VEELEN,

PRESTIGE, AND SUBSISTENCE ECONOMY

i T

H, Jerome Cranmer ke
Gensral Economle History
30 Decembsr 1548




In makinzg his distinction between industrial and

o

L“-ﬁdﬁﬁé&gial pursults Veblen was influsnced by his cbservatlon

of contemporary econcmic cenditions, His formative years
had been spent amid the western protest of the Popullst
period, when outery apalnst eastern finaneial control of loecal
bugsiness, of the market for farm products, and ebove all of the
railroad monopolies was at its peak., He saw the extent te whilch
gontrol by these groups inhibited economie production and he
fournd himself unable to reconcile his owm observation and
sxperience with received economic theory. His dichotomy
between industry ard business was an effort to correet the
prevailing views as to the beneficence of unregulated competition
and the benefit to society of allowing the buslnessman his head.
The pecuniary employments, according to Veblen's dise
tinetion, are those which operate in the market. By "market"
Veblen means the dominating capital market and the operation
and caontrol of industry for profit. In using the term "ecapital"
he has in mind the capitalization of advanta&ges or an income
stream, not the conception of industrial equipment for the
material welfare of the community.
The theory which Veblen was attacking drew a distine-
tion between persons, not between funetions, so that the
captain of finance waz both master and businessmen. Veblen
acknowledged that upon those rare cceaslons when the financeer

comes put of the directors' room and acts as a director of the
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actnal physical instruments of production he may be ascribed

a productive function. However, these occaslons are rare
indeed and the flnasnceer's prineipal aetivity iz foday purely
fiseal and finaneial. The judgements of theoreticians place
great value upon this pecunlary functlon because of a mistaken
Norganie concept"” of the businessman's functlon in socisty.
Thoorists are not able %o distinguish between the beneflicent
industrial maragement function and the non-productive financlal
one. A concomltant misconception 1s that of money and other
claims to wealth as being ldentified with real capltal.

Veblen sees the finenceer's aetivity as characterized by
the real-estate agent and "the closely related business of
promoters and boomers of other than real-estate ventores.™
In these buying and selling activities, the financeer may profit
by promoting or imhiblting productlve efflelency or by letting
the management of produetion remain in the hands of industrial
enrineers. Under a market economy (where market 1s taken to
mean the eapltal market, etc.) the eriterion of success, indeed
the sine gua non of business existence, is pecunlary profit, not
industrial efficiency. The strusgegle is not for industrial
efficiency, but is for pecuniary gain, which is not an inevitable
concomitant of superior industrlal efficieney. Improvements in
technology originate with men in the industrial pursults and it
is only after they have proved to be effective as Instruments

for inereasing pecuniary rewards that the financeers alleow their
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implementation. Thus peeuniary profit and business success
are not necessarily indleative of serviee to the community
through efficient production., Indeed, they are far more
frequantly indiecative of gquite the oppozite.

"Heither immediately in his purely pecuniary traffie,
nor indireectly, In the business guldance of Industry through
hls pecuniary traffic « » » can the undertaker's dealings with
his pecuniary capltal be acecounted = productive occupation.”
The galin that the flnanceer derives from his capltal results
from "vendiblllity" not serviceabilitfy. He seeks not to produce
the greatest volume of goods at the lowest economle cost as the
economie theorists wonld have us belleve, bul seeXs rather to
produce as cheaply as possible a saleable product.

In comparing Veblen's distinetion with the econcepts
of subsistence and prestige it should be pointed out that
VYehlen failed or refused to perceive any of the funetions which
the necuniary occapations perform in a market-integrated scclety.
Such elementary contributions as the ereation of time and place
utility are accomplisked by the buying'and selling of zoods.
Provigion of investment funds for expansion of physical capital
goods is accomplished and regulated In the capital market.
Buying and selllnz of goeds in the market glves direction to
industrial production through the reflection of demand on price.
Buying and selling in the market, under competitive conditions,

provides a mechanism for the allecation of rezources.
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J. ¥, Clark, in comm=nting on Veblen's dichotomy,
gaid, "A far fruer statement would seem to be that the organ-
izing of human efforts invelves twe sets of functions, one
teehnical, the other concerned with gliving the technical
efTorts necessary directlon and guidance . . . Can social
efficlency be orepanlized on a technical basis alone?" And
certainly under a market system of social organization such a
distinetion of funections 1s valid.

Most significantly, Veblen falled to realize that the
institution of the market, through buying and selling of the
factors of production--land, labor and capital--provides, Iin
the income which the factors receive as their price, a
mechanism by which distribution of goods is accomplished.
Prices which the factors receive provide ths income out of
which consumption goods are purchased or investment funds
agcenmulated,

Thus all cccupations, industrial as well as pecuniary,
engage 1n buying and selling, and it 1s by this buylng and
selling that our market soclety 1s integrated. Boelety 1s
integrated not by industrial activities, but by the pecuniary
getivities., This function of the market mechanism was not
paerceived by Veblen.

