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directly secure her well-being but would cost so much 
that she could not afford necessary food and health 
care. We must therefore employ practical rationality in 
order to address the advantages and disadvantages of 
each specific option, deliberate, and finally judge which 
abode (and larger consumer pattern) is, on balance, 
best for us. 

In order to focus on the nature of well-being and the 
effects of consumption on ourselves, I began this essay 
by setting aside other important questions about con­
sumption choices: those involving our moral obliga­
tions toward the environment, societal institutions, and 
other people. In the course of the argument, I have sug­
gested tha t the pursuit of higher goods does not neces­
sarily require the sacrifice of well-being. Nonetheless, it 
is true that consumption choices which are ostensibly 
good for us may well harm nature, society, or others, 
and that the norm of our own well-being is not suffi­
cient for assessing these choices. Some of the materials 
for such an assessment may be found in other essays in 
this issue. 

- David A. Crocker 
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A New Economic Critique of 
Consumer Society 

I n contrast to growing numbers of scholars in other 
fields, economists have contributed relatively little to 

recent critiques of consumer society . With a few 
notable exceptions - among them John Kenneth 
Galbraith, E. J. Mishan, James Duesenberry, Tibor 
Scitovsky, Robert Frank, and Amartya Sen - contem­
porary economists have been hesitant to entertain 
questions about the relationship of consumption to 
quality of life. Their reluctance is not difficult to 
explain. Most economists subscribe to a model which 
holds that as long as standard assumptions are satis­
fied, consumption must be yielding welfare; otherwise, 
it wouldn't be occurring. (Actually the implications of 
the model are even stronger, as we sha ll see .) 
Economists, moreover, are typically unwilling to 
engage in critical discussion of values and preferences. 

In the absence of such discussion, it is easily assumed 
that the existing configuration of consumer choice is 
optimal. 

To understand the peculiarity of this approach to 
consumption, we must recall that the field was once 
very different - that an earlier economics tradition in 
the United States had quite a lot to say about values as 
they relate to consumer behavior. Thorstein Veblen's 
Theory of the Leisure Class (1899), a work that exerted 
tremendous influence, is a classic in this tradition. 
Over the past hundred years, however, the discipline 
of economics has undergone a dramatic transforma­
tion, and a much more sanguine approach to con­
sumer society has prevailed both within the profession 
and in society more generally. 
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Optimism and Resistance 

Simon Patten, one of Veblen's contemporaries, was a 
central figure in initiating this process. Patten held a 
deep optimism about consumer society. In his 1889 
essay "The Consumption of Wealth," he argued that it 
was time to emerge from the age of scarcity to the age 
of abundance. "We have built a new mansion on the 
hill," he wrote, "but we still prefer the cottage in the 
valley." Patten argued that consumers would have to 
change, to embrace the new consumer economy, and 
that this change was not only positive, but ethically 
desirable. Not incidentally, Patten was an advocate of 
mind cure, a sunny religious movement which 
believed in "salvation in this life." As he saw it, much 
of that salvation was to come through material goods. 

If employees do not "ave free c"oice in IlOlIrs, 
one cannot assume that tlte current 
consllmption path is even desirable, 

milch less optimal. 

Optimists such as Patten met with considerable 
resistance. In addition to critiques such as Veblen's, 
which questioned the desirability of consumerism, 
there was a long-standing fear among businessmen, 
economists, and others that consumer society might 
not be viable: it would fail to generate sufficient con­
sumer demand to grow and prosper. This "stagnation­
ist" view was based on the distinction between two 
types of consumer goods: necessities and luxuries. It 
was thought that luxury goods held limited appeal as 
compared to necessities. For this reason, many econo­
mists believed that as wages rose, people would find 
their needs for consumer goods satisfied and reduce 
their labor supply. The reduction of labor supply at 
higher wages - the so-called "backward-bending" 
supply of labor - was the basis of fears of stagnation 
brought on by rapid productivity growth. If work­
ers/ consumers chose to take increasing amounts of 
leisure, then there might not be sufficient consumer 
demand to keep the nation's expanding productive 
apparatus operating at full capacity. Prosperity might 
lead to depression. 

