the purpose of increasing capitalisation and the purchasing 
power of the concerns for which he acts. For the community it amounts 
to an inflation of prices, an increased valuation of material assets to the 
extent of the capitalisation. This increased capitalisation has a cumula­
tive character, so that "the endless use of credit has enabled the wealth 
in hand to multiply far and away out of proportion to the increased pro-
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duction of goods due to the advance of the industrial arts." At times, of 
course, the inflation of credit has broken down, but the more unified con· 
trol of the credit resources by "collusion of the greater credit institutions, 
has virtually done away with these unadvised fluctuations of prosperity 
and depression; although even yet a general liquidation may be, and a 
general depression already has been brought on by a credit-inflation of 
such unexampled sweep as to exceed the capacity of that apparatus of 
control that has been made and provided for the stabilisation of this 
business." Under the control of the captain of finance, and under the con­
tinued increase of capitalisation with the necessity of meeting fixed 
charges on the "funded make-believe," the need for more capital in busi· 
ness is insatiable or indefinitely extensible. In effect, the less goods are 
produced, the more capital is needed. This is the practice of trading on 
the equity of material goods, and the equity continually grows thinner. 
The result is a curtailment of production, or an avoidance of the material 
gain to be achieved by a more efficient use of the industrial arts. In the 
absence of capitalistic sabotage this greatly inflated credit situation would 
collapse, involving a cancellation of at least half the money values car­
ried on the books of the business community. 

But the community still holds the superstition that the modern captain 
of industry is primarily a master technician. This belief is evidence that 
the community still has an instinct of workmanship, despite the fact that 
business principles have put it in abeyance as far as regards any practical 
effect. The mature captain of industry is in the position of a toad "who 
has found his appointed place along some frequented run where many 
flies and spiders pass and repass on their way to complete that destiny to 
which it has pleased an all-seeing and merciful Providence to call them." 
He is not the creative driver of industry, but the prehensile businessman, 
the captain of solvency occupied with the make-believe of money values. 
The captain of solvency is the type for the kept classes, the keeper and 
dispenser of their keep, just as was the war lord of the barbarian raids. 
These spokesmen of the kept classes are for the community merely a 
bill of expense, but by virtue of the perversion of the instinct of work­
manship by business principles, the large absentee Qwners are held in 
esteem and respect. Their work differs only insubstantially from the early 
Portuguese and Spanish enterprise in pillage and devastation. Modern 
finance has proved to be a game of luck and skill, with the lack of scruples 
characteristic of such games which prescribe a formally even chance for 
all players. Under the canons of business and the developing technology, 
the self-made captain of solvency has made himself by seizing the gains 
which were created by the community's joint product and to which, by 
his own activity, he has contributed only a negative value. This stage of 
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business maturity, which might be called the stage of vested interests, 
has been progressively reached in the controlling key industries. 

Again Veblen discusses the farmer, with his illusion of independent 
status, as a typical example of the middle-class and working population. 
The farmers' community spirit in material concerns "has been notably 
scant and precarious, in spite of the fact that they have long been ex­
posed to material circumstances of a wide-sweeping uniformity, such as 
should have engendered a spirit of community interest and made for 
collective enterprise, and such as could have made any effectual collective. 
enterprise greatly remunerative to all concerned." But the farmer has 
cherished the illusion of obtaining something for nothing in the face of 
the great massive, impersonal interests which, under the prevailing law 
and order, are united in an unbreakable frame. In his principles of self­
help the farmer is similar to the modern captain of finance. Subtraction 
through salesmanship is the aim of pioneer cupidity. Since this aim is not 
related to workmanlike, tangible performance, and since it is no longer 
concerned with specie, but with some form of credit instrument which 
conveys title to a run of free income, it can have no ~'saturation" point, 
"even in fancy, inasmuch as credit is also indefinitely extensible and 
stands in no quantitative relation to tangible fact." The driving force is 
not "an imperative bent of workmanship and human service," but an 
"indefinitely extensible cupidity." 

Veblen uses the country town as another indication of the operation 
of modern capital. Its name may be Spoon River or Gopher Prairie, 
Emporia, Centralia, or Columbia. Its retail trade is a characteristic de­
velopment of business as usual, and its occupation with speculative real 
estate and with living off the farmer is of the same nature as the activity 
of captains of finance in security deals which are useless to the general 
material welfare. "Real estate is an enterprise in 'futures,' designed to get 
something for nothing from the unwary." Even the location of the coun­
try town is determined ''by collusion between 'interested parties' with 
a view to speculation in real estate," and it continues throughout its life 
history "to be managed as a real-estate 'proposition.' Its municipal af­
fairs, its civic pride, its community interest, converge upon its real-estate 
values, which are invariably of a speculative character, and which all its 
loyal citizens are intent on 'booming' and 'boosting'-that is to say, lift­
ing still farther off the level of actual ground-values as measured by the 
uses to which the ground is turned." The banker is the characteristic 
type, and he is "under the necessity-'inner necessity,' as the Hegelians 
would say-of getting all he can and securing himself against all risk, 
at the cost of any whom it may concern, by such charges and stipulations 
as will insure his net gain in any event." 
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The inhabitants of the country town constitute a monopoly against the 
specific farming region subject to the town, and are at the same time in­
volved in cross-purposes among themselves, just as the investment syndi­
cates constitute a monopoly over certain corporations, while at the same 
time the members of the syndicate engage in strategic manceuvres among 
themselves. But the country town has also a relation to big business 
which is comparable to that of the industrial corporations to their effec­
tive rulers, the investment bankers. "In a way the country towns have 
in an appreciable degree fallen into the position of toll-gate keepers for 
the distribution of goods and collection of customs for the large absentee 
owners of the business." 

The inhabitants of the country town are under the necessity of con­
tributing plentifully to church funds and similar collections, because of 
the incentives of fear and shame and prestige. To the believers in country­
town virtues it is self-evident that a derangement of "the bizarre web of 
their incredible conceits" and grotesque religious verities and animistic 
beliefs, "none of which will bear the light of alien scrutiny ••• would 
bring the affairs o£ the human race to a disastrous collapse." In the South 
the peculiar institution of slavery has had much the same effect as the 
country town has had in the North. 

Veblen's discussion of "The New Gold" begins with an account of 
the debauchery and manslaughter of the Indian population and the de­
struction of the fur-bearing animals through the application of business 
principl~s. The "New Gold" of the West is like the production of gold 
by capitalisation. The entire traffic is pure waste. Ninety percent of those 
who come out alive have nothing to show for their dissipation of time 
and goods. The game of dealing with speculative mining shares is, like 
other games of chance and skill, a closed circuit of profit and loss, in which 
the buyer of the securities gets nothing, for a price, and thus the traffic is 
characterised by a detachment from material fact. By what amounts to 
a tropismatic reaction the inflation of prices, or the inflated values of as­
sets, in other words, the increase of capital, caused by the new gold is 
uncritically held to be good for the community. Money values are the 
underlying business realities, and in order to maintai~ and increase them 
sabotage is resorted to. When the case becomes desperate, however, and 
the unreality of the make-believe of money values cannot be overlooked, 
there comes a breakdown, a slaughter of the innocents called liquidation. 
The present international complication of insolvent credits provides the 
material for such an episode. 

It is well known "that the scale of prices went out of touch with the 
material realities of production and consumption some years ago and has 
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so continued since then; that the present scale of money-values in tangible 
property and in securities is quite unsound; that the outstanding volume 
of credit obligations has turned into a fantastic tissue of footless make­
believe; and that the only way out of a desperate situation is to go to 
work." The country needs goods, and the resources are available, but 
the premise of unshrinkable money values binds the hands of the people 
who alone have power to act, and the result is ever-increasing hardship 
and indebtedness. Vested interests, corporation finance, do not admit de­
flation of assets in the ordinary course of business. European corpo~-­
tions have written off such valueless assets, but America is the land of 
unshrinkable absentee ownership, and the effect of guaranteed earnings, 
as in the railroads, for example, will doubtless be the charging of more 
than the traffic can bear. So great is the magic of the price system and 
the frame of mind which creates enlarged opportunities for corporation 
finance. 

The American plan of corporation finance, characterised by seizure and 
conversion, devastation and monopoly, is shown clearly in what has be:.. 
fallen "The Timber Lands and the Oil Fields." Manpower is also dis­
cussed as a natural resource, subject to the same business principles that 
have guided activities in the oil industry, where the enterprising "knights 
of trover and conversion • • • go about their business in all haste and 
without afterthought." Under the prevailing conditions of law and 
custom the competition which results in waste and exhaustion of resources 
is sound business enterprise, "just as the Big Business and monopoly con­
trol'' of large absentee owners "in which it invariably heads up is also 
sound business." 

Once again Veblen devotes the second part of his book to a less obscure 
presentation of the material of the first part. "The federal constitution 
was framed by the elder statesmen of the eighteenth century; whereas 
the new industrial order of things is created by the technicians of the 
twentieth century." The spirit of the horse-trading farmer and the col­
lusive retailers of the country towns is that of big business. The organisa­
tion of new ways and means in industrial processes and manpower is 
"subject to irresponsible control at the hands of a superannuated general 
staff of businessmen"-superannuated "in point of aims and methods, 
bias and preconceptions," not in physical senility. Their responsibility 
does not run in terms that fit the latterday technology. "Neither the 
tenuous things of the human spirit nor the gross material needs of hu­
man life can come in contact" with the impersonal routine of big busi­
ness and the investment bankers in such a way as "to deflect its course 
from the line of least resistance, which is the line of greatest present 
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gain within the' law., This routine results in a vigilant sabotage of pro­
duction, whether seen in its effect on labour policy or on the production 
of goods. 

But America need not experience "a period of acute liquidation, so 
long as the effectual bankruptcy of all civilised Europe does not pass from 
de facto to de jure; provided always that the Federal Reserve continues 
to administer the American credit situation with a firm hand, and pro­
vided also that the nation's Business Administration does not live up to 
its election promises in the way of businesslike legislation. It may yet 
be within the power of the American banking community and the 
Federal Reserve to postpone the formal bankruptcy of Europe in· 
definitely, if European statecraft can be brought to substitute common 
sense for politics in any sensible degree." Veblen's discussion of European 
investments seems to apply equally to the operations he usually describes 
as foreign investments, that is, the great security operations of the cor· 
porate financiers, foreign to the industrial mechanism and increasingly 
removed from the industrial base, from the purchasing power of the 
community. In the traffic of the masters of credit and solvency, with the 
key industries under their control, "neither the industrial manpower nor 
the underlying population come into the case except as the counters in 
the computation of what the traffic will bear." 

By their control of credit, the investment bankers control the strategic 
key industries, which in turn control the continuation industries of manu· 
facturing proper, which in turn control agriculture, which supplies the 
manpower and means of subsistence. The manufacturing corporations 
compete among themselves, to the greater gain of the investment banker 
and to the cost of the underlying community. The farmer is caught in a 
system of absentee ownership, which reaches out in all-pervading net­
work of credit, corporate capitalisation, and big business, managed on the 
principle of the greatest amount of gain in terms of price. A community 
which lives close to the soil, however, like Russia, can surpass the most 
advanced technological nations which are controlled by absentee owner· 
ship and finance. 

The modem technology increasingly throws responsibility into the 
hands of technicians, who by virtue of their activity become more and 
more intolerant and constructively sceptical of the prevailing conven· 
tional truth lying beyond the borders of tangible fact. But neither the 
industrial system nor the brotherhood of technicians, in whose habits of 
thought this industrial system is contained, has yet reached an absolute 
and unmitigated state of mechanisation and brute logic. The logical 
outcome of such a state would be the abrogation of absentee ownership. 
Under the modern dispensation and division of labour, the captain of 
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finance is still the discretionary figure, even though he has become an 
absentee, an outsider, so far as concerns any creative work. Sovereign 
jurisdiction is in the hands of laymen working at cross-purposes. They 
are governed not by the calculus of production but by that of net gain, 
in terms of price, the claim of absentee ownership. Their life of business 
expediency is irrelevant, incompetent, and impertinent, and not germane 
to creative industry. In the technician's computation, pecuniary personal 
gain is an alien factor, since it is a calculu.s.not of material fact or of the 
general material welfare, but of money value alone. , 

In the light of the interlocking nature of modern industry and its 
continual advance, "the safe and sane plan of common sense now dictates 
that industrial operations must be conducted by competent technicians." 
This should be especially true of "the oversight and control of the in­
dustrial system at large as a going concern; of the balance, articulation, 
and mutual support among the several lines of production and distribu­
tion that go to make up the system." "The technological system is an 
organisation of intellig~nce, a structure of intangibles and imponderables 
in the nature of habits of thought." The mechanistic logic of physics and 
chemistry runs counter "to the miraculous convictions of religion and the 
magical 'forced movements' of nationalism," as embodied in absentee 
ownership. Under the modern scheme of the arts, the owners can be dis­
pensed with. But the technicians, like other men, are citizens of the world 
and the pervading animistic bias that runs in terms of the magical sym­
bols of money has acted to commercialise the engineer. As a result 
America faces a fatal decline in its technological powers. . 

The managers of the continuation industries, manufacturing concerns, 
have only "a vicarious or delegated power," since "their initiative and 
discretion are bounded by the measures which may be taken independ-· 
ently by the management of the key industries." The inordinate pro­
ductivity of industry, and the continual increase of and demand for 
capitalisation, have resulted in a closed market; that is, the market for 
goods of any sort, and particularly for securities, is limited by the constant 
purchasing power available at any given time, rather than by the pro­
ductive capacity of the community. This limitation is inherent in the 
nature of the price system, which is a credit price system for the achieving 
of free income by means of large absentee ownership. The management 
of industry by large investment interests for profit is essentially in the 
nature of inveterate ceremonial observance. . 

