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One may say that, apart from wars and revolutions, there is nothing
in our modern civilizations which compares in importance to [infla-
tion]. The upheavals caused by inflations are so profound that people
prefer to hush them up and conceal them.

—Elias Canetti, Crowds and Power

I

ith the worldwide collapse of socialism as an economic

system, Marxism today stands thoroughly discredited as

an intellectual position. Made prophetically early in this
century, Ludwig von Mises’s claim that economic calculation is im-
possible in the absence of free markets has been vindicated by the
manifest failure of Soviet communism. Decisively refuted by the facts
of economic life, Marxism has been forced to retreat to the one place
in the academy where empirical reality seems to carry no weight in
an argument: the humanities departments. As has often been noted,
the great paradox of academic life at the moment is that just when
Marxism has lost all credibility in the practical world, it has come to
dominate the study of the humanities in American universities.
Deconstruction and other forms of poststructuralism prepared the
way for this outcome. By calling into question any notion of truth and
objectivity, these movements in literary theory left humanities de-
partments vulnerable to the lingering bewitchment of Marxism in a
way to which other disciplines more in touch with reality have been
comparatively immune.

*Paul A. Cantor is professor of English at the University of Virginia.

The Review of Austrian Economics Vol.7, No. 1 (1994): 3-29
ISSN 0889-3047



4 The Review of Austrian Economics Vol. 7, No. 1

In the grand sweep of world history, it may seem a fair exchange
to see millions of people liberated from the Marxism that was forced
upon them, while a handful of literature professors voluntarily sub-
ject themselves to an outmoded and refuted dogma that somehow
flatters their egos and soothes their social consciences. And despite
the grandiose claims of literary critics to be changing the world, no
one—not even a Chairman of the Federal Reserve—has ever been
foolish enough to turn to a professor of English for economic advice.
Thus one might be tempted to accept the apparently benign use of
American humanities departments as retirement homes for washed-
up Marxists. But we should not underestimate the danger of aban-
doning the study of literature to Marxist theorists; how our students
view the humanities may well affect their broader view of the world.
And in particular we need to guard against the possibility that
Marxism may be repackaged under such slogans as “socialism with
a human face.” Having lost all respectability as an economic theory,
Marxism is likely to continue to resurface periodically as a vaguely
humanistic program. In a recent article, Richard Rorty forthrightly
and courageously admits the economic failure of Marxism, and yet he
cannot help looking back nostalgically to the days when socialism
seemed to be a viable economic alternative:

ButI have to admit that something very important has been lost now
that we can no longer see ourselves as fighting against “the capitalist
system.” For better or worse, “socialism” was a word that lifted the
hearts of the best people who lived in our century. A lot of very brave
men and women died for that word. They died for an idea that turned
out not to work, but they nevertheless embodied virtues to which
most of us can hardly aspire.!

Setting aside the fact that a lot of equally brave men and women died
fighting against socialism, we can see in Rorty’s statement the danger
of allowing socialism to retain its claims to the moral high ground.
One way of salvaging the cause of socialism is to insist that, however
much a failure it may have been as an economic alternative to
capitalism, it still provides a kind of ethical alternative in some
vaguely humanistic sense.

At the heart of the form of deconstructed or aestheticized Marx-
ism that currently dominates humanities departments stands the
belief that literature with its higher ethical sense somehow still
points us in the direction of socialism. But there is no reason why the

'Richard Rorty, “For a More Banal Politics,” Harper’s Magazine, May 1992, p. 18.
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left should have a monopoly on the study of literature. Even though
many authors have in fact been socialist in their leanings, the pre-
vailing notion that literature can only be used for leftwing purposes
is just a myth. In a brief paper, I cannot hope to demolish systemati-
cally such a long-standing and ingrained prejudice. But I do want to
use one concrete example to suggest that literary analysis need not
be the exclusive preserve of the academic left, but is in fact compatible
with Austrian economics. I will discuss a short story Thomas Mann
wrote in 1925, “Unordnung und friihes Leid,” 'or, as it is known in
English, “Disorder and Early Sorrow.”

