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On the evolution of Thorstein Veblen’s
evolutionary economics

Geoffrey M. Hodgson*

This article addresses the origins of Veblen’s evolutionary economics, as announced
in his 1898 essay ‘Why is economics not an evolutionary science?’. Before 1897,
and partly under the influence of C. Lloyd Morgan, Veblen rejected biological
reductionism. Veblen’s 1897 endorsement of a critique of Marxism by Max Lorenz
shows that he found Karl Marx’s account of human action too limiting. By this time,
Veblen had also rejected the idea of either the individual or society as exclusive
foundations for social science. Instead, he embraced an evolutionary framework of
explanation along Darwinian lines, involving multple levels of explanation and
emergent properties.

‘Evolutionary economics’ is a vague and often ill-defined term. Although it does not
necessarily imply the adoption of evolutionary metaphors from biology, there is a renewed
interest by contemporary social scientists in such conceptual borrowings from the science
of life. Two pioneers of modern evolutionary economics, Richard Nelson and Sidney
Winter (1982), explicitly embraced biological analogies and since then their example has
been widely followed. In contrast, in Western social science from the First World War to
the 1970s, biological metaphors were rarely highlighted and the links between the socio-
economic and the biotic worlds were denied (Degler, 1991; Hodgson, forthcoming).

Prior to that, from the 1880s to the early 1900s, there was a widespread opinion that
social and biological phenomena were closely related in some manner. The view was often
voiced that socio-economic phenomena were explicable in purely biological terms.
However, there was a prolonged and unresolved controversy on the mechanisms of
selection. On the one hand, the Lamarckians—of whom Herbert Spencer was a
prominent example—believed that the inheritance of acquired characters was a general
phenomenon. Ranged against them were the Darwinians, whose position at that time was
weakened for lack of a clear understanding of the precise mechanisms of replication and
transmission.

It was in this context that Thorstein Veblen made a series of contributions that
established the possibility of an economics that would break from the static, teleological
and individualistic limitations of preceding doctrine. Veblen had a sophisticated under-
standing of biological theory. The theory of socio-economic evolution that Veblen
developed in the 1896-99 period is one theme of this article. I shall argue that in these few
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years Veblen’s thought underwent a theoretical revolution, stimulated by a number of
debates in biology and social theory. The aim of this paper is to understand the develop-
ment of Veblen’s thought up to his 1898 essay. It is shown how the 1898 essay forms both
a foundation for a ‘post-Darwinian’ evolutionary economics and a powerful criique of
mainstream economic thought.

Veblen has always been a controversial figure and his work has yielded many con-
trasting interpretations. It is not the purpose of this paper to review or evaluate all these
renditions because we are concerned here principally with the development of his thought
up to 1898. A detailed examination of the early texts shows that Veblen rejected both the
individual and society as the ultimate unit of explanation in social science. Further, this
did not lead principally to the search for a balance between these two extremes. Instead,
Veblen embraced an evolutionary framework of explanation along Darwinian lines.

Sections 1 and 2 of this essay discuss the genesis of Veblen’s evolutionary economics. It
is argued that his combined interest both in Marxism and in the principles of evolutionary
biology provided a crucial impetus. Section 3 examines the critique of conventional
economics in Veblen’s 1898 article. Section 4 concludes the essay.

1. Veblen’s evolutionary economics and the critique of Marx

Veblen’s intellectual revolution is attributed below to the years 1896-98. Before we
address the nature of that revolution it is necessary to outline in brief some of the debates
and issues that impinged on Veblen’s thinking up to 1896.! Darwin’s Origin of Spectes was
published in 1859 and had made a substantial impact. But in the 1870-1900 period, in
both America and Europe, Charles Darwin was rivalled in standing by Herbert Spencer.
Darwinism was itself in eclipse in the scientific community and in precise terms its
principles had little influence on biology or on ‘evolutionist’ social science (Bowler, 1983,
1988; Sanderson, 1990, pp. 28-30). Trained in physics and mathematics, and a brilliant
polymath and synthesiser, Spencer made a significant contribution to nineteenth-century
biology. Spencer’s development of a ‘synthetic philosophy’ led to a prolific series of
volumes consisting of an ambitious and highly influential synthesis of philosophy,
psychology, sociology and other disciplines.?

