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ABSTRACT 

T h e s i s  T i  t l e :  l n s t i  t u t i o n a l  Cho ices  and t h e  Theory 

o f  Consumer's B e h a v i o r  

Throughout  t h e  modern h i s t o r y  o f  economic a n a l y s i s ,  

t h e r e  h a s  a lways  been a  d i s p u t e  between economis ts  o f  t he  

N e o c l a s s i c a l  schoo l  and economis ts  o f  t h e  M a r x i s t  schoo l  

on the  m a t t e r  o f  whe the r  ( o r  n o t )  i n d i v i d u a l s  w i t h i n  a  

deve loped c a p i t a l i s t  s o c i e t y  possess  l l freedom o f  c h o i c e "  

i n  consumpt ion.  N e o c l a s s i c a l  t h i n k e r s ,  i n  p a r t i c u l a r ,  

have t r a d i t i o n a l l y  de fended t h e  v i e w  t h a t  i n d i v i d u a l  

" f reedom o f  cho ice1 '  i s ,  i n  f a c t ,  one o f  t he  most o u t -  

s t a n d i n g  c h a r a c t e r i s t i c s  o f  deve loped c a p i t a l i s t  consuflp- 

t i o n  env i ronmen ts .  On t h e  o t h e r  hand, M a r x i s t  t h i n k e r s  

have ( o f t e n  e m p h a t i c a l l y )  d e n i e d  t h i s  -- s t r e s s i n g  i ns tead ,  

t he  w idesp read  i n f l u e n c e  o f  economic i n s t i t u t i o n s  and 

s o c i a l  c o n v e n t i o n s  on t h e  c h a r a c t e r  o f  i n d i v i d u a l  consump- 

t  ion .  

I n  t h i s  paper ,  however, i t  i s  a rgued t h a t  n e i t h e r  

v i e w  p r o v i d e s  an adequate  p i c t u r e  o f  i n d i v i d u a l  consumpt ion  

w i t h i n  a deve loped  c a p i t a l i s t  s o c i e t y .  I n  t h i s  r e s p e c t ,  i t  

i s  suggested  t h a t  mos t  advanced cap i t a  l i s t  consumpt ion  

e n v i r o n m e n t s  n o r m a l l y  c o n t a i n  b o t h  e lemen ts  o f  " f r e e  c h o i c e "  

and o f  " i n s t  i t u t  i o n a l  d e t e r m i n a t i o n " ,  and, a s  a  r u l e ,  a 



consumer must t a k e  b o t h  e lemen ts  s y s t e m a t i c a l l y  i n t o  

accoun t  when c o n s t r u c t i n g  h i s  consumpt ion  c h o i c e  program. 

I n  p a r t i c u l a r ,  i t  i s  suggested  t h a t ,  a s  a  r u l e ,  a  

consumer 's  e s t a b l  ishmen t  o f  h i s  " t a s t e s  w i  t h  r e s p e c t  t o  

~ o o d s "  i s  n o t  a  m a t t e r  o f  h i s  l ' f r e e  cho ice" .  "Tas tes  w i t h  

r e s p e c t  t o  goods" a re ,  i t  i s  argued, n o r m a l l y  e s t a b l i s h e d  

i n  c o n j u n c t i o n  w i t h  a  l a r g e  number o f  i n s t i t u t i o n a l  p r e -  

s c r i p t i o n s  ( i . e .  c o n c e r n i n g  what i s  " s o c i a l l y - a c c e p t a b l e "  

o r  " s o c i a l l y  d e s i r a b l e "  consumpt ion  b e h a v i o r  f o r  a  s o c i e t y  

o r  c l a s s ) ,  A consumer 's  a c t u a l  " f reedom o f  c h o i c e "  l i e s  

i n s t e a d  i n  h i s  a b i l i t y  t o  choose a  method o f  " r a t i o n a l l y "  

dea l  i n s  w i t h  a  consumpt ion  env i ronmen t  w h i c h  c o n t a i n s  

such i n s t i  t u t  i o n a l  p r e s c r i p t  ions ,  A consumer may choose, 

f o r  t h e  most p a r t ,  t o  con fo rm t o  such s o c i a l l y - d i c t a t e d  

p r e s c r i p t i o n s ,  o r  he may choose, f o r  t he  most  p a r t ,  t o  

d e v i a t e  f rom them, o r  i n  t h e  l a s t  i n s t a n c e ,  he may choose 

t o  i g n o r e  them a l t o g e t h e r ,  The i n d i v i d u a l l s  c h o i c e  o  I 
p a r t i c u l a r  s t r a t e g y  depends i n  a l l  cases  on h i s  v i e w  o f  

what  i s  t h e  most  a p p r o p r i a t e  ( " r a t i o n a l " )  way f o r  h i m  t o  

a c t  i n  a  s o c i a l l y - c o n s t r a i n e d  env i ronment ,  g i v e n  h i s  own 

a ims  and i n t e r e i t s .  

The v i e w  p r e s e n t e d  h e r e  r e p r e s e n t s  a  qua1 i t a t  i v e l  y, 

d i f f e r e n t  way o f  l o o k i n g  a t  i n d i v i d u a l  consumpt ion  i n  a  

deve loped  c a p i t a l i s t  s o c i e t y .  I n  p a r t i c u l a r ,  a  consumer 's  

a c t u a l  "goods d e c i s i o n "  i s  t o  be e x p l a i n e d  l a r g e l y  a s  a  



s o l u t i o n  t o  t h e  consumer 's  p r o b l e m  o f  e s t a b l  i s h i n g  the  

most a p p r o p r i a t e  way o f  behav ing  i n  a s o c i a l  I y - c o n s t r a i n e d  

env i ronmen t  ( i . e .  h i s  c h o i c e  o f  s t a n d ~ r d s  o f  " r a t i o n a l  

a c t i o n " ) .  Fu r the rmore ,  a  consumer 's  a c t u a l  "goods d e c i s i o n "  

i s  seen t o  be on l y  an i n d i r e c t  one -- i n  a s  much a s  i t  r e s t s  

on t h e  consumer1 s p r i o r  d e c i s i o n  t o  d e a l  w i  t h  h i s  consump- 

t i o n  env i ronmen t  i n  a v e r y  p a r t i c u l a r  way. 

A l t h o u ~ h  t h e  framework p r e s e n t e d  h e r e  w i l l  be p r e s e n t  

ed a s  an essen t  i a l I y  " s t a t  i c "  mode I, t h e  framework can be 

seen t o  be premissecl  on l a r g e 1  y  "dynamictt  c o n s i d e r a t i o n s .  

I n  t h i s  r e s p e c t ,  t h e  consumer 's  v i e w  o f  what  c o n s t i t u t e s  

" r e t i o n a l  a c t i o n "  i n  a  s o c i a l l y - c o n s t r a i n e d  env i ronmen t  

canno t  b e  taken  a s  a  m a t t e r  indeoendent  o f  h i s  v i e w  o f  

t h e  " o p t i m a l  i t y n  o f  t h e  p r e s e n t  consumpt ion  env i ronmen t  

and the  p o s s i b i l i t i e s  i n h e r e n t  i n  f u t u r e  consumpt ion  

env i ronments .  Moreover ,  i n d i v i d u a l  consumpt ion  b e h a v i o r  

i s  i n t e r p r e t e d  h e r e  a s  be ing ,  f o r  t h e  most  p a r t ,  an 

a t t e m p t  t o  l ' t es t l '  a p a r t i c u l a r  t h e o r y  o f  " r a t i o n a l  a c t i o n u 1  

i n  s o c i e t y  ( a n d  r e l a t e d l y ,  o f  s o c i a l  change) ,  



"Any e n g i n e  o f  a n a l y s i s  w h i c h  embodies b o t h  the  
t e n a b l e  e lemen ts  o f  Marx ism and the  a s s i m i l a b l e  
components o f  non -Marx i s t  t h e o r i e s  o f  r e l e v a n t  
change, and o f  i n t e r i n d i v i d u a l  and i n t e r g r o u p  
soc io -economic  r e l a t i o n s  w i l l  n e c e s s a r i l y  p r o v e  
v a s t l y  more u s e f u l  than w i l l  modern economc 
theo ry ,  however much r e f  ined.  " 

- J. J. Speng ler ,  S o c i o l o a i c a l  
Pre-Supposi  t  i o n s  of ~ c o n o m r c  
Theory, ( 1940 1 
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I 

CHAPTER ONE 

I NTRODUCTI ON 

Throushout  t he  h i s t o r y  o f  modern economic a n a l y s i s ,  

t h e r e  has a l w a y s  been i n t e n s i v e  d i s p u t e  be tween economis ts  

o f  t h e  N e o c l a s s i c a l  schoo l  and economis ts  o f  t h e  l f \ a r x i s t  

schoo l  ove r  whether  the  most a p p r o p r i a t e  p o r t r a y a l  o f  

modern consumer b e h a v i o r  i s  one w h i c h  endows consumers 

w i t h  f reedom o f  c h o i c e ,  o r ,  a l t e r n a t i v e l y ,  one w h i c h  

d e n i e s  them such freedom. T h i n k e r s  o f  t h e  N e o c l a s s i c a l  

s c h o o l ,  i n  p a r t i c u l a r ,  have l o n g  de fended t h e  v i e w  t h a t  

i n d i v i d u a l  f reedom o f  c h o i c e  -- the  p o s s i b i l i t y  f o r  an 

i n d i v i d u a l  t o  i n d e p e n d e n t l y  c o n t r o l  o r  d e t e r m i n e  i m p o r t -  

a n t  a s p e c t s  o f  h i s  c h o i c e  p r o b l e m  -- i s ,  i n  f a c t ,  one o f  

t h e  most fundamenta l  c h a r a c t e r i s t i c s  o f  modern c a p i  t a l  i s t  

consumpt ion  a c t i  

t h e i r  mode ls  o f  

T h i n k e r s  o f  t he  

r e g a r d e d  t h i s  v i  

one o f  t h e  most 

v i t y ,  and have p remissed  a l m o s t  a l l  o f  

consumer b e h a v i o r  on such a  view. 
I 

M a r x i s t  schoo l ,  however, have g e n e r a l l y  

ew a s  u n r e a l i s t i c ;  a r g u i n g  i n s t e a d  t h a t  

ev i d e n  t  f e a t u r e s  o f  an advanced c a p i  t a  l i s t  

s o c i e t y  i s  t he  e x i s t e n c e  o f  v e r y  s p e c i f i c  t y p e s  o f  i n s t i -  

t u t i o n a l  c o n t r o l  w h i c h  i n f  luence and c o n s t r a i n  t h e  con- 

sumpt ion  d e c i s i o n s  o f  i n d i v i d u a l s ,  and w h i c h  t h u s  impose 

seve re  l i m i  t a t  i o n s  on t h e i r  f r r e d o m m 2  On t h i s  account ,  

M a r x i s t  t h i n k e r s  have c o n s i s t e n t l y  i m p l i e d  ( t h o u g h  n o t  



c l e a r l y  f o r m u l a t e d )  mode ls  o f  consumer b e h a v i o r  wh ich  

take  i n t o  accoun t  these i n f l u e n c e s  and c o n s t r a i n t s  ( e.g. 

a d v e r t  i s i n g ,  " c l a s s N  consumpt ion  p r e s s u r e s ,  i n s t  i t u t  i o n a l  

income d e t e r m i n a t i o n ) ,  and have c o n t r a s t e d  them, i n  

p r i n c i p l e ,  w i t h  o r t h o d o x  N e o c l a s s i c a l  models,  

H i s t o r i c a l l y ,  t h e  d i s p u t e  between N e o c l a s s i c a l  

t h i n k e r s  and M a r x i s t s  o v e r  f reedom o f  c h o i c e  h a s  a l w a y s  

remained a  most  i n t e r e s t i n g  and t o p i c a l  one. T h i s  i s  n o t  

on l y  because t h e  d i s p u t e  h a s  a lways embodied m a t t e r s  

fundamenta l  t o  t h e o r e t i c a l  i n q u i r y  i n t o  consumer b e h a v i o r ,  

and n o t  o n l y  because d i s c u s s i o n  o f  such fundamenta l  

m a t t e r s  has  se ldom been approached d i r e c t l y  o r  o p e n l y  

b y  e i  t h e r  schoo l  ,3bu t a l s o ,  most  i m p o r t a n t ,  because t h e  

d i s p u t e  has  c o n s i s t e n t l y  been seen b y  i t s  p a r t i c i p a n t s  

f r o m  one s i m p l e ,  y e t  h i g h l y - i n f l u e n t i a l  p e r s p e c t i v e .  T h i s  

i s  t h a t  t h e  u l t i m a t e  s o l u t i o n  t o  t h e  d i s p u t e  l i e s  i n  

e i  t h e r  t he  t r i u m p h  o f  some ex t reme N e o c l a s s i c a l  p o s i  t i o n  

-- w h i c h  i n c o r p o r a t e s  i n t o  a n a l y s i s  v i r t u a l l y  no a s p e c t s  

o f  i n s t i  t u  t  i o n a l  c o n t r o l  --, o r  some ex t reme M a r x i s t  

p o s i t i o n  -- w h i c h  i n c o r p o r a t e s  i n t o  a n a l y s i s  v i r t u a l l y  

no  a s p e c t s  o f  i n d i v i d u a l  f r e e  cho ice- - ,  and not i n  t he  

c o n s t r u c t i o n  o f  some v i a b l e  t h i r d  a l t e r n a t i v e  wh ich  

i n c o r p o r a t e s  r e l e v a n t  a s p e c t s  o f  b o t h  p o s i  t  i ons .  

The p r i m a r y  pu rpose  o f  t h i s  paper  i s  t o  c h a l l e n g e  



t h i s  h i g h l y - i n f l u e n t i a l  p e r s p e c t i v e .  The c e n t r a l  con ten -  

t i o n  o f  t h e  paper  i s ,  i n  f a c t ,  t h a t  i f  t h e  d i s p u t e  between 

N e o c l a s s i c a l  and M a r x i s t  t h i n k e r s  i s  p e r p e t u a t e d  a l o n g  the  

l i n e s  o f  t h i s  p e r s p e c t i v e ,  then t h e  d i s p u t e  s i m p l y  does 

n o t  possess  a  s a t i s f a c t o r y  outcome. The r e a s o n  f o r  t h i s ,  

i t  i s  argued, i s  t h a t  w h i l e  b o t h  an ex t reme N e o c l a s s i c a l  

f r e e  c h o i c e  p o s i t i o n  and an ex t reme M a r x i s t  i n s t i t u t i o n a l  

c o n t r o l  p o s i t i o n  do p r o v i d e  p o s s i b l e  avenues f o r  i s o l a t i n g ,  

i n  a  l o o s e  sense, c e r t a i n  r e l e v a n t  f e a t u r e s  and t e n d e n c i e s  

I 
, w i t h i n  modern c a p i t a l  i s t  consumpt ion  a c t i v i t y ,  n e i t h e r  o f  
I 

j t h e  v i e w s  ( i n  themse lves )  p r o v i d e  a  s u f f i c i e n t l y  g e n e r a l  

1 o r  e x p l a n a t o r y  framework t o  examine modern consumer behav- 
I 
I 

I i o r .   either v i e w  can s y s t e m a t i c a l l y  accoun t  f o r  t h e  

consumpt ion  b e h a v i o r  c i  t e d  b y  i t s  coun t e r p a r  t. Nei t h e r  

v i e w  can accoun t  f o r  t h a t  t y p e  o f  consumpt ion  b e h a v i o r  

w h i c h  goes on, i n  p a r t i c u l a r ,  i n  an env i ronmen t  c h a r a c t e r -  

i z e d  b y  - b o t h  an aspec t  o f  f r e e  c h o i c e  and an aspec t  o f  

i n s t i t u t i o n a l  c o n t r o l .  

What t h i s  paper  a r g u e s  s p e c i f i c a l l y  i s  t h a t  t h e  o n l y  

s a t i s f a c t o r y  s o l u t i o n  t o  t h e  d i s p u t e  i s  t he  c o n s t r u c t i o n  

o f  an a  l t e r n a  t i ve concep t  i o n  o f  modern cap i t a  l i s  t consump- 

t i o n  a c t i v i t y ;  one w h i c h  i n c o r p o r a t e s  c e r t a i n  o f  t he  

u n d e n i a b l y  v a l u a b l e  a s p e c t s  o f  b o t h  s t a n d p o i n t s  w i  t h o u t  

J i n c o r p o r a t i n g  t h e i r  t r a d i t i o n a l  weaknesses. To the  end o f  



c o n s t r u c t i n g  such an a l  t e r n a t i v e ,  what  t h i s  paper  focuses  

on e s p e c i a l l y  a r e  the  e x p l a n a t o r y  d e f i c i e n c i e s  o f  b o t h  

N e o c l a s s i c a l  and M a r x i a n  v iews.  T h i s  i s  because i t  i s  

f e l  t  t h a t  t h e  e x p l a n a t o r y  d e f i c i e n c i e s  o f  b o t h  v i e w s  a r i s e  

p r e c i s e l y  because n e i t h e r  o f  t h e  v i e w s  g r a n t  consumers any 

e f f e c t i v e  f reedom i n  c h o o s i n g  t h e i r  b e h a v i o r a l  s t r a t e g i e s .  

B o t h  views, i n  p a r t i c u l a r ,  l o c k  consumers i n t o  a  s p e c i f i c  

mechanism o f  r a t i o n a l  c h o i c e ;  one, w h i c h  among o t h e r  t h i n g s ,  

i s  based on a  s p e c i f i c a t i o n  o f  d e c i s i o n  v a r i a b l e s  i n  a  

model o f  c h o i c e  w h i c h  i s  p r e - d e t e r m i n e d  and beyond the  

consumerls c o n t r o l .  

What t h i s  paper  a t t e m p t s  t o  show i s  t h a t  i f  we remove 

the  c o n s t r a i n t  imposed on consumers by  such mechanisms, and 

p e r m i t  consumers t h e  f reedom t o  choose t h e i r  own p r i n c i p l e s  

o f  r a t i o n a l  a c t i o n  ( based, i n  p a r t i c u l a r ,  on t h e i r  f r e e -  

dom t o  choose a  most  a p p r o p r i a t e  s p e c i f i c a t i o n  o f  v a r i a b l e s  

e n t e r i n g  t h e i r  u t i l i t y  and c o s t  f u n c t i o n s ) ,  then t h e  

e x p l a n a t o r y  d e f i c i e n c i e s  o f  b o t h  t r a d i t i o n a l  v i e w p o i n t s  

can be l a r g e l y  overcome. As w i l l  be seen, t he  advantages  

o f  t h i s  m o d i f i c a t i o n  a r e  most n o t e w o r t h y .  Not o n l y  does 

i t  a l l o w  a l m o s t  a l l  o f  t h e  a s p e c t s  o f  i n s t i t u t i o n a l  c o n t r o l  

t h a t  M a r x i s t s  have t r a d i t i o n a l l y  c i t e d  i n  c o n n e c t i o n  w i t h  

modern consumpt ion  t o  be i n c o r p o r a t e d  i n  t o  a  s e t t i n g  com- 

p a t i b l e  w i t h  N e o c l a s s i c a l  f r e e  c h o i c e ,  b u t  i t  a l s o  p e r m i t s  



t he  c o n s t r u c t i o n  o f  an a n a l y t i c  f ramework wh ich ,  i n  a d d i -  

t i o n  t o  b e i n g  a b l e  t o  accoun t  f o r  t h e  s t a n d a r d  c h o i c e  

imp1 i c a t i o n s  o f  b o t h  t r a d i t i o n a l  v iews ,  i s  a b l e  t o  expl  i- 

ca  t e  a  number o f  h i  t h e r  to -unnot  i c e d  cases  o f  r a t i o n a l  

? c h o i c e ,  

The paper  i s  d i v i d e d  i n t o  s i x  s e c t i o n s .  Chapter  Two 

c o n c e r n s  i t s e l  f  w i  t h  the  p r e s e n t a t i o n  o f  t he  m e t h o d o l o g i c a l  

and a n a l y t i c  c o n f l i c t s  w h i c h  have t r a d i t i o n a l l y  a r i s e n  b e t -  

ween N e o c l a s s i c a l  t h i n k e r s  and M a r x i s t s  o v e r  t h e  c h a r a c t e r -  

i s t  i c s  o f  modern consumpt ion.  Chapter  Three conce rns  i t s e l  f  

w i t h  o u t l i n i n g  t h e  e x p l a n a t o r y  d e f i c i e n c i e s  i n h e r e n t  i n  the  

r e s p e c t  i v e  v iews,  Chapter  Four  e x p l a i n s  the  r e  l a  t  i o n s h i p  

be tween these exp l ana t o r y  p r o b  l ems and the  absence o f  f r e e  

c h o i c e  i n  e i t h e r  d o c t r i n e .  Chap te r  F i v e  d i s c u s s e s  the  

f e a t u r e s  o f  t he  a l  t e r n a t i v e  v i e w  t o  be p r e s e n t e d  here ,  and 

i t s  g e n e r a l  m e t h o d o l o g i c a l  s i g n i f i c a n c e ,  Chap te r  S i x  i s  

f u n d a m e n t a l l y  b i b l i o g r a p h i c a l ,  I t  a t t e m p t s  t o  b r i e f l y  

o u t  I i n e  where and i n  what  f a s h i o n  e l e m e n t s  o f  t he  proposed 

v i e w  have been a n t i c i p a t e d  w i t h i n  o r t h o d o x  N e o c l a s s i c a l  

thought .  And i n  Chap te r  Seven, a  model o f  consumer 's  

c h o i c e  based on a  s y n t h e s i s  o f  N e o c l a s s i c a l  f r e e  c h o i c e  

and M a r x i s t  i n s t i t u t i o n a l  c o n t r o l  i s  p r e s e n t e d .  

I n  c o n n e c t i o n  w i t h  t h e  l a s t  s e c t i o n ,  i n  p a r t i c u l a r ,  

i t  i s  emphasized t h a t  t h e  model p r e s e n t e d  h e r e  i s  p r e s e n t e d  



m a i n l y  on an e x p l o r a t o r y  b a s i s ,  I t  t r i e s ,  i n  essence, t o  

o u t l i n e  the  t y p e s  o f  c h a r a c t e r i s t i c s  w h i c h  w o u l d  be d e s i r -  

a b l e  i n  any f o r m u l a t i o n  a i m i n g  t o  f u s e  N e o c l a s s i c a l  and 

Marx ian  assumpt ions.  However, i n  no  r e s p e c t  does i t  

r e p r e s e n t  a  f  i n  i shed p r o d u c t .  I t a t  tempts  t o  o u t  l i n e  o n l y  

one s e t  o f  p o s s i b l e  g u i d e - l i n e s  i n  d e a l i n g  w i t h  a  doubt -  

l e s s l y  most  s e r i o u s  v o i d  i n  economic though t .  

F o o t n o t e s  t o  Chapter  One 

I. We r e f e r  h e r e  t o  a  v i e w  o f  consumer b e h a v i o r  based 
p r i m a r i l y  on the  p e r s p e c t i v e s  l a i d  down b y  J. H i c k s  
( V a l u e  and C a p i t a l ,  London, Oxford ,  1939) and P.A. Samuel- 
s - o x a t ~ o n s  o f  Economic A n a l y s i s ,  Cambridge, Mass., 
H a r v a r d  Un i v e r s i  t r ~ r e s s ,  1947) and the  me thodo l  og l c a l  
cum p o l i t i c a l  p o s r t i o n  propounded ( e s p e c i a l l y  i n  r e c e n t  - 
y e a r s  by M. F r i e d m a n ( C a p i t a l i s m  and Freedom, Chicago, 
U n i v e r s i t y  o f  Ch icapo Press ,  1962, and Essays in P o s i t i v e  
Economics, Chicago,  U n i v e r s i t y  o f  Chicago Press ,  1953) 

2. We r e f e r  t o  the  h \ a r x i s t  schoo l  i n  a  v e r y  genera l  sense 
here .  We i n c l u d e  w i  t h i n  i t  v a r i o u s l y  I n s t i  t u t  i o n a l  i s t s ,  
modern R a d i c a l  economic t h e o r i s t s ,  a s  w e l l  a s  most m a j o r  
c r  i t i c s  o f  o r t h o d o x  ~ e o c l a s s i c a l  e n t e r p r i s e .  The b e s t  
r e p r e s e n t a t i v e  o f  t he  modern I n s t i t u t i o n a l i s t  schoo l  i s  
p r o b a b l y  J.K. G a l b r a i t h .  See h i s  The New I n d u s t r i a l  S t a t e  
(Bos ton ,  Houghton-N\ i f f  I i n ,  1967) and 7he A f f l u e n t  S o c i e t y  
(Bos ton ,  H o u g h t o n - l i i f f l i n ,  1964) .  On r e c e n t  deve lopments  
i n  R a d i c a l  t hough t ,  see lvf. B r o f e n b r e n n e r ,  R a d i c a l  Economics 
i n  America, JEL (81, September 1970, pp.747-760. I t  i s  - 
n o t e d  i n  t h i s  paper  t h a t  we a r e  n o t  concerned w i t h  the  
many w r i t i n g s  on t h e  economics o f  t h e  s o c i a l i s t  s t a t e  o r  
on modern M a r x i a n  cap i t a  l theo ry .  

3. See H. A l b e r t ,  A C r i t i c a l  Approach -- t o  t h e  Value Prob lem 
i n  t h e  S o c i a l  Sc iences ;  i n  The C r i t i c a l  Approach t o  Sc ience - - 
and P h i  l osoph  , ed. M. Bunge, London, F ree  Press,  1964, 
pa; d n d  K. k . l appho lz  and J. Agassi ,  M e t h o d o l o g i c a l  
P r e s c r i p t  i o n s  i n  Economics, Economics N.S. (26 1 ,  k e b r u a r y  
1959, pp. 60-74- 



CHAPTER TWO 

CONSUMPTI ON : ORTHODOX VERSUS MARX l  ST 

H i s t o r i c a l l y  t h e  c o n f l i c t  between N e o c l a s s i c a l  t h i n k -  

e r s  and M a r x i s t s  o v e r  the  n a t u r e  o f  modern consumpt ion  has 

ex tended  t o  many areas .  I  t  has  i n c l u d e d  a l m o s t  a1 1 q u e s t -  

i o n s  c o n c e r n i n g  t h e  a ~ p r o p r i a t e  assumpt ions  and c h a r a c t e r -  

i s t i c s  o f  v a r i a b l e s  w i  t h i n  a  modern t h e o r y  o f  consumer 's  

c h o i c e ,  a s  we l  l  a s  many fundamenta l  q u e s t  i o n s  c o n c e r n i n g  

methodology.  I n  t h i s  s e c t i o n  we a t t e m p t  t o  b r i e f l y  r e v i e w  

the  genera l  c h a r a c t e r i s t i c s  o f  t h e  d i s p u t e .  

The Genera l  h , e t h o d o l o o i c a l  C o n f l i c t  A *  - 
Method01 o g i c a l  d i s p u t e s  between N e o c l a s s i c a l  t h i n k e r s  

and N i a r x i s t s  have a l w a y s  beenmost w i d e - r e a c h i n g  i n  n a t u r e .  