The financial concerns are competitive sellers in a closed market, and 
their competitive strategy is in the last analysis directed towards a lower­
ing of production costs, that is, the wages of manpower. Workmen still 
have the prejudice that human work should be of some objective human 
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use, but the bias of salesmanship is towards getting something for nothing. 
Should the workmen lose their prejudice and engage in salesmanship, 
the present great industrial adventure would come to a close, "presum-

.ably after a more or less protracted period of disorder and decay." The 
failure to reach this perfection in the wage relation is due perhaps to an 
apparently native workmanlike bent, in the nature of an ancient habit, 
which "will not tolerate an unreserved shift from workmanship to sales­
manship." In a footnote Veblen somewhat qualifies this assertion. In any 
given case, he said, "a native bent of this kind" can be altogether neu­
,tralised ·by long, severe, adverse habituation. An appreciable number 
of individuals arc virtually exempt from this bent, because of the dom­
inating influence of other propensities; 

The working population may already believe in the efficacy of sales­
manship with their heads, but they do not yet' know it with their hearts. 
Wherever such action is taken by workingmen or farmers, it is centred 
against specific personalities and for the presumed benefit of some specific 
organisation, or vested interest. The standard labour unions seek to get 
better pay, but in the nature of the case their efforts amount to nothing 
more than a process of catching up, since the better pay is in terms of 
price, and the general level of prices continues to rise under current 
conditions of credit, capitalisation, and salesmanship. As consumers they 
lose what they gain in higher wages. The same applies to the farmer. 
They do not yet realise that they are confronting a state of affairs based 
on the ir:nmemorial right of ownership. The underlying, working popu­
lation is only a creative factor in the system, not an executive factor. In 
the strategy of business enterprise at large it has a passive role-as 
"manpower to be employed at discretion in the pursuit of earnings on 
capitalised industry, according to the law of balanced return," or as "a 
body of ultimate consumers to be supplied at discretion in the pursuit of 
commercial gains, according to what the traffic will bear." The under­
lying population, however, is learning in practical consequences to use 
sabotage effectively, and, as in the contests between pecuniary strategists, 
"with each recurring wrangle the preamble of vituperation and sancti­
mony becomes more abridged and the argument shifts more quickly and 
more overtly to its final terms-the big stick of coercive inaction, passive 
resistance, unemployment, sabotage." 

Ultimate responsibility rests upon the managers of key industries, and 
on such men as millers and packers, whose work is in the same category 
as the key industries, from the standpoint of effective control. Because 
of the closed market it is necessary that they spend great and continually 
increasing amounts on salesmanship. Corporations are forced to keep 
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up appearances with their competitors by increasing their sales expendi­
tures. This rising cost of salesmanship becomes an overhead charge on 
the business, and it constantly increases, since the costs of salesmanship are 
subtracted from the available purchasing power of the community, thereby 
necessitating further sabotage and further increase of selling ~osts~ · • 

The fear of shame, of losing prestige, is the guiding incentive in pur­
chasing advertised articles. The publicity agents of the sovereign remedies 
sound like the dealers in "that universal solv~nt of business exigencies, 
the creation of new credit obligations." Salesmanship is a capitalisation of 
credulity. "It is a trading on that range of human infirmities 'Yhich 
blossom in devout observances and bear fruit in the psychopathic wards.'? 
But the devices of salesmanship, like those of corporation finance, are 
useful to their possessors, as a m·eans for securing a "competitive share 
in the usufruct of the underlying population, its services, workmanship, 
and material output." · 

Veblen's discussion of salesmanship reaches a climax in a seven-page 
note on "The Propaganda of the Faith." The secular adventures in sales­
manship and publicity; he declared, are "raw rec~its, late and slender 
capitalisations out of the ample fund of human credulity," in comparison 
with the Propaganda of the Faith, which is "the largest, most mag­
nificent, most unabashed, and most lucrative enterprise in sales-publicity." 
Nothing else has reached its "pitch of unabated assurance which has en­
abled the publicity-agents of the Faith to debar human reason from 
scrutinising their pronouncements. . . • Saul has slain his thousands 
..• but David has slain his tens of thousands." It is a traffic in "divinely 
beneficial intangibles" based on the same "ubiquitously human ground 
of unreasoning fear, aspiration, and credulity," on which the intangible 
assets of modern corporations are based. The summum bonum, "a bal­
anced ration of divine glory and human use," has its secular counterpart 
in the law of balanced return of privation. The audacity and achievement 
of the publicity agents of the Faith indicate "the limits eventually to be 
attained by commercial advertising in the way ·of capitalisable earning­
capacity." 

The salesmen of the faith have achieved the perfect ideal of modern 
salesmanship: to promise everything and deliver nothing.· "All that has 
been delivered hitherto has-perhaps all for the better-been in the 
nature of further publicity, often with a use of more pointedly menacing 
language; but it has always been more language, with a moratorium on 
the liquidation of the promises to pay, and a penalty on any expressed 
doubt of the solvency of the concern." The salesmen play on an increas­
ing fear and credulity, and the goods they promise to deliver fall under 
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the categories of Hell-fire and the Kingdom of Heaven, "to which the 
most heavily capitalised of these publicity concerns of the supernatural 
adds a broad margin of Purgatory." Delivery of the goods is not desired 
by the ultimate consumers, any more than they desire the collapse of 
industrial civilisation which is threatened by the captains of finance if 
their charges are not met or if they are eliminated from the economic 
organisation. The result is a tremendous waste of resources and man­
power, with nothing delivered except "a further continued volume of 
the same magisterial publicity that has procured a livelihood for its 
numerous personnel and floated its magnificent overhead charges in the 
past." 

The tremendous waste includes not only the "establishments formally 
chartered to do business exclusively in the retail distribution of sacred 
sales publicity," but also the "equipment and. personnel engaged in the 
fabrication, sorting, storage, ripening, and mobilisation of the output," 
the "very considerable number of schools for the training of certified 
publicity-agents in Divinity and for generating a suitable bias of credulity 
in the incoming generation," and organisations and periodicals devoted 
to pushing the work both at home and abroad. "The manpower employed 
in this work of the Propaganda is also more considerable than that en­
gaged in any other calling except Arms, and possibly Husbandry .••. 
All told-if it were possible-it will be evident that the aggregate of 
human talent currently consumed in this fabrication of vendible im­
ponderables in the nth dimension, will foot up to a truly massive total, 
even after making a reasonable allowance of, say, some thirty-three and 
one-third percent, for average mental deficiency in the personnel which 
devotes itself to this manner of livelihood." 

Veblen's discussion of "The Larger Use of Credit" might be con­
sidered the most important chapter in the book, since it presents the 
base of the entire argument, credit being the instrument of absentee own­
ership. The argument, said Veblen, leans to a peculiar degree on the 
chapters on "Credit and Capitalisation" in The Theory of Business Enter­
prise, and on Mitchell's Business Cycles. "In the business enterprise of 
this new era" the pivotal factor "is the larger use of credit." The volume 
of credit increasingly exceeds the material objects arid operations upon 
which it conceivably rests. Today the control of the key industries by 
the massive credit institutions, acting in effect in collusion, prevents an 
unadvised breakdown of the inflated credit price. Therefore, if the price 
level suffers a material decline, it will be contemplated with equanimity 
by the massive credit interests, since such a break could be brought on 
only by deliberate action of the chief parties interested. In a footnote, 
however, there is a suggestion that by such a statement Veblen merely 
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intends to emphasise the responsibility of the credit interests for pri­
vation and devastation. 

If these concerns had let the inflated situation of the war period reach 
a climax, a drastic liquidation would have resulted, with effective cuts 
in capitalisation and price so that industry could easily have made up the 
waste of the war. If the industrial production had been allowed to run 
free, the increase in tangible wealth would have equalled by now "all the 
book-values of those inflated assets which. their financial guardians have 
been safeguarding with unemployment and commercial paper through 
these years of privation and unrest." To deal with corporation finance' 
by drift of circumstance rather than by design means a more stable 
order of things in business, but a more precarious order of things in 
industry, upon which business ultimately rests and to which it must 
eventually render an accounting. 

Out of the exigencies of the nineties, created by the investment bank­
ers themselves, and out of the maturing of ownership under the impact 
of the new technology, comes the investment banker as the most im­
portant institution of the community. "He is the source or the channel, 
as the case may be, of capitalisation and of corporation credit at large- -
a source if he represents a banking-house of the first magnitude, a channel 
if his place in the economy of Nature is that of a subordinate." The in­
vestment banker "initiates movement or pressure in the conduct of busi­
ness, or he transmits initiative and pressure." In effect, he is the master 
of the fiscal affairs of business. By virtue of their collusion the invest­
ment bankers constitute the "One Big Union of the Interests," the 
"General Staff of the business community." The responsibility for the 

. material welfare of the community rests on them, since it is upon their 
good will and wisdom that production depends. In Morgan's time "the 
great pioneering creator of mergers and holding companies came to 
stand as the chief of investment bankers and the dean of the congrega­
tion of corporation finance." Subsequently the investment bankers have 
increasingly obtained control of the industri~l system, and their energies 
have been taken up with a standardised routine of investing funds and 
allocating credits for their own greater gain. The bonus, which was the 
entering wedge for control, was a pure credit transaction. It amounted to 
a redistribution of the old values under cover of a make-believe creation of 
new assets. In effect, recapitalisations were primarily of this sort, and 
amounted to the creation of new capitalised wealth by new extensions of 
credit. The great gains of investment banking are derived from such 
transactions of pure credit. These intangible assets, capitalisations of . 
usufruct, are an absentee's claim to a share in the country's income, and 
constitute a valid claim to get something for nothing. 
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The general body of owners and workmen lose more than the 
pecuniary magnate gains, since the operations involve considerable costs. 
Their intangible assets, in the nature of magical items, can be used as 
coliateral to make further gains at the cost of the underlying com­
munity, and ordinary cupidity will of course force them to continue this 
process. It is a cumulative process, masked by the continual inflation of 
prices as new credit is continually pumped into the system. Investment 
banks are closely allied with some one industrial interest, as well as with 
commercial banks. This double use of assets is the essence of modern 
capitalisation and the source of the great gains in financial strategy. It 
is in reference to this that Veblen calls the investment bankers "captains 
of duplication." · 

It is the nature of the work of modern banking that it should lend 
itself to syndicates, that is, to collusive operations. Teamwork is neces­
sary to put over security issues and engage in financial deals. There are 
only a few large massive credit concerns, and their resources and their 
control of commercial banking and the key industries enable them to 
create credit almost at will. The lesser and outlying members of the 
craft must wait faithfully on the motions of these masters of solvency, 
on pain of being left out on the next occasion for gain. 

The investment bankers, severally and collectively, constitute the 
absentee government of current business and industry. Their absentee 
ownership, like all absentee ownership, is in effect a claim to free income. 
Such a~ income is achieved by withholding needed credit extension 
from enterprises which are doubtful, from the standpoint of gain to the 
investment banker. Thus "the power and sanction commanded by these 
custodians are of a permissive sort. That is to say, their strategy and 
administration are necessarily of a negative, quiescent, sedative character, 
something in the way of a provisional veto power, a contingent check 
on untoward undertakings and excursions"; in effect a species of fiscal 
sabotage. Concomitant with the increasing scope of free capitalisation 
and credits is the increasing use of the in junction on the underlying 
population. Both in effect serve the ends of the larger absentee owner­
ship. "Both combine judiciary with executive powers, and the powers 
of both are of an inhibitory sort, essentially powers of retardation and 
inertia, powers which take effect by way of penalising activities that are 
not otherwise obnoxious to law and morals." The activities and demands 
of the working interests, in their attempts to become de facto a business 
interest, are a threat to capitalisation and therefore a menace to business 
prosperity. · 

The fabric of credit and capitalisation "is essentially a fabric of con­
certed make-believe, resting on the routine credulity of the business com-
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munity at large." Consequently it is always in a state of unstable 
equilibrium. The manipulation of credit and capitalisation is a confidence 
game, and, since the industrial interests are rivals for a fixed total amount 
of purchasing power, the peace between them, as well as that between 
them and the community, is in the nature of a negotiated peace, which 
is likely to break down at any time. The illusion of material prosperity 
is kept up, however, by a never-ceasing process of flotation of securities, 
which results in an inflation of security yalues and in turn provides for 
further issues and manipulations, all of which are met .at the cost of the 
community. "In the long run the cumulative expansion of credit, re:.. 
inforced with a resolute businesslike restriction of output all along the 
line, has proved to be the determining factor in that parallelogram of 
economic forces the resultant of which has been a sustained upward 
trend of general prices and a cumulative capitalisation ·of intangibles." 
The farmers and workmen who constitute the underlying population 
are in effect "a species of natural resources," which are for the benefit of 
absentee ownership and which the absentee owner~ hold in usufruct, as 
if they were "in the nature of inert materials exposed to the drift of 
circumstances over which they have no control, somewhat after the 
analogy of bacteria employed in fermentation." With the increasing cost 
of labour trouble, of sabotage of wages, as t~e price of capitalisation in­
creases, the costs of production also increase, and the imposition of further 
privation becomes necessary. 

In the war against industrial manpower the big interests act in concert, 
as in the campaign for an open shop. In effect the modern corporation is 
a method of collusion for the benefit of the allied and associated powers 
at the cost of whom it may concern. It is a conspiracy of owners, and' 
violates the traditional principle of self-help, but it is the only way 
business can function under the modern large-scale industrial organisa­
tion. Against these large corporate units the old-fashioned craft union, 
as distinct from the industrial union, can hardly be effective. Law and 
order, the weapons of industrial warfare, are on the side of capitalised 
overhead charges as against the industrial manpower. The status quo 
ante, as represented by capitalised overhead charges, must be preserved, 
and the constituted authorities, being practical, businesslike men, en­
deavour to preserve a system that will not work. 