Set in Weimar Germany during the time of the hyperinflation,
this story takes on new meaning once it is analyzed in terms of Mises’s
theory of inflation and the crack-up boom. With Mann’s uncanny
ability to mirror economic and social reality in his fiction, he succeeds
even without any knowledge of Austrian economics in bringing out
the psychological ramifications of an inflationary environment with
a subtlety of insight Mises would have admired. Moreover, as we
analyze “Disorder and Early Sorrow” in light of Mises’s theory of
inflation, we will see that the story has larger implications for our
view of twentieth-century cultural history. A reading of Mann in
terms of Austrian theory helps to uncover a connection between the
economic facts of the twentieth century and the very poststructuralist
ideas that have given Marxism a second life in today’s humanities
departments. In short, I hope to show that, despite all indications to
the contrary from my colleagues, it is possible to talk about literature
and still make economic sense.

I

At first sight, “Disorder and Early Sorrow” may appear too insubstan-
tial a story to bear up under the weight of any kind of sustained
analysis.” Mann tells the tale of an apparently average day in the

7 quote “Disorder and Early Sorrow” in the translation of H. T. Lowe-Porter, from
Thomas Mann, Death in Venice and Seven Other Stories (New York: Vintage, 1989).
When referring to the German original, I quote from Thomas Mann, Gesammelte Werke
13 vols. (Frankfurt: S. Fischer, 1974), vol. 8. Lowe-Porter’s translation is filled with
minor errors, omissions, and additions, which I have not bothered to correct, except
where they have a bearing on interpreting Mann’s intentions.

3Ali;hough “Disorder and Early Sorrow,” is frequently referred to as a novella, and
has many of the characteristics of the form, it seems to me brief enough to be properly
called a short story. As for its seeming lack of substance, Henry Hatfield, for example,
rather patronizingly says that the story “is one of Mann’s less ambitious pieces, yet
within its limits one of his most successful.” See Henry Hatfield, Thomas Mann
(Norfolk, Conn.: New Directions, 1951), p. 87. Although “Disorder and Early Sorrow”
has been popular with readers, and is frequently anthologized, it has attracted little
attention from critics. Few essays have been devoted to it specifically, and most general
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life of Dr. Abel Cornelius, a professor of history. His teenage children,
Ingrid and Bert, are holding a party for their friends, a typical cross
section of youthful acquaintances, including students and entertain-
ers. Everyone enjoys the party, especially the professor’s younger
children, Ellie and Snapper, who relish the opportunity to spend time
with the grownups. Finding his routine disturbed by the presence of
all the young people, the professor is nevertheless in some ways
attracted to them and their modern way of life. He wanders in and
out of the party, tries to get some work done in his study, and
eventually goes out for his daily walk. He returns to find his house
in an uproar. His five-year old daughter is throwing a tantrum, as a
result of feeling spurned by an engineering student named Max
Hergesell, for whom she rather precociously developed a crush while
he playfully danced with her. Upset that Hergesell cannot be her
brother, little Ellie is not consoled until Max gallantly comes to her
room to wish her good night, thus bringing the tale to a close with a
poignant hope of innocence restored.

Though seemingly slim in substance, “Disorder and Early Sor-
row” presents the kind of world familiar to us from the great texts of
literary modernism, such as Eliot’s The Waste Land or Mann’s own
“Death in Venice.” The story charts the dissolution of authority, as we
watch a social order breaking down and see the confusions that result.
In particular, Mann portrays a world in which parents are losing their
authority over their children. Obviously viewing their parents as old
fogies, the children think of their generation as smarter than the
preceding one. Mann portrays a world that has gone mad in the
worship of youth. As a sign of the resulting confusion, we are intro-
duced to the “big folk” (die Grossen) in the first paragraph (p. 179),
only to discover in the second that the term applies to the teenagers,
not, as one would expect, to their parents. The little children already
call their father by his first name. As a story of people growing up too
fast, “Disorder and Early Sorrow” appropriately concludes with the
incident of Ellie’s infatuation with Max. The image of a five-year old
girl having her first love affair becomes Mann’s way of crystallizing

