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THE SOCIAL POINT OF VIEW IN 

ECONOMICS. II 

SUMMARY 

1. " Public point of view" v. "' social point of view," 293. II. 
Value and the social point of view, 29(4.- Relativity of value, 29(6. 
Relation to exchange, 297. - Determination of value, 299. - Market 
v. normal value, 303. -Elasticity of demand, 305.- II. Wealth 
and the social point of view, 306. - The lefinition of wealth, 308. - 
IV. Production and catpital from the social point of view, 310. - The 
individualist's concrpt of production, 311. False assumptions con- 
cerning society, 312.-The "entrepreneur viewpoint," 314. -The 
technological basis of pr1oduction, 316.. V. The scientific character of 
the social-individual point of view, 319. 

IN the preceding article I raised the question, What 
is meant by " the social point of view " ? The answer 
was far from simple. Four main concepts of society 
confront one, with various sub-varieties; while, what- 
ever concept of society is taken, one can look at things 
either through the eyes of an individual member of that 
society or from the standpoint of the society as a whole. 
If one takes the standpoint of society as a whole, one's 
" social point of view " depends upon whether society 
is considered as a sum of mechanically related individual 
atoms, or as an organism dominating the parts, or as a 
more or less consciously co6perating group of interde- 
pendent individuals. In a similar way, if one's " social 
point of view " be taken to mean that of an individual 
in his relation to society, it will be very different in case 
the individual is a self-determined atom, a dependent 
organ, or a mutually determining and determined 
member, - independent and dependent. I reached 
the conclusion that the last is the true concept of 
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society, and that the most expedient application of this 
concept is to take the angle of vision of an individual 
who is a true part of society so conceived. Thus I 
arrived at the " social-individual point of view." 

I. " PUBLIC " V. " SOCIAL 

Before taking up the proper burden of this second 
article, one point must at least be touched upon,that 
might well have been discussed before. This is the 
relationship between the " public " and the " social" 

points of view. Now, the meaning of the former lies 
in the mind of the thinker, but generally the " public 
point of view " means the point of view of the people of 
a government, -a nation or other political unit. As 
everyone knows, a government or a nation is not the 
same as a society, nor is it so fundamental. To bring 
out the difference in a concrete way, take the concepts 
of "public wealth" and " social wealth." By the 
former expression, the wealth of a government is gen- 
erally meant,-- " public property." The idea of 
ownership by the collective body of the people of a 
political group is conveyed. Even if used more broadly, 
it must mean the wealth of the people of a government. 
By " social wealth," however, we mean all wealth that 
is consistent with society, and include part of " private 
wealth " as well as " public wealth." A more real and 
living --tho less tangible -relationship forms the 
basis of society. Society and individual are one in 
a sense that cannot obtain in government, - unless 
government and society concide. Perhaps public v. 
private should be the main line of division in " Political 
Economy " and " Nationaloekonomie "; but for the 
science of economics the distinction between social and 
individual is more important. 
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In the following pages, the attempt will be made to 
make some consistent and practical application of this 
point of view. It will be applied to some of the chief 
economic concepts, - value, wealth, capital, etc., 
with the purpose of arriving at definitions rationally 
based and consistently applicable, for such definitions 
are now all too rare. Incidentally some criticism must 
be passed upon ideas which the conclusions of this study 
would supersede. 

II. VALUE AND THE SOCIAL POINT OF VIEW 

First, it may be well to take up the most important 
economic concept, value. The most obvious question 
is, What is value ? And here, at the very threshold of 
the analysis one meets the confusion that comes when 
scientists proceed from different points of view without 
appreciating the difference. After more than a century 
of thought and discussion, economists do not agree as 
to what value is. 

The only point of difference I will mention here 
concerns the relativity of economic value. While a 
majority of English speaking economists have thought 
of value as a relative thing or ratio, there are those 
who consider it to be an absolute thing or positive 
quantity. For example, a recent writer states the case 
as follows: 

The doctrine of relativity has characterized the teachings of the 
English School, of the Austrian (except Wieser), and of many of the 
more eclectic followers of each in this country. It will appear later 
that this relative conception follows naturally from their individ- 
ualistic method of approaching the subject. The essence of the 
relative conception of value . . . comes out in the statement . . . 
that, while there can be a general rise or fall of prices, there cannot 
be a general rise or fall of values. . .. Vastly more than terminol- 
ogy and definition is involved. Is value a quantity or a relation ? 
Is value a thing which determines causally exchange relations, or is 
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value determined causally by them ? To the writer, the former 
conception seems a logical necessity. Value as merely relative is a 
thing hanging in the air. 1 

In one thing this statement is clearly correct, namely 
the fact that the difference finds its origin in the dis- 
tinction between individualism and societism. But 
the writer quoted seems not to appreciate that he him- 
self, as a societist of that extreme type which regards 
society as an organism,2 may be swinging too far in an 
opposition to individualism. 

Is the logic of the case not as follows ? Society, when 
considered as an organism, would not be concerned with 
voluntary and self-initiated exchanges among the in- 
dividuals (?) who compose it. The idea of motivation 
in an exchange relation, therefore, would not be essen- 
tial; and, as a result, to the organismic thinker value 
appears to exist apart from and prior to exchange. It 
appears to be in a sense absolute. It is thought of as 
an independent quantity. On the other hand, the 
individualistic thinker centers his attention upon the 
relations that arise among freely exchangingindepen- 
dent individuals, and the result is that he deals pri- 
marily with exchange values which he considers as en- 
tirely relative, - as ratios. The motivation lies entirely 
in the comparison of net utilities involved in an exchange 
relation. 