Under the improvements in technology and business, the net effect 
of this general working at cross-purposes is a chronic margin of de­
ficiency, whereby the goods and services making up the livelihood of 
the community fall short of current needs by a progressively wider 
margin. But such a discrepancy will doubtless continue to be covered by . 
the creation and capitalisation of new credits, with new fixed charges. 
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In fact the cut-in material supply, coupled with rising costs and rising 
prices, will entail an urgent and progressive need of new capital to serve 
as working capital. Such a view of things is not held by the certified econ­
omists and substantial citizens. By received preconceptions they hold that 
"credit is deferred payment, capital is assembled 'production goods,' busi­
ness is the helper of productive industry, salesmanship is the facility of 
the 'middleman,' money is 'the great wheel of circulation' employed in 
a 'refined system of barter,' and absentee ownership is a rhetorical 
solecism!' But "it is conceivable that the civilised peoples might yet save 
themselves alive out of this impasse, in spite of their addiction to busi­
ness, if it were not for their national integrity," which comes down to the 
same thing, the belief in the make-believe of capitalised overhead charges. 
Still "there is always the chance, more or less imminent, that in time, 
after due trial and error, on duly prolonged and intensified irritation, 
some sizable element of the underlying population, not intrinsically com­
mitted to absentee ownership, will forsake or forget their moral princi­
ples of business-as-usual, and will thereupon endeavour to take this 
businesslike arrangement to pieces and put the works together again on 
some other plan." Absentee ownership is not necessarily wrong in princi­
ple, but its concrete working out in the modern system of credit has 
created a precarious state of affairs. 

"The net aggregate amount of these differential gains which so accrue 
to these special Interests at the cost of such ill will and distress to the 
common run will ordinarily foot up to no more than a vanishing per­
centage of their net aggregate cost to the underlying populations that are 
employed in the traffic. In the material respect these institutional hold­
overs work out in a formidable aggregate loss of life and livelihood; 
while in the spiritual respect their staple output is a tissue of dissension, 
distrust, dishonesty, servility, and bombast. The net product is mutual 
and collective defeat and grief." In the calculable future it is not to be 
expected that ·popular sentiment will effectively run counter to "that 
strategy of businesslike curtailment of output, debilitation of industry, 
and capitalisation of overhead charges" involved in the established sys­
tem of ownership and bargaining. This chronic derangement, involving 
"a progressively widening margin of deficiency in the aggregate material 
output and a progressive shrinkage of the available means of life," with 
progressive capitalisation and overhead charges until a collapse is reached, 
recalls Veblen's declaration in The Theory of Business Enterprise that 
depression is normal and that business prosperity is achieved by an 
extraneous factor in the nature of waste. 

Thus Veblen's formulation of the inherent contradiction of modern 
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capitalism is that credit must be continually expanded in order to keep 
the industrial system going in the face of property rights and industrial 
efficiency. This expansion necessitates sabotage, labour troubles, and in­
creased labour costs, which in turn necessitate further credit expansion, 
trading on a thinner equity of tangible assets, until the assets disappear. 

The best summary of the book is a description of the third term of 
Veblen's course, "Economic .Factors in Civilisation," called "The In­
dustrial Revolution," which was scheduled for 1923 at the New School. 
This description declared: "The past I so years may fairly be called a 
period of Industrial Revolution. Sweeping changes have taken effect 
in the ways and means of industry and have greatly altered the material 
conditions of life, and have thereby altered civilised men's habits of 
life in detail. These changes in the habitual ways and means of living 
have been and continue to be large, swift, and profound, beyond ex­
ample; while the resulting changes due to follow in the habits of 
thought which govern civilised men's conduct and convictions have been 
and continue to be slight and slow, by comparison. So that it is now an 
open question whether the civilised peoples will be able to bring their 
principles of conduct up to date and with passable consonance with the 
new material conditions of life." 

Veblen took the manuscript to Huebsch, and one of Huebsch's men, 
working on The Freeman, has said: "Veblen seemed more mouselike 
than ever. Huebsch told me that Veblen had stolen into his office like 
an interloper who wished to ask for a dime, but sat fidgeting in a chair 
for about an hour while Huebsch made conversation, and had finally 
with a great effort of will dumped an untidy parcel of manuscript on the 
desk, stating that it was something he had written but probably not of 
the least interest to the publisher or anyone else." . 

The reviews were relatively mild. The only strenuous objections 
came from the radicals, who had not yet learned to pierce Veblen's 
rhetoric. The reviewer in The Liberator said: "Absentee Ownership 
borders on Marxian analysis and interpretation. Yet Veblen insists on 
steering clear from the scientific line of socialism in his conclusions," de­
claring that "the standard formalities of 'Socialism' and 'Anti-socialism' 
are obsolete in face of the new alignment of economic forces." 

Before the book was sent to Huebsch for publication, Veblen took a 
chance on the stock market. Dr. Boughton had been told by a friend 
in an oil company that the company's stock was bound for a sizable rise, 
and she asked Veblen if he wished to purchase some. He was interested 
in setting aside some money for his old age, and decided to buy the 
stock, although fully aware of the inconsistency of his action. Shortly 
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afterwards the company figured in the oil scandals as the concern whos~ 
purchase price, when it was bought by a larger concern, was changed 
within twenty-four hours by an amount which was claimed to represent 
the funds needed to pay off the Republican party debt. But Veblen made 
money on his venture. One of his brothers declared humorously that 
his pecuniary success showed that he had finally become properly edu­
cated. The brother said that some of Veblen's work in The Journal of 
PolitictJl Economy and The Theory of Business Enterprise indicated his 
incomplete knowledge of business, "but he learned more later. When 
he really learned the science of business and finance, he went at it and 
made some money for himself." But, as so many had said before, the 
brother declared: "I do not think anyone ever really knew him." 

Ellen Rolfe did not lose touch with Veblen. She knew when his sec­
ond wife died in 1920. In a letter she said that "Mr. V. sends me his 
books," and she told a friend that she had been writing to him quite im· 
personally about her faith in theosophy. She attempted to convert him 
to theosophy, and he answered her kindly. She still felt that he would 
come back to her. Not long before her death she wrote that he remained 
in her memory as the quiet-mannered country boy of college years, 
neither crass nor blunt nor high-stepping, but of kindly although not 
sacrificial feelings. "Though the way grew very rough, it was my great 
good fortune to have married this one who has performed his mission so 
well." "It has pleased him in his super-activity to hold mankind up to the 
mirror to show them how their joints worked." In the final day of 
reckoning there could be "no better showman to point out the sheep from 
the goats to themselves." He was a natural mechanic, an inventor, an­
thropologist, linguist, nature lover, scientist, an ideal idler with the in­
telligence to gratify his curiosity in a leisurely-way that never wore him 

· out. He "roams the universe idly," with "never a moment of con­
scientious service." Even the idea of death does not affect him. He 
knows that might was born in him. No inner disquiet could ever take 
toll of the serenity of his outlook. Attention and praise were the due of 
his genius, for "the unusual loves to find acceptation." She did not en­
tirely blame him for their difficulties. She termed her~elf "the romantic 
drudge, the first wife, who stems poverty, uncertainty, unfulfilment, 
'temperament,' the sordid push upward, and asks for herself nothing, 
except perhaps that her heart be not too bitterly broken in the days when 
women begin to consider her prize worth attention." 

Beginning in 1923 the same former Chicago student who had pre­
viously contributed $4500 to Veblen's salary now contributed $500 an­
nually to Veblen's support. In the summer of I 924 Veblen was very 
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uncertain of his direction. He wrote Lubin: "I don't know what I am 
likely to do next," and he wrote Mitchell that he was "still on the 
wind." He had some expectation of going to England in the winter of 
1924 or the spring of 1925, to study British imperialism, for he had 
never ceased to be curious as to the explanation for England's hegemony 
over the rest of the world. England, he felt, was a predatory organism, 
just as were the United States and Germany, but the English seemed 
more efficient than others in their predatory activities. They seemed to 
know when they had reached the point of all the traffic can bear, whereas 
the Americans usually crossed the point. In England life seemed to ruri 
smoothly, without the overt brutality characteristic of the larger busi­
ness operations in America and Germany. At a time when Americans 
felt that financial control had passed to the United States, Veblen had no 
doubts that the English financier would in the sequel be shown still to 
have control of the financial resources of the world. He seemed to feel 
that all his previous analysis was preliminary to such an investigation and 
that in a study of British imperialism he would merge the various cur­
rents of his thoughts. Alvin Johnson attempted to raise sufficient funds 
for Veblen, and at first the prospect seemed promising. Veblen even 
arranged for a passport, but finally it proved that funds were unavailable. 

Veblen was quite pleased to learn that a doctoral dissertation had 
been written on his work at the University of Paris. The author was an 
American, William Jaffe, and before reading his book Veblen· wrote 
him: "You seem to have been borrowing trouble, if I may comment." 
"It has also occurred to me, and I am taking the liberty to make the 
suggestion that if your dissertation were translated or rewritten in Eng- . 
!ish you might find a certain (restricted) market and attentionfor it. in· 
this country. If such a thing should interest you, I would also suggest 
that you see Mr. Huebsch, my publisher." 

Most of the professors at Jaffe's examination on his thesis seemed 
never to have heard of Veblen. One was annoyed at Veblen's contempt 
for luxury articles, maintaining that articles de luxe were evidences of a 
higher civilisation. One, however, William Oualid, showed acquaintance 
with Veblen's work, and wanted to know how Veblen came to have a 
point of view much more European than American. The most dis­
tinguished French economist in the orthodox tradition, particularly in 
finance, who had a high respect for Marx, seemed to feel that a study 
of Veblen was a waste of time. He said that he had read The Theory of 
the Leisure Class and found it worthless. 

In Germany, Sombart had had a high administration for Veblen since 
. the appearance of The Theory of Business Enterprise; Max Weber 
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thought much of The Theory of the Leisure Class. But such men were 
not considered economic theorists by the orthodox. The latter, repre­
sented by such men as Joseph Schum peter, had much the same opinion of 
Veblen as had the American economists when The Theory of the Leisure 
Cla.rs first appeared. The most distinguished of their number said that 
he first saw Veblen at a meeting of the American Economic Association, 
and that Veblen, leaning against the wall near the threshold of a room, 
with a red scarf about him, looked like a common poseur. He added that 
he considered the distinction between making goods and making money 
only too obvious, and utterly useless in economic analysis. Marx, he felt, 
was a great thinker, but Veblen was little better than a charlatan. 

In England, too, the conventional economists did not have a very 
high respect for Veblen. In The Economic Journal, the official publica­
tion of the Royal Economic Association, the. only review of Veblen's 
works was that of The Theory of the Leisure Class, appearing in 1925, 
just after an English edition had been published of a number of his 
writings. The reviewer said: "There is naturally no suggestion in this 
tale of unrelieved gloom, of any service rendered by the leisure classes, 
nor any indication why the community should have continued so long 
to tolerate their existence. The whole treatment of the subject, and even 
more the style in which it is written, must make it most acceptable read­
ing to the exponents of the class war." Jaffe's book on Veblen was re­
viewed at the same time and by the same reviewer, who commented "nor 
again, beyond a casual mention of the fact that Mr. Graham Wallas 
dislikes Veblen's irony, does [Mr. Jaffe] make any reference to the con­
centrated venom of Veblen's writings. But the average reader needs a 
walk in the suri to clear his head of sulphuric acid fumes between every 
two volumes." But Patrick Geddes stayed up all night to finish The 

. Theory of the Leisure Class. In a note in The Sociological Re-view 
Victor Branford said that "in sum, the view of contemporary civilisation 
in the West, presented by Mr. Veblen's remarkable series of studies 
running through and beyond the two decades that have witnessed the 
world crisis of the War, comes nearer, perhaps to a sociological interpre­
tation of current life and affairs than can be found elsewhere. But what a 
reflection on the body of professed sociologists that they should have 
left this supreme task of describing and interpreting the characteristic 
processes of contemporary civilisation in the West to a professor in 
Economics!" 

Appreciation of Veblen was slowly growing in the academic halls of 
America. In 1924 Washington University gave him an honour that was 
not without a touch of irony. His name was carved on the wall of the 
building devoted to the School of Commerce and Finance, now called 
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the School of Business and Public Administration. Veblen's name was 
surrounded not by those of Marx and Lassalle, but by those of such 
orthodox leaders as Hobson, Gossen, Jevons, Schmoller, List, Bohm­
Bawerk, Smith, Taussig, Ricardo, Clark, Malthus, Mill, Marshall. 

In that year Mitchell was president of the American Economic Asso­
ciation, and in his presidential address he said: "One topic ..• is fairly 
sure to receive much attention-the topic defined twenty-four years ago 
at the thirteenth annual meeting of the American Economic Association 
by Dr. Veblen," in his paper on "Industrial and Pecuniary Employ­
ments." "This is the relation between business and industry." 1 At the 
same session Veblen submitted a paper on "Economic Theory· in the 
Calculable Future." This paper, like his first before the Association, 
was not delivered in person, ostensibly because of ill h~lth. The meeting 
was held in Chicago, and Veblen felt that the trip would be too much 
of a hardship. He was not at all satisfied with his paper; it was less than 
eight pages in length, not enough space for Veblen's roundabout style 
to achieve its best effect. 

Economic science, Veblen declared, has suffered an increasing bifurca­
tion as a result ofthe operations of modern industry and absentee own­
ership on a large and ever-increasing scale. Economists must align them­
selves either with the state of the industrial arts or with the price 
system. The logic of business is alien to that of industry and incompatible 
with it. There is a great probability that the logic of business enterprise 
and of bellicose nationalism will overpower the evolutionary trend of 
economics and set back the industrial advance. Prevailing economics is of 
a monographic nature, based even more unreservedly than in the past on 

4 

the traditional common-sense preconception of the price system. To the 
conventional economists, as well as to most other men, business considera­
tions are understandable and of paramount importance, the technological 
half of the current economic world remaining to them obscure and, at 
the best, subsidiary. The final and conclusive terms, the objective 
beneficent end of the analysis, are increasingly the realities of business 
traffic and differential gain. The economist or businessman is not inter­
ested in the ulterior effect of the pursuit of differential gains, except by 
way of uttering an irrelevant obiter dictum, since these gains are the final 
terms of his own activity, and he takes it for granted that the pursuit of 
differential gains is good for the community. 