They have emerged a s  d i s p u t e s  o v e r  p o l  i t i c s ,  ove r  e t h i c s ,  
2 

n o t  t o  m e n t i o n  Usua l  l y ,  however, a l m o s t  a l  l 

d i s p u t e s  r o t a t e  a round  one c e n t r a l  i ssue:  whether  an 

a n a l y s i s  o f  modern consumer b e h a v i o r  r e q u i r e s  the  i n c i u s -  

i o n  o f  s o c i o - i n s t i t u t i o n a l  v a r i a b l e s ,  o r  whe the r  i t  does 

4 
n o t .  I n  t h i s r e g a r d ,  N e o c l a s s i c a l  t h i n k e r s h a v e  l o n g  

sough t  t o  d e f e n d  the  a n a l y s i s  o f  modern consumer b e h a v i o r  

i n  a  s e t t i n g  w h i c h  does n o t  e x p l i c i t l y  t a k e  i n t o  accoun t  

t he  many s o c i o - i n s t i t u t i o n a l  f e a t u r e s  o f  modern c a p i t a l i s t  

s o c i a l  s t r u c t u r e s ,  whereas l i a r x i s t s  have c o n s i s t e n t 1  y  

de fended t h e  v iew  t h a t  a n a l y s i s  w h i c h  i s  n o t  p r i m a r i l y  



s o c i a l  o r  i n s t i t u t i o n a l  i n  c h a r a c t e r  must  u l t i m a t e l y  be 

u n r e a l i s t i c  and b a r r e n .  5 

I n  essence, t h e  r e a s o n  why M a r x i s t s  have a lways  

s t r e s s e d  t h e i r  p a r t i c u l a r  p o s i t i o n  i s  because, a c c o r d i n g  

t o  t h e i r  b a s i c  v iews,  t he  consumpt ion  o f  i n d i v i d u a l s  

w i t h i n  a  deve loped  c a p i t a l i s t  s o c i e t y  i s  more a  r e f l e c t i o n  

o f  t he  s p e c i f i c  c h a r a c t e r i s t i c s  o f  such a s o c i e t y ,  than 

i t  i s  o f  t he  s p e c i f i c  c h a r a c t e r i s t i c s  o f  t h e  i n d i v i d u a l s  

consuming w i t h i n  i t .  A c c o r d i n g  t o  t h i s  v i e w p o i n t ,  the 

e x p l a n a t i o n  o f  an i n d i v i d u a l ' s  consumpt ion  b e h a v i o r  can 

o n l y  be s u c c e s s f u l l y  a c h i e v e d  i f  t h e  e x p l a n a t i o n  i n c l u d e s  

r e f e r e n c e  t o  p v e v a l e n t  f e a t u r e s  o f  t h e  i n s t  i t u t i o n a l  s e t -  
I 

t i n g ;  i f  the  'mode o f  p r o d u c t i o n v ,  t h e  " i n f r a s t r u c t u r e w  

o f  t he  s o c i e t y  i n  w h i c h  the  i n d i v i d u a l  consumes, i s  

s u c c e s s f u l l y  e x p l i c a t e d  and d e f i n e d ,  and i t s  laws o f  m o t i o n  

l a i d  bare .  6 

I n  c o n t r a s t ,  N e o c l a s s i c a l  t h i n k e r s  have l ong  s t r e s -  

sed t h e i r  a n t i - i n s t i t u t i o n a l  p o s i t i o n  on t h e  grounds t h a t  

t h e r e  need n o t  necessa r  i I y  be any one- to-one cor respondence 

between the  s p e c i f i c  i n s t i t u t i o n a l  s t r u c t u r e  o f  a  s o c i e t y  

and the  s p e c i f i c  b e h a v i o r a l  responses  o f  consumers ( a s  

M a r x i s t s  s u g g e s t ) .  What s t a n d s  o u t  abou t  any modern 

i n s t i t u t i o n a l  s t r u c t u r e ,  N e o c l a s s i c i s t s  a rgue,  i s  t h a t  

t h e r e  e x i s t s  a  d i v e r s i t y  o f  p o s s i b l e  t a s t e s  ( o r  p r e f e r e n c e s )  

consumers may h o l d  r e g a r d i n g  i t e m s  o f  consumpt ion.  7 



9  
On t h i s  b a s i s ,  N e o c l a s s i c a l  t h i n k e r s  have propounded 

two i m p o r t a n t  m e t h o d o l o g i c a l  v iews,  The f i r s t ,  and 

s k e p t i c a l  v iew,  i s  t h a t  s i n c e  t h e r e  i s  n o  n e c e s s a r y  

one- to-one co r respondence  be tween soc i a  l s t r u c t u r e  and 

i n d i v i d u a l  respcnse,  t h e r e  i s  no  r e a s o n  whatsoever  t o  

i n c l u d e  i n s t i t u t i o n a l  s t r u c t u r e s  a s  p a r t  o f  t h e  e x p l a n a t i o n  

o f  a  c o n s u m e r ~ s  b e h a v i o r .  I ns tead ,  one can s t a r t  f r om the  

u l t i m a t e  response  o f  t he  consumer t o  h i s  env i ronmen t  ( i .e, 

h i s  t a s t e s ) ,  s i n c e  t h e r e  i s  s i m p l y  no  l o g i c a l  p o i n t  i n  

d r a g g i n g  a n a l y s i s  i n d e t e r m i n a t e l y  back t o  t h e  i n s t i t u t i o n a l  

8 
s t r u c t u r e  i t s e l f ,  The second, and , p o s i t i v e  view, i s  t h a t  

even though t h e r e  i s  n o  co r respondence  between t h e  

c h a r a c t e r  i s t  i c s  o f  consumer response.  and t h e  c h a r a c t e r  i s t  i c s  

o f  t h e  i n s t i t u t i o n a l  s t r u c t u r e  -- hence d e n y i n g  the  pos- 

s i b i  l i t y  o f  g e n e r a l  e x p l a n a t o r y  p r i n c i p l e s  o f  an i n s t i  tu-  

t i o n a l  v a r i e t y  -- t h p r e  do e x i s t  g e n e r a l  ( e x p l a n a t o r y )  

p r i n c i p l e s  o f  i n d i v i d u a l  response  w h i c h  can be d e f i n e d  

q u i t e  i n d e p e n d e n t l y  o f  any s o c i a l  s t r u c t u r e ,  These p r i n -  

c i p l e s ,  i n  essence, t r a n s c e n d  a1 I s o c i a l  env i ronments ,  y e t  

a r e  w i t n e s s e d  i n  a l l  (e,g. m a x i m i ~ a t i o n ) . ~  A s  such, accord-  

i n g  t o  t h i s  second N e o c l a s s i c a l  p o s i t i o n ,  i t  i s  t he  

( i n s t i  t u t i o n a l  l y - t r a n s c e n d i n g )  " p r i n c i p l e s  o f  c h o i c e "  

w h i c h  r e p r e s e n t  t he  c h i e f  e x p l a n a t o r y  v a r i a b l e s  i n  consumer 

theo ry ,  and n o t ,  a s  N i a r x i s t s  suggest ,  t h e  s p e c i f i c  s t r u c t -  

u r a l  c h a r a c t e r i s t i c s  and f e a t u r e s  o f  t he  i n s t  i t u t i o n a l  en- 

v i r o n m e n t  i n  w h i c h  the  genera l  p r i n c i p l e  i s  exp ressed  ( i.e. 



modern c a p i t a l i s t  s o c i e t y ) .  

H i s t o r i c a l l y ,  the  N e o c l a s s i c a l  argument has  r a i s e d  

two i n t e r e s t i n g  g e n e r a l  q u e s t  ions .  The f i r s t  i s  whe the r  

t h e  d e n i a l  o f  a  one- to-one co r respondence  between t h e  

c h a r a c t e r i s t i c s  o f  i n d i v i d u a l  response,  i n  f a c t  j u s t i f i e s  

( a s  the  ~ e o c l a s s i c i s t s  i m p l y )  t h e  c o m p l e t e  e x c l u s i o n  o f  

i n s t i t u t i o n a l  a s p e c t s  f rom consumer theory .  I n  t h i s  

r e s p e c t  i t  c o u l d  be argued t h a t  e x c l u d i n g  i n s t  i t u  t  i o n a l  

v a r i a b l e s  f rom a  t h e o r y  o f  consumer c h o i c e  i s  n o t  j u s t i f i e d  

on any grounds, i f  t h e r e  e x i s t s  a  p o s s i b i  l i t y  a t  a l  l o f  a  

cor respondence be tween i n s t  i t u t i o n a  l  c h a r a c t e r  i s t  i c s  and 

consumer response,  a  l b e i  t  pe rhaps  n o t  one o f  t h e  one-to-one 

v a r i e t y .  The second q u e s t  i o n  i s  s i m p l y  whe the r  o r  n o t  t he  

g e n e r a l  p r i n c i p l e s  o f  i n d i v i d u a l  response  w h i c h  N e o c l a s s i c a l  

t h i n k e r s  r e f e r  t o  a re ,  i n  f a c t ,  t r u l y  independent  o f  t h e  

i n s t i  t u t i o n a l  s t r u c t u r e  o f  s o c i e t y .  M a r x i s t s  i n  t h i s  

r e g a r d ,  have c o n s i s t e n t l y  f e l t  t h a t  t he  p r i n c i p l e s  b e h i n d  

( a n d  c h a r a c t e r i s t i c s  o f )  m a x i m i z i n g  b e h a v i o r  -- whe the r  

i n  terms o f  p r o f i t  o r  u t i l i t y  -- emerge d i r e c t l y  f rom the  

development  o f  t h e  i n s t  i t u  t i o n a l  s t r u c t u r e  o f  a  b o u r g e o i s  

c a p i t a l  i s t  s o c i e t y ,  t h u s  deny ing  t h e  independence t r a d i -  

t  i o n a l  l y  bestowed on them by  N e o c l a s s i c a l  t h i n k e r s .  

Moreover ,  f rom t h e  M a r x i s t  p e r s p e c t i v e ,  t he  f a c t  t h e  

N e o c l a s s i c i s t s  d i d  f i n d  a  b e h a v i o r a l  p r i n c i p l e  o f  f a i r l y  



I I 

g e n e r a l  a p p l i c a t i o n  w o u l d  seem t o  o n l y  t e s t i f y  t o  the  

f a c t  t h a t ,  w i t h i n  modern c a p i t a l i s m ,  t h e r e  does e x i s t  

/ I i n s t i t u t i o n a l l y - l e a r n e d  o r  d i c t a t e d  p r i n c i p l e s ;  t h u s  
I 

! v e r  i f  y i n g  the  ex ;  s t e n c e  o f  some cor respondence.  
L 

To take  t h e  M a r x i s t  c r i t i c i s m  s e r i o u l y  l e a d s  t o  the  

t r a d i t i o n a l  di lemma f o r  N e o c l a s s i c a l  t h i n k e r s .  I f  t he  

usage o f  these g e n e r a l  p r i n c i p l e s  i s  n o t  independent  o f  

s p e c i f i c  c h a r a c t e r i s t i c s  and i n f l u e n c e s  o f  a  s o c i a l  

s t r u c t u r e ,  then t h e  s t r u c t u r e  must ,  a t  l e a s t  i n  p a r t ,  

e x p l a i n  the  usage o f  a  p r i n c i p l e  by any i n d i v i d u a l  w i t h i n  

t h a t  s t r u c t u r e .  To e x p l a i n  consumer b e h a v i o r  based on 

these p r i n c i p l e s  w i t h o u t  r e f e r e n c e  t o  t h e i r  i n s t i t u t i o n a l  

b a s i s  can c l e a r l y ,  i n  t hese  c i r c u m s t a n c e s ,  o n l y  l e a d  t o  

an e x p l a n a t i o n  o f  b e h a v i o r  w h i c h  i s  tenuous. T h i s  i s  a  

genu ine  problem, and i t  i s  t h i s  p r o b l e m  w h i c h  has  o f t e n  

f o r c e d  N e o c l a s s i c a l  t h i n k e r s  t o  adop t  t h e  v iew  t h a t  t h e  

use o f  t h e  p r i n c i p l e s  such a s  m a x i m i z a t i o n ,  canno t  be 

i n s t i t u t i o n a l l y  g i v e n ,  t h a t ,  i n s t e a d ,  i t  must  be imbedded 

i n  the  laws o f  i n d i v i d u a l  p s y c h o l o g y  o r  some o t h e r  non- 

i n s t i t u t i o n a l  a rea .  l o  T h i s  p o s i t i o n ,  i t  i s  acknowledged, 

h a s  l o n g  been a  t a r g e t  f o r  M a r x i s t s ,  s i n c e  i t  - a  p r i o r !  

e x c o r c i s e s  a l  l  d i s c u s s i o n  o f  i n s t  i t u t i o n a l  f e a t u r e s ,  w h i  l e  

e v a d i n g  a l l  r e l e v a n t  p rob lems.  I I 

Thus f a r ,  t h e  above q u e s t i o n s  have been d i s c u s s e d  f rom 

t h e  p e r s p e c t i v e  t h a t  t h e y  l e a d  t o  v e r y  g r e a t  d i f f  i c u l  t i e s  



f o r  N e o c l a s s i c a l  e x p l a n a t i o n ,  T h i s  does n o t  mean, however,  

t h a t  t he  M a r x i s t  p o s i  t i o n  i s  t r o u b l e - f r e e  i n  any sense. 

I n  f a c t ,  t he  ma in  t r a d i t i o n a l  d i f f i c u l t y  f o r  M a r x i s t s  i n  

t h i s  r e g a r d  i s  j u s t i f y i n g  t o  N e o c l a s s i c a l  t h i n k e r s  t h a t  

t h e  one- to-one cor respondence be tween the  c h a r a c t e r  i s t  i c s  

o f  i n s t i t u t i o n a l  s t r u c t u r e  and t h e  c h a r a c t e r i s t i c s  o f  

i n d i v i d u a l  a c t i o n s  does i n  f a c t  e x i s t .  I f  i t  does n o t ,  

a s  N e o c l a s s i c a l  t h i n k e r s  suggest ,  then the  p r o b l e m  f o r  the  

M a r x i s t  i s  o f  t he  same genre  a s  f o r  the h e o c l a s s i c i s t s ,  

o n l y  we f i n d  t h a t  i t  i s  i n v e r t e d .  

Whereas t h e  c h i e f  p r o b l e m  f o r  N e o c l a s s i c a l  t h i n k e r s  

was n o t  f i n d i n g  p r i n c i p l e s  t o  e x p l a i n  t h e  d i v e r s i t y  o f  

i n d i v i d u a l  consumer b e h a v i o r ,  b u t  f i n d i n g  ( i n s t i t u t i o n a l  l y -  

i n d e p e n d e n t )  p r i n c i p l e s  t o  e x p l a i n  t h e  u n i t y  o f  ( i .e. 

c o n f o r m i t y  w i t h i n )  consumer b e h a v i o r  -- the  p r o b l e m  f o r  

t he  I A a r x i s t  i s  n o t  f i n d i n g  i n s t i t u t i o n a l l y - b a s e d  p r i n c i p l e s  

t o  e x p l a i n  the  u n i t y  o f  b e h a v i o r ,  b u t  i n  f i n d i n g  some 

( i n d i v i d u a l  i s t )  p r i n c i p l e  t o  e x p l a - i n  t h e  d i v e r s !  t y  o f  i t .  

I n  s h o r t ,  t h i s  w o u l d  mean a  p r i n c i p l e  w h i c h  c o u l d  e x p l a i n  

d i f f e r e n t  i n d i v i d u a l  responses  t o  the  same i n s t i  t u t i o n e l  

s t r u c t u r e .  l 2  M a r x i s t s  have genera l  l y  dea l  t  w i t h  t h i s  i s s u e  

i n  a  manner equa l  l  y  a s  u n f o r t u n a t e  a s  the  ~ e o c l a s s i c i s t s ,  

by  assuming - a  p r i o r i  ( and  thus  i n c o n s i s t e n t l y ,  i f  one 

remembers t h e i r  c r i t i c i s m s  o f  N e o c l a s s i c a l  consumer t h e o r y )  

t h a t  t h e r e  i s  a  one- to-one cor respondence,  i .e .  t h a t  



i n s t i t u t i o n a l  s t r u c t u r e s  c o m p l e t e l y  s t r a i g h t - j a c k e t  an 

i n d i v i d u a l ' s  a c t i o n .  

Thus, i n  summary, we have two s y m m e t r i c a l  p rob lems  

here .  Fo r  i i i a r x i s t s ,  i f  they  r e l a x  t h e i r  i n s i s t e n c e  on a  

one- to-one co r respondence  be tween the  c h a r a c t e r  i s  t  i c s  o f  

i n s t i t u t i o n a l  s t r u c t u r e s  and t h e  c h a r a c t e r i s t i c s  o f  

consumer b e h a v i o r  ( i . e ,  wh ich  i m p l i e s  c o m p l e t e  c o n f o r m i t y ) ,  

must t hey  then t a k e  the  v i e w  t h a t  no  co r respondence  e x i x t s  

a t  a l  l ' (  w h i c h  imp1 i e s  comp le te  s u b j e c t i v i s m ) ?  And f o r  

N e o c l a s s i c a l  t h i n k e r s ,  i f  they  admi t  t o  some correspondence,  

( i . e .  p a r t i a l  c o n f o r m i t y )  must t h e y  then espouse the  v e r y  

r i g i d  v i e w  o f  one- to-one cor respondence ( i , e .  comp le te  

c o n f o r m i t y ) ?  The q u e s t i o n  we pose he re ,  however, i s  t h a t  

i f  we s e t t l e  f o r  e i t h e r  ext reme,  p o s i t i o n  do we n o t  then 

g i v e  up the  e x p l a n a t i o n  o f  most o f  t he  r e l e v a n t  a s p e c t s  o f  

modern consump t  i o n  behav i o r ?  

We s h a l l  d i s c u s s  t h i s  di lemma f u r t h e r  i n  Chap te r  

Three i n  c o n n e c t i o n  w i  t h  the  e x p l a n a t o r y  p rob lems  o f  b o t h  

v iews,  A t  t h i s  p o i n t ,  however, we t u r n  t o  the  d i s a g r e e -  

ments  t h a t  N e o c l a s s i c a l  t h i n k e r s  and M a r x i s t s  have had on 

t h e  c h a r a c t e r i s t i c s  o f  t h e  e x p l a n a t o r y  components o f  mode ls  

o f  consumer c h o i c e .  

The A n a l y t i c  Conf 1 i c t s  B *  - 
I n  t h i s  p a r t  o f  , t h e  paper  we b r i e f l y  r e v i e w  c e r t a i n  

a n a l y t i c  c o n f l i c t s  w h i c h  have t r a d i t i o n a l l y  a r i s e n  between 



N e o c l a s s i c a l  t h i n k e r s  and M a r x i s t s ,  These m a i n l y  i n v o l v e  

t h e  p a r t i c u l a r  c h a r a c t e r i s t i c s  o f  e x p l a n a t o r y  v a r i a b l e s  

i n  mode ls  o f  consumer ls  c h o i c e ,  and w i l l  be  d e a l t  w i t h  i n  

terms o f  t he  f o u r  t r a d i t i o n a l  c o n f l i c t s  o v e r :  

( I )  t h e  s t r u c t u r e  o f  t h e  consumpt ion  env i ronmen t  

( 2 )  t h e  c h a r a c t e r i s t i c s  o f  consumer t a s t e s  ( o r  p r e f e r e n c e s )  

( 3 )  t he  s p e c i f i c a t i o n  o f  d e c i s i o n  v a r i a b l e s  w i t h  mode ls  

o f  consumer s cho i c e  

( 4 )  the  c h a r a c t e r i s t i c s  o f  incomes and p r i c e s ,  

Need less  t o  say, t h e  con f  l i c t s  a l  l s tem f rom the  b a s i c  

m e t h o d o l o g i c a l  c o n f l i c t  d i s c u s s e d  e a r l i e r ,  %hereas  

M a r x i s t s  have c o n s i s t e n t l y  examined a l l  these i t e m s  f rom 

t h e  p e r s p e c t i v e  t h a t  t hey  had a  d e f i n i t e  i n s t i t u t i o n a l  

qua1 i t y  t o  them, N e o c l a s s i c a l  t h i n k e r s  have g e n e r a l  l y  { 
d e a l t  w i t h  them on an i n s t i t u t i o n a l l y - n e u t r a l  b a s i s ,  

I .  The S t r u c t u r e  o f  Modern Consumption Env i ronmen ts  

I ?I flhdwC 

Throughout  t h e  h i s t o r y  o f  N e o c l a s s i c a l  consumer 

theo ry ,  i t  h a s  a l w a y s  been cus tomary  f o r  N e o c l a s s i c a l  

t h e o r i s t s  t o  assume a  g r e a t  many t h i n g s  about  t he  

c h a r a c t e r i s t i c s  o f  goods a v a i l a b l e  w i t h i n  a  consumpt ion  

env i ronment .  The most i m p o r t a n t  o f  these ( and pe rhaps  

t h e  l e a s t  o f  ten  n o t e d ) ,  however, i s  t h a t  a1 l a v a i l a b l e  

c~oods w i  t h  i n  a consumpt ion  env i ronmen t  can be de f  i n e d  

i n  a  s e t t i n g  w h i c h  i s  q u i t e  u n i n f l u e n c e d  by, and q u i t e  

independent  o f ,  t h e  i n s t i t u t i o n a l  s t r u c t u r e  o f  t h e  



consumpt ion  env i ronmen t .  Goods, a c c o r d i n g  t o  N e o c l a s s i c a l  

a n a l y s i s ,  a r e  consumed because o f  t h e i r  f u n c t i o n a l  p r o -  

p e r t i e s  ( t h e i r  o b j e c t i v e  c h a r a c t e r i s t i c s ) ,  and = because 

o f  i n s t i t u t i o n a l  p r e s c r i p t i o n s  ( o f ,  f o r  example, a  c l a s s )  

w h i c h  say they  "ough t  t o  be consumedn, and - n o t  because, 

w i t h i n  a  deve loped  c a p i t a l i s t  s o c i e t y ,  t h e r e  a r e  g r e a t  

' s o c i a l  c o s t s  i n  n o t  consuming ( f o r  i n s t i t u t i o n a l  r e a s o n s )  

a t  l e a s t  c e r t a i n  c l a s s e s  o f  goods. 

M a r x i s t s ,  and modern M a r x i a n  s o c i o l o g i s t s ,  however, 

have opposed t h i s  v i e w  c o n s i s t e n t l y ,  s t r e s s i n g  t h e  

s p e c i f i c a l l y  i n s t i t u t i o n a l  q u a l i t y  o f  goods w i t h i n  modern 

4 c a p i t a l i s t  env i ronmen ts .  Goods, a c c o r d i n g  t o  M a r x i s t s ,  

a r e  i n t i m a t e l y  t i e d  t o  t h e  d i c t a t e s  o f  t h e  i n s t i t u t i o n a l  

env i ronmen t  i n  w h i c h  they  a r e  o f f e r e d ,  They have t h e  

mora l  and p o l i t i c a l  p r e c e p t s  o f  t h e  env i ronmen t  -- o f  what  

i s  a c c e p t a b l e  o r  i n s t i t u t i o n a l l y - d e s i r a b l e  consumpt ion  -- 
imposed upon them. Moreover ,  t hey  r e p r e s e n  t  an i n t e g r a l  

v e h i c l e  f o r  p r e s e r v i n g  c l a s s  r e l a t i o n s  i n  a  s o c i e t y .  

The e s s e n t i a l  c o n f l i c t  w h i c h  grows o u t  o f  t h e  above 

v i e w s  i s  f a i r l y  s t r a i g h t f o r w a r d .  G iven  an i n s t i t u t i o n a l  

s t r u c t u r e  w h i c h  s p e c i f i e s  d e f i n i t e  i n s t i t u t i o n a l  and 

n o r m a t i v e  p r e s c r i p t i o n s  on goods, whereas N e o c l a s s i c a l  

t h i n k e r s  see i n d i v i d u a l  consumpt ion  t a k i n g  p l a c e  i n  terms 

q u i  t e  independent  o f  these p r e s c r i p t i o n s  ( i  .e. a l  l t h a t  

c o u n t s  i s  t he  f u n c t i o n a l  p r o p e r t i e s ) ,  M a r x i s t s  do n o t .  



I 6  

And, g i v e n  t h i s  s t r u c t u r e  once aga in ,  N e o c l a s s i c a l  t h i n k e r s  
0 

see n o t  c o n f o r m i n g  t o  t h e  norm s t r u c t u r e  o f  t h e  consumpt ion  
e 

env i ronmen t  a s  c o s t l e s s  f o r  t he  consumer, w h i l e  M a r x i s t s  

see i t  a s  b e i n g  most  c o s t l y ,  l e a d i n g  t o  s o c i a l  a l i e n a t i o n  

and pe rhaps  t o  l i m i t a t i o n s  on t h e i r  e a r n i n g  power. 

2. Tas tes  ( o r  p r e f e r e n c e s )  on Goods 

E s s e n t i a l l y ,  b o t h  t h e  N e o c l a s s i c a l  and M a r x i s t  

s t a n d p o i n t s  on t a s t e s  a r e  r e l a t e d  t o  t h e i r  r e s p e c t i v e  

v i e w s  o f  t h e  s t r u c t u r e  o f  modern consumpt ion  env i ronmen ts .  

To N e o c l a s s i c a l  t h i n k e r s ,  t a s t e s  on goods a re ,  f i r s t ,  t a s t e s  

on t h e  f u n c t i o n a l  p r o p e r t i e s  ( o r  o b j e c t i v e  c h a r a c t e r i s t i c s )  

o f  goods. Second, t he  consumpt ion  t a s t e s  o f  a  consumer 

can be exp ressed  by  way o f  t he  consumer 's  own p r e - e s t a b l i s h -  

ed u t i l i t y  f u n c t i o n  ( i . e .  independent  o f  i n s t i t u t i o n a l  

i n f l u e n c e s  and c o n s t r a i n t s ) .  To M a r x i s t  t h i n k e r s ,  i n  

c o n t r a s t ,  t a s t e s  a r e  exp ressed  by  an i n d i v i d u a l ,  f i r s t  and 

fo remost ,  on t h e  

n o t  p r i m a r i l y  on ---- - _I 

Second o f  a l l ,  moreover ,  t hey  a r e  - n o t  g e n e r a l l y  exp ressed  

by i n d i v i d u a l s  themselves.  I n  f a c t ,  a c c o r d i n g  t o  M a r x i s t s ,  

t h e  t a s t e s  o f  i n d i v i d u a l s  on o b j e c t s  o f  consumpt ion  a re ,  a s  

a  r u l e ,  exp ressed  t h r o u g h  c e r t a i n  c o n t r o l l i n g  i n s t i t u t i o n s  

o f  a  s o c i e t y  -- w h i c h  impose i n s t i t u t i o n a l  l y - d e s i r a b l e  

p r e f e r e n c e  p a t t e r n s  o r  a  s o c i a l  w e l f a r e  f u n c t i o n  upon 

i n d i v i d u a l s .  
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Hence, we have a  d i r e c t  c o n f l i c t  he re .  I n  N e o c l a s s i c a l  

t heo ry ,  we have p r e - e s t a b l  i s h e d  i n d i v i d u a l l y - d e t e r m i n e d  

t a s t e s  on t h e  f u n c t i o n a l  p r o p e r t i e s  o f  goods. I n  M a r x i s t  

t heo ry ,  we have p r e - e s t a b l i s h e d  i n s t i t u t i o n a l l y - d e t e r m i n e d  

t a s t e s  on t h e  i n s t i t u t i o n a l  c h a r a c t e r i s t i c s  o f  goods. And 

i t  may be added, we have a common agreement: t h a t  t he  
C ,/ ? t a s t e s  o f  a  consumer a r e  p y e - e s t a b l  i shed.  

3. The S p e c i f i c a t i o n  o f  D e c i s i o n  V a r i a b l e s  W i t h i n  Mode ls  

o f  Consumer1 s  Cho ice  

H i s t o r i c a l  l y ,  t h e  c h i e f  con f  l i c t  between N e o c l a s s i c i s t s  

and M a r x i s t s  o v e r  s p e c i f i c a t i o n  reduced  t o  t h e  q u e s t i o n  o f  

whe the r  economic u t i l i t i e s  and c o s t s ,  o r  a l t e r n a t i v e l y ,  

s o c i a l  u t i l i t i e s  and c o s t s  a r e  t h e  p r i m a r y  v a r i a b l e s  i n  

consumer dec i s ion -mak ing .  N e o c l a s s i c a l  t h i n k e r s ,  i n  p a r t -  

i c u l a r ,  have a l w a y s  s t r e s s e d  the  "economic man" s p e c i f i c a -  

t i o n  o f  u t i l i t y  f u n c t i o n s  ( e x c l u s i v e l y  d e f i n e d  i n  terms o f  

economic u t i l i t y )  and c o s t  f u n c t i o n s  ( e x c l u s i v e l y  d e f i n e d  

i n  terms o f  economic p r i c e s ) ,  and have o n l y  on an -- ad hoc 

b a s i s  c o n s i d e r e d  s p e c i f i c a t i o n s  i n  terms o f  s o c i a l  v a r i a b l e s .  

M a r x i s t s ,  on t h e  o t h e r  hand, have l ong  c o n s i d e r e d  s o c i a l  

u t i l i t i e s  and s o c i a l  c o s t s  ( w i t h  o r  w i t h o u t  economic 

u t i l i t i e s  and c o s t s )  a s  b e i n g  t h e  p redominan t  v a r i a b l e s  

w i t h i n  a  consumer 's  d e c i s i o n  prob lem.  

