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The Argument in Brief:

How a Change in Talk Made the Modern World

Once upon a time a great change occurred, unique for a while to Europe, especially after 1600 in the lands crowding the North Sea, and most especially in Holland and then in Britain.  The change had been foreshadowed in northern Italy and in the Hansa towns, and was tried out a bit in other places and times, such as perhaps 2nd century B.C.E. Carthage or to a limited degree in 18th century C.E. Osaka.  But after Britain and after the 18th century the change persisted and spread.  The change was the coming of a business-dominated civilization.  In a word, much of the elite and then much of the non-elite of northwestern Europe became “bourgeois.”  So later did much of the world.  Not everyone, and there’s the rub.

A hard coming we had of it.  Yet the hardness was not material.  It was ideological and rhetorical.  What made the modern world, as many economic historians are realizing, was not trade or empire or the exploitation of the periphery.  These were exactly peripheral.  Anyway imperialism had been routine, in the Athenian Empire or the Abbasid Empire or the Moghul Empire or the Spanish Empire.  Yet the empires did not make a modern world.  Nor was a class struggle the modern-maker, though Marx and Engels were wise to emphasize the leading role of the bourgeoisie.  Recent historians, especially when they are not Marxists, have come to see the class struggle as precisely not the history of all hitherto existing societies.  But neither did a business-dominated civilization come from any of the splendid engines of conventional and bourgeois economics, limited in horsepower, such as the division of labor or increasing returns or the downward march of transaction costs or the Malthusian pressures on behavior.  Neither Marx nor Samuelson, one might say, but Adam Smith.

What made the modern world was, proximally, innovations in machines and organizations, especially those of the 18th century and after, such as the spinning jenny and the insurance company, and innovations in politics and society, such as the American constitution and the British middle class.  But only proximally.  The innovations came to some small degree from such material causes as education and the division of labor and even the beloved of “growth theorists” in economics nowadays, “economies of scale,” a renaming of the proposition that nothing succeeds like success.  But the innovations of the 18th and 19th centuries in Europe and its offshoots, I am claiming, arose mainly and ultimately from a change in what the blessed Adam Smith called "moral sentiments."  That is, they came out of a change, mainly and ultimately, in the rhetoric of the economy.  

“Rhetoric,” understand, is not here defined as “lying speech” or “mere bloviation.”  That’s the newspaper definition, true.  But like “anarchism” and “feminism” the word “rhetoric” has an older, exact, honored, and non-newspaper definition.  When Smith in 1748 taught “rhetoric and belles lettres” to Scottish adolescent boys he was not sneering at the R word, as his descendents have tended to do.  “Rhetoric” was defined anciently by Aristotle among others as the available means of non-violent persuasion.  It underlies all democracies, from 5th-century Syracuse to the present.  It’s what we have for persuading ourselves and persuading others how we should do things, short of acting on impulse or, what is the same thing, our utility functions, or reaching for our guns.  It’s reflection.  A stagnant, slave owning, or centrally socialized society doesn’t need it, since the issues have already been settled.  But a society of free inquiry uses rhetoric in its politics and its science, whether or not the very word is honored.  As the literary critic the late Wayne Booth expressed it, rhetoric is “the art of probing what men believe they ought to believe,” “the art of discovering good reasons, finding what really warrants assent, because any reasonable person ought to be persuaded,” the “art of discovering warrantable beliefs and improving those beliefs in shared discourse.”
  Or as the French political theorist Bernard Manin put it, “between the rational object of universal agreement and the arbitrary lies the domain of the reasonable and the justifiable, that is, the domain of propositions that are likely to convince, by means of arguments whose conclusion is not incontestable, the greater part of an audience made up of all the citizens.”

In Holland and then in Britain 1600-1776 the rhetoric about markets, innovation, and the bourgeois life sharply changed.  It’s no accident---indeed, it was one of the causes of the rhetorical change---that in those countries an audience made up of citizens (though not by any means “all” the available ears) began to matter in politics.  The shared discourse was revolutionized.  What was thought reasonable and justifiable shifted.  The virtue of prudence rose greatly in prestige, as compared with the formerly most-honored virtues of faith and courage.  As the philosopher Charles Taylor put it in 1989, what came to “command our awe, respect, or admiration,” what I called later the “transcendent,” was not the virtues of saints or soldiers but “an affirmation of ordinary life.”
  True, saintliness and soldiery continued to be admired, causing what Taylor describes as “a tension between the affirmation of ordinary life, to which we moderns are strongly drawn, and some of the most important [and old] moral distinctions.”
  By the time Smith wrote An Inquiry into the Nature and Causes of the Wealth of Nations the normal rhetoric of politics was bourgeois in character rather than holy or heroic.  Some guns, actually, pushed the change along, such as the Dutch Revolt against Spain and the English Civil War against itself and the settlement of 1689.  But the rhetorical change was largely cultural in its causes.  Taylor attributes it to the Reformation, though I would locate it later, in 17th-century ruminations about the economy.
  It was a probing, as the hierarchies broke down, of what people believed they ought to believe about ordinary life.  It changed the way influential people offered warrantable beliefs to each other about imports of cotton textiles or the dignity of merchants.  

And the rhetorical change was a necessity, a not-to-be-done-without, of the first industrial revolution, and of its astounding continuation in the 19th and 20th centuries.  Had it not happened, modern economic growth would have been throttled in its cradle, as it had been repeatedly since the caves, and as it would have been even in France, anti-bourgeois as its elite was until late in the 18th century, without the nearby examples of Holland and then of England and Scotland.  

The rhetorical change, I say, was not entirely autonomous.  Those guns.  Trade, internal and external.  Sheer rising numbers of bourgeois.  But the rhetorical change was not a mere superstructure atop such material bases.  Values are not only a reflection of material interests.  They change on their own, too.  The mere idea of a free press, if permitted, will lead eventually to independent newspapers and the proliferation of political pamphlets and self-improvement books.  The mere idea of a high-pressure steam engine with separate condenser, if permitted, will lead eventually to the mere idea of a steamship and a steam locomotive.  The mere idea of the Newtonian calculation of forces, if permitted, will lead eventually to the mere idea of methodical calculations of flows of water for the improvement of Bristol’s port.
  The permission was granted by the quasi-free institutions of Holland and England and Scotland.  “There is a mighty light,” wrote the Earl of Shaftsbury to a Dutch friend in 1706, “which spreads itself over the world especially in those two free nations of England and Holland, on whom the affairs of Europe now turn.”
  What made the light ceaseless, though, was the unique change in language, a new way of talking about profit and business and invention and calculation and the bourgeoisie.  The mere idea of honor to be had in trade, in profit, and in devising  machines, when permitted, led eventually to the modern world.

The economic historian Joel Mokyr has called it the “industrial Enlightenment,” a third project of the French philosophes and the Scottish improvers.
  Roy Porter speaks of the question “How can I be saved?” yielding to the question, “How can I be happy?”
 The questions changed, and so did the answers, beliefs, and behaviors.  ”The displacement of Calvinism,” writes Porter about the stance that still in 1706 had within living memory held power among the Dutch, English, and Scots, “by a confidence in cosmic benevolism blessed the pursuit of happiness, and to this end Britons set about exploiting a commercial society. . . .  Human nature was not flawed by the Fall; desire was desirable.”
  Benjamin Franklin, that child of Puritans, later exclaimed, “’tis surprising to me that men who call themselves Christians . . . should say that a God of infinite perfections would make anything our duty that has not a natural tendency to our happiness.”
   Natural rights---the right to life, liberty, and the pursuit of happiness, to coin a phrase---replaced God’s or Nature’s Law.
  Negotiated rights replaced born laws.  To put it in a very old-fashioned but still useful vocabulary, devised in 1861 by Henry Maine, the northwest of Europe, and Britain in particular, changed from a society of status to a society of contract.
  Hierarchy gave way to self-creation.  Honest invention and hopeful revolution came to be spoken of as honorable, as they had never been spoken of before.  And the seven principal virtues of pagan and Christian Europe were recycled as bourgeois.  The wave of gadgets, material and political, in short, came out of a bourgeois ethical and rhetorical tsunami around 1700 in the North Sea.
That’s the argument.
A Preliminary Showing that Ethical Ideas and Their Rhetoric Mattered

