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ABSTRACT

Thesis Titie: Institutional Choices and the Theory

of Consumer's Behavior

Throughout the modern history of economic analysis,
there has always been a dispute between economists of the
Neoclassical school and economists of the Marxist school
on the matter of whether (or not) individuals within a
developed capitalist society possess "freedom of choice"
in consumption, Neoclassical thinkers, in particular,
have traditionally defended the view that individual
"freedom of choice" is, in fact, one of the most out-
standing characteristics of developed capitalist consump-~
tion environments, On the other hand, Marxist thinkers
have (often emphatically) denied this -~ stressing instead,
the widespread influence of economic institutions and
social conventions on the character of individual consump-
tion,

In this paper, however, it is argued that neither
view provides an adequate picture of individual consumption
within a developed capitalist society, |In this respect, it
is suggested that most advanced capitalist consumption

environments normally contain both elements of "free choice"

and of "jinstitutional determination", and, as a rule, a



consumer must take both elements systematically into
account when constructing his consumption choice program,

In particular, it is suggested that, as a rule, a
consumer's establishment of his "tastes with respect to
goods" is not a matter of his "free choice", "Tastes with
respect to goods" are, it is argued, normally established
in conjunction with a large number of institutional pre-
scriptions (i,e, concerning what is "socially-acceptable”
or "socially desirable" consumption behavior for a society
or class), A consumer's actual "freedom of choice" lies
instead in his ability to choose a method of "rationally"
dealing with a consumption environment which contains
such institutional prescriptions, A consumer may choose,
for the most part, to conform to such socially-dictated
prescriptions, or he may choose, for the most part, to
deviate from them, or in the last instance, he may choose
to ignore them altogether, The individual's choice o
particular strategy depends in all cases on his view of
what is the most appropriate ("rational") way for him to
act in a socially-constrained environment, given his own
aims and interests,

The view presented here represents a qualitfativelys
different way of looking at individual consumption in a
developed capitalist society., |In particular, a consumer's

actual "goods decision" is to be explained largely as a

iv



solution fto the consumer's problem of establishing the

most appropriate way of behaving in a socially-constrained
environment (i,e, his choice of standerds of "rational
action"), Furthermore, a consumer's actual "goods decision"
is seen to be only an indirect one -~ in as much as it rests
on the consumer's prior deciston to deal with his consump-
tion environment in a very particular way,

Al though the framework presented here will be present
ed as an essentially "sfafic“ model, the framework can be
seen to be premissed on largely "dynamic" considerations,

In this respect, the consumer's view of what constitutes
"rational action" in a socially-constrained environment
cannot be taken as a matter independent of his view of

the "optimality" of the present consumption environment
and the possibilities inherent in future consumption
environments, Moreover, individual consumption behavior
is interpreted here as being, for the mos t part, an
attempt to "test" a particular theory of "rational action"

in society (and relatedly, of social change),



"Any engine of analysis which embodies both the
tenable elements of Marxism and the assimilable
components of non-Marxist theories of relevant
change, and of interindividual and intergroup
socio-economic relations will necessarily prove
vastly more useful than will modern economc
theory, however much refined,"

- J.J. Spengler, Sociological
Pre-Suppositions of Economic

Theorx, (1940)

vi



ACKNOWLEDGMENTS

In writing this paper, | am especially indebted to
Dr. L. Botand, whose heip in constructing the view proposed
here has been consistently invaluable, | am also indebted
to Or, C., Lloyd, Dr, P, Kennedy, Dr, J, Tietz, Prof, J. Dean,
and Mr, J. kRowcroft for their helpful comments on earlier

drafts of this paper,

vii



TABLE OF CONTENTS

Preliminary pages.'O.'ll.""..'...".'l.'..'..'......i
{ includes Titie page, Approval, Abstract, Quotation,
Acknowledgment, Table of Contents )
Chapter One: INtroducCtioNs.seesessassscssssssssssonsnnsl

Chapter Two: Consumption: Orthodox Versus Marxist,..,.7

Chapter Three: The Explanatory Deficiencies of,,.,...22
Neoclassical and Marxist Views of Consumption

Chapter Four: Freedom of Choice and Problems of,,.,...30
Explanation

Chapter Five: A New Avenue: INAivVidUual iSteeceeeeesess38
Rationality as a Vehicle for Freedom of Choice

Chapter Six: Traditional Orthodox Approaches and,,...56
Suggestions

Chapter Seven: A New Framework for Consumer's,.......66
Choice

Bibliography..'.....................'...‘...........'99

viti



I
CHAPTER ONE

INTRODUCT I ON

Throughout the history of modern economic analysis,
there has always been intensive dispute between economists
of the Neoclassical school and economists of the Marxist
school over whether the most appropriate portrayal of
modern consumer behavior is one which endows consumers
with freedom of choice, or, alternatively, one which
denies them such freedom, Thinkers of the Neoclassical
school, in particular, have long defended the view that
individual freedom of choice -- the possibility for an
individual to independentiy control or determine import-
ant aspects of his choice problem -- is, in fact, one of

the most fundamental characteristics of modern capitalist

consumption activity, and have premissed almost all of

their models of consumer behavior on such a view.I
Thinkers of the Marxist school, however, have generally
regarded this view as unrealistic; arguing instead that
one of the most evident features of an advanced capitalist
society is the existence of very specific types of insti-
tutional control which influence and constrain the con-
sumption decisions of individuals, and which thus impose
severe |imitations on their freedom.2 On this account,

Merxist thinkers have consistently implied (though not



clearly formulated) models of consumer behavior which
take into account these influences and constraints ( e,g.
advertising, "class" consumption bressures, institutional
income determination), and have contrasted them, in
principle, with orthodox Neoclassical models,
Historically, the dispute between Neoclassical
thinkers and Marxists over freedom of choice has always
remained a most interesting and topical one, This is not
only because the dispute has always embodied matters
fundamental to theoretical inquiry into consumer behavior,
and not only because discussion of such fundamental
matters has seldom been approached directly or openly
by either school,sput also, most important, because the
dispute has consistently been seen by its participants
from one simple, yet highly-influential perspective, This
is that the ultimate solution to the dispute lies in
either the triumph of some extreme Neoclassical position
-- which incorporates into analysis virtually no aspects
of institutional control --, or some extreme Marxist
position -- which incorporates into analysis virtually
no aspects of individual free choice-~, and not in the
construction of some viable third alternative which
incorporates relevant aspects of both positions,

The primary purpose of this paper is to challenge



this highly-influential perspective, The central conten-

tion of the paper is, in fact, that if the dispute between

Neoclassical and Marxist thinkers is perpetuated along the

lines of this perspective, then the dispute simply does

not possess a satisfactory outcome, The reason for this,

it is argued, is that while both an extreme Neoclassical
institutional

free choice position and an extreme Marxist
control position do provide possible avenues for isolating,
in a loose sense, certain relevant features and tendencies

|
jwithin modern capitalist consumption activity, neither of

the views (in themselves) provide a sufficiently general

|

|

| or explanatory framework to examine modern consumer behav-
i

|

' Neither view can systematically account for the

- iOI’.
consumption behavior cited by its counterpart, Neither

view can account for that type of consumption behavior

which goes on, in particular, in an environment character-

ized by both an aspect of free choice and an aspect of
institutional control,

What this paper argues specifically is that the only
satisfactory solution to the dispute is the construction
of an alternative conception of modern capitalist consump-
tion activity; one which incorporates certain of the
undeniably valuable aspects of both standpoints without

J/ incorporating their traditional weaknesses, To the end of



constructing such an alternative, what this paper focuses
on especially are the explanatory deficiencies of both
Neoclassical and Marxian views, This is because it is
felt that the explanatory deficiencies of both views arise
precisely because neijther of the views grant consumers any
effective freedom in choosing their behavioral strategies.
Both views, in particular, lock consumers into a specific
mechanism of rational choice; one, which among other things,
is based on a specification of decision variables in a
model of choice which is pre-determined and beyond the
consumer's control,

What this paper attempts to show is that if we remove
the constraint imposed on consumers by such mechanisms, and
permit consumers the freedom to choose their own principles
of rational action ( based, in particular, on their free-
dom to choose a most appropriate specifiéafion of variables
entering their utility and cost functions),. then the
explanatory deficiencies of both traditional viewpoints
can be largely overcome, As will be seen, the advantages
of this modification are most noteworthy, Not only does
it allow almost all of the aspects of institutional control
that Marxists have traditionally cited in connection with
modern consumption to be incorporated into a setting com-

patible with Neoclassical free choice, but it also permits



the construction of an analytic framework which, in addi-
tion to being able to account for the standard choice
implications of both traditional views, is able to expli-
cate a number of hitherto-unnoticed cases of rational
choice,

The paper is divided into six sections, Chapter Two
concerns itself with the presentation of the methodological
and analytic conflicts which have traditionally arisen bet-
ween Neoclassical thinkers and Marxists over the character-
istics of modern consumption, Chapter Three concerns itself
with outlining the explanatory deficiencies inherent in the
respective views, Chapter Four explains the relationship
between these explanatory problems and the absence of free
choice in either doctrine, Chapter Five discusses the
features of the alternative view to be presented here, and
its general methodological significance, Chapter Six is
fundamentally bibliographical, |t attempts to briefly
outline where and in what fashion elements of the proposed
view have been anticipated within orthodox Neoclassical
thought, And in Chapter Seven, a model of consumer's
choice based on a synthesis of Neoclassical free choice
and Marxist institutional control is presented,

In connection with the last section, in particular,

it is emphasized that the model presented here is presented



mainly on an exploratory basis, |t tries, in essence, to
outline the types of characteristics which would be desir-
able in any formulation aiming to fuse Neociassical and
Marxian assumptions, However, in no respect does it
represent a finished product, It attempts to outline only
one set of possible guide-~lines in dealing with a doubt-

lessly most serious void in economic thought,

Footnotes to Chapter One

I. We refer here to a view of consumer behavior based
primarily on the perspectives laid down by J, Hicks

(Value and Capital, London, Oxford, 1939) and P,A, Samuel -
son (Foundations of Economic Ana|XSIS, Cambridge, Mass, ,
Harvard UnlverS|ty Press, 1947) and the methodologlcal

cum political position propounded (especially in recent
years by M. Friedman(Capitalism and Freedom, Chlcago,
UnlverSITy of Chicago Press, 1962, and Essays in Positive
Economics, Chicago, University of Chicago Press, 1953)

2, We refer to the Marxist school in a very general sense
here, We include within it variously Institutionalists,
modern Radical ecohomic theorists, as well as most major
critics of orthodox Neoclassical enterprise, The best
representative of the modern Institutionalist school is
probably J,K., Galbraith, See his The New Industrial State
(Boston, Houghton-mifflin, 1967) and The Affluent Society
(Boston, Houghton-mifflin, 1964), On recent developments
in Radical thought, see M, Brofenbrenner, Radical Economics
in America, JEL (8), September 1970, pp.747-760. 11 is
noted in this paper that we are not concerned with the
many writings on the economics of the socialist state or
on modern Marxian capital theory,

3. See H, Albert, A Critical Approach to the Value Problem
in the Social Sciences; in The Critical Approach fo Science
and Philosophy, ed, M, Bunge, London, Free Press, 1964,

pp. 385-409, and K, klappholz and J., Agassi, Methodologlcal
Prescriptions in Economics, Economica N,S, (267, February
1959, pp. 60-74




7

CHAPTER TWO

CONSUMPTION: ORTHODOX VERSUS MARX|ST

Historically the conflict between Neoclassical think-
ers and Marxists over the nature of modern consumption has
extended to many areas, |t has included almost all quest-
ions concerning the appropriate assumptions and character-
istics of variables within a modern theory of consumer's
choice, as well as many fundamental questions concerning
methodology. In this section we attempt to briefly review
the general characteristics of the dispute,

A. The General Methodolocical Conflict

‘ethodological disputes between Neoclassical thinkers
and Marxists have always beenmost wide-reaching in nature,