I n  essence, t h e  c o n f l i c t  o v e r  s p e c i f i c a t i o n  r e a l l y  

r e d u c e s  t o  t h e  p r e v  i o u s l  y-d i s ~ u s s e d  ma t  t e r  o f  t h e  i n s t  i tu-  



i t i o n a l  s t r u c t u r e  o f  t h e  consumpt ion  env i ronment .  I n  t h i s  

sense, s i n c e  N e o c l a s s i c a l  t h i n k e r s  do n o t  see the  i n s t i  tu-  

t i o n a l  s t r u c t u r e  o f  a  consumpt ion  envi ronmen t  a s  h a v i n g  a  

s y s t e m a t i c  b e a r i n g  on an i n d i v i d u a l t s  consumpt ion .  c h o i c e s ,  

t h e  p o s s i b i  l i t y  o f  a  consumer o b t a i n i n g  s o c i a l  u t i  l i t i e s  

f rom c o n f o r m i n g  t o  norms, o r  s u s t a i n i n g  s o c i a l  c o s t s  f rom 

n o t  c o n f o r m i n g  t o  them a r e  l a r g e l y  r u l e d  o u t  a s  p a r t  o f  

N e o c l a s s i c a l  e x p l a n a t i o n .  F o r  M a r x i s t s ,  however, these 

v a r i a b l e s  p l a y  a  l a r g e l y  i m p o r t a n t  r o l e ,  s i n c e  t h e  i n s t i t u -  

t i o n a l  and n o r m a t i v e  s t r u c t u r e  o f  a  consumpt ion  env i ronmen t  

i s  t he  p i v o t  o f  a l l  consumer b e h a v i o r .  

4. P r i c e s  and Income 

T r a d i t i o n a l l y ,  N e o c l a s s i c a l  t h i n k e r s  have seen m a r k e t  

p r i c e s  w i t h i n  a  modern c a p i t a l i s t  s o c i e t y  a s  b e i n g  ( a t  

l e a s t  i n  p a r t )  c o n t r o l l e d  b y  an i n d i v i d u a l t s  r e g i s t e r i n g  

h i s  p a r t i c u l a r  p r e f e r e n c e s  on goods ( a n d  u l t i m a t e l y ,  h i s  

demands and s u p p l i e s )  i n  t he  marke t .  M a r x i s t s ,  however, 

have g e n e r a l l y  d e n i e d  any s o r t  o f  p r i c e  d e t e r m i n a t i o n  

th rough  i n d i v i d u a l  p r e f e r e n c e s .  P r i c e s  i n  modern c a p i t a l i s t  

s o c i e t y ,  a c c o r d i n g  t o  M a r x i s t s ,  a r e  s e t  b y  c o n t r o l l i n g  

i n s t i t u t i o n s  i n  t h a t  s o c i e t y  ( " b i ' g  bus inessH,  government ) ,  

' and, i t  seems, by e v e r y t h i n g  o t h e r  than the  i n d i v i d u a l .  

The c o n f l i c t  o v e r  income i s  much t h e  same. ~ c c o r d i n g  

i t o  N e o c l a s s i c a l  t h i n k e r s ,  income i s  a  v a r i a b l e  f o r  a  

consumer i n  a s  much a s  t h e  consumer is f r e e  t o  e x p r e s s  
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(and  change)  h i s  p r e f e r e n c e s  between income and l e i s u r e .  

M a r x i s t s ,  however, a rgue  t h a t  i n  most advanced c a p i t a l i s t  

s o c i e t i e s  t h i s  t r a d e - o f f  i s  f i x e d ;  t h u s  f i x i n g  a  consumer 's  

income. T h i s  i s  n o t  o n l y  because the  work  week i s  i n s t i t u -  

t i o n a l l y - s e t ,  and n o t  o n l y  because t h e r e  i s  so l i t t l e  

f l e x i b i l i t y  and m o b i l i t y  i n  o r  between o c c u p a t i o n s ,  b u t  

a l s o  p e r h a p s  because w o r k e r s  (who l o s e  s u r p l u s  v a l u e )  

canno t  become managers (who g a i n  s u r p l u s  v a l u e )  i n  any 

case. 

O f t e n  t h i s  c o n f l i c t  does n o t  m a n i f e s t  i t s e l f  i n  s t a t i c  

mode ls  o f  c h o i c e ,  s i n c e  N e o c l a s s i c i s t s  h o l d  p r i c e s  and 

income f i x e d .  I n  t h e  i n t e r m e d i a t e  r u n  the  c o n f l i c t  

e x p r e s s e s  i t s e l f  d i r e c t l y ,  however. 

I n  r e v i e w i n g  t h e  above f o u r  a n a l y t i c  c o n s i d e r a t i o n s ,  

i t  i s  e v i d e n t  t h a t  t h e r e  e x i s t s  m a j o r  d i f f e r e n c e s  between 

N e o c l a s s i c a l  and M a r x i s t  concep t  i o n s  o f  t h e  " a p p r o p r  i a t e 9 '  

c h a r a c t e r i s t i c s  o f  a  model o f  consumer 's  c h o i c e .  The 

b a s i c  d i f f e r e n c e ,  c l e a r l y ,  i s  t h a t  N i a r x i s t s  wish to see 

a l m o s t  a l  l o f  consumpt ion  b e h a v i o r  a s  i n s t i t u t i o n a l  l y -  

c o n t r o l  l ed ,  and, i n  t h e  ext reme,  a s  c h o i c e -  l ess, whereas 

N e o c l a s s i c a l  t h i n k e r s  w i s h  t o  v i e w  i t  as  a  s e t t i n g  l a r g e l y  

autonomous f r o m  such i n s t i t u t i o n a l  m a t t e r s .  W h i l e  t h i s  

d i f f e r e n c e  i n  o p i n i o n  h a s  exp ressed  i t s e l f  i n  v a r i o u s  

ana l  y t  i c  forms, depend ing  b o t h  upon t h e  t  ime-span c o n s i d e r e d  

i n  a n a l y s i s ,  and t h e  p a r t i c u l a r  a n a l y t i c  p r o b l e m s  under  



a l w a y s  remained t h e  one o v e r  t a s t e s  on goods. Beh ind  i t  

l i e s  a l l  t he  t r a d i t i o n a l  a rguments  abou t  " f reedom o f  c h o i c e " ,  

and a l  l the  fundamen t a  l arguments o v e r  t h e  " a p p r o p r i a t e "  

a n a l y t i c  o r i e n t a t i o n  f o r  consumer t h e o r y .  We d i s c u s s  

t h i s  fundamenta l  m a t t e r  more s p e c i f i c a l l y  i n  Chapter  Four ,  

and i n  p a r t i c u l a r ,  P a r t  C. A t  ' t h i s  p o i n t ,  however,  we 

t u r n  t o  a  r e v i e w  o f  t h e  g e n e r a l  t y p e s  o f  e x p l a n a t o r y  

p rob lems  wh ich  emerge f rom the  f o u n d a t i o n s  o f  b o t h  views. 
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CHA?TER THREE 

THE EXPLANATORY DEFICIENCIES OF NEOCLASSICAL 

AND AZARX I ST ;/I EWS OF CONSUMPTI O N  

The d i s p u t e  between N e o c l a s s i c a l  t h i n k e r s  and M a r x i s t s  

o v e r  the  n a t u r e  o f  consumpt ion  w i t h i n  a  deve loped  c a p i t a l -  

i s t  s o c i e t y  i s ,  w i t h o u t  doubt ,  b o t h  v e r y  s u b s t a n t i a l  i n  

c o n t e n t  and v e r y  f a r - r e a c h i n g  i n  i t s  i m p l i c a t i o n s .  The 

v i e w s  o f  b o t h  p a r t i e s  make p r e t e n s e s  t o  be ing ,  i n  some 

sense, v e h i c l e s  f o r  t h e  comprehens ive  e x p l a n a t i o n  o f  a  

b r o a d  c l a s s  o f  phenomenon (modern c a p i t a l i s t  consumpt ion  

b e h a v i o r  1 ,  and indeed,  b o t h  p a r t i e s  have made subs tan  t i  a l  

e f f o r t s  h i s t o r i c a l l y  t o  c l a i m  u n i v e r s a l  v a l i d i t y  (and  

a p p l  i c a b i l i t y )  f o r  t h e i r  r e s p e c t i v e  v iews,  and, a s  such, 

t o  condemn a l l  o t h e r  compe t ing  i d e a s  o u t r i g h t .  I 

However, much a s  t h e  d i s p u t e  h a s  o f  t e n  been v iewed 

b y  i t s  r e s p e c t i v e  p a r t i c i p a n t s  a s  a  d i s p u t e  between two 2 

p r i o r i  s u c c e s s f u l  v iews, i t  has a l w a y s  remained somewhat 

e v i d e n t ,  n o n e t h e l e s s ,  t h a t  b o t h  v i e w s  possess  c e r t a i n  t ypes  

o f  d e f i c i e n c i e s .  T h i s  i s  e s p e c i a l  l y  e v i d e n t  p r e c i s e l y  i n  

those  i n s t a n c e s  where the  r e s p e c t i v e  v i e w s  a r e  taken ( a t  

f a c e  v a l u e )  t o  be comprehens ive  s o r t s  o f  e x p l a n a t i o n s  o f  

modern c a p i t a l i s t  consumpt ion  b e h a v i o r .  

Whereas, f o r  example, t he  M a r x i s t  v i e w  can be seen t o  

p r o v i d e  a  s y s t e m a t i c  enough s o r t  o f  e x p l a n a t i o n  f o r  i n d i v -  



p r e s c r i p t i o n s  o f  a  s o c i e t y ,  

where i n d i v i d u a l s  do not con 

i 
u n s y s t e m a t i c  and -- a d  hoc. Th 

n o t ,  i n  p r i n c i p l e ,  a l l o w  f o r  

i d u a l  consumpt ion  b e h a v i o r  w h i c h  i s  p r e m i s s e d  on s t r i c t  

c o n f o r m i t y  t o  the  v a r i o u s  s o c i a l  norms and i n s t i t u t i o n a l  

i t s  t r e a t m e n t  o f  i n s t a n c e s  

fo rm i s ,  a t  b e s t ,  q u i t e  

i s  i s  because the  v i e w  does 

n o n - c o n f o r m i s t  b e h a v i o r ,  i .e. 

t h e  worke r ,  who p o s s i b l y  s u f f e r i n g  f r o m  " f a l s e  consc ious -  

ness"  does n o t  d e f e n d  " p r o l  e t a r  i a  t "  consump t  i o n  norms and 

i d e a l s ,  o r  t he  c a p i t a l i s t ,  a l s o  s u f f e r i n g  f rom " f a l s e  

consc iousness "  who t u r n s  o v e r  a l l  h i s  p r o f i t s  ( s a v i n g s ,  

s u r p l u s  v a l u e )  t o  l a b o u r e r s .  

S i m i l a r l y ,  whereas the  N e o c l a s s i c a l  v i e w  can be seen 

t o  p r o v i d e  some t y p e  o f  accoun t  o f  i n d i v i d u a l  consumpt i o n  

b e h a v i o r  w h i c h  goes on, f o r  the most  p a r t ,  i n d e p e n d e n t l y  

o f  t h e  i n f l u e n c e s  o f  s o c i a l  norms and c o n v e n t i o n s ,  i t  can 

on l y  be d e s c r i b e d  a s  qu i t e  i nadequa te  when i t comes t o  

i t e m s  l i k e  c o n s p i c u o u s  o r  e m u l a t i v e  consumpt ion  ( o r  a s  i n  

2 s o - c a l l e d  v a r i o u s  Veblen, Snob, o r  Bandwagon e f f e c t s  ) 

-- i n s t a n c e s  o f  consumpt ion  where e x p l i c i t  s o c i a l  norms 

and e x p l i c i t  c h a r a c t e r i s t i c s  o f  s o c i a l  i n t e r a c t i o n  do 

en t e r  the p  i c  t u r e .  

A l t h o u g h  i t  i s  acknowledged t h a t  c e r t a i n  t h e o r i s t s  

have though t  t h a t  t h e  e x p l a n a t o r y  de f  i c i e n c i e s  n o t e d  h e r e  

a r e  n o t  p r o b l e m a t i c  -- f o r  one can s i m p l y  a p p l y  one t h e o r y  



t o  one area ,  and the  o t h e r  t h e o r y  t o  t h e  a r e a  where t h e  

fo rmer  i s  d e f i c i e n t 3  - - i t  i s  a l s o  acknowledged, nonethe-  

l e s s ,  t h a t  such a  p r o c e d u r e  i s  o f  i n t e r e s t  o n l y  i f  i t  

presumed t h a t  ( i  b o t h  t h e o r i e s  do p r o v i d e  i n f o r m a t i v e  

( g e n e r a l )  a c c o u n t s  o f  t h e i r  r e s p e c t i v e  a reas ,  and ( i i )  

b o t h  t h e o r i e s  (when combined i n  t h i s  f a s h i o n )  do n o t  l e a v e  

c e r t a i n  r e l e v a n t  a s p e c t s  o f  modern c a p i  t a l  i s t  consumpt ion  

unexp l a i ned, 

I n  g e n e r a l ,  on b o t h  o f  these s p e c i f i c  grounds, t h e  

v i e w s  wou ld  appear  t o  f a i l .  

Whereas t h e  M a r x i s t  v iew  may p r o v i d e  c e r t a i n  p a r t s  o f  

an e x p l a n a t i o n  o f  i n d i v i d u a l  consumer behav ;or under  t h e  

burden o f  w i d e l y - i n f  l u e n c i n g  s o c i a l  and i n s t i t u t i o n a l  

c o n s t r a i n t s ,  i .e .  an accoun t  o f  t he  i n s t i t u t i o n a l  s t r u c t u r e  

o f  s o c i e t y ,  i t s  norms, s tandards ,  e t c . ,  p l u s  c e r t a i n  l oose  

t h e o r i e s  o f  g roup o r  c l a s s  behav ;o r ,  i t does n o t  p r o v  i d e  

any g e n e r a l  p r i n c i p l e s  o f  s p e c i f i c a l l y  i n d i v i d u a l  b e h a v i o r  

w h i c h  a r e  necessa ry  f o r  the  v i e w  t o  become a  g e n e r a l  t h e o r y  

o f  i n d i v i d u a l  b e h a v i o r  w i t h i n  s o c i a l l y - c o n s t r a i n e d  consump- 

t i o n  env i ronmen ts ,  I n  t h i s  r e s p e c t ,  i n  a s  much a s  t h e  

M a r x i a n  v iew  does n o t  s p e c i f y  c l e a r l y  any p r i n c i p l e  o f  

s p e c i f i c a l l y  i n d i v i d u a l  response t o  a  s o c i a l l y - c o n s t r a i n e d  

env i ronmen t ,  i t  i s  i m p o s s i b l e  t o  e x p l a i n  w i t h i n  the  v i e w  

why an i n d i v i d u a l  c o u l d  e v e r  d e v i a t e  f r o m  t h e  d i c t a t e s  o f  

h i s  s o c i e t y  o r  c l a s s ,  I n  s h o r t ,  t h e  v i e w  s h u t s  o f f  t he  



p o s s i b i l i t y  o f  e x p l a i n i n g  d i v e r s e  responses  t o  a  s p e c i f i c  

i n s t  i t u t  i o n a l  s t r u c t u r e .  

On the  o t h e r  hand, whereas t h e  N e o c l a s s i c a l  v i e w  may 

p r o v i d e  c e r t a i n  components o f  an e x p l a n a t i o n  o f  i n d i v i d u a l  

consumpt ion  c h o i c e s  w i  t h i n  an env i ronmen t  where t h e r e  i s  

m i n i m a l  s o c i a l  c o n s t r a i n t  ( i . e .  genera l  p r i n c i p l e s  o f  

c h o i c e  b e h a v i o r  w h i c h  a r e  couched i n  terms independent  

o f  any i n s t i t u t i o n a l  e n v i r o n m e n t ) ,  i t  does n o t  p r o v i d e  the 

t y p e s  o f  i n i t i a l  c o n d i t i o n s  o r  a p p l i c a t i o n  r u l e s  w h i c h  

w i l l  a l l o w  t h e  p r i n c i p l e s  t o  become the  b a s i s  f o r  an 

accoun t  o f  i n d i v i d u a l  c h o i c e  b e h a v i o r  i 

i n s t a n c e  o f  consumpt ion  w i t h i n  such an 

i n d i v i d u a l s  w i t h i n  an env i ronmen t  may, 

employ the  same r u l e  i n  q u i t e  d i f f e r e n t  

. 
example, some i n d i v i d u a l s  may use some 

n  any p a r t i c u l a r  

env i ronmen t  , Two 

i t  i s  acknowledged, 

con t e x t s .  Fo r  
t 

s t a n d a r d  max imiz -  

a t i o n  p r i n c i p l e  under  one s p e c i f i c a t i o n  o f  d e c i s i o n  

v a r i a b l e s ;  o t h e r s  may use t h e  same p r i n c i p l e  under  d i f f e r e n t  
I 

s p e c i f i c a t i o n s .  Then aga in ,  some i n d i v i d u a l s  may even 

use some s t a n d a r d  m a x i m i z a t i o n  p r i n c i p l e  i n  e s t a b l  i s h i n g  

what  ( p o s s i b l e )  consumpt ion  norms o r  s t a n d a r d s  they  c o u l d  

c o n f o r m  t o  -- even though w i t h i n  the  t r a d i t i o n a l  Neo-c lass-  

i c a  I consump t  i o n  env i ronmen t ,  t h e r e  i s  m i n  imal  p r e s s u r e  on 

any i n d i v i d u a l  t o  do t h i s .  I n  so f a r  then a s  the  Neoclass-  

i c a l  v i e w  does n o t  p r o v i d e  any l e g i s l a t i o n  on such i tems,  

t h e  N e o c l a s s i c a l  v i e w  can o n l y  be r e g a r d e d  a s  p r o v i d i n g  
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somewhat -- ad hoc e x p l a n a t i o n s  o f  i n d i v i d u a  I b e h a v i o r  

w i  t h i n  t h e  t y p e s  o f  consumpt ion  envi ronmen t s  where t h e r e  

e x i s t s  m i n i m a l  s o c i a l  c o n s t r a i n t . .  I t  must  t r e a t  a l l  the 

above c a s e s  o f  consumpt ion  b e h a v i o r  a s  b e i n g  based on 

( e q u a l  l y  unexp l  ana t o r y  2 p r  i o r i  d e c i s i o n s  o f  t h e  consumer. 

Moreover ,  i t  i s  p r e c i s e l y  t h e  h s  c h a r a c t e r i s t i c  o f  

N e o c l a s s i c a l  v i e w s  wh ich  has  l e d  t o  t h e  supreme d i f f i c u l t i e s  

i n  r e f u t i n g  and, f o r  t h a t  m a t t e r ,  s y s t e m a t i c a l  l y  t e s t i n g  

the  v iews,  4 

I n  a d d i t i o n  t o  these prob lems,  b o t h  v i e w s  wou ld  n o t  

appear t o  be a b l e  t o  account  f o r  a r g u a b l y  t h e  most  o b v i o u s  

consumpt ion  phenomena o f  modern c a p i t a l i s m  -- namely, t h a t  

w h i c h  t a k e s  p l a c e  i n  an env i ronmen t  c h a r a c t e r i z e d  s imu l  t-  

a n e o u s l y  b y  an a s p e c t  o f  f r e e  c h o i c e  and an a s p e c t  o f  

s o c i o - i n s t i t u t i o n a l  c o n s t r a i n t ,  and where a  consumer must 

conce rn  h i m s e l  f w i  t h  b o t h  a s p e c t s  a t  t h e  same t ime, I n  

t h i s  sense, n e i t h e r  t h e o r y  can accoun t  f o r  those cases  

where an i n d i v i d u a l ,  wh i  l e  c o n f r o n t e d  w i  t h  w idesp read  

i n s t i t u t i o n a l  c o n s t r a i n t s  on h i s  consumpt ion  b e h a v i o r ,  

s t i l  i possesses  t h e  ( m i n i m a l )  f reedom t o  choose between 

t h r e e  o p t i o n s  -- t o  i q n o r e  t h e  c h o i c e  imp1 i c a t i o n s  o f  the  

c o n s t r a i n t s ,  t o  a c c e p t  t he  c h o i c e  imp1 ; c a t i o n s  o f  t he  

c o n s t r a i n t s ,  o r  t o  r e j e c t  the  c h o i c e  imp1 i c a t i o n s  o f  t h e  

c o n s t r a i n t s .  The l d a r x i s t  v i e w  canno t  e x p l a i n  how a  

consumer c o u l d  choose between these  o p t i o n s  J w i  t h  f r e e  



how a  consumer c o u l d  choose between these o p t i o n s  ( w i  t h  

i n s t i t u t i o n a l  c o n s t r a i n t ) .  

The e x p l a n a t o r y  d e f i c i e n c i e s  d e s c r i b e d  h e r e  a r e  

d o u b t l e s s  o f  a  v e r y  s e r i o u s  o r d e r ,  and the  fundamenta l  

problem, i t  seems, l i e s  w i t h  the  m e t a p h y s i c a l  v iews  
- -- L- 

espoused b y  e i  t h e r  s i d e .  4 & ~ 5  

I n  t h i s  r e s p e c t ,  M a r x i s t  t h i n k e r s  a r e  f r e q u e n t l y  

p r o n e  t o  v i e w  the  normal  cap i t a  l i s  t  consumpt ion  env i ronmen t  

a s  t h a t  w h i c h  i s  o f  t h e  h i g h l y - i n f l u e n c e d  and h i g h l y -  

c o n s t r a i n i n g  ( a n d  p e r h a p s  l o o s e l y  c o n c e n t r a t i o n - c a m p )  

v a r i e t y ,  and one wh ich ,  I i k e  the  r e s t  o f  s o c i e t y  i s  j u s t  

p r e p a r i n g  f o r  s o c i a l  r e v o l u t i o n .  N e o c l a s s i c a l  t h i n k e r s ,  

on t h e  o t h e r  hand, a r e  f r e q u e n t l y  p r o n e  t o  v i e w  

t h e  norma l cap i t a  l i s  t  consumpt ion  env i ronmen t  a s  one 

wh ich ,  a l o n g  w i t h  t h e  r e s t  o f  s o c i e t y ,  has  j u s t  l a i d  

down i t s  f i r s t  (and  pe rhaps  o n l y )  s o c i a l  and economic 

i n s t i t u t i o n s  -- the  u l t i m a t e  s o c i a l  c o n t r a c t  -- and i s  

j u s t  p r e p a r i n g  t o  open f a c t o r i e s ,  s t a r t  b i d d i n g ,  e t c .  

The d i f f i c u l t i e s  o f  these m e t a p h y s i c a l  v i e w s  a r e  

t w o - f o l d .  The f i r s t  d i f f i c u l t y  i s  t h a t  b o t h  v i e w s  a r e  

v i e w s  o f  a  p u r p o r t e d l y  "no rma l "  s t a t e  o f  c a p i t a l  ism, and 

n o t  o f  abnormal s t a t e s  w h i c h  may a r i s e  i n  a  s o - c a l l e d  

"normal "  c a p i t a l i s m .  The second d i f f i c u l t y  i s  t h a t ,  a s  

f a r  a s  c h o i c e s  o f  t he  normal  s t a t e  o f  cap;  t a l  i sm a r e  
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concerned,  n e i t h e r  t h e  N e o c l a s s i c a l  c h o i c e  o r  t he  M a r x i s t  

i c h o i c e w o u l d  appear  t o  be o p t i m a l .  I n  f a c t ,  normal ,  
P 

everyday  c a p i t a l i s m  -- a s  f a r  a s  i t  can be u n d e r s t o o d  as  

normal  -- wou ld  appear  t o  s i t  somewhere i n  the  m i d d l e  o f  

these two ex t reme v iews.  I t  i s  a  somewhat ambiguous, 

y e t  s imu 1 taneous m i x t u r e  o f  i n d i v i d u a l  f reedom and 

t r a d i t i o n a l  ( o r  c o n v e n t i o n a l  1 c o n s t r a i n t .  And f u r t h e r m o r e ,  

i t  s i m p l y  canno t  be e x p l a i n e d  by  way o f  a n a l o g y  t o  

consumpt ion  e n v i r o n m e n t s  where such f reedom and c o n s t r a i n t  

do appear  t o g e t h e r .  5 

F o o t n o t e s  t o  Chapter  Three 

I, T h i s  h i s t o r i c a l  phenomenon has  u n d e r s t a n d a b l y  b r o u g h t  
w i t h  i t  a  h o s t  o f  p rob lems  i n  a s s e s s i n g  e i t h e r  s i d e ' s  
p o s i t i o n  c r i t i c a l  l y .  

One p r o b l e m  has  been,of course ,  t h a t  o f  a m b i g u i t y  
o v e r  s i m p l y  what t h e  r e s p e c t i v e  p o s i t i o n s  are.  N e o c l a s s i c a l  
t h e o r i s t s  have o f t e n ,  f o r  example, f u s e d  t h e  n o t i o n  o f  
" f reedom o f  c h o i c e "  w i  t h  t h e  q u i  t e  independent  n o t i o n  o f  
"consumer* s  sove re  i gn t y "  ( see J. Ro thenberg,  Consumer's 

v e r e i a n  t v  , ! e v i s i  t e d  and t h e  H o s ~ i  t a b i  l;i t y  o f  Freedom of 
Z o i c e , . ~ ~ ~  ( 5 2 )  May 1962, pp. 269-2901, a n d T a v e  o f  ten  
o b s c u r e d  much ( i f  n o t  a1 I o f  t h e  ir work b y  t h e  use o f  
c e t e r i s - ~ a r i b u s  a n a l y t i c  d e v i c e s  ( see J. b u t t r i c k ,  The 
N e o c l a s s i c a l  C o n t r i b u t i o n ;  i n  T h e o r i e s  -- o f  Economic Growth, 
New York, F r e e  Press ,  1960, pp. 155-192). M a r x i s t s  have 
a l s o  f r e q u e n t l y  obscu red  t h e i r  p o s i  t i o n  by  a  h o s t  o f  
u n c r i t i c a l  " d i a l e c t i c a l "  s t r a g e g i e s  ( see K.R. Popper,  
Con. jectures - and R e f u t a t i o n s ,  London, Rout  l'edge and Kegan 
Pau l ,  1963) .  

An even g r e a t e r  p r o b l e m  has  been t h a t  o f  ten  t h e  
p o s i t i v e  a s s e r t i o n s  o f  b o t h  N e o c l a s s i c a l  t h i n k e r s  and o f  
M a r x i s t s  have been f u s e d  w i t h  p a r t i c u l a r  n o r m a t i v e  o r  
e t h i c a l  a s s e r t i o n s  -- namely, c o n c e r n i n g  how c a p i t a l i s m  
u l  t  i m a t e l y  "ough t  t o  l o o k w .  The appeal  o f  p r e s e n t i n g  
p o s i t i v e  a s s e r t i o n s  abou t  the  f reedom o r  l i b e r t y  o f  i n d i v -  
d u a l s  w i t h i n  modern c a p i t a l i s m  a l o n g  w i t h  a  mora l  i d e a l  
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c o n c e r n i n g  what  t h e  opt imum s t a t e  o f  c a p i t a l i s m  s h o u l d  be, 
and then showing t h a t  p r e s e n t  s o c i e t y  does ( o r  does n o t  
c o n f o r m  t o  such an i d e a l  i s ,  o f  cou rse ,  u n d e n i a b l e .  A lmost  
a l l  t he  appeal  o f  f u l l - s c a l e  s o c i a l  r e f o r m  and o f  ex t reme 
s o c i a l  c o n s e r v a t i s m  l i e  b e h i n d  i t .  

2. See H. L e i b e n s t e i n ,  Bandwaqon, Snob and Veb len  E f f e c t s  
i n  the  Theory of Consumer's Demand, QJE (641, May 1950, -- 
pp. 183-207 

3. T h i s  appears  t o  be t h e  i m p l i c a t i o n  o f  0. Lanqe i n  h i s  
M a r x i a n  ~ c o n o m i c s  - and Modern ~ c o n o m i c  Theory,  RE^ 121, 
June 1935, p. I P , 9 f f ,  

4.  On " t e s t a b i l i t y q '  and " f a l s i f i a b i l  i tyn ,  see K.R. Popper,  
The L o o i c  o f  S c i e n t i f i c  D i s c o v e r y ,  London, H u t c h i s o n  and - 
Co., 1959,Ch.  4 

5. See J. Agassi ,  h k t h o d o l o ~ i c a l  I n d i v i d u a i  ism, op. c i  t ,  



CHAPTER FOUR 

FREEDOM OF CHOICE AND PROBLEMS OF EXPLANAT l ON 

The e x p l a n a t o r y  p rob lems  w i  t h i n  t h e  N e o c l a s s i c a l  and 

Narx  i s  t  v i e w s  o f  modern consump t  i o n  behav i o r  ( o u t  l  i n e d  

e a r l  i e r  I\ a r e  t o  be r e g a r d e d  i n  many r e s p e c t s  a s  fundamen t a  I .  