To say it in a little more detail: 

In Dante’s time a market was viewed as an occasion for sin.  Holiness in 1300 was earned by prayers and charitable works, not by buying low and selling high.  As the holier-than-thou Albigensians in southern France put it, the unusually holy were the “poor of the faith,” that is, rich people like St. Francis of Assisi who chose poverty.
  And still in Shakespeare's time a claim of "virtue" for working in a market was spoken of as flatly ridiculous.  “Let me have no lying,” says the rogue Autolycus in The Winter’s Tale.  “It becomes none but a merchant.”
  A secular gentleman earned virtue by nobility, not by bargaining.  He was “a soldier,/ Full of strange oaths and bearded like the pard,/Jealous in honor, sudden and quick in quarrel,/ Seeking the bubble reputation/ Even in the cannon's mouth.”  The very name of “gentleman” in Elizabeth’s time meant someone who attended the Cadiz Raid or Hampton Court, engaging in nothing so demeaning as actual work.

But from 1300 to 1600 in northern Italy and the Low Countries and the Hansa towns, and then more broadly and decisively down to 1776 in Britain, and still more broadly down to 1848 everywhere in northwestern Europe and its offshoots, something changed in elite talk.  In England the change in the rhetoric of the economy happened during a concentrated and startling period 1600 to 1776, or even more concentrated and even more startling 1689-1720.  Capitalism and bourgeois work came to be spoken of as virtuous.  In some ways—though not all—capitalism and bourgeois work came to be virtuous in fact.  

By the very end, by 1848, notoriously, in Holland and England and America and imitators of the northwestern Europeans, a businessperson was routinely said to be good, and good for us.  Capitalism, from its precursors in the northern Italian city states around 1300 to the first modern bourgeois society on a large scale in Holland around 1600 to a pro-bourgeois ethical and political rhetoric in Britain around 1776 to a world-making rhetoric around 1848, grew for the first time in history at the level of big states and empires to be acceptable, even honorable, even virtuous.  

The mid-Victorian moralist Samuel Smiles, much scorned by people who have never read him, praised in the final chapter of Self Help (1859) “The True Gentleman.”  But the way Smiles mixes aristocratic and Christian/democratic and bourgeois notions of gentlemanliness is historically speaking mistaken.  The word "gentle" itself changed in meaning, 1600-1859.  Smiles' modern assertion on the last page of his book that "Gentleness is indeed the best test of gentlemanliness" may serve us well for now, originating in the crazy notions of 17th-century Levellers or John Ball’s mad talk in 1381 that birth should not matter.  But it has nothing to do with the self-confident society of sneering rank and birth that Shakespeare praised.  Until the rhetoric started changing in earnest around 1700 English people thought it was absurd to claim, as Smiles did, that gentlemanliness "may exhibit itself under the hodden grey of the peasant as well as under the lace coat of the noble."
  Smiles’ "hodden grey" is of course a silent quotation from Burns' radical poem of 1795, "A Man's a Man for a' That":

What though on hamely fare we dine, 
Wear hoddin grey, an' a that; 
Gie fools their silks, and knaves their wine; 
A Man's a Man for a' that.  

But Burns’ is modern, democratic talk, the talk of the marketplace, where a poor man’s penny is as good as that of yon birkie ca’d a lord.  The change in the rhetoric, the honoring of people who owned no title and merely tended to the business of ordinary life, the shift to a business-dominated civilization—which came before most of the material and political changes it gave rise to—was historically unique.  It was a change in ethics, that is, a change in earnest talk about the good life.

The aristocratic or Christian or Muslim or Confucian elites had contempt for business, and taxed it or regulated it, keeping it within proper bounds.  And indeed small societies dominated by business could rather easily set bounds on themselves, by arranging for a local monopoly.  Deventer, a Hansa town in the Netherlands in 1500, was strictly bounded by protection for existing trades.  You could not innovate in producing books there without permission from the guild of publishers.  England in 1600, a big society by that standard, still affixed chains on enterprise, under a theory that a trade was zero sum.  Many believed that “to add more persons to be Merchant Adventurers is to put more sheep into one and the same pasture which is to serve them all.”
  But a society as large as Britain in the 18th century, buttressed by the change in rhetoric around 1700, could develop enough material and intellectual interests in free trade to unbind Prometheus.
  A balance of interests against passions, in other words, is not merely a modern liberal fancy.  Interests grew up that had a stake in free markets.  When the new rhetoric gave license for new businesses, the businesses enriched enough people to create vested interests for carrying on, making in the end the unprecedentedly rich societies of Europe and the world.  The interests of a business civilization overbalanced the interests of traditional aristocrats, peasants, clergy, and local monopolies, sufficiently. 

 It was a close call, because rhetoric matters, I say again, and rhetoric is not merely determined by the material base.  So at least has been assumed in the numerous attempts, often successful, to control speech, such as Cato the Censor in Rome or theatre censorship in England or the U.S. Post Office Inspectorate in the United States or trips to the Gulag in the Soviet Union.  Adam Smith’s rhetoric, for example, mattered.  Without him the ideology of capitalism would have developed in different ways, if at all.  He himself wrote eloquently in 1776 against the notion that only material interests matter.  Slowly his own eloquence itself came to matter.  He would not have wasted his breath had he thought ideas were mere reflexes of the interests, as some vulgar Marxists of the left and the right still believe.  Thus the great economist, George Stigler (1911-1991), as for example in The Economist as Preacher (1982): “We live in a world that is full of mistaken policies, but they are not mistaken for their followers. . . .  Individuals always know their true self-interest. . . .  Each sector of the public will therefore demand services from intellectuals favorable to the interests of that sector” (pp.10, 60).  The argument is similar to Antonio Gramsci’s on the role of the intellectual,: “every social group. . . creates together with itself, organically, one or more strata of intellectuals” (Gramsci 1932, in Forgacs, ed., p. 301).  But Gramsci was much less of a historical materialist than was Stigler.  With Lenin, he believed in a role for rhetoric and the Party, and was opposed to an “economism” such as Stigler advocated, the notion that Interests will always out.

Smith knew the Interests, and spent much of his book of 1776 railing against them.  But he also knew the force of raillery.  "To found a great empire for the sole purpose of raising up a people of customers, may at first sight appear,” he wrote, for example, “a project fit only for a nation of shopkeepers.  It is, however, a project altogether unfit for a nation of shopkeepers, but extremely fit for a nation whose government is influenced by shopkeepers."
  A government influenced by shopkeepers was the Deventer and the Merchant Adventurer’s case.  Repeatedly since then the shopkeepers and corporations have attempted to re-impose mercantilism, using their influence on the state to protect American sugar growers (and thus killing innovation in the use of sugar for auto fuel) or to extend the copyright on Mickey Mouse (and thus killing innovation in the use of images) or worse, sometimes much worse.  We must, as Smith said and did, marshal our rhetoric against ”the clamorous importunity of partial interest.”

But the greater danger in modern times has been the re-imposition of neo-aristocratic or neo-Christian notions of the proper place of business.  The aristocracy or the country club favors nationalist schemes to subsidize military power and to reinvent traditional aristocracy in the name of King and Country.  The progressive Christians or the clerisy favors socialist schemes to protect members of the Party and to enrich selected trade unions in the name of the wretched of the earth.  Again it was a close call, and the rhetoric mattered.  The European Civil War 1914-1989 showed how high-minded theories of nationalists or socialists or national socialists could kill off freedom and prosperity.  If you still doubt that such ideas mattered, consider the importance in the history, sometimes, of individual actors.  No Lenin, with his pen, no October 1917.  No Hitler, with his voice, no January 1933.