They have emerged as disputes over polifics,' over efhics,2

not to mention episfemology.s‘

Usually, however, almost all

" disputes rotate around one central issue: whether an
analysis of modern consumer behavior requires the inclus-
ion of socio-institutional variables, or whether it does
no'r.4 In this regard, Neoclassical thinkers have long
sought to defend the analysis of modern consumer behavior
in a setting which does not explicitly take into account
the many socio-institutional features of modern capitalist

social structures, whereas larxists have consistentiy

defended the view that analysis which is not primarily
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social or institutional in character must ultimately be
unrealistic and barren.5
In essence, the reason why Marxists have aiways
stressed their particular position is because, according
to their basic views, the consumption of individuals
within a developed capitalist society is more a reflection
of the specific characteristics of such a society, than
it is of the specific characteristics of the individuals
consuming Wifhin it, According to this viewpoint, the
explanation of an individual's consumption behavior can
only be successfully achieved if the explanation includes
reference to prevalent features of fHe institutional set-
ting; if the "mode of production", the "infrastructure"
of the society in which the individual consumes, is
successfully explicated and defined, and its laws of motion
laid bare.6
In contrast, Neoclassical thinkers have long stres-

sed their anti-institutional position on the grounds that -

there need not necessarily be any one-to-one correspondence

between the specific institutional structure of a society
and the specific behavioral responses of consumers ( as
Marxists suggest), What stands out about any modern
institutional structure, Neoclassicists argue, is that

there exists a diversity of possible tastes (or preferences)

consumers may hold regarding items of consumpfion.7
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On this basis, Neoclassical thinkers have propounded

two important methodological views, The first, and
skeptical view, is that since there is no necessary
one-to-one correspondence befweeﬁ social structure and
individual respcnse, there is no reason whatsoever to
include institutional structures as part of the explanation
of a consumer's behavior, Instead, one can start from the
ultimate response of the consumer to his environment ( i,e,
his tastes), since there is simply no logical point in
dragging analysis indeterminately back to the institutional
structure ifself.8 The second, and positive view, is that
even though there is no correspondence between the
characteristics of consumer response- and the characteristics
of the institutional structure -- hence denying the pos-
sibility of general explanatory principles of an institu-
tional variety -~ there do exist general (explénafory)
principles of individual response which can be defined
quite indgpendéntly of any social structure, These prin-
ciples, in essence, transcend all social environments, yet
are witnessed in all (e.qg. maximizafion).g As such, accord-
ing to this second Neoclassical position, it is the
(institutionally-transcending) "principles of choice"

which represent the chief explanatory variables in consumer
theory, and not, as Marxists suggest, the specific struct-
ural characteristics and features of the institutional en-

vironment in which the general principle is expressed ( i,e,



modern capitalist societyl,

Historically, the Neociassical argument has raised
two interesting general questions, The first is whether
the denial of a one-to-one correspondence between the
characteristics of individual respdnse, in fact justifies
(as the Neoclassicists imply) the complete exclusion of
institutional aspects from consumer theory., In this
respect it could be argued that excluding institutional
variables from a theory of consumer choice is not justified
on any grounds, if there exists a possibility at all of a
correspondence between institutional characteristics and
consumer response, albeit perhaps not one of the one-to-one
variety, The second question is simply whether or not the
general principles of individual response which Neoclassical
thinkers refer to are, in fact, truly independent of the
institutional structure of society, Marxists in this
regard, have consistently felt that the principles behind
(and characteristics of) maximizing behavior -~ whether
in terms of profit or utility —- emerge directly from the
development of the institutional structure of a bourgeois
capitalist society, thus denying the independence tradi-
tionally bestowed on them by Neoclassical thinkers,
Moreover, from the Marxist perspective, the fact the

Neoclassicists did find a behavioral principle of fairly



general application would seem to only testify to the

fact that, within modern capitalism, there does exist
| institutionally-learned or dictated principles; thus
Lyerifying the existence of some correspondence,

To take the Marxist criticism seriouly leads to the
traditional dilemma for Neoclassical thinkers, |f the
usage of these general principles is not independent of
specific characteristics and influences of a social
structure, then the structure must, at least in part,
explain the usage of a principle by any individual within
that structure, To explain consumer behavior based on
these principles without reference to their institutional
basis can clearly, in these circumstances, only lead fo
an explanation of behavior which is tenuous. This is a
genuine problem, and it is this problem which has often
forced Neoclassical thinkers to adopt the view that the
use of the principles such as maximization, cannot be
institutionally given, that, instead, it must be imbedded
in the laws of individual psychology or some other non-
institutional area.|0 This position, it is acknowledged,
has long been a target for Marxists, since it a priori
excorcises all discussion of institutional features, while

Hi

evading all relevant problems,

Thus far, the above questions have been discussed from

the perspective that they lead to very great difficulties
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for Neoclassical explanation, This does not mean, however,
that the Marxist position is trouble-free in any sense,

In fact, the main traditional difficulty for Marxists in
this regard is justifying to Neoclassical thinkers that

the one-to-one correspondence between the characteristics
of institutional structure and the characteristics of
individual actions does in fact exist, |If it does not,

as Neoclassical thinkers suggest, then the problem fof the
Marxist is of the same genre as for the Neoclassicists,
only we find that it is inverted,

Whereas the chief problem'for Neoclassical thinkers
was not finding principles to explain the diversity of
individual consumer behavior, but finding (institutionally-
independent) principles to explain the unity of ( i.e,
conformity within) consumer behavior -- the problem for
the Marxist is not finding institutionally-based principles
to explain the unity of behavior, but in.finding some
(individualist) principle to explain the diversity of it,
in short, this would mean a principle which could explain
different individual responses to the same insfitufional-

'2 Marxists have generally dealt with this issue

structure,
in a manner equally as unfortunate as the Neoclassicists,
by assuming a priori (and thus inconsistently, if one
remembers their criticisms of Neoclassical consumer theory)

that there is a one-to-one correspondence, i,e, that
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institfutional structures completely straight-jacket an
individual's action,

Thus, in summary, we have two symmetrical problems
here, For fiarxists, if they relax their insistence on a
one-to-one correspondence between the characteristics of
institutional structures and the characteristics of
consumer behavior (i,e, which implies complete conformity),
must they then take the view that no correspondence eXixts
at all ( which implies complete subjectivism)? And for
Neoclassical Thinkers, if they admit to some correspondence,
(i.e, partial conformity) must they then espouse the very
rigid view of one-to-one correspondence (i.e, complete
conformity)? The question we pose here, however, is that
if we settle for either extreme position do we not then
give up the explanation of most of the relevant aspects of
modern consumption behavior?

We shall discuss this dilemma further in Chapter
Three in connection with the explanatory problems of both
views, At this point, however, we turn to the disagree-
ments that Neoclassical thinkers and Marxists have had on
the characteristics of the explanatory components of models
of consumer choice,

B. The Analytic Conflicts

In this part of the paper we briefly review certain

analytic conflicts which have traditionally arisen between
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Neoclassical thinkers and Marxists, These mainly involve

the particular characteristics of explanatory variables
in models of consumer's choice, and will be dealt with in
terms of the four traditional conflicts over:
(1) the structure of the consumption environment’
(2) the characteristics of consumer tastes (or preferences)
(3) the specification of decision variables with models
of consumer's choice
(4) the characteristics of incomes and prices,
Needless to say, the confiicts all stem from the basic
methodological conflict discuséed earlier, Whereas
Marxists have consistently examined all these items from
the perspective that they had a definite institutional
quality to them, Neoclassical thinkers have generally &m&«aaw*
dealt with them on an institutionally-neutral basis.lé/

'I. The Structure of Modern Consumption Environments

Throughout the history of Neoclassical consumer
theory, it has always been customary for Neoclassical
theorists to assume a great many things about the
characteristics of goods available within a consumption
environment, The most important of these ( and perhaps
the least often noted), however, is that all available
goods within a consumption environment can be defined
in a setting which is quite uninfluenced by, and quite

independent of, the institutional structure of the
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consumption environment, Goods, according to Neoclassical
analysis, are consumed because of their fﬁncfional pro-
perties (their objective characteristics), and not becauée
of institutional prescriptions (of, for example, a class)
which say they "ought to be consumed", and not because,
within a developed capitalist society, there are great ..
social costs in not consuming (for institutional reasons)
at least certain classes of goods,

Marxists, and modern Marxian sociologists, however,
have opposed this view consistently, stressing the
specifically institutional quality of goods within modern
capitalist environments, Goods, according to Marxists,
are intimately tied to the dictates of the institutional
environment in which they are of fered, They have the
moral and political precepts of the environment -- of what
is acceptable or institutionally-desirable consumption --
imposed upon them, Moreover, they repreéenf an integral
vehicle for preserving class relations in a society,

The essential conflict which grows out of the above
views is fairly straightforward, Given an institutional
structure which specifies definite institutional and
normative prescriptions on goods, whereas Neoclassical
thinkers see individual consumption taking place in terms
‘quite independent of these prescriptions (i,e, all that

counts is the functional properties), Marxists do not,
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And, given this structure once again, Neoclassical thinkers
see not conforming to the norm structure of the consumption
environment as costless for the consumer, while Marxists
see it as being most costly, leading to social alienation
and perhaps to limitations on their earning power,

2, Tastes (or preferences) on Goods

Essentially, both the Neoclassical and Marxist
standpoints on tastes are related to their respective
views of the structure of modern consumption environments,
To Neoclassical thinkers, tastes on goods are, first, tastes
on the functional properties (or objective characteristics)
of goods, Second, the consumption tastes of a consumer
can be expressed by way of the consumer's own pre-establish-
ed utility function (i,e, independent of institutional
influences and constraints), To Marxist thinkers, in
contrast, tastes are expressed by an individual, first and
foremost, on the institutional properties ézfggzds ( and

Uheh trgeo Mt Leen y
not primarily on their functional characteristics),

v

Second of all, moreover, they are not generally expressed
by individuals themselves, In fact, according to Marxists,
the tastes of individuals on objects of consumption are, as
a rule, expressed through certain controlling institutions
of a society -- which impose institutionally-desirable
preference patferns or a social welfare function upon

individuals,
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Hence, we have a direct conflict here, In Neoclassical

theory, we have pre-established individually-determined

tastes on the functional properties of goods, In Marxist

theory, we have pre-established institutionally-determined

tastes on the institutional characteristics of goods. And
it may be added, we have a common agreement: that the
tastes of a consumer are pre-established,

3, The Specification of Decision Variables Within Models

of Consumer's Choice

Historically, the chief conflict between Neoclassicists
and Marxists over specification'reduced to the question of
whether economic utilities and costs, or alternatively,
social utilities and costs are the primary variables in
consumer decision-making., Neoclassical thinkers, in part-
icular, have always stressed the “economic man" specifica=
tion of utility functions (exclusively defined in terms of
economic utility) and cost functions (exciusively defined

in terms of economic prices), and have only on an ad hoc

basis considered specifications in terms of social variables,
Marxists, on the other hand, have long considered social
utilities and social costs (with or without economic
utilities and costs) as being the predominant variables
within a consumer's decision problem,

In essence, the conflict over specification really

reduces to the previously-discussed matter of the institu-
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tional structure of the consumption environment, In this
sense, since Neoclassical thinkers do not see the institu-
tional structure of a consumption environment as having a
systematic bearing on an individual's consumption. choices,
the possibility of a consumer obtaining social utilities
from conforming to norms, or sustaining social costs from
not conforming to them are largely ruled out as part of
Neoclassical explanation, For Marxists, however, these
variables play a largely important role, since the institu-
tional and normative structure of a consumption environment
is the pivot of all consumer behavior.

4, Prices and Income

Traditionally, Neoclassical thinkers have seen market
prices within a modern capitalist society as being (at
least in part) controlled by an individual's registering
his particular preferences on goods (and ultimately, his
demands and supplies) in the market, Mafxisfs, however,
have generally denied any sort of price determination

J through individual preferences, Prices in modern capitalist
society, according to Marxists, are set by controlling
institutions in that society ("big business", government),

"and, it seems, by everything other than the individual,
The conflict over income is much the same, According

to Neoclassical thinkers, income is a varjable for a

consumer in as much as the consumer is free to express
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(and change) his preferences between income and leisure,
Marxists, however, argue that in most advanced capitalist
societies this trade-off is fixed; thus fixing a consumer's
income, This is not only because the work week is institu-
tionally-set, and not only because there is so little
flexibility and mobility in or between occupations, but
also perhaps because workers (who lose surplus value)
cannot become managers (who gain surplus value) in any
case,

Often this conflict does not manifest itself in static
models of choice, since Neoclassicists hold prices and
income fixed, In the intermediate run the conflict
expresses itself directly, however,

In reviewing the above four énalytic considerations,
it is evident that there exists major differences between
Neoclassical and Marxist conceptions of the "“appropriate"
characteristics of a model of consumer's choice, The
basic difference, clearly, is that Mérxisfs wish to see
almost all of consumption behavior as ihstifufionally—
controlled, and, in the extreme, as choice-less, whereas
Neoclassical thinkers wish to view it as a setting largely
avtonomous from such institutional matters, While this
difference in opinion has expressed itself in various

analytic forms, depending both upon the time-span considered

in analysis, and the particular analytic problems under
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examination, nonetheless, the fundamental conflict has

always remained the one over tastes on goods, Behind it
lies all the traditional arguments about "freedom of choice",
and all the fundamental arguments over the "appropriate"
analytic orientation for consumer theory, We discuss

this fundamental matter more specifically in Chapter Four,
and in particular, Part C. At this point, however, we
turn to a review of the general types of explanatory

problems which emerge from the foundations of both views,

Footnotes to Chapter Two

l. See especially G, Myrdal, The Political Element in the
Develooment of Economic Theory, translated by P, Sfreefan,
Cambridge, Mass., Harvard Universrfy Press, 1967, and A,P.
Lerner, The Economics and Politics of Consumer's Sovereign-
ty, AER (62), iMay 1972, pp., 258- 266

2, See H, Albert, A Critical Approach to the Value Problem
in the Socjal Sctences, op, cit,, pp. 396ff., and J, Robin-
son, Economic Philosophy, Middlesex, Penguin, 1962, ch,lI,