Along with many other nineteenth-century theorists, Spencer’s notion of natural
causation meant that explanations of social phenomena were reduced to individual and
then to biological terms. His Lamarckian conception of evolution operated ultimately in
terms of biological characteristics. Consequently, the speed of the underlying evolution of
the human organism constrained the pace of socio-economic development. Above all,
social evolution depended on ‘the rate of organic modification in human beings’
(Spencer, 1880, p. 366). ‘Respecting the essential causes of this social ransformation, it
must suffice to say that it results from certain general traits in human beings, joined with
the influences of their varying circumstances’ (Spencer, 1898, p. 53). For Spencer,
explanations of socio-economic evolution had to be reduced largely and ultimately to
changes in the human organisms that composed the population.

Hence, in modern parlance, Spencer was a biological reductionist. However, Spencer’s

! For an overview of several of Veblen’s intellectual antecedents, including Kant, Darwin, Spencer,
Sumner, Peirce, James, Bellamy, Marx, Schmoller, Tylor, Lewis Morgan and others, see Edgell and Tilman

1989). .
¢ 2 szothcr leading economist who came under Spencer’s spell was Marshall (1975, Vol. I, p. 109) who

recollected how ‘a saying of Spencer sent the blood rushing through the veins of those who a generation ago
looked eagerly for each volume of his as it issued from the press’.
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acceptance of the Lamarckian principle of acquired characteristics, meant to some degree
that acquired habits could be passed on biologically through genetic inheritance to the next
generation. In the Lamarckian scheme a more rapid evolution of the human organism was
thus presumed to be possible.

Veblen first read Spencer in the 1870s when he was a student at Carleton College
(Dorfman, 1934, p. 30). During the 1880s, and especially during his years at Yale
University, Veblen came under the influence of William Graham Sumner, a prominent
advocate of Spencerian evolutionary principles in the social sciences (Dorfman, 1934, pp.
43-6; Riesman, 1963, p. 19). Like many others, Veblen was absorbed by Spencer’s and
Sumner’s ideas of socio-economic evolution (Edgell, 1975; Edgell and Tilman, 1989; Eff,
1989; Murphree, 1959).

To some degree, Veblen stood aloof from the technical controversies in biology over the
possibilities or otherwise of Lamarckian-type inheritance. Initally, it was Spencer’s anti-
socialist politics that drew critical ink from his pen. Significantly, an early article published
by Veblen in 1892 addressed Spencer, and was ‘offered in the spirit of the disciple’
(Veblen, 1919, p. 387). However, in this work Veblen began to reject many of Spencer’s
arguments, including that on the question of the feasibility of socialism.’

Veblen took up a post at the newly formed University of Chicago in 1892 and remained
there 14 years, for what was the most creative period of his life. There he was influenced
by sympathetic and stimulating colleagues, including the friend and leading biologist
Jacques Loeb, by whom Veblen was informed of many up-to-date developments in
biology. Loeb advocated a particularly mechanistic and reductionist version of Darwinian
theory, arguing that all living phenomena could and should be ultimately explained in
terms of their physical and chemical constituents. Crucially, Loeb ‘appears to have helped
give Veblen his life-long credo that only a social science shaped in the image of post-
Darwinian biology could lay claim to being “sciendfic”’ (Riesman, 1963, p. 19). At the
same time, the influential biologist George Romanes insisted that Darwinism above all
meant causal analysis. Instead of taxonomy and the accumulation of facts, ‘causes or
principles are the ultimate objects of scientific quest’ (Romanes, 1893, Vol. I, p. 5).

