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[I always need to say at the beginning that I have a speech defect.  I want you to be comfortable about it, so I admit it.  Don’t worry: if I stutter I am not going to explode or break down in tears!  If you can’t stand it, you can run screaming from the hall, Sweden is a blessedly free country.]
I want you to hear about the four volumes I am writing on “The Bourgeois Era.”  The first, published in 2006, is called The Bourgeois Virtues: Ethics for an Age of Commerce.  I recommend it to you when you deal with business ethics.  In fact, I recommend it to you whatever do.  It makes a lovely Christmas present.
Volume 2, published last November, is my main text today—Bourgeois Dignity: Why Economics Can’t Explain the Modern World.  It, too, makes a lovely gift.
1.) Here is a fact from Volume 2 that every student of organizations—or of anything else!—ought to know.  It is the Great Fact: that average real income per head in the world has increased since 1800 by a factor of ten. 
 And in the parts that have caught on to the British example, such as Norway and Taiwan and now even China and India the eventual factor of increase is more like 20 or 30, 1900 percent or 2900 percent over the $3 a day of 1800.  
Making proper allowances for the products unimagined in 1800, such as antibiotics and jet planes, the factor is more like 100 times more goods and services.  That’s not merely 100 percent, understand; it’s 9,900 percent.  The poor in such countries have benefited still more, moving from misery to comfort, and from ignorance to a shot at a fully human life.  
Further, such increases are utterly unprecedented.  The hockey stick.  $3 a day worldwide to about $30 a day, with the land of my ancestors, Norway, in the lead at $137 a day.
Don’t worry about the numbers.  There is not going to be a quiz.  I just want you you to feel how astonishing the Great Fact is, and how important.  
I do not see any descendants of the royals of the world here.  Pretty much all peasants, right?  How many people here had peasant or working class great-great-grandparents?  Look at us now.

2.) How then did we get to the modern world?  What is evident from its sheer size is that routine management could not have caused it.  Neither the visible nor the invisible hand of routinely taking opportunities could.  
The sort of economic logic of attainment of equilibrium is a non-starter.  Economists, you know, are very fond of saying that efficiency is achieved by equalizing marginal benefit and marginal cost.  Anti-economists are fond of saying instead that habit rules.  
Both have to wrong in the face of the Great Fact.
Here’s the problem. You can think of the British economy in 1800 as having the ability to produce per capita, say, Goods and Services in these amounts.  Watch carefully or you’ll miss it!  (Draw a tiny PPP.)  Notice how little it is.  A pathetic little menu of opportunities! 
That is the scope for bureaucratic or rational or economic organizing.  You can shift from Services to Goods and back.  You can develop rules, or apply econometrics, or let the market work—but all you are going get are little, teensy weensy increases in human welfare.
 Now, let’s see.  How to represent the factor of 30 or 100 since then?   Draw gigantic PPP. The whole wall!

3.) The modern world—even if we have always been modern—has to come out of creativity, real entrepreneurship. 
(I spent the first half of my career as an economist and historian claiming that entrepreneurship was unimportant for British growth.  I seemed to be condemned to spending the last half of my career in praise of entrepreneurship.  Plus 1 minus 1 = 0!   
About 1990 I realized that entrepreneurship can’t be taught, though many of us do teach it.  That is, I realized that there cannot be formulas for real creativity, in business no less than in painting or music or science.  I wrote a book with a little joke as a title, what I call The American Question: If You’re So Smart . . . why aren’t you rich?  If we knew how to teach entrepreneurship, we would do it, wouldn’t we?  
We know how to crush entrepreneurship: many countries, such as Iran now and England in 1600, have had a great record in doing it.  But we don’t know mechanically how to achieve entrepreneurial success.  We can study it after the event, and achieve a certain wisdom—the chief wisdom being that it’s seldom obvious what the road to innovation is.  Like improvisation in jazz, if there was a formula it wouldn’t be improvisation.
 Starbucks example.
4.) Then I realized, around 2008, that entrepreneurship, as unpredictable though it is, is the main story of the modern world.  
It doesn’t mean that we are wrong as teachers in business schools to teach the routine.  Our students have to know that assets minus liabilities is net wealth, or that newspaper advertising is no longer a good bet, or that you shouldn’t try to allocate fixed costs.  We are not cheating the students by bringing them up to the normal speed.  In jazz you have to have routine skills—the more the better—to be a Charlie Parker.  But it’s not sufficient.
The implication of the Great Fact and the creativity of entrepreneurship is that routine reshuffling can’t explain the modern world.  For example, 
accumulation of capital can’t do it, for two reasons:
1.) An economist can tell you that the return on K could be driven down to zero in a generation in a country like Sweden if there was no innovation.
2.) A historian could tell you that capital accumulation is ancient.
That’s why the word “capitalism” is such a poor one.  It fools us into thinking with Smith and Marx and most modern economists that K accumulation must be the heart of the matter and must be new.  Neither is true.
So for example foreign trade could not be the cause.  European trade was dwarfed by that of the Indian Ocean until the 19th century.  Trade is shuffling.  Fortunes can be made, but only at the edges.
And therefore slavery cannot have been the cause.  Slavery was too common, even in the brutal form that sugar cultivation demanded.  And its profits, which were largely earned in Africa itself, were too small to cause much of anything.