3, The eplstemolog(cal problem has espeCIally rotated
around Miltor Friedman's views as expressed in his Essays
In Positive Economics, op. cit. Writings on the "Friedman
methodological position" have been voluminous, Two recent
confrlbuflons, however, of interest are that of A, Codding-
ton, Positive Economtcs, CJE (5), February 1972, pp. I-15,
and L, Boland, Conventionalism and Economic Theory, Phil-
sophy of Science (37-J), June 1970, pp,239-247,

4, On the traditional hlstory of this dispute, see H,H,
Price, Political Economy in Engtand, London, Methuen, Ch,
5, and Essays on the Economic MeThod, 1660-1911, ed, by
R.L. SmyfTh, LCondon, Gerald Duckworth and Sons, 1962,

Also see Lord Robbins, Nature and Significance of Economic
Science, London, MacMillan, 1962,
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5. On the "unrealism" and the "barrenness" of non-
institutional theory, see for example, Ben B, Seligman,

Main Currents in Modern Economics: Economic Thought since
I870, New York Free Press, 1962, Ch, 9,

6., On this position, see C,J. Ayers, The Co-ordinates

of Institutionalism, AER (41), May 1951, pp. 47-55, and
J.S. Gambs, Beyond Supply and Demand, A Re-appraisal of
institutional Economics, New York, Columbla University

Press, 1946, p,47ff,
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CHAPTER THREE

THE EXPLANATORY DEFICIENCIES OF NEOCLASSICAL
AND MARXIST VIEWS OF CONSUMPTION

The dispute between Neoclassical thinkers and Marxists
over the nature of consumption within a developed capital-
ist society is, without doubt, both very substantial in
content and very far-reaching in its implications, The
views of both parties make pretenses to being, in some
sense, vehicles for the comprehensive explanation of a
broad class of phenomenon (modern capitalist consumption
behavior), and indeed, both parties have made substantial
efforts historically to claim universal validity (and
applicability) for their respective views, and, as such,
to condemn all other competing ideas oufrighf.'

| However, much as the dispute has of ten been viewed
by its réspecfive participants as a dispute between two a
priori successful views, it has always remained somewhat
evident, nonetheless, that both views possess certain types
of deficiencies, This is especially evident precisely in
those instances where the respective views are taken (at
face value) to be comprehensive sorts of explanations of
modern capitalist consumption behavior,

Whereas, for example, the Marxist view can be seen to

provide a systematic enough sort of explanation for indiv-
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idual consumption behavior which is premissed on strict
éonformify to the various social norms and institutional
prescriptions of a society, its treatment of instances
where individuals do not conform is, at best, quite
unsystematic and ad hoc, This is because the view does
not, in brinciple, allow for non-conformist behavior, i,e,
therworker, who possibly suffering from "false conscious-
ness" does not defend "proletariat" consumption norms and
ideals, or the capitalist, also suffering from "false
consciousness" who turns over all his profits (savings,

surplus value) to labourers,

Similarly, whereas the Neoclassical view can be seen
to provide some type of account of individual consumption
behavior which goes on, for the most part, independently
of the influences of social norms and conventions, it can
only be described as quite inadequate when it comes to
items |ike conspicuous or emulative consumption ( or as in
so-called various Veblen, Snob, or Bandwagon effecfs2)

-- instances of consumption where explicit social norms
and explicit characteristics of social interaction do
enter the picture,

Al though it is acknowledged that certain theorists
have thought that the explanatory deficiencies noted here

are not problematic -- for one can simply apply one theory
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to one area, and the other theory to the area where the
former is deficient® —-it is also acknowledged, nonethe-
less, that such a procedure is of interest only if it
presumed that (i) both theories do provide informative
(general) accounts of their resbecfive areas, and (ii)
both theories (when combined in this fashion) do not leave
certain relevant aspects of modern capitalist consumption
unexplained,

In general, on both of these specific grounds, the
views would appear to fail,

Whereas the Marxist view may provide certain parts of
an explanation of individual consumer behavior under the
burden of widely~influencing social and institutional
constraints, i,e, an account of the institutional structure
of society, its norms, standards, etc.,, plus certain loose
theories of group or class behavior, it does not provide
any general principles of specifically individual behavior
which are neﬁessary for the view to become a general theory
of individual behavior within socially-constrained consump-
tion environments, {In this respect, in as much as the
farxian view does not specify clearly any principle of
specifically individual response to a socially-constrained
‘environment, it is impossible to explain within the view
why an individual could ever deviate from the dictates of

his society or class, In short, the view shuts off the
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possibility of explaining diverse responses to a specific
institutional structure,

On the other hand, whereas the Neoclassical view may
provide certain components of an explanation of individual
consumption choices within an environment where there is
minimal social constraint (i,e, general principles of
choice behavior which are couched in terms independen+
of any institutional environment), it does not provide the
types of initial conditions or application rules which
will allow the principles to become the basis for an
account of individual choice behavior in any particular
instance of consumption within such an environment, Two
individuals within an environment may, it is acknowledged,
employ the same rule in quite different contexts, For
example, some individuals may use some standard maximi;-
ation principle under one specification of decisibﬁ
variables; others may use the same principle under different
specifications, Then again, some individuals may even
use some standard maximization principle in establishing
what (possible) consumption norms or standards they could
conform to -~ even fhough>wifhin the traditional Neo-class-
ical consumption environment, there is miniméal pressure on
any individual to do this, {In so far then as the Neoclass-
ical view does not provide any legislation on such items,

the Neoclassical view can only be regarded as providing
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somewhat ad hoc explanations of individual behavior
within the types of consumption environments where there
exists minimal social constraint, |t must treat all the

above cases of consumption behavior. as being based on

lequally unexplanatory) a priori decisions of the consumer,
Moreover, it is precisely the ad hoc characteristic of
Neoclassical views which has led to the supréme difficulties
in refuting and, for that matter, systematically testing

the views,?

In addition to these problems, both views would not
appear to be able to account for arguably the most obvious
consumption phenomena of modern capitalism -- namely, that
which takes place in an environment characterized simul t-
anecusly by an aspect of free choice and an aspect of
socio-institutional constraint, and where a consumer must
concern himself with both aspects at the same time, In
this sense, neither theory can account for those cases
where an individual, while confronted with widespread

institutional constraints on his consumption behavior,

still possesses the (minimal) freedom to choose between
three options -~ to ignore the choice implications of the

constraints, to accept the choice implications of the
constraints, or to reject the choice implications of the
constraints, The Marxist view cannot explain how a

consumer could choose between these options [ with free
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choice)s in reverse, the Neoclassical view cannot explain
how a consumer could choose between these options (with
institutional constraint),

The explanatory deficiencies described here are
doubtless of a very serious order, and the fundamental
problem, it seems, lies with the metaphysical views
espoused by either side, MMNMTE}J%”;‘

In this respect, Marxist thinkers are frequently
prone to view the normal capffalist consumption environment
as that which is of the highly-infiuenced and highly-
constraining (and perhaps Ioose]y concentration-camp)
variety, and one which, like the rest of society is just
preparing for social revolution, VNeoﬁlassical thinkers,
on the other hand, are frequently prone to view
the normal capitalist consumption environment as one
which, along with the rest of society, has just laid

“down its first (and perhaps only) social and economic
institutions —- the ultimate social contract -- and is
Just preparing to open factories, start bidding, etc,

The difficulties of these metaphysical views are
two-fold, The first difficulty is that both views are
views of a purportedly "normal" state of capitalism, and

~not of abnormal states which may arise in a so-called
"normal" capitalism, The second difficulty is that, as

far as choices of the normal state of capitalism are
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concerned, neither the Neoclassical choice or the Marxist
choice would appear to be optimal, In fact, normal,
everyday capitalism -- as far as it can be understood as
normal -- would appear to sit somewhere in the middle of
these two extreme views, |t is a somewhat ambiguous,
yet simul taneous mixture of individual freedom and
traditional ( or conventional) constraint, And furthermore,
it simply cannot be explained»by way of analogy to
consumption environments where such freedom and constraint

do appear fogether.5

Footnotes to Chapter Three

I+ This historical phenomenon has understandably brought
with it a host of problems in assessing either side's
position critically.

One problem has been,of course, that of ambiguity
over simply what the respective positions are, Neoclassical
theorists have of ten, for example, fused the notion of
"freedom of choice" with the quite independent notion of

. "consumer's sovereignty" ( see J, Rothenberg, Consumer's

ty Revisjted and the Hospitability of Freedom of
Choice, AER (52! May 1962, pp. 269-290), and have often
5bscured much (if not all) of their work by the use of
ceteris-paribus analytic devices ( see J, Buttrick, The
Neoclassical Contribution; in Theories of Economic Growfh
New York, Free Press, 1960, pp. 155-192), Marxists have
also frequenfly obscured fhelr p05|f|on by a host of
uncritical "dialectical" stragegies ( see K.,R, Popper,
Con jectures and Refutations, London, Routledge and Kegan
Paul, 19637, :

An even greater problem has been that often the

positive assertions of both Neoclassical thinkers and of
Marxists have been fused with particular normative or
ethical assertions -- namely, concerning how capifalism
ultimately "ought to look", The appeal of presenting
positive assertions about the freedom or liberty of indiv-
duals W|fh|n modern capitalism along with a moral ideal
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concerning what the optimum state of capitalism should be,
and then showing that present society does (or does not)
conform to such an ideal is, of course, undeniable, Almost
all the appeal of full-scale social reform and of extreme
social conservatism lie behind it,

2, See H, Leibenstein, Bandwaaon, Snob and Veblen Effects
in the Theory of Consumer's Demand, QJE (64), May 1950,
pp. 163-207

3, This appears to be the implication of O, Lange in his
Marxian Economics and Modern Economic Theory, RES (2),
June [935, p, |&9ff,

4, On "testability" and "falsifiability", see K,R, Popper,
The Logic of Scientific Discovery, London, Hutchison and
Co., 1959, Ch, 4
5.

See J, Agassi, Mefhodoloqical’Individualism, op. cit,
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CHAPTER FOUR

FREEDOM OF CHOICE AND PROBLEMS OF EXPLANATION

The exp!anafory.problems within the Neoclassical and
Marxist views of modern consumption behavior (outlined
earlier) are to be regarded in many respects as fundamental,
Neither view can systematically account for the behavior
patterns stressed by its counterpart, Neither view,
moreover, is able to provide a systematic or informative
account of the (perplexingly normal) type of consumer
behavior which takes place in an environment characterized,
in part, by both an aspect of free choice and an aspect
6f institutional constraint,

A. The Symmetry of the Explanatory Problems.

The feature which is perhaps of supreme interest in
comparing the deficiencies of both the Neoclassical and
Marxist views is that their deficiencies; as such, are
quite symmetrical, This is notable largely because it
suggests that there are a very similar set of problems
lying at the bottom of both traditional theories,

It is the central point of this paper that both
traditional Neoclassical and Marxian theories do face a
precisely similar set of problems, And the most notable
of these is that both theories lack the type of truly

individualist principles which are a necessary requirement
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of any explanation of individual consumer behavior, The
Marxist view, in as much as ffﬂihkerprets all individual
behavior as fundamentally insfitﬁfionalIy-defermined
behavior -- and thus admits only to that type of individual
behavior which does not conflict with the norms of "accept-
able" consumption of an institutional structure, certainly
lacks such individualist principles (almost by definition),
However, so too does the Neoclassical stance, Even though

Neoclassical theory appears prima facie an individualist

theory, since it permits the consumer the ability to
express his own aims and inferegfs via his subjective
tastes (or preferences), its essential flavour may still
be seen to be non-individualist, This is because, quite
simply, the Neoclassical view admits only to that type of
consumer behavior which arises in instances where (a) a
consumer employs a maximization principle and (b) he
chooses the same spéhificafion of his utility and cost
function as the view ;E}ecfively posits, A consumer is
bound by these conitions and he is not free to oppose
either.