N e i t h e r  v i e w  can s y s t e m a t i c a l l y  accoun t  f o r  t he  b e h a v i o r  

p a t  te ' rns  s t r e s s e d  by  i t s  c o u n t e r p a r t .  Nei t h e r  v iew,  

moreover ,  i s  a b l e  t o  p r o v i d e  a  s y s t e m a t i c  o r  i n f o r m a t i v e  

accoun t  o f  t h e  ( p e r p l e x i n g l y  n o r m a l )  t y p e  o f  consumer 

b e h a v i o r  wh i c h  t a k e s  p  l  ace i n  ah env i ronmen t  c h a r a c  t e r  i zed, 

i n  p a r t ,  b y  b o t h  an a s p e c t  o f  f r e e  c h o i c e  and an a s p e c t  

o f  i n s t i t u t i o n a l  c o n s t r a i n t .  

The Symme t r y  o f  t he  Exp l ana t o r y  Problems. A *  - 
The f e a t u r e  w h i c h  i s  pe rhaps  o f  supreme i n t e r e s t  i n  

compar ing  t h e  d e f i c i e n c i e s  o f  b o t h  t h e  N e o c l a s s i c a l  and 

M a r x i s t  v i e w s  i s  t h a t  t h e i r  d e f i c i e n c i e s ,  a s  such, a r e  

q u i t e  s y m m e t r i c a l .  T h i s  i s  n o t a b l e  l a r g e l y  because i t  

sugges ts  t h a t  t h e r e  a r e  a  v e r y  s i m i l a r  s e t  o f  p rob lems  

l y i n g  a t  t h e  b o t t o m  o f  b o t h  t r a d i t i o n a l  t h e o r i e s ,  

I t  i s  t h e  c e n t r a l  p o i n t  o f  t h i s  paper  t h a t  b o t h  

t r a d i t i o n a l  N e o c l a s s i c a l  and M a r x i a n  t h e o r i e s  do f a c e  a  

p r e c i s e l y  s i m i l a r  s e t  o f  problems.  And t h e  most n o t a b l e  

o f  these i s  t h a t  b o t h  t h e o r i e s  l a c k  t h e  t ype  o f  t r u l y  
- - 

i n d i v i d u a l i s t  p r i n c i p l e s  w h i c h  a r e  a  necessa ry  r e q u i r e m e n t  
-.-- 



o f  any e x p l a n a t i o n  o f  i n d i v i d u a l  consumer b e h a v i o r ,  The 

M a r x i s t  v iew,  i n  a s  much a s  i t  i n t e r p r e t s  a l l  i n d i v i d u a l  

b e h a v i o r  a s  fundamenta l  l y  i n s t  i t u t  i o n a l  l y -de te rm ined  

b e h a v i o r  -- and t h u s  admi t s  o n l y  t o  t h a t  t y p e  o f  i n d i v i d u a l  

b e h a v i o r  w h i c h  does - n o t  c o n f l i c t  w i t h  t h e  norms o f  "accept -  

a b l e "  consumpt ion  o f  an i n s t i t u t i o n a l  s t r u c t u r e ,  c e r t a i n l y  

l a c k s  such i n d i v i d u a l  i s t  p r i n c i p l e s  ( a l m o s t  by  d e f i n i t i o n ) .  

However, so too  does t h e  N e o c l a s s i c a l  s t a n c e .  Even though 

N e o c l a s s i c a l  t h e o r y  appears  p r i m a  f a c i e  an i n d i v i d u a l  i s t  

t heo ry ,  s i n c e  i t  p e r m i t s  t h e  consumer t h e  a b i  I i t y  t o  

e x p r e s s  h i s  - own a ims  and i n t e r e s t s  v i a  h i s  s u b j e c t i v e  

t a s t e s  ( o r  p r e f e r e n c e s ) ,  i t s  e s s e n t i a l  f l a v o u r  may s t  i l l 

be seen t o  be n o n - i n d i v i d u a l i s t .  T h i s  i s  because, q u i t e  

s i m p l y ,  t h e  N e o c l a s s i c a l  v i e w  a d m i t s  o n l y  t o  t h a t  t y p e  o f  

consumer b e h a v i o r  w h i c h  a r i s e s  i n  i n s t a n c e s  where ( a )  a 

consumer employs a  m a x i m i z a t i o n  p r i n c i p l e  and ( b )  he 

chooses t h e  same s p e k i f  i c a t i o n  o f  h i s  u t i  l i t y  and c o s t  
\ 

f u n c t i o n  a s  t h e  v i e w  o b j e c t i v e l y  p o s i t s .  A consumer i s  

bound b y  these  con i t  i o n s  and he i s  n o t  f r e e  t o  oppose 

e i t h e r ,  

The Symmetry and Freedom o f  C h o i c e  8 .  - - - 
The p a r t i c u l a r  i n t e r e s t  i n  t h e  n o n - i n d i v i d u a l i s t  

c h a r a c t e r i s t i c s  o f  b o t h  ~ e o c l a s s i c a l  and ~ a r x i s t  t h e o r i e s  

o f  consumer b e h a v i o r  h e r e  i s  s p e c i f i c a l  l y  t h a t  i t  r e l a t e s  

t o  the  m a t t e r  o f  f reedom o f  c h o i c e .  That  t h e  e x i s t e n c e  o f  
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any fo rm o f  f reedom o f  c h o i c e  f o r  consumers w i t h i n  d e v e l -  

oped c a p i t a l i s t  s o c i e t i e s  i s  an i s s u e  p r e c i s e l y  connected  

w i t h  the  p o s s i b i l i t i e s  f o r  a  consumer t o  base h i s  consump- 

t i o n  d e c i s i o n s  on fundamenta l  c r i t e r i a  o f  h i s  own choos ing ,  - 
and t h u s  n o t  o f  t h e  e x t e r n a l l y - i m p o s e d  o r  n o n - i n d i v i d u a l i s t  

v a r i e t y  i s  e v i d e n t .  As s u c h , ' i t ' j s  a rgued  h e r e  t h a t  i n s o f a r  

a s  b o t h  t r a d i t i o n a l  v i e w s  p r e m i s s  t h e i r  e x p l a n a t i o n  o f  

i n d i v i d u a l  consumer b e h a v i o r  f u n d a m e n t a l l y  upon n o n - i n d i v -  

i d u a l i s t  p r i n c i p l e s  o f  cho ice ,  t h e y  a r e  a l s o  f u n d a m e n t a l l y  

founded on t h e  d e n i a l  o f 8 " f r e e d o m  o f  c h o i c e "  f o r  consumers. 

They a r e  b o t h  " d e t e r m i n i s t i c w ,  t o  employ the  f a s h i o n a b l e  
,_____---- -- 

term. 

To i l l u s t r a  te ,  i n  the  M a r x i a n  scheme, the  w o r k e r  who 

r a t i o n a l l y  d e c i d e s  t h a t  r e v o l u t i o n  i s  n o t  t h e  answer, and 

t h a t  t o  f o l l o w  c a p i t a l i s t  norms and i d e a l s  i s  pe rhaps  

s i g n i f i c a n t l y  more i n  l i n e  w i t h  h i s  own a ims  and i n t e r e s t  

s i m p l y  canno t  a c t  o u t  h i s  r o l e  qua w o r k e r  and s t i l l  f a l l  

w i t h i n  the  domain o f  M a r x i a n  e x p l a n a t i o n .  So too, w i t h  

t h e  worke r  ( o r  c a p i t a l i s t )  who f r e e l y  d e c i d e s  t o  i g n o r e  

t h e  p r o g r e s s  o f  ( o r  decay o f )  c a p i t a l i s m .  P r e c i s e l y  t h e  

same can be s a i d  o f  t h e  N e o c l a s s i c a l  consumer who chooses 

a c r i t e r i o n  o f  maximum s a t i s f a c t i o n  w h i c h  i s  n o t  s o l e l y  

d e f i n e d  i n  terms o f  u t i l i t y  d e r i v e d  f r o m  goods, and who 

does n o t  max im ize  i n  t h e  spec; f  i e d  N e o c l a s s i c a l  manner. 

O r  t h e  N e o c l a s s i c a l  consumer who bases  a l l  h i s  consumpt ion  



d e c i s i o n s  on the  u t i l i t y  he d e r i v e s  f rom a d o p t i n g  an 

human i t a r  i a n  a t  t i tude towards  h i s  c o n t r a c t o r s ,  r a t h e r  

than on upon the  u t i l i t y  he may d e r i v e  f rom a c t i n g  i n  h i s  

own s e l f - i n t e r e s t .  The p o i n t  i s  s i m p l y  t h a t  consumers o f  

t h e  t ypes  t r a d i t i o n a l l y  examined by b o t h  t h e  N e o c l a s s i c a l  

and M a r x i a n  t h e o r i e s  o f  b e h a v i o r  a r e  n o t  f r e e  t o  adopt  

such s t r a t e g i e s .  They a r e  f r e e  t o  choose o n l y  a f t e r  they  

have a c c e p t e d  some fundamenta l  and u n i v e r s a l l y - p r e s c r i b e d  

mechanism o f  r a t i o n a l  c h o i c e .  And inasmuch a s  they  a r e  

n o t  f r e e  t o  oppose such a  p r i n c i p l e ,  t hey  a r e  n o t  f r e e  

t o  accep t  i t  e i t h e r .  

I t  i s  e v i d e n t  t h a t  what i s  r e q u i r e d  t o  m i t i g a t e  the  

g e n e r a l  d e f i c i e n c y  n o t e d  h e r e  i s  t h a t  consumers must  be 

p e r m i t t e d  t o  e x p r e s s  t h e i r  own a ims and i n t e r e s t s  i n  

i n d i v i d u a l i s t  terms;  t o  choose t h e i r  own p r i n c i p l e s  o f  

r a t i o n a l  a c t i o n  on t h e  b a s i s  o f  t h e  c i r c u m s t a n c e s  they  

face ,  I t  i s  s t r e s s e d  t h a t  i t  i s  o n l y  t h i s  w h i c h  removes 

the  e v e r - n o t i c e a b l e  e lemen t  o f  d e t e r m i n s i m  f r o m  consumer 

t h e o r y ,  and w h i c h  p e r m i t s  consumers freedom o f  c h o i c e  i n  

any s u b s t a n t i a l  o r  g e n e r a l  sense. Moreover ,  i t  i s  o n l y  

t h e  p o s s i b i  I i t y  o f  a l  l o w i n g  consumers the  c h o i c e  o f  t h e i r  

own p r i n c i p l e s  o f  r a t i o n a l  a c t i o n  w h i c h  a l l o w s  a  s o l u t i o n  - 
t o  the  age -o ld  conundrum f o r  e c o n o m i s t s  -- namely, the  

"p rob lem o f  i r r a t i o n a l  b e h a v i o r , "  I n  t h i s  r e s p e c t  t he  

"p rob lem o f  i r r a t i o n a l  b e h a v i o r "  i s  o n l y  a  p r o b l e m  i f  
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t r u l y  i n d i v i d u a l i s t  p r i n c i p l e s  o f  i n d i v i d u a l  a c t i o n  a r e  

absen t  f rom a c c o u n t s  o f  consumer b e h a v i o r  -- s i n c e  a l l  

consumers who w i s h  t o  choose p r i n c i p l e s  o t h e r  than those  

s p e c i f i e d  by  t h e  t h e o r y  a r e  e x c l u d e d  f r o m  e x p l a n a t i o n ,  

But  i t  i s  n o t  o n l y  t h e  s o l u t i o n  t o  a  l o g i c a l  p r o b l e m  o f  

e x p l a n a t i o n  w h i c h  i s  o f  impor tance  here .  The h i s t o r y  o f  

modern cap; t a l  i s t  consumpt ion  behav i o r  i s  i ndeed  a  h i s t o r y  

o f  many d i f f e r e n t  r a t i o n a l i t y  p r i n c i p l e s ,  used by i n d i v i d u a l s  

i n  many d i f f e r e n t  c o n t e x t s ,  and b r e e d i n g  a  m u l t i p l i c i t y  o f  

t y p e s  o f  i n d i v i d u a l  consumer b e h a v i o r ,  

F r e e  T a s t e s  and F ree  Cho ices  -- The Fami l y  D i s p u t e  c *  - 
The argument p r e s e n t e d  above -- t h a t  f reedom o f  c h o i c e  

f o r  consumers i s  a  m a t t e r  f u n d a m e n t a l l y  t i e d  t o  t h e  poss-  

i b i  l i t  i e s  f o r  a  consumer t o  choose h i s  own s t a n d a r d s  and 

p r i n c i p l e s  o f  r a t i o n a l  b e h a v i o r  -- i s  an i m p o r t a n t  a rgu -  

ment. I t  i s  i m p o r t a n t  l a r g e l y  because i t  s u g g e s t s  t h a t ,  

inasmuch a s  b o t h  N e o c l a s s i c a l  and M a r x i s t  t h i n k e r s  have 

de fended t h e o r i e s  i n  w h i c h  consumers were bound by non- 

i n d i v i d u a l i s t  p r i n c i p l e s  o f  r a t i o n a l  b e h a v i o r ,  b o t h  camps 

agree on t h i s  fundamenta l  m a t t e r ,  

However, t he  h i s t o r y  o f  i n t e r a c t i o n  between t h e  two 

camps has, i t  i s  acknowledged, n o t  been a  h i s t o r y  o f  

n o t i c e a b l e  agreement on fundamenta l  m a t t e r s ,  b u t  r a t h e r  

a  h i s t o r y  o f  n o t i c e a b l e  con f  l i c t  o v e r  fundamenta l  m a t t e r s ,  

The q u e s t i o n  a r i s e s :  Why t h e  c o n f l i c t ?  



One may answer t h i s  q u e s t i o n  o r i m a  f a c i e  by r e f e r e n c e  

t o  the  con f  l  i c t  o v e r  the  t y p e  o f  n o n - i n d i v i d u a l  i s t  

p r i n c i p l e  one s h o u l d  employ i n  e x p l a n a t i o n s  o f  consumer 

b e h a v i o r  -- a  m a t t e r  upon w h i c h  b o t h  camps have, o f  course ,  

d i sag reed .  M a r x i s t s  have a lways  sugges ted  i n s t i t u t i o n a l  

p r i n c i p l e s ,  whereas N e o c l a s s i c i s t s  have a lways  suggested  

n o n - i n s t  i t u t  i o n a l  o r  p s y c h o l o g i s t  i c  ones. However, the 

most p e n e t r a t i n g  answer t o  t h i s  q u e s t i o n  may be p u t  a s  

f o l  lows: Both  N e o c l a s s i c a l  t h i n k e r s  and M a r x i s t s  have 

t r a d i t i o n a l l y  adop ted  the  p o s i t i o n  t h a t  f reedom o f  c h o i c e  

f o r  an i n d i v i d u a l  was n o t  an i s s u e  connec ted  w i t h  h i s  a b i l -  

i t y  t o  choose ( f r e e l y )  h i s  own s t a n d a r d s  o r  p r i n c i p l e s  o f  

r a t i o n a l  a c t i o n ,  b u t  an i s s u e  e x c l u s i v e l y  connec ted  w i t h  

the  p o s s i b i l i t i e s  f o r  an i n d i v i d u a l  t o  e x p r e s s  h i s  t a s t e s  

o r  p r e f e r e n c e s  on goods i n d e p e n d e n t l y  o f  e x t e r n a l  s o c i a l  

i n f l u e n c e .  N e o c l a s s i c a l  t h e o r i s t s  and M a r x i s t s  have, 

o f  course ,  t r a d i t i o n a l l y  d i s a g r e e d  on v i r t u a l l y  e v e r y t h i n g  

when t h e  i s s u e  o f  " f reedom o f  c h o i c e "  i s  p u t  t h i s  way, 

N e o c l a s s i c a l  t h e o r i s t s  have c o n s i s t e n t l y  c i t e d  a l l  the  

n o n - c o n s t r a i n i n g  a s p e c t s  o f  p r e f e r e n c e  f o r m a t i o n  i n  

c a p i t a l i s t  s o c i e t i e s ,  and conc lueded  t h a t  t h i s  i m p l i e s  

" f reedom o f  c h o i c e "  f o r  consumers, M a r x i s t s ,  on the  o t h e r  

hand, have c o n s i s t e n t l y  c i t e d  a l l  t he  i n s t i t u t i o n a l l y -  

c o n s t r a i n i n g  a s p e c t s  o f  p r e f e r e n c e - f o r m a t i o n  i n  c a p i t a l  i s t  

s o c i e t i e s  ( f r o m  Madison Avenue and Genera l  M o t o r s  on down), 



and have c o n c l u d e d  t h a t  t h i s  i m p l i e s  an absence o f  

" f reedom o f  cho ice i1  f o r  consumers. Hence, t h e  t r a d i  t  i o n a l  

con f  l i c t .  

However, t h i s  c o n f l i c t  between N e o c l a s s i c a l  t h i n k e r s  

and h f a r x i s t s  canno t  be i n t e r p r e t e d  a s  a  con f  l i c t  o v e r  

f reedom o f  c h o i c e  a s  such. I t  can o n l y  be i n t e r p r e t e d  as  

a  f a m i l y  d i s p u t e l o v e r  whether  ( o r  n o t )  consumers w i t h i n  

deve loped c a p i t a l i s t  consumpt ion  e n v i r o n m e n t s  have t h e  

a b i l i t y  t o  e x p r e s s  t h e i r  t a s t e s  o r  p r e f e r e n c e s  on goods 

f r e e l y  -- and, a s  a  m a t t e r  o f  l o g i c ,  such c o n s i d e r a t i o n s  

have no genu ine  b e a r i n g  on t h e  m a t t e r  o f  " f reedom o f  choice1 '  

f o r  consumers. The reason  f o r  t h i s  i s  s i m p l y  t h a t  " t a s t e s  

w i  t h  r e s p e c t  t o  goods"  a r e  o n l y  one k i n d  o f  t a s t e s ,  and 

i n  so f a r  a s  they  a r e  n o t  a l l  l t tastesl l ,  a  s p e c i f i e d  

f reedom ( o r  want  o f  f reedom)  i n  t h e i r  e s t a b l i s h m e n t  has  

no  spec i f i c  b e a r i n g  on t h e  g e n e r a l  q u e s t  i o n  o f  'If reedom 

o f  c h o i c e "  f o r  consumers. As argued above, i f  a  consumer 

i s  t o  possess  " f reedom o f  c h o i c e "  i n  any s u b s t a n t i a l  o r  

s e n e r a l  sense, he  must  be gua ran teed  the  m i n i m a l  f reedom 

t o  choose ( i n d e p e n d e n t  o f  e x t e r n a l  p r e s c r i p t i o n )  a  mechanism 

by  w h i c h  h e  can r a t i o n a l l y  t r a n s f o r m  h i s  " t a s t e s  w i t h  

r e s p e c t  t o  goods'' i n  t o  a c t u a l  consumpt ion  c h o i c e s .  I n  

o t h e r  words, t he  consumer must possess  t h e  f reedom t o  

e x p r e s s  h i s  own t a s t e s  on some s o r t  o f  r a t i o n a l i t y  p r i n c i p l e .  

The l o g i c  o f  t h i s  p o s i t i o n  i s  q u i t e  obv ious .  I f  



t t consumpt ion  t a s t e s "  a r e  i n  f a c t  a c t u a l  t t consumpt ion  

c h o i c e s " ,  then the  f reedom t o  e s t a b l  i s h  such t a s t e s  

independent  o f  e x t e r n a l  i n f l u e n c e s  would,  o f  course ,  

s u a r a n t e e  " f reedom o f  c h o i c e w  i n  consumpt ion.  However, i f  

"consump t  i o n  t a s  test '  a r e  n o t  equ i va I en t  t o  "consump t  i o n  

c h o i c e s t t  ( a s  they  a r e  n o t ) ,  and a  p r i n c i p l e  i s  r e q u i r e d  

w h i c h  can e f f e c t i v e l y  t r a n s l a t e  " t a s t e s "  i n t o  "cho ices" ,  

then i t i s  t h e  f reedom f o r  an i n d i v i d u a l  t o  choose such 

a  t r a n s f o r m a t i o n  r u l e  w h i c h  i s  o f  paramount impor tance i n  

g u a r a n t e e i n g  an i n d  i v  i d u a  I " f reedom o f  c h o i c e "  i n  consump- 

t i o n ,  I f  t he  i n d i v i d u a l  canno t  choose such a r u l e  w i t h i n  

t h e  env i ronmen t  i n  wh i c h  he  consumes, then i n  genera I, i t  

does n o t  m a t t e r  whe the r  h i s  " t a s t e s  on goods" a r e  f r e e l y -  

e s t a b l i s h e d  f rom t h e  o u t s e t  -- s i n c e  he i s  s t i l l  bound by 

an e x t e r n a l l y - e s t a b l i s h e d  c h o i c e  mechanism i n  any case. 

I n  c o n t r a s t ,  however, i f  a  consumer does possess  the  

f reedom t o  choose such a  r u l e  ( a s  embodied i n  a  r a t i o n a l  i t y  

p r i n c i p l e ) ,  then i t  does n o t  fundamenta l  l y  m a t t e r  i f  h i s  

" t a s t e s  on goodstt  a r e  e x t e r n a l  I y  e s t a b  l i s h e d  f rom the  

o u t s e t  -- s i n c e  he  a l w a y s  possesses  the  m i n i m a l  f reedom 

t o  change the  p r e s c r i b e d  c h o i c e - i m p l i c a t i o n s  o f  these 

imposed p r e f e r e n c e s  by  way o f  an a p p r o p r i a t e  c h o i c e  o f  

p r i n c i p l e s  o f  r a t i o n a l  b e h a v i o r .  I t  i s  the  r e c o g n i t i o n  o f  

t h i s  l a t t e r  p o i n t  w h i c h  p r o v i d e s  the  e s s e n t i a l  p h i l o s o p h i c a l  

, ba ,s i s  f o r  t h e  v i e w  o f  consumer 's  c h o i c e  p r e s e n t e d  here.  



CHAPTER F lVE 

A NEW AVENUE:. INDIVIDUALIST RATIONALITY A S  

THE VEHICLE FOR FREEDOM OF CHOICE 

I t  has  o f t e n  been f e l t ,  e s p e c i a l l y  w i t h  r e s p e c t  t o  

N e o c l a s s i c a l  t h e o r i e s  o f  c h o i c e ,  t h a t  t h e  i n t r o d u c t i o n  

o f  a  s u b j e c t i v e  e lemen t  i n t o  t h e  d e t e r m i n a t i o n  o f  r a t i o n -  

a l i t y  p r i n c i p l e s  f o r  i n d i v i d u a l  consumers i s  s e v e r e l y  

p r o b l e m a t i c ,  The t h e o r y  l o s e s  most o f  i t s  e x p l a n a t o r y  

power and i t s  g e n e r a l i t y ,  and, what  i s  more, i t  f a i l s  t o  

keep most  o f  i t s  " o p t i m a l i t y "  p r o p e r t i e s .  I n  t h i s  paper ,  

however,  i t  i s  p r e c i s e l y  t h i s  s u b j e c t i v e  e lement  w h i c h  w i l l  

be i n t r o d u c e d ,  I t  i s  i n t r o d u c e d  n o t  o n l y  because i t  

appears  t o  be t h e  o n l y  p o s s i b l e  way t o  a v o i d  t h e  u n c o m f o r t -  

a b l e  e lement  o f  d e t e r m i n i s m  w h i c h  c o n s i s t e n t l y  h o v e r s  o v e r  

b o t h  t r a d i  t  i o n a l  t h e o r i e s ,  and n o t  on l y  because i t  r e p r e s -  

e n t s  P e r h a ~ S  the  o n l y  way t o  make sense o u t  o f  t h e  t r a d -  

i t  i o n a l  " f reedom o f  c h o i c e n  d i  lemma, b u t  a l s o  because the  

i n t r o d u c t i o n  o f  t h e  i dea  o f  i n d i v i d u a l i s t  r a t i o n a l i t y  

b r i n g s  w i t h  i t ,  i n  f a c t ,  one m a j o r  avenue f o r  o b t a i n i n g  

a  r i c h e r  and more e x p l a n a t o r y  consumer theo ry .  I n  p a r t  i c -  

u l a r ,  i t  a l l o w s  the p o s s i b i l i t y  o f  a c c o u n t i n g  f o r  those 

consumers who do choose, a s  a  s p e c i a l  case, t o  accep t  

N e o c l a s s i c a l  o r  M a r x i s t  p r i n c i p l e s  o f  r a t i o n a l  a c t i o n ,  a s  

w e l l  a s  f o r  t h e  g e n e r a l  c l a s s  o f  consumers who adopt  



a l t e r n a t i v e  p r i n c i p l e s .  

A.  The Q u e s t i o n  of G e n e r a l i t y  and the Consumer's 

Choice - o f  P r i n c i p l e s  

The i n t r o d u c t i o n  o f  i n d i v i d u a l i s t i c a l l y - d e t e r m i n e d  

r a t i o n a l i t y  p r i n c i p l e s  i n t o  the e x p l a n a t i o n  o f  i n d i v i d u a l  

consumer behav io r  cannot ,  i t  i s  e v i d e n t ,  be done on an 

a r b i t r a r y  o r  add bas i s .  To i n t r o d u c e  the n o t i o n  o n l y  

t o  account f o r ,  l e t  u s  say, a  consumer who does n o t  max- 

im ize  h i s  u t i l i t y  i n  the o r thodox  Neoc lass i ca l  sense can 

o n l y  e f f e c t i v e l y  compound the d i f f i c u l t i e s  o f  Neoc lass ica l  

theory,  as w e l l  as  obscure i t s  b a s i c  mechanics. What i s  

r e q u i r e d  i n  i n t r o d u c i n g  s u b j e c t i v e l y - e s t a b l i s h e d  r a t i o n -  

a l i t y  p r i n c i p l e s  i n t o  consumer theory  i s ,  i n  p a r t i c u l a r ,  

a  ( g e n e r a l )  e x p l a n a t i o n  f o r  why a  consumer chooses the  

p r i n c i p l e s  o f  " r a t  i o n a l "  consumption behav io r  he does. 

The exp lana t i on ,  i t  i s  s t ressed,  must be genera l  i n  char -  

a c t e r ;  i t  cannot  account  f o r  a  few consumers on ly ,  and i t  

cannot,  f o r  a l l  i n t e n t s  and purposes, admi t  t o  s p e c i a l  

cases. 

I t  i s  the ma jo r  p o i n t  o f  t h i s  paper t h a t  i n  o r d e r  t o  

p r o v i d e  such an exp lana t i on ,  a  m o d i f i c a t i o n  o f  b o t h  t r ad -  

i t i o n a l  Neoc lass i ca i  and Marx ian v iews o f  the n a t u r e  o f  

modern c a p i t a l i s t  consumption env i ronments  i s  r equ i red .  

I n  t h i s  respec t ,  i t  i s  suggested t h a t  n e i t h e r  t r a d i t i o n a l  

theory ,  g i ven  t h e i r  r e s p e c t i v e  v iews o f  the c h a r a c t e r i s t i c s  



o f  modern c a p i t a l i s t  consumption environments, can p r o v i d e  

the r e q u i s i t e  f ounda t i ons  f o r  the p r o d u c t i o n  o f  such 'an  

exp lana t  ion. 