Veblen had earlier been introduced to the writings of William James. The Principles of
Psychology (1890) proved to be a permanent influence on Veblen and on a great number of
thinkers at that time. Like Veblen’s former teacher Charles Sanders Peirce, James was
cridcal of Spencer, rejecting his perceived hedonistic utilitarianism in favour of an activist
and reconstructive conception of human agency, founded on habits and instincts.
Overall, Peirce and James sided with Darwin rather than Spencer, in part because of the
deterministic and mechanistic aspects of Spencer’s thought (Peirce, 1923, pp. 162-3;
1935, pp. 15-16; James, 1880). Although Peirce expressed reservations about some
aspects of Darwinism, he looked favourably upon its central principles of variation and
natural selection. For him, these were matters of ontology and logic. By contrast, Peirce
rejected Spencer’s mechanical philosophy for its failure to accommodate novelty and
chance. Similarly, James saw the Darwinian principle of variation as support for a belief in
the indeterminacy of the universe and the reality of human initiative. Both James and
Peirce ‘made use of Darwin to uncover spontaneity in nature’ (Russett, 1976, p. 77).
Although Veblen did not embrace all the radical consequences of these philosophical
arguments, there is no doubt that the ideas of James and Peirce had a formative and

! In later writings Veblen went further in his critique of Spencer. For instance, he noted the incompatibility
between Spencer’s atomistic individualism and a genuinely evolutionary and post-Darwinian conception of
socio-economic change (Veblen [1908], 1919, p. 192n). See Hodgson (1993, pp. 127-8).
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fundamental influence upon him, establishing Darwinism not merely as a biological but
also as a philosophical and methodological creed.'

Several related ideas coalesced together in Veblen’s examination of Marxism. While
editing the Chicago-based Fournal of Political Economy, Veblen frequently reviewed works
on socialism.? He was fluent in French and German and thus open to major Continental
European influences and developments. In a review of Max Lorenz’s Die Marxistische
Socialdemokrarie, Veblen noted that its author (Lorenz, 1896, p. 50) had found a crucial
defect in Marxian theory. Veblen (1897B, p. 137) wrote:

While the materialistic interpretation of history points out how social development goes on—by a
class struggle that proceeds from maladjustment between economic structure and economic
function—it is nowhere pointed out what is the operative force at work in the process. It denies that
human discretion and effort seeking a better adjustment can furnish such a force, since it makes man
the creature of circumstances. This defect reduces itself...to a misconception of human nature and
of man’s place in the social development. The materialistic theory conceives of man as exclusively a
social being, who counts in the process solely as a medium for the transmission and expression of
social laws and changes; whereas he is, in fact, also an individual, acting out his own life as such.
Hereby is indicated not only the weakness of the materialistic theory, but also the means of
remedying the defect pointed out. With the amendment so indicated, it becomes not only a theory of
the method of social and economic change, but a theory of social process considered as a substantial
unfolding of life as well.

Although the critical remarks of Lorenz and Veblen apply most of all to the less
sophisticated Marxism prominent at around the end of the nineteenth century, Marx
himself still lacked an adequate theory of human agency (Hodgson, 1996, 1999). Veblen
developed his criticism of Marxism in later works, albeit retaining a strong Marxian
influence in his thought (Veblen [1901A], 1919, pp. 313-4; [1906], 1919, p. 416; [1907],
1919, pp. 441-2).2 Veblen rightly argued that the mere class position of an individual as a
wage labourer or a capitalist tells us very little about the specific conceptions or habits of
thought, and thereby the likely actions, of the individuals involved.* Individual interests,
whatever they are, do not necessarily lead to accordant individual actions. As Veblen

! Note that the significant influence on Veblen of the psychologist and philosopher William McDougall
came later, after the publication of his classic work (McDougall, 1908).

2 The nature and subject matter of Veblen’s publications in the period betray his preoccupation with
socialist literature. According to the bibliographical list in Dorfman (1934, pp. 519ff.), Veblen published a
total of 21 items in the years 1893-1897 inclusive. No less than 17 of these were book reviews. In turn, 11 of
these 17 were reviews of books concerned primarily with socialism or Marxism. For details, see the Appendix.
Incidentally, it is very doubtful if an output of this nature, preoccupation and orientation would be sufficient
for Veblen to gain tenure in any department of any research-oriented university in the iate twenteth century,
despite the fact that Veblen’s work in those five years led directly to a tremendous intellectual revolution in
economics and social science.