The Industrial Revolution and the modern world was caused by innovation.  New ways of doing things.  Look around this hall.  Saw mills from steam and then electricity, mass production of varnishes, carpet, cheap steel, microphones.

5.) Where did the innovation come from?  Notice that the causes have to be (1.) capable of causing real creativity and (2.) unique for a while to northwestern Europe.
I say it was a change in rhetoric, a change in ideology, a change in the way people talked and thought about commerce and invention.  It’s the subject of volume 3, which will come out in a couple of years.
We’re accustomed to thinking of ideas as results of material causes.  In that sense we are all Marxists.  We look at people as though they were insects, from the outside.
But I don’t think you can get all the way by staying outside.  My dear friend Professor Czarniawska, who started life as a psychologist, says that is unethical to get inside people’s heads.   I can see what she means.  But I don’t think we can do the whole job in thinking about the economy or management or the origins of the modern world without knowing meaning.   
“Honest” as example.  The word comes from Latin honos, honoris, meaning “honor.”
In English our bourgeois word “honest,” surprisingly, once meant not mainly “committed to telling the truth” but mainly “noble, aristocratic,” or sometimes “dignified,” in a society in which only the noble were truly dignified.  After all, what true aristocrat would bother to care about mere propositional truth, when style, gesture, heroism, dignity, and social position are the life of man?  
Honestus in classical Latin never meant truth telling or keeping ones word.  For those concepts, uninteresting in a society obsessed with honor and nobility, the Romans used the word sincerus (“pure”).  In the late Roman Empire the honestiores were the people who mattered— not because they made a habit of the truth but because they were rich and honorable.  In 1430 an English lady—the word indicated high social standing—asked for a loan to pay for “honest [i.e. dignified and suitable to her rank] bedding, without which mine husband’s honesty and mine may not be saved.”
The modern and secondary meaning of “truth telling and keeping ones word, whether or not of high social rank” does occur in English as early as 1400.  But the meaning of “honorable by social standing” is lively until the eighteenth century.  In Shakespeare’s time a phrase like "honest, honest Iago" mainly meant, with a certain coy ambiguity, that the lying Iago in Othello, a soldier by profession, was "honorable, noble, warlike, aristocratic."[footnoteRef:1]   [1:   For a fuller discussion of “honest” in the play see McCloskey 2006, pp. 294-295; and Empson 1951 (1989), p. 218.] 

By 1749 they have nothing to do, as they once did, with honorableness in the aristocrat’s sense.  In Johnson’s Dictionary (1755) the senses of “honest” are (1.) upright, true, sincere, (2.) chaste, (3.) just, righteous, giving every man his due.  
In Adam Smith’s two published books, of 1759 and 1776 in their first editions, “honest” means “upright” or “sincere” or “truth-telling,” never “aristocratic.”  Even a poor man, he argues in The Theory of Moral Sentiments, is constrained not to steal by “the man within”: “there is no commonly honest man who does not more dread the inward disgrace.”[footnoteRef:2]  “Commonly honest” would be in Shakespeare a contradiction in terms, and “honest but poor” an absurdity.   [2:   Smith, Theory of Moral Sentiments 1759, III.3.6.  The passage is reproduced in subsequent editions.] 

*        *         *        *
6.) And the shift from “honorable, aristocratic” to “truth-telling, ” was not merely English.  It occurs in all the commercial languages of Europe, with the suggestive exception of Spanish and perhaps the Slavic languages. 
In most Romance languages, including English looked at from the upper classes, the honesty-word once also meant the same honorable thing—and nothing like mere telling the truth or paying your debts.  In English, French, Italian, Spanish, and so forth the word is derived from Latin honestus, from honos, “honor, high rank.”  Thus in the first book of Castiglione’s The Book of the Courtier, written after 1508 and published in 1528, words or compounds of onesto occur in the Italian eight times, and always mean gentlemanly “honorable” or, in the case of women, “chaste.”[footnoteRef:3]  Never “truth-telling” or even simply “honorable” in a modern meaning that might apply to mere peasants.    [3:    The Italian text is available at www.classicitaliani.it.] 