But if neither of these points of view can give the 
truth, and the social-individual standpoint can, let us 
apply it, to discover the error and the truth. In the 
first place, individuals are in fact concerned, and any- 
thing that will normally motivate economic activity on 
their part may be considered. They are concerned with 
exchanges among themselves, in which the relative 
importance of the things exchanged is the deciding 

1 Anderson, Social Value, pp. 17-18. 
2 See the preceding article, in this Journal, Nov., 1913, p. 124. 
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factor. This the extreme societist will not see. In the 
second place, as social individuals they appreciate some- 
what their interdependence as exchanger and ex- 
changee. In any event, the economist must see that 
their feelings and desires are in part molded by common 
experiences and customs, and by imitation, - in short, 
by social relationships. This the individualist forgets. 
The conclusion, then, is that values are relative, but 
that the relativity is not the relativity of unrelated or 
independent parts. It is a social relativity. 

The writer cannot escape the conclusion that in the 
very nature of things all " values " are essentially rela- 
tive. In the field of ethics is this not the case ? Right 
and wrong (ethical values) are involved only when a 
choice between courses of action is presented, and no 
absolute quantity of right or wrong exists. So in 
economics it is not until a choice is presented that one 
values things. If a good is free, the issue is not pre- 
sented. If it has absolute utility there is no choice. 
Between these extremes lies the range of valuations. 
Furthermore, it appears that the comparison must lie 
between qualitatively different things or acts. Mar- 
ginal utility is not value, because there is no choice, but 
merely a necessary degree of utility fixed by the number 
of units of a single kind of good. But if comparison of 
marginal utilities of different goods arises, then we at 
once enter the realm of value. 

This leads to two further criticisms of the organismic 
thinker's position on value. First, he confuses sub- 
jective with objective value; second, he confuses ex- 
change with the conditions that cause exchange. He 
says that many economists have thought that value is 
caused by exchange and determined by exchange; and 
he proceeds to argue that the amount of value is not 
determined by the particular exchange ratio, and is not 
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changed every time a new comparison is made.' (I 
believe that no economist ever thought value to be 
caused by exchange and probably few have thought it 
determined by exchange, - if for no other reason than 
that they have made no such distinction. They have 
often taken the cause for granted, and have proceeded 
on the correct idea that the conditions that cause ex- 
change are related to those that cause value.) 

Roughly, the process of value causation is this. Tak- 
ing his emotional-volitional state for granted, the in- 
dividual having a want perceives an object, feels his 
dependence upon it for the gratification of that want, 
and imputes utility to the object. More or less con- 
sciously, he directs effort towards securing the object 
and in doing so feels or perceives the limitations of 
supply. His want thus becomes a desire, and he im- 
putes a degree of utility to a unit of the object. This 
measures its subjective " worth " to him. Meanwhile, 
other objects with other degrees of utility have entered 
his consciousness, and he cannot escape a choice and a 
comparison of their marginal utilities. As a result, he 
ranges them in a scale, - he values them. But as yet 
this is all subjective. Now, when he comes into con- 
tact with other individuals he finds different subjective 
worths or degrees of utility imputed to the same ob- 
jects; but, more than this, he finds these objects are 
ranged differently in the value scales of other individu- 
als, and in this fact lies the immediate cause of exchange. 
When the potential advantage of exchange is realized, 
- and the individual is to that extent socialized - the 
exchange occurs, and in the process objective value is 
imputed to the goods concerned as the quality or power 
of commanding other goods in exchange. Thus, ex- 
change is caused by a realization of differences in sub- 

1 Anderson, above cited, pp. 23-24. 
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jective values (relative). Exchange value (objective) 
is caused by the existence of the same differences, but 
only emerges and becomes determinate in exchange. 
It is, therefore, equally wrong to say that value is deter- 
mined by exchange and that value determines exchange; 
tho the latter is more suggestive of the truth. Value is 
caused and determined by the conditions that determine 
the exchange. It emerges in exchange and measures 
the rate of exchange. 

In his natural desire to reach an absolute value, the 
organismic thinker is prone to confuse utility and value, 
and to be content with subjective value. Thus, all 
through the work referred to, statements are made an(d 
objections raised concerning what is called " value,' 
but which is really "marginal utility." Thus the 
author says: " Gold and milk must be, then, cornm en- 
surable quantities, i. e., must have a common quality. 
present in each in definite quantitative degree, before 
comparison is possible, or a ratio can emerge. This 
quality is value." 1 This is unexceptionable till we come 
to the saltus by which it is concluded that the quantita- 
tive quality is " value." If the vast majority of econo- 
mists use the termL value differently, is it not daring to 
say that what they call marginal utility shall be called 
value ? Yet that is what the statement just quoted 
amounts to; for most economists have long agreed that 
the commensurable quantitative concepts are marginal 
utilities, but that " values " are relative. No one says 
- as Professor Anderson seems to think - that value 
(objective) is a ratio the terms of which are value (objec- 
tive), and just as quantity and mass are the terms of 
weight, so utility and scarcity are the terms of value. 2 

Anderson, Social Value, p. 21. The italics are Professor Anderson's. 

Cf. ibid., p. 22. Professor Anderson certainly does a great service in revising our 

concept of utility and its relation to value, but his work as a whole is vitiated to no 
small extent by setting up a man of straw, in the shape of value, which is really not 
value. Upon this straw man he wastes too large a part of his acute criticism. 
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The analogy with weight, indeed, serves to illustrate 
the relativity of value and the difference between ob- 
jective value and subjective value. In weighing, we 
have the pound weight and the thing weighed, - two 
different things, but both acted upon by the force of 

gravity (whatever that may be !). What we seek is a 
relation between the two. The weight of the thing 
weighed is this relation, is it not ? If it weighs 2 lbs. 
it is related to the 1 lb. weight as 2 is to 1. " But," 

you exclaim, " Why ? Is it not because it has an abso- 
lute weight of 2 lbs. ?" The answer must be; No; 
both weight and thing "weighed " have mass which is 
acted on by gravity. They are heavy - that is all. 
But weight, as a quasi-value concept, means a relation 
between the two. Heaviness is like utility; weight is 
like value. 