Paul Douglas's classic empirical study (1930) on the 
relationship between wages and labor supply support­
ed the existence of a backward-bending supply curve. 
And the idea of inadequate demand leading to stagna­
tion had a long if somewhat subterranean history 
within the profession, going back to the debates 
between Malthus and Ricardo, and to Marx. This idea 
would of course eventually gain many adherents with 
the onset of the Depression and the publication of 
Keynes's General Theon;. 
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Nevertheless, Patten's views did triumph. In the 
1920s, as the mass production economy boomed, econ­
omists such as Hazel K yrk, Theresa McMahon, and 
Constance Southworth criticized the needs/wants 
dichotomy; they presented the logical possibility of 
unlimited wants, and argued that a new type of con­
sumer was (and should be) emerging. In the actual 
world of commerce, advertisers and marketeers began 
doing their best to create such a consumer. Charles 
Kettering of General Motors invented the idea of the 
perpetually "dissatisfied" consumer, who would 
always desire the new automotive model. Advertisers 
began to tie personal identity to products. In a mass 
consumption society, this ·would eventually lead indi­
viduals to a continuous quest for new products and 
new identities in order to keep ahead of the crowd. 

The Postwar Era and Beyond 

Despite the eventual triumph of the "consumerist" 
vision, there were important and vibrant prewar 
debates about its legitimacy and viability. Economists 
took seriously the question of how consumption 
relates to the quality of life. Even inveterate optimists 
such as Patten worried about "higher" and "lower" 
pleasures in consumption. Political movements for 
shorter working hours contributed to the national dis­
course about consumerism, for the alternative to 
"work and spend" was leisure time and public culture. 
Empirical economists studied household budgets, 
looking at both "necessities" and "luxuries." Home 
economics was a serious scholarly field. 

Over time, however, these issues virtually disap­
peared from the economics profession. As neoclassical 
theory came into its ascendancy, many previously 
important problems were ruled out of court, and econ­
omists came to accept the relationship between goods 
and satisfaction as straightforward and uninteresting. 
In neoclassical thinking, the consumer came to be 
characterized by a few simple principles, such as insa­
tiability (more is always better) and independence 
(one's individual preferences are unaffected by those 
of others). The challenge became one of maximizing 
consumption subject to a budget constraint. If homo 
economicus could manage that problem right (and the 
Chicago school told us he always could), then his utili­
ty would be maximized. Economists stopped worry­
ing about whether he would buy enough and left the 
field to marketeers. Indeed, by the last quarter of the 
century they were worrying about the reverse: why he 
was buying so much (and not saving enough). 

In the contemporary period, the stress laid on com­
petition in economic theory has had important impli­
cations for the relationship between consumption and 
quality of life, providing the foundation for the twin 
doctrines of worker and consumer sovereignty. In the 
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standard competitive model, workers' choices about 
how much to work and how much income to earn are 
said to represent their preferred choices, with competi­
tion ensuring that what workers want is available in 
the labor market. Similarly, consumers choose the bas­
ket of goods and services which maximizes their satis­
faction, and competition ensures that the products 
they want are for sale. Production technologies and 
the cost of capital affect the prices of goods, but enter­
prising capitalists will be sure to supply those goods 
for which demand exists. 

If worker and consumer sovereignty hold, then there 
is no ground for worrying about how goods affect sat­
isfaction, well-being, or quality of life. If consumers 
aren't getting their monies' worth in these terms, they 
can simply change their buying patterns. Similarly, 
trade-offs between time and money are unproblematic; 
if people are working long hours, it is only because 
they prefer more money to more free time. In this 
world view, leisure is just another commodity. Thus, 
although economists have devoted extensive effort to 
testing theories about the timing of consumption, they 
have not often tested theories or critiques which aban­
doned the usual maxims about consumers or the 

assumptions of worker and consumer sovereignty. 
Once the neoclassical assumptions are relaxed, howev­
er, we are free to consider other possibillties. 