3 The later articles modify the argument slightly, first by recognising (in 1901) that the theory of human
motivation in Marxism is largely one of rational appraisal of class interest. In 1906 and 1907 Veblen
claborates the point that the rationalistic conception of acton does not itself explain how people acquire
particular objectives, and also insists that what animates people is as much, or more, an outcome of habit and
native propensity as of calculated material interest (Veblen, 1919, p. 441).

* Although Veblen did not see class position as determining ideology, he did suggest that the machine
process of modern industrial society would help to inculcate mechanical habits of life and thought.
Neverthless, this proposition was generally qualified. For instance, Veblen wrote: ‘Of course, in no case and
with no class does the discipline of the machine process mould the habits of life and thought fully into its own
image. There is present in the human nature of all classes too large a residue of the propensities and aptitudes
carried over from the past and working to a different result. The machine’s régime has been of too short
duration, strict as its discipline may be, and the body of inherited traits and traditions is too comprehensive
and consistent to admit of anything more than a remote approach to such a consummation’ (Veblen, 1904,
pp. 309-10). This is far short of the technological determinism sometimes misleadingly atuributed to
Veblen.



Thorstein Veblen’s evolutionary economics 419

(1919, p. 442) pointed out, and as sophisticated Marxists such as Antonio Gramsci
(1971, pp. 163-5) later emphasised, the members of the working class could perceive
their own salvation just as much in terms of patriotism or nationalism as in socialist
revolution. The class position of an agent—exploiter or exploited—does not imply that
that person will be impelled towards any particular view of reality or any particular pattern
of action. Abram Harris (1932, p. 743) later suggested that what had been identified in
Marx’s writings was ‘the weakest link in his chain of reasoning’.

Veblen’s aforementioned 1897 ‘amendment’ to Marxism had a number of remarkable
features. In this short passage, some crucial and innovative elements of his reasoning can
be detected. First, Veblen rejected the proposition that the individual is ‘exclusively a
social being, who counts in the process solely as a medium for the transmission and
expression of social laws and changes’ (emphasis added). In other words, Veblen
dismissed the idea that the individual’s actions are explicable entirely in terms of socio-
economic circumstances. Note, however, that while Veblen rejected explanations
exclusively in terms of systemic wholes, he did not replace this doctrine with method-
ological individualism, and thereby attempt to explain socio-economic phenomena
exclusively in terms of individuals.! In his review, Veblen did not deny that a human is ‘a
social being’ or ‘a medium for the transmission of social laws and changes’. He simply
rejected an exclustve stress on social determination, and asserted that the human agent is
‘also an individual, acting out his own life as such’ (emphasis added). This suggests that
humans mould their circumstances just as they are moulded by them.

Second, Veblen emphasised the ‘causes and principles’ which Romanes and others had
earlier seen as central to Darwinism. The ‘materialistic’ interpretation of history lacked an
explanation of ‘the operative force at work in the process’. It did not explain how social
forces impel individual actors to think and act. Addressing this hiatus in his subsequent
work, and in line with his criticisms of both neoclassical economics and Marxism, Veblen
followed James and saw Darwinism as implying that ‘habit and native propensity’, rather
than rational calculation of material interest, motivated human beings (e.g., Veblen,
1919, p. 441).