I n  p a r t i c u l a r ,  t o  t a l k  o f  the wcho i ce "  o f  a r a t i o n -  

a l i t y  p o s t u l a t e  w i t h i n  the t r a d i t i o n a l  Neoc lass i ca l  se t -  

t i n g  where t he re  i s  e f f e c t i v e l y  no c o n s t r a i n t  on a  consumerts 

ac t i ons ,  except  ( i n  a  t e c h n i c a l  sense) h i s  budget, where 

the environment i n  which he consumes i s  q u i t e  n e u t r a l  t o  

any and a l l  o f  h i s  consumption ac ts ,  b o r d e r s  on v a c u i t y  -- 
s i n c e  t he re  i s  s imp l y  n o t h i n g  f o r  a  consumer t o  be " r a t i o n a l "  

( o r  i r r a t i o n a l ? )  about.  Moreover, the re  i s  a b s o l u t l e l y  

n o t h i n g  w i t h i n  a  consumption environment o f  the Neoc lass ica l  

v a r i e t y  which p r o v i d e s  the b a s i s  f o r  an ( n o n - a r b i t r a r y )  

e x p l a n a t i o n  o f  a  c o n s u m e r ~ s  cho i ce  o f  p r i n c i p l e s  o f  r a t i o n a l  

a c t i o n .  I n  s h o r t ,  w i t h i n  such an environment,  a  consumer 

has s impl  y  n o t h i n g  t o  respond r a t i o n a l  l y to. He has no 

i n s t i t u t i o n a l  c o n s t r a i n t s  o r  i n s t i t u t i o n a l  feedback a t t ached  

t o  h i s  consumption acts .  And, i n  essence, any c h o i c e  he 

makes must be beyond exp lana t i on ,  i.e. 2 p r i o r i .  

S i m i l a r l y ,  t o  t a l k  o f  an i n d i v i d u a l ' s  cho i ce  o f  these 
-, 

p r i n c i p l e s  w i t h i n  the t r a d i t i o n a l  M a r x i s t  s e t t i n g  where 

consumers a r e  locked i n t o  some s o r t  o f  " c l a s s  r a t i o n a l i t y "  

o r  " s o c i a l  r a t i o n a l i t y n  i n  any case, can o n l y  be a t  bottom, 

p o i n t l e s s .  Granted t ha t ,  w i t h i n  the M a r x i s t  envi ronment,  

consumers do have a  g r e a t  deal  t o  respond to;  s t  i l I, i n s o f a r  



as  they a r e  den ied an independent i n d i v i d u a l i s t  p r i n c i p l e  

o f  response t o  t h e i r  consumption environment,  they s impl  y  

cannot  be r a t i o n a l  on t h e i r  own terms. 

What i s  s p e c i f i c a l l y  r e q u i r e d  i n  any e x p l a n a t i o n  o f  a  

consumerts cho i ce  o f  p r i n c i p l e s  o f  r a t i o n a l  ac t . ion  i s  the 

s p e c i f i c a t i o n  o f  a  consumption environment which a l l o w s  

an i n d i v i d u a l  the minimum freedom to  choose h i s  own p r i n c i -  

p l e s  o f  r a t i o n a l  a c t i o n ,  b u t  which c o n t a i n s  s u f f i c i e n t  

i n s t i t u t i o n a l  and normat i ve  c o n s t r a i n t  t o  a l  low the cho ice  

o f  p r i n c i p l e s  t o  be viewed d i r e c t l y  as  a  " r a t i o n a l "  response 

t o  the c o n s t r a i n t s  o f  the consumption environment. Given 

an environment o f  t h i s  type, the idea o f  a  consumer's 

"cho ice"  o f  p r i n c i p l e s  o f  r a t i o n a l  a c t i o n  becomes p a l a t a b l e .  

The "problem o f  r a t i o n a l  a c t i o n "  f o r  an i n d i v i d u a l  becomes 

a  prob lem o f  how, g i ven  -- h i s  own aims and i n t e r e s t s ,  and 

g i ven  -- h i s  v iew o f  the i n s t i t u t i o n a l  s t r u c t u r e  he consumes 

under, he can bes t  employ the type o f  freedom he possesses 

t o  v a r i o u s l y  avo id ,  c i rcumvent ,  o r  r a t i o n a l i z e  the s o c i a l  

and i n s t i t u t i o n a l  c o n s t r a i n t s  he faces. 

The Mechan i c s  o f  Choice B* - - 
In the model p resen ted  here, a  consumer i s  presumed to  

face  a  consumption environment which meets the above s p e c i f i -  

c a t  ions, I t  permi t s  h im the r e q u i r e d  freedom to  choose h i s  

own p r i n c i p l e s  o f  r a t i o n a l  behav io r ,  ye t  which, a t  the same 

time, s u b j e c t s  h im to  ve ry  def  i n i  t e  types o f  s o c i a l  and 



i n s t i t u t i o n a l  c o n s t r a i n t .  The s o c i a l  and i n s t i t u t i o n a l  

c o n s t r a i n t ,  i t  i s  suggested, l i e s  f u n d a m e n t a l l y  i n  t h e  

e x i s t e n c e  o f  a  l a r g e  number o f  n o r m a t i v e  p r e s c r i p t i o n s  

c o n c e r n i n g  what,  and i n  what f a s h i o n ,  one ought  t o  consume 

w i  t h i n  t h e  env i ronmen t .  These p r e s c r i p t  i o n s  a r e  seen t o  

b e  a t t a c h e d  d i r e c t l y  t o  c e r t a i n  a v a i l a b l e  goods w i t h i n  the  

env i ronment .  (See Chap te r  Two,B. I . )  

Those goods w h i c h  possess  such p r e s c r i p t  i o n s  a r e  

den0 t e d  a s  "soc i a  l l y - r e  l evan t "  goods. Some must be 

consumed i n  d e f i n i t e  q u a n t i t i e s ;  o t h e r s  consumed m i n i m a l l y .  

C e r t a i n  o f  them, moreover,  possess  s o c i a l  l y-de te rm ined  

u t i  l i t i e s ,  and t h u s  p r e c l u d e  any s o r t  o f  i n d i v i d u a l  

v a l u a t i o n ,  " S o c i a l l y - r e l e v a n t l 1  goods, f u r t h e r m o r e ,  a r e  

t h e  s u b j e c t  o f  i n s t i  t u t  i o n a l  l y - s p e c i f  i e d  pena l  t y  schemes 

i f  t h e y  a r e  n o t  consumed i n  the  s o c i a l l y - p r e s c r i b e d  f a s h i o n .  

Hence, f o r  any consumer t h e r e  a r e  s p e c i f i c  " s o c i a l  c o s t s "  

i n  n o t  a d h e r i n g  o r  c o n f o r m i n g  t o  such i n s t i t u t i o n a l l y - g i v e n  

consumpt ion  s t r i c t u r e s .  (See Ch. l.B.2, ) 

W i t h i n  t h e  c o n s u m ~ t i o n  env i ronmen t ,  t h e r e  are ,  i t  i s  

n o t e d  a  l so those  goods wh i ch a r e  n o t  ''sot i a  l l y - r e  l evan t "  

-- and these a r e  r e g a r d e d  a s  " s o c i a l l y - n e u t r a l "  goods. 

They a r e  f o r  a  l l i n  ten  t s  and purposes,  t h e  s t a n d a r d  

N e o c l a s s i c a l  good, w h i c h  any i n d i v i d u a l  can v a l u e  (and 

consume) q u i t e  independent  o f  i n s t i t u t i o n a l  i n f l u e n c e  o r  

feedback. 



The s p e c i f i c a t i o n  o f  a consumpt ion  env i ronmen t  

w h i c h  c o n t a i n s  e x p l i c i t  norms and p r e s c r i p t i o n s  c o n c e r n i n g  

consuwpt ion  b e h a v i o r  -- a s  embodied i n  t h e  e x i s t e n c e  o f  

" s o c i a l l y - r e l e v a n t "  goods -- r e p r e s e n t s  an e s s e n t i a l  p i v o t  

o f  t h e  v i e w  p r e s e n t e d  here .  T h i s  i s  because such a  

s p e c i f i c a t i o n  changes b o t h  the  scope and c h a r a c t e r  o f  

t he  consumer 's  g e n e r a l  c h o i c e  problem. A consumer n o t  o n l y  

chooses  goods i n  an env i ronmen t  w h i c h  possesses  d e f i n e d  

c o n s t r a i n t s  on p r i c e s  and money income, b u t  he chooses 

goods i n  an env i ronmen t wh i c h  possesses  d e f  i n e d  i n s t  i tu-  

t i o n a l  and n o r m a t i v e  c o n s t r a i n t s  on s o c i a l l y - a c c e p t a b l e  

consumpt ion.  Fu r the rmore ,  a  consumer 's  d e c i s i o n  t o  

consume c e r t a i n  goods (and  i n  p a r t i c u l a r  q u a n t i t i e s )  i s  

seen t o  be p remissed  f u n d a m e n t a l l y  on h i s  p r i o r  d e c i s i o n  

t o  adop t  h i s  own " r a t i o n a l  s t r a t e g y 1 '  b y  w h i c h  t o  h a n d l e  

the  i n s t i t u t i o n a l  a s p e c t s  o f  h i s  consumpt ion  env i ronment .  

The consumer1 s  c h o i c e  o f  p r  i n c i o l  e s  o f  " r a t  i o n a l "  

a c t i o n  w i t h i n  t h i s  env i ronmen t  w i l l  be seen, i n  g e n e r a l ,  t o  

depend on the  consumert s  assessment o f  the  l o g i c  o f  

consuming w i t h i n  an i n s t i  t u t i o n a l  l y - c o n s t r a i n e d  env i ronmen t ,  

and, i n  p a r t i c u l a r ,  t o  depend upon an (exogenous)  t h e o r y  

t h e  consumer h o l d s  about  the  r e l a t i o n s h i p  between h i s  own 

consumpt ion  d e c i s i o n s  and the  i n s t i t u t i o n a l  s t r u c t u r e  o f  

t h e  consumpt ion  env i ronmen t  he faces .  I n  a l l  cases,  

most i m p o r t a n t l y ,  t h i s  w i l l  be seen t o  m a n i f e s t  i t s e l f  i n  
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the consumer's c h o i c e  o f  a p a r t i c u l a r  s p e c i f i c a t i o n  o f  

v a r i a b l e s  w i t h i n  h i s  u t i l i t y  f u n c t i o n  and h i s  c o s t  f u n c t i o n  

-- a cho i ce  which he h o l d s  t o  be most a p p r o p r i a t e  w i t h i n  

the i n s t i t u t i o n a l  envi ronment he faces. 

Wi th  r e s p e c t  t o  t h i s  cho ice,  t h e r e  are,  i n  p r i n c i p l e ,  

o n l y  a f i n i t e  number o f  o p t i o n s  a consumer can choose from, 

A t  bottom, a consumer has e s s e n t i a l  l y two o p t  i o n s  ( o r  two 

p o s s i b l e  t h e o r i e s )  he can choose from. One i s  t h a t  h i s  

own consup t ion  d e c i s i o n s  bear no s i g n i f i c a n t  r e l a t i o n s h i p  

t o  aspec ts  o f  the  s o c i a l  envi ronment i n  which he consumes 

-- and thus, t h a t  a1 l h i s  consumption d e c i s i o n s  may be 

under taken on grounds qu i t e  independen t o f  the i n s t  i t u  t iona l 

c h a r a c t e r i s t i c s  o f  the environment he faces. The o t h e r  i s  

the oppos i te :  t h a t  h i s  consumption d e c i s i o n s  bear a 

s i g n i f i c a n t  r e l a t i o n s h i p  t o  the c h a r a c t e r i s t i c s  o f  the 

environment i n  wh ich  he consumes, and i n  f a c t  r ep resen t  

a p lanned response t o  these c h a r a c t e r i s t i c s .  I n  the f i r s t  

case, the norms and p r e s c r i ~ t i o n s  o f  a consumption env i ron -  

ment a r e  n o t  an e x p l i c i t  c o n s i d e r a t i o n  f o r  t h e  consumer. 

(He takes o n l y  economic u t i l i t i e s  and economic c o s t  i n t o  

account i n  h i s  c h o i c e  problem. 1 I n  the second case, they 

a r e  the e x p l i c i t  b a s i s  f o r  h i s  consumpt ion s t r a t e g y .  (He 

c o n s i d e r s  s o c i a l  u t i l i t i e s  and/or  s o c i a l  c o s t s  -- w i t h  o r  

w i t h o u t  economic u t i l i t i e s  and c o s t s  -- i n  h i s  c h o i c e  

p rob  l em. 1 
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The second case  i s  r e g a r d e d  a s  t h e  "normal I t  modern 

c a p i t a l i s t  case. I n  p a r t i c u l a r ,  i t  i s  suggested ,  as  an 

e m p i r i c a l  h y p o t h e s i s ,  t h a t  most consumers do h o l d  t h e  

t h e o r y  t h a t  t h e i r  consumpt ion  d e c i s i o n s  c a n n o t  be under -  

taken i n  terms w h i c h  e x c l u d e  the  concent r a t  i o n  o f  norms, 

p r e s c r i p t i o n s ,  and pena l ty -schemes o f  modern c a p i t a l i s t  

consumpt ion  env i ronmen ts .  I n  s h o r t ,  most  consumers a r e  

seen t o  be s p e c i f i c a l l y  s e n s i t i v e  t o  these i n s t i t u t i o n a l  

f e a t u r e s  o f  t h e i r  consumpt ion  env i ronmen t ,  and t o  l a r g e l y  

p l a n  t h e i r  consumpt ion  i n  these terms. 

By t h i s  t h e o r y ,  i t  may be s a i d  t h a t  a  consumer who 

h o l d s  the  b a s i c  t h e o r y  t h a t  h i s  consumpt ion  a c t s  bea r  a 

s i g n i f i c a n t  r e l a t i o n s h i p  t o  the  c h a r a c t e r i s t i c s  o f  t h e  

consumpt ion  env i ronmen t  i n  wh ich  he  consumes w i l l ,  i n  

g e n e r a l ,  d e f i n e  h i s  s t a n d a r d s  o f  r a t i o n a l  a c t i o n  i n  these 

te rms  ( t e r m s  w h i c h  d i f f e r ,  i t  i s  no ted ,  f r o m  those consumers 

who oppose t h i s  t h e o r y ) .  I n  p a r t i c u l a r ,  what  w i l l  

c o n s t  i t u t e  r a t i o n a l  consumpt ion  b e h a v i o r  f o r  t h e  i n d i v i d u a l  

w i  l l depend on h i s  assessment o f  t h e  p r e c i s e  r e l a t i o n s h i p  

between h i s  consump t  i o n  d e c i s i o n s  and t h e  norms, p r e s c r  i p -  

t i o n s ,  and p e n a l t y  schemes o f  t h e  consumpt ion  env i ronmen t  

he faces.  

The f u r t h e r  o p t i o n s  f o r  such a consumer a r e  a g a i n  

f i n i t e .  A t  bo t tom,  he h a s  the  o p t i o n  o f  e n d o r s i n g  the  

t h e o r y  t h a t  t h e  consump t  i o n  env i ronmen t  w h i c h  he p r e s e n t  l y  



f a c k s  i s  an l topt imal l l  envi ronment ( i . e .  he agrees complete- 

l y  w i t h  the norms and i n s t i t u t i o n a l  s t r i c t u r e s  o f  the 

env i ronment )  o r ,  m i n i m a l l y ,  the bes t  l lsub-opt imal" 

envi ronment he can ( e v e r )  e x p e c t ( i . e .  he agrees w i t h  most 

o f  the impor tan t  norms, 1. O r  he has the o p t i o n  o f  adopt- 

i n g  an opposing theory  -- t h a t  the environment he p resen t -  

l y  faces i s  "sub-opt imal "  by a l l  s tandards,  and r e q u i r e s  

changes o f  some o rde r .  

Those consumers who adopt  the former theory  w i  l l be 

seen t o  v iew the p resen t  consump t i o n  environment favour -  

ab ly .  S p e c i c i c a l l y ,  they w i l l  be seen t o  r e c e i v e  p o s i t i v e  

s o c i a l  u t i l i t i e s  f rom con fo rming  t o  the norms and p r e s c r i p -  

t i o n s  o f  t h e i r  consumption environment.  Moreover, t h e i r  

i n t e r e s t  i n  consumption w i l l  be i n  c o n s o l i d a t i n g  the 

s t r e n g t h  and p o s i t i o n  o f  e x i s t i n g  norms -- by conforming 

t o  them. I n  no way w i  1 l t h e i r  i n t e r e s t  be i n  r e f o r m i n g  the 

e x i s t i n g  i n s t i t u t i o n a l  s t r u c t u r e .  

Those consumers who v  i ew the presen t consump t ion  

environment as  llsub-optimallt (and r e f o r m a b l e )  w i  l I, i n  

a  symmetr ical  fash ion ,  be seen t o  v iew consumption w i t h i n  

the environment as  un favourab le .  I n  p a r t i c u l a r ,  they w i l l  

be seen t o  r e c e i v e  p o s i t i v e  s o c i a l  u t i l i t i e s  f r o m L d e v i a t i n g  

f rom e x i s t i n g  norms and p r e s c r i p t i o n s  o f  t h e i r  envi ronment.  

Consumers o f  t h i s  type, moreover, a r e  seen t o  va lue  

deviance i n  consumption i n  as  much as  i t  can p o s s i b l y  



have i n  f  l uences on t h e  

h e l d  by  o t h e r  i n d i v i d u a  

t h e o r i e s  o f  consumpt ion  b e h a v i o r  

I s ,  and i n  a  dynamic s e t t i n g ,  

upon t h e  i n s t  i t u  t  i o n a l  s t r u c t u r e  o f  t h e  consumpt ion  

env i ronmen t  i t s e l f .  The p o s s i b i l i t i e s  o f  r e f o r m  a re ,  as  a  

r u l e ,  a l s o  seen t o  be  o f  9 r e a t e r  impor tance  t o  t h i s  t ype  

o f  consumer than t h e  pena l  t i e s  he  may i n c u r  f rom h i s  

d e v i a n t  b e h a v i o r ,  

I n  g e n e r a l ,  i t  i s  suggested  t h a t  t h e  above c l a s s i f i -  

c a t i o n  o f  t h e o r i e s  o f  " r a t i o n a l M  consumpt ion  i s  e x h a u s t i v e .  

The a i m  o f  t h e  f  i n a l  c h a p t e r  o f  t he  paper  i s  t o  o u t  l i n e  i n  

some d e p t h  t h e  mechan ics  o f  consumpt ion  f o r  consumers who 

h o l d  such t h e o r i e s .  I t  i s  s t r e s s e d  t h a t  a l  l o f  t h e  above 

v i e w s  o f  consumpt ion  w i t h i n  a  s o c i a l  l y - c o n s t r a i n i n g  e n v i -  

ronment l e a d  t o  r a t i o n a l  consumer b e h a v i o r  -- s i n c e ,  i n  

t h i s  paper  " r a t i o n a l "  b e h a v i o r  i s  n o t  v iewed a s  some 

e s s e n t i a l  u n d e r l y i n g  p r o p e r t y  o f  a l l  economic u n i v e r s e s ,  o r  

o f  some a i l - encompass ing  "mode o f  p r o d u c t i o n " ,  b u t  r a t h e r ,  

a s  an i m p l i c a t i o n  o n l y  o f  an i n d i v i d u a l  h o l d i n g  a  p a r t i c u l a r  

v i e w  o f  "app rop r  i a  te l l  b e h a v i o r ,  g i v e n  a  g e n e r a l  t h e o r y  o f  

economic a c t i o n  w i t h i n  a  v e r y  s p e c i f i c  i n s t i t u t i o n a l  e n v i -  

ronmen t .  Moreover ,  t h e  o n l y  sense i n  w h i c h  " i r r a t i o n a l  i t y "  

w i l l  be 

p a r t  i c u  

p a r t  i c u  

and u t  i 

employed i n  

l a r  t h e o r y  o f  

l a r  spec i f  i ca  

l i t y  f u n c t i o n  

h i s  paper  i s  when a  consumer p o s i  

r a t i o n a l  a c t i o n  f o r  h i m s e l f  ( i . e .  

i o n  o f  v a r i a b l e s  e n t e r i n g  h i s  c o s  

, and then does n o t  h o l d  t o  t h i s  



t h e o r y  (and  i t s  l o g i c a l  i m p l i c a t i o n s )  t h r o u g h o u t  h i s  who le  

c h o i c e  problem. 

C. Summary of the Proposed View 

I n  summary, t h e  v i e w  p r e s e n t e d  h e r e  r e s t s  on t h e  

f o l l o w i n g  f i v e  fundamenta l  p r i n c i p l e s :  

( 1 )  A l l  e x p l a n a t i o n s  o f  i n d i v i d u a l  consumer b e h a v i o r  

must  c o n t a i n  r e f e r e n c e  t o  an i n d i v i d u a l  consumer1 s  

v i e w  o f  t h e  consumpt ion  env i ronmen t  i n  w h i c h  he  

consumes -- and, i n  p a r t  i c u  l a r ,  t o  t h e  t h e o r y  he 

h o l d s  abou t  t he  r e l a t i o n s h i p  o f  h i s  consumpt ion  

d e c i s i o n s  t o  the  i n s t i t u t i o n a l  env i ronmen t  he 

consumes in ,  

( 2 )  A l  l consumpt ion  d e c i s o n s  o f  t h e  consumers must  be  

e x p l a i n e d  w i t h  r e f e r e n c e  t o  t h e  ( q u a l i t a t i v e l y -  

d i  f  f e r e n  t  ) d e c i s i o n s  consumers make w i  t h  r e s p e c t  

t o  the  norms, p r e s c r i p t  i ons ,  and c o n s t r a i n t s  

wh ich  c h a r a c t e r i z e  t h e  env i ronmen t  i n  w h i c h  they  

consume. 

( 3 )  A l l  e x p l a n a t i o n s  o f  consumer b e h a v i o r  i n  te rms 

o f  u t i l i t y - m a x i m i z a t i o n  must  i n c l u d e  t h e  p o s s i b i l -  

i t y  o f  an i n d i v i d u a l  o b t a i n i n g  u t i l i t y  f r o m  ad- 

h e r i n g  ( o r  n o t  a d h e r i n g )  t o  v a r i o u s  s o c i a l  norms 

c o n c e r n i n g  consumpt ion  -- a s  w e l l  a s  f r o m  the  

"good" o b j e c t s  o f  consurnp t  i o n  themsel ves. 
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( 4 )  The p r i n c i p l e s  o f  r a t i o n a l  a c t i o n  f o r  a consumer 

a r e  s u b j e c t i v e l y - e s t a b l i s h e d ,  and a r e  based on 

t h e  consumer1 s  own assessrnen t  o f  how he shou l d  

consume, g i v e n  h i s  n o r m - f i l l e d  and p r e s c r i p t i o n -  

f i l l e d  env i ronmen t .  

( 5 )  The consumer ls  c h o i c e  o f  p r i n c i p l e s  o f  r a t i o n a l i t y  

m a n i f e s t s  i t s e l f  d i r e c t l y  i n  t h e  consumer 's  

c h o i c e  o f  an " a p p r o p r i a t e "  s p e c i f i c a t i o n  o f  

u t i l i t y  and c o s t  f u n c t i o n s  t o  employ i n  h i s  

consump t  i o n  env i ronmen t . 
( 6 )  I t  i s  t h e  s u b j e c t i v e  e s t a b l  ishment  o f  these 

p r i n c i p l e s  o f  r a t i o n a l  a c t i o n  w h i c h  g u a r a n t e e s  

t h e  consumer 's  " f reedom o f  c h o i c e "  i n  any 

env i ronmen t  where t h e r e  e x i s t s  l a r g e  v a r i e t i e s  o f  

s o c i a l  i n f l u e n c e s  and c o n s t r a i n t s .  

We d e v e l o p  these n o t  i o n s  spec i f  i c a l  l y  i n  Chapter  Seven when 

we p r e s e n t  the  forma l s  t a  temen t  o f  o u r  a  l t e r n a  t  i v e  mode I. 

To comp le te  t h i s  c h a p t e r ,  however, we b r i e f l y  t u r n  t o  a  

c o n s i d e r a t  i o n  o f  t h e  m e t h o d o l o g i c a l  s i g n i f i c a n c e  o f  t he  

above views. 

The M e t h o d o l o q i c a l  S i a n i f i c a n c e  o f  t h e  View D* - --- 
The m e t h o d o l o g i c a l  s i g n i f i c a n c e  o f  t h e  v i e w  o f  consumer 

b e h a v i o r  p r e s e n t e d  above i s ,  i t i s  suggested,  v e r y  s u b s t a n t -  

i a l  and w i d e - r e a c h i n g .  Most i m p o r t a n t l y ,  t h e  v i e w  p r o v i d e s  

a  l o g i c a l  s y n t h e s i s  o f  b o t h  N e o c l a s s i c a l  and M a r x i a n  t h e o r i e s  



o f  consumpt ion  -- a  s y n t h e s i s  w h i c h  y i e l d s  a  t h e o r y  o f  

consumpt ion  w h i c h  i s  c o n s i d e r a b l y  more e x p l a n a t o r y  and 

c o n s i d e r a b l  y  more g e n e r a l  than e i  t h e r  t r a d i  t  i o n a l  t heo ry ,  

and one wh ich ,  i n  f a c t ,  makes t r a d i t i o n a l  N e o c l a s s i c a l  

t h e o r y  and t r a d i  t  i o n a l  M.arxian t h e o r y  r a t h e r  ex t reme s p e c i a l -  

cases  o f  a more g e n e r a l  v i e w p o i n t .  

I. I n d i v i d u a l i s t i c a l l y - d e t e r m i n e d  P r i n c i p l e s  o f  R a t i o n a l  

A c t i o n  

The p r i m a r y  v e h i c l e  o f  t he  a n a l y s i s  i s  t h e  i dea  t h a t  

consumers may p i c k  t h e i r  own p r i n c i p l e s  o f  r a t i o n a l  b e h a v i o r ,  

g i v e n  t h e i r  assessment o f  t he  i n s t i t u t i o n a l  s t r u c t u r e  o f  

t he  env i ronmen t  they  consume in .  The i n t r o d u c t i o n  o f  t h i s  

n o t i o n  i s  o f  i n t e g r a l  m e t h o d o l o g i c a l  s i g n i f i c a n c e  i n  a s  

much a s  i t  a l l o w s  the  c o n s t r u c t i o n  o f  a  t h e o r e t i c a l  frame,- 

work where t h e  f r e e  c h o i c e  assumpt ion  o f  N e o c l a s s i c a l  

t h e o r y  and i n s t  i t u  t i o n a l  c o n t r o l  assumpt ions  o f  M a r x i a n  

t h e o r y  can be made c o m p a t i b l e  w i t h  each o t h e r .  I n  p a r t -  

u l a r ,  i t  a l l o w s  most o f  t h e  " i n s t i t u t i o n a l  e lemen ts "  

o f  M a r x i a n  t h e o r y  t o  be i n t r o d u c e d  i n t o  t h e  a n a l y s i s  o f  

i n d i v i d u a l  consumer b e h a v i o r  w i t h o u t  t he  i m p l i c a t i o n ,  a s  

t r a d i t i o n a l l y ,  t h a t  such a  p r o c e d u r e  d e n i e s  consumers f r e e -  

dom t o  choose i n  a l l  p o s s i b l e  domains. I n  t h i s  r e s p e c t ,  i t  

i s  a rgued  t h a t  w h i l e  consumers w i t h i n  modern c a p i t a l i s t  

env i ronmen t s  o f  t en  do n o t  have t h e  f reedom t o  excape the  

many i n f  l uences and c o n s t r a i n  t s  imposed upon t h e  ( a v a i  t a b l e  1 
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goods o f  t he  env i ronmen t ,  t hey  g e n e r a l  l y  have the  ( i n d i r e c t  

f reedom t o  choose a  method t o  r a t i o n a l  l y  dea l  w i t h  any and 

a l l  i n s t i t u t i o n a l  c o n s t r a i n t s  on ( a v a i  t a b l e )  goods. 

The i n t r o d u c t i o n  o f  s u b j e c t  i v e l  y -de te rm ined  r a t  ion-  

a l i t y  p r i n c i o l e s  i n t o  a n a l y s i s  i s  a l s o  o f  s i g n i f i c a n c e  

i n s o f a r  a s  i t  opposes the  t r a d i t i o n  w h i c h  s u g g e s t s  t h a t  i n  

o r d e r  t o  have any s o r t  o f  senera1 e x p l a n a t i o n  o f  economic 

phenomena (and  o f  consumer b e h a v i o r ,  i n  p a r t i c u l a r ) ,  i t  i s  

necessa ry  t o  p o s i t  some t ype  o f  " o b j e c t i v e "  o r  u n i v e r s a l l y -  

b i n d i n g  p r i n c i p l e  o f  r a t i o n a l  c h o i c e  f o r  economic agents .  