The present book claims that the rhetorical and ethical change caused modern economic growth, which at length freed us from ageless poverty.  Modern economic growth did not, contrary to the anti-bourgeois rhetoric of the clerisy since 1848, and contrary to an older line of aristocratic and religious criticism of business-dominated civilization, corrupt our souls.  The rhetorical and ethical change, I repeat, was necessary for the First Industrial Revolution.  We need now to guard its fruits against cynicism and utopianism.  British people in the 18th century came to accept the creative destruction of old ways of doing things, and the economy paid the people back with interest.  European people in the 19th century came to think of themselves as endowed by their Creator with inalienable rights, especially to liberty and property, and the rhetoric paid them back at length, and paradoxically, with freed slaves and freed women.  People in the late 20th century from the Philippines to Ukraine came to expect to have a say in their governments as in their markets, and the polity, too, paid them back with democratic liberalism, a free press, the Iowa caucuses, and all our joy.

The industrial revolution and the modern world, I am claiming, arose from a change in the way people talked about business—not in the first instance from a quickening of the capitalist spirit or an original accumulation of capital or an exploitation of the periphery or imperialistic exploitation or a rise in the savings rate or better property rights in courts of law or the higher birth-rate of the capitalistically gifted or a manufacturing capitalism taking over from commercial capitalism, or from any other of the materialist machinery beloved of economists and calculators left and right.  The machines don’t work as necessities.  There are substitutes for each of them, as the economic historian Alexander Gerschenkron argued long ago.
  But, surprisingly, what seem at first the most malleable of things, mere words, do work, and did.  There were no substitutes in the First Industrial Revolution for bourgeois talk.

Yet neither did the modern world arise from the particular psycho-social changes that Max Weber posited in 1905.  Weber’s evidence was of course the talk of people, but he believed he was getting deeper, to the core of their psycho-social being.  But it was not a Protestant ethic or a change in acquisitive desires or a rise of national feeling or an “industrious revolution” or any other change in people’s deep behavior as individuals that initiated the new life of capitalism.  These were by no means trivial, and were surely the flourishing branches of a business-dominated civilization.  Yet they were branches, not the root.  People have always been hard working and acquisitive and proud, when circumstances warranted it.  And thrift began, perforce, with the expulsion from the Garden of Eden.  From the beginning, greed has been a sin and prudent self-interest a virtue.  There’s nothing Early Modern about them.  And as for nationalism, Italian cities in the 13th century, or for that matter Italian parishes anywhere, evinced a nationalism—the Italians still call the local version campanilismo, from campanile, the church bell tower from which the neighborhood takes its daily rhythms—that would do proud a patriotic Frenchman of 1914.  
Yet Weber was correct that cultures and societies and economies require an animating spirit, a earnest rhetoric of the transcendent.
  (Weber’s word Geist, by the way, is less incense-smelling than its English translation of “spirit,” so that Geisteswissenschaften, literally in English a very strange sounding “spirit sciences,” is the normal German word for what we call the “humanities,” British “arts.”)  The animating spirit, though, is not deep.  It is superficial, located in the way people talk.  Such a rhetoric can change, sometime very quickly, even if as in the present case it was frozen for millennia in an aristocratic and then also Christian style.  Rhetoric lacks Romantic profundity, but is the more encouraging for all that.  Consider American history in the 20th century.  Look at how quickly the rhetoric of free speech changed in the United States after 1919, through the dissenting opinions by Holmes and Brandeis. 
  Look at how quickly American racism changed under the pressure of the Freedom Riders and the Voting Rights Act.  Look at how prohibitions in Britain directed at job or housing adverts saying “Europeans only,” commonplace in the 1960s, changed the conversation.  Racist talk didn’t vanish in either country, Lord knows.  But it no longer could claim the dignity of law and hallowed custom.  Look at how quickly employment for married women became routine.  Ideas of feminism mattered.
  Look at how quickly under Teddy Roosevelt and then Wilson a previously isolationist United States came to carry a big stick in the world, to the disgust of eloquent anti-Wilsonites like H. L. Mencken.  Rhetoric matters, and is subject to change.

The historian David Landes asserted in 1999 that “if we learn anything from the history of economic development, it is that culture makes all the difference.  (Here Max Weber was right on.)”
   No.  We learn that superficial rhetoric makes all the difference, a much more cheerful conclusion, I repeat, than that the fault is in our ancient nationality, not in our present speech, that we are underlings.  As the economists William Baumol, Robert Litan, and Carl Schramm put it in 2007, “There are too many examples of countries turning their economies around in a relatively short period of time, a generation or less [Korea, Singapore, Thailand, Ireland]. . . .  These successes cannot be squared with the culture-is-everything view.”
  Unless, indeed, “culture” is understood as “the rhetoric people presently use.”

The argument is that, contrary to a notion of essences derived from a Romantic theory of personality and contrary to the other side of the Romantic coin, a notion of preferences derived from a utilitarian theory of decision, what we do is largely determined by how we talk to others and to ourselves.  As Bernard Manin put it, “The free individual is not one who already knows absolutely what he wants, but one who has incomplete preferences and is trying by means of interior deliberation and dialogue with others to determine precisely what he does want.”

The talk is of course a part of culture.  But it is the superficial part.  “Superficial” is not here another word for “unimportant.”  Depth-analyses that turn on a Human Nature inherited from imagined African savannahs or an English Character inherited from imagined Anglo-Saxon freedoms don’t really explain why men rape or why England has more cargo.  The rhetoric of men’s dominance over women (“You know she wants it”) or the rhetoric of a business civilization (“That government is best that governs least”) do explain such things, and both rhetorics can and did change, quickly.   Not “easily.”  Quickly.

Attributing to culture or personality a behavior that arises in fact from rhetoric or circumstances is called by social psychologists the “fundamental attribution error.”
  Apparently profound and permanent differences in cultural dispositions to which we attribute so much can disappear in a generation or two.  The grandchildren of Hmong immigrants to the United States differ in many of their values only a little from the grandchildren of British immigrants.  If you’re not persuaded, add a “great” to “grandchildren,” or another “great.”  What persists and develops and influences, by repetition at a mother’s knee or through stories told in literature high and low, or the rumors of the newspapers and the chatter on the web, a climate of opinion and party politics new in England in 1694, are ethical valuations, that is to say, how we value others and ourselves and the transcendent in our talk.  

Consider for example the high rhetorical valuation of prudence and hope and courage in American civilization.  It keeps faith with a spoken identity of unrootedness, what the Dutch economist Arjo Klamer has called the American “caravan” society as against the “citadel” society of Europe.  It is expressed in the American frontier myth or the Hollywood road movie, the American folk religion that “you can be anything you want to be.”  It wipes out in a couple of generations a Northern European ethic of temperance and justice or an East Asian ethic of prudence and love.

Many people said in the 1950s and 1960s that India would never develop economically, that Hindu culture was hopelessly otherworldly and would always be hostile to capitalism.  For thirty years after Independence such a rhetoric of a Gandhi-cum-London-School-of-Economics socialism held the “Hindu rate of growth” to 3.2 percent per year, implying a sad 1 percent a year per capita as the population grew.  But at last the anti-market rhetoric from the European 1930s faded.  A capitalist rhetoric took root in India, partially upending the “License Raj.”  And so the place commenced, after Ravi Gandhi (no relation) in 1980 and especially after Manmohan Singh in 1991, to increase the production of goods and services at rates shockingly higher than in the days of five-year plans and corrupt regulation, now at fully 9 percent a year.  Birth rates are falling, as they do when people get better off.  At 9 percent the worst of Indian poverty will disappear in a generation or two, because income per head will have increased then by a factor of as much as 8.  Eight.  Even at the more moderate rates of 7.3 percent per year assumed in 2007 by Oxford Economics it will have tripled.
  Tripled.  Much of the culture didn’t change 1980-2009, and probably won’t change in the next 25 years.  People still give offerings to Lakshmi and the son of Gauri, as they did in 1947 and 1991.  They still play cricket.  A quarter century hence, one supposes, the Indians will still be engaging in such cultural practices.  In much of their talk and action the Indians will not have the slightest temptation to become like Chicagoans or Parisians.  Yet they will have entered in their economic rhetoric the modern world, and the modern word, of a business-dominated civilization.  And they will be the better for it, materially and spiritually.