If economists have differed in their ideas concerning 
what value is, it goes without saying that their treat- 
ment of the determination of value has not been uni- 
form. A marked point of difference, and an occasion 
of no little inconsistency, appears on the question of the 

independence of values and prices, that is, the question, 
Do prices react upon demand and supply in such a way 
as to make it impossible to say that demand and supply 
determine value ? This question is also connected with 
a lack of clarity in the distinction made between normal 
value and market value. Here, again, it is the writer's 
conclusion that the trouble lies ultimately in a failure 

clearly to distinguish between social and individual 

points of view; and that the remedy is to be found in 
the clear-cut application of the social-individual con- 

cept. 
The problem of value as dealt with in economics is a 

social problem in the sense that values are objective 
facts which occur in society. There are, however, at 
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least two extreme and erroneous ways of approaching 
the problem. The one, starting with the individual, 
may be called the lonely-individual method; the other, 
starting with society may be designated as the lost- 
individual method. The one way, as it were, begins 
by analyzing society into separate individuals; the 
other by fusing individuals into society. The one, as 
we will see, leads to value-determined values; the other 
to non-measurable absolute values. The explanation 
is as follows. In beginning with an assumption of a 

society in which the individuals are lost in and subordi- 
nated to an organic entity, a situation is established 
which has already been pretty clearly indicated. One 

great unit dominates the valuation process; values are 

absolute, and are not really expressed in objective ex- 

change value; to the individual they must seem fixed 

things, made above and in spite of his will. Thus, from 
the point of view of an individual who is conceived of as 
a part of an organic society, value (social) determines 
value (individual). This method of approach, how- 

ever, has neither been so fully worked out nor so com- 

monly adopted as the individualistic method. In 

beginning with unrelated individuals, the individual 

appears as a lonely non-social fragment, acting freely 
and higgling with other individuals in much the same 

way that a steer in a herd of stampeded cattle struggles 
to get on. He does not appreciate the reciprocity of 

exchange, nor the fact that both parties to an exchange 
must normally gain or exchange will decline. It is 
therefore impossible to get the causes of value, for there 
is no way correctly to put the unrelated individual 
valuations together to comprise the whole situation. 

To the lonely individual, as to the member of an 

organic society, values (as expressed in prices) appear 
to be fixed facts with no relation to his own subjective 
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states of consciousness, whether of utility or sacrifice. 
His subjective values appear to cut no figure in the 
situation. He merely buys or sells different physical 
quantities of this or that material according as " the 
market " registers a low or high value. Values are 
merely relative, for the interrelations of causal forces 
are unseen. Exchange seems to be an ultimate thing. 

To make the situation, to which this way of approach- 
ing the value problem leads, clear, we must observe the 
assumptions concerning " demand " and " supply" 
that it involves. We find that by demand is meant 
quantity demanded at a given price. Price (expressing 
exchange value) is the determining factor, and demand 
appears in the shape of quantity of commodities or 
services, -bushels, bales, tons. The amount of this 
"demand " is determined by an adjustment of indi- 
vidual demands to a somehow existing market price. 
The " demand curve " is traced by a series of points 
which express a relation between price and quantity. 
On the other hand," supply " is taken to mean quantity 
put on the market at a given price. This, too, is de- 
termined by price; and the " supply curve " is formed 
by a series of points which express the relation between 
price and quantity as formed in the minds of individual 
sellers. Thus the final upshot is an arithmetic ratio 
between quantities, and we get an " equation of supply 
and demand." But why is there any equation at all ? 
Why any price ? The question of causation and ulti- 
mate determination remain to be answered. 

This question leads to an examination of the problem 
upon the assumption of a conscious-commonness 
society, when we logically take the social-individual 
point of view. This way of approaching the value 
problem is quite different from the preceding. The 
individual, instead of being lonely or lost, - instead of 
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being an unrelated and externally determined unit in a 
mechanical mass of individuals, - is one of an interre- 
lated, mutually determining group. To him, goods and 
services have certain subjective values based on utility 
and scarcity, and he acts in accordance with those sub- 
jective values. As a result, value is not a fixed environ- 
mental fact, but is one which his estimates have had a 
share in making. The several valuations of the individ- 
uals in the group concerned are, as it were, fused,- 
socialized. Tho to the individual it seems that values 
are determined by forces other than individual valua- 
tions, the truth is that they are determined by the 
valuations of himself and other individuals. 

Looking at value in this way, demand is taken to 
express the totality of the situation presented by the 
fact that there is a group of individuals who have de- 
sires, which, while interrelated in complex ways, differ 
in intensity and effectiveness.1 It is based, not on 
price, but upon desire as modified by purchasing power 
and volition; and it depends chiefly upon the intensity 
of desires and amount of purchasing power. Accord- 
ingly, the demand curve is determined by points which 
express a relation between utilities and quantities of 
material units, i. e., the curve is composed of subjective 
values. Marshall's term, " demand prices," may be 
used to designate them. Similarly, supply is that 
totality of situation presented by a group of different 
sellers' estimates, or " supply prices." Both demand 
and supply are independent of price and rest upon 
fundamental individual values. 

Value, then, is determined by demand and supply, 
not supply and demand by value, - in that the contem- 
poraneous existence of demanders and suppliers en- 
ables us to construct social scales of " demand prices 

1 The wealth-distribution complication may be ignored for present purposes. 
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and " supply prices " that are based upon the more 
ultimate utility and disutility factors. 

It will be observed that these schedules or curves of 
buyers' and sellers' estimates, if true, involve the idea 
of the social-individual. The addition of individual 
buyers and sellers at any point affects the whole situation, 
no matter how slightly. All are interdependent, -not 
atoms. 

We are now in a position to answer the queries that 
arose at the conclusion of the paragraph on value deter- 
mination from the individualistic point of view. The 
reason back of market " equations " would appear to 
be the existence of values which are caused in the way 
just outlined. Individuals buy on the market when 
prices are low because their individual demand prices 
are higher than those of the marginal buyers and sellers 
at the time being. In other words, low prices are prices 
that are low relatively to normal prices as determined 
by ultimate demand and supply forces. 