B. The Symmetry and Freedom of Choice

The particular interest in the non-individualist
characteristics of both Neoclassical and Marxist theories
of consumer behavior here is specifically that it relates

to the matter of freedom of choice, That the existence of
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any form of freedom of choice for consumers within devel-
oped capitalist societies is an issue precisely connected
with the possibilities for a consumer to base his consump-
tion decisions on fundamental criteria of his own choosing,
and thus not of the externally-imposed or non-individualist
variety is evident, As such, it is argued here that insofar
as both traditional views premiss their explanation of
individual consumer behavior fundamentally upon non-indiv-
idualist principles of choice, they are also fundamentally
founded on the denial of "freedom of choice" for consumers,
They are both "deterministic", to employ the fashionable
term, o

To illustrate, in the Marxian scheme, the worker who
rationally decides that revolution is not the answer, and
that to follow capitalist norms and ideals is perhaps
significantly more in line with his own aims and interest
'simply cannot act out his role qua worker and still fall
within the domain of Marxian explanation, So too, with
the worker (or capitalist) who freely decides to ignore
the progress of (or decay of) capitalism, Precisely the
same can be said of the Neoclassical consumer who chooses
a criterion of maximum satisfaction which is not sojely
defined in terms of utility derived from goods, and who
does not maximize in the specified Neoclassical manner,

Or the Neoclassical consumer who bases all his consumption
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decisions on the utility he derives from adopting an
humanitarian attitude towards his contractors, rather
than on upon the utility he may derive from acting in his
own self-interest, The point is simply that consumers of
the types traditionally examined by both the Neoclassical
and Marxian theories of behavior are not free fo adopt
such strategies., They are free to choose only after they
have accepted some fundamental and universally-prescribed
mechanism of rational choice, And inasmuch as they are
not free to oppose such a principle, they are not free
to accept it either,

It is evident that what is required to mitigate the
general deficiency noted here is that consumers must be
permitted to express their own aims and interests in
individualist terms; to choose their own principles of
rational action on the basis of the circumstances they
face, It is stressed that it is only this which removes
the ever-noticeable element of determinsim from consumer
theory, and which permits consumers freedom of choice in
any substantial or general sense, Moreover, it is only
the possibility of aliowing consumers the choice of their
own principles of rational action which allows a solution
to the age-old conundrum for economists -~ namely, the
"problem of irrational behavior," |In this respect the

"problem of irrational behavior" is only a problem if
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truly individualist principles of individual action are
absent from accounts of consumer behavior -- since all
consumers who wish to choose principles other than those
specified by the theory are excluded from explanation,
But it is not only the solution to @ logical problem of
explanation which is of importance here, The history df
modern capitalist consumption behavior is indeed a history
of many different rationality principles, used by individuals
in many different contexts, and breeding @ multiplicity of
types of individual consumer behavior,

C. Free Tastes and Free Choices -~ The Family Dispute

The argument presented above -- that freedom of choice

for consumers is a matter fundamentally tied to the poss-

ibilities for a consumer to choose his own standards and
principles of rational behavior -- is an important argu-
ment, It is important largely because it suggests that,

inasmuch as both Neoclassical and Marxist thinkers have
defended theories in which consumers were bound by non-
individualist principles of rational behavior, both camps
agree on this fundamental matter,

However, the history of interaction between the two
camps has, it is acknowledged, not been a history of
noticeable agreement on fundamental matters, but rather
a history of noticeatle conflict over fundamental matters,

The question arises: Why the conflict?
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One may answer this question prima facie by reference

to the conflict over the type of non-individualist
principle one should employ in explanations of consumer
behavior -- a matter upon which both camps have, of course,
disagreed, Marxists have always suggested institutional
principles, whereas Neoclassicists have always suggested
non-institutional or psychologistic ones. However, the
most penetrating answer to this question may be put as
follows: Both Neoclassical thinkers and marxists have
traditionally adopted the position that freedom of choice
for an individual was not an issue connected with his abil-
ity to choose (freely) his own standards or principles of
rational action, but an issue exclusively connected with
fhe.possibilifies for an individual to express his tastes
or preferences on goods independently of external social
influence, Neoclassical theorists and Marxists have,

of course, traditionally disagreed on virtually everything
-when the issue of "freedom of choice" is put this way,
Neoclassical theorists have consistently cited all the
non-constraining aspects of preference formation in
capitalist societies, and conclueded that this implies
"freedom of choice" for consumers, Marxists, on the other
hand, have consistentiy cited all the institutionally-
constraining aspects of preference-formation in capitalist

societies (from Madison Avenue and General Motors on down),
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and have concluded that this implies an absence of
h}reedom of choice" for consumers, Hence, the traditional
conflict,

However, this conflict between Neoclassical thinkers
and Marxists cannot be interpreted as a conflict over
freedom of choice as such, |t can oniy be interpreted as
a family dispute over whether (or not) consumers wifhinr
developed capitalist consumption environments have the
ability to express their tastes or preferences on goods
freely -- and, as a matter of logic, such considerations
have no genuine bearing on the matter of "freedom of choice"
for consumers, The reason for this is simply that "tastes
with respect to goods" are only one kind of tastes, and
in so far as they are not all "tastes", a specified
freedom (or want of freedom) in their establishment has
no specific bearing on the general question of "freedom
of choice" for consumers, As argued above, if a consumer
is to possess "freedom of choice" in any substantial or
ceneral sense, he must be guaranteed the minimal freedom
to choose (independent of external prescription) a mechanism
by which he can rationally transform his "tastes with
respect to goods" into actual consumption choices, In
other words, the consumer must possess the freedom to
express his own tastes on some sort of rationality principle,

The logic of this position is quite obvious, |f
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"consumption tastes" are in fact actual "consumption
cﬁoices", then the freedom to establish such tastes
independent of external influences would, of course,
guarantee “freedom of choice" in consumption, Howevér, if
"consumption tastes" are not equivalent to "consumption
choices" las fhey are notl), and a principle is required
which can effectively translate "tastes" into "choices",
then it is the freedom for an individual to choose such
a transformation rule which is of paramount importance in
guaranteeing an individual "freedom of choice" in consump-
tion, |f the individual cannot choose such a rule within
the environment in which he consumes, then in general, it
does not matter whether his "tastes on goods" are freely-
" established from the outset -- since he is stiil bound by
an externally-established choice mechanism in any case,
In contrast, however, if a consumer does possess the
freedom to choose such a rule (as embodied in a rationality
principlel), then it does not fundamentally matter if his
"tastes on goods" are externally established from the
outset -~ since he always possesses the minimal freedom
to change the prescribed choice-implications of these
imposed preferences by way of an appropriate choice of
principies of rational behavior, ||t is the recognition of
this latter point which provides the essential philosophical

basis for the view of consumer's choice presented here,
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CHAPTER FIVE

A NEW AVENUE: INDIVIDUALIST RATIONALITY AS
THE VEHICLE FOR FREEDOM OF CHOICE

It has often been felt, especially with respect to
Neoclassical theories of choice, that the introduction
of a subjective element into the determination of ration-
ality principles for individual consumers is severely
problematic, The theory loses most of its explanatory
power and its generality, and, what is more, it fails to
keep most of its "optimality" properties., In this paper,
however, it is precisely this subjective element which will
be introduced, It is introduced not only because it
appears to be the only possible way to avoid the uncomfort-
able element of determinism which consistently hovers over
‘both traditional theories, and not only because it repres-
ents perhaps the only way to make sense out of the trad-
itional "freedom of choice" dilemma, but also because the
introduction of the idea of individualist rationality
brings with it, in fact, one major avenue for obtaining
a richer and more explanatory consumer theory, In partic-
ular, it allows the possibility of accounting for those
consumers who do choose, as a special case, to accept
Neoclassical or Marxist principles of rational action, as

well as for the general class of consumers who adopt
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alternative principles,

A. The Question of Generality and the Consumer's

Choice of Principles

The introduction of individualistically-determined
rationality principles into the explanation of individual
consumer behavior cannot, it is evident, be done on an
arbitrary or ad hoc basis, To introduce the notion only
to account for, let us say, a consumer who does not max-
imize his utility in the orthbdox Neoclassical sense can
only effectively compound the difficulties of Neoclassical
theory, as well as obscure its basic mechanics, What is
required in introducing subjectively-established ration-
ality principles into consumer theory is, in particular,
a (general) explanation for why a consumer chooses the
principles of "rational" consumption behavior he does,
The explanation, it is stressed, must be general in char-

‘acter; it cannot account for a few consumers only, and it
cannot, for all intents and purposes, admit to special
cases,

It is the major point of this paper that in order to
provide such an explanation, a modification of both ;rad-
itional Neoclassical and Marxian views of the nature of
modern capitalist consumption environments is required,
In this respect, it is suggested that neither traditional

theory, given their respective views of the characteristics
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of modern capitalist consumption environments, can provide
the requisite foundations for the production of such an
explanation,

in particular, to talk of the "choice" of a ration-
ality postulate within the traditional Neoclassical set-
ting where there is effectively no constraint on a consumer's
actions, except (in a technical sense) his budget, where
the environment in which he consumes is quite neutral to
any and all of his consumption acts, borders on vacuity --
since there is simply nothing for a consumer to be "rationai"
(or irrational?) about, Moreovér, there is absolutlely
nothing within a consumption environment of the Neoclassical
variety which provides the basis for an (non-arbitrary)
explanation of a consumer's choice of principles of rational
action, |In short, within such an environment, a consumer
has simply nothing to respond rationally to, He has no
institutional constraints or institutional feedback attached
to his consumption acts, And, in essence, any choice he
makes must be beyond explanation, i.,e, a priori,

Similarly, to talk of an individual's choice of these
principles within the traditional Marxist setting where
consumers are locked into some sort of "class rationality"
or "social rationality" in any case, can only be at bottom,
pointless, Granted that, within the Marxist environment,

consumers do have a great deal to respond to; still, insofar
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as they are denied an independent individualist principle
of response to their consumption environment, they simply
cannot be rational on their own terms,

What is specifically required in any explanation of a
consumer's choice of principles of rational action is the
specification of a consumption environment which al lows
an individual the minimum freedom to choose his own princi-
ples of rational action, but which contains sufficient
institutional and normative constraint to allow the choice
of principles to be viewed directly as a "rational" response
to the constraints of the consumbtion environment, Given
an environment of this type, the idea of a consumer's
"choice" of principles of rational action becomes palatable,
The "problem of rational action" fpr an individual becomes
a problem of how, given his own aims and interests, and
given his view of the institutional structure he consumes
under, he can best employ the type of freedom he possesses
to variously avoid, circumvent, or rationalize the social
and institutional constraints he faces,

B. The Mechanics of Choice

In the model presented here, a consumer is presumed to
face a consumption environment which meets the above specifi-
cations, |t permits him the required freedom to choose his
own principles of rational behavior, yet which, at the same

time, subjects him to very definite types of social and
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institutional constraint., The social and institutional
constraint, it is suggested, lies fundamentally in the
existence of a large number of normative prescriptions
conéerning what, and in what fashion, one ought to consume
within the environment, These prescriptions are seen to
be attached directly to certain available goods within the
environment, (See Chapter Two,B.!.)

Those goods which possess such prescriptions are
denoted as "socially-relevant" goods, Some must be
consumed in definite quantities; others consumed minimally,
Certain of them, moreover, possess socially-determined
utilities, and thus preclude any sort of individual
valuation, "Socially-rélevant" goods, furthermore, are
the sub ject of institutionally-specified penalty schemes
if they are not consumed in the socially-prescribed fashion,
Hence, for any consumer there are specific "social costs"
in not adhering or conforming to such institutionally-given
consumption strictures, (See Ch,I1,B.2,)

Within the consumption environment, there are, it is
noted also those goods which are not "socially-relevant"

-- and fhese4are regarded as "socially-neutral" goods,
They are for all intents and purposes, the standard
Neoclassical good, which any individual can value (and
consume) quife independent of institutional influence or

feedback,
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The specification of a consumption environment
which contains explicit norms and prescriptions concerning
consumption behavior -- as embodied in the existence of
"socially-relevant" goods -~ represents an essential pivot
of the view presented here, This is because such a
specification changes both the scope and character of
the consumer's general choice problem, A consumer not only
chooses goods in an environment which possesses defined
constraints on prices and money income, but he chooses
goods in an environment which possesses defined institu-
tional and normative constraints on socially-acceptable
consumption, Furthermore, a consumer's decision to
consume certain goods (and in particular quantities) is
seen to be premissed fundamentally on his prior decision
to adopt his own "rational strategy" by which to handle
the institutional aspects of his consumption environment,

- The consumer's choice of princinles of "rational"
action within this environment will be seen, in general, to
depend on the consumer's assessment of the logic of
consuming within an institutionally-constrained environment,
and, in particular, to depend upon an (exogenous) theory
the consumer holds about the relationship between his own
consumption decisions and the institutional structure of
the consumption environment he faces, In all cases,

most importantly, this will be seen to manifest itself in
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the consumer's choice of a particular specification of

variables within his utility function and his cost function
-- a choice which he holds to be most appropriate within
the institutional environment he faces,

With respect to this choice, there are, in principle,
only a finite number of options a consumer can choose from,
At bottom, a consumer has essentially two options (or two
possible theories) he can choose from, One is that his
own consuption decisions bear no significant relationship
to aspects of the social environment in which he consumes

-- and thus, that all his consumption decisions may be
under taken on grounds quite independent of the institutional
characteristics of the environment he faces, The other is
the opposite: that his consumptidn decisions bear a
significant relationship to the characteristics of the
environment in which he consumes, and in fact represent
" a planned response to these‘characteristics. in the first
case, the norms and prescrintions of a consumption environ-
ment are not an explicit consideration for the consumer,

(He takes only economic utilities and economic cost into

account in his choice problem,) In the second case, they

are the explicit basis for his consumption strategy, (He
considers social utilities and/or social costs —-- with or
without economic utilities and costs -~ in his choice

problem,)
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The second case is regarded as the "normal" modern
capitalist case, |In particular, it is suggested, as an
empirical hypothesis, that most consumers do hold the
theory that their consumption decisions cannot be under-
taken in terms which exclude the concentration of norms,
prescriptions, and penalty-schemes of modern capitalist
consumption environments, |In short, most consumers are
seen to be specifically sensitive to these institutional
features of their consumption environment, and to largely
plan their consumption in these terms,