What changed in Europe, and then the world, I am claiming, was the rhetoric of capitalism, that is, the way influential people such as Defoe and Voltaire and Montesquieu and Franklin and Smith and Paine and Wilkes and Pitt and Bastiat and Martineau and Manzoni and Macaulay and Peel and Emerson, and then most everyone, with the exception of an initially tiny group of anti-capitalist intellectuals gathering strength from 1848 on, talked about earning a living.  The talk mattered because it affected how people valued economic activity and how governments behaved towards it.  Max Weber in fact had also such a change in mind.  His instinct to take religious doctrine seriously in accounting for the change deserves respect, though not exactly as the triumphalist theory of Protestantism he posited.  Only rubble remains of his original notion that Calvinists were especially enterprising.  In 1995 Jacques Delacroix summarized a few of the more striking counterexamples: “Amsterdam’s wealth was centered on Catholic families; the economically advanced German Rhineland is more Catholic and Protestant; all-Catholic Belgium was the second country to industrialize.”
  One could mention, too, the earlier evidence of capitalist vigor in Catholic Venice, Florence, Barcelona, Lisbon—unless one were pre-committed to the mistaken argument that by definition no “capitalism” could possibly exist before 1600.  

 The change in talk about economic life—which happened at the theoretical level, by the way, in Catholic Spain before it happened in Protestant England, and in Italy before Spain, though both were stillborn at the last—provided warrants for certain changes in behavior.  The talk was essential.  The trade to the East and the New World was not essential, though it got the most press.  Early and late the overseas trade was small relative to the trade among the Europeans themselves.  The character of the European bourgeoisie did not change.  The merchants and manufacturers attended to business as they always had, early and late.  They were literate and used balance sheets and thought habitually in terms of profit and loss many centuries before such rhetorical habits became honorable among the elite and then the generality.  Nationalism did change in some places—though a lively literature nowadays dates English nationalism from many centuries before the Industrial Revolution, and even French and Irish nationalism quite early in reaction to the English.  And on the other hand the bourgeois and enterprising Dutch never to this day have developed a nationalism comparable to England’s.  Ask Interpol about the relative prevalence of football hooliganism, for example.

But in economic effects these all were side shows.  What did change in northwestern Europe was the spoken attitude towards the bourgeois life and the capitalist economy, the rhetoric of the bourgeoisie themselves and of their traditional enemies—enemies who revived after the Reformation in the Spanish and French lands to crush enterprise, and then revived again in the form of 19th-century nationalism and socialism.  The rhetoric was no side show.  It was the main event, and it did change in the 17th and 18th centuries, a lot, and in England it triumphed, and then in the world.

Without a new rhetoric accepting of markets and businesspeople and the bourgeoisie, the societies of northwestern Europe would have continued to bump along in a zero-sum mode, as every society had with fleeting exceptions since the cavemen.  Few would have ventured to turn a profit by inventing a seed drill for the field or an atmospheric engine for the mine.  Why bother, if the Sultan would throw you off a cliff for your trouble, or if the Emperor’s noblemen would swoop down to seize your profits, or if every scribbler and courtier and cleric held the floor in Madrid or Versailles or Urbino by sneering at your very existence?  

Castiglione’s Il Libro del Cortegiano, The Book of the Courtier, was written in 1508-1516 about an imagined conversation at the court of the Dukes of Urbino, Guidobaldo and Francesco Maria, the cream of Renaissance princes.  In 1528 at Venice a first edition of 1031 copies in Italian was published, and in subsequent decades it was translated into every European language, to become one of the most popular books of the 16th century.  It praises the very best ladies and gentlemen, among whom it certainly does not count the bourgeoisie.  Ladies who use too many cosmetics are “like wily merchants who display their cloths in a dark place.”  A true gentleman is motivated by glory to hazardous deeds of war, “and whoso is moved by gain or other motives. . . deserves not to be called a gentleman, but a most base merchant” (vilissimo mercante).  One gentleman in the conversation is portrayed as deflecting praise thus: his praiser, he says modestly, is like “some merchants . . . who put a false coin among many good ones.”
  But in truth the bourgeoisie figures hardly at all in the book, although the splendor of the Italian Renaissance rested on its activity.  Without a business-dominated civilization—a place very different from the civilization recommended by Castiglione’s gentlefolk—the profit from invention would have continued even in Italy to be seen as ignoble, and innovation inglorious.  Buying low and selling high would have been continued to be seen as unethical.  Institutionalized theft would have continued to be seen as aristocratic.  Alms and tithes would have continued to be seen as holy.  

Not that the actual aristocrats hesitated to engage in trade when opportunities appeared for profit in a market for grain or even cloth, or when there appeared more violent opportunities.  Likewise the actual priests.  The Cistercian monks were for centuries the cleverest merchant farmers in Europe, and had no trouble with accumulating great wealth for the glory of God.  The most insistent complaint against what the historical sociologist Rodney Stark calls the Church of Power was its single-minded pursuit of wealthy display, “to be well dressed and well shod, in order to ride of horseback and to drink and eat well,” as one of the “perfects” of the heretical Albigensians put it in the early 13th century.
  The Medici were dukes of Florence from 1532, but were of course descended from late medieval wool manufacturers and bankers.  It was not desire for gain that changed.  The Middle Ages are not to be viewed as a contentedly poor Merrie Englande starring Errol Flynn.  This we know from a century of scholarship.  

A wise economist, who might not agree entirely with my celebration of bourgeois virtues, said in 1991 that from a study of “surface phenomena: discourse, arguments, rhetoric, historically and analytically considered” emerges a finding that “discourse is shaped, not so much by fundamental personality traits, but simply by the imperatives of argument, almost regardless of the desires, character, or convictions of the participants.”
  Capitalism is not about the rise of greed or some other fundamental personality trait.  What did change were the articulated ideas about the economy, ideas about the sources of wealth, ideas about a positive sum as against a zero-sum game, ideas about progress and invention, above all ideas about what sort of calling is admirable.  The big change was in what Karl Popper called the Second World, above material and psychological changes, up at the level of ideas about the material and psychological changes.  And so a new First World was born.  The danger is that it can be murdered, too, by reactionary rhetoric of the left or the right, and quickly, especially when backed by guns.  It was so murdered in 1917 and 1933, and can be again.

Another wise economist, who also might not have found my views altogether congenial, said in 1936 that “the ideas of economists and political philosophers, both when they are right and when they are wrong, are more powerful than is commonly understood. . . .  I am sure the power of vested interests is vastly exaggerated compared with the gradual encroachment of ideas.”
  So here.

The Outcome Was the Bourgeois Era

The present book is the second of five planned, three written, one published in 2006, of a full-scale defense of capitalism, aimed at people like you who think it needs one.  The whole project, called “The Bourgeois Era,” is an “apology” for capitalism in the Greek sense of a defense at a trial, and in the theological sense, too, of an open-handed preachment to you-all, the beloved infidels or the misled orthodox.  My beloved infidel friends on the left have long joined with my also-beloved, but also-misled, ultra-orthodox friends on the right in believing that capitalism is as Marx put it in 1867, “solely the restless stirring for gain.  This absolute desire for enrichment, this passionate hunt for value.”
  Many on the left have been appalled with the material results.  Many on the right have been pleased.  Both have been dismayed by the ignoble vulgarity they claim has accompanied the enrichment. 