Third, for Veblen in 1897, explanatons of socio-economic evolution must involve
individual agents as well as institutions and structures. However, the evolution of
individuality must itself be explained: ‘a theory of social process considered as a
substandal unfolding of life as well’. In subsequent articles, Veblen thus argued that
udlitarian and hedonistic explanations of human behaviour had to be rejected, in part
because they did not contain an evolutionary explanation of the origin of the assumed
behavioural characteristics. For example, the neoclassical assumption of given preference
functions side-steps an explanation of the origin and initial acquisidon of those
preferences. The assumption that individuals are selfish requires an explanation of the
evolution of selfishness. In general, postulates about human behaviour at the socio-
economic level themselves require explanation in evolutionary terms (Argyrous and Sethi,
1996). As Veblen ([1898B], 1934, p. 79) wrote with characteristic irony in a derogatory
passage on ratonal ‘economic man’:

! See below for an elaboration of this point. Veblen’s consistent critique of the notion that individuals
should be taken as given in social science undermines the precept of methodological individualism: that the
analysis of all socio-economic phenomena must ultimately be based on individuals. Methodological
individualism, strictly interpreted, ultimately requires the assumption that individuals are given (Hodgson,
1988). Note that, in describing Veblen as a methodological individualist, Rutherford (1984) uses a different
definidon of the term.
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But if this economic man is to serve as a lay figure upon which to fit the garment of economic
doctrines, it is incumbent upon the science to explain what are his limitations and how he has
achieved his emancipation from the law of natural selection.!

Fourth, the methodological injunction that a processual explanation of origin is
required led Veblen to conceive the individual in both biological and socio-economic
terms. Humans are biotic as well as social beings, so their biology cannot be ignored. A
viable social science must be linked with biology. This is another implication of Veblen’s
imperative that socio-economic evolution must be regarded ‘as a substantial unfolding
of life as well’. However, in contrast to Spencer’s grand synthesis, socio-economic
phenomena were not seen as reducible to the biotic substratum. The ‘theory of the social
process’ had to be compatible with, but also more than, the theory of the evolution of
human life.

2. The emergence of emergent properties

This leads us to another—probably decisive—influence on Veblen. In 1896, according to
Dorfman (1934, p. 139), the zoologist and philosopher C. Lloyd Morgan delivered a
lecture at the University of Chicago, key points of which were later published in his book
Habit and Instinct (1896).2 Morgan was Professor of Geology and Zoology at the
University College, Bristol, in England.?> Dorfman does not tell us whether Veblen
attended this lecture or was even apprised of its content, but the mention of Morgan in
this context must be for no other reason than to suggest a significant direct or indirect
influence. Arguably, Morgan’s presence in Chicago provided a keystone in the
architecture of Veblen’s theory of socio-economic evolution. Although it was some years
later that Veblen first referred to Morgan, it was with definite approval, showing that
Veblen was familiar with Morgan’s 1896 book (Veblen, 1914, p. 30n.).*

Lloyd Morgan was a vigorous Darwinian. In opposition to Spencer and other
Lamarckians, he contended that acquired habits are not passed on by genetic inheritance.
Previously, because of gaps in the theory of natural selecion, Darwin himself had flirted
with Lamarckian ideas (Bowler, 1988, p. 98). However, Morgan and many other

! Strikingly, modern evolutionary psychology confirms and elaborates this argument. The literature in this
area (Cosmides and Tooby, 1994A, 1993B; Plotkin, 1994; Reber, 1993) gives strong support to the ideas of
James, Veblen and others concerning the primacy of habits. The key argument in this modern literature is that
postulates concerning the rational capacities of the human brain must give an explanation of their evolution
according to established Darwinian principles of evolutionary biology.

2 Lloyd Morgan should not be confused with Lewis Henry Morgan, the famous nineteenth-century
anthropologist who greatly influenced both Veblen and Frederick Engels.

3 University College, Bristol became the University of Bristol in 1909, and Lloyd Morgan remained a
fixture of that institution for his entire life. In his later career, Morgan turned increasingly to philosophical
issues and was a pioneer of the modern philosophical concept of emergence (Morgan, 1927, 1933). In fact, it
was Morgan who coined the term ‘emergent property’. For this reason he is remembered by modem
philosophers of biology such as Mayr (1985). His work also influenced, among others, Whitehead (1926,
p. xxiii) and McDougall (1929, pp. 240-8).