Thus "economic science should, for its major incidence and with in­
creasing singleness and clarity, be a science of business traffic, mono­
graphic, detailed, exacting, and imbued with a spirit of devotion to 
things as they are shaping themselves under the paramount exigencies 
of absentee ownership considered as a working system; and the per-
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sonnel of the science, the body of economists in ordinary, in the degree 
in which they run to form under the training of the schools and the 
market, should be partisans of this system, and of a reasonably in­
tolerant temper." There will, of course, be controversies, but such con­
troversies "should in an increasing degree run in terms drawn from 
the current business traffic," from the controversies of captains of finance, 
concerned with the pecuniary advisability of disputed policies. No argu­
ment on economic matters can be respected today unless it is set forth 
as a "business proposition," in terms drawn from current corporation 
finance. 

Technological matters are considered only in so far a.s they become 
instruments of differential gain against other businessmen and ultimately 
against the community. Technological enterprise perforce seeks a gain 
in productive efficiency at large, and from the technological standpoint 
the various industrial concerns work as a team. But from the standpoint 
of business strategy they are competitors in a strategy of mutual defeat. 
Monopoly, which is the basis of business gains, is pure waste from the 
standpoint of the technical half of the industrial world. National state­
craft, patriotic inflation, armaments, function for the ends of big busi­
ness. "And such economists and commissions of economic inquiry as are 
drawn into the service of the national establishment are drawn in for no 
other purpose and on no other qualifications than such as are presumed 
to serve the bankers and traders of the nation against the outsiders," the 
underlying population. Increasingly the faculties of economic science are 

. taken up with the art of salesmanship and the expedients of sales pub­
licity. 

This conclusion is a long distance from that of "Why Is Economics 
Not an Evolutionary Science?" written a quarter of a century before, 
where Veblen had declared: "Under the stress of modern technological 
exigencies, men's everyday habits of thought are falling into the lines 
that in the sciences constitute the evolutionary method; and knowledge 
which proceeds on a higher, more archaic plane is becoming alien and 
meaningless to them. The social and political sciences must follow the 
drift for they are already caught in it." . 

Veblen's paper was discussed by Raymond Bye, professor of eco­
nomics at the University of Pennsylvania, and by John Maurice Clark 
of Chicago University, the son of Veblen's old teacher. Clark said that 
"Veblen is far from being negligible with the large group of his dis­
ciples and the larger group of those who have been driven to rethink 
their premises and reorient their efforts by the challenge of his pitiless 
subversions of orthodoxy •••• The wide effect of Veblen's doctrines is 
itself an evidence of some sort of manifest destiny." But Clark objected 
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to Veblen's bifurcation of economic science. "A far truer statement would 
seem to be that the organising of human efforts involves two sets of 
functions, one technical, the other concerned with giving the technical 

·efforts necessary direction and guidance." No one has ever shown "how 
social efficiency can be organised on a technical basis alone." The path of 
progress "calls for an evolution of our scheme of values, not for a 'tech­
nocracy' which ignores value." Clark also objected to Veblen's statement 
that "the nation has no other function than the pursuit of commercial 
rivalries, all of them affairs of international mutual defeat." 2 It could 
not, he said, stand a moment's candid examination if taken literally . .Ac: 
cording to Clark, Veblen himself presented the refutation to the ob­
j ections against his statement· that economists are becoming devoted to, 
monographic work and to the service of business. 

A move was under way to get the American Economic Association to 
recognise Veblen's position by an offer of the presidency. Some of the 
younger members had for some years been dissatisfied with the way in 
which they believed the association was being run by a small group of 
insiders with the result that the persons nominated for the presidency 
were not always the most eminent leaders in American economic thought. 
They were particularly nettled by the way in which Veblen was ignored 
for men whom they believed inferior to him. Therefore Paul Douglas 
had in 1923 started a movement for nominating candidates by petition 
as well as by the selections of the nominating committee. J .M. Clark was 
made head of a committee to investigate the question. The committee . 
discussed also the possibility of an occasional election of an honorary 
president. In this office "the Association wishes to recognise scholarly , 
service of high distinction without adding to it the burden of executive 
work." 8 This suggestion was also made by Douglas, and Veblen was 
the scholar to be so honoured . .It was said that Laughlin might be given 
the distinction after Veblen if the proposal was approved. The committee 
could come to no decision at the 1924 meeting, and nothing came of 
either of the plans. · 

President Mitchell, however, appointed a nominating committee which 
was made up of Veblen's friends. Taussig was chairman, and the other 
members were Commons, Millis, and two younger men-James Harvey 
Rogers and Douglas. It looked as if Veblen was to be the next president. 
But in committee meetings Allyn Young's name was also put forward. 
He had been a colleague of Millis and Commons, and had just been 
made a colleague of Taussig at Harvard. It was said Veblen was really 
a sociologist not an economist, and the question was raised whether he 
would take the presidency seriously or would attend the coming meet­
ing. Moreover, he was not a member of the association. On the other 
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hand, it was contended that Young had been active in the association for 
many years, and that as secretary he had given much labour and time 
to its affairs. After a number of meetings of the nominating committee, 
the old generation won out. Early in the spring Douglas started a peti­
tion asking for the nomination of Veblen at the following meeting. This 
move met with some opposition from the older members of the associa­
tion, but was supported by such men as Mitchell and A.B. Wolfe. Several 
hundred signatures were quickly acquired and presented to E.R.A. 
Seligman, who was chairman of the nominating committee. Seligman 
secured the consent of the nominating committee to Veblen's candidacy, 
and offered the nomination to Veblen, on condition that he become a 
member of the association and deliver an address. Veblen refused the 
offer, and after Seligman had left he said to a friend: "It gave me great 
pleasure to refuse him. They didn't offer it to me when I needed it." The 
whole matter was dropped. At the election one of Veblen's former stu­
dents suggested that Veblen's bust, draped in an American flag, be placed 
on the presidential platform. 

Doubtless it would have been a fine sentimental gesture if the associa­
tion had elected Veblen despite his refusal, thereby showing that at least 
his own profession did not conform with his logic of institutions. But 
among the members there was no little division of opinion about Veblen. 
Many of the older members disapproved of him because of his marital 
experiences. They also resented the somewhat lofty tone that he assumed 
towards. his contemporaries, and most of them disagreed with his eco­
nomic theories. One of the members of the I 924 nominating committee 
said that he felt "a deep emotional opposition to Veblen which was as 
real as the admiration which many of us bore him." 

Veblen turned back: to the literature of his people, to "one of those 
things men do when they grow old." In 1925 he issued his translation 
of The Laxdtela Saga. It was now thirty-seven years since he had first 
undertaken the work. He told Huebsch that he would lose money in 
publishing it, but Huebsch was not concerned, since he had never made 
money on Veblen's books. At first Veblen thought of publishing the saga 
as a Christmas gift book, with illustrations by his friend Nordfeld, but 
nothing came of this plan. 

Whatever the date of the translation may be, Veblen's introduction 
was certainly of a recent date. The discussion in the preface has about as 
much relation to the saga itself as Veblen's discussion of the preconcep­
tions of economic science had to the specific economists and schools that 
he mentioned in those early essays. The different historical episodes and 
factors discussed in the preface, such as the blood-feud, the Propaganda 
of the Faith, the Viking Enterprise, the Icelandic Aristocratic Republic, 
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had been used by Veblen before, but in this limited space they merge 
with one another, and appear merely as different ways of portraying the 
nature of modem capitalism. For an understanding of Veblen this is one 
of his best essays. 

In Veblen's analysis the institution of the blood-feud can be tak~n 
as a symbol of the system of free contract and ownership, and the classic 
sagas as a symbol of classical economics and the traditional ideas of owner­
ship. In all the "classic sagas which haye come down from the saga 
period/' the "paramount exigencies of the blood-feud • • . shape the 
outlines of the narrative and create the critical situations of the plot 
and give rise to the main outstanding incidents and episodes .••• The 
blood-feud was then a matter of course and of common sense, about the 
merits of which no question was entertained-no more than the merits 
of national patriotism are questioned in our time." The Laxdtela Saga 
reflects the state of affairs "touching the Scandinavian and the English­
speaking peoples at the point of their induction into their feudal and 
ecclesiastical status in early-christian times." The two pillars of the new 
institutional structure were Sin and Servility. "And both of these con­
cepts are in principle alien to the spirit of the pagan past. The sagas of 
the classical period reflect that state of experience .•• which prepared 
the way for these new canons of right and honest living; canons accord­
ing to which the common man has in the nature of things no claims which 
his God or his masters are bound to respect. They are at the same time 
the canons which have since then continued to. rule the life of these 
Christian peoples in Church and State." 

The discipline of the Viking Age induced in these people a frame . 
of mind which would incline them to a conviction of sin and to an un- • 
questioning subjection to mastery, in other words, to an acceptance of the 
Propaganda of the Faith. The concrete working out of the principle and 
logic of the blood-feud, "with its standardised routine of outlawry and 
its compounding of felonies," facilitated conversion to the fundamentals 
of the New Faith. The Viking Age of Big Business prepared the ground 
for the new feudal order of society. VIking enterprise "was an enterprise 
in piracy and slave-trade,· which gr~w steadily more ·businesslike and 
more implacable as time went on. It was an enterprise in getting some­
thing for nothing by force and fraud at the cost of the party of the second 
part; much the same, in principle, as the national politics pursued by the 
statesmen of the present time." It became a settled right of common 
sense that the common man, the underlying population, "had no rights 
which the captains of the strong arm were to respect." "And like any 
other business enterprise that is of a competitive nature, this traffic in 
piracy was for ever driven by its quest of profits to 'trade on a thinner 
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equity,' to draw more unsparingly on its resources of manpower and ap­
pliances, and so to cut into the margin of its reserves, to charge increas­
ingly more than the traffic would bear. • • • Between increasing squalor 
and privation on the material side and an ever-increasing habituation to 
insecurity, fear, and servility on the spiritual side," the population was 
driven finally to believe that "this world is a vale of tears and that they 
all were miserable sinners prostrate and naked in the presence of an 
unreasoning and unsparing God and his bailiffs. • • • This standardised 
routine of larceny and homicide ran through its available resources and 
fell insensibly into decay •••• The medieval church in Iceland stands 
out on the current of events as a corporation of bigoted adventurers for 
the capitalising of graft and blackmail and the profitable compounding 
of felonious crimes and vices." This oppression was implicit also in the 
growth and function of that "System of Boss Rule that made up the 
working constitution of the Icelandic Commonwealth" and eventually 
accomplished the "incredibly shameful" degradation of the people. 

Some of Veblen's footnotes in the text are among the best examples, 
outside of his lectures, of his use of anthropological material to exemplify 
aspects of modem civilisation. Of one man who "grew to be a man of 
wealth and power, and a great chieftain," Veblen said in a footnote, 
"Such a 'chieftain' was a local ruler, by custom, prestige, patronage, and 
the strong arm, not by law. At this time (second quarter of the tenth 
century), as well as under the later-organised Republic, there was in 
point of law, no executive or police in Iceland. The nearest modern 
analogue of the Icelandic hofdingi and his powers, dignities, and duties, 
would be the political 'Boss,' as he functions in American politics and in 
American municipal affairs. So that, in effect, the democracy of Iceland, 
both before and during the period of the Republic, was a comprehensive 
and elaborate system of 'Boss' rule; with no recourse to any ulterior au­
thority, except to a judiciary which owed effectual allegiance to the Bosses 
of the system. • • • There is nothing in the way of an ostensible popu­
lar government interposed between the Bosses and their underlying 
population. There were parliamentary bodies, local and central, which 
were in effect, controlled by the Bosses. How nearly the American 
democracy may approach this type-form is apparently a question of the 
future." 

"The Hamingia-good luck, destiny, mana-of any person was a 
congenital attribute. It was conceived to be transferable in some degree; 
so that its usufruct might inure to the benefit of a second party; and in 
any case its influence for good would extend to the lucky person's near 
friends and conduce to their success and profit. It was a magical force, 
of a spiritual nature, but greatly valued for the material benefits to which 
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it conduced. • The friendship of any 'lucky person' was greatly 
valued-might almost be said to have been capitalised." 

"Originally, in pagan times, the functions of the Godi were primarily 
of a shamanistic or quasi-priestly sort. To these there came to be added 
certain secular duties, connected with the local and seasonal folk-motes." 
In Christian times and under the Christian perspective the Godord­
"the office or dignity of Godi-had become hereditary, but it was also 
otherwise transmissible, and, indeed, vendible. A godordsman would 
be a substantial citizen, and presumably a man of large means. The 
great political bosses of the twelfth and thirteenth centuries were com-' 
monly incumbents of one or more, sometimes fractional, godords, by 
inheritance, purchase, or proxy." The Hersir in Veblen's interpretation 
seems to have much the same function. The "Hersir was a 'Squire,' a 
country gentleman of wealth and family, who was by custom invested 
with a degree of authority in local concerns." · 

When the translation appeared, Veblen was asked the obvious ques­
tion: "Is your particular style derived from imitating the ancient Ice­
landic, or have you written your own style into the translation? 'The 
man's head came off and he died soon after, as was to be expected'­
any competent critic would set down as a Veblenism." Veblen's answer 
was, "I have translated the matter very literally." 