But you-all, I am saying, are mistaken.  On the one side we should stop at once excusing Enron thieves, and stop accepting their self-interested argument that unjust and intemperate prudence, organized by Enron thieves, you see, is all the ethics a business requires.  But on the other side we should also stop at once encouraging Sierra-Club radicals, and stop accepting their self-interested argument that imprudent and intemperate justice, organized by Sierra-Club radicals, you see, is all the ethics a society requires.  Capitalism does have an ethic beyond Greed is Good.  It has to have it to work, and certainly to be worth the candle.  And its working makes people ethically and culturally better, not just better off.
  

Many people, and the most educated, sharply disagree.  Neoliberal ideas, both good ones and bad ones, both the freeing of people from a tyrannical and corrupt License Raj and the setting of economic policy by irresponsible bankers in Washington, have had a pretty long run since the fall of communism.  But anti-liberal ideas have resurged, in the Seattle-type protests, the strikes of French civil servants, the left wing of environmentalism, the hostility to North American Free Trade Agreement, and in the media and the educational systems of the West.  Environmentalism is taught now in the American public schools as a civic religion the way anti-communist patriotism was in the 1950s.  

And in many countries anti-capitalism is the civic religion.  The required texts for French high-school students of social sciences, three volumes called Histoire du XXe siècle (2005), declares that “economic growth imposes a hectic form of life, producing overwork, stress, nervous depression, cardiovascular disease, and, according to some, even the development of cancer.”
  Such an assertion will seem strange to the hundreds of millions of bourgeois and workingclass Westerners whose lives, if they think about the matter seriously, are spent pretty well, in education up to their early-20s, and in retirement by their early 60s to a life of leisure twenty years longer than the life expectancy of their great-grandparents.  In 1910 a job working 60 hours a week in a factory might just possibly have been more stressful than one nowadays working 35 hours a week as a computer salesman.  And before that, in 1810, a factory job spinning cotton in Lille just might have seemed less in the way of overwork and nervous depression than farm work west of Puy-de-Dôme in Auvergne, with no work at all in winter and hectic harvests and endless threshing, and the children starving in April.  At any rate people did move from the farm in Auvergne to the factory in Lille, and did move from the factory to computer sales, with alacrity.  

Recent decades, the French school text admits, have witnessed “doubled wealth”— but also “doubled unemployment, poverty, and exclusion, whose ill effects constitute the background for a profound social malaise.”  That the unemployment in France, and the exclusion of Moslems from wealth, might be a consequence of exclusive higher education and of Le-Courbusier-inspired high-rise apartments around Paris far from factories, and of heavy regulation of the terms of employment—for example, the impossibility of firing someone in France once she has achieved a job—does not figure.
  Capitalism, according to the French instructors of the young, is “brutal,” “savage,” and worst of all “American.”  Globalized capitalism, you see, is terrible compared, say, to the sweet examples of thoroughgoing socialism that covered a quarter of the globe in 1970.  Many on the American left agree, and would advocate therefore as the French put it “the regulation of capitalism on a global scale,” retrying the socialist experiment 1917-1989 yet again.

We are in the Bourgeois Era, and are of it.  We should understand and celebrate it—criticizing it, too, of course, but criticizing it from a position of knowledge instead of from a desire to appear in our politics saintly or aristocratic regardless of whether the poor are actually helped by what we propose.  We should stop lamenting that we are not still in a sweet hierarchical era that never was sweet in fact.  Nor should we yearn for a sweet utopian era that never will be in fact.  The sweetness, and the sweet talk, is now.  The bitter criticism of capitalism by the clerisy since 1848, mainly a re-inscription of aristocratic and Christian sneers since 400 B.C.E., has been bad tempered and ill informed.  Time to move on.

The first volume, The Bourgeois Virtues: Ethics for an Age of Commerce (2006), asked whether a bourgeois life can be ethical.  A third volume, soon to appear, Bourgeois Rhetorics: How Capitalism Became Virtuous, 1600-1776, will ask how bourgeois life was, and is, figured as speech acts, how the words changed to make possible the bourgeois deeds.  A fourth volume, Bourgeois Enemies: The Treason of the Clerisy, 1848-1989, co-authored with my talented younger brother John McCloskey, will ask how after 1848 we European artists and intellectuals came to be so very scornful of the bourgeoisie, and how the gradual encroachment of such ideas led to the disasters of the 20th century, and can so again if we are not critical of our rhetoric.  And the fifth volume, still highly preliminary, Bourgeois Times: Defending the Defensible, will look into anti-capitalist rhetoric, sound and unsound, such as the alleged dependence of capitalism on a reserve army of unemployed, and its alleged despoilment of the environment.  

The books lean on each other.  If your worries about the ethical foundations of capitalism are not sufficiently met here, they perhaps are more fully met in The Bourgeois Virtues.  If you feel that not enough attention is paid here to imperialism or global warming, more will be paid in Bourgeois Times.  If you wonder how I can claim in the present book that words matter so much, consider Bourgeois Rhetorics.  If you feel that the story here does not explain why such a successful bourgeois life is now despised in deeply progressive and deeply conservative circles, some of your questions will be met in Bourgeois Enemies.  

They are one big argument.  The argument is:  Markets are consistent with an ethical life.  And indeed an ethical change in favor of markets characterizes Europe after 1300 in isolated parts of the European south (Venice, Florence, Barcelona, Lisbon) and after 1400 in the Hansa towns of the north, and after 1600 in larger chunks of the north (Holland, England, Scotland), and after 1750 in America, Belgium, France, and then the world.  But the artists and the intellectuals—the clerisy—turned against liberal capitalism after 1789 and especially after 1848.  Their treason led in the 20th-century to the catastrophes of socialism and nationalism and national socialism, exacerbated by the proud clerisy’s theories of history and race.  Ideas mattered.  

The clerisy’s ideas about capitalism in the century and a half since 1848, voluble though they have been, have been largely wrong, and most unhappy in their political implementation.  The clerisy has advised a return to pre-capitalist and hierarchical ethics, a retreat from contract to status, with an overlay, I repeat, of “scientific” justifications such as scientific racism and scientific materialism and scientific eugenics.  Bourgeois practice, by contrast, has been on the whole a material and spiritual success, an idealism and affirmation of ordinary life.  Yet if capitalism continues to be scorned as it has been by many of our opinion makers since the late 19th century we can if we wish repeat the nationalist and socialist horrors of the mid 20th century.  We can even add now in the early 21st century, for good measure, an anti-bourgeois religiosity, as new as 9/11 and as old as the Sermon on the Mount.

The apology seems to take five volumes.  A philosopher wrote recently, to explain why he crammed his opus on "warranted Christian belief" into three stout volumes rather than allowing himself four, that "a trilogy is perhaps unduly self-indulgent, but a tetralogy is unforgivable."
  Here you have in prospect, God help you, a pentalogy.  

Yet bourgeois life and capitalism since 1848 have had a bad press, worse even than warranted Christian belief.  The prosecution has written out the indictment of a bourgeois and business-dominated civilization in many thousands of volumes, from the hands of Rousseau, Burke, Dickens, Carlyle, Baudelaire, Marx, Nietzsche, Shaw, Lenin, Veblen, Sinclair Lewis, Kojève, Heidegger, Sartre, Simone Weil, Simone de Beauvoir, Dorothy Day, Marcuse, Galbraith, Allan Bloom, Stuart Hall, Stanley Hauerwas, Barbara Ehrenreich.  Few attempts have been made to defend a life in commerce, except on the economist’s prudence-only grounds that after all a great deal of money is made here.  After such prolixity in the indictment of capitalism, my merely five volumes of defense—themselves mere explorations of the many arguments and counterarguments that might be offered in the case—seem restrained.  

