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A Consideration of Institutional Design for
Higher Education by the Institutional Theory
of Thorstein Veblen
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Abstract

By analyzing the institutional theory advocated by Thorstein Veblen, who is regarded
as one of the founders of institutional economics in the U.S,, this paper examined how an
institution should be perceived amid a changing social environment in order to present a
theoretical discussion about issues concerning institutional design in an information soci-
ety. By focusing on institutional theory from Veblen's dynamic point of view, and in
particular the content of his criticism against America’s higher education system, this
paper achieved the following: (1) From this paper’s perspective about the issues, clarifies
the argument made by Veblen concerning an institution that, although it evolves with a
changing external environment caused by technological innovation, it only changes cumu-
latively because an institution as a habit of thought continues to be affected by the past;
(2) Briefly explains how, in his article “The Higher Learning as an Expression of the Pecu-
niary Culture,” Veblen criticized, based on his own experience, the notion that academic
freedom was threatened by America’s higher education system being controlled by indus-
tries due to the popularization of religion and discussed the process of an institution’s
cumulative evolution throughout the period of change; and (3) Examines, through a re-
view of the social conditions in the U.S. and the history of its higher education system from
the late 1800s through the early 1900s in order to contextualize the time period in which
Veblen actually lived, America’s rapid industrialization and the popularization of higher
education, the increased influence of industry, and the trend towards professional educa-
tion.
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