studies of Mann mention it only in passing. Ifthey discuss it at all, critics usually choose
to concentrate on the autobiographical aspects of the story. Evidently Mann based the
story largely on a party actually given in his own household in Munich. See the account
of his son: Michael Mann, “Truth and Poetry in Thomas Mann’s Work” in Thomas Mann,
Harold Bloom, ed. (New York: Chelsea House, 1986), pp. 292-93. Some critics discuss
the Freudian implications of the relationship between the father and the daughter in
the story. Herbert Lehnert develops a brief but interesting interpretation of the story
as involving an inversion of the structure of The Magic Mountain; see Thomas Mann:
Fiktion, Mythos, Religion, 2nd ed. (Stuttgart: W. Kohlhammer, 1968), p. 97.



Cantor: Thomas Mann in Light of Austrian Economics 7

our sense of the absurd pace of development in this world.

In “Disorder and Early Sorrow” all categories are breaking down.
While the children behave like adults, the adults start behaving like
children; in order to play with Ellie and Snapper, Cornelius “will
crook his knees until he is the same height with themselves and go
walking with them, hand in hand” (p. 191). This image of a “dimin-
ished Abel” (p. 191) points to the broader collapse of hierarchy in
Cornelius’s world, especially any sense of social distinctions. He has
a hard time telling his son from his servant; they dress alike and are
prone to the same youthful fads and fashions (pp. 179-80, 203). The
world of “Disorder and Early Sorrow” has become so confusing that
it is difficult for the characters simply to tell what is real anymore.
This aspect is brought out by the presence of actors throughout the
story. Mann emphasizes elements of imitation and parody; Ingrid has
“a marked and irresistible talent for burlesque” (p. 179), which she
and her brother love to put to use:

They adore impersonating fictitious characters; they love to sit in a
bus and carry on long lifelike conversations in a dialect which they
otherwise never speak. (p. 183)

When an actor named Ivan Herzl shows up at the party in heavy
makeup, he provokes Cornelius into thinking about how people no
longer are what they seem: “You would think a man would be one
thing or the other—not melancholic and use face paint at the same
time” (p. 196). Mann creates a pervasive sense of inauthenticity in
the story; the modern world is a counterfeit world.

With all stable points of reference gone, the only law of “Disorder
and Early Sorrow” appears to be perpetual change. Against this
instability, Mann sets his central character. As a professor of history,
Cornelius is always searching for something solid to grab hold of in
the midst of all this mutability, and he wistfully contrasts the fixity
of the past with the everchanging world of the present:

He knows that history professors do not love history because it is
something that comes to pass, but only because it is something that
has come to pass; that they hate a revolution like the present one
because they feel it is lawless, incoherent, irrelevant—in a word,
unhistoric; that their hearts belong to the coherent, disciplined,
historic past. . . . [He seeks] the temper of eternity. (p. 186)

Thus like The Waste Land, “Disorder and Early Sorrow” counter-
points the coherence of past eras with the incoherence of modern

times.
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111

Thus far Mann’s story sounds like many other modernist works,
chronicling the breakdown of order in twentieth-century life. But
when one looks in the story for Mann’s sense of what is responsible
for this breakdown, the uniqueness of “Disorder and Early Sorrow”
begins to emerge. Modernists have put forward many explanations
for the incoherence of twentieth-century life. In The Waste Land, for
example, Eliot correlates the disorder of the modern city with a
failure of religious faith and a loss of the traditional myths that used
to give coherence to life. But in “Disorder and Early Sorrow,” Mann
explores another possibility, correlating his portrait of modern life
with a specific historical event—the German inflation of the 1920s,
an economic development so extraordinary that a new term had to be
coined to describe it—hyperinflation. The absurdity of modern life
has been traced to many sources, but here Mann looks to the absurd-
ity of modern economic policies. He suggests that if we seek an
explanation of the dissolution of authority in the world he is portray-
ing, we should look to the monetary madness of the Weimar Republic.*
As he shows, inflation eats away at more than people’s pocketbooks;
it fundamentally changes the way they view the world, ultimately
weakening even their sense of reality. In short Mann suggests a
conngction between hyperinflation and what is often called hyperre-
ality.