Market (and Other) Failures: Four Bases for a 
Critique of Consumerism 

Stanley Lebergott, who has dealt harshly with critics 
such as Galbraith and Scitovsky, argues that their 
objections to American consumption patterns are 
largely grounded on their own aesthetic preferences, 
and hence elitist. There is some truth in this charge. 
StiIl, an economic critique of consumerism can offer 
important insights - not by making aesthetic judg­
ments about specific consumer goods, but by raising 
questions about consumer society versus alternative 
ways of living. Consumer society has generated 
opposition throughout its existence and will continue 
to do so, because the consumerist path has real costs, 
and precludes other, desirable possibilities. We can 
begin to explore the costs by conSidering the market 
(and other) failures which characterize the consumer 
economy. 

Market Failures in the Natural Environment. There is 
now widespread recognition that the market calculus 
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Melting into Air 

The fact that people have chosen to spend money 
on an Item IS generally taken as a valid indication 
that the item is what they want, and that it yields 
the satisfactions they expect it to. Behind this 
assumption is a seemingly appealing and democra­
tic way of thinking. Who, the economist asks, is in 
a better position to determine what people want 
and what brings them satisfaction than the person 
who is choosing to buy or not to buy? 

Up to a point, the economists are right: there are 
dangers in supposing that people make choices 
that are not consistent with their real interests. 
Paternalism aT, even worse, dictatorial imposition 
?f the leaders' views of what people should want, 
IS at least a potential consequence of excessive zeal 
in. this direction. But there are also dangers in 
faIlmg to recognize the human capacity for self­
deception. 

A number of studies suggest that economic 
growth, ~nd the increases in consumption it brings, 
do not YIeld an increase in feelings of satisfaction 
or well-being, at least for populations that are 
above a poverty or subsistence level. Although we · 
may often experience considerable pleasure or sat­
isfaction with regard to particular items we have 
purchased, we encounter paradoxical conse­
quences when we look at the overall impact of 
these purchases on our satisfaction with our lives. 
Each individual item seems to yield an increment 
in satisfaction or well-being, but when totaled up 
the whole IS much less than the sum of its parts. 
LIke a wad of cotton candy, the seeming amplitude 
melts into thin air as we try to taste it. 
. Indeed, the sum of all our efforts to improve our 
hve~ through purchases may actually be negative. 
Takmg mto account all of the experiences and 
requirements associated with continually increas­
ing consumption, we may well find ourselves 
worse off than before we began. For the ways we 
moblhze ourselves, both as individuals and as a 
society, in order to produce and to have "more," 
turn out to undermine some of the most important 
sources of enduring and sustaining satisfaction. 

- Paul L. Wachtel 

Paul 1. ~achtel is t~e author of The Poverty of Afflue:nce: A 
PsychologIcal PortraIt of the American Way of Life (New Society 
Publishers, 1989). 
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fails to price and incorporate environmental or natural 
capital- a failure which results in the underpricing of 
goods and serVIces. As a result, there exists "excess" 
consumption of goods and services in general, as com­
pared to what the optimal level of consumption would 
be if no external effects existed. (The extent of the 
excess consumption varies among goods and services, 
based on their respective environmental effects.) The 
intergenerational dimension of this market failure -
future generations cannot express their preferences -
mcreases the power of the environmental critique of 
consumer society. 

Market Failures in the Constitution of Community . 
Robert Putnam's recent work on "social capital" 
shows that strong community ties yield substantial 
benefits in terms of efficient government, law-abiding­
ness, and quality of life. Has consumerism led to a 
weakening of community, and thus to a loss of such 
benefits? Although there is little empirical evidence on 
this question, it has been argued that consumer soci­
ety, by relying on marketized exchanges rather than 
reciprocity, reduces the bonds between individuals 
and makes community more difficult to sustain. 
Moreover, research indicating a decline of free time 
outside the workplace in modern consumer society 
suggests a further, indirect link between consumption 
and a decline in community ties, which depend on 
people's ability to spend time with one another. 