By this theory, it may be said that a consumer who
holds the basic theory that his consumption acts bear a
significant relationship to the characteristics of the
consumption environment in which he consumes will, in
general, define his standards of rational action in these
terms (terms which differ, it is noted, from those consumers
who oppose this theory), In particular, what will
constitute rational consumption behavior for the individual
will depend on his assessment of the precise relationship
between his consumption decisions and the norms, prescrip-
tions, and penalty schemes of the consumption environment
he faces,

The further options for such a consumer are again
finite, At bottom, he has the option of endorsing the

theory that the consumption environment which he presently
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faces is an "optimal"™ environment (i,e, he agrees complete-
ly with the norms and institutional strictures of the
environment) or, minimally, fhe‘besf "sub-optimal™"
environment he can (ever) expectl(i,e, he agrees with most
of the important norms,)., Or he has the option of adopt-
ing an opposing theory -- that the environment he present-
ly faces is "sub-optimal" by all standards, and requires
changes of some order,

Those consumers who adopt the former theory will be
seen to view the present consumption environment favour-
ably. Specicically, they willlbe seen to receive positive
social utitlities from conforming to the norms and prescrip-
tions of their consumption environment, Moreover, their
interest in consumption will be in consolidating the
strength and position of existing norms —- by conforming
to them, In no way will their interest be in reforming the
existing institutional structure,

Those Consumers who view the present consumption
environment as "sub-optimal" (and reformable) will, in
a symmetrical fashion, be seen to view consumption within
the environment as unfavourable, In particular, they will
be seen to receive positive social utilities from'deviafing
from existing norms and prescriptions of their environment,
Consumers of this type, moreover, are seen to value

deviance in consumption in as much as it can possibly
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have influences on the theories of consumption behévior
held by other individuals, and in a dynamic setting,

upon the institutional strucfure-of the consumpfion
environment itself, The possibilities of reform are, as a
rule, also seen to be of greater importance to this type
of consumer than the penalties he may incur from his
deviant behavior,

In general, it is suggested that the above classifi-
cation of theories of "rational" consumption is exhaustive,
The aim of the final chapter of the paper is to outline in
some depth the mechanics of consumption for consumers who
hold such theories, If is stressed that all of the above
views of consumption within a socially-constraining envi-
ronment lead to rational consumer behavior -- since, in
this paper "rational"™ behavior is not viewed as some
_essenfial underlying property of all economic universes, or
of some all-encompassing "mode of production", but rather,
as an implicatton only of an individual holding a particular
view of "appropriate" behavior, given a general theory of
economic action within a very specific institutional envi-
ronment, Moreover, the only sense in which "irrationality"
will be employed in this paper is when a consumer posits a
particular theory of rational action for himself (i.e, a
particular specification of variables entering his cost

and utility function), and then does not hoid to this
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theory (and its logical implications) throughout his whole
choice probiem,

C. Summary of the Proposed View

In summary, fhe view presented here rests on the

following five fundamental principles:

(1) All explanations of individual consumer behavior
must contain reference to an individual consumer's
view of the consumption environment in which he
consumes __iand, in particular, to the theory he
holds about the relationship of his consumption
decisions to the institutional environment he
consumes in,

{2) All consumption decisons of the consumers must be
explained with reference to the (qualitatively-
different) decisions consumers make with respect
to the norms, prescriptions, and constraints
which characterize the environment in which they
consume,

(3) All explanations of consumer behavior in terms
of utility-maximization must include the possibil-
ity of an individual obtaining utility from ad-
hering (or not adhering) to various social norms
concerning consumption -~ as well as from the

"good" objects of consumption themselves,
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(4) The principles of rational action for & consumer
are sub jectively-established, and are based on
the consumer's own assessment of how he should
consume, given his norm-filled and prescription-
filled environment,

(5) The consumer's choice of principles of rationalifty
manifests itself directly in the consumer's
choice of an "appropriate” specification of
utility and cost functions to employ in his
consumption environment,

(6) It is the subjective establishment of these
principles of rational action which guarantees
the consumer's "freedom of choice" in any
environment where there exists large varieties of
social influences and constraints, |

We develop these notions specifically in Chapter Seven when
"we present the formal statement of our alternative model,
To complete this chapter, however, we briefly turn to a
consideration of the methodological significance of the
above views,

D. The Methodological Significance of the View

The methodological significance of the view of consumer
behavior presented above is, it is suggested, very substant-
ial and wide-reaching. Most importantly, the view provides

a logical synthesis of both Neoclassical and Marxian theories
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of consumption -- a synthesis which yields a theory of
consumption which is considerably more explanatory and
considerably more general than either traditional theory,
and one which, in fact, makes traditional Neoclassical
theory and traditional Marxian theory rather extreme special-

cases of a more general viewpoint,

l. Individualistically-determined Principles of Rational

Action

The primary vehicle of the analysis is the idea that
consumers may pick their owﬁ principles of rational behavior,
given their assessment of the institutional structure of
the environment they consume in, The introduction of this
notion is of integral methodological significance in as
much as it allows the construction of a theoretical frame-
work where the free choice assuhption of Neoclassical
theory and institutional control assumptions of Marxian
theory can be made compatible with each other, In part-
ular, it aliows most of the "institutional elements"
of Marxian theory to be introduced into the analysis of
individual consumer behavior without the implication, as
traditionally, that such a procedure denies consumers free-
dom to choose in all possible domains, |In this respect, it
is argued that while consumers within modern capitalist
environments often do not have the freedom to excape the

many influences and constraints imposed upon the (available)
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goods of the environment, they generally have the (indirect)
freedom to choose a method to rationally deal with any and
all institutional constraints on (available) goods,

The introduction of subjecfi§e|y-defermined ration-
ality principles into analysis is also of significance
insofar as it opposes the tradition which suggests that in
order to have any sort of general explanation of economic
phenomena (and of consumer behavior, in particular), it is
necessary to posit some type of "objective" or universally-
binding principle of rational choice for economic agents,

In constrast to this methodological position, it is sug-
gested here that it is possible to introduce an individual.-
ist element into the determination of principles of rational
action -- under the restriction, of course, that the indiv-
idual's choice of particular principles of rational behav-
ior can be explained as part of a genéral framework, What
is argued here even more strenuously, however, is that not
introducing trese principles (i,e, keeping objectively-
determined principles) must, in fact, lead to grave limita-
“tions of the possibility of informative and general theore-
tical explanations of consumer behavior, Moreover, it is
stressed that the failure to see the logic of introducing
subjectively-determined rationality principles into
explanations of consumer's choice has resul ted fradifiohally

in the perpetuation of a conflict between Neoclassical and
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Marxist thinkers which is, at best, a quasi-conflict, and
in the last instance, perhaps not even a conflict at all,

2, A Consumer's Theory of Appropriate Action

The idea that the fundemental item lying behind all
individual consumption decisioné is some type of self-
consciously held theory of appropriate action with a social-
ly-constraining environment is a notion of substantial
methodological significance as well, The introduction of
a theory of consumption is significant not only because
it represents the vehicle by which a consumer's choice of
a rational consumption strategy is explained, but also
because it represents a foundation of choice which a
consumer can internally criticize -and test by his consump-
tion choices, The fact that a consumer may view his
consumption acts as a critical test of some theory of
~consumption he presently holds is of integral importance,
moreover, in understanding why some consumer may hold to
some theory consistently in his dynamic program (i.e, he
believes that the theory is consistently verified), or
why some consumer may switch theories or rationality
princip]es over a period of time (i.e, his original theory
was refuted),

The specification of such a theory as the basis for
individual consumption decisions contrasts, it is noted,

with the tradition of using either "consumption tastes"
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(or thodox theorists) or "social conventions concerning
consumption" (Marxists) as the fundamental explanatory
variables in the analysis of consumer behavior, The
reason this is done iS because both of these traditional
variables are not criticizable or testable internally by
a consumer, and thus shut off the possibilities for explain-
ing his dynamic behavior, "Changes in tastes", at least
in the orthodox domain, cannot be seen to be other than
arbitrarily effected by a conSumer, and constituting
behavior which is strictly rationale-less, "Changes in
social conventions" are beyond the consumer's control
|

in any case, at least in the traditional Marxist scheme,

3, The Distinction Between the Economics of Consumption

and the Sociology of Consumption

Another important feature of the view presented here
is that the view specifies an, in principle, separation
.befween the pure economics of consumption (that connected
with the choice of goods) and the sociology of consumption
(that connected with the institutional norms and prescrip-
tions concerning the consumption of goods), In general,
it is suggested that such a separation is important in as
much as it permits a clear-cut distinction between the
purely economic effects and purely sociological effects
of some economic action on a consumer's behavior, This

would appear to be especially important in all dynamic
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analysis, when both prices and norms change,

4, An "Inverted" Welfare Economics

The view presented here is also of great methodological
significance for the final reason that it allows consump-
tion norms and prescriptions to be incorporated into the
"positive" analysis of consumer behavior.2 In particular,
the view suggests that fundamental decisions all consumers
make are decisions on norms and prescriptions, and that, as
a matter of "positive" analysis, all actual consumption
choices reflect these decisions,

Inasmuch as norms and other institutional features of
a consumption environment are the basis for all consumer
behavior, and enter, from the very outset, into a consumer's
assessment of what constitutes appropriate (or rational)
action within a defined consumption environment, the view
here is also founded on the general methodological notion
that norms and related institutional features of a consump-
tion environment must be the concern of "positive" analysis,
from the outset of the analysis, In this respect, it is
suggested that there is simply no point in conducting all
analysis in a socially-neutral vacuum -- as is the propensity
of modern orthodox Wel fare Economics -- and then introducing
norms or a social welfare function after every individual
has acted out their respective scripts., After all, the

basis for every individual's decisions is, in one way or
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another, a social welfare function., |t is posited, and
then everybody responds to it in the way they think is

most appropriate,

Footnotes to Chapter Five

I, See K,R, Popper, Open Society and Its Enemies, op.
cit,

2. See C, G, Archibald, Welfare Economics, Ethics and
Essentialism, Economica N,S., (26), November 1959, pp, 316-
327 '
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CHAPTER S1X

TRADI TIONAL ORTHODOX APPROACHES
AND SUGGESfIONS
Although it has been common in fairly recent times

for orthodox Neoclassical theorists to defend the view
that "external consumption effects" are not part of
consumer inquiry proper, or the view that phenomena such
as advertising are "hardly important to those interested
in the basic patterns of consumption, which is the proper
concern of the economics of con5umpfion"', and for Marxist-
Institutional thinkers to argue, in the same connection,
that "the business of devising graphs to represent various
price patterns has become an enterprise of such magnitude
that one can easily devote one's |ife to it without ever
pausing to reflect that the whole significance of the
enterprise derives from assumptions which all other schol-
ars judge to be highly quesfionable"z, neither of these
stands can be taken to imply that orthodox consumer theorists
have traditionally shown little interest in the broad socio-
instifutional features of consumption,

As Parsons points ou'r,4 right from Marshall (and cer-
tainly too from Bentham and John Stuart Mill), we have an
interest in such basic matters as taste change, social

change, and the possibilities for developing an “optimum"

institutional environment for individuals to produce and
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consume in.5 Furthermore, this spirit has arguably
infused "orthodox" thought not only from its beginnings,
but also throughout its traditional history,

Nonetheless, much as these broad issues have been
consistently recognized within the Neoclassical domain,
it is perhaps an obvious point that such recognition has
not yielded much in the way of systematic or general theory
in the area, Most orthodox Neoclassical attempts to
incorporate various social or>insfitufional aspects of
modern consumption have remained noticeably unsystematic
and ad hoc to this day, and have thus added little to our
general understanding of consumer behavior, This is not
to say, however, that all of the ideas behind these
traditional attempts were essenfiélly misguided or simply
incorrect (though, doubtless some were), |t is more to say
that such ideas were not developed sufficientiy well to be
Jjudged very critically,

In the following, a review of a number of these
attempts will be provided,

A, Socio-Institutional Features of Consumption

One of the most interesting early attempts to grapple
with some of the broad socio-institutional features of

consumption is provided by Pigou in his Some Remarks on

U'rili'rx.6 In this articie, Pigou regards it as an obvious

point that individuals obtain utility not only from objects
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of consumption themselves, but also from the "“commonness"
or "un-commonness" of such objects within the social
sphere of the individual, As such, he suggests that an
individual's consumption behavior’musf be explained (at
least in part) by reference to the individual's "desire
for the un-common", or alternatively, by his "desire to be
in the swim",