I n  c o n s t r a s t  t o  t h i s  m e t h o d o l o g i c a l  p o s i t i o n ,  i t  i s  sug- 

g e s t e d  h e r e  t h a t  i t  i s  p o s s i b l e  t o  i n t r o d u c e  an i n d i v i d u a l -  

i s t  e lement  i n t o  the  d e t e r m i n a t i o n  o f  p r i n c i p l e s  o f  r a t i o n a l  

a c t i o n  -- under  t h e  r e s t r i c t i o n ,  o f  cou rse ,  t h a t  t h e  i n d i v -  

i d u a l ' s  c h o i c e  o f  p a r t i c u l a r  p r i n c i p l e s  o f  r a t i o n a l  behav- 

i o r  can be e x p l a i n e d  as  p a r t  o f  a  g e n e r a l  framework, What 

i s  a rgued  h e r e  even more s t r e n u o u s l y ,  however, i s  t h a t  - n o t  

i n t r o d u c i n g  t t -ese p r i n c i p l e s  ( i . e .  k e e p i n g  o b j e c t i v e l y -  

d e t e r m i n e d  p r i n c i p l e s )  must,  i n  f a c t ,  l e a d  t o  g r a v e  l i m i t a -  

t i o n s  o f  t h e  p o s s i b i l i t y  o f  i n f o r m a t i v e  and g e n e r a l  t heo re -  

t i c a l  e x p l a n a t i o n s  o f  consumer b e h a v i o r .  Moreover ,  i t  i s  

s t r e s s e d  t h a t  t h e  f a ;  l u r e  t o  see the  l o g i c  o f  i n t r o d u c i n g  

s u b j e c t i v e l y - d e t e r m i n e d  r a t i o n a l i t y  p r i n c i p l e s  i n t o  

e x p l a n a t i o n s  o f  consumer 's  c h o i c e  has  r e s u l t e d  t r a d i t i o n a l l y  

i n  the  p e r p e t u a t i o n  o f  a  c o n f l i c t  between N e o c l a s s i c a l  and 



M a r x i s t  t h i n k e r s  w h i c h  i s ,  a t  b e s t ,  a  q u a s i - c o n f l i c t ,  and 

i n  the  l a s t  i n s t a n c e ,  pe rhaps  n o t  even a  c o n f l i c t  a t  a l l .  

2. A Consumert s Theory o f  A p p r o p r i a t e  Ac t  i o n  

The i d e a  t h a t  t h e  fundamental i t e m  l y i n g  b e h i n d  a l l  

i n d i v i d u a l  consumpt ion  d e c i s i o n s  i s  some t y p e  o f  s e l f -  

c o n s c i o u s l y  h e l d  t h e o r y  o f  a p p r o p r i a t e  a c t i o n  w i t h  a  s o c i a l -  

l y - c o n s t r a i n i n g  env i ronmen t  i s  a n o t i o n  o f  s u b s t a n t i a l  

m e t h o d o l o g i c a l  s i g n i f i c a n c e  a s  w e l l .  The i n t r o d u c t i o n  o f  

a  t h e o r y  o f  consumpt ion  i s  s i g n i f i c a n t  n o t  o n l y  because 

i t  r e p r e s e n t s  the  v e h i c l e  by w h i c h  a  consumer 's  c h o i c e  o f  

a  r a t i o n a l  consumpt ion  s t r a t e g y  i s  e x p l a i n e d ,  b u t  a l s o  

because i t  r e p r e s e n t s  a  f o u n d a t i o n  o f  c h o i c e  w h i c h  a  

consumer can i n t e r n a l l y  c r i t i c i z e  and t e s t  b y  h i s  consump- 

t i o n  c h o i c e s .  The f a c t  t h a t  a  consumer may v iew  h i s  

consumpt ion  a c t s  a s  a  c r i t i c a l  t e s t  o f  some t h e o r y  o f  

consumpt ion  he p r e s e n t l y  h o l d s  i s  o f  i n t e g r a l  impor tance,  

moreover ,  i n  u n d e r s t a n d i n g  why some consumer may h o l d  t o  

some t h e o r y  c o n s i s t e n t l y  i n  h i s  dynamic p rog ram t i m e .  h e  

b e l i e v e s  t h a t  t he  t h e o r y  i s  c o n s i s t e n t l y  v e r i f i e d ) ,  o r  

why some consumer may s w i t c h  t h e o r i e s  o r  r a t i o n a l i t y  

p r i n c i p l e s  o v e r  a  p e r i o d  o f  t i m e  ( i . e .  h i s  o r i g i n a l  t h e o r y  

was r e f u t e d  I .  

The s p e c i f i c a t i o n  o f  such a  t h e o r y  a s  the  b a s i s  f o r  

i n d i v i d u a l  consumpt ion  d e c i s i o n s  c o n t r a s t s ,  i t  i s  no ted ,  

w i  t h  the  t r a d i  t  i o n  o f  u s i n g  e i  t h e r  " c o n s u m p t ~ o n  t a s t e s "  



( o r t h o d o x  t h e o r  i s  t s )  o r  ' tsoc i a  l conven t  i o n s  conce rn  i n g  

consumpt ion"  ( ~ a r x i s t s )  a s  the  fundamenta l  e x p l a n a t o r y  

v a r i a b l e s  i n  t h e  a n a l y s i s  o f  consumer b e h a v i o r .  The 

r e a s o n  t h i s  i s  done i s  because b o t h  o f  these t r a d i t i o n a l  

v a r i a b l e s  a r e  n o t  c r i t i c i z a b l e  o r  t e s t a b l e  i n t e r n a l l y  b y  

a consumer, and thus  s h u t  o f f  the p o s s i b i l i t i e s  f o r  e x p l a i n -  

i n g  h i s  dynamic b e h a v i o r .  "Changes i n  t a s t e s " ,  a t  l e a s t  

i n  t h e  o r t h o d o x  domain, c a n n o t  be seen t o  be o t h e r  than 

a r b i t r a r i l y  e f f e c t e d  by a consumer, and c o n s t i t u t i n g  

b e h a v i o r  w h i c h  i s  s t r i c t l y  r a t i o n a l e - l e s s .  "Changes i n  

s o c i a l  c o n v e n t i o n s "  a r e  beyond t h e  consumer 's  c o n t r o l  

i n  any case, a t  l e a s t  i n  t h e  t r a d i t i o n a l  M a r x i s t  scheme. I 

3. The D i s t i n c t i o n  Between t h e  Economics o f  Consumption 

and the S o c i o l o q y  o f  Consumption 

Ano the r  impor tan t f e a t u r e  o f  t h e  v i e w  p r e s e n t e d  h e r e  

i s  t h a t  t h e  v i e w  s p e c i f i e s  an, i n  p r i n c i p l e ,  s e p a r a t i o n  

between t h e  p u r e  economics o f  consumpt ion  ( t h a t  connec ted  

w i t h  the  c h o i c e  o f  goods)  and the  s o c i o l o g y  o f  consumpt ion  

( t h a t  connec ted  w i  t h  the  i n s t  i t u  t  i o n a l  norms and p r e s c r  i p -  

t i o n s  c o n c e r n i n g  the  consumpt ion  o f  goods) .  I n  g e n e r a l ,  

i t  i s  sugges ted  t h a t  such a s e p a r a t i o n  i s  i m p o r t a n t  i n  a s  

much a s  i t  p e r m i t s  a c l e a r - c u t  d i s t i n c t i o n  between t h e  

p u r e l y  economic e f f e c t s  and p u r e l y  s o c i o l o g i c a l  e f f e c t s  

o f  some economic a c t i o n  on a consumer 's  b e h a v i o r .  T h i s  

w o u l d  appear  t o  be  e s p e c i a l l y  i m p o r t a n t  i n  a l l  dynamic 
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ana l y s i  s, when bo t h  p r i c e s  and norms change, 

4 .  An I n v e r t e d "  Wel f a r e  Economics 

The v i e w  p r e s e n t e d  h e r e  i s  a l s o  o f  g r e a t  m e t h o d o l o g i c a l  

s i g n i f i c a n c e  f o r  t he  f i n a l  reason  t h a t  i t  a l l o w s  consump- 

t i o n  norms and p r e s c r i p t i o n s  t o  be i n c o r p o r a t e d  i n t o  t h e  

' p o s i t i v e "  a n a l y s i s  o f  consumer b e h a v i o r m 2  I n  p a r t i c u l a r ,  

t he  v i e w  sugges ts  t h a t  fundamenta l  d e c i s i o n s  a l  1 consumers 

make a r e  d e c i s i o n s  on norms and p r e s c r i p t i o n s ,  and t h a t ,  a s  

a  m a t t e r  o f  " p o s i t i v e "  a n a l y s i s ,  a l l  a c t u a l  consumpt ion  

c h o i c e s  r e f l e c t  these d e c i s i o n s ,  

Inasmuch a s  norms and o t h e r  i n s t i t u t i o n a l  f e a t u r e s  o f  

a  consumpt ion  env i ronmen t  a r e  the  b a s i s  f o r  a l  l consumer 

b e h a v i o r ,  and e n t e r ,  f r o m  t h e  v e r y  o u t s e t ,  i n t o  a  consumer 's  

assessmen t o f  what c o n s t  i t u  t e s  a p p r o p r i a t e  ( o r  r a t  i o n a  l 

a c t i o n  w i t h i n  a  d e f i n e d  consumpt ion  env i ronmen t ,  t he  v i e w  

h e r e  i s  a l s o  founded on t h e  genera l  m e t h o d o l o g i c a l  n o t i o n  

t h a t  norms and r e l a t e d  i n s t i t u t i o n a l  f e a t u r e s  o f  a  consump- 

t i o n  e n v i r o n ~ e n t  must be the  conce rn  o f  " p o s i t i v e "  a n a l y s i s ,  

f rom the  o u t s e t  o f  the  a n a l y s i s .  I n  t h i s  r e s p e c t ,  i t  i s  

suggested  t h a t  t h e r e  i s  s i m p l y  no p o i n t  i n  c o n d u c t i n g  a l l  

a n a l y s i s  i n  a  s o c i a l l y - n e u t r a l  vacuum -- a s  i s  t h e  p r o p e n s i t y  

o f  modern o r t h o d o x  W e l f a r e  Economics -- and then i n t r o d u c i n g  

norms o r  a  s o c i a l  w e l f a r e  f u n c t i o n  a f t e r  e v e r y  i n d i v i d u a l  

has  a c t e d  o u t  t h e i r  r e s p e c t i v e  s c r i p t s .  A f t e r  a l  I ,  t h e  

b a s i s  f o r  e v e r y  i n d i v i d u a l f s  d e c i s i o n s  i s ,  i n  one way o r  
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another ,  a  s o c i a l  w e l f a r e  f u n c t i o n .  I t  i s  p o s i t e d ,  and 

then everybody responds t o  i t  i n  the way they t h i n k  i s  

most app rop r i a te .  

Foo tno tes  t o  Chapter F i v e  

I .  See K.R. Popper, Open S o c i e t y  and I  t s  Enemies, op, 
c i  t. 

2. See C. G. A r ch iba ld ,  We l f a re  Economics, E t h i c s  - and 
E s s e n t i a l  ism, Economica N.S. (261, November 1959. pp, 316- 
327 



CHAPTER SIX 

TRAD l T  l ONAL ORTHODOX APPROACHES 

AND SUGGEST1 ONS 

A l t h o u g h  i t  has  been common i n  f a i r l y  r e c e n t  t imes  

f o r  o r t h o d o x  N e o c l a s s i c a l  t h e o r i s t s  t o  de fend  the  v i e w  

t h a t  " e x t e r n a l  consumpt ion  e f f e c t s "  a r e  n o t  p a r t  o f  

consumer i n q u i r y  p r o p e r ,  o r  t he  v i e w  t h a t  phenomena such 

a s  a d v e r t i s i n g  a r e  " h a r d l y  i m p o r t a n t  t o  those  i n t e r e s t e d  

i n  the  b a s i c  p a t t e r n s  o f  consumpt ion,  w h i c h  i s  t h e  p r o p e r  

conce rn  o f  t h e  economics o f  con.sumpt ion" l ,  and f o r  M a r x i s t -  

I n s t i  t u t i o n a l  t h i n k e r s  t o  argue, i n  t he  same connec t  ion ,  

t h a t  " t h e  b u s i n e s s  o f  d e v b s i n ~  g raphs  t o  r e p r e s e n t  v a r i o u s  

p r i c e  p a t  t e r n s  h a s  become an en te r .p r  i se o f  such magn i tude 

t h a t  one can e a s i l y  d e v o t e  o n e ' s  l i f e  t o  i t  w i t h o u t  e v e r  

p a u s i n g  t o  r e f l e c t  t h a t  t he  who le  s i g n i f i c a n c e  o f  t he  

e n t e r p r i s e  d e r i v e s  f rom assumpt ions  wh ich  a l l  o t h e r  s c h o l -  

a r s  judge t o  be h i g h l y  ques t i onab le112 ,  n e i t h e r  o f  t hese  

s t a n d s  can be taken t o  i m p l y  t h a t  o r t h o d o x  consumer t h e o r i s t s  

have t r a d i t i o n a l l y  shown l i t t l e  i n t e r e s t  i n  t h e  b road  s o c i o -  

i n s t i t u t i o n a l  f e a t u r e s  o f  consumpt ion.  
3 

As Parsons  p o i n t s  r i g h t  f rom Marsha l  l (and  c e r -  

t a i n  l y  too  f r o m  Ben tham and John S t u a r t  Mi  l l 1 ,  we have an 

i n t e r e s t  i n  such b a s i c  m a t t e r s  a s  t a s t e  change, s o c i a l  

change, and the p o s s i b i l i t i e s  f o r  d e v e l o p i n g  an "optimum" 

i n s t i t u t i o n a l  env i ronmen t  f o r  i n d i v i d u a l s  t o  p roduce  and 



consume i n e 5  Fu r the rmore ,  t h i s  s p i r i t  h a s  a r g u a b l y  

i n f u s e d  " o r t h o d o x "  though t  n o t  o n l y  f rom i t s  b e g i n n i n g s ,  

b u t  a l s o  t h r o u g h o u t  i t s  t r a d i t i o n a l  h i s t o r y .  

Nonethe less ,  much a s  these b r o a d  i s s u e s  have been 

c o n s i s t e n t l y  r e c o g n i z e d  w i t h i n  t h e  N e o c l a s s i c a l  domain, 

i t  i s  pe rhaps  an o b v i o u s  p o i n t  t h a t  such r e c o g n i t i o n  has  

n o t  y i e l d e d  much i n  the  way o f  s y s t e m a t i c  o r  genera l  t h e o r y  

i n  t h e  area. Most  o r t h o d o x  N e o c l a s s i c a l  a t t e m p t s  t o  

i n c o r p o r a t e  v a r i o u s  s o c i a l  o r  i n s t i t u t i o n a l  a s p e c t s  o f  

modern consumpt ion  have remained n o t i c e a b l y  u n s y s t e m a t i c  

and -- ad hoc t o  t h i s  day, and have t h u s  added l i t t l e  t o  o u r  

g e n e r a l  u n d e r s t a n d i n g  o f  consumer b e h a v i o r .  T h i s  i s  n o t  

t o  say, however,  t h a t  a l  l o f  t h e  i d e a s  b e h i n d  these 

t r a d i t i o n a l  a t t e m p t s  were e s s e n t i a l l y  m i s g u i d e d  o r  s i m p l y  

i n c o r r e c t  ( t hough ,  d o u b t l e s s  some were ) .  I t  i s  more t o  say 

t h a t  such i d e a s  were n o t  deve loped  s u f f i c i e n t l y  w e l l  t o  be 

j udged  v e r y  c r  i t i c a l  l y. 

I n  t h e  f o l l o w i n g ,  a  r e v i e w  o f  a  number o f  these 

a t t e m p t s  w i l l  be p r o v i d e d .  

A, S o c i o - I n s t i  t u t i o n a l  F e a t u r e s  of Consumption 

One o f  t he  most  i n t e r e s t i n g  e a r l y  a t t e m p t s  t o  g r a p p l e  

w i t h  some o f  t h e  b r o a d  s o c i o - i n s t i t u t i o n a l  f e a t u r e s  o f  

i onsumpt i -on  i s  p r o v i d e d  by P i g o u  i n  h i s  Some Remarks on 
U t i l  i t y a 6  I n  t h i s  a r t i c l e ,  P i g o u  r e g a r d s  i t  a s  an o b v i o u s  

p o i n t  t h a t  i n d i v i d u a l s  o b t a i n  u t i  l i t y  n o t  o n l y  f rom o b j e c t s  
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o f  consump t  i o n  themse l ves, bu t  a  l s o  f rom t h e  "commonness" 

o r  "un-commonness" o f  such o b j e c t s  w i t h i n  t h e  s o c i a l  

sphere  o f  the  i n d i v i d u a l .  As such, he  s u g g e s t s  t h a t  an 

i n d i v i d u a l ' s  consumpt ion  b e h a v i o r  must be e x p l a i n e d  ( a t  

l e a s t  i n  p a r t )  by  r e f e r e n c e  t o  t h e  i n d i v i d u a l ' s  " d e s i r e  

f o r  t he  un-common", o r  a l t e r n a t i v e l y ,  by  h i s  I t d e s i r e  t o  be 

i n  t h e  swim". 

I n  t h i s  c o n n e c t i o n ,  he  p o s i t s  a u t i l i t y  f u n c t i o n  o f  

t h e  form: 
" j  

= f  ( 9 ,  ... qn, k  ( a i , b i ) ) ,  where k  ( a i , b i )  

i s  a  " s o c i a l  d i s t a n c e  f u n c t i o n " ,  and where, i n  p a r t i c u l a r ,  

a .  i s  the  q u a n t i t y  possessed o f  an a r b i t r a r y  good by  the  
I 

i - t h  n e i g h b o u r  o f  j, and where b i  i s  h i s  ' , soc ia l  d i s t a n c e 1 '  

f rom J. P i g o u  a l s o  p o i n t s  o u t  

o f  t h i s  " s o c i a l  d i s t a n c e "  f u n c t  

f rom g e n e r a l  a n a l y s i s  (on  o t h e r  

the  exp l a n a t o r y  

ion,  and t h a t  t o  

than s i m p l y  "ce 

impor tance 

e x c l u d e  i t  

t e r  i s  

p a r  i bus"  g rounds 1 i s  qu i t e  i l l e g  i t  ima te.  

I deas  a k i n  t o  t h a t  o f  P i g o u  have, i t  i s  acknow 

remained c o n s i s t e n t l y  c l o s e  t o  the  s u r f a c e  e s p e c i a l  

l  edged, 

l y  i n  

t r a d i t i o n a l  w e l f a r e  economics, and p a r t i c u l a r l y  i n  connec- 

t i o n  w i  t h  the  ma t  t e r  o f  i n  terdependen t  p r e f e r e n c e s .  

" I n t e r a c t i o n  e lemen ts "  w i t h i n  consumpt ion  b e h a v i o r  have 

a l s o  been n o t e d  i n  a  macro-sphere by  ~ u s e n b e r r ~ , '  i n  a  

'm ic ro -sphere  b y   lower,' and i n  connec t  i o n  w i  t h  t h e o r i e s  

o f  income d i s t r i b u t i o n ,  by, f o r  example, James and 

and Beckerman. 
9 



I n  a s i m i  j a r  f a s h i o n ,  A4orgenstern l0 and ~ i e b e n s t e i n  I I 

have c o n s i d e r e d  t h e  t o p i c  f rom the  p e r s p e c t i v e  o f  the  p r o b -  

lem o f  a d d i t i v i t y  i n  t he  t h e o r y  o f  consumerqs  demand. 

L i e b e n s t e i n ,  i n  p a r t i c u l a r ,  i n t r o d u c e s  t h e  n o t i o n  o f  a  

d i m i n i s h i n g  m a r g i n a l  e x t e r n a l  consumpt ion  e f f e c t ,  and the  

i d e a  t h a t  f o r  e v e r y  i n d i v i d u a l  ( s i n c e  he  has  a f i n i t e  

income) ,  t h e r e  e x i s t s  a p o i n t  a t  w h i c h  t h i s  m a r g i n a l  

e x t e r n a l  consumpt ion  e f f e c t  w i l l  be z e r o  ( i . e .  a  consumer 

w i l l  n o t  heed t h e  demands o f  o t h e r  i n d i v i d u a l s ) .  

The R a t i o n a l  i t y  of I r r a t i o n a l  i ty, and t h e  - 
I r r a t i o n a l  i t y o f  R a t i o n a l i t y  

The i d e a  t h a t  w i t h i n  a consumpt ion  env i ronmen t  w h i c h  

c o n t a i n s  so-ca l  l e d  " e x t e r n a l  i t i e s t a ,  i t  i s  o f  t en  " r a t i o n a l "  

f o r  a  consumer t o  be " i r r a t i o n a l "  ( i n  t he  s t a n d a r d  " o r t h -  

odox" sense )  h a s  a l s o  had a l ong  h i s t o r y .  T r a d i t i o n a l l y ,  

i t  has  been s t a t e d  most  c o g e n t l y  by Hobbins,12 i n  terms o f  

t h e  s i m p l e  u t i  I  i t y  and c o s t  a t t r i b u t e s  o f  the  p r o c e s s  o f  

m a x i m i z i n g  i t s e l f .  I n  p a r t i c u l a r ,  a  consumer may g a i n  

u t i l i t y  f r o m  engag ing  i n  m a x i m i z i n g  s o r t s  o f  a c t i v i t i e s  -- 
o r  a l t e r n a t i v e l y ,  he may have t o  endure  t h e  c o s t s  ( t i m e  and 

e f f o r t )  o f  g o i n g  th rough  the  m a x i m i z a t i o n  p r o c e d u r e  -- o r  

p e r h a p s  bo th .  

The g e n e r a l  i dea  w h i c h  s tems f rom t h i s  n o t i o n  -- 
namely,  t h a t  w i t h  e x t e r n a l  f a c t o r s  p r e s e n t  i n  a c h o i c e  

env i ronmen t ,  i t  may be q u i t e  i r r a t i o n a l  f o r  a  consumer n o t  



t o  t a k e  such f a c t o r s  i n  t o  accoun t  when mak ing  h i , s  consump- 

t i o n  d e c i s i o n s  -- has been suggested  more r e c e n t l y  b y  

Anspach, l 3  Baumol and Quandt ,  l 4  Radner, l5 and by  Van 

Praag. 16 

The s t a n d e r d  d i f f i c u l t i e s  w h i c h  may be found i n  

a p p l y i n g  t h e  t r a d i  t i o n a l  N e o c l a s s i c a l  n o t i o n  o f  economic 

r a t i o n a l  i t y  t o  many t y p e s  o f  known consumer b e h a v i o r  (e.g, 

non-max imiz ing  b e h a v i o r ,  impu lse  b u y i n g )  have been n o t e d  

by Baudin, l 7  among o t h e r s .  18 

Becker,19 i n  an i n t e r e s t i n g  a r t i c l e ,  a r g u e s  t h e  v i e w  

t h a t  t h e  r a t i o n a l i t y  o f  i n d i v i d u a l  a g e n t s  i n  an economy 

h a s  no  s i g n i  f i c a n  t  b e a r i n g  on t h e  r a t i o n a l  i t y  o f  an 

economic p r o c e s s  as  a  who le .  I n  s h o r t ,  Becker  s u g g e s t s  

t h a t  t he  r a t i o n a l i t y  o f  t h e  marke t  mechanism s t i l l  can 

e x i s t ,  w i t h  o r  w i t h o u t  t he  assumpt ion  o f  r a t i o n a l i t y  f o r  

i n d i v i d u a l  agents ,  However, i n  h i s  argument,  he  g l o s s e s  

o v e r  t h e  q u e s t  i o n  o f  whe the r  o r  n o t  i t  i s  p o s s i b l e  t o  

j u s t i f y  t he  e x i s t e n c e  o f  ( a n d  moreover ,  t o  e x p l a i n  i n f o r m -  

a t i v e l y )  the  w o r k i n g s  o f  an a g g r e g a t e  mechanism w i t h o u t  

r e f e r e n c e  t o  t h e  b e h a v i o r a l  p r i n c i p l e s  o f  i n d i v i d u a l s  -- 
a s  K i r z n e r  *' p o i n t s  o u t .  

F u r t h e r  s t i l l ,  a  v e r y  i n t e r e s t i n g  a t t e m p t  t o  l o o k  a t  

r a t i o n a l  consumpt ion  d e c i s i o n s  i n  a  dynamic s e t t i n g  h a s  

been p r o v i d e d  b y  S t r o  t z .  The i m p l i c a t i o n  o f  t h e  argument 

f o r w a r d e d  by S t r o t z  is,  i t  w o u l d  appear ,  t h a t  t h e  r a t i o n a l  
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b e h a v i o r  o f  t r a d i t i o n a l  s t a t i c  mode ls  o f  c h o i c e  h a s  no  

mean i n g  when t  ime-per i o d s  themse l ves  en t e r  i n  t o  a  consumer* s  

d e c i s i o n  prob lem.  I n  p a r t i c u l a r ,  i t  i s  i m p l i e s  t h a t  what 

appears  t o  be i r r a t i o n a l  b e h a v i o r  i n  a  s t a t i c  sense i s  

o f t e n  no  more than a  p a r t i c u l a r  method o f  r a t i o n a l l y  

s o l v i n g  a  dynamic consumpt ion  prob lem.  

T h i s  i dea  h a s  a l s o  i n f l u e n c e d  ~ e c k e r , "  and i n  g e n e r a l  

t h e  i dea  seems t o  suggest  t h a t  t he  t r a d i t i o n a l  d i f f i c u l t i e s  

w i  t h  t h e  p r e s e n c e  o f  e x t e r n a l  f a c t o r s  w i  t h i n  a  consumpt ion  

env i ronmen t  i s  n o t  t h a t  t hey  l e a d  t o  e s s e n t i a l l y  i r r a t i o n a l  

- ( a n d  u n e x p l a i n a b l e )  t y p e s  o f  b e h a v i o r ,  b u t  t h a t  t hey  l e a d  

t o  b e h a v i o r  w h i c h  i s  e s s e n t i a l l y  s u b t l e  and complex -- y e t  

o f  a t ype  w h i c h  i s  e m i n e n t l y  r a t i a n a l  (and  e x p l a i n a b l e ) .  

The I n c l u s i o n  o f  S o c i o - l n s t i  t u t i o n a l  V a r i a b l e s  c *  - - 
The i d e a  t h a t  e x t e r n a l  f a c t o r s  ( i n c l u d i n g  those o f  a  

s p e c i f i c a l l y  s o c i a l  and i n s t i t u t i o n a l  f l a v o u r )  a r e  a l w a y s  

p r e s e n t  i n  t h e  env i ronmen t  i n  w h i c h  consumers make d e c i s i o n s ,  

and t h a t  t h e y  must  be f a c i  l i t a t e d  b y  way o f  some m o d i f  i c a -  

t i o n  o f  t he  c l a s s i c a l  f o r m u ' l a t i o n s  o f  t he  consumer 's  c h o i c e  

p r o b l e m  has  u n d e r s t a n d a b l y  a l w a y s  been a  n o t i o n  w h i c h  has  

accompanied p r o p o s a l s  o f  t he  above k i n d ,  Very r e c e n t 1  y, the  

i d e a  has  become somewhat o f  a  p o p u l a r  f e t i s h .  I t  h a s  l e d  

r e c e n t l y  t o  r e p e a t e d  a t  tempts  t o  i n t r o d u c e  some new and 

r e l e v a n t  f a c t o r  i n t o  t h e  f o r m u l a t i o n  o f  the  consumer 's  c h o i c e  

problem. I t  may be remarked, none the less ,  t h a t  of  t en  t h e  



i n c l u s i o n  o f  these new and r e l e v a n t  f a c t o r s  appears  t o  be 

q u i t e  a r b i t r a r y  and d i s t i n c t l y  r a t i o n a l e - l e s s .  However, 

t h r e e  r e c e n t  a t t e m p t s  appear  t o  be  o f  i n t e r e s t  -- l a r g e l y  

because they  sugges t  t h a t ,  i n  p r i n c i p l e ,  a  consumer 's  

d e c i s i o n s  w i  t h  r e s p e c t  t o  goods a r e  o f  a  * 'dependent1' o r  

" i n d i r e c t "  v a r i e t y  ( i . e ,  t hey  r e s t  on p r i o r  d e c i s i o n s  and 

c o n s i d e r a t  i o n s ) ,  

The f i r s t  o f  these i s  t he  approach o f  S t r o t z ,  23 who 

i n t r o d u c e s  t h e  i dea  t h a t  a  consumer 's  u t i l  i t y  d e c i s i o n s  on 

goods a r e  a c t u a l l y  p a r t  o f  a  h i e r a r c h y  o f  u t i l i t y  d e c i s i o n s  

-- a  concep t  wh ich  he deno tes  a  " u t i l i t y  t ree" .  I n  

p a r t i c u l a r ,  S t r o t z  a r g u e s  t h a t  a  consumer 's  a c t u a l  d e c i s i o n  

t o  consume a  p a r t i c u l a r  b u n d l e  o f  goods i s  l a r g e l y  p remiss -  

ed on the  c o n s i d e r a t i o n s  o f  w h i c h  " c l a s s N  ( p e r h a p s  i n s t i t u -  

t i o n a l l y - g i v e n )  s p e c i f i c  goods o f  t h e  b u n d l e  be long,  and 

the  a t  l o c a t i o n  o f  money income t o  these  c l a s s e s  o f  goods. 