Maybe it's time to begin a defense that goes beyond economic balance sheets, without disdaining them.  Maybe it’s time to offer the outlines of an ethical rhetoric for our globalized souls, an idealism I say of ordinary life, recouping the virtues for the lives that most of us in fact live.  If you are on the left, and believe that capitalism and the bourgeois life were born in sin, and that they impoverish and corrupt the world, I hope to plant at least a few seeds of doubt.  But likewise I hope to plant seeds of doubt if you are on the right or in the middle, and believe that (admittedly) capitalism is “solely the restless stirring for gain, this absolute desire for enrichment,” but efficacious desire for enrichment, though (alas) the economists and calculators have corrupted our holiness and demeaned our nobility, and the glory of Europe is extinguished forever.  

I want to persuade all of you that your beliefs that capitalism is especially greedy, and the bourgeoisie sadly ignoble and unspiritual, might—just might—be mistaken.  And I want to persuade you all, left, right, and middle, that to go on bad-mouthing a virtuous life in commerce is poisonous for our souls, as it has so very often since 1848 been poisonous for our politics.

Skip to:

Chapter 3:

Nor Was It from Original Accumulation,

or the Protestant Ethic

We are back to what actually happened 1700-1848, and then on to 2000 and beyond, a rise of income per person by a factor by the end, let us say very conservatively, of 15.  Once the happening was fully recognized, slowly in the 20th century, it killed the notion among most economists and economic historians that thrifty saving was the way to massive and colossal productive forces.  Again: what then explains it?  

New thoughts, what the economic historian Joel Mokyr calls the "industrial enlightenment."  It was ideas of steam engines and light bulbs and computers that made Northwestern Europe and then much of the rest of the world rich, not new accumulations from saving.
  Accumulation of physical capital is not the heart of modern capitalism, as economic historians have understood since their researches of the 1950s and 1960s and as economists have understood since the calculations by Abramowitz and Solow in the 1950s, and before them the calculations by G. T. Jones in 1933.
  Its heart is innovation.

Of course, if you think up a waterpower-driven spinning machine you need some savings to bring the thought to fruition.  But another of the discoveries of the 1960s by economic historians was that the savings required in England's heroic age of mechanization were modest indeed, nothing like the massive "original accumulation of capital" that Marxist theory posits.  Early cotton factories were not capital-intensive.  The source of the industrial investment required was short-term loans on inventories and loans from relatives—not savings ripped in great chunks from other parts of the economy.

The classical and Marxist idea that capital begets capital, "endlessly," is hard to shake.  It has recently revived a little even among economists, in the form of so-called "new growth theory," an attempt to give M ( K ( M' a mathematically spiffed-up form.  The trouble is that, as I have noted, savings and urbanization and state power to expropriate and the other physical-capital accumulations that are supposed to explain modern economic growth have existed on a large scale since the Sumerians.  Yet modern economic growth, that wholly unprecedented factor in the high teens, is a phenomenon of the past two centuries alone.  Something happened in the 18th century that prepared for a temporary but shocking "great divergence" of the European economies from those of the rest of the world.

The marxisant analysis is that what happened is the "original accumulation of capital."  The original or primitive accumulation was according to Marx the seed corn, so to speak, or better the starter in the sourdough, in the growth of capital.  We're back to thrift or savings, not by historical fact but by blackboard logic.  "The whole movement," Marx reasoned, "seems to turn on a vicious circle, out of which we can only get by supposing a primitive accumulation, . . . an accumulation not the result of the capitalist mode of production, but its starting point."
  As the economic historian Alexander Gerschenkron put it in 1957, with characteristic sarcasm, it is "an accumulation of capital continuing over long historical periods—over several centuries—until one day the tocsin of the industrial revolution was to summon it to the battlefields of factory construction."

Looking at the thrift necessary for an accumulation in a cheerful way, the starting point was a supposed rise of thriftiness among Dutch or especially English Puritans.  Marx characterized such tales as praise for "that queer saint, that knight of the woeful countenance, the capitalist 'abstainer'."
  We can join him for a moment in disbelieving the optimistic tale, noting further, and contrary to his own pessimistic tale, as I have said, that abstention is universal.  Saving rates in Catholic Italy or for that matter Confucian China were not much lower, if lower at all, than in Calvinist Massachusetts or Lutheran Germany.  According to recent calculations, in fact, British investment in physical capital as a share of national income was strikingly below the European norm—only 4% in 1700, as against a norm of 11%, 6% as against 12% in 1760, and 8% against over 12% in 1800.
  Britain's investment, though rising before and then during the industrial revolution, showed less, not more, abstemiousness than in the less advanced countries around it.  The evidence suggests, in other words, that saving depends on investment, not the other way around.  When in 19th century the rest of Europe started to follow Britain into industrialization, its savings rates rose, too.  And its markedly higher rates during the 18th century did not cause it then to awaken from its medieval slumbers.  Saving was not the constraint.  As a great medieval economic historian, M. M. Postan, put it, it was not "the poor potential for saving" but the "extremely limited" character in pre-19th-century Europe of "opportunities for productive investment."
 

Marx's notion in Capital, on the contrary, was that an original accumulation was a sine qua non, and that there was no saintliness about it.  The original accumulation was necessary because (Marx averred, wrongly) masses of savings were necessary, and "conquest, enslavement, robbery, murder, briefly, force, play the greater part."
  He instanced enclosure in England during the 16th century (which has been overturned by historical findings that such enclosure was minor) and in the 18th (which has been overturned by findings that the labor driven off the land was a tiny source of the industrial proletariat, and mainly in the south and east where in fact little industry was going on).  He gave a large part then to regulation of wages in making a proletariat in the 16th century (which has been overturned by findings that half of the labor force in England as early as the 13th century already worked for wages).  And then to the slave trade: "Liverpool waxed fat on the slave-trade.  This was its method of primitive accumulation" (which has been overturned by findings that the alleged profits were no massive fund).
  Later writers have proposed as the source of the original accumulation the exploitation by the core of the periphery (Poland, the New World).
  Or the influx of gold and silver from the New World—strange as it is then that imperial Spain did not industrialize.  Or the exploitation of workers themselves during the Industrial Revolution, out of sequence.  Or other loot from imperialisms old and new.  Or, following on Marx and Engels’ assertion in the Manifesto, even 17th-century piracy.

None of these, it has been found, make very much historical sense.  Such findings are in truth not very surprising.  After all, conquest, enslavement, robbery, murder—briefly, violence—has characterized the sad annals of humankind since Cain and Abel.  Why didn't earlier and even more thorough expropriations result in an industrial revolution and a factor of fifteen or twenty or whatever in the welfare of the average Briton or American or Taiwanese?  Something besides thrifty self-discipline or violent expropriation must have been at work in northwestern Europe and its offshoots in the 18th century and later.  Thrifty self-discipline and violent expropriation have been too common in human history to explain a revolution unique to Europe gathering force around 1800.

And as a practical matter a pile of physical capital financed from, say, Piet Heyn's seizure of the Spanish treasure fleet in 1628 would by 1800 melt away to nothing.  It does not accumulate.  It depreciates.  And as Gerschenkron noted, “why should a long period of capital accumulation precede the period of rapid industrialization?  Why is not the capital as it is being accumulated also invested in industrial ventures?”  Why not indeed.  In the story of original accumulation the clever capitalists are supposed to let their capital lie idle until the “tocsin” sounds.