Turning to the concepts of snbsistence and prestige in
primitive economy, the term subsistence ceconomy means "the
exploitation of the plentiful natural resources avallable %o
any industrious individual®. This is economie in the substan-
tive sense of the term; it deals with man's materlal want

satisfactions in obtaining a livelihood. "Prestlge esconomy on
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the other hand, (means) a series of soeial prerogatives and

status values," DuBois'! most emphatliec statement in regard to
the Tolowa-Tututni tribes came in regard to money or ftreasure:
UThe significant point in the sconomic 1ife of these tribes 1s
that their mcnies served as a medium of exchange primarily in

the realm of prestiga accnomy rather than subsnstence economy.
Exéhawge of subslstence goods Was upondaxbartur basis in which
money was not used as a mesasure of value or as a medium of
exchange. Money wﬁﬁ"q@p%pyggHgglgwin_thsqpreaxigﬁw§x§p§@1"
Wealth and éégiél statns were associated, but wealth did not
gonsist of goods for material want satisfaction. Wealth
possessed only a minimum consumptlion value and could not be
nsed as a claim upon subsistence goods.

Tha significant point here 1s the separation of the
aubaistence economy from the prestige system. Money as a claim
upon goods, wealth or treasure is recognized only in the prastige
sconony. There is no indlieation that money was ever important
in determining whether a man was well or poorly fed and housed,
In other primitive tribes subsistence wealth becomes a prestige
glemant through the institution of the potlatch feast, through
ostentatious display of food, and so on. Thus prestlge, wealth,
and the =subsistence economy are linked; but they are not linked
by money; they are not linked by treasure or wealth acting as
a medium of exchange. Pogsesslon of wealth may £ix an individual's
status in soelety and hls prerogatives, but it does not constitule
a valid elaim upon subsistence goods or upon the labor of others--

except as these arise as prerogatives accrulng t¢ the soecial
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position bo which wealth entitles one.

How far can Veblen's concepts bhe identified with these
ideas of subsistence and prestige?

Certailnly the prastire system of our society 1ls based
upon the peeuniary employments as concelved by Veblen and assoc-
iated with the lelsure class. And certainly the ogualities of the
businessman are the qualities deemed most desirable by a market
soelety--ruthlessness, materialism, practicallity. DMoreover, in
splte of the protestations of sconomie theorists, the aims of the
businessman are not exclusively the maximization of profits, but
the acquisition and control of industrial and financial power,
the creation of economic emplres great beyond the needs of indus-
trial efficiency or monstary profit., These are motivations of
prestige and are relevant to the pecuniary pursuits.

Veblen's industrial pursuits correspond te the subsistence
econony of the primitive tribe, Both concepts concern producticn
of goods; they are both economiecs in the substantive sense. Moti-
vatlon in the industrial pursuits 1s largely a result of the "in=-
stinet of workmanship," said Veblen, and an article 1s valued, not
for its vendibility, but for the amount of labor and technigume which
has gone into its ereation. This concept of the "instinet of worke-
manship” acecords with Malinowski's evidence upen the valuwatlon of
industrisl goods in the Trebriands, where an artiele is wvalued be-
cause of = disproporticnate amount of labor that may have gone into
its fabricatlion, or where gardeners labor in their plots, weeding,
fencing, decorating, pruning, to a degree far beyond that necessary
to produce the crop, Thls Veblen would have adduced as primitive

evidence of his workmanshlp concept.
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This indication of the area of agreement between
Veblen's dichotomy snd the prestige-subsigtence dlstiretion does
net prove their identity, however. The most significant con-
sideration in their comparison i1s one of disagreement, Thils
point concerns the relationship between the prestige system
{ and the subsistence eﬁonomy in primltive socletiss and in the
| modern, market system. In the firsi, preatige and subsistence
i are separate ard distinct elements of a soclety. In our economy
they are identical,

A prestige system, in which social status and prerogatives
are based upon the possession of wealth, 1s built upon the
assumption of seareity of the means of accomplishing prestige
ends, Were the mearns not scaree no hierarechy of graded elasses
contld be bullt up. Thus the prestige syaten developes econvens
tionally accepted means and ends for playing the prestige gane.
These means are gscarce. The assumption of secarce means for the
satisfaction of graded ends constitutes formal economics, But
in primitive societles these means are not the poods necessary
for the satisfaction of nman's subsistence needs. The prestige
g&yfﬁiﬁupgt p}ﬁgg@mgqmsgyﬁ;stence”gﬂpﬁﬁf Wealth,‘zﬁé-ééﬁgéi‘;f
ﬁ?estige, does not of itseifléﬁﬁé£itute a c¢claim upon subsils-
tence goods or upon the labor of individuals,.

In the market system with which Veblen was concerned

the subsistence economy 1s identieal with the prestlige system,

and no such dichotormy of prestige and subsistence exists, Ilere
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the scarce means ineclude subsistence goods, Wealth is not
limited to conventlonal prestlge symbols, but iancludes the
material goods for man's very existence. These goods having
become counters In the prestige game they must also now
partake of the scarecity inhering ia that system.

Thils uniting of the prestige and subslstence syatems
in the market economy has been accomplished through the use of
money. Money is now both 2 symbol in the prestige system and a
valid claim upon subsistence goods as well as upon man's labor.
From merely "a device for dealing in a ;imited set of soecial
recognitions” among the Tolowa and Tututni, money has become the
essential-mediom through which our subsisience economy funetions
and is the essential element of our prestige gystem as well.

Thus the industrial and pecuniary ceceupations of
Veblen, if taken as the maricet soclety's counterpart of subsis-
tence and prestige, cannot be identified with those elements
in primitive society because of the vastly different relationship
which exists between them in primitive and market societles.
In the primitive soelety they are separate and distinect elements;
in our modern market society they are united, and their union
hag been aceomplished by money through its operation in both

realms of our society.
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