The distinction between normal and market values 
has become entangled with this question of individual 
and social value, and very frequently one finds that 
market value is more or less consciously associated with 
the individualistic point of view. It is in the deter- 
mination of market value that the circular reasoning 
which insists that values must be considered in deter- 
mining values is most often met.1 Indeed, it is only 
here that this doctrine is plausible; the reason, as 
already noted, being that to the individual market prices 
seem to be determined by forces other than individual 

1 In Professor Irving Fisher's Elementary Principles of Economics, which recently 
reached the writer, he finds the first clear statement of the difference between market 
demand and what Fisher calls "schedule demand" that he has seen. Fisher's 

treatment, which is similar to the one used by the writer in his classes for several 

years, should be generally adopted. Already Professor Davenport has followed him 

(Economics of Enterprise, p. 49, note). Of course Professor Marshall long ago pre- 
pared the way for improved analysis. 
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valuations, and market fluctuations seem to be due to 
super-individual conditions. Is it not a relic of indi- 
vidualistic economic thought that leads us to take 
market prices for granted in discussing the determina- 
tion of those prices ? The real distinction between 
normal and market value is that the latter is not based 
upon ultimate forces, and consequently is a point of but 
temporary equilibrium. The question of ultimate caus- 
ation is not raised when such market forces as manip- 
ulation, port receipts, ginning statistics for the month, 
etc., are spoken of. The totality of supply and demand 
conditions is forgotten and attention is fixed upon 
immediate conditions. It is as if the gaze were cen- 
tered upon the immediate locality of the intersection of 
the supply and demand curves, with no regard for the 
paths by which those curves came to the crossing. The 
individual buyer is thought of as looking at the price 
fixed for the marginal pair, and saying, " At that price, 
I'll buy 1000 bales"; and it is forgotten that his 
demand price for 1000 bales, being higher than the 
price, was influential in determining the intersection of 
the curves. When A says he will buy 1000 bales at 
ten cents, he means that if prices should drop to ten 
cents, they would coincide with his demand price for 
that quantity. He would then buy because his demand 
price is no less than sellers' supply prices, not because 
the price is ten cents. In a similar way, the individual 
producer who takes price into consideration in putting 
his goods on the market is merely comparing his individ- 
ual supply price with the marginal supply price. And 
all the time price is what it is because the schedules 
of buyers' and sellers' money estimates (social-individ- 
ual demand and supply schedules) come to an equilib- 
rium indicating the maximum number of exchanges to 
be available at that price. Inasmuch as we are not 
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concerned with ultimate causes when we are discussing 
so-called market values, it is not impossible to regard 
the existing price situation as an immediate factor in the 
determination of ensuing prices. The results will not 
be incorrect; for we are analyzing correctly what has 
been built up, and if we work accurately we reach the 
same destination by the back door. My point is that in 
so doing we are constructing our demand and supply 
curves as if the various individual estimates of which 
they are composed were isolated, and that we are thus 
reaching no ultimate explanation of value determina- 
tion. 

A clear manifestation of this confusion may be found 
in the treatment of elasticity of demand. Consistently 
enough, those writers who take the individual point of 
view define elasticity in terms of price, calling a demand 
(quantity demanded) elastic which varies sharply with 
change in price.1 On the other hand, some few have 
seen that the truer concept of elasticity is to be based 
upon a price-determining factor, supply, and have de- 
fined an elastic demand (scale of demand prices) as one 
in which demand prices vary little with changes in 
quantity supplied.2 This definition has been substitu- 
ted for the less fundamental one by the writer in his 
teaching with good results on the score of consistency 
in analysis. Only in this way can the well-known phe- 
nomena of elasticity be used in explaining the ultimate 
determination of demand and value. 

Other points might be made concerning value, but 
the foregoing will suffice. We have found that, when 
consistently analyzed from a correct point of view, (1) 

Taussig, Ely, Seager, Fisher. 

2 Taussig (?), Chapman; e. g., Chapman says: " We say that demand is highly 
elastic if demand price falls very little as consumption is increased." Outlines of 
Political Economy, p. 40. Professor Taussig uses elasticity in both senses without 
noting any difference. Principles, I, 141. 
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value is relative, being determined by a comparison 
between the subjective values of things exchanged, but 
the subjective values are themselves interrelated 
through the fact that the individuals concerned are 
parts of the same society. (2) Value is neither de- 
termined by exchange nor does it determine exchange 
in any sense: it measures and expresses an exchange 
relationship and is determined by the same forces that 
determine the exchange. (3) Value is not determined 
by prices either wholly or in part. (4) Market value 
does not differ from normal value in the kind of forces 
which determine it, but merely in the breadth of the 
field and length of time the forces are allowed to work. 

III. WEALTH AND THE SOCIAL POINT OF VIEW 

All will agree that wealth is the embodiment of eco- 
nomic value. Unembodied values can have no part in 
the foundation of a science, and consequently econo- 
mists have striven to gain a material that expresses the 
quality with which they are concerned in such a shape 
that it can be worked after the fashion of science. This, 
I take it, is the significance of specifying "vendible 
commodities," durable goods, and the like. But, while 
agreeing that wealth has value, economists have differed 
(1) in their definitions of value, and (2) in their ideas 
as to what valuable things it is expedient to include 
under the wealth concept. In reaching a conclusion 
concerning the nature of value, therefore, we have gone 
half the distance necessary to reach a basis of agree- 
ment concerning wealth. We must next attempt to 
determine the true scope of the term " wealth." 

In defining wealth it would seem that two broad tests 
are to be applied: first, is the thing the object of human 
activity ? second, is it measurable ? Unless a good is 
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capable of becoming a motivating element in human 
choices, and unless its motivating power be measured, 
it cannot serve us as the material for a science. These 
two tests we will call the motivation test and the meas- 
urability test. Let us apply them. 