4Though some critics acknowledge in passing the fact that “Disorder and Early
Sorrow” is set in the time of the German inflation, it is surprising how little critics make
of the importance of economic factors in the story. Hans Eichner, Thomas Mann: Eine
Einfiihrung in Sein Werk (Miinchen: Lehnen, 1953), p. 64, relates Ellie’s tantrum to
“die allgemeine Verwirrung der Inflationsjahre” (“the general confusion of the inflation
years”), but says nothing further. The fullest discussion in English of the story I have
been able to locate mentions inflation just once, and then as only one of many examples
of disorder in the story. See Sidney Bolkovsky, “Thomas Mann’s ‘Disorder and Early
Sorrow’: The Writer as Social Critic,” Contemporary Literature 22 (1981): 221. In a brief
essay on the story, Mann himself stressed its personal and psychological elements, but
he also expressed his satisfaction that it had appeared in French translation under the
title “Au temps de l'inflation,” which he says is in accord with the author’s intention
and meaning (“nach des Verfassers Absicht und Meinung”). He was happy that in
foreign countries the story was being understood as “a document of middle-class
German life after the war” (“als Dokument deutsch-biirgerlichen Nachkriegsleben”).
See “Unordnung und frithes Leid,” Gesammelte Werke, 11: 621. When Mann described
the story in a letter, he called it: “‘Unordnung und friihes Leid, eine Inflations-
geschichte” (“a history of inflation” or “an inflation story”). Letter to Hans Heinrich
Borcherdt, March 3, 1926, as quoted in Esther H. Lesér, Thomas Mann’s Short
Fiction: An Intellectual Biography (Rutherford, N.J.: Fairleigh Dickinson University
Press, 1989), p. 304, n. 50. .

>The terms hyperreality and hyperrealism originated in art criticism. They refer
to a style of painting so photographically realistic that it in fact makes the work look
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If modernity is characterized by a loss of the sense of the real,
this fact is connected to what has happened to money in the twentieth
century. Everything threatens to become unreal once money ceases
to be real. I said that a strong sense of counterfeit reality prevails in
“Disorder and Early Sorrow.” That fact is ultimately to be traced to
the biggest counterfeiter of them all—the government and its print-
ing presses. Hyperinflation occurs when a government starts printing
all the money it wants, that is to say, when the government becomes
a counterfeiter. Inflation is that moment when as a result of govern-
ment action the distinction between real money and fake money
begins to dissolve. That is why inflation has such a corrosive effect
on society. Money is one of the primary measures of value in any
society, perhaps the primary one, the principal repository of value. As
such, money is a central source of stability, continuity, and coherence
in any community. Hence to tamper with the basic money supply is
to tamper with a community’s sense of value. By making money
worthless, inflation threatens to undermine and dissolve all sense of
value in a society.