The underlying confusion is between financial wealth in a bank account, which is merely a paper claim by this person against that person to the society's real wealth, on the one hand, and the society's real wealth in a house or ship or education, on the other.  Real wealth is what needs to be available for real investment, not paper claims or gold coins  You can't build a factory with pound notes, or dig a canal with sovereigns.  You need bricks and wheelbarrows, and skilled people to wield them.  Mere financing can hardly be the crux, or else the Catholic Church in its command of tokens of wealth would have created an industrial society in 1300.  Or Philip II—who after all was the principal beneficiary of those treasure fleets that the English and Dutch privateers preyed on—would have financed an industrial revolution in Spain.  So any original accumulation supposed to be useful to any real industrialization must be available in real things.  But as the Holy Koran says, "what you possess [in real, physical things] will pass, but what is with God will abide" (16:96).  "These lovely [earthly] things" wrote St. Augustine, "go their way and are no more. . . .  In them is no repose, because they do not abide."
  A real house made in 1628 out of Piet's profit would be tumbled down by 1800, unless in the meantime its occupants had continued to invest in it.  A real educated person of 1628 would be long dead, a real machine would be obsolete, a real book would be eaten by worms.  The force of depreciation makes an original accumulation spontaneously disappear.

This is not to say, note well, that conquest, enslavement, robbery, murder play no part in European history.  A Panglossian assumption that contract, not force, explains, say, the relation between lord and peasant defaces the recent work on "new" institutionalism, such as that of Douglass North.
  But, pace Marx, modern economic growth did not and does not and cannot depend on the scraps to be gained by stealing from poor people.  Stealing from poor people, when you think about it, could hardly explain enrichment by a factor of fifteen.  Would you do so well by robbing the homeless people in your neighborhood, or by breaking into the home of the average factory worker?  Does it strike you as plausible that British national income depended much on stealing from an impoverished India?  If it did, why did real income per head in Britain go up sharply in the decade after Britain "lost" India?

Modern economic growth has not depended on saving, and therefore not on stealing to get the saving.  Turgot and Smith and Mill and Marx got the story entirely wrong, rather unsurprisingly considering the stately pace at which the economies they were looking at were improving, at least by contrast with the frenetic pace after 1848 and especially after 1948, and then most of all after 1978.  "All the authors [who] followed the Turgot-Smith line," wrote Schumpeter as the frenzy was becoming apparent, "[were] at fault in believing that thrift was the all-important (causal) factor."
  Most savings for innovation, Schumpeter had noted twenty years earlier, "does not come from thrift in the strict sense, that is from abstaining from consumption. . . but [from] funds which are themselves the result of successful innovation" (in the language of accounting, "retained earnings").
  The money for any massive innovation—as against the savings in the strict sense—comes, he argues, from banks using "money creation."  (The somewhat mysterious phrase “money creation” means simply the loans beyond the gold in their vaults that bold bankers can make, on the assurance that not everyone wants their gold back at the same time.  In a word, it’s credit.)  

But Schumpeter did not realize that companies like Google can expand without any bank loans at all, rather in the way that the first innovations of the Industrial Revolution relied on retained earnings, trade credit, and modest loans from cousins and solicitors—not the massive public offerings required 1840-1940 by capital-intensive industries like railways, steel, chemicals, automobiles, electricity generation, and oil exploration and refining.  The episode of capital intensity is another reason for the capital fundamentalism of economics 1840-1940 and beyond.  Economics grew up as a science in an Age of Capital, as Eric Hobsbawm put it.  Naturally economics became obsessed with accumulation.  But as Hobsbawm and other historical materialists who have long lamented the “predominance of [physical, factory] capital” did not sufficiently appreciate (though employed in the industry supplying education), 1840-1940 became an age increasingly of human capital.
  By now in rich countries the returns to human capital account for a much higher share of national income than the returns to land and especially machinery that so exercised the first generation of economic historians.

That is, early in modern economic growth, and now again late, the moving frontier of best practice has depended mainly on ingenuity, not thrift.  The causal factor has depended instead on the invention of entirely new ways of propelling ships or making shoes.  And nowadays it depends, if your country is as Gerschenkron put it, "relatively backward," on leaping over the slow early stages of invention and investment by adopting what has already been invented, getting now cell phones instead of laboriously investing in land-lines and then laboriously inventing substitutes.  Money creation, or the 50 percent savings rates in present-day China, can finance the leaping.  But money creation in any moderately well run economy is routinely available.  It is simply a capitalized belief in the future, and again that assurance that not everyone will run to the bank today.  It has become routine in one country after another since capital markets took root, from goldsmiths in Florence to venture capitalists in San Jose.  When the beliefs break down, a crisis occurs.  But the lurching progress of capitalism has never been seriously in doubt.
What was not routinely available in the 18th century was the stock of inventions.  This is why China and India can now grow at rates inconceivable in the 18th and early 19th centuries, before the inventions were well launched.  England could not possibly have experienced a growth rate of real income per head of 10 percent per year, even in its greatest booms.  And the doubling in a mere seven years that such a rate implies never happened before recent times.  China and India by contrast can merely take off the shelf the inventions laboriously developed by the Watts and the Edisons of the past three centuries.  And so Sweden in the late 19th century and then Japan in the early 20th century and South Korea in the late 20th century caught up astonishingly quickly.
  What needs to be explained is not that the Indians and Chinese can get rich quickly by gaining access to the well-stocked shelves of inventions, from the steam engine to the LED screen.  What needs to be explained is how the shelves got well stocked in the first place.

"Capitalist production," Marx declared, "presupposes the pre-existence of considerable masses of capital."
  No it doesn't.  A modest stream of withheld profits will pay for repairing the machines and acquiring new ones, especially the uncomplicated machines of 1760, and now again the complicated but capital-cheap machines of the computer age.  In 1760 the most complicated "machine" in existence was a first-rate ship of the line, itself continuously under repair.  And so far as the origin is concerned, it was in 1760 modest, the starter in sourdough bread, and could come from small change anywhere, not from some great original sin of primitive accumulation.

What did happen in the 17th and 18th centuries, it would appear, is so to speak an original accumulation of inventive people, such as Richard Arkwright and Benjamin Franklin.  Such people sought bourgeois and thrifty ways of making and doing things, turning away from the projects of honorable display characteristic of an aristocratic society.  By the 18th century they were launched on careers of generating a wave of gadgets that has not yet ceased rolling over us.  An original accumulation of habits of free publication and vigorous discussion created, as Mokyr argues in The Gifts of Athena (2002), "a world in which 'useful' knowledge was indeed used with an aggressiveness and a single-mindedness that no other society had experienced before. . . .  It was the unique Western way."
  We do not yet know for sure why this happened first in northwestern Europe and did not happen elsewhere until later, and then in plain imitation of northwestern Europe, though many economic historians suspect that Europe's political fragmentation leading to comparative freedom for enterprise was important.
  (Yet against this the German lands fragmented entirely up to 1871 were not places of much innovation in machinery, though very much so in music and philosophy.)  What did not happen was a big rise in European thrift.

*       *     *      *

So nothing much changed from 1348-1700 or from 1700 to 1848 in the actual circumstances of thriftiness.  And the modest changes did not matter much.  Individual Dutch and English speaking people who initiated the modern world exercised personal thrift—or did not, as they still do, or do not.  Look at your improvident cousin, or your miserly neighbor.  But changes in aggregate rates of saving drove nothing of consequence.  No unusual Weberian ethic of high thriftiness or Marxian anti-ethic of forceful expropriation started economic growth.  East Anglian Puritans learned from their Dutch neighbors and co-religionists how to be thrifty in order to be godly, to work hard in order, as John Winthrop put it, "to entertain each other in brotherly affection." 
   That’s nice, but it’s not what caused industrialization—as indeed one can see from the failure of industrialization even in the Protestant and prosperous parts of the Low Countries, or for that matter in East Anglia.  The habits of thriftiness and luxury and profit, and the routines of exploitation, are humanly ordinary, and largely unchanging.  Modern economic growth by contrast depends on applied ingenuity in crafting gadgets, what the economic historian Nathan Rosenberg has called the invention of how to invent.  This in turn appears to depend on free societies, at any rate when the ingenious gadgets need to be invented, not merely borrowed as the USSR and the People’s Republic of China were able to do.  The first modern economic growth, that is, did not depend on massive investment or an original accumulation of capital.