In this connection, he posits a utility function of
the form: UJ = f (gy «e0 9ps K (ai,bi)), where k (ai,bi)
is a "social distance function", and where, in particular,
a; is the quantity possessed of an arbitrary good by the
i-th neighbour of j, and where b, is his "social distance"
from J, Pigou also points out the explanatory importan;e
of this "social distance" function, and that to exclude it
from general analysis (on other than simply "ceteris
paribus" grounds) is quite illegitimate,

ldeas akin to that of Pigou have, it is acknowledged,
remained consistently close to the surface especially in
traditional welfare economics, and particularly in connec-
tion with the matter of interdependent preferences,
"Interaction elements" within consumption behavior have
also teen noted in a macro-sphere by Dusenberry,7 in a
‘micro-sphere by Clower,8 and in connection with theories

of income distribution, by, for example, James and

and Beckerman.g
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10 I

In a similar fashion, Morgenstern and Liebenstein
have considered the topic from the perspective of the prob-
lem of additivity in the theory of consumer's demand,
Liebenstein, in particular, introduces the notion of a
diminishing marginal external consumption effect, and the
idea that for every individual (since he has a finite
income), there exists a point at which this marginal
external consumption effect will be zero (i.e, a consumer

will not heed the demands of other individuals),

B. The Rationality of lIrrationality, and the

irrationality of Rationality

The idea that within a consumption environment which
contains so-called “"externalities", it is often “"rational"
for a consumer to be "irrational"™ (in the standard "orth-

odox" sense) has also had a long history, Traditionally,

2

it has been stated most cogently by Robbins, in terms of

the simple utility and cost attributes of the process of
maxXimizing itself, |In particular, a consumer may gain
utility from engaging in maximizing sorts of activities --
or alternatively, he may have to endure the costs (time and
effort) of going through the maximization procedure -- or
perhaps both,

The general idea which stems from this notion --
namely, that with external factors present in a choice

environment, it may be quite irrational for a consumer not
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to take such factors into account when making his consump-
tion decisions -~ has been suggested more recently by

14

Anspach,|3 Baumol and Quandt, Radner,|5 and by Van

Praag.l6
The standerd difficulties which may be found in
applying the traditional Neoclassical notion of economic
rationality to many types of known consumer behavior (e,g,
non-maximizing behavior, impulse buying) have been noted

by Baudin,I7 among o‘rhers.|8

19 in en intferesting article, argues the view

Becker,
that the rationality of individual agents in an economy
has no significant bearing on the rationality of an
economic process as a whole, In short, Becker suggests
that the rationality of the market mechanism still can
exist, with or without the assumption of rationality for
individual agents, However, in his argument, he glosses
over the question of whether or not it is possible to
Justify the existence of (and moreover, to explain inform-
atively) the workings of an aggregate mechanism without
reference to the tehavioral principles of individuals --

20

as Kirzner points out,

Further still, a very interesting attempt to look at
rational consumption decisions in a dynamic setting has

21

been provided by Strotz, The implication of the argument

forwarded by Strotz is, it would appear, that the rational
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behavior of traditional static models of choice has no
meaning when time-periods themselves enter into a consumer's
decision problem, In particular; it is implies that what
appears to be irrational behavior in a static sense is

of ten no more than a parficular'method of rationally

solving a dynamic consumption problem,

This idea has also influenced Becker,22

and in general
the idea seems to suggest that the traditional difficulties
with the presence of external factors within a consumption
environment is not that they lead to essentially irrational
(and unexplainable) types of behavior, but that they lead
to behavior which is essentially subtle and complex -- yet

of a type which is eminently rational (and explainablel,

C. JThe Inclusion of Socio-lInstitutional Variables

The idea that external factors (including those of a
specifically social and instifufional flavour) are always
present in the environment in which consumers make decisions,
and that they must be facilitated by way of some modifica-
tion of the classical formulations of the consumer's choice
problem has understandably always been a notion which has
accompanied proposalé of the above kind, Very recently, the
idea has become somewhat of a popular fetish, |t has led
recently to repeated attempts to introduce some new and
relevant factor into the formulation of the consumer's choice

problem, |t may be remarked, nonetheless, that often the
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inclusion of these new and relevant factors appears to be
quite arbitrary and distinctly rationale-less, However,
three recent attempts appear to be of intérest -- largely
because they suggest that, in principle, a consumer's
decisions with respect to goods are of a "dependent"' or
"indirect" variety (i,e. they rest on prior decisions and
considerations),

The first of these is the approach of S’rro’rz,23 who
introduces the idea that a consumer's utility decisions on
goods are actually part of a hierarchy of utility decisions

-- a concept which he denotes a "utility tree", In
particular, Strotz argues that a consumer's actual decisfon
to consume a particular bundle of goods is largely premiss-
ed on the considerations of which "class" (perhaps institu-
tionally-given) specific goods df the bundle belong, and
the allocation of money income to these classes of goods,

The second recent approach of interest is that sug-

gested by Lancasfer.24

Lancaster suggests that consumption
is largely a socio-technological activity, and that the
consumption of goods as such is only a technical method

for a consumer to obtain access to a number of "character-
istics™ which lie behind goods, |In this regard, Lancaster
views the source or all consumer's utility as being "char

acteristics", where the consumption of goods is only an

indirect way of obtaining utility from certain "character-
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istics" of goods,

Al though different in approach, much the same prin-
ciple is suggested, finally, by Buttrick and Brownleé.25
They suggest that a consumer's utility is not directly a
function of goods themselves, but rather a function of
"needs"(which are a product of individual life-experiences),
As such, they express utility first as a function of
"needs"; Ui = ni(ql""qm)’ where m goods are defined,

Al though all of these "new approaches" are, by all
standards, interesting "new approaches", it may be remarked
nonetheless, that often the appfoaches are presented with
a minimum of philosophical or sociological analysis, This
has made it difficult, in some respects, to isolate the
fundamental problems the approaches were intended to solve,
and moreover, to establish what parts of these approaches
were of substantial theoretical interest, and what were,
on the other hand, only of arbitrary content,

The model presented here, it is stressed, not only
tries to resolve the general conflict between Neoclassical
theorists and Marxists over the nature of consumption, but
also attempts to incorporate, at least in spirit, most of

the essential ideas of the proposals outlined. here,
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CHAPTER SEVEN

A NEW FRAMEWORK FOR CONSUMER'S CHOICE

In this section, we suggest a revised framework for
the analysis of consumer's choice based on the theoretical
considerations discussed earlier, The section consists of
three parts, Part A will concern itself with a concise’
description of the characteristics of a consumption
environment which contains significant institutional con-
straints on consumption behavior, Part B will concern
itself with a general outline of the possible strategies
individuals may employ to "rationally" handle their con-
sumption within such an environment, Part C will consider
some of the implications of the framework proposed, and
especially its implications for further research in
economic theory,

A. Characteristics of the Consumption Environment

I. Goods and Institutional Prescriptions

(a) |t is presumed that all consumers confront a consump-
tion environment which contains specific rules and prescrip-
tions concerning "socially-acceptable" or "socially-desir-
able" consumption behavior within the environment,

In a general sense, these rules and prescriptions

may be seen to apply to many diverse aspects of consumer
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behavior, and over many different levels of aggregation,

They may be seen to apply, on one level, to the general

types of "economic activities" (or economic "life-styles")

individuals pursue, or "ought to pursue"; given their

income or class status, On an alternative and more specific

level, they may be seen to apply direcfly to the manner

in which individuals consume "goods" within a defined

environment, In the analysis at hand, the latter perspec-

tive will be used: the normative rules and prescrfpfions

of a defined environment will be taken to be attached

Specifically to the consumption of certain (available)

goods within the environmen'r.I
In general, it is assumed that the number of institu-

tional prescriptions upon goods and the number of available

goods are themselves both finite, Moreover, it is assumed

that institutional prescription does not extend to all

available goods, This logically implies the existence of

a class of goods to which no such prescriptions apply.
Those goods which are the subject of institutional

prescription within a defined environment are termed

"socially-relevant" goods; those which are not are

termed "socially-neutral" goods, "Socially-relevant"

goods, in particular, are goods which "ought to be consum-

ed" by an individual in order for him to meet the standards

of socially-acceptable or socially-desirable consumption
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behavior within the environmen'r.2 Socially-relevant goods,
moreover, may be of two types: weak or strong -- depending
on the character of the prescriptions attached to fhem.3

Weak SR-goods are defined simply as those goods
which, as a matter of instifufiénal prescription, should
be consumed at least minimally by all individuals within
the environment, |In short, for socially-acceptable consump-
tion behavior within the environment, it is required for
all individuals that their consumption of each weak SR-good
be greater than, but not equal to, zero.4

Al though minimal positive consumption of these goods

is seen to be specifiec independently of an individual's
budget considerations (i,e., a consumer ought to consume a
positive amount of each weak SR-good, irrespective of his
available income), they are subject to no further implicit
or explicit restrictions, Weak SR-goods are, it is stress-
ed, subject to no actual quantity restrictions, Further-
more, they may be valued by an individual on the basis of
his own preference or ranking scheme, and the individual
can thus define his own (private) marginal rate of substi-
tution between any one weak SR-good and any other (except,
as will be seen, strong SR-goods),

Strong SR-goods are subject to a qualitatively-dif-
ferent type of institutional prescription, They need not

be consumed as such, However, if they are consumed
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positively, then, as a matter of socially-acceptable
consumption behavior, they should be consumed in very
particular quantities -- depending upon an individual's
"effective" income consfrainf.5

The quantity-stipulation on the consumption of strong
SR-goods may be understood chiefly in terms of a further
characteristic of these goods ~- namely, that for all strong
SR-goods, a consumer's tastes or preferences are institu-
tionally prescribed (as are the respective marginal rates
of substitution between any one strong SR-good and any
other strong SR-good), Given institutionally-determined
preferences, and given, furthermore, prices and an "effec-
tive" income constraint, a particular socially-acceptable
consumption spot for an individual is then seen to be
implied.6

The final category of goods, socially-neutral goods
(SN-goods), are simply all goods which are not socially-
relevant, and which do not have institutional prescriptions
attached to them, They may be valued by an individual in
any fashion he pleases -~ quite independent of normative
influences, Furthermore, they may be consumed (not at all
or in any quantity) without institutional implication or
consequence,

Given the above, we thus define a partition of the

goods space, X, as follows:
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oo'x )’ for all i‘—': |’2’.l.n

X = (Xl...Xi n

SN

i = n+lyn+2,,,.N

X = (X xi...xﬁ or 0 for

SSR N+
all i = N+I,N+2,ooo‘aﬁo

), such that Xi = X

(where b, is the institutionally-acceptable minimum
level for the consumption of weak SR-goods and X?
is the institutionally-acceptable consump tion quantity

for strong SR-goods)

As will be discussed below, the assignment of any good to

any specific category of the three is to be regarded as

institutionally decided,

(b) Socially-relevant Goods

The introduction of socially-relevant goods into the
specification of modern capitalist consumption environmen ts.
is advocated here on the basis of the theory that all
modern capitalist consumption environments are character-
ized (and often emphatically) by the existence of very
definite strictures on "institutionally-acceptable" con-
sumption within the environment, In particular, it is

suggested that all modern capitalist societies do contain
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norm or value structures, and that all modern capitalist
societies do contain systems for expressing or enforcing
their norm or value structures in specifically economic
(consumption) terms,
One vital pivot of the above is undeniably advertising

-~ which is not only a system for making the normative
or value-founded aspects of consumption explicit and for
variously cbnsolidating (or reforming) the existing norm
or value structure of a society, but also for making almost
all goods at least weakly socially-relevant (or at least
appear so), Indeed one of the chief aims of advertising

is to make all goods "needed" in some sense,

Product competition, one of the most obvious phenomena
of modern capitalist consumption environments, would also
appear to be founded in the existence of such well-developed
norm and value structures, In this respect, most competi-
tion between products can be seen to be éompefifion over
whether (or not) a given product best satisfies some
stipulated normative principle (or set of principles) of
the consumption.environment (e,g., luxury, convenience,
comfort, the young-look, the old-look, etc,), In the
extreme, it might even be said that the basis for product
competition in contemporary times is only the norm-structure
of society, and, in fthis sense, not at al!l the so-called

functional properties which goods possess,

-
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(c) Types of Norms

The idea that there exists two qualitatively-different
types of socially-relevant goods within modern capitalist
consumption environments -- weak and strong -- is funda-
mentally based on the theory that all well-~developed
capitalist societies possess at |east two qualitatively-
different types of norms,

The two different types referred to are what will be
termed respectively, "basic norms" and "peripheral ‘norms",
In this regard, "basic norms" are the type of norm which
weak SR-goods are subject to, Correspondingly, "peripheral
norms" are what strong SR-goods are subject fto,

The difference between the two types of norms is not
fundamentally a matter relating to the stipulative strengths
of the respective norms, Rather, it is essentially a
a matter of whether adherence to the specified norm is
mandatory for all individuals of an envifonmenf, or whether,
alternatively, adherence is a matter of individual choice,

Basic norms are fundamentally characterized by the
property that adherence to them is universally-mandatory
within a defined environment., Within most Western consump-
tion environments, for example, such basic norms may be
seen to be embodied in the prescriptions to the effect that
one should have within his living-quarter, heat, electric-

ity, some sort of furniture, a refrigeration device, and
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and perhaps a telephone, According to social convention,
such items are necessary for everyone in some unspecified
minimum quantity,