Thus Mann suggests a connection between inflation and nihilism.
Perhaps in no society has nihilism ever been as prevalent an attitude
as it was in Weimar Germany; it was reflected in all the arts, and
ultimately in politics. It would of course be wrong to view this
nihilism as solely the product of an inflationary environment. Obvi-
ously Weimar Germany faced many other problems, some the legacy
of World War I and the Treaty of Versailles, some the legacy of
nineteenth-century German thinkers such as Nietzsche. But as
Mann’s story reminds us, we should not underestimate the role of
inflation in creating the pervasive sense of nihilism in Weimar Ger-
many. A glance at the back of an American dollar bill shows two
phrases: “United States of America” and “In God We Trust.” Somehow
our money is connected with our political and even our religious
beliefs. Shake a people’s faith in their money, and you will shake their
other faiths as well. This problem has become particularly acute in
the twentieth century, because ours is the age of paper money, money

unreal. The terms have been given a broader meaning in contemporary discourse by
such writers as Jean Baudrillard, who sees the whole world we live in as hyperrealistic
in its pervasive artificiality: “The unreal is no longer that of dream or of fantasy, . . . it
is that of a hallucinatory resemblance of the real with itself”; “It is reality itself today
that is hyperrealist” (italics in the original). See Jean Baudrillard, Simulations, Paul
Foss, Paul Patton, and Philip Beitchman, trans. (New York: Semiotext[e], 1983), pp.
142, 147. For a more popular account of the contemporary idea of hyperrealism, see
Umberto Eco, Travels in Hyperreality, William Weaver, trans. (New York: Harcourt
Brace, 1986), pp. 3-58.
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that has to be taken on faith alone. That is why we have to put “In
God We Trust” on the back of our dollars; nobody really trusts the
Chairman of the Federal Reserve. In “Disorder and Early Sorrow,”
Mann invites us to consider what happens to our lives when we are
forced to take our money purely on faith and that faith is betrayed by
the government.

Unlike many economists and historians to this day, Mann is not
mystified by the cause of inflation®; he makes it clear in the details
of the story that what has gone haywire in Weimar Germany some-
how involves the money supply. We cannot help noticing that some-
thing is wrong when we hear of Cornelius drinking a “watery eight-
thousand-mark beer” (p. 184). And Mann is aware that government
fiscal policies are the source of the trouble. It cannot be an accident
that the historical subject Cornelius is studying is precisely the
beginnings of modern central banking and deficit financing, and
hence the origins of inflation as a tool of modern public policy:

First he reads Macaulay on the origin of the English public debt at
the end of the seventeenth century; then an article in a French
periodical on the rapid increase in the Spanish debt towards the end
of the sixteenth.” (p. 192)

Financial details chronicling the absurdity of hyperinflation are
scattered throughout the story. Cornelius is making a million marks

5For example, in his influential and widely praised study, Weimar Culture (New
" York: Harper & Row, 1968), the historian Peter Gay typically mistakes the effects of
inflation for the causes: in his view the Weimar inflation was “caused by a shortage of
gold, adverse balance of payments, and the flight of capital” (p. 152); only later in his
account does he even refer, and then merely in passing, to the government’s “printing
of money” (p. 154). For a recent historical account of Weimar Germany that confirms
the Austrian theory of the inflation, see Stephen A. Schuker, American “Reparations”
to Germany, 1919-33: Implications for the Third-World Debt Crisis (Princeton, N. J.:
Princeton University Press, 1988), p. 20: “a budget deficit that could not be financed
except through the issue of floating debt discounted by the Reichsbank represented the
real engine of inflation.”

"The relevant passage in Macaulay can be found in Chapter 19 of his History of
England. See The Works of Lord Macaulay (London: Longmans Green, 1898), vol. 5,
pp. 335—-49. That Mann had recently been reading this section when he wrote “Disorder
and Early Sorrow” is suggested by a verbal echo; at one point Macaulay speaks of “the
lamp of Aladdin” (p. 346), while in the German Mann refers to “Aladin mit der
Wunderlampe” (p. 646); the parallel seems weaker in the translation, where Lowe-Por-
ter merely speaks of “Alladin” (p. 204). In this section of his history, Macaulay discusses
the moment when the British Parliament created the national debt to deal with the
budget deficits it had incurred, chiefly in financing wars. Mann undoubtedly saw the
parallels to the situation in Germany after World War 1. Macaulay praises deficit
financing as a wonderful contrivance for national prosperity; Mann had less cause to
be this sanguine about its effects.
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a month, and that is merely “more or less adequate to the chances
and changes of post-war life” (p. 182).