L.M. Hollander, an authority on the saga literature, has said in 
Scandinavian Studies and Notes that Veblen's is one of the best transla­
tions of an Icelandic saga. But a few renditions are faulty, as a result of 
the author's leaning towards "raciness or smartness," as shown in such 
phrases as "a tough job," "with such a hell-bent ugly customer," "1 will 
make no bones about bumping off one or both." The translation of 
H ersir rikir as a "country gentleman of large means" gives an entirely 
false impression. A proverb which should have been translated as "don't 
depend on others" is given "the rather left-handed" form, "delegated 
business goes to the wolves." Hollander considered it unfortunate that 
Veblen should have viewed the saga as a sociological document, and 
declared that some of his generalisations were wide of the mark, espe­
cially that concerning the Christianisation of the North. "A little less 
sociology and far more expressed appreciation of the saga man's ait, 
would have been in place," in the too lengthy preface. 

For a few months in 1925 Veblen visited Lubin, who was connected 
with the Robert Brookings Graduate School, and faithfully attended 
every session of Lubin's class on classical econ~mics. He was asked to 
deliver a series of lectures at the school, and the stipend was rather 
large, but he refused the offer. In 1926 Douglas started a movement for 
a Festschrift for Veblen, to be subsidised by the American Economic 
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Association, but it was difficult to secure financial support and the plan did 
not materialise. \Vhen Veblen heard of the proposal, he objected to it, 
and declared: "I am not dead yet." 

Then occurred the British General Strike. Veblen once more felt as 
he had when President Wilson left for Europe. He said that it was the 
second opportunity for an upturn that had presented itself during his 
lifetime, and when it failed he declared that British labour, as always 
in the past, preferred to save the British Empire. The British Labourites, 
he said, had no plan of action; he had given them a suggestion but they 
never took it. Their dismal failure helped to complete the breakdown 
o~ Veblen's faith in the possibility of a new order by relatively peaceful 
means. He reread Carpenter's poem Towards Democracy, which in his 
Chicago days he had found so stimulating, but now it seemed to him 
merely trivial. 

Ellen Rolfe died in May 1926. Although she was still a theosophist, 
she had arranged in her will that her body be given to a research group 
in the interests of science. Examination showed her physical develop­
ment to have been greatly retarded, scarcely even to have passed beyond 
early adolescence. With her death the twilight began for Veblen. He 

· was even now a legendary figure, and he himself said that he had 
already reached the crest of his popularity. 

Veblen's days in the East drew to a close. He did not like to return 
to his property in California, which. was near Stanford, for it was, he 
said, like going into cold storage. But that was the only choice he could 
make. He expected to stay in California only until something happened, 
but he had no definite plans. Accompanied by his stepdaughter Becky 
he went back to the West, a defeated man, and this time there was to be 
no return. 



CHAPTER XXIV 

O
N the way to California Veblen stopped fora while with his 
sister in Mi11neapolis. He seemed as active as ever and 
busied himself fixing the locks of her house and making, 
repairs. He went down for a while to San Diego, where 

his brother Andrew lived. On February 22, 1927, while still in San 
Diego, he wrote Lubin: "It is already some weeks since we got a 
card announcing the presence of Miss Alice; and the delay in acknowl­
edging it has not been due to lack of sentiment on my part but only 
to my own dullness due to a persistent and debilitating cold. • • • 
There is not much to be said for this place (which is damp and chilly) 
and less to be said for myself (who am still unfi_t for anything) and 
Becky and I will probably be leaving for the east-probably for the 
Island-again in a few weeks." When he came north to Palo Alto,.neither 
of his absentee properties was available for a home. The cabin was in dis­
repair and the house near Stanford, which was in a poor section, was 
occupied by a woman tenant who refused to move or pay the rent. A third 
shanty had been built on the property by Ellen Rolfe, but when Veblen 
presented himself there he was confronted by a· simple and hearty old 
man who in plain words claimed title in the name of the tenant of the 
other shanty. She had told him, he said, that he could live there as long as , 
he liked. Veblen, according to Hans Storm, Camp's brother-in-law, sat 
down on the doorstep and laughed silently, his shoulders shaking. "There 
was too much in that laugh to make it exactly pleasant to see: the irony 
of Thorstein Veblen having to defend the institution of absentee owner­
ship before the unenlightened, the bitterness of a man turned out of his 
own house, and, also, the inherent weakness of a contemplative person 
confronted by a hale and hearty extrovert." · 

After getting possession Veblen lived for about a year in the town 
shack. Its yard was a tangle of shrubs and weeds. "The house," said 
Storm, "was bare and barnlike, inside and out; dusty, and so devoid of 
ordinary comfort that one felt as if someone from a very alien culture 
were camping in it-someone to whom our chairs and beds and tables are 
but useless curiosities. In mistaken concern various persons brought him 
rugs and cushions, but he really did not like these things; the chair he 
built for himself was a high-backed settle of bare wood." But there was 
no ascetic gesture in Veblen's taste for simplicity. "I simply have a tough 
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skin," he said. "You would not wear a coat like this, it is too scratchy, but 
you see, I don't mind it." The clothes he wore at home were so coarse 
they would almost stand alone. "The heaviest of work-shoes, purchased 
from Sears, Roebuck, served him for everyday wear in the house." He 
bought much from the mail order houses, because he liked the rugged 
utility of their goods. 

He was always an effiCient workman. Once when Camp was chopping 
wood, Veblen was distressed to see his waste of motion, and showed him 
how to use the axe efficiently. When Camp quickly mastered the art, 
Veblen was highly gratified. 

In having the mountain cabin repaired he was very particular that red· 
wood blocks be used for the foundation instead of pine, since redwood 
would better resist decay. For the cabin he built himself an outdoor chair 
which was a familiar piece of furniture on old New England farms, with 
their rail fences, and he said that such a chair was not possible in the 
typical Middle Western farms, with their barbed-wire fences. Not a leaf 
or a weed or an insect was disturbed. Wood rats had free access even to 
the larder, and a skunk would brush itself against his leg, as a cat would. 
Veblen would stand or sit very quietly for long periods. He was never 
sentimental concerning "Nature," never even articulate. He seemed to 
consider the human relatively unimportant among living things. 

He was still very fond of children, but after a neighbour's two children 
had lived with him and Becky for a few months, he agreed with their 
mother, rather too enthusiastically, that children need a world of their 
own apart from adults. 

Mrs. Gregory, his old friend and student during his first years at 
Chicago, did not know that Veblen was in the West, but she opened her 
door one afternoon to find him standing nonchalantly before her. They 
talked, as always, of everything except himself. He said that it had taken 
him nearly two hours to walk the few blocks from Camp's house, because 
he had had to rest so often, but he told it humorously and gave no satis­
factory answer to questions about the state of his health. 

Veblen had a profound contempt for all forms of mysticism, consider­
ing it meaningless nonsense. "If there is a difference between religion and 
magic," he said, "1 have never been able to find it out." On one occasion 
Storm picked up a copy of Merezhkovsky's Birth of the Gods at Veblen's 
house. He read the preface, which ends with the statement, "the living 
world is the abstract space in which the body of Christ is being formed," 
and asked Veblen, as a scholar, what the preface was about. Veblen re­
plied: "It is about four pages and a half." He did not have a very high 
opinion of Spengler. One of Ellen Rolfe's former proteges told Veblen 
that a German of profound vocabulary, a mystic, who was then holding 
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women's clubs and such organisations spellbound, had told her that his 
was the greatest intellect of the present age. Veblen nodded judiciously. 
"He should know. Only a mind as great as that could know." He ex­
pressed a good-natured ridicule for the anthropologist B. Malinowski, be­
cause "he claims to be reporting only facts, whereas actually on every line 
he builds up his own charming theories." Veblen read much of the recent 
literature. He chuckled with continual delight while reading Norman 
Douglas's South Wind, and he considered Aldous Huxley "a bright 
boy." ' , 

Veblen was still addicted to practical jokes. According to a story of 
Ardzrooni's, Veblen, in one of his walks, found a hornet's nest and shortly 
thereafter met a farmer with an empty sack. He asked the farmer if he 
could borrow the sack for a short while, returned to the nest, put the 
hornets into it, returned the sack to the farmer, and said "thank you." 
The farmer, says Ardzrooni, is still looking for Veblen. Something of· 
the same strain is revealed in another story. An unscrupulous neighbour, 
who thought that Veblen was at the mountain cabin, was stealing from 
Veblen's property some drain pipes, lumber, and other materials pur­
chased for a new garage. All the while Veblen sat smiling quietly, in the 
shadow of a tall bunch of cane growing in front of the house. The thief 
never knew that Veblen knew; neither did Veblen know that another 
neighbour was witnessing the entire spectacle. . 

In 1927 J.M. Clark, in discussing recent developments in economics, 
said that ·Veblen has, "more than any other man, altered the course of 
American economic thought until the orthodoxy of yesterday is today the 
thing everyone is trying to overthrow, replace, or modernise ..•• He 
may be taken as the .largest personal impulse behind the modern critical 
movements." 1 But some of Veblen's ablest students were not very anxious 
that it be known that Veblen was their intellectual father, though they 
would admit their debt in private. The country seemed destined for a 
perpetual prosperity, and thus the millennium, and many of his former 
friends were saying that Veblen was outmoded. The older generation 
formally conceded him a high place in economics, but their concession was 
more a conventional observance than an underlying belief. 

In a discussion in The Quarterly Journal of Economics of Mitchell's 
first volume of Business Cycles, Schumpeter put Schmoller and Veblen 
in the same class and said that "unless acquainted with the embers of 
recent controversial flames, no reader would think of the names of Veblen 
or Schmoller in reading it." Both men, in their equipment, had "glaring 
defects .•. natural and acquired." Schmoller exerted "an influence 
which is in part responsible for what everyone-especially every German 
-admits to be an unsatisfactory state of economic science in Germany. 
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••• Had [Veblen] been able to have his way, had his teaching not met 
a phalanx of competent theorists, we should perhaps have to make a 
somewhat similar statement as to America." 

Six months before his death in 1929, Veblen said in substance to his 
neighbour, Mrs. R.H. Fisher: "Naturally there will be other develop­
ments right along, but just now communism offers the best course that 
I can see." The youth movement in China was the last revolutionary flash 
which deeply interested him, and he was greatly distressed over its 
failure. 

In conversation Veblen was seldom serious about his own writings. 
When he was asked whether he was the author of The Theory of the 
Leisure Class, he answered: "If I am, it has been a long time ago and I 
promise never to do it again." Ardz.rooni told Veblen that he thought 
The Theory of Business Enterprise should be revised in order to include a 
discussion of the Federal Reserve system. Veblen agreed and suggested 
they both go to Washington Island to do the work, but they did not go 
and the book was not revised. 

In 192 7, just before his seventieth birthday, Veblen wrote an article 
entitled "An Experiment in Eugenics," but it was not Veblen at his best. 
The material is not new, and it lacks the snap of his previous work. His 
other work, whatever its appearance of irrelevance, pivoted around his 
fundamental distinction between modern property rights and the institu­
tional requirements of the community, but this essay so lacks direction 
that much of it seems awkward and pointless. The underlying theme and 
the superstructure do not march together as they formerly did, but get in 
each other's way, so that the article seems to end nowhere. 

The Scandinavian countries, said Veblen, would make an excellent test 
for the eugenics theory. They have been the source of great emigrations 
since antiquity and prehistoric days. According to the eugenics theory, the 
strong and able, the aggressive, in general the superior, would be the 
emigrants and the inferior and the generally unfit would be left to breed 
succeeding generations of emigrants. Thus a comparison of the present 
Scandinavian peoples with the general European population might show 
the value of the eugenics argument. · 

In the middle of the essay Veblen makes a digressiot?- to discuss why 
emigration from the Scandinavian countries was interrupted between the 
eleventh and eighteenth centuries and began again in the nineteenth. 
There was no surplus population available during this interval, in which 
the "feudalistic state and the medieval church were definitively installed 
in the Scandinavian countries." But a surplus population became available 
when these barbarian institutions lost their grip. "The Black Death also 
came during this interval and ran with exceptional severity" over the 
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area. In Absentee Ownership Veblen had said that the two factors of the 
community's material efficiency and advance are the technological arts and 
population, with the latter conditioned by the former. Now the factors 
required are the absence of a kept class and the natural fecundity of the 
people, with the latter conditioned by the former. . 

In order to have a selective emigration of the superior there must be 
a habitual surplus margin of population, which presumes a habitual 
margin of livelihood in excess of current need. This in turn will presume 
the effective absence "of an idle or non-productive class of ultimate con­
sumers," that is "kept classes." Under the pagan scheme the priesthood 
and other kinds of ecclesiastical personnel, gentry, nobility, royalty, were 
not exempt from industrial employment; that is, they did not draw their 
living from the industry of the working population. "Workmanship was 
then still an honourable distinction to which all classes and conditions of 
men aspired," and thus the country's productive work afforded a habitual 
margin of livelihood. Natural fecundity resulted in a surplus population 
for emigration. But with the coming of the feudalistic state and the 
medieval church, the ecclesiastical and similar kept classes multiplied and 
dominated the community "in a teamwork of misrule, extortion, and 
waste." The means of livelihood fell, and there was a consequent cessa­
tion of the habitual production of a surplus population. The substitution 
of Lutheran ecclesiasticism in place of Roman Catholicism made no sub­
stantial difference. The Lutheran church also operated on the "same old 
plan of charging all that the traffic would bear." The domestic establish­
ments of the married priesthood served the same. purpose as monasticism, 
the purpose of ''tracelessly consuming any available margin of livelihood." 
In the nineteenth century, however, the grip of feudalistic state and 
church upon the underlying population was broken to some extent. 

Norway can be taken as a good illustration, negatively, of the effect of 
kept classes on population. Norway is too poor in resources to support a 
landed gentry or a similar proprietary class.·Thus the natural fecundity 
of the people was not restricted and a surplus population could develop. 