* The likely influence of Morgan on Veblen in the late 1890s may be detected in several passages from
Veblen’s Theory of the Leisure Class, the soon-to-be famous book that Veblen was writing at the time (Veblen,
1899, pp. 188, 190-2, 220). Sec also Veblen (1914, p. 18). These should be compared with Morgan (1896,
p. 340) quoted below. However, without any explicit mention of Morgan by Veblen in the 1890s, this
evidence is not decisive. What is clear is that from 1897—in his review of Labriola’s book quoted below—and
in subsequent writings, Veblen made institutions the objects of selection in socio-economic evolution. This
dating is consistent with the presumed effect of Morgan’s pronouncements in Chicago in 1896. One of the
few scholars to notice the strong influence of Morgan’s writings on Veblen is Tilman (1996, pp. 73-5,
79-83).
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Darwinians had become more resolute in denying the possibility of such inheritance,
especially after the publication of August Weismann’s (1893) influential work.

This Darwinian stance created an apparent paradox: despite tremendous advances in
civilisation and technology in the last few millennia, in biotic and genetic terms humankind
had evolved only to a very slight degree. Genetically, humans had changed very little
in the centuries that had wimessed enormous advances in science, technology and
civilisatdon. To nineteenth-century intellectuals infused with ideas of biological deter-
mination, how could such a mismatch be explained?

In contrast, Lamarckian thinking denied this genetic conservatism and thus escaped
the problem, by insisting on the possibility that newly acquired habits and other
characteristics could readily be passed on genetically from generation to generation.
Lamarckians thus saw the development of civilisation as paralleled by the rapid develop-
ment of the human genotype or organism. As we have seen, Lamarckism permitted a
reductionist explanation of socio-economic development in biological terms, as
exemplified in Spencer’s work.

Rejecting Lamarckism, Morgan then asked: If human beings had evolved only slightly
in genetic terms, then what had evolved in the last millennium or so of human society? In
this period, human achievements have been transformed beyond measure. His answer to
the puzzle was as follows:

This is that evolution has been transferred from the organism to the environment. There must be
increment somewhere, otherwise evolution is impossible. In social evolution on this view, the
increment is by storage in the social environment to which each new generation adapts itself, with no
increased native power of adaptation. In the written record, in social traditions, in the manifold
inventions which make scientific and industrial progress possible, in the products of art, and the
recorded examples of noble lives, we have an environment which is at the same time the product of
mental evolution, and affords the condition of the development of each individual mind to-day. No
one is likely to question the fact that this environment is undergoing steady and progressive
evolution. It is not perhaps so obvious that this transference of evolution from the individual to the
environment may leave the faculty of the race at a standstill, while the achievements of the race are
progressing by leaps and bounds. (Morgan, 1896, p. 340)

Morgan denied the Lamarckian view that socio-economic evolution proceeded by the
acquisition of new habits, which could then be passed on by human genetic inheritance, as
well as by imitation or learning. Morgan’s Darwinian understanding of evolution led him
to promote the idea of an emergent level of socio-economic evolution that was not
explicable exclusively in terms of the biological characteristics of the individuals involved.
Evolution occurred at this emergent level as well, and without any necessary change in
human biotic characteristics. Accordingly, the crucial concepts of emergence and
emergent properties were liberated by the Darwinian insistence of a barrier between
acquired habit and biotic inheritance. The biological and the social spheres became
partially autonomous, but linked, levels of analysis. In later works, the philosophical
concept of emergence was developed by Morgan and others influenced by him.

In Morgan’s view of human evolution, the emergent level was the social environment.
As this environment itself evolved, the Darwinian process of natural selection brought
about slight changes in the human organism. Slow, phylogenetic evolution (involving
changes in the genetic material) was thus possible. However, these phylogenetic changes
were too gradual to play any significant influence on social evolution itself. Nevertheless,
the rapid changes in the social environment were a moving target for the ontogeneric
development of each human individual. (Ontogeny is the development and growth of a