On the score of motivation, the extreme points of 
view can be disposed of in a decisive fashion. To the 
lonely individual anything would seem wealth that 
would further his separate interests. He is to be 
thought of as set apart from his fellows and acting 
without regard to their interests either consciously or 
unconsciously. Thus, things injurious to them would 
be included. But such wealth could not be general- 
ized: it would be self-destroying. Moreover, such 
lonely individuals are not normal, and, as shown in 
the preceding article, the real individual can only be 
motivated by the same things that motivate his fellows. 
So it is with measurement. Lonely individuals do not 
exchange. Anti-social persons do not proceed in such 
a way as to balance utilities. Consequently, no eco- 
nomic scales could exist, and there could be no measur- 
ing. 

From the organismic point of view, the individual is 
lost. Society being set over the individual, non-indi- 
vidual motives are appealed to, such as altruism,- 
a procedure which is not only impracticable, but in- 
consistent in that it appeals to individuals who are 
supposed to be lost. As to measurement, we find that 
society is regarded as a unit, so that no free exchange 
between individuals can exist. Therefore, wealth 
would not necessarily be exchangeable and consequently 
not measurable. As a result, we find thinkers who take 
this point of view including all manner of non-exchange- 
able things, such as personal qualities, on the ill-defined 
basis of general usefulness to society. And in accord 
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with this idea an ethical element is allowed; for if 
exchangeability and measurability are not required, 
why not consider well-being and right ? 

One can hardly escape the conclusion that neither 
one of these extreme views can serve in a science of 
economics. Fortunately neither is true, but there is a 
truth. This truth lies in a motivation that is neither 
purely individual nor purely non-individual, and one 
that allows a measurement objectively in society. We 
must start with the individual; for he alone feels and 
estimates, and the thing must arouse his activities. 
But we must put him in society; for individual feelings 
and estimations are at least modified by custom and 
imitation, and wants for power and esteem are impor- 
tant motives. We recognize that only individuals 
desire wealth, but that real individuals are social indi- 
viduals. We see that in real society wealth must 
normally be exchangeable on some non-arbitrary basis 
and not either on the basis of fraud and violence or on 
the basis of government determination. Thus we are 
again led to take the social-individual point of view. 

In applying this true point of view, it becomes essen- 
tial to ascertain what the scope of wealth is according 
to it. To this end, we note that the social individual's 
economic activity has several phases: he is normally 
producer, exchanger, sharer in distribution, and con- 
sumer. Accordingly, wealth must appeal to him in all 
these capacities if the science is to be well coordinated. 
It follows that wealth must have at least four qualities: 

1. Utility ......... for consumption value 
2. Scarcity ........for production 
3. Transferability. . for exchange durab 
4. Appropriability . for distribution duby 

These four qualities condense into two: value and dura- 
bility. Thus we arrive at a familiar doctrine, the con- 
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tribution that is here suggested being that it is reached 
in a systematic way, and placed upon a scientific basis. 

Wealth, so conceived, is both broader and narrower 
than the individualist's concept. It is broader in that 
it includes items that are appreciated only in social 
relations, for such relations involve longer periods of 
time and wider areas of space than appeal to the mere 
individual. Things become motives in exchange re- 
lation that would not be such to lonely individuals, 
such as things calculated to win the esteem of one's 
fellows. It is narrower, however, in that some things 
are inimical to the broader relations of time and space 
required by truth, that is, it is somewhat limited by 
the necessary economy, laws, and morals of society. 
Even Ricardo wrote: - 

" It is true that the man in possession of a scarce commodity is 
richer if by means of it he can command more of the necessaries 
and enjoyments of human life; but as the general stock out of 
which each man's riches are drawn is diminished in quantity by 
all that any individual takes from it, other men's shares must 
necessarily be reduced in proportion as this favored individual is 
able to appropriate a greater quantity himself." 1 

Thus te shows an imperfect realization of part of the 
idea; the passage intimates that what decreases the 
ability of others to exchange must in the end react upon 
the possessor. As men become more civilized they will 
become more conscious of common interests with their 
fellows, with the result that they will consider in making 
their valuations more remote ends and exclude preda- 
tory and wasteful agencies. 

If we may attempt a definition at this point, it may 
be said that wealth, as the term is used in economics, 
means those transferable and appropriable utilities that 
are valued by men among whom exchange is either free 

I Principles of Political Economy, Chap. xx (2d ed., p. 344). 

309 



310 QUARTERLY JOURNAL OF ECONOMICS 

or regulated by common consent. That exchange 
shall be free, - shall be real " exchange," - men must 
live in accord with the laws and morals of a society, and 
must act so as to preserve that society. Consciously 
or unconsciously they must be cooperating. 

Several objections at once occur to one. Does this 
not introduce an ethical and unscientific element ? In 
the first place, it seems to the writer that nothing can 
be truly scientific that is not true; and if it be true that 
society and individual are as portrayed, then wealth 
must be as defined. But more than this, the definition 
does not make ethical considerations a part of the cri- 
teria, but rather it sets up an objective limitation of the 
field in which the criteria of the definition are to be 
applied. That which wastes the assets of the group 
does in fact affect each individual, and those laws and 
morals which so approve themselves to the common 
sense of a community as to be generally accepted and 
binding are objective facts which do in fact limit the 
field of choice. 

IV. PRODUCTION AND CAPITAL FROM THE 

SOCIAL POINT OF VIEW 

In the first part of this article, we were chiefly con- 
cerned with the organismic concept of value, and the 
positive significance of the social side of the social- 
individual point of view was under fire. In the present 
concluding section, however, the individual aspect will 
be more directly the object of analysis, and we will be 
examining the other extreme, - the individualistic 
way of looking at economic phenomena. It happens 
that one of the most clear-cut cases of the application 
of the lonely-individual point of view is to be found in 
the field of production, the factor of production, capital, 
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being the center of discussion. It is logical enough to 
pass from the concept of wealth to capital, for capital 
is regarded by all as a part of wealth, and owes its 
existence and value to its power to help produce wealth 
(including services). Capital being a produced instru- 
ment of production, the concept of capital shares in the 
difficulties of the wealth concept - in a reflected way 
- and of the production concept. 