Under these insane conditions, people become obsessed with the
economic facts of life and must devote all their energy just to trying
to stay above water. Frau Cornelius feels disoriented in the most basic
tasks of daily life:

The floor is always swaying under her feet, and everything seems
upside down. She speaks of what is uppermost in her mind: the eggs,
they simply must be bought today. Six thousand marks a piece they
are, and just so many are to be had on this one day of the week at one
single shop fifteen minutes’ journey away. (p. 183)

We see here how one government intervention in the economy imme-
diately leads to others. Having produced scarcities in the market with
their inflationary policies, the authorities introduce new regulations
to try to deal with the irrationality they themselves created. But faced
with the rationing of goods, the people in Mann’s story learn to get
around the government’s tampering with the market:

For no single household is allowed more than five eggs a week;
therefore the young people will enter the shop singly, one after
another, under assumed names, and thus wring twenty eggs from the
shopkeeper for the Cornelius family. (p. 183)

Here Mann presents the characteristic inauthenticity of the world he
is portraying as a direct response to government intervention in the
market, which forces people to become fakes.

Mann is aware of how absurd the German inflation became, and
moreover he shows how that absurdity in turn worked to make all of
life absurd in the Weimar Republic. He shows one of the moments in
inflation Mises concentrated on, the flight into real goods:®

Before the young people arrive [Frau Cornelius] has to take her
shopping basket and dash into town on her bicycle, to turn into
provisions a sum of money she has in hand, which she dares not keep
lest it lose all value. (p. 192)

With the value of money diminishing virtually hour by hour, people
desperately search for some way to hold on to value, and that means
they rush to exchange their largely fictitious money for something
real, a real good. Thus inflation serves to heighten the already frantic

%n German, “die Flucht in die Sachwerte”; see Ludwig von Mises, Human Action
(New Haven, Conn.: Yale University Press, 1949), p. 424.
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pace of modern life, a pace that further disorients people and under-
mines whatever sense of stability they may still have.

Mann also shows how inflation disrupts the social order, produc-
ing as it does a huge underground transfer of wealth. Those people
who had worked hard and put their money in the bank saw their
savings become worthless almost overnight. Mann documents the fall
of the middle class in the case of the Hinterhofers:

two sisters once of the lower middle class who, in these evil days, are
reduced to living “au pair” as the phrase goes and officiating as cook
and housemaid for their board and keep. (p. 191)

Mann shows how hard it is for these women to live with their sense
of economic degradation, portraying the shame and bitterness of
Cecilia Hinterhofer:

Her bearing is as self-assertive as usual, this being her way of
sustaining her dignity as a former member of the middle class. For
Friaulein Cecilia feels acutely her descent into the ranks of domestic
service. . . . She hands the dishes with averted face and elevated
nose—a fallen queen. (p. 202)

A society composed of embittered people like the Hinterhofers is soon
going to face major political problems, as the rise of fascism in
Germany was to show.

At the same time as many people lost everything during the
German inflation, some made their fortunes by taking advantage of
the new economic conditions. Mann includes among the cast of char-
acters the kind of speculators who profited from inflation:

They lead . . . that precarious and scrambling existence which is
purely the product of the time. There is a tall, pale, spindling youth,
the son of a dentist, who lives by speculation.9 ... He keeps a car,
treats his friends to champagne suppers, and showers presents upon
them on every occasion. (p. 204)

Those who know how to exploit an inflationary situation can gain as
much as others lose. As a result, inflation creates a topsy-turvy world.
The fact that people are losing and making fortunes overnight is
responsible for all the social confusions in “Disorder and Early Sor-
row,” such as Cornelius’s inability to tell his son from his servant. In
a world in which all distinct categories begin to dissolve, a pervasive

The German here is more specific—the character is a Bérsenspekulant, a “stock
market speculator” (p. 646).