Illegitimate births are altogether in contravention of the established 
law and order of Holy Church. Although the people of the Scandinavian 
countries are sufficiently law-abiding, devoutly and abjectly Lutheran, 
in some parishes, according to one authority, illegitimate births have risen 
as high as 30 or even 35 percent of the total birth-rate. "All this in spite 
of the obstinate endeavours of the clergy to discourage this illicit traffic." 
In a footnote, Veblen elaborated this statement in a style comparable to 
his discussion of the Propaganda of the Faith in Absentee Ownership. 
"As Adam Smith might have expressed it, illegitimate births 'do not af­
ford a revenue.' By reason of this disability they have come in for a 



502 THORSTEIN VEBLEN 

negative 'prestige value,' as not having the countenance of Holy Church. 
Inasmuch as they are celebrated with no circumstances of publicity, they 
do not lend themselves to the routine of sacramental excise from which 
the clerics of Holy Church derive a substantial portion of their livelihood. 
On these, and perhaps on other grounds, illegitimate births have had the 
fortune to become sinful, not to say shameful. So that there comes to be 
about this whole traffic a certain air of reluctant fortuity and irresponsi· 
bility, such as will call to mind the 'forced movements' of lower animals. 
In a manner of speaking, such births may be rated as an undesigned 
triumph of the hormones over the proprieties; or, theologically speaking, 
as a triumph of the ancient in junction to 'be fruitful, and multiply, and 
replenish the earth,' as against those later-devised Divine Ordinances that 
have been found advisable in view of the Holy Fisc." 

The article was rejected for publication. When asked why he wrote 
nothing more, Veblen said: "I am seventy years old, and I have decided 
not to break the Sabbath. It is such a nice Sabbath." He was well aware of 
the fact that it was being asked everywhere if Shaw, whose seventieth 
birthday was being celebrated the same year with considerable blowing of 
trumpets, "had anything more to say." Veblen knew that he had finished 
writing, but the knowledge did not make his position any more tolerable. 

At seventy he was eager for discussion, and he was lonely. The irony 
of his position, said Storm, was that, "while he lacked the companionship 
he wanted, he was given a surfeit of adulation, which he did not at all 
appreciate. 'Could you tell me,' wrote a young disciple, 'in what house 
in Chicago it was that you did your early writings, and if possible in which 
very room?'" Such persons would come to see him, "sometimes from 
considerable distances, not because they had anything to say to him, but 
because they wanted to sit at the feet of the Master. People with pon­
derous works which would never be published, and with theories of the 

. universe which had, alas, been stated many, many years ago, but totally 
without a sense of humour, paid him a reverence no god should merit. 
The meetings with them were stupid or distressing. Veblen was kind to 
them. He was without the defences of a public person." When former 
students visited him he was extremely pleased, and would regret their 
leaving. He had a number of loyal Stanford friends. His nephew Oswald 
Veblen would visit him, and he asked a former student of his own at · 
Stanford to see Veblen now and then and report on his condition. But 
these men had other duties, while Veblen had nothing to do. 

As the end drew on, Veblen felt extremely lonely and neglected. He 
thought that everyone had forgotten him, and complained that he was 
not getting the proper care and attention. He even drew up a new will, 
but he neglected to sign it. Finally he would not see even old and true 
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friends. Davenport, teaching summer school at Stanford, left his card 
twice at Veblen's Stanford home, but Veblen never got in touch with 
him. Davenport was angry, but when he was leaving town Ardz.rooni met 
him at the station and persuaded him to return once more. 

Although business prosperity was increasing, Veblen's material for­
tunes were on the decline. The raisin industry. collapsed and Veblen's 
money invested there was lost. His oil stocks were worthless. He had 
lent the son of a former housekeeper a large sum of money in Stanford 
and, as a settlement, he took over the man's ranch, but regretted it because 
the rent he received barely paid the taxes: His income from royalties was 
around $500 to $6oo a year, and his former Chicago student and col­
league still contributed $500 a year. Altogether this one individual con­
tributed $8000 to Veblen's support from 1919 to 1929, according to the 
records of the New School for Social Research, through which the transac­
tions were handled. Others gave varying sums from time to time while 
Veblen was in California. His attitude concerning money furnished a good 
illustration of a friend's statement that Veblen never appreciated the 
necessity of being understood. When he was told that a former' student 
was going to raise some additional money as a gift.for him, he remarked 
that it was not a bad idea. Veblen continually worried over his finances, 
even when it was not strictly necessary, and up to the very day of his death 
he was trying futilely to get his money out of the raisin industry. 

Another factor contributing to Veblen's uneasy state of mind was his 
great desir..:: to return' East to the centre of things. A former student came 
to visit him in April 1928, and with him Veblen joked and laughed in 
quite the old way. He said that the only thing that bothered him was 
exhaustion, that he could do nothing without being greatly fatigued, and • 
the doctor did not know why. He wanted to return to Washington Is­
land, and Becky said that he had a "nostalgia" for the place. He said he 
was only "waiting for the clock to strike," which it would do equally well. 
in any place. Funds were supplied himJor his trip, but he did not go. · 

In 1929 Mitchell was asked by a publisher to prepare a volume of 
lengthy extracts from Veblen's work, and a suitable introductory essay. 
Although he was extremely busy, Mitchell considered the task a moral 
obligation, and he sent the introductory essay to Veblen in June 1929. 
Veblen replied: "I have no fault to find and no changes to make. Indeed, 
I should trust you farther than myself, any day, to make the right selec­
tions to reprint ...• And, as a certain Icelandic adage says, 'It is not 
for me to shake my fist at my good luck.' " . , 

During that summer he planned to return to the East, but a relative 
dissuaded him because of his apparent ill health. Mrs. Fisher has said 
that one day, while he was sitting alone with her on the ridge, Veblen 
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declared that "he heard members of his family, long since dead, speak to 
him in Norwegian, as exactly and clearly as I was speaking to him then." 
He died on August J, 1929. The records gave heart disease as the cause. 

Veblen died on a Saturday, but announcement was not made until 
Monday. His stepdaughter was under a strain, and immediately after 
his death Ardzrooni was telegraphed for, but he could not leave at once. 
Both Ardzrooni and Davenport, who was in Palo Alto at the time, were at 
a loss as to Veblen's wishes in the matter of burial. They decided to have 
him cremated and scatter the ashes over the Pacific Ocean. Pallbearers 
included Camp, Davenport, Stuart, and another former Stanford 
student, Frederick Anderson of the Romance language department of 
Stanford. Later Ardzrooni found a piece of writing among Veblen's 
papers which indicated that the funeral arrangements accorded with Veb­
len's wishes. The note was unsigned, written in pencil probably within 
a week of his death: "It is also my wish, in case of death, to be cremated, 
if it can conveniently be done, as expeditiously and inexpensively as may 
be, without ritual or ceremony of any kind; that my ashes be thrown 
loose into the sea, or into some sizable stream running to the sea; that 
no tombstone, slab, epitaph, effigy, tablet, inscription, or monument of 
any name or nature, be set up in my memory or name in any place or at 
any time; that no obituary, memorial, portrait, or biography of me, nor 
any letters written to or by me be printed or published, or in any way re­
produced, copied or circulated." 

In the will dated November 1924, Veblen left Becky $Io,ooo and the 
residue to both stepdaughters. He gave a quittance in full to Orson Veblen 
for any sum which he owed Thorstein except any remainder of a loan of 
$2,500 covered by a promissory note and secured by a mortgage. How­
ever, the estate consisted for a while of wP,at he might have called nega­
tive assets. Down to 1932 the royalties that came in were needed to pay 

· off debts. 
Veblen's associates and students were deeply stirred by his death. 

John Bates Clark wrote: "It is a grief to me that Veblen is with us no 
more," and the obituary note in The American Economic Review was 
written by J.M. Clark. Everywhere it was said that Veblen's ideas, al­
though radical at their inception, were now coin of the realm, and even 
his obscurity was accounted for upon this ground. Dr. Anna Youngman, 
associate editor of that avowed organ of the business and financial com­
munity, The Journal of Commerce, wrote on the editorial page that 
Veblen's "own published work unfortunately suffered greatly from the 
misinterpretation of critics who mistook his irony for sober expressions 
of opinion and read into his dispassionate analyses of economic society a 
bias that was conspicuously absent from his spoken utterances." In an 
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article in The New Republic, Mitchell said that it had been his own 
great fortune to have studied with Veblen when Veblen began writing 
his important work. In The Economic Journal, Mitchell reminded his 
readers that the only review which The Economic Journal had made of 
Veblen's work was a notice in the issue for September 192 5 of The Theory 
of the Leisure Class, "a volume published twenty-six years earlier, and 
just then reprinted for the ninth time. • • • Veblen demands much of 
his readers, and not everyone who sips will have the stamina to drink." 
In receiving an LL.D. degree that year from the University of Chicago, 
his alma mater, Mitchell declared that "when Chicago lost Veblen and 
Dewey it lost the finest of its men. "There was the disturbing genius of 
Thorstein Veblen-that visitor from another world, who dissected the 
current commonplaces which the student had unconsciously acquired, as 
if the most familiar of his daily thoughts were curious products wrought 
in him by outside forces. No other such emancipator of the mind. from 
the subtle tyranny of circumstance has been known in social science, and 
no other such enlarger of the realm of inquiry." 2 

The Nation said: "It must always be a matter of regret that the move­
ment vigorously pushed by [Veblen's] friends a few years ago to have him 
elected president of the American Economic Association • . . should 
have been blocked by the regulars in that organisation. If Veblen today 
looks down from some Olympian height, it is doubtless to smile at the 
grip of the vested interests on the minds of some of those who devote 
themselves to the impartial study of the working of those interests." John 
Hobson, writing in The Journal of Sociology, said that Veblen "has never 
received any adequate recognition of his great and original contributions 
to sociology and economics in his own country." In Wallace's Farmer • 
Henry A. Wallace declared that Veblen had tried to have the Food Ad­
ministration do its avowed job, but "as might be expected, he didn't get 
along so very well in the Food Administration and soon retired." Wallace . 
added: "He was one of the first men in the United States to demonstrate 
that there was such a thing as a business cycle and many of the men who 
are now working with the business cycle received their original impetus 
either directly or indirectly from Veblen." "His books will live on for 
centuries," and in a hundred years people reading them may realise that 
he was' one of the few men "who knew what was going on." But "not one 
farmer in a thousand ever heard of him." 

A significant obituary note was written in the Jewish socialist newspaper, 
The Forward, by Veblen's former colleague at the New School, Horace 
M. Kallen. "The newspapers have it that Thorstein Veblen was seventy· 
two years old when he died. That is probably true. But he might have 
been twenty-seven or one hundred and twenty-seven for all the difference 
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that years seemed to make in his physical apf>earance and the posture of 
his mind. There .was something unchanging and eternal about him, frail 
and suffering invalid though he was. His significance to the development 
of political economy and sociology is still to be evaluated. Very great as 
his influence has been both on his own contemporaries and the later 
generations of economists and social thinkers, the bulk of it still lies in 
the future. I have a shrewd suspicion that Veblenism may be to the in· 
tellectuals of the future what Marxism has been to the humanitarians of 
the past." Nevertheless, without Veblen such men as Dewey, said Kallen, 
would not have attained their great heights. "And as for the professional 
economists of the present generation and the fundamental aspirations of 
current economics, they owe to Veblen more than to any single mind of 
his own time." 

Stephen Leacock said: "I boast in my classes that I knew Veblen," 
and D.R. Scott, professor of accounting at the University of Missouri, 
declared in the preface of his Cultural Significance of Accounts: "To 
the late Prof. Veblen, I am indebted for the viewpoint expressed in the 
following discussion." Mitchell reiterated in class that Veblen was still 
to be fully appreciated, that his influence lay in the future. 

Shortly aher Veblen's death a recession occurred and the greatest de· 
pression in the world's history began. At this time Veblen was remem· 
bered almost entirely for The Theory of the Leisure Class. Up to 
February 1930, the total sales of his ten books, excluding The Laxdtela 
Saga, were approximately 40,000, and over half of this was represented 
by T h8 Theory of the Leisure Class. He was still viewed primarily as a 
satirist. · 

In the issue of TheN ew Republic for October 22, I 9 30, Michael Gold, 
communist and man of letters, reviewed Thornton Wilder's work in an 
essay entitled "Wilder: Prophet of the Genteel Christ." Veblen, said 

·Gold, foretold the development of the American wealthy as the greatest 
of all leisure classes, in I 899, "in an epoch-making book that every 
American critic ought to study like a Bible. In The Theory of the Leisure 
Class, he painted the hopeless course of most American culture for the 
next three decades. The grim, ironic prophet has been justified. Thornton 
Wilder is the perfect flower of the new prosperity. He has all the virtues 
Veblen said this leisure class would demand; the air of good breeding, the 
decorwri, priestliness, glossy high finish as against intrinsic qualities, con· 
spicuous inutility, caste feeling, love of the archaic, etc." Subsequently 
in an editorial called "The Economic Interpretation of Wilder" the 
editors said that "perhaps no other literary article published in The New 
Republic has ever aroused so much controversy •••• We have received, 
and are still receiving, dozens of letters about it," mostly in protest. The 
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critics of Gold and his economic interpretation seem not to have heard of 
Veblen, but they accepted Gold's statement of what Veblen was supposed 
to have said and attacked both of them. One critic, Carl Thurston, made 
a flank attack, however, in a manner not wilik:e Veblen's own procedure: 
"Michael Gold • . • advises American critics to study The Theory of 
the Leisure Class as a Bible. Why doesn't he do so himself? If he had ever 
properly digested Mr. Veblen's remarks on 'conspicuous waste,' he could 
never have attacked Mr. Wilder so savagely for being a poet instead of 
a preacher of revolution. The class without leisure has its own forms of 
conspicuous waste, and the habit of spitting on tulips to show the world 
that it prefers onions, is one of them. For Mr. Gold, it is transfigured, by 
its origins, into a religious rite." On December 17 The New Republic 
presented "The Final Round" and said that the controversy was hereby 
"called on account of darkness." 