Peripheral norms, in contrast to basic norms, are not
of the universally-mandatory type, Rather the adherence
of an individual to peripheral norms is strictly a matter
of his choice, An individual, as such, may choose to define
his consumption program in a way which avoids all peripheral
norms, Nonetheless, if an individual regards peripheral
norms (e,g., those concerning status, achievement, success
failure) as a significant or important basis for his
consumption decisions, or if, for independent reasons, he
regards the consumption of strong SR-goods (which are tied
to these norms) as integral to his consumption program,
then, as a rule, the individual will choose to enter the
domain of peripheral norms,

Once an individual does declare his hand on this
matter, and in particular, once he chooses to define his
consumption behavior within the domain of such perpheral
norms, he is seen to enter into a very special area of
consumption -- one where he must, as a matter of socially-
acceptable consumption behavior, follow considerably
detailed and specific normative prescriptions, These
prescriptions, it is noted, are significantly more bind-

ing on the consumer than those attached to basic norms,
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Strong SR-goods which are subject to such peripheral
norms are not difficult to find, The "two-car family"
and "stereophonic (two-speaker) sound" are perhaps two
clear examples of this type of stipulation., The consumer
does not have to consume these items as a requirement for
entrance into at least a number of classes in modern
capitalist society, Nonetheless, if he does decide to
consume the items, he is bound by a definite and absolute
quantity stipulation,

Of ten, too, it would seem that strong SR-goods are
defined in relative quantity terms, rather than absolute
quantity terms, In this respect, the quantity stipulation
emerges as a matter contingent upon (relative to) the
consumption of other goods, For example, one need not buy
a house with three separate floors, but if one does, then
it is perhaps institutionally-acceptable only if there are
two or three bathrooms and two or three telephones within
the house,

Many other examples of the two different types of
normative prescription can be found, as logically can
examples of weak and strong SR-goods, Even in considering
the consumption of |iterary works by the community of
or thodox economists, the proposed distinctions may be

applied, Paul Samuelson's introductory textbook, Economics’

can be viewed as a weak SR-good in as much as it is
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mandatory reading for any student minimally concerned with
the ideas of orthodox economics, yet one can acceptably

read only parts of it (or even more acceptably, skip parts
of it), one need not be responsible for detailed references,

etc, John Hick's value and Capital, on the other hand,

would appear to be a strong SR-good in so far as it need
only be read by those who aspire to be professional
or thodox economists, yet if it is read, in general, all of
it must be read -- perhaps x number of times, and perhaps
with detailed references,

Writings on the Methodology of Microeconomic Theory
(with perhaps the exception of Milton Friedman's Essays

n Positive Economics), and writings on the sociology of

consumption, however, would appear to be socially-neutral
in this context, Given the norms and standards of modern
"positive" economics, it is generally not of integral
impor tance whether such writings are examined at all --

or, if they are in what specific fashion they are examined,

(d) The Specific Character of the Consumpfion Environment

In the "static" analysis presented here, individuals
are presumed to face a consumption environment in which
there exists three-fold sets of strong SR-goods, weak SR-
goods, and socially-neutral goods, and in which the prices

of all goods are given,
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On the latter characteristic, it is presumed that all
prices are, in general, administered by institutions, and,
in particular, by controlling oréanizations such as govern-
ment "big business", and, at least to some extent, unions,
Iin the static set-up specified Here, it is presumed
furthermore, that no individual (or set of individuals)
can influence existing prices by his (or their) ac'rions.7

On the former characteristic, it is presumed that the
assignment of goods to the threefold specified categories
is a matter of institutional decision, As such, the parti-
tioning of the goods space in some defined fashion is taken
to be a major reflection of the given structure of values
of a society (or class),

It is stressed, furthermore, that the assignment of
a particular good to a particular category does not,
except coincidentally, reflect upon some universal under-
lying property of the good in question, |t reflects only
upon the character of the institutions and values of the
present (or immediate past) consumption environment, and
the character of the institutional decisions made within
these environments,

In the same vein, it is not suggested that goods which
are strong SR-goods under some present value-scheme may

not become weak SR-goods or socially-neutral goods under

a changed (future) institutional structure, Similarly, it
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is not suggested that certain goods which were socially-
neutral at some pboint in history cannot be other than
socially-neutral in the present,

Historical experience actually provides a whole
host of interesting examples of the above, The history
of institutional prescriptions on the consumption of
automobiles would appear to show that (at least in the
United States) the automobile has appeared in all three
categories in its history, Another interesting history
is the history of institutional views on the consumption
of butter and margarine., In this connection, both butter
and margarine were traditionally seen to be SR-goods in as
much as one was an "inferior substitute” for the other
(as standard orthodox texts tried to impress upon us),
This designation of socially-relevant status to both goods
was apparently bound up with all sorts of class norms,
and other matters related to socially-acéepfable consumption
behavior, In the present, however, with the consolidation
of the institutions of "dieting" and "health foods"™, it is
perhaps difficult to view either good as socially relevant,
The traditionally-cited “upper-class" can justify not
using butter on dieting or health food grounds, and hence
the sociél relevance of the consumption of butter or
margarine is now quite minimal,

Other examples may be cited, The history of views on
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cigarette smoking appears to a topic worth mentioning in
this regard,

2, Penalty Schemes of the Environment

In the previous section, we discussed the various
ways in which the norms and prescriptions of a consumption
environment put constraints upon the individual's consump-
tion of goods within the environment, |In particular, we
have suggested that for the general category of socially-
relevant goods, socially-acceptable consumption behavior
for an individual means: (a) the minimal positive consump-
tion of each weak socially-relevant good, and (b} the
defined positive consumption (in specific quantity terms)
of each strong socially-relevant good, if it is consumed,

In this section, we discuss the specific penalty-
schemes which an institutional structure is seen to
employ if the prescribed maxims of socially-acceptable
consumption behavior are not foklowed, Specifically, we
are concerned with the penalty schemes which apply in those
cases where, for weak SR-goods, at least one weak SR-good
is consumed in a quantity less than the sociélly-accepfable
minimum (b,), and where, for strong SR-goods, at least one
strong SR-good is consumed positively, but not consumed in

the socially-acceptable quantity,

(a) The basic idea that modern capitalist consumption
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environments do contain such penalty-schemes for deviant
consumption behavior is grounded in the we|l-known view
that all modern capitalist societies have built into them
certain mechanisms which explicitly aim to reinforce or
consol idate the existing norm or value structure of the
society (i,e, mechanisms of social control), These
mechanisms, in particular, are seen to work both through
the imposition of substantial pressures on individuals to
conforms to existing norms, and through the imposition of
of penalties on those individuals who do not respond to

such pressures.8

(b) The types of penalty-schemes which capitalist societies
use to discourage deviance in consumption would. appear to

be two-fold, They may be, first, of the implicit type
whereby the deviant individual is subjected to constant
criticism and denigration by other members of his gfoup,

and is excluded from certain social activities of the

group (i,e, classical "social alienation"), However,
penalties may also be of the explicit variety, whereby the
deviant individual is penalized in money terms (i,e, not

of fered opportunities for getting certain jobs or types

of jobs; for promotions; for fringe benefits, etc, ).9

In the analysis presented here, all penalties will be seen

as of the types expressible in money terms, and in a sense
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to be defined, represented as decrements in the institu-

tional |y-prescribed money income of the individual,

(c) Penalties for deviating from specified consumption
norms of an environhenf is seen here to be premissed init-
ially upon a "deviation function" on goods, D(X) -~ a
function which is mapoed into the real numbers, Given this,

we thus have, by definition:

(i) For socially-neutral goods: D(Xi) = 0 for all
i= 1,2,...0N
(ii). For weak socially-relevant goods:
Dix,) =0 if X; 2 b, for all i = n+ly, n+2,...N
Dix;) >0 if x; <b,, for all i = n+l, n+2,...,N

(iii) For strong socially-relevant goods:

D(xi) =0 if X; = 0 or X; = x?

Dix;) >0 if x; # x? and x. # 0
(d) The "income penalty function" as applying to deviance
in consumption will be defined in terms of the general
identity: M, = ¥ My » where M, is "effectively-realized
income", M s institutionally-prescribed income, and M, is

the total income decrement resulting from deviation with

respect to the consumption of SR-goods,
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M*, it is noted, is seen to be an institutional

estimate (based on institutional principles of valuation)
of how much money income an individual should receive at a
defined point in time, ¢iven his present occupation and
future job and earning prospects, if he follows a (present-
ly-deemed) socially-acceptable consumption pattern, Need-
less to say, it is only in the case where a consumer

chooses to reject a socially-acceptable consumption

strategy where m* wilt not equal M.
(e) M, =_Mgsr + Mzsr , Where Mgsr is the total income

decrement from deviance with respect to weak SR-goods and

r

where Mzs is the total income decrement from deviance with

respect to strona SR-goods, By the nature of weak SR-goods

N
Mgsr = Z k. where k., = O when x. >b. { i,e, DIx.) =
. i i i =i i
i=n+l|
or k., = a; (some defined positive amount) when x; < b,
(i.e. Di(x;)>01), for all i = n+l, n+2, ....N_h Likewise,
by the nature of strong SR-gooods, MZSr = I B.D. (x,)
S . ioi T
1=N+1|
for all i = N+l, N+2,.,,...N (where B, is a weighting factor

inter-strong SR-goods),

(f) In the above analysis, it is noted that for bath
weak and strong SR-goods, income penalty functions are

assigned to each individual good, This procedure is not

0),
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to be taken to suggest that income penalty functions
cannot be expressed in terms of aggregates of goods, For
example, specifying a finite set of weak SR-goods, it would
be easily possible to express penalties for deviance simply
in terms of the number of weak SR-goods which were not Con-
sumed in a quantity = b; -- an aggregate measure, Also with
respect to strong SR-goods, an aggregate measure could be
constructed, in particular, under the assumption that
controlling social institutions employed some type of
Social Welfare Function as a basis for computing penalty
functions for individual goods, The use of a social
welfare function in this regard would provide the type
objective measure to calcu!afe the penalty trade-off rates
be tween all strong SR-goods (except, of course, one),
Moreover, we could express the income penalty function
of all SR-goods, My =.g oiDi(xi)’ Qhere o; would be a
I=n+|
weighting factor inter-category and inter-individual goods,
As to the specification of income-penalty functions
in particular, it is evident that there are a great number
of interesting specifications, One could perhaps see the
d-function for strong SR-goods as characterized by increas-
ing marginal income decrements, for example, The particular
specifications of these functions are not of immediate

interest, however, The chief interest in the existence of

income penalty schemes is that they represent a characteris-
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tic of the consumption environment which all consumers face
in modern capitalism, and as that, they represent something
which is of integral significancé in shaping the character

of an individual's choice of an appropriate consumption

strategy within such an environment,

(g) Summary

In this section, we have attempted to outline a
conception of the characteristics of a modern capitalist
coﬁsumpfion environment which, above all, incorporates
both aspects of the traditional Neoclassical free choice
view and the traditional Marxist institutional control
view into analysis, The free choice features manifest
themselves, in particular, in the stipulation of (a) a
class of goods which has no normative or institutional
prescriptions attached to it, and can be consumed costless-
ly (i.e, SN-goods); (b) subjectively-determined preferences
for SN and weak SR-goods and (c) the option for a consumer
to not consume strong SR-goods., On‘the other hand, the
institutional control features manifest themselves in the
stipulation of (a) two classes of goods which are intimately-
attached to institutional and normative precepts of the
environment, and which are subject to income penalties if
they are not consumed acceptably (i,e, socially-relevant

goods); and (b) institutionally-determined preferences
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for strong SR-goods; and (c) the characteristic that

prices of all goods are fixed exogenously, As can be seen,
the chief advantage of this particular view of the consump-
tion environment, is that even though it, in principle,
binds a consumer to the dictates of a social structure, it

still permits him the freedom to choose alternative methods

of dealing with the structure, This is the essential pivot
of the framework proposed., As such, in what follows, we
concern ourselves specifically with outlining these altern-
atives and examining the most important question of why a
consumer might rationally pick one alternative over another

within this specified environment,

A. The Structure of Consumer Response

in Chapter Five, we argued that the method by which
we could successfully overcome the explaﬁafory deficiencies
of both traditional Neoclassical theory and traditional
Marxist theory was by allowing consumers to pick their own
principles of (mechanism of) rational choice, In order fto
explain the characteristics of a consumer's choice of a

particular set of principles (mechanism), however, it was

seen that we were required to modify both the traditional
Neoclassical and traditional Marxist conceptions of the

nature of modern consumption environments, In the previous
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aim, Here we turn directly to the consideration of the
choice options open to a consumer within an environment so
specified, and, the consumer's logic in choosing between

competing options,

. Freedom of Choice and Rational Action

Given the environment specified in Part A, two specific
implications for freedom of choice come forth, The first
is that a consumer, although confronted by very definite
constraints on his consumption of socially-relevant goods,
always had the possibility of obtaining substantial freedom
of choice by consuming (to the greatest possible extent)
socially neutral goods, The second is that he could never
possess complete "freedom of choice" (in the classical
sense) since he always had to deal with the problems of
(a) how he was to consume reguired goods (i,e, weak SR-goods)
and (b) how he was to consume strong SR-goods, if he indeed
wanted these goods in his bundle,

in this paper, the freedom we are interested in, as
such, is not the type of freedom suggested by the first
implication (i.e, the consumption of SN-goods), Rather,
our interest focusses on the possibilities of a consumer

possessing freedom of choice with respect to the second
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implication, In particular,what we focus upon here are
the possibilities for a consumer to choose between alter-
native strategies in handling his consumption of soéially-
relevant goods -- strategies, in particular which may all
be viewed as rational strategies, given the environmental
circumstances,

in this regard, it is the central (empirical) propos-
ition of the paper that even if most modern capjfalisf
consumption environments do not grant consumers the freedom
to choose between alternatives in many important areas
(e.g. which goods are SR-goods and which are not), they
always do permit consumers the freedom to choose between
alternative mechanisms of response in dealing with the
institutional stipulations of their environment, In partic-
ular, a consumer always has at least three very definite
options, The first is to ignore the institutional stipu-
lations (and pay the penalties), The second is to take
them seriously, and conform to them, And the third is to
take them seriously, and to criticize (deviate from) them,
Moreover, it is argued that the way this freedom is mani-
fested is through the ability of a consumer, given his own
aims and interests, to rationally choose (out of a set of
alternative specifications), a most appropriate specificat-
tion of a utility function (to maximize) and a cost function