The writer's conception of the social-individual first 
came to a head upon reading a brilliant article from the 
pen of Professor H. J. Davenport,l on " Social Produc- 
tivity v. Private Acquisition." Its general thesis may 
be stated to have been that in economic analysis society 
and the social point of view count for nothing, the in- 
dividual for everything. I soon came to the conclusion 
that this thesis was not sustained, and in formulating 
my reasons the truth as presented in these papers be- 
came clear. It is Professor Davenport's service that 
he frankly and fearlessly raises the issue between social 
and individual points of view as held loosely and incon- 
sistently by many economists, and pushes on from the 
latter point of view to - the bitter end.2 I can think 
of no better way conclusively to show the truth of the 
social-individual point of view than to point out the 
error in his conclusions. 

If Professor Davenport may hereafter be referred to 
as " the individualist," it seems fair to state that the 
following assumptions appear as the premises of the 
individualist's reasoning: (1) Anything that ever 
changes hands between two individuals, and by which 
one individual gains -is " marketable at a price " 
is wealth, whatever the circumstances. (2) Any activ- 

In this Journal, vol. xxv, p. 96 (Nov., 1910>. 
2 Sometimes I have wondered if Professor Davenport did not intend his article as a 

witty reductio ad absurdum by which lie hoped at last to awaken economists to the 
haziness and inconsistency of their point of view. 
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ity that results in securing an income for any individ- 
ual, whatever the method, is production. (3) Any 
item of wealth that aids an individual in production 
so conceived, is capital. (4) To regard wealth, pro- 
duction, and capital in this way makes it unnecessary, 
unscientific, and impossible to take society into consid- 
eration as a determinative factor. 

The fairness of this statement of the premises and 
the error of the conclusions drawn from them will 
appear from the following analysis of the individualist's 
reasoning. 

We are told that " the test of economic productivity 
in a competitive society is the fact of private gain, irre- 
spective of any ethical criteria and unconcerned with 
any social accountancy "; and that "neither ethical 
nor social standards are theoretically decisive, or even 
relevant, for the question of value and marketability 
and economic productivity." 1 " The test of social 
welfare is invalid to stamp as unproductive any form 
of wealth ": jimmies being capital, burglary is produc- 
tive (sic). In the assumed competitive regime, monop- 
oly is capital. " Lobbyists, panderers, and abortionists 
are producers." " But parasitism is not a competitive 
category," and so is ruled out. 

In the first place, what sort of a society, after all, is 
this " competitive society " so much assumed ? Does 
it mean a society in which each individual is an indle- 
pendent atom, unrelated in its position to others ? A 
society in which the consciousness of each individual is 
independent and unaffected by any commonness of 
content with the consciousness of his fellow individuals ? 
One in which imitation plays no part and custom is 
absent ? One in which no one knows that if the other 
fellow is defrauded, that other fellow will come back at 

1 Davenport, Social Productivity, cited above, p. 113. The italics are mine. 
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him ? In which no one is so intelligent as to realize 
that by co6peration bigger gains can be secured for all ? 
So it would seem; for under what other assumption 
could robbery, arson, libel, adulteration be thought of 
as production ? And what a travesty on society! 
Such an aggregate would be no society, " competitive " 
or otherwise. If the " facts " which are to demolish 
the old doctrines are drawn from such a " society" 
they certainly are " pitiless." 

The individualist is inevitably forced into incon- 
sistencies by his pitiless facts. Thus, he bases the 

productivity of prostitutes, libel writers, lawyers, and 

fire-bugs upon the assumption that they " do things 
that men are content to pay for." But it is a pitiless 
fact that men in society cannot be content to pay 
for libel and arson. True, in abnormal cases, men 
may hire others to do these things, and achieve their 
ends without getting caught; but the law is a fact, 
is it not ? Moreover, what happens if we generalize ? 

Suppose all the individuals in the group were to 

engage in such " gainful" activities; would the situ- 
ation not speedily become impossible ? The pitiless 
fact is that gains must come from somewhere. Just as 

surely as that gains would cease if everybody should 

quit producing in the good old sense and begin acquir- 
ing gain by sinking spices and lobbying, so surely are 

gains (and individualistic " productivity ") reduced by 
the fact that some people do these things. The anti- 
social individual cannot be paid out of product without 

diminishing the total of products and so decreasing the 
contentment of men to pay for their services. 

Perhaps it is some such reflection as the foregoing 
that leads the individualist to admit that " parasitism " 
is irrelevant to " competitive doctrine," even while his 
doctrine is all "competitive " and half his producers 
live off others. 
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All this is the result to which the individualist's 
unconcern for social accounting leads. The fact is that 
individual and society cannot be separated and a true 
situation remain, and no more can the individual and 
the social points of view. To deny any importance to 
society in determining values is virtually to deny the 
existence of the individual. A recognition of the indi- 
vidual point of view, so far from making impossible a 
social point of view, makes it necessary.' 

From the unsocial reckoning of the lonely individual, 
proceeds the " entrepreneur point of view " so stressed 
in the individualist's thought. Thus he would say that 
everything which, from the entrepreneur point of view, 
appears as expedient expenditure for the purposes of 
creating a situation in the market is an outlay of capital 
which takes rank as a cost of production, - buying city 
councils, bribing government tariff officials, stifling 
competition. All these things get into costs in the 
actual production of commodities, we are told. But 
let us examine these ideas closely. 

