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The British Industrial Revolution triggered a socioeconomic transformation
whereby the landowning aristocracy was replaced by industrial capitalists rising
from the middle classes as the economically dominant group. We propose a theory
of preference formation under financial market imperfections that can account for
this pattern. Parents shape their children’s preferences in response to economic
incentives. Middle-class families in occupations requiring effort, skill, and experi-
ence develop patience and a work ethic, whereas upper-class families relying on
rental income cultivate a refined taste for leisure. These class-specific attitudes,
which are rooted in the nature of preindustrial professions, become key determi-
nants of success once industrialization transforms the economic landscape.

I. INTRODUCTION

The Industrial Revolution was more than capital accumula-
tion and growth. It also set off a social and political transformation
that redefined hierarchies in society and reshaped the distribu-
tion of income and wealth. Before the onset of industrialization in
eighteenth-century Britain, wealth and political power were as-
sociated with the possession of land. Over the course of the nine-
teenth century, a new class of entrepreneurs and businessmen
emerged as the economic elite. For the most part, the members of
this class rose from humble beginnings and had their social ori-
gins in the urban middle classes. The landed elite was left behind
and eventually lost its political and economic predominance.

Many observers of the time linked this reversal in economic
fortunes to differences in values, attitudes, and ultimately prefer-
ences across social classes. There are countless examples, both in
scholarly and in fictional writing, of portrayals of members of the
landowning class as averse to work, unwilling to save, ill-disposed
to commercial activity, and unable to consider money as something
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