What did change 1600-1848, however, and dramatically, was the high- and low-cultural attitude towards thrift.  Thriftiness and other specifically economic virtues, such as prudent calculation of costs and benefits or an admiring attitude towards industrial novelties or an acceptance of ethically acquired profits, became first in Holland and then at last in England, and even a bit earlier in England's remote American colonies and in England's impoverished neighbor, Scotland, fully respectable, honorable, admired, permitted, encouraged, not obstructed and disdained.  This was unique in world history, and the change did have stupendous economic consequences.  A change in the superstructure determined a change in the base.  David Hume in 1741 . . . .

Away from northwestern Europe and its offshoots c. 1848 the economic virtues were still not respectable, at any rate in the opinion of the dominant classes.  Right up to the Meiji Restoration of 1867, after which things in Japan changed with lightning speed, leading opinion scorned the merchant.  In Confucian cultures more widely the merchant was ranked as the lowest of the classes: in Japan, the daimyo, the samurai, the peasant, the craftsman, the merchant.  A merchant in Japan and China and Korea was not a "gentleman," to use the European word, and had no honor.  

Likewise c. 1600 in England.

Georg Simmel claimed in The Philosophy of Money (1900, 1907) to detect a "psychological feature of our times which stands in such a decisive contrast to the more impulsive, emotionally determined character of earlier epochs . . . .  Gauging values in terms of money has taught us to determine and specify values down to the last farthing."
  In a word, thriftiness reigns now, as against the warm non-calculativeness of earlier folk.  This is false, a piece with Weber's claim that a rise of rationality characterizes the modern world.  The Great War was soon to make such optimistic Euro-centrism look strange indeed.  Some "rationality."  Ernest Renan, professor of Hebrew at the Collège de France from 1862, most famous for his claim that Jesus was a good chap if a trifle primitive and oriental, had declared that "we must make a marked distinction between societies like our own, where everything takes place in the full light of reflection, and simple and credulous communities," such as those that Jesus preached in.
  After the events of the 20th century in Europe, which exhibited irrationality, impulse, credulousness, and shockingly little of the full light of reflection, one stands amazed that anyone can still believe in the unusual rationality or prudence or thriftiness of the modern European world. 

In fact people always and everywhere have been more or less rational and more or less impulsive, both.  They exhibit the seven virtues, and the numerous corresponding vices, all.  In medieval Europe one can see in Walter and the Seneschaucy, among by now thousands of other sources, the pervasiveness of a money economy.  In 1900 Simmel had little way of knowing how wrong his notions of the "rise of the money economy" were to prove in actual as against philosophical history.  At that time only a few lone geniuses like Frederick Maitland had it right.  It has subsequently been discovered that everything was for sale for money in olden times, for instance husbands and eternal salvation.  People in 1300 thought of values down to the last farthing.

Where Simmel is correct, however, is again that attitudes and commonplace rhetorics about prudence and temperance did change, 1600-1800.  The Low Countries were in their greater time the point of contrast.  Well into the 18th century Holland served as a model for the English and Scots of how to be thrifty and bourgeois, and certainly how to talk it.  

The rising class in the English 16th and 17th century was not only the bourgeoisie, but the gentry, viewed as one of two classes of "gentlemen"—the leading characters in novels by Fielding and Austen standing just below England's exceptionally tiny aristocracy.  Yet a mere hundred years after Shakespeare the English, surprisingly, were very busy transforming themselves from admirers of the aristocracy into admirers of the bourgeoisie.  Even the gentry and aristocracy, who for centuries had had in fact a sharper eye for profit than their lordly rhetoric would allow, became frankly businesslike about their land holdings, culminating in Farmer George III.  In the 1690s, with a Dutch king, the William of William and Mary, the British proceeded to adopt Dutch institutions such as a central bank and a national debt and a stock market, and undertook to cease being inconstant, rash, vainglorious, light, and deceiving (they retained "suspicious and despising of foreigners”), make sure this is anticipated or at least to cease talking about it.  Evidently something changed during the late 17th century in the evaluation of prudent temperance as against courageous hope, and so the evaluation of thrift.  

The admiration had long-term consequences.  The behavior of the elite changed some, but its theory of behavior, once hostile to bourgeois values, changed more.  The King did not believe any longer, if he ever had, that he could seize by right the riches of the City of London.  The effective rulers of Britain became more and more mercantilist (c. 1700) and then free trading (c. 1840)—anyway more and more concerned with national profit and loss.  As Montesquieu put it in 1748, "other nations have made the interests of commerce yield to those of politics; the English, on the contrary, have ever made their political interests give way to those of commerce."
  Well. . . not "ever," but by 1748, often.  Such an ordering of ideas was second nature to the Dutch in 1600.  It had to be learned by the British.  The British became known as unusually calculating, instead of as before unusually careless in calculating.  The actual change in individual behavior was not great.  The rest of the world was repeatedly shocked by the aristocratic/peasant brutality of British soldiers.  A little if rich island did not paint a quarter of the world red by sweet bourgeois persuasion.  But the change in rhetoric was great and permanent and finally softening.

A long-evolving orthodoxy in English history claims that on the contrary England long espoused a "gentlemanly capitalism" hostile to bourgeois values.
  Right through late Victorian times and beyond, it is said, capitalism was trammeled by estate-yearning and polo-loving.  It seems a dubious claim.  True, in Britain always the aristocracy and gentry have a prestige amusing or puzzling to the Americans or the Dutch or  other advocates of the bourgeois virtues.  In 1726 a young Voltaire visited an elderly William Congreve, long after he had been enriched by his plays, which Voltaire, a playwright himself, admired greatly.  The old man said to Voltaire that he preferred to be thought merely a retiring gentleman, not a literary artist.  Voltaire delivered a sharp reply: had Congreve had the misfortune to be merely a gentleman Voltaire would not have troubled to seek him out.  As Hume noted in 1741 “while these notions prevail, all the considerable traders will be tempted to throw up their commerce, in order to purchase . . . privileges and honor.”
  But from 1741 to the present the quantitative judgment in Hume’s “all” has proven to be mistaken.  Not anything like “all” have lusted after noble privilege, and in any case those translated to the honor of “Sir Roderick” or “Lord Desai” have been replaced from below by hordes of new bourgeois.  

It has always seemed a trifle strange to lament the economic "failure" of the first industrial nation, which has remained from 1700 to the present one of the richest countries in the world.
  From the time of atmospheric steam engines to the present, England and Scotland together have been world centers for invention: modern steel, radar, penicillin, and magnetic resonance imaging, to name a few.
  A surprisingly high percentage of world inventions still come out of tiny Britain.  And as the great leftwing historian E. P. Thompson pointed out early in the debate about gentlemanly capitalism, the landed aristocrats themselves, and their protective belt of gentry, became at least partly bourgeois in values.  The point is a cliché of early modern English history.  The nobility and gentry labored at high farming the way their financiers in London labored at deal making and their manufacturing countrymen in Lancashire labored at spinning cotton.  They respected and honored such labor, and opened coal mines on their properties.  No lofty anti-economic sentiments for them.

*        *        *        *

There are many tales told about the pre-history of thrift.  The central tales are Marxist or Weberian or now growth-theory-ish.  They are mistaken.  Accumulation has not been the heart of modern economic growth, or of the change from the medieval to the early-modern or from the early-modern to the fully modern economy.  If you personally wish to grow rich, by all means be thrifty, and thereby accumulate—though a better bet is to have a better idea and be the first to invest in it.  But if you wish your society to be rich, you should urge an acceptance of creative destruction and of wealth obtained by innovation.  You should not urge thrift, not much.  You should rather work for your society to be free, and thereby open to new ideas, and thereby educable and ingenious, and thereby very rich.  "Thrift" has been much honored, especially in American civic theology.  But like many other of the sacred words, such as "democracy" or "equality" or "opportunity" or "progress," its rhetorical force turns out to be more important historically than its material force.  Time for the old tales of thriftiness to be retired.
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