In the first place, the brand of entrepreneur assumed 
is an abnormal and special kind of entrepreneur, and 
one whom the pitiless logic of law and public opinion is 
constantly weeding out. Hie could not be generalized 
and exist; for he is a parasite, and so, according to the 
individualist's own reckoning, need not be counted. 

In the second place, the question as to why anything 
seems expedient to even such a dubious person is begged. 
Of course the economists, whom the radical individual- 
ist would discredit, would explain that the expediency 
lies in the fact that, on the one hand, a group of con- 
sumers somewhere derive such want gratification from 

1 Professor Davenport says, " That a complete acceptance of this private and 

acquisitive point of view is the only procedure possible, in the analysis and classifi- 
cation of the phenomena of a society organized upon lines of individual activity for 

private gain, is abundantly proved as soon as appeal is made to the facts and the 

processes of the actual business world' (p. 114). 
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the commodity concerned that they are willing to pay 
for it; while, on the other hand, the entrepreneur is 
able to find men who will accept, as compensation for 
labor and sacrifice in making that same good or render- 
ing the service, something less than the consumers pay. 
And any question of relative expediency or opportunity 
is decided by the amount of the margin between in- 
come (resting on utility) and expense (resting on scar- 
city).' Just as we found that the lonely individual who 
is assumed to help in the determination of values by 
means of values, is a myth born of ultra-individualistic 
assumptions, so here the lonely entrepreneur individual 
who is supposed to accept market situations without 
regard to his fellows is also a myth. The individualist 
virtually argues that profits determine profits when he 
says that opportunity for gains, capitalized, is the 
source of profits. We may grant that it seems to the 
entrepreneur--just as it seemed to the individual 
seller or buyer - that the existing profit situation is a 
fixed and determining fact; but this is only superficial 
and seeming - nothing but lonely individualism. If 
expediency is to depend upon the sale at a profit of 
some good to consumers it must posit a demand scale 
as indicated in the discussion of value, and we at once 
find ourselves in a complex of interrelated valuations 
which is inexplicable outside of a group of social indi- 
viduals. 

In the third place, what is cost ? In economic ques- 
tions it is ever the function that decides. So here, - 
assuming a "competitive reckoning," --costs are 
practically all human exertions that limit the supply of 
economic utilities. The only justification of cost is the 
fact that it limits human exertion in production and 

I For a critical examination of the individualistic " opportunity-cost " doctrine 
see my article entitled " Opportunity (Cost," in American Economic Review, Vol. ii, 
pp. 590 ff. 
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consequently supply. This is merely a question of fact. 
Now, suppose that an entrepreneur indulges in a little 
spice sinking, is his exertion cost ? The ultra-individ- 
ualist says yes; I say no. So far, so good. Let us 
reason out the matter. Has utility been increased ? 
Plainly not, for part now lies at the bottom of the sea. 
Thus the very basis of production is lacking. " But," 
he retorts, " the remaining spice sells for a larger sum." 
Why, I ask. It is scarce, comes the reply. Why, I 
ask again. Answer: there is a monopoly. So all this 
fuss is made over a case of monopoly, where a supply 
fixed at the will of the monopolist is assumed at the 
start and the marginal demand price is necessarily the 
determining element. It is a case of monopoly, when 
we were told that the analysis was to be competitive. 
Surely enough is said when we note that all the in- 
stances of alleged entrepreneur costs are either (1) on 
a monopolistic basis, or (2) crimes, or (3) frauds. 
Plain unvarnished pandering is the only exception. 

This brings up the question of the necessity of the 
technological conception of production and capital. 
The individualist, by taking values and profits for granted, 
is able to convince himself that any increment in value 
or profits is a source of increased value or profit, respec- 
tively, and consequently does not see the need of any 
technological productivity. His case may be gathered 
from the following reasoning. He says that the entre- 
preneur (the significance of whose views we have al- 
ready noted) would be surprised if he were told that his 
capital is composed of capital goods like buildings, 
materials, and machinery. He would include securities, 
bills receivable, cash, franchise rights, monopoly, govern- 
ment favors, and land. One notes immediately that, in 
so far as these items are not included under the social 
view, they are mostly either things whose values are 
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price-determined or things which are merely representa- 
tive of capital goods. Franchises and land come in the 
former class; securities and bills receivable, in the latter. 
The entrepreneur is more than " perplexed " when both 
the properties upon which the securities are based and 
the securities themselves are subjected to taxation! 

Not content with setting up these specious cases of 
alleged non-technological capital, the individualist 
revives the wine and tree problems of the days of James 
Mill, in an attempt to show that certain things classed 
as capital even by economists have no technological 
significance. For example, he says that ice in an ice 
house is not a factor of production in an " industrial 
sense," and is capital merely because it is being held as 
a source of income. We may agree that the ice is capi- 
tal, but why ? (1) Because men worked and saved to 
put it in the ice house; (2) because other men will de- 
mand it in the summer. Of course the ice is decreasing 
in weight, but that is a technological incident to an in- 
crease in utility, the point being that it does n't de- 
crease as fast as it would outside the ice house. It is 
one aspect of the cost to the capitalist. The mere 
holding for increment of gain is nothing causal. Whence 
the gain ? From a surplus of income (utility-based) 
over expense (cost-scarcity-based). 

The social individual would see that the gain is not 
to be taken for granted, and that consequently he must 
normally engage in such activities as will yield things 
that other individuals are willing to pay for. As in 
each case, we will find that this way of looking at things 
takes us at once to the truth. In the last analysis, 
there can be no production in the economic sense with- 
out " making " something that appeals to the senses or 
through the senses of individuals. In order so to 
appeal, there must be some effect in the nature of a re- 
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adjustment in the materials of nature, whether it be in 
space (changing geographical location or form), or time 
(maintaining bodies intact). Only in this way can the 
senses be affected and economic utility exist. Any 
agency or instrument that enables man to make these 
readjustments more easily and quickly, therefore, has 
potentialities for production, in that it can increase 
things which may have utility. Very briefly this is the 
individual side of the social-individual analysis of pro- 
duction and capital, and on this side lies the foundation 
of the technological concept of capital. 