Failure to Meet Conditions of Worker and Hence 
Consumer Sovereigntt;. New approaches to labor mar­
kets indicate that the standard model notwithstanding, 
condlhons for worker sovereignty are not typically 
present. In the postwar United States, for example, 
employers dId not offer workers the option of taking 
productiVIty mcreases ill the form of increased leisure 
time. Instead, employers routinely shared productivity 
gains as higher income. Employees (as consumers) 
then spent that higher income and, in the process, 
adjusted their preferences through a process of habit 
formation. This "work and spend cycle," as I have 
called it elsewhere, led to an lIinverse-neoclassical" 
world. In the neoclassical schema, workers get what 
they want. In the "work and spend world," they want 
what they get. 

If employees do not have free choice in hours, one 
ca~ot infer that the current consumption path is even 
deSirable, much less optimal. It may be that people 
would be better off with shorter hours and less money. 
At present, however, that is an unattainable equilibri­
um. If employers demand large penalties for shorter 
hours, they introduce a large pro-consumerist bias into 
the economy. Under these conditions, worker prefer­
ences may remain latent, and thus fail to exert much 
pressure in the labor market. 
. Collective Action Failures. Almost a half-century ago, 

JIm Duesenberry formulated a theory of consumption 
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based on relative position. He argued that what mat­
tered in terms of utility was not people's absolute level 
of income, but their income relative to those around 
them. This phenomenon, colloquially known as "keep­
ing up with the Joneses," has dramatic implications for 
assessing the welfare implications of consumer society. 
If it is relative income that really matters, then rising 
material standards of living do not necessarily yield 
rising welfare and quality of life. Oudith Lichtenberg 
explores this theme elsewhere in the Report.) Where 
status is relative, moreover, collective action problems 
arise that can only be resolved through the interven­
tion of a central authority. Restraints on competition 
- rules requiring school uniforms, limitations on 
spending in holiday gift exchanges, and zoning restric­
tions, for example - have a strong rationale when 
cooperation fails. 

Toward a New Critique of Consumerism 
I believe the four problems listed above are suffi­

cient to serve as the basis for a new critique of con­
sumerism. I say "new" because, insightful as they 
have been, existing critiques suffer from some serious 
flaws. The economists' critique, with its basis in aes­
thetics, has often been elitist. The environmentalists' 
critique, as it is usually made, relies largely on a moral 
appea l, but the cen trality of consumer goods in 
American society blunts the effectiveness of a primar­
ily ethical approach. In a society in which consump-
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tion is structurally positioned as the answer to so 
many needs, desires, and problems, and in which 
alternatives are structurally blocked, moral suasion is 
insufficient. Asking people to act ethically is impor­
tant, but we must also analyze and transform the 
structures which make it difficult for them to do so. 

In my view, a new critique should be pOSitively ori­
ented; that is, it should argue in favor of a better way 
of organizing the economy and society. For example, it 
should press for regulations and tax incentives which 
create genuine choice in working hours; it should pro­
mote "communi ty solidarity" by suggesting alter­
ations in the economic incentives for private and pub­
lic consumption; it should encourage us to think about 
sensible restrictions on consumption in order to solve 
collective action dilemmas. It should also avoid an 
error common to virtually all previous critiques - a 
failure to recognize both the allure of consumer goods 
and the ways in which "things" do meet needs. 

For various reasons, I believe an a ttitudinal sea 
change has occurred in recent years which makes the 
American people far more receptive to such a message 
than they have been previously. In part, this is a gener­
ational change, marked by the decline of material val­
ues and the rise of post-materialist ones. In part, it is a 
response to the macroeconomic climate, which has 
made "the American dream" seem increasingly costly 
and out of reach, so that people are rationally adjust­
ing their behavior to attain other goals. And in part it 
is the result of mounting social and psychological 
problems, problems which have not been solved by a 
half-century of growth in consumption. As a result, 
those who favor new approaches to consumption are 
presented with a tremendous opportunity. 

- Juliet B. Schor 
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