In August 1931, Lewis Mumford devoted an article to Veblen in The 
Ne--..o Republic, presenting him as an authority on art. Veblen's discussion, 
in The Theory of the Leisure Class, of the canons of beauty, with par­
ticular reference to architecture, was held to be unequalled. Mumford 
called attention to the neglect of Veblen in the social sciences, saying that 
about a year previously he had examined economic and sociological 
journals to see whether anyone had added to the rather perfunctory ap­
preciations that appeared soon after Veblen's death, but could not find a 
word about him. "A sympathetic economist explained that Veblen's 
economics had been displaced by the detailed analysis of the so-called 
statistical school, and his theories were out of the current because they did 
not account for the actual prosperity that had come about under unre':"' 
stricted mass production after 1921." Francis Tyson of the University of 
Pittsburgh replied that Mumford should have gone over the files of The 
New Republic, and read in the September 4, 1929, issue, a discussion of 
Veblen's strange genius and great contributions ''by the oustanding ex­
ponent of statistical economics, Professor Wesley C. Mitchell!" 

A significant incident in the growing appreciation of Veblen was the 
conversion of John Cummings, who, when he wrote his review of The 
Theory of the Leisure Class in 1899, could not believe that Veblen's new 
art in economic writing and thinking would ever be generally accepted 
or would ever become popular with the man on the street. A letter by 
Cummings written in 1931 not only indicates that economists and the 
laity had caught up with the position that Howells had taken when the 
book was published, but it also shows how great were the differences be­
tween that position and the common-sense philosophy which prevailed 
in the nineties. "It was hard for me to accept him or his philosophy. 
It went against my grain. I was eager to find it lop-sided and unreal. 
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My review gives good evidence that I did not at the time fairly appreciate 
the contribution Veblen was making to our economic and social philosophy. 
I have often wondered how I could have been so blind. In the years since 
we have all seen the accumulating evidence of the widespread influence of 
Veblen's analysis of social and economic behaviour, as set forth in his 
Theory of the Lei.sure Cla.s.s. • • • I know that I should write a very 
different review ••• today. 

"I was a product of the gay nineties. My economic thinking was in 
conventional terms of academic training and of the classical economists 
and it was difficult off-hand for me to think at all in any other terms. With 
Veblen one really had to learn the alphabet all over again. It is difficult 
for me today to appreciate how strange his new alphabet was at that time • 
• • • Veblen was cubistic and for the time incomprehensible." Looking 
back to that time Cummings doubted "if Veblen took my review of his 
book very seriously •••• In my academic co·nventionalism I was just 
another interesting specimen for observation and analysis-and probably 
kindly commiseration. I might see the light some day. Whether I did or 
not was a matter of indifference to him. He had the poise and self­
con£dence that go with all sound scholarship. He knew he was eternally 
right, and if others did not know it, that was no affair of his. They would 
probably £nd out in time. • • • 

"And they have found out. Today if you have friends in to dinner • • • 
they will probably express their appreciation in terms of The Theory of 
the Leisure Cla.s.s, whether or not they know that they are doing so, and 
say something about the conspicuous consumption in these hard times of 
unemployment." In his review Cummings had declared that Veblen's 
propositions were those of a master of sophistical dialectics and indicated 
a bias. Now he said "there was ••• no personal equation whatever in his 
thinking •••• His scienti£c work was purely objective, which is all the 

·more extraordinary because of its purely theoretical and philosophical 
character. • • • His sweeping generalisations and deductive analyses were 
fundamentally inductions from observed facts of everyday experience." 

As the depression lengthened and grew worse, and as the government 
was being forced to resort to such measures as the Reconstruction Finance 
Corporation, in aid of £nance and large business, the pro founder meaning 
of Veblen's work was given an opportunity to express itself. One of the 
most signi£cant indications of this was an article by the ever-young John 
Dewey in the April27, 1932, issue of The New Republic, entitled "The 
Collapse of a Romance." The article was aimed at the romantic spirit of 
business and received economics, as distinguished from a matter-of-fact 
appreciation of the irrational, uncertain foundation upon which business 
rests. Business is gambling, and its postulates are insecurity and uncer-
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tainty, which it thrives on and increasingly creates, in order that more 
business may be done. Thus the prevailing breakdown is abnormal only · 
because normal insecurity has got out of hand to the extent that it cannot 
be concealed from general recognition, and the essentially romantic na­
ture of business becomes apparent to those who have open eyes. 

Although business is intrinsically a gamble in uncertainties to secure 
profit, although it is essentially a confidence game, the manufacture and 
transportation of goods are "technological operations," based on physical 
materials and energies. "The locomotive. runs on coal and steam, not on 
psychical acts of 'confidence.' " These technological operations are not 
business, whose differentiating mark is profits, but business uses them as 
instruments in a game in which the trumps are held by capital. Because of 
the wide reach of the game the insecurity of the masses eventually spells 
insecurity for the holder of the trumps. Business deliberately increases 
the uncertainty of life. Money is supposed to be a medium of exchange, 
and as such it would add to the security of existence, but it is in fact "a 
medium for controlling exchange." Hence the concentrated possession of 
money is a means of intensifying insecurity, for to control exchange means 
to stop it, "to tax it, to deflect it. To create a risk and then make a profit by 
assuming it, is a good rule-for those who control money." But the 
romance of business, which violates logic and reason, is not yet exhausted, 
for the romantic notion prevails of introducing planning into business. 
"What could be more romantic than the idea of retaining business, which 
is the process of placing wagers on uncertainties for the sake of profit, and 
at the same time introducing stability and security into it?" 

Stuart Chase, who had always praised Veblen, began his review of 
Ida Tarbell's life of Owen Young, in The Saturday Review of Literature • 
in June 1932, with the statement: "Thorstein Veblen, the greatest econo­
mist this country has produced, died in obscurity a few years ago. Day by 
day as the depression deepens, the soundness of his analysis, the awful 
import of his prophecy, becomes more apparent. It is a pity that he should 
not have been spared to witness, a faint, sardonic smile upon his lips, the 
brood of black ravens which have come to roost." Chase declared that he 
had "never forgotten" the distinction between business and industry from 
which Veblen deduced the business cycle and a general shortage of pur­
chasing power, and he wondered what Veblen would have made of 
Young, the lawyer executive of General Electric. 

The shift in the type of literary spokesman for Veblen is significant. 
The conservatism of Howells had given way to the Jeffersonian liberalism 
of Hackett, and was now giving way to a liberalism of the left, signified 
by John Chamberlain in hispopular and epoch-marking Farewell toRe­
form. In this book Chamberlain declared that Veblen died "at the crest 
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of a period of 'progress,' and at a time when· men were 'deducing' from 
the spectacle of a 'New Era' and the antics of the stock market, an eternal 
plateau of prosperity. Few there were to do him reverence at his death. 
But now he shines like a star of the first magnitude." As the state of affairs 
continued to get worse, it was not uncommon to hear it said that Veblen 
would now have had the greatest laboratory experiment of his experience 
to observe. 

In the fall of 1932 Veblen's name flashed into front-page news. In 
August the nt:wspapers of New York carried an account of a solution for 
the depression given them supposedly by Howard Scott. The New York 
HertJld Tribune, under the headline, "Io-Year Survey Points to End of 
'Price System,'" told of the work of a group known as "Technocracy," 
who had been conducting an "energy survey" of North America at 
Columbia University, under the direction of Howard Scott, consultant 
engineer, and under the auspices of the university's department of in· 
dustrial engineering and the Architects' Emergency Committee of New 
York. The article said that Steinmetz and Veblen had been members of 
the group, and it named a list of members which included, of the old 
group, Bassett Jones and Ackerman. For ten years they had been at work, 
quietly and without publicity, tracing the industrial and social develop· 
ment of the United States over a period of a hundred years, and had 
concluded that the log<abin era of business was out of date and that the 
obviously obsolescent price system must be superseded by a new order of 
technology. The social system was being forced into a revision by the 
impact of modern technology upon the price system. Technological ef. 
ficiency had so greatly increased that unemployment must also increase 

t steadily. At the same time the debt structure against the material equi~ 
ment had reached a fantastic figure, resulting in a breakdown of the 
economic structure. Bonds had been floated that would not mature for 
·hundreds of years, and interest was still being paid on debts contracted for 
equipment long out of existence. Such manreuvres as those of the Re· 
construction Finance Corporation were futile. Inflation through pumping 
additional credit into the system might seem a palliative, but in the nature 
of the case it could only aggravate the situation eventually. Such measures 
as a five-day week and low-cost housing would have the same effect. The 
group predicted 2o,ooo,ooo unemployed within two years. Scott was 
quoted as saying: "We now regard it as our social duty to do our best to 
disseminate this information in answer to the growing demands of a 
public which has realised that none of its leaders of the past is equipped 
with knowledge adequate to cope with the present dilemma." He spoke 
of expanding the group immediately to include leaders from all the 
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sciences, technical and humanistic, and he declared that price should be 
replaced by "energy determinants" as a measuring rod. · 

Immediately afterwards every corner of the land was discussing tech­
nocracy, although the expected study had not appeared. Press and radio 
gave it wide publicity. Schools of business and teachers' colleges began 
preaching about technocracy. Scott was eagerly sought to address business­
men, and his meetings were sponsored by leading captains of industry. 
His portrait appeared in Business Week, and The Nation, on the basis of 
the newspaper story, declared that "Technocracy's report is the first step 
toward a genuine revolutionary philosoehy for America." 

Although Veblen was mentioned only as a member of the old group, 
along with Steinmetz, he soon took the centre of the stage. For obvious 
reasons the newspaper story immediately suggested The Engineers and 
the Price System, and newspapers began speaking of this book as the 
basis for the philosophy of the movement. Press and magazine articles 
began to declare that "Thorstein Veblen is the theoretical founder of 
Technocracy." The publishers readvertised the book and it became a best 
seller, with an average sale of 150 copies a week. English instructors who 
had never read Mencken because he was supposed to be radical, now heard 
of Veblen. Wall Street gentlemen asked bookstore dealers to secure for 
them all of Veblen's works. One magazine account said that "Howard 
Scott is not the only person that the Technocracy furore has lifted from 
obscurity to fame. An old man named Thorstein Veblen who died in 
1929, and whose works were read previously only by the intelligentsia, 
would be astonished if he were to learn that his name· is on everyone's 
lips today." 

In fact, Veblen began to receive too much attention. The technocrats irf 
some cases declared that they had nothing to do with Veblen, and in 
other cases that Veblen had received his ideas from Scott. Thus Harold 
Rugg of Teachers College of Columbia University, who was one of the 
group, after calling Veblen one of the most distinguished American stu~ 
dents of the social sciences, declared in his The Great Technology that the 
articles making up The Engineers and the Price System were influenced 
by Scott. The pamphlet on technocracy, published by the technocrats, even 
contained a special two-page note on the matter of priority. "There has 
been much discussion," it said, "concerning the origin of the body of 
ideas for which the term Technocracy now stands. Speculation concerning 
this point has focused attention upon the work of Thorstein Veblen as 
the source of inspiration, with particular reference to The Engineers and 
the Price System, as the animating force. Such conclusions are quite con­
trary to the facts." Veblen's book was written after contact with Scott, 
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and moreover Veblen "indulges in extrapolations that ~e at wide variance 
with the work accomplished by Technocracy." Although Scott's published 
statements are of a later date than those of Veblen there is no question as 
to "the complete independence of the two men and their theories. • • • 
You cannot state Scott's theory in terms of Veblenian formulations, nor 
can you express Veblen's economic theory in terms of Scott's theory of 
energy determinants.'! It was admitted, however, that the discussions of 
the two men on price and credit were practically the same. Veblen had 
come to his conclusions by hacking his way through the preconceptions of 
economic science, while Scott found his direction by way of physical science. 
But in establishing their own independence the technocrats could not 
avoid Veblen's rhetoric. "The body of ideas for which Technocracy acts 
as spokesman, is seemingly foreshadowed in the recent drift of modern 
common sense, as it has gradually taken form under the impact of physical 
science and technology. Veblen was caught in that drift and he gave it 
both acceleration and direction. Scott likewise was caught in it; but being 
free of the preconceptions of economic science, he was able to turn his 
knowledge of physical science, to bear directly upon the problem of the 
physical operations of a social mechanism that had already passed under 
the dominating control of science and technology." 