The second r e c e n t  approach o f  i n t e r e s t  i s  t h a t  sug- 

g e s t e d  by  Lancas t e r .  24 L a n c a s t e r  s u g g e s t s  t h a t  consumpt ion  

i s  l a r g e l y  a  s o c i o - t e c h n o l o g i c a l  a c t i v i t y ,  and t h a t  t h e  

consumpt ion  o f  goods a s  such i s  o n l y  a  t e c h n i c a l  method 

f o r  a  consumer t o  o b t a i n  access  t o  a  number o f  I t c h a r a c t e r -  

i s t i c s "  w h i c h  l i e  b e h i n d  goods. I n  t h i s  r e g a r d ,  L a n c a s t e r  

v i e w s  the  sou rce  o r  a  l l consumert s u  t i l i t  y  a s  b e i n g  "char  

a c t e r i s t i c s " ,  where t h e  consumpt ion  o f  goods i s  o n l y  an 

i n d i r e c t  way o f  o b t a i n i n g  u t i l i t y  f rom c e r t a i n  " c h a r a c t e r -  
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i s  t  i cs l l  o f  goods, 

A l t h o u g h  d i f f e r e n t  i n  approach, much t h e  same p r i n -  

c i p l e  i s  suggested,  f i n a l l y ,  by  B u t t r i c k  and Brownlee. 25 

They suggest  t h a t  a consumer ls  u ' t i l i t y  i s  n o t  d i r e c t l y  a 

f u n c t i o n  o f  goods themselves,  b u t  r a t h e r  a f u n c t i o n  o f  

"needsl l (which a r e  a p r o d u c t  o f  i n d i v i d u a l  l i f e - e x p e r i e n c e s ) ,  

As such, t hey  e x p r e s s  u t i l i t y  f i r s t  a s  a f u n c t i o n  o f  

'needs1': U = n l q  . ,qm), where m goods a r e  d e f i n e d ,  

A l t h o u g h  a l  l  o f  these "new approachest '  a re ,  b y  a l  l 

s tandards ,  i n t e r e s t i n g  llnew approaches",  i t may be remarked 

none the1 ess, t h a t  o f  ten  t h e  approaches a r e  p r e s e n t e d  w i  t h  

a minimum o f  p h i l o s o p h i c a l  o r  s o c i o l o g i c a l  a n a l y s i s .  T h i s  

has made i t  d i f f i c u l t ,  i n  some r e s p e c t s ,  t o  i s o l a t e  t h e  

fundamenta l  p r o b l e m s  the  approaches were i n t e n d e d  t o  so l ve ,  

and moreover ,  t o  e s t a b  I i sh what  p a r t s  o f  these approaches 

were o f  s u b s t a n t i a l  t h e o r e t i c a l  i n t e r e s t ,  and what were, 

on t h e  o t h e r  hand, o n l y  o f  a r b i t r a r y  c o n t e n t ,  

The model p r e s e n t e d  here,  i t  i s  s t r e s s e d ,  n o t  o n l y  

t r i e s  t o  r e s o l v e  t h e  genera l  c o n f l i c t  between N e o c l a s s i c a l  

t h e o r i s t s  and M a r x i s t s  o v e r  t h e  n a t u r e  o f  consumpt ion,  b u t  

a l s o  a t t e m p t s  t o  i n c o r p o r a t e ,  a t  l e a s t  i n  s p i r i t ,  most  o f  

t h e  e s s e n t i a l  i d e a s  o f  t he  p r o p o s a l s  o u t l i n e d  here.  
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CHAPTER SE'vE N 

A NEW FRAh'IEWORK FOR CONSUMER'S C H O I C E  

I n  t h i s  s e c t i o n ,  we sugges t  a  r e v i s e d  framework f o r  

t h e  a n a l y s i s  o f  consumer' s  c h o i c e  based on t h e  t h e o r e t i c a l  

c o n s i d e r a t i o n s  d i s c u s s e d  e a r l i e r .  The s e c t i o n  c o n s i s t s  o f  

t h r e e  p a r t s .  P a r t  A w i l l  conce rn  i t s e l f  w i t h  a  c o n c i s e '  

d e s c r i p t i o n  o f  t h e  c h a r a c t e r i s t i c s  o f  a  consumpt ion  

env i ronmen t  w h i c h  c o n t a i n s  s i g n i f i c a n t  i n s t i t u t i o n a l  con- 

s t r a i n t s  on consumpt ion  b e h a v i o r .  P a r t  B w i l l  conce rn  

i t s e l f  w i t h  a  g e n e r a l  o u t l i n e  o f  t he  p o s s i b l e  s t r a t e g i e s  

i n d i v i d u a l s  may employ t o  " r a t i o n a l  l y "  h a n d l e  t h e i r  con- 

sumpt ion  w i t h i n  such an env i ronmen t .  P a r t  C w i l l  c o n s i d e r  

some o f  t he  i m p l i c a t i o n s  o f  t he  framework proposed,  and 

e s p e c i a l  l y  i t s  imp1 i c a t i o n s  f o r  f u r t h e r  r e s e a r c h  i n  

economic t h e o r y .  

A. C h a r a c t e r i s t i c s  -- o f  the  Consumption Env i ronment  

I .  Goods and I n s t i t u t i o n a l  P r e s c r i p t i o n s  

( a )  I t  i s  presumed t h a t  a l  l consumers c o n f r o n t  a  consump- 

t i o n  env i ronmen t  w h i c h  c o n t a i n s  s p e c i f i c  r u l e s  and p r e s c r i p -  

t i o n s  c o n c e r n i n g  " s o c i a l l y - a c c e p t a b l e "  o r  " s o c i a l l y - d e s i r -  

a b l e "  consumpt ion  b e h a v i o r  w i t h i n  the  env i ronmen t .  

I n  a  genera l  sense, these r u l e s  and p r e s c r i p t  i o n s  

may be seen t o  a p p l y  t o  many d i v e r s e  a s p e c t s  o f  consumer 



b e h a v i o r ,  and o v e r  many d i f f e r e n t  l e v e l s  o f  a g g r e g a t i o n .  

They may be seen t o  app ly ,  on one l e v e l ,  t o  the  g e n e r a l  

t y p e s  o f  l leconomic a c t i v i t i e s "  ( o r  economic " l i f e - ~ t y l e s ~ ~ l  

i n d i v i d u a l  s  pursue,  o r  "ought  t o  pursuet t ,  g i v e n  t h e i r  

income o r  c l a s s  s t a t u s .  On an a l t e r n a t i v e  and more s p e c i f i c  

l e v e l ,  t hey  may be seen t o  a p p l y  d i r e c t  l y  t o  the  manner 

i n  wh ich  i n d i v i d u a l s  consume w i t h i n  a  d e f i n e d  

env i ronment .  I n  t h e  a n a l y s i s  a t  hand, t h e  l a t t e r  perspec-  

t i v e  w i l l  be used: t he  n o r m a t i v e  r u l e s  and p r e s c r i p t i o n s  

o f  a  de f  i n e d  env i ronmen t  w i  l l be taken t o  be a t t a c h e d  

s p e c i f  i c a l  l y  t o  the  consumpt ion  o f  c e r t a i n  ( a v a i l a b l e )  

goods w i t h i n  the  env i ronmen t .  I 

I n  genera l ,  i t  i s  assumed t h a t  t h e  number o f  i n s t i t u -  

t i o n a l  p r e s c r i p t i o n s  upon goods and the  number o f  a v a i l a b l e  

goods a r e  themse lves  b o t h  f i n i t e .  Moreover ,  i t  i s  assumed 

t h a t  i n s t i t u t i o n a l  p r e s c r i p t i o n  does n o t  e x t e n d  t o  a l l  

a v a i l a b l e  goods, T h i s  l o g i c a l l y  i m p l i e s  t h e  e x i s t e n c e  o f  

a  c l a s s  o f  goods t o  w h i c h  no such p r e s c r i p t i o n s  app ly .  

Tbose goods w h i c h  a r e  the  s u b j e c t  o f  i n s t i  t u t i o n a l  

p r e s c r i p t  i o n  w i  t h i n  a  de f  i n e d  env i ronmen t  a r e  termed 

"soc i a  l l y - r e  l evan t  '' goods; those wh i c h  a r e  n o t  a r e  

termed " s o c i a l  I y-neu t r a  I ?  goods. "Soc i a  I I y - r e  I evan t "  

goods, i n  p a r t i c u l a r ,  a r e  goods w h i c h  "ought  t o  be consum- 

ed" by an i n d i v i d u a l  i n  o r d e r  f o r  h i m  t o  meet the  s t a n d a r d s  

o f  s o c i a l l y - a c c e p t a b l e  o r  s o c i a l l y - d e s i r a b l e  consumpt ion  



b e h a v i o r  w i t h i n  t h e  env i ronment . *  S o c i a l l y - r e l e v a n t  goods, 

moreover ,  may be o f  two types:  weak o r  s t r o n g  -- depending 

on the  c h a r a c t e r  o f  t h e  p r e s c r i p t  i o n s  a t t a c h e d  t o  them. 3 

Weak SR-c~oods a r e  d e f i n e d  s i m p l y  a s  those goods 

wh ich ,  a s  a  m a t t e r  o f  i n s t i t u t i o n a l  p r e s c r i p t i o n ,  s h o u l d  

be  consumed a t  l e a s t  m i n i m a l  l y  by a l  l i n d i v i d u a l s  w i t h i n  

the  env i ronmen t .  I n  s h o r t  , f o r  soc i a  l l y-accep tab  l e  consump- 

t i o n  b e h a v i o r  w i t h i n  t h e  env i ronment ,  i t  i s  r e q u i r e d  f o r  

a l  l i n d i v i d u a l s  t h a t  t h e i r  consumpt ion  o f  each weak SR-good 

be g r e a t e r  than, b u t  n o t  equa l  to, zero. 4 

A l t h o u g h  m i n i m a l  p o s i t i v e  consumpt ion  o f  these goods 

i s  seen t o  be s p e c i f i e c  i n d e p e n d e n t l y  o f  an i n d i v i d u a l ' s  

budget  c o n s i d e r a t  i o n s  ( i . e .  a  consumer o u g h t  t o  consume a  

p o s i t i v e  amount o f  each weak SR-good, i r r e s p e c t i v e  o f  h i s  

a v a i l a b l e  income), t hey  a r e  s u b j e c t  t o  n o  f u r t h e r  i m p l i c i t  

o r  e x p l  i c i  t  r e s t r i c t  ions .  Weak SR-goods are ,  i t  i s  s t r e s s -  

ed, s u b j e c t  t o  n o  a c t u a l  quan t i t y  r e s t r i c t  ions.  F u r t h e r -  

more, t hey  may be v a l u e d  b y  an i n d i v i d u a l  on t h e  b a s i s  o f  

h i s  own p r e f e r e n c e  o r  r a n k i n g  scheme, and the  i n d i v i d u a l  

can t h u s  d e f i n e  h i s  own ( p r i v a t e )  m a r g i n a l  r a t e  o f  s u b s t i -  

t u t i o n  between any one weak SR-good and any o t h e r  (excep t ,  

a s  w i  l 1 be seen, s t r o n g  SR-goods 1 .  

S t r o n g  SR-goods a r e  s u b j e c t  t o  a  q u a l i t a t i v e l y - d i f -  

f e r e n t  t y p e  o f  i n s t i t u t i o n a l  p r e s c r i p t i o n .  They need n o t  

be consumed a s  such. However, if t hey  a r e  consumed 



p o s i t i v e l y ,  then, a s  a  m a t t e r  o f  s o c i a l l y - a c c e p t a b l e  

consumpt ion  b e h a v i o r ,  t hey  s h o u l d  be consumed i n  v e r y  

p a r t i c u l a r  q u a n t i t i e s  -- dependi.ng upon an i n d i v i d u a l ' s  

" e f f e c t i v e n  income c o n s t r a i n t .  5 '  

The q u a n t i t y - s t i p u l a t i o n  on t h e  consumpt ion  o f  s t r o n g  

SH-goods may be u n d e r s t o o d  c h i e f l y  i n  t e rms  o f  a  f u r t h e r  

c h a r a c t e r i s t i c  o f  t hese  goods -- namely, t h a t  f o r  a l l  s t r o n g  

SR-goods, a  consumer 's  t a s t e s  o r  p r e f e r e n c e s  a r e  i n s  t  i tu -  

t i o n a l l y  p r e s c r i b e d  ( a s  a r e  t h e  r e s p e c t i v e  m a r g i n a l  r a t e s  

o f  s u b s t  i t u  t i o n  between any one s t r o n g  SR-good and any 

o t h e r  s t r o n g  SR-good). G i v e n  i n s t i  t u t  i o n a l  l y - d e t e r m i n e d  

p r e f e r e n c e s ,  and g i v e n ,  f u r t h e r m o r e ,  p r i c e s  and an " e f  f e c -  

t i v e "  income c o n s t r a i n t ,  a  p a r t i c u l a r  s o c i a l l y - a c c e p t a b l e  

consumpt ion  s p o t  f o r  an i n d i v i d u a l  i s  then seen t o  be 

imp1 ied .  6 

The f i n a l  c a t e g o r y  o f  goods, s o c i a l l y - n e u t r a l  goods 

(SN-goods),  a r e  s i m p l y  a l l  goods w h i c h  a r e  n o t  s o c i a l l y -  

r e l e v a n t ,  and w h i c h  do n o t  have i n s t i t u t i o n a l  p r e s c r i p t i o n s  

a t t a c h e d  t o  them. They may be v a l u e d  b y  an i n d i v i d u a l  i n  

any f a s h i o n  he  p l e a s e s  -- q u i  t e  independent  o f  n o r m a t i v e  

i n f  luences. Fu r the rmore ,  t hey  may be consumed ( n o t  a t  a l  I 

o r  i n  any q u a n t i t y )  w i t h o u t  i n s t i t u t i o n a l  imp1 ; c a t i o n  o r  

consequence. 

G iven t h e  above, we t h u s  d e f i n e  a  p a r t i t i o n  o f  t h e  

goods space, X ,  a s  f o l  lows: 
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XSN = (XI...X -... X n ) ,  f o r  a l  I i = l,2,..an 
I 

- 'WSR - (Xn+I...X....XN), I such t h a t  Xi - > b i ,  f o r  a l l  

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

'SSR = (XN+I  ...Xi , . .Xx), such t h a t  X .  I = ~f o r  0 f o r  

a l l  i = N+I,N+2 ,.... N. 

(where b i  i s  t h e  i n s t i t u t i o n a l  l y - a c c e p t a b l e  minimum 

* l e v e l  f o r  t h e  consump t  i o n  o f  weak SR-goods and X i  

i s  t h e  i n s t i t u t i o n a l l y - a c c e p t a b l e  consumpt ion  q u a n t i t y  

f o r  s t r o n g  SR-goods) 

As w i l l  be d i s c u s s e d  below,  the  ass ignment  o f  any good t o  

any s p e c i  f  i c  c a t e g o r y  o f  the  t h r e e  i s  t o  be r e g a r d e d  a s  

i n s t i t u t i o n a l  l y  dec ided.  

( b )  2 o c i a l  l y - r e l e v a n t  Goods 

The i n t r o d u c t i o n  o f  s o c i a l l y - r e l e v a n t  goods i n t o  the  

s p e c i f i c a t i o n  o f  modern cap;  t a l  i s t  consumpt ion  env i ronments  

i s  advoca ted  h e r e  on the  b a s i s  o f  t h e  t h e o r y  t h a t  a l l  

modern c a p i t a l i s t  consumpt ion  e n v i r o n m e n t s  a r e  c h a r a c t e r -  

i z e d  (and  o f  ten  e m p h a t i c a l  l y )  b y  the  e x i s t e n c e  o f  v e r y  

d e f i n i t e  s t r i c t u r e s  on " i n s t i t u t i o n a l  I y - a c c e p t a b l e "  con- 

sumpt ion  w i t h i n  the  env i ronment .  I n  p a r t i c u l a r ,  i t  i s  

suggested  t h a t  a l l  modern c a p i t a l i s t  s o c i e t i e s  do c o n t a i n  



norm o r  v a l u e  s t r u c t u r e s ,  and t h a t  a l l  modern c a p i t a l i s t  

s o c i e t i e s  do c o n t a i n  sys tems f o r  e x p r e s s i n g  o r  e n f o r c i n g  

t h e i r  norm o r  v a l u e  s t r u c t u r e s  i n  s p e c i f i c a l  l y  economic 

( con  sump t  i o n  terms. 

One v i t a l  p i v o t  o f  t he  above i s  u n d e n i a b l y  a d v e r t i s i n g  

-- w h i c h  i s  n o t  o n l y  a  sys tem f o r  mak ing  t h e  n o r m a t i v e  

o r  va lue - founded  a s p e c t s  o f  consumpt ion  e x p l i c i t  and f o r  

v a r i o u s l y  c o n s o l i d a t i n g  ( o r  r e f o r m i n g )  t h e  e x i s t i n g  norm 

o r  v a l u e  s t r u c t u r e  o f  a  s o c i e t y ,  b u t  a l s o  f o r  mak ing  a l m o s t  

a l  I goods a t  l e a s t  w e a k l y  s o c i a l  l y - r e l e v a n t  ( o r  a t  l e a s t  

appear  s o ) ,  Indeed one o f  t he  c h i e f  a ims  o f  a d v e r t i s i n g  

i s  t o  make a  l I  goods "needed" i n  some sense. 

P r o d u c t  c o m p e t i t i o n ,  one o f  t h e  most o b v i o u s  phenomena 

o f  modern c a p i t a l i s t  consumpt ion  env i ronmen ts ,  w o u l d  a l s o  

appear  t o  be founded i n  the  e x i s t e n c e  o f  such w e l l - d e v e l o p e d  

norm and v a l u e  s t r u c t u r e s ,  I n  t h i s  r e s p e c t ,  most compe t i -  

t  i o n  between p r o d u c t s  can be seen t o  be compet i t  i o n  o v e r  

whether  ( o r  n o t )  a  g i v e n  p r o d u c t  b e s t  s a t i s f i e s  some 

s t i p u l a t e d  n o r m a t i v e  p r i n c i p l e  ( o r  s e t  o f  p r i n c i p l e s )  o f  

t h e  consumpt ion  env i ronmen t  (e.9. l u x u r y ,  conven ience,  

c o m f o r t ,  t he  young- look,  t h e  o l d - l o o k ,  e t c , ) .  I n  t h e  

ext reme,  i t  m i g h t  even be  s a i d  t h a t  t he  b a s i s  f o r  p r o d u c t  

c o m p e t i t i o n  i n  con tempora ry  t imes  i s  o n l y  t h e  n o r m - s t r u c t u r e  

o f  s o c i e t y ,  and, i n  t h i s  sense, n o t  a t  a1 l the  s o - c a l l e d  

f u n c t i o n a l  p r o p e r t i e s  w h i c h  goods possess. 



( c )  Types o f  Norms 

The i d e a  t h a t  t h e r e  e x i s t s  two q u a l i t a t i v e l y - d i f f e r e n t  

t ypes  o f  s o c i a l l y - r e l e v a n t  goods w i t h i n  modern c a p i t a l i s t  

consumpt ion  environrnen t s  -- weak and s t r o n g  -- i s  funda- 

men ta l  l y  based on t h e  t h e o r y  t h a t  a l  l we1 I -deve loped  

c a p i t a l i s t  s o c i e t i e s  possess  a t  l e a s t  two q u a l i t a t i v e l y -  

d i f f e r e n t  t y p e s  o f  norms. 

The two d i f f e r e n t  t y p e s  r e f e r r e d  t o  a r e  what w i l l  be 

termed r e s p e c t i v e  l y, " b a s i c  norms" and " p e r i p h e r a l  'norms". 

I n  t h i s  r e g a r d ,  " b a s i c  normsM a r e  t h e  t ype  o f  norm w h i c h  

weak SR-goods a r e  s u b j e c t  to. Cor respond ing  l y, "per  i p h e r a  l  

norms" a r e  what  s t r o n g  S R - ~ o o d s  a r e  s u b j e c t  to .  

The d i  f  f e r e n c e  be tween t h e  two t y p e s  o f  norms i s  n o t  

f u n d a m e n t a l l y  a  m a t t e r  r e l a t i n g  t o  t h e  s t i p u l a t i v e  s t r e n g t h s  

o f  t h e  r e s p e c t i v e  nonms. Rather ,  i t  i s  e s s e n t i a l l y  a  

a  m a t t e r  o f  whe the r  adherence t o  t h e  s p e c i f i e d  norm i s  

mandatory  f o r  a l l  i n d i v i d u a l s  o f  an env i ronment ,  o r  whether ,  

a l t e r n a t i v e l y ,  adherence i s  a  m a t t e r  o f  i n d i v i d u a l  cho ice .  

B a s i c  norms a r e  f u n d a m e n t a l l y  c h a r a c t e r i z e d  by t h e  

p r o p e r t y  t h a t  adherence t o  them i s  un i v e r s a  l l y-manda t o r y  

w i t h i n  a de f  i n e d  e n v i r o n n e n t .  W i t h i n  most h e s t e r n  consump- 

t i o n  env i ronmen ts ,  f o r  example, such b a s i c  norms may be 

seen t o  be embodied i n  the  p r e s c r i p t i o n s  t o  t h e  e f f e c t  t h a t  

one s h o u l d  have w i t h i n  h i s  l i v i n g - q u a r t e r ,  h e a t ,  e l e c t r i c -  

i t y ,  some s o r t  o f  f u r n i t u r e ,  a  r e f r i g e r a t i o n  dev i ce ,  and 



and pe rhaps  a  t e  l ephone, A c c o r d i n g  t o  soc i a  l conven t  ion,  

such i t e m s  a r e  n e c e s s a r y  f o r  eve ryone  i n  some u n s p e c i f i e d  

minimum q u a n t i t y ,  

P e r i p h e r a l  norms, i n  c o n t r a s t  t o  b a s i c  norms, a r e  n o t  

o f  t he  un i v e r s a l  I  y-manda t o r y  type.  R a t h e r  t h e  adherence 

o f  an i n d i v i d u a l  t o  p e r i p h e r a l  norms i s  s t r i c t l y  a  m a t t e r  

o f  h i s  c h o i c e .  An i n d i v i d u a l ,  a s  such, may choose t o  d e f i n e  

h i s  consumpt ion  program i n  a  way w h i c h  a v o i d s  a l l  p e r i p h e r a l  

norms. Nonethe less ,  i f  an i n d i v i d u a l  r e g a r d s  p e r i p h e r a l  

norms (e,  g, those conce rn  i n g  s t a  tuS, achievement ,  success  

f a i l u r e )  a s  a  s i g n i f i c a n t  o r  i m p o r t a n t  b a s i s  f o r  h i s  

consumpt ion  d e c i s i o n s ,  o r  i f ,  f o r  independent  reasons,  he 

r e g a r d s  the  consumpt ion  o f  s t r o n g  SR-goods (wh i c h  a r e  t  i e d  

t o  these norms)  a s  i n t e g r a l  t o  h i s  consumpt ion  program, 

then, a s  a  r u l e ,  t h e  i n d i v i d u a l  w i l l  choose t o  e n t e r  t h e  

domain o f  p e r i p h e r a l  norms. 

Once an i n d i v i d u a l  does d e c l a r e  h i s  hand on t h i s  

m a t t e r ,  and i n  p a r t i c u l a r ,  once h e  chooses t o  d e f i n e  h i s  

consumpt ion  b e h a v i o r  w i t h i n  the  domain o f  such p e r p h e r a l  

norms, he i s  seen t o  e n t e r  i n t o  a v e r y  s p e c i a l  a r e a  o f  

consumpt ion  -- one where he  must, a s  a  m a t t e r  o f  s o c i a l  l y -  

a c c e p t a b l e  consumpt ion  b e h a v i o r ,  f o l l o w  c o n s i d e r a b l y  

de t a i  l e d  and spec i f i c  norma t  i v e  p r e s c r i p t i o n s .  These 

p r e s c r i p t i o n s ,  i t  i s  no ted ,  a r e  s i g n i f i c a n t l y  more b i n d -  

i n g  on t h e  consumer than those a t t a c h e d  t o  b a s i c  norms. 



S t r o n g  SR-goods w h i c h  a r e  s u b j e c t  t o  such p e r i p h e r a l  

norms a r e  n o t  d i f f i c u l t  t o  f i n d .  The " two-car  f a m i l y "  

and 'Is tereophon i c ( two-speaker 1 soundtt a r e  p e r h a p s  two 

c l e a r  examples o f  t h i s  t ype  o f  s t i p u l a t i o n .  The consumer 

does n o t  have t o  consume these i tems a s  a r e q u i r e m e n t  f o r  

e n t r a n c e  i n t o  a t  l e a s t  a  number o f  c l a s s e s  i n  modern 

c a p i t a l i s t  s o c i e t y .  Nonethe less ,  i f  he does d e c i d e  t o  

consume t h e  i tems,  he  i s  bound by  a d e f i n i t e  and a b s o l u t e  

q u a n t i t y  s t i p u l a t i o n .  

Of ten, too, i t  w o u l d  seem t h a t  s t r o n g  SR-goods a r e  

d e f i n e d  i n  r e l a t i v e  q u a n t i t y  terms, r a t h e r  than a b s o l u t e  

q u a n t i t y  terms. I n  t h i s  r e s p e c t ,  t h e  q u a n t i t y  s t i p u l a t i o n  

emerges a s  a m a t t e r  c o n t i n g e n t  upon ( r e l a t i v e  t o )  t h e  

consumpt ion  o f  o t h e r  goods, F o r  example, one need n o t  buy 

a house w i  t h  t h r e e  s e p a r a t e  f  l o o r s ,  b u t  i f  one does, then 

i t  i s  pe rhaps  i n s t i t u t i o n a l l y - a c c e p t a b l e  o n l y  i f  t h e r e  a r e  

two o r  t h r e e  ba throoms and two o r  t h r e e  te lephones  w i t h i n  

t h e  house. 

Many o t h e r  examples o f  t he  two d i f f e r e n t  t ypes  o f  

n o r m a t i v e  p r e s c r i p t i o n  can be found, a s  l o g i c a l l y  can 

examples o f  weak and s t r o n g  SR-goods, Even i n  c o n s i d e r i n g  

the  consumpt ion  o f  l i t e r a r y  works  by  the  community o f  

o r t h o d o x  economis ts ,  the  p roposed  d i s t i n c t i o n s  may be 

app l  ied,  Pau l Samuel sont  s  i n  t r o d u c  t o r y  t e x t  book, Economics, 

can be v iewed a s  a weak SR-good i n  a s  much a s  i t  i s  
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mandatory  r e a d i n g  f o r  any s t u d e n t  m i n i m a l l y  conce rned  w i t h  

t h e  i d e a s  o f  o r t h o d o x  economics, y e t  one can a c c e p t a b l y  

r e a d  o n l y  p a r t s  o f  i t  ( o r  even more a c c e p t a b l y ,  s k i p  p a r t s  

o f  i t ) ,  one need n o t  be r e s p o n s i b l e  f o r  d e t a i l e d  r e f e r e n c e s ,  

e t c .  John H i c k ' s  Value - and Cap; t a l ,  on t h e  o t h e r  hand, 

w o u l d  appear  t o  be a s t r o n g  SR-good i n  so f a r  a s  i t need 

o n l y  be r e a d  by t h o s e  who a s p i r e  t o  be p r o f e s s i o n a l  

o r t h o d o x  economis ts ,  y e t  i f  i t  i s  read,  i n  g e n e r a l ,  a l l  o f  

i t  must be r e a d  -- p e r h a p s  x number o f  t imes,  and pe rhaps  

w i  t h  d e t a i  l e d  r e f e r e n c e s .  