Thus French honnête still in sixteenth- and seventeenth-century French meant what Shakespeare and Castiglione and Machiavelli meant by “honest.”  The imposer of the French legislative attitude towards bon usage, François de Malherbe (1555-1628), appealed to the linguistic standard of “honest” men, that is, a nobility or at worst a gentry worthy of honor.  He was outraged when beggars would address someone as a “noble gentleman,” since the word “gentleman” already entailed the notion of nobility, and the phrase was therefore an irritating and even insulting redundancy, in suggesting that a gentleman might not be noble.[footnoteRef:4]   [4:   As Samuel Johnson noted in Johnson (1750), p. 71.] 

In Molière’s Le Bourgeois Gentilhomme (1670), however, sixty-five years after Othello, the romantic lead, Cléonte, uses honnête in the same way that Shakespeare did, with much talk of honneur associated with it.  The idiotic bourgeois pretender to nobility, M. Jourdain, asks Cléonte if Cléonte is a gentilhomme, which meant “of gentle birth, an aristocrat” in the wide and purchasable sense of French society at the time.  The recent Oxford-Hachette labels the French gentilhomme “historical,” with only the meaning of a member of the gentry or aristocracy.  (English “gentry” is cognate in its French origin with “gentle.”)  
Madame Jourdain advises her fool of a husband, who wishes “to have an aristocrat as son-in-law,” that “your daughter would do better to have an honest [that is,  honorable] man, rich and well-favored [un honnête homme riche et bien fait] than a beggarly and poorly built aristocrat” (gentilhomme).  In the big Hachette-Oxford nowadays both honnête homme and honnête femme are labeled obsolete.  Honnête itself is translated as “honest, decent, fair.”

A big 1987 dictionary of Italian notes that the root of onesto is Latin honestus, but does not trouble to mention its obsolete Latin and olden Italian meaning, “noble.”[footnoteRef:5]  The first four meanings given are in English translation 1. unwilling to violate moral law, 2. conforming to the moral law, 3. pure, 4. just—all of which are modern English “honest”; with two more: “[rarely] dignified,” and “[obsolete] handsome.”  The entry does not mention nobile, aristicratico, signorile, English “noble” in the social class sense, or onorevole, venerando, onorato, English “honorable” in the aristocratic sense—“honorable” and onorato both meaning literally “able to be honored,” that is, taken for a literal aristocrat.  In the Concise Cambridge Italian Dictionary 1975 onesto does come late in the list of Italian words for “honorable,” though then in the modern sense, namely, “honest,” not in the original sense of “having aristocratic honor, that is,  high rank justified by noble blood or by military or other noble deeds.” [5:    Il Nuovo Zingarelli 1987, art. onesto, p. 1275.  ] 

Thus English and the commerce-drenched Romance languages from 1600 to the present embody the shift from honestus meaning “aristocratic” to merely bourgeois “reliable.”  
6.) What is most surprising, however, and confirming a deeper significance, is that the identical shift occurs in non-English Germanic languages.  That is, in the Germanic languages during Shakespeare’s or Molière’s time the same honor-code meaning of “honest” is attached to an honesty = honor-word, though arising from an entirely different root than the Latin—in Dutch for example eer, aristocratic (and cognates in all the Germanic languages from Sweden to Austria).  Though from a different root, that is, it comes to have the identical modern history as “honest” in the Latin-derived word of English, French, and Italian.  Both Romance and Germanic languages start at the same aristocratic place in their expressions of honor in, say, 1500, and end by 1800 in a different and bourgeois place.  
The word persists in dead metaphors remembering hierarchy.   Using it as a noun, the Dutch say de eer aandoen om, “to do [me] the honor of.”  Or an old-fashioned German politely answering the telephone will say, mit wem habe ich die Ehre zu spreken?—“with whom do I have the honor to speak?”
But in Dutch and in German the addition of –lijk/-lich (-like) yielded an eerlijk/ehrlich that comes to mean simply “honest,“ like the modern English commendation of the truth-telling necessary for a society of merchants.  Thus too Danish and Norwegian aer, honor, parallels aerlig, honest.  
The surprising fact is that both the Germanic languages and the commercial daughters of Latin developed from their respective root words meaning “aristocratic, worthy of honor” a new word appropriate to an increasingly bourgeois society meaning instead “truth telling, worthy of trust.”  That is to say, in the late seventeenth and early eighteenth centuries in both families of languages the primary and older and Iago-ite meaning of “noble, aristocratic, worthy of being honored,” fades, leaving mainly our modern notion of “that deals uprightly in speech and act. . . that will not lie cheat or steal.”  
The honest/honor split is not sharp in Spanish, as one might expect in a society obsessed with honor in an old-fashioned sense.  Honesto in Spanish to this day does not mean “honest = truth-telling” but “chaste, modest, decent.”  
You can help me here by telling me about the word in your own language.  

In case, it was language and ideas, not interests and matter, that caused the modern world.	
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