(to minimize) within the environment,
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The consumer's choice of an appropriate specification
of utility and cost functions essentially reduces to a
question for the consumer of whether certain decision
variables ( or combinations of decision variables) should
be included (excluded) in the construction of his overall
choice model, Within the environment specified here, the
question is defined in terms of the inclusion (or exclusion)
of each of the following four variables in his total
utility and total cost functions: (1) economic utility,

(2 social utility, (3) economic costs, and (4) social
costs,

According to the view proposed, the consumer is
thought to answer this question by reference to particular
types of theories he holds about the relationship of his
own consumption decisions to the institutional environment

he faces, Although it is possible to say, prima facie,

that a consumer may hold many different particular theories
about his consumption within a defined environment, or
profess to hol!d no theories at all, here we are concerned
with explicating only those logical categories of theories
which must have a direct bearing on a consumer's choice

of specifications,

The first concerns the nature of the consumer's view
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of the characteristics of his consumption decisions
within the environment he consumes in, In particular, it
is suggested that if a consumer Holds some theory to the
effect that (1) his consumption decisions are based on
criteria which are exogenous to the institutional structure
he faces,(2) that his consumption decisions will not affect
the views (or decisions) of other memhers of his society
(class) and (3) that his consumption can under taken without
institutional feedback of any sort (i,e, no one will notice
his personal deviance from norms), then, as a rule, the
consumer will consider only economic variables in his
decision fqﬁcfions. Conversely, if any of (1),(2),(3) are
denied by the consumer, then he will include, as a rule,
social variables,in his specification of #these funttions,

The second concern is with those consumers wno adopt
the latter option above, |In particular, if a consumer is
of the latter variety above, he has two further theoretical
opfions.-- which leads to two further assertions, The
first is: If a consumer holds some theory to the effect
that the consumption environment which he presentiy faces
is an "optimal" environment, or the best "sub-optimal®"
environment he can ever expect, then he will aim to obtain
positive social utility from conforming to existing norms,
Contrastingly, the second is: if he holds some theory to

the effect that the present existing consumption environment
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is sub-optimal by some or all standards, and need reform,

then he will attempt to obtain positive social utility

from deviating from social norms. This then leads to the

third category of theories, In particular, if consumers
hold theories of the latter variety above and adopts the
view that reform can be accomplished "fhfough the system",
then he wiil take both economic and social costs irto his
utility function, Contrastingly, if he views reform of

the institutional structure as a revolutionary undertaking,

then his concern will not be with social costs(since they
will be immaterial after the revolution), but only with
economic costs (i,e, financing the revolution),

The existence of the three theoretical categories for
consumer decision-making within the environment specified
is of andamental importance., Not only does the theoretical
option picked by any consumer dictate his principles of
rational action in the environment, but also the existence
of such theoretical options in themselves directly indicate
the Iimits to which a consumer can logically pick alternat-
ive specifications of variables entering his choice problem

within the specified consumption environment,

3, The Utility Function on Conformance to and Deviance

from Norms of the Znvironment

As we suggested above, all social utilities which
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erise in the framwork proposed here arise because of a
consumer's view of the institutional and normative struci-
ure he consumes under, |f he is a socially-conscious
consumer (as outlined above), then obtaining positive
utilities in particular from cohforming to ( or deviating
from) existing institutional prescriptions will form an

integral part of the consumer's choice problem,

The way we represent these social utilities here is
N
by a deviance function: uP = f L I;D0(x;)] (where I, is
i=n+l|

weighting factor), This then implies three relevant cases:

(i) ouP > 0 for a deviant (he gets positive
OD(xi) :
utility from deviating)

(ii) ou® < 0 for a conformist (he gets positive
ou(xi)
utility from not deviating)

(iii) ouP = 0 for a socially-disinteresed con-

oD(xi)
sumer (he gets positive utility neither from

deviating or conforming, since the institutional
and normative structure of the consumption

environment is irrelevant to his descision-making).

The properties of the function UP are fairly easy to
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understand, It is, of course, logically defined only for
socially-relevant goods, For weak SR-goods, it is defined
for any quantity <b,; for strong SR-goods, it is defined at
all quantities greater than, but not equal to zero, It

is noted also that the particular specification of the
social utility (deviance function) is seen here to be a
matter of the consumer's own "tastes", and along with his
ability to pick his own theories of the consumption
environment is seen to represent a touchstone of individual

freedom of choice,

4, Behavioral Options Within the Environment

On the basis of the above groundwork, it is possible
to outline the behavioral options logically possible
within the defined consumption environment, These follow
directly from the types of theories consumers hold with
respect to the consumption environment they consume in,
and are all seen as (potentially) rational consumption
strategies within the environment, Let the symbols
denote: |

G

(1) Uiy = ! gI( Xieoaxy) + g ! xn+l""xN) s utility

from functional properties of goods.
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N
(ii) (+)U? y = (+)d[ = HiD(xi)]: utility from deviating
X i=n+|
from norms
o -N
Ciii) (=) = (~)d[ £ I.0(x,)]: utitity from conform-
(x) i=n+l ! i
ing to norms,
: N .
tiv) ¢ = ¢ Pix; @ economic costs of goods
i=| :
S N
(v) C° = My = [ = oID(x')]: social costs from
i=n+|

deviating

We may portray the behavioral options logically possible

within the environment by the following schema:

Cost factors

Case No, Ufility.facfors considered - considered
i U?x) CE
2, e, cS
3, ue) cE, ¢S
4, (+)0°_ cE
5, (+ 0, ¢S
6. (+102 cE, ¢S
7. (-1u? | cE
8. -l ¢S

9. )0l E
) ( )U(X) c-, C
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{continued)

10, W s cE
. TSI cS
12, SRSV ck ¢S
13, WS, ps (-00% cE
14, UT,ys (-10% cS
15, Wy - cE,c®

The Implications for Analysis

It is not the purpose of this paper to work out the
straightforward maximization mathematics for consumers
who hold specifications of the type outlined above, What
we aim to do here is simply to bring attention to certain
important characteristics which stand out in connection
with any analysis along the path proposed, Four items are
of particular importance,

The first is that out of the fifteen possible cases
outlined above, only eight are of genuine empirical
impor tance, Wwe delete cases 2,5,8,11, and 14 on the
grounds that fhey‘are only interesting consumption strate-
gies in the cases (i) when an individual income is infinite
or (ii) when prices of all goods are effectively zero,

We delete cases 9 and 15 on the grounds that, since cs

for a conformist must, by definition, be zero, they reduce
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to cases 7 and |3 respectively,
The second feature to be noted is that, within the
framework proposed, the precise character of a consumer's
consumption choices will depend uﬁon, among other things,

the particular specification of the deviance function the

consumer uses, the particular specification of the income-

penalty function which the institutional structure employs
for deviant behavior (i,e, its severity), and the relative

distribution of SN, weak SR, and Strong SR-goods within

the total universe of goods available in a consumption
environment,

A third feature is that all choice outcomes in the
framework will be seen to depend very heavily upon the
institutionally-established m* (income) for an individual,
This is clear simply by citing the simple case of a conform-
ist who cannot afford all weak SR-goods, Or by citing the
individual who has such a great I* that he can afford any
deviance (penalties), As such, it is clear that what we
are concerned with here is sort of a middle-class choice
problem, We assume, in general, that all individuals can
afford all weak SR-goods, but no individual can afford to
endure all income penalties,

Fourth, and finally, it is noted that all strategies’
which do not take into account social costs (except, by

definition, the conformist strategy) will be, as a rule,
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unstable, In short, it will only be by co-incidence,

that a consumer manages to choose a consumption strategy
which avoids the penalfy-schemes.of the environment, |If
he does not, and, if the penalties do enter the scene,
however, it is evident that (at least over time) the
consumer will not be able to maintain his proposed
consumption schedule, Either he will have to settle for
less income (i,e, less goods), or he will have to change

his strategy.

C, General Implications

The most important feature of the view of consumption
presented here is that it does permit both the explication
of the standard Neoclassical positions ( cases | through 3)
and the (possibly) standard Marxist positions (cases 4
lthrough 9), along with a variety of mixed cases ( |0
through 15) -~ all within one explanatory framework, To
produce such a framework was a major aim of the paper,
What the view also provides in accomplishing the above is
arguably a far more realistic framework to examine both
the empirical and dynamic aspects of consumption, In par-
ticular, it permits the isolation of very particular cases
of consumption behavior which have very specific empirical

choice implications, Moreover, these can be tested in a
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context which is far richer than those traditionally
suggested, We not only have the choice implications of
changes in economic variables (prices) to test but changes
in the institutional structure as well (specification of
income penalty function ).

As for dynamics, the chiéf advantage of the formula-
tion presented is that it takes into account the jdea
that consumers hold.very definite theories about the
consumption environment, These theories consumers are
seen to test by the success of the consumption strategy
in the period in question (and accept or reject according-
ly). Changes over time in a consumption strategy are to

be explained, ceteris paribus, by his rejecting a particu.

lar theory about the consumption environment,

In general, future research along the |ines proposed
here, clearly must be concerned with the dynamics of the
framework, In particular, the focus must be upon (1) changes
in the institutional and normative structures of the
consumption environment, {2) changes in the theories of
the consumption environment which individuals hold, and
(3) changes in choice strategies by individuals, Further-
more, the aim of such research must be to draw concrete
relationships between these three items -~ relationships
which lead, in part, to specific empirical conclusions

about the nature of modern consumption,
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Footnotes to Chapter Seven

. By "goods", however, we mean, in a broad sense, both
individual items of consumption and classes of funcflonally_
related items, We shall thus not be lmmedlafely concerned
with the problems of relationships between various individ-
ual items of consumption, It is also noted that the level
of aggregation used to define "the consumption environment"
is taken here to be immaterial, The analysis is seen to
apply equally well to a soc:ety, a class of society, or

smal ler sub-group,

2., We shall not be concerned here with the many possible
types of "negative prescription" (i,e, concerning what
"ought not" to be consumed within the environment),

Although this may be incorporated into analysis easily, all

prescription will be taken here to be of the "positive"
variety,

3. Henceforth, "socially-relevant goods" will be noted
SR-goods, When necessary, weak socially-relevant goods
will be symbolized WSR; strong socially-relevant goods,
SSR,

4, The stipulation of a set of weak-SR goods within a
consumption environment can be seen to be an institutional

way of ruling out the possibilities of "corner solutions”
5, The term "effective income constraint" will be clar-
ified below, In essence, the "effective" income of an

individual and the normally-prescribed income of an
individual only differ in those cases where the individual
does nof conform to the institutional prescriptions
concernlng the consumption of =ocually relevant goods, and
is thus subjected to income penalties by institutions of
his environment,

6. This may be illustrated simply in terms of the

standard maximization analysis involving, in particular,

some sort of institutionally -prescribed (and "well-behaved")
set of social lndlfference curves, (SSR, stands for the
particular stong §k-good, y, for all ofhér strong SR-goods)

Y

S|
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6., (cont,) Here x* represents the socially prescribed
consumption spot for the individual, given his "effective"
incgme and prices, This corresponds to the consumption of
SSR™., It is noted in the analysis here that the traditional
or thodox rationality principle is used., The principle is
seen here to represent an institutionally-prescribed
convention for picking socially-acceptable consumption
points for strong SR-goods,

7. The only way an individual can influence prices is in
a dynamic context, if he becomes part of (or the embodiment
of) some controlling institution (e,g., Ralph Nader),

8. In the analysis presented here, we view the individual's
employer (manager, "boss") as the enforcer of currently-
existing social norms, |f the individual is himself an

employer, it is assumed that he conforms to the existing
norms of society; or, within the defined environment of
the business establishment, he sets the normative standards
himself,

It is also noted that the introduction of explicit
forms of social control into the environment conflicts
with the classical (orthodox) independence assumption,

9, For an obvious example from contemporary (U,S,) society
-~ the upper class youth with upper-class education and
training who refuses to cut his hair to gain appropriate
employment,
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