But it remains to demonstrate why the potentialities 
just indicated become realized in utilities and values; 
and to do this we find it necessary to put our individual 
in a real society. There we find that he becomes de- 
pendent upon the wants of fellow individuals for his 
gain. He must exchange with them and, as Adam 
Smith shrewdly observed, he cannot count on their 
benevolence. He must therefore choose only those 
means of making readjustments in the materials of 
nature that will create such utilities as he can exchange. 
In the exchange, values emerge. Thus, we find in the 
two simple principles (1) necessity of sensation as a 
means of economic utility and (2) self-interest guidance 
of the activities of normal individuals, the basis of the 
technological concept of capital. 

The gist of the foregoing points may be summed up 
as follows. (1) There is practically no production or 
capital without exchange; and exchange can be truly 
understood only in a true society in which individuals 
are not entirely lonely, but act and react upon one an- 
other so as to make the one out of the many - without 
losing the one. (2) Human activities and agencies are 
divided into two great groups, the social and the anti- 
social, or " predatory "; while the social may be sub- 
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divided into the positive-social and the negative-social, 
or " acquisative." 1 (3) The necessity of society and 
the true nature of social relations make predatory 
activities and agencies unproductive in a true and 
scientific sense. (4) The " entrepreneur viewpoint " 
when in conflict with the social-individual point of view 
is unsound; for: (a) the entrepreneur also depends 
upon society, (b) and his " lonely " estimates are mere 
seemings of no causal significance. (5) The significance 
of costs in economics is that they (a) function in pro- 
duction and (b) limit supply; but " entrepreneur costs," 
so-called, have no such significance. (6) The tech- 
nological concept of production and capital cannot be 
abandoned, because utility depends upon adjustments 
in materials; but values in society direct the technolog- 
ical process.2 

V. THE SCIENTIFIC CHARACTER OF THE 
SOCIAL-INDIVIDUAL POINT OF VIEW 

Finally, we must consider the question, Is the social 
point of view so full of ethics and optimism and unreal- 
ity that it cannot be used for scientific purposes ? It 
may be granted at once, that, if the individual is to be 
thought of as an unsocial or lonely individual, he will 
necessarily regard the interests of society as separate 
from and often clashing with his own, with the conse- 
quence that, for him, to take the social point of view 
would involve an ethical choice. But a true social 
point of view, being based upon a true concept of so- 
ciety, is not that of such an individual, and consequently 
loses its ethical character. It merely begs the question 

I Anti-social activities may be divided into the merely " parasitic " and the destruc- 
tive. 

2 This conclusion does not lead us to materialism, for utility is the decisive thing, 
and not all adjustments have utility. Utility sanctions costs. The old ideas on this 
subject need correction, but not the extreme reaction to the subjective or the unsub- 
stantial. 
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to link "social" with "wholesome," "deserving," 
"welfare," "duty." The social point of view, as I 
have taken it, does not concern what ought to be. It 
merely stands for a fact, the fact that individuals lose 
significance apart from society. It is based on what 
individuals do, not on what they should do. 

So it is with optimism. To be sure, the social individ- 
ual need not, like the lonely individual, be a pessimist; 
but that fact no more makes him an optimist than it 
makes one jubilant not to be miserable. It is the in- 
dividual who is lost in the social organism who is opti- 
mistic! But the question is asked, do economists who 
profess the social point of view not consider that all 
gainful occupations are socially productive, else they 
could not normally be privately gainful ? And is this 
not optimism ? In answer, it is to be explained that 
only socially gainful occupations would be held to be 
socially productive (in the sense indicated on a pre- 
ceding page); and that the word " normally " makes a 
great difference. What could not exist in the long run, 
and is tending to cease to exist, may nevertheless exist 
at any given time. The fact is that the social point of 
view of a social-individual leads neither to optimism nor 
to pessimism, for it proceeds from a recognition of the 
interrelation of individual interests, - interests which 
are different, but coordinate. 

After this extended discussion, I cannot believe it 
necessary to devote much space to proving the unre- 
ality of any other than the social point of view as truly 
interpreted. Society is as real as the individual, - and, 
of course, no more real. This being the case, it is as 
unreal as anything imaginable to overlook the following 
facts: To rob is to take without giving, and cannot 
persist in a competitive exchange economy. To burn 
cotton or sink spices means wasted utilities and dimin- 
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ished product. To tax both farms and factories, on the 
one hand, and mortgages and bonds, on the other hand, 
is double taxation. To own real estate is a very differ- 
ent matter from owning any kind of (other ?) capital. 
To hold special privileges by graft is more precarious 
than to hold land. To be a prostitute may be produc- 
tive; to be a beggar, however, is non-productive; while 
to be a thief or incendiary is predatory and destructive. 
The reality of these things is overlooked by the adherents 
of the lonely-individual point of view, not by economists 
who have recognized the importance of society. 

In order to have a science we must have measurable 
quantities. In order to measure we must compare, 
which, in economics, means free exchange. Thus, we 
get objective values. But exchange values are only 
possible in society, and society has been proved to be an 
interdependent group of individuals. Therefore, the 
social point of view must be taken if we are to have a 
science. Economics as a science of scarcity values is 
based upon a social point of view, made true to life by 
recognizing its expression in individual valuations and 
activities. The social point of view means, not ethics, 
not art, not utopian hypotheses, but, on the contrary, 
it means a scientific recognition of the cold indisputable 
facts that inasmuch as individuals live in society (1) 
they must and do make their valuations and acts in 
view of their posterity and the longer life of the group, 
and (2) they must and do make their valuations and 
acts in view of the greater scope of the reactions caused 
within the group and the different supply limitations. 
In short, to the individual, time and space and value 
are what they are partly because society is. 

LEWIS H. HANEY. 
UNIVERSITY OF TEXAS. 
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