There were good reasons for differentiating the two movements, for, 
as the fame of Veblen increased, the difficulties of the technocrats rose 
with it. It would have been better for them not to have mentioned Veb­
len's name. His subversive doctrines were pointed out, particularly the 
memorandum on a Soviet of Technicians, and Allen Raymond, a reporter 
on the New York Herald Tribune, caused no little trouble by a series of 

(.articles .and a book on the matter. "Shortly after the World War," he 
said, ''a group of persons led by Thorstein Veblen, economist and revolu­
tionary, sometimes called the 'bad boy' of economics, began to meet in 
·Wew York City. In those times it was considered that Veblen, a man of 
international reputation, was the leader of this group." Scott, Ackerman, 
and Jones were under the influence of Veblen. Ackerman had told the 
reporter to read The Engineers and the Price System to understand 
technocracy, and after reading it the reporter declared that it was "a 
savagely ironic attack on the management of industry by representatives 
of the owners, followed by the perfectly serious proposal that the en­
gineers who ~onstitute the 'general stafP of modern technological in­
dustry, form a Soviet, educate the public by gradually developed research 
and publicity" to understand those defects in the capitalist order which 
Veblen considered an abomination. At the proper time the engineers would 
lead the forces of labour in seizing control of the industrial processes and 
abolishing property rights in the pursuit of profit. That is, the conclusions 
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of the book are that the country would benefit by the overthrow of 
capitalism and by the establishment of control in the hands of a Soviet · 
of Technicians. The personnel of the group today, declared the reporter, 
is essentially as it was when Veblen wrote the book, and the energy 
tables which are being prepared are doubtless those called for by Veblen 
as preparatory work for the revolutionary overturn. As long as Scott 
is the prophet and leader of Technocracy, all of its conclusions as well as 
its data are open to suspicion. 3 

It began to be generally asked whetl;ler Scott's group was preparing 
seriously for their Revolution of the Engineers and whether it dared to 
follow Veblen's lead. Even The Nation took this question seriously and 
proposed that technocracy submit its plans and claims to a committee it 
had chosen of scientists and economists. In January 1933, in an open letter 
to Scott, TheN ation declared, however, that "Technocracy has performed 
a genuine service by focusing public interest on the two central problems 
of capitalist society-machines and money. Unless the present system can 
give the people jobs and the means to buy the essentials of life, it is headed 
for drastic change. Your survey, more than any other economic research 
in recent American history, has captured the attention of the country. It 
has dramatised the problems involved in the displacement of men by 
machines and the inadequacy of the present system of currency and credit 
for balancing production and distribution." Learned societies and or­
ganisations set up investigating bodies. As yet the technocrats had not 
presented their detailed survey, data and plans. 

George Soule, in TheN ew Republic, asked whether the movement was 
"Good Medicine or a Bed Time Story," and concluded it was the latter. 
He told the story of what had taken place since the breakup of the group• 
in 1921. "Its centre is Howard Scott, who combines vehemence, in­
genuity, and assurance. He began to ... collect adherents back in 1921, 
when as at present there was much talk of the imminent breakdown of 
capitalism." His group then was called the Technical Alliance, and "was 
supposed to be collecting information from the strategic places in every 
industry against the day, when, as Thorstein Veblen predicted, the rule of 
the businessman would welter in the general confusion and the engineer 
would be called upon to run things in alliance with labour. But the day 
did not come, most of the adherents turned their attention to other pur­
suits. . . . With the flowering of the present qepression, part of the old 
group coagulated, attracted new members, found a refuge in the Engineer­
ing Department of Columbia University .•.• In the meantime, Scott 
had begun to use the name. Then came the publicity in newspapers and 
magazines, and the growth of a popular following." Harold Ward, a 
member of the group, in attempting to reply to Soule, presented the tenets 
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of the movement in the customary vague fashion and added, ''all of 
which, to the shoulder-shrugging erudite, will seem but an echo of Thor­
stein Veblen, whose little volume on Engineers and the Price System 
(as clearly stated recently by Frederick L. Ackerman ••• ) was written 
tU 11 resull of many long discussions wi~h Scott twelve years ago." His 
statement brought an immediate response from one who signed himself 
a "Veblenite," declaring that "hanging in the air like that, the statement 
carries with it the imputation that Veblen couldn't have written the book 
without Scott's aid and stimulus. But the distinctions between industry 
and business that give The Engineers and the Price System its basic value 
are all in Veblen's The Theory of B u.siness Enterprise,. published in 1904, 
and are, indeed, implicit in The Theory of the Leisure Class (1899). 
Veblen's amazing insight deserves better at the hands of Mr. Ward. If 
Technocracy proves to be a bubble, there is danger of Veblen being 
pricked with it-which would be a real misfortune." 

Before much of 1933 had passed, technocracy proved indeed to be a 
bubble, as anyone acquainted with the first movement might have pre­
dicted. Its popularity indicated not only the power of publicity, but also 
the depressed state of the public mind. Veblen was not pricked with it, 
however. As the result of an essentially accidental connexion, his name 
reached and held a higher position than it had ever held at any time 
during his lifetime. . 

Henry Wallace, about to become Secretary of Agriculture, said that 
Veblen "more than any other economist in his day saw the inevitability 
of many of the things that are now happening. • • • He planted many 
seeds which will inevitably have a profound effect on the future of our 

'"nation." Even Bukharin, leading theoretician of Soviet Russia, paid his 
respects to Veblen, even though he disagreed with Veblen's programme. 
In his report on "The World Crisis, U.S.S.R., and. Technology," read 

·before the Fifth All-Union Congress of Engineers and Technicians in 
1932, and published in Pravda, Bukharin discussed two solutions for the 
crisis offered by the "bourgeois ideologists." There is no reference in the 
report to technocracy. The first solution is the one suggested by a number 
of Italian, German, French, English, and American engineers and econo­
mists. Thomas Nixon Carver is mentioned as the American representative 
of the group, and is disposed of. The second solution is that suggested by 
Veblen. "The literature of the Veblenian school must be regarded as an 
interesting phenomenon. Contrary to the views of other engineers and 
economists, Veblen holds that the capitalists are parasites, and that the 
real leaders of industry are the engineers. He puts forth an original con­
cept as a guide for the future, i.e., the idea of engineerocracy, the rule of 
the engineers. • • • But even this concept could not bear any criticism 
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notwithstanding the fact that it stands apart from the usually suggested 
remedies. For is it possible in reality that the capitalist should call upon the 
chief-engineer and tell him: 'I'll go to the Sahara Desert for an airing 
in accordance with the medicine prescribed by Krzhizhanovsky [a lead­
ing Soviet engineer and chairman of the State Planning Commission]'? 
He would not go there voluntarily even for the sake of pleasing the 
engineer. He must be overthrown. But even an American engineer (if 
he dared to make such an attempt) could not overthrow capitalism with­
out the leadership of. the working class .. Hence, the first prerequisite: a 
united front between the engineers and the working class. [The engineer] 
may attempt to betray the worker, but when the latter reaches the stage 
of development when he is capable of overthrowing the capitalistic sys­
tem, not even the most expert technician will be able to deceive him. 
Therefore, the way out lies not in engineerocracy but in the dictatorship 
of the proletariat." 

In the January 1933 issue of The World Tomo"ow, McAlister Cole­
man, writing under the title "Veblen Comes Back," said that Veblen's 
books were verboten in socialist libraries because Veblen had pointed out 
over twenty-five years before that the Social Democratic party in Ger­
many was a party not of revolution but of reform, and was destined to 
become innocuous. The subsequent course of events in the party, said 
Coleman, has justified Veblen's prediction. In reference to the fact that 
a biography of Veblen was being written, he said in conclusion that "there 
could be no more appropriate time than this for the telling of the life 
story of a man who wrote so penetrating a biography pf th·e entire capitalist 
system and incidentally did so much to write its eventual obituary." 

With the declaring of the national bank holiday in March 1933; Veb-• 
len's prediction in The Engineers and the Price System and in Absentee 
Ownership also seemed to be justified. Imperial Germany seemed to 
have foretold the fortune of Germany and other European nations in 
every important detail: the breakdown of the Social Democratic party in 
Germany, the sweep of Hitlerism, the collapse of the treaty and of the 
covenant of the League of Nations, European debt defaults de jure. 
Japan seemed to be fitting itself to Veblen's analysis, and business enter­
prise throughout the western world was being faced with Veblen's two 
alternatives in the form of fascism and communism. His statement that 
the solution for the drift to the industrial republic was a process of increas­
ing habituation to warlike enterprise was being borne out in an ever­
increasing race in armaments, converting the entire world into an armed 
camp on a scale far greater than before the World War. 

In the United States, with the establishment of the N.R.A. and similar 
controlling bodies, Veblen's alternatives-a feudalistic regime or a radical· 
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new deal-seemed to be battling for primacy. The Senate investigation 
into modern corporation finance revealed what Veblen, as early as "Some 
Neglected Points in the Theory of Socialism," had declared to be the 
logical concomitants of modern business. What had been considered then 
the personal idiocyncrasies of Veblen were now accepted as the impersonal 
inevitabilities of modern emulative enterprise. Jerome Frank, the general 
counsel for the A.A.A., wanted to start a Veblen club in Washington. 
V1rgil Jordan, president of the National Industrial Conference Board, 
has said that Veblen's "influence upon the present economic, political, and 
social situation and upon current governmental policies has probably been 
greater than that of any other American thinker. No one can fully under­
stand what is happening today in this country without knowing something 
about Veblen and his thought." 

The influence of the rhetoric of Absentee Ownership was vividly il­
lustrated at the 1933 Conference for Progressive Political Action, which 
included representatives of farm organisations, unemployed leagues, 
trade unions, radical and progressive parties, technocratic clubs, teacher 
and student organisations. According to an account in The New Repuhlic, 
headed "A New Radical Party," Thomas R. Amlie, Norwegian-American 
of Wisconsin, former member of Congress, and product of the La 
Follette School of practical politics, solidified and electrified the delegates 
by an analysis of the economic debacle which was "Marxian without being 
obscure or doctrinaire." His central point was a proposed twenty-second 
amendment to the American Constitution, providing that "the absentee 
ownership of any industrially useful article by any person or persons not 
habitually employed in the industrial use thereof, is hereby disallowed 
·within the United States." All laws in conflict are "hereby declared in­
operative." Congress is to set up machinery for "the administration of 
said property in which absentee ownership has been cancelled for the 
common welfare of the people of the United States." The amendment, 
said Amlie, would not disturb any person's possession of his home, per­
sonal effects, or farm if worked by himself. "It would leave to be sci­
entifically administered the natural resources and productive machinery 
of the nation for the benefit of all the people, by gearing productive 
capacity to consumptive capacity, and would result in a universal standard 
of living such as is now only en joyed by the rich." 

As 1933 closed, Ernest Sutherland Bates, in a biographical sketch in 
Scribner's, could say of Veblen, "a lone wolf, with all the pack against 
him, he had one powerful ally, Time," which has finally justified him. 
"Could he now observe his posthumous renown it is safe to say that he 
would regard it with his wonted irony." All his contemporaries are for-



AND HIS AMERICA 

gotten, and "out of an entire generation of political and economic think­
ers, he alone produced a body of thought that lives on." 

In I934 there was a veritable deluge of popular books in which Veblen 
was given a prominent place. Mumford, in his Technics and Civilisation, 
acknowledged his debt to Veblen, along with Geddes and Branford, and 
James Rorty dedicated to Veblen his book on advertising. Critics of 
Stuart Chase's The Economy of Abundance asked what it contained out­
side of Veblen. More than one reviewer of Matthew Josephson's Robber 
Barons declared that its foundations were in Veblen. 

Veblenism was heard even within the sacred precincts of the United 
States Senate. When Rexford Guy Tugwell was being quizzed by ·a 
senatorial committee as to his fitness to become Under Secretary of Agri­
culture, he was asked to explain the meaning of the phrase "anthropo­
morphic sequence in human existence," which had appeared in one of his 
articles. The inquisitors suspected that it had something to do with de­
stroying the established law and order, and with Tugwell's declaration 
that the "anthropomorphic interpretation of events" was very plain, 
they understood no more than they had before. They would have been 
more enlightened, although, perhaps, no less disturbed, if they had gone 
to the fountain head of the idea in Veblen's discussion in-The Theory of 
~he Leisure Class of the devout observances that make up modern capital­
Ism. 

John Chamberlain, in his daily review column in The New York 
Times, made frequent reference to Veblen and used him as a baseline for 
criticism. In I934 Laughlin died, and according to an account in The 
Journal of Political Economy, his outstanding intellectual achievement 
was that he had brought Veblen to Chicago. Members of the law schoof 
faculty of Yale University organised a movement to raise funds for 
a portrait of one of Yale's most distinguished alumni. Those who saw 
only irony in this belated honour overlooked the fact that Veblen's quiz­
zical expression was no less imperturbable in a portrait hanging in one 
of Yale's Gothic structures than it had been when Veblen as a student 
walked unnoticed through Yale's complacent quadrangles. 

Between February I, I930, and September I, I934, approximately 
5000 copies of Veblen's books were sold. The Engineers and the Price Sys­
tem accounts for over half of this number, and The Place of Science in 
Modern Civilisation was second. The Theory of the Leisure Class came 
third, with fewer than 500 copies, but it is this that seems destined to re­
main Veblen's most popular book. In September, I934, it was issued in a 
cheap edition by Modern Library, with an introduction by Stuart Chase. 

In the same month appeared a collection entitled Essays in our Chang-
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ing Order, which contained almost all of Veblen's important papers not 
hitherto collected. The variety is greater than in The Place of Science, 
but as in that volume every essay and editorial it contains, with the single 
exception of "Kant's Critique of Judgment," is built around Veblen's 
fundamental contrast. His basic thesis is the same, whether his subject, 
be "'The Overproduction Fallacy,', or "The Economic Theory of 
Woman's Dress," whether it be "Between Bolshevism and War" or 
"Economic Theory in the Calculable Future." Veblen's essays, like his 
books, are different means of expressing the same argument, rather than 
different fields of inquiry. Change and development there were in 
Veblen's ideas, but his guide lines remained always those of a sophisti­
cated, sceptical, Norwegian agrarian thrown into contact with the im­
personal calculus of the credit economy as it took form in modern cor-
poration finance. · . 

Another cycle in Veblen's life history is now in the making, and the 
question as to the exact nature of his influence remains still to be an­
swered. Edgar Lee Masters' statement that Veblen "certainly set up an 
ironic shout and shot the system with fireworks" might well be accepted 
by many of Veblen's followers, but the nature of the shout is so alien 
and so involuted, its overtones are so misleading, that men of widely con­
flicting views claim equally the authority of Veblen. Has his thinking 
actually become so assimilated in prevailing common sense that, as one 
scholar has said, "there would be no point in republishing The Theory 
of the Leisure Class,, or is he so far ahead of his time that the best of 
the economists, as another scholar has· declared, are only beginning to 
catch up with him? Is the vital and profound meaning of The Theory of 
'the Leisure Class taking precedence of its satirical appearance? The 
answers rest with the future .. 
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