W r i t i n g s  on the  Methodo logy  o f  Mic roeconomic  Theory 

( w i t h  pe rhaps  t h e  e x c e p t i o n  o f  M i l  t on  F r i e d m a n ' s  Essays 

on P o s i t i v e  Economics) ,  and w r i t i n g s  on the  s o c i o l o g y  o f  - --- 
consumpt ion,  however, w o u l d  appear  t o  be s o c i a l l y - n e u t r a l  

i n  t h i s  c o n t e x t .  G iven t h e  norms and s t a n d a r d s  o f  modern 

t t p o s i t i v e "  economics, i t  i s  g e n e r a l l y  n o t  o f  i n t e g r a l  

impor tance  whe the r  such w r i t i n g s  a r e  examined a t  a l l  -- 
o r ,  i f  t hey  a r e  i n  what s p e c i f i c  f a s h i o n  they  a r e  examined. 

( d l  The S p e c i f i c  C h a r a c t e r  o f  t h e  Consumption Envi ronment  

I n  t h e  " s t a t i c "  a n a l y s i s  p r e s e n t e d  here,  i n d i v i d u a l s  

a r e  presumed t o  f a c e  a consumpt ion  env i ronmen t  i n  w h i c h  

t h e r e  e x i s t s  t h r e e - f o l d  s e t s  o f  s t r o n g  SR-goods, weak SR- 

goods, and s o c i a l l y - n e u t r a l  goods, and i n  w h i c h  the  p r i c e s  

o f  a l l  goods a r e  g i v e n .  



On t h e  l a t t e r  c h a r a c t e r i s t i c ,  i t  i s  presumed t h a t  a l l  

p r i c e s  are ,  i n  g e n e r a l ,  a d m i n i s t e r e d  b y  i n s t i t u t i o n s ,  and, 

i n  p a r t i c u l a r ,  by  c o n t r o l  l i n g  o r g a n i z a t i o n s  such a s  govern-  

mei l t  " b i g  bus iness " ,  and, a t  l e a s t  t o  some e x t e n t ,  un ions .  

I n  the  s t a  t  i c  se t -up spec i f  i ed he re ,  i t  i s  presumed 

f u r t h e r m o r e ,  t h a t  no  i n d i v i d u a l  ( o r  s e t  o f  i n d i v i d u a l s )  

can i n f l u e n c e  e x i s t i n g  p r i c e s  by  h i s  ( o r  t h e i r )  a c t i o n s .  7 

On t h e  fo rmer  c h a r a c t e r i s t i c ,  i t i s  presumed t h a t  t he  

ass ignment  o f  goods t o  the  t h r e e f o l d  s p e c i f i e d  c a t e g o r i e s  

i s  a  m a t t e r  o f  i n s t i t u t i o n a l  d e c i s i o n .  A s  such, t h e  p a r t i -  

t i o n i n g  o f  t he  goods space i n  some d e f i n e d  f a s h i o n  i s  taken 

t o  be  a  m a j o r  r e f l e c t i o n  o f  t h e  g i v e n  s t r u c t u r e  o f  v a l u e s  

o f  a  s o c i e t y  ( o r  c l a s s ) .  

I t  i s  s t r e s s e d ,  f u r t h e r m o r e ,  t h a t  t h e  ass ignment  o f  

a  p a r t i c u l a r  good t o  a  p a r t i c u l a r  c a t e g o r y  does n o t ,  

e x c e p t  c o i n c i d e n t a l l y ,  r e f l e c t  upon some u n i v e r s a l  under -  

l y i n g  p r o p e r t y  o f  t h e  good i n  q u e s t i o n .  I t  r e f l e c t s  o n l y  

upon t h e  c h a r a c t e r  o f  t he  i n s t i t u t i o n s  and v a l u e s  o f  t he  

p r e s e n t  ( o r  immedia te  p a s t )  consumpt ion  env i ronmen t ,  and 

t h e  c h a r a c t e r  o f  the  i n s t i t u t i o n a l  d e c i s i o n s  made w i t h i n  

these  e n v i  ronmen ts .  

I n  t h e  same v e i n ,  i t  i s  n o t  sugges ted  t h a t  goods w h i c h  

a r e  s t r o n g  SR-goods under  some p r e s e n t  value-scheme may 

n o t  become weak SR-goods o r  s o c i a l l y - n e u t r a l  goods under  

a  changed ( f u t u r e )  i n s t i t u t i o n a l  s t r u c t u r e .  S i m i l a r l y ,  i t  
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i s  n o t  sugges ted  t h a t  c e r t a i n  goods w h i c h  were s o c i a l l y -  

n e u t r a l  a t  some ~ o i n t  i n  h i s t o r y  canno t  be o t h e r  than 

soc i a  I I y-neu t r a  I i n  the  p r e s e n  t .  

H i s t o r i c a l  e x p e r i e n c e  a c t u a l l y  p r o v i d e s  a  w h o l e  

h o s t  o f  i n t e r e s t i n g  examples o f  t he  above. The h i s t o r y  

o f  i n s t i t u t i o n a l   rescripti ions on the  consumpt ion  o f  

automobi l e s  wou ld  appear  t o  show t h a t  ( a t  l e a s t  i n  t h e  

U n i t e d  S t a t e s )  t h e  a u t o m o b i l e  has  appeared i n  a l l  t h r e e  

c a t e g o r i e s  i n  i t s  h i s t o r y .  Ano the r  i n t e r e s t i n g  h i s t o r y  

i s  t he  h i s t o r y  o f  i n s t i t u t i o n a l  v i e w s  on t h e  consumpt ion  

o f  b u t t e r  and marga r ine .  I n  t h i s  c o n n e c t i o n ,  b o t h  b u t t e r  

and m a r g a r i n e  were  t r a d i t i o n a l l y  seen t o  be SR-goods i n  as  

much a s  one was an " i n f e r i o r  s u b s t i t u t e "  f o r  t h e  o t h e r  

( a s  s t a n d a r d  o r t h o d o x  t e x t s  t r i e d  t o  impress  upon u s ) .  

T h i s  d e s i g n a t i o n  o f  s o c i a l  l y - r e l e v a n t  s t a t u s  t o  b o t h  goods 

was a p p a r e n t l y  bound up w i t h  a l l  s o r t s  o f  c l a s s  norms, 

and o t h e r  m a t t e r s  r e l a t e d  t o  s o c i a l  l y - a c c e p t a b l e  consumpt ion  

b e h a v i o r .  I n  t h e  p r e s e n t ,  however, w i  t h  the  conso l  i d a t i o n  

o f  t h e  i n s t i t u t i o n s  o f  " d i e t i n g "  and " h e a l t h  foods",  i t  i s  

p e r h a p s  d i f f i c u l t  t o  v i e w  e i t h e r  good a s  s o c i a l l y  r e l e v a n t .  

The t r a d  i t  i ona  l l y-c i t e d  ' tupper-c l ass' '  can j u s t  i f  y  n o t  

u s i n g  b u t t e r  on d i e t i n g  o r  h e a l t h  f o o d  grounds, and hence 

the  s o c i a l  r e l e v a n c e  o f  t he  consumpt ion  o f  b u t t e r  o r  

m a r g a r i n e  i s  now q u i t e  m i n i m a l .  

O the r  examples may be c i t e d .  The h i s t o r y  o f  v i e w s  on 



c i g a r e t t e  smoking appears  t o  a  t o p i c  w o r t h  m e n t i o n i n g  i n  

t h i s  r e g a r d .  

2, Penal t y  Schemes o f  t he  Env i ronment  

I n  t h e  p r e v i o u s  s e c t i o n ,  we d i s c u s s e d  t h e  v a r i o u s  

ways i n  w h i c h  t h e  norms and p r e s c r i p t i o n s  o f  a  consumpt ion  

env i ronmen t  p u t  c o n s t r a i n t s  upon the  i n d i v i d u a l ' s  consurnp- 

t i o n  o f  goods w i t h i n  the  env i ronment .  I n  p a r t i c u l a r ,  we 

have suggested  t h a t  f o r  t he  g e n e r a l  c a t e g o r y  o f  s o c i a l l y -  

r e l e v a n t  goods, s o c i a l l y - a c c e p t a b l e  consumpt ion  b e h a v i o r  

f o r  an i n d i v i d u a l  means: ( a )  t h e  m i n i m a l  p o s i t i v e  consump- 

t i o n  o f  each weak s o c i a l l y - r e l e v a n t  good, and ( b )  t h e  

d e f i n e d  p o s i t i v e  consumpt ion  ( i n  s p e c i f i c  q u a n t i t y  t e rms)  

o f  each s t r o n g  s o c i a l l y - r e l e v a n t  good, - i f  i t  i s  consumed. 

I n  t h i s  s e c t i o n ,  we d i s c u s s  the  s p e c i f i c  p e n a l t y -  

schemes w h i c h  an i n s t i t u t i o n a l  s t r u c t u r e  i s  seen t o  

employ i f  t he  p r e s c r i b e d  maxims o f  s o c i a l l y - a c c e p t a b l e  

consumpt ion  b e h a v i o r  a r e  n o t  fo8 lowed.  S p e c i f i c a l l y ,  we 

a r e  concerned w i t h  t h e  p e n a l t y  schemes w h i c h  a p p l y  i n  those 

cases  where, f o r  weak SR-goods, a t  l e a s t  one weak SR-good 

i s  consumed i n  a  q u a n t i t y  l e s s  than the  s o c i a l l y - a c c e p t a b l e  

minimum ( b i ) ,  and where, f o r  s t r o n g  SR-goods, a t  l e a s t  one 

s t r o n g  SR-aood i s  consumed p o s i t i v e l y ,  b u t  n o t  consumed i n  

the  s o c i a l  l y-accep t a b l e  quan t  i ty .  

( a )  The b a s i c  i d e a  t h a t  modern c a p i t a l i s t  consumpt ion  



e n v i r o n m e n t s  do c o n t a i n  such pena l ty -schemes f o r  d e v i a n t  

consumpt ion  b e h a v i o r  i s  grounded i n  t h e  we l l -known v i e w  

t h a t  a l l  modern c a p i t a l  i s t  s o c i e t i e s  have b u i l t  i n t o  them 

c e r t a i n  mechanisms w h i c h  e x p l i c i t l y  a i m  t o  r e i n f o r c e  o r  

c o n s o l  i d a t e  t h e  e x i s t i n g  norm o r  v a l u e  s t r u c t u r e  o f  t h e  

s o c i e t y  ( i . e ,  mechanisms o f  s o c i a l  c o n t r o l  1 .  These 

mechanisms, i n  p a r t i c u l a r ,  a r e  seen t o  work  b o t h  th rough  

t h e  i m p o s i t i o n  o f  s u b s t a n t i a l  p r e s s u r e s  on i n d i v i d u a l s  t o  

con fo rms  t o  e x i s t i n g  norms, and t h r o u g h  t h e  i m p o s i t i o n  o f  

o f  p e n a l t i e s  on those i n d i v i d u a l s  who do n o t  respond  t o  

such p r e s s u r e s .  €? 

( b )  The t y p e s  o f  pena l ty -schemes w h i c h  c a p i t a l i s t  s o c i e t i e s  

use t o  d  i s c o u r a g e  d e v i a n c e  i n  consump t  i o n  wou l d  appear  t o  

be two- fo ld ,  They may be, f i r s t ,  o f  t h e  imp1 i c i  t  t ype  

whereby t h e  d e v i a n t  i n d i v i d u a l  i s  s u b j e c t e d  t o  c o n s t a n t  

c r i t i c i s m  and d e n i g r a t i o n  by o t h e r  members o f  h i s  group, 

and i s  e x c l u d e d  f rom c e r t a i n  s o c i a l  a c t i v i t i e s  o f  the  

group ( i . e .  c l a s s i c a l  " s o c i a l  a l i e n a t i o n " ) .  However, 

pena l  t i e s  may a l s o  be o f  t h e  e x p l i c i t  v a r i e t y ,  whereby the  

d e v i a n t  i n d i v i d u a l  i s  p e n a l i z e d  i n  money terms ( i . e .  n o t  

o f f e r e d  o p p o r t u n i t i e s  f o r  g e t t i n g  c e r t a i n  j o b s  o r  t ypes  

o f  jobs;  f o r  p r o m o t i o n s ;  f o r  f r i n g e  b e n e f i t s ,  e t c .  1 .  9 

I n  t he  a n a l y s i s  p r e s e n t e d  here ,  a l l  p e n a l t i e s  w i l l  be seen 

as  o f  t h e  t y p e s  e x p r e s s i b l e  i n  money terms, and i n  a  sense 
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t o  be d e f i n e d ,  r e p r e s e n t e d  a s  decrements i n  the  i n s t i t u -  

t i o n a l l y - p r e s c r i b e d  money income o f  t h e  i n d i v i d u a l .  

( c )  P e n a l t i e s  f o r  d e v i a t i n ~  f rom s p e c i f i e d  consumpt ion  

norms o f  an envi ronmen t  i s  seen h e r e  t o  be p remissed  i n  i t-  

i a l l y  upon a  " d e v i a t i o n  f u n c t i o n "  on goods, D ( X )  -- a  

f u n c t i o n  w h i c h  i s  mapoed i n t o  the  r e a l  numbers. G iven  t h i s ,  

we t h u s  have, by  d e f  i n ;  t i o n :  

( i )  F o r  s o c i a l l y - n e u t r a l  goods: D ( X i I  = 0 f o r  a l l  

i= 1,2,...n 

( i  i 1 .  F o r  weak s o c i a l l y - r e l e v a n t  goods: 

D ( x . 1  = 0 i f  x i  > b i ,  f o r  a l l  i = n+ l ,  n+2 ,... N I - 
D ( x i  1 > 0 i f  x i  < bi, f o r  a1 l i = n + l ,  n+2 ,.... N 

( i i i )  F o r  s t r o n g  s o c i a l l y - r e l e v a n t  goods: 

* D ( x i )  = 0 i f  x i  = 0 o r  x i  = x .  
I 

D ( x i )  > O  i f  x .  $ x* and x i  # 0 
I i 

( d l  The " income p e n a l t y  f u n c t i o n "  a s  a p p l y i n g  t o  dev iance  

i n  consumpt ion  w i l  I be d e f i n e d  i n  terms o f  t h e  g e n e r a l  

i d e n t i t y :  Me = it? - Md , where Me i s  " e f f e c t i v e l y - r e a l i z e d  

income", M* i s  i n s t i t u t i o n a l l y - p r e s c r i b e d  income, and Md i s  

the  t o t a l  income decrement r e s u l  t i n g  f rom d e v i a t i o n  w i t h  

r e s p e c t  t o  t h e  consumpt ion  o f  SR-goods. 



M*, i t  i s  no ted ,  i s  seen to  be an i n s t i t u t i o n a l  

e s t i m a t e  (based on i n s t i t u t i o n a l  p r i n c i p l e s  o f  v a l u a t i o n )  

o f  how vuch  money income an i n d i v i d u a l  s h o u l d  r e c e i v e  a t  a 

d e f i n e d  p o i n t  i n  t ime,  s i v e n  h i s  p r e s e n t  o c c u p a t i o n  and 

f u t u r e  j o b  and e a r n i n g  p r o s p e c t s ,  if he f o l l o w s  a  ( p r e s e n t -  

l y-deemed) s o c i a l  l y-accep t a b l e  consump t  i o n  p a t  t e r n .  Reed- 

1 ess  t o  say, i t  i s  on l y i n  t h e  case where a  consumer 

chooses t o  r e j e c t  a s o c i a l l y - a c c e p t a b l e  consumpt ion  

s t r a t e g y  where M* w i l l n o t  equa l Me. 

WSr i s  t h e  t o t a l  income Wsr + ~i~~ , where Md (t') M d = M d  

decrement f r o m  d e v i a n c e  w i t h  r e s p e c t  t o  weak SR-goods and 

SSr i s  t h e  t o t a l  income decrement f r o m  dev iance  w i  t h  where Md 

r e s p e c t  t o  s t r o n ~  SR-goods. By t h e  n a t u r e  o f  weak SR-goods, 
N ~y = k i  where k i  = 0 when x i  2 b i  I i .e.  D l x i )  = 01, 

r=n+ l 

o r  k i  = a i (some d e f i n e d  p o s i t i v e  a n o u n l l  when x i  < b i  

( ; . e m  D ( x i  )XI), f o r  a1 l i = n+ l ,  n+2, .... N, L i k e w i s e ,  
N 

' "= E B i D i ( x i )  by  t h e  n a t u r e  o f  s t r o n g  SR-gooods, Md 
i=N+I 

- 
f o r  a l l  i = N+ I ,  N+2 ,..... N (where 5 .  i s  a  w e i g h t i n g  f a c t o r  

I 

i n  t e r - s  t r o n g  SR-goods). 

( f )  I n  t h e  above a n a l y s i s ,  i t  i s  n o t e d  t h a t  f o r  b o t h  

weak and s t r o n g  SR-goods, income p e n a l t y  f u n c t i o n s  a r e  

a s s i g n e d  t o  each i n d i v i d u a l  good. T h i s  p r o c e d u r e  i s  n o t  



t o  be taken t o  sugges t  t h a t  income p e n a l t y  f u n c t i o n s  

canno t  be exp ressed  i n  terms o f  a g g r e g a t e s  o f  goods. Fo r  

example, s p e c i f y i n g  a  f i n i t e  s e t  o f  weak SR-goods, i t  wou ld  

be e a s i l y  p o s s i b l e  t o  e x p r e s s  p e n a l t i e s  f o r  d e v i a n c e  s i m p l y  

i n  terms o f  t he  number o f  weak SR-goods w h i c h  were n o t  con- 

sumed i n  a  q u a n t i t y  - > b i  -- an a g g r e g a t e  measure. A l s o  w i t h  

r e s p e c t  t o  s t r o n g  SR-goods, an a g g r e g a t e  measure c o u l d  be 

c o n s t r u c t e d ,  i n  p a r t i c u l a r ,  under  the  assumpt ion  t h a t  

c o n t r o l  l i n g  s o c i a l  i n s t i t u t i o n s  employed some t y p e  o f  

S o c i a l  W e l f a r e  F u n c t i o n  as  a  b a s i s  f o r  compu t ing  p e n a l t y  

f u n c t i o n s  f o r  i n d i v i d u a l  ~ o o d s .  The use o f  a  s o c i a l  

w e l f a r e  f u n c t i o n  i n  t h i s  r e g a r d  w o u l d  p r o v i d e  t h e  t y p e  

o b j e c t i v e  measure t o  c a l c u l a t e  t h e  p e n a l t y  t r a d e - o f f  r a t e s  

between a l l  s t r o n g  SR-goods ( e x c e p t ,  o f  course ,  one ) .  

Moreover ,  we c o u l d  e x p r e s s  t h e  income p e n a l t y  f u n c t i o n  
Ti  

o f  a l l  SR-goods, md = X a .D .Lx i ) ,  where a i  w o u l d  be a 
i-n-t l  I I 

w e i g h t i n g  f a c t o r  i n t e r - c a t e g o r y  and i n f e r - i n d i v i d u a l  goods, 

As t o  t h e  s p e c i f i c a t i o n  o f  i ncome-pena l t y  f u n c t i o n s  

i n  p a r t i c u l a r ,  i t  i s  e v i d e n t  t h a t  t h e r e  a r e  a  g r e a t  number 

o f  i n t e r e s t i n g  s p e c i f i c a t i o n s .  One c o u l d  p e r h a p s  see t h e  

d - f u n c t i o n  f o r  s t r o n g  SR-goods a s  c h a r a c t e r i z e d  by i n c r e a s -  

i n g  m a r g i n a l  income decrements,  f o r  example. The p a r t i c u l a r  

s p e c i f i c a t i o n s  o f  these f u n c t i o n s  a r e  n o t  o f  immediate 

i n t e r e s t ,  however. The c h i e f  i n t e r e s t  i n  t h e  e x i s t e n c e  o f  

income p e n a l t y  schemes i s  t h a t  t h e y  r e p r e s e n t  a  c h a r a c t e r i s -  



t i c  o f  the  consumpt ion  env i ronmen t  w h i c h  a l l  consumers f a c e  

i n  modern c a p i t a l  ism, and a s  t h a t ,  they  r e p r e s e n t  someth ing  

w h i c h  i s  o f  i n t e g r a l  s i g n i f i c a n c e  i n  shap ing  the  c h a r a c t e r  

o f  an i n d i v i d u a l ' s  c h o i c e  o f  an a p p r o p r i a t e  consumpt ion  

s t r a t e g y  w i  t h i n  such an env i ronment .  

( 1  Summary 

I n  t h i s  s e c t i o n ,  we have a t t e m p t e d  t o  o u t l i n e  a  

c o n c e p t i o n  o f  t h e  c h a r a c t e r i s t i c s  o f  a  modern c a p i t a l i s t  

consumpt ion  env i ronmen t  which,  above a l l ,  i n c o r p o r a t e s  

b o t h  a s p e c t s  o f  t h e  t r a d i  t  i o n a l  N e o c l a s s i c a l  f r e e  c h o i c e  

v i e w  and t h e  t r a d i t i o n a l  /Marx is t  i n s t i t u t i o n a l  c o n t r o l  

v i e w  i n t o  a n a l y s i s .  The f r e e  c h o i c e  f e a t u r e s  m a n i f e s t  

themselves,  i n  p a r t i c u l a r ,  i n  t h e  s t i p u l a t i o n  o f  ( a )  a  

c l a s s  o f  goods w h i c h  h a s  no  n o r m a t i v e  o r  i n s t i t u t i o n a l  

p r e s c r i p t  i o n s  a t t a c h e d  t o  i t ,  and can be consumed c o s t  l e s s -  

l y  ( i . e .  SN-goods); ( b )  s u b j e c t i v e l y - d e t e r m i n e d  p r e f e r e n c e s  

f o r  St4 and weak SR-goods and ( c )  t h e  o p t i o n  f o r  a consumer 

t o  - n o t  consume s t r o n g  SR-goods, On, t he  o t h e r  hand, t h e  

i n s t i t u t i o n a l  c o n t r o l  f e a t u r e s  m a n i f e s t  themse lves  i n  the  

, s t i p u l a t i o n  o f  ( a )  two c l a s s e s  o f  goods w h i c h  a r e  i n t i m a t e l y -  

a t t a c h e d  t o  i n s t i t u t i o n a l  and n o r m a t i v e  p r e c e p t s  o f  t h e  

env i ronmen t ,  and w h i c h  a r e  s u b j e c t  t o  income p e n a l t i e s  i f  

they  a r e  n o t  consumed a c c e p t a b l y  ( i . e .  s o c i a l l y - r e l e v a n t  

g o o d s ) ;  and ( b )  i n s t i t u t i o n a l l y - d e t e r m i n e d  p r e f e r e n c e s  
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f o r  s t r o n g  SH-goods; and ( c )  t h e  c h a r a c t e r i s t i c  t h a t  

p r i c e s  o f  a l l  goods a r e  f i x e d  exogenous ly .  As can be seen, 

t h e  c h i e f  advantage o f  t h i s  p a r t i c u l a r  v i e w  o f  t he  consump- 

t i o n  env i ronmen t ,  i s  t h a t  even though i t ,  i n  p r i n c i p l e ,  

b i n d s  a  consumer t o  t h e  d i c t a t e s  o f  a  s o c i a l  s t r u c t u r e ,  i t  

s t i l l  p e r m i t s  h im  the  f reedom t o  choose a l t e r n a t i v e  methods 

o f  d e a l i n g  w i t h  the  s t r u c t u r e .  T h i s  i s  t h e  e s s e n t i a l  p i v o t  

o f  t h e  framework proposed.  As such, i n  what  f o l l o w s ,  we 

c o n c e r n  o u r s e l v e s  s p e c i f i c a l l y  w i t h  o u t l i n i n g  these a l t e r n -  

a t i v e s  and examin ing  t h e  most  i m p o r t a n t  q u e s t i o n  o f  why a  

consumer m i g h t  r a t i o n a l l y  p i c k  one a l t e r n a t i v e  o v e r  a n o t h e r  

w i  t h i n  t h i s  s p e c i f i e d  env i ronmen t .  

A. The S t r u c t u r e  - o f  Consumer Response 

I n  Chapter  F i v e ,  we a rgued  t h a t  t h e  method b y  w h i c h  

we c o u l d  s u c c e s s f u l l y  overcome t h e  e x p l a n a t o r y  d e f i c i e n c i e s  

o f  b o t h  t r a d i  t  i o n a l  N e o c l a s s i c a l  t h e o r y  and t r a d i  t  i o n a l  

M a r x i s t  t h e o r y  was by  a l l o w i n g  consumers t o  p i c k  t h e i r  own 

p r i n c i p l e s  o f  (mechanism o f )  r a t i o n a l  cho ice .  I n  o r d e r  t o  

e x p l a i n  the  c h a r a c t e r i s t i c s  o f  a  consumer 's  c h o i c e  o f  a  

p a r t i c u l a r  s e t  o f  p r i n c i p l e s  (mechanism), however, i t  was 

seen t h a t  we were r e q u i r e d  t o  modi  f y  b o t h  t h e  t r a d i  t  i o n a l  

N e o c l a s s i c a l  and t r a d i  t i o n a l  M a r x i s t  c o n c e p t i o n s  o f  t h e  

n a t u r e  o f  modern consumpt ion  env i ronmen ts .  I n  t h e  p r e v i o u s  
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p a r t  o f  t h i s  c h a p t e r ,  we a t t e m p t e d  t o  f u l f i l l  t h i s  l a t t e r  

aim. Here  we t u r n  d i r e c t l y  t o  t h e  c o n s i d e r a t i o n  o f  t h e  

c h o i c e  o p t i o n s  open t o  a  consumer w i t h i n  an env i ronment  so 

s p e c i f i e d ,  and, t h e  consumer 's  l o g i c  i n  c h o o s i n g  between 

compe t ing  o p t i o n s .  

I. Freedom o f  Cho ice  and R a t i o n a l  A c t i o n  

G i v e n  the  env i ronmen t  s p e c i f i e d  i n  P a r t  A, two s p e c i f i c  

i m p l i c a t i o n s  f o r  f reedom o f  c h o i c e  come f o r t h .  The f i r s t  

i s  t h a t  a  consumer, a l t h o u g h  c o n f r o n t e d  by v e r y  d e f i n i t e  

c o n s t r a i n t s  on h i s  consumpt ion  o f  s o c i a l  l y - r e l e v a n  t  goods, 

a lways  had the  p o s s i b i l i t y  o f  o b t a i n i n g  s u b s t a n t i a l  f reedom 

o f  c h o i c e  by consuming ( t o  the  g r e a t e s t  p o s s i b l e  e x t e n t )  

s o c i a l  l y  n e u t r a l  goods, The second i s  t h a t  he c o u l d  neve r  

possess  comp le te  " f reedom o f  c h o i c e f 1  ( i n  t h e  c l  a s s i c a l  

sense )  s i n c e  he a l w a y s  had t o  dea l  w i t h  t h e  p rob lems  o f  

( a )  how he was t o  consume r e q u i r e d  goods ( i . e .  weak SR-goods) 

and ( b )  how he was t o  consume s t r o n g  SR-goods, i f  he indeed 

wanted these  goods i n  h i s  bund le .  

I n  t h i s  paper ,  t h e  f reedom we a r e  i n t e r e s t e d  i n ,  a s  

such, i s  n o t  t h e  t y p e  o f  f reedom suggested  b y  t h e  f i r s t  

i m p l i c a t i o n  ( i . e ,  t h e  consumpt ion  o f  SN-goods). Ra the r ,  

o u r  i n t e r e s t  f o c u s s e s  on t h e  p o s s i  b i  l i t i e s  o f  a  consumer 

p o s s e s s i n g  f reedom o f  c h o i c e  w i t h  r e s p e c t  t o  t h e  second 



i m p l i c a t i o n .  I n  p a r t i c u l a r , w h a t  we f o c u s  upon h e r e  a r e  

t h e  p o s s i  b  i l i t i e s  f o r  a  consumer t o  choose be tween a  l t e r -  

n a t i v e  s t r a t e g i e s  i n  hand l  i n g  h i s  consumpt ion  o f  s o c i a l  l y -  

r e l e v a n t  goods -- s t r a t e g i e s ,  i n  p a r t i c u l a r  wh ich  may 

be v iewed a s  r a t i o n a l  s t r a t e g i e s ,  g i v e n  t h e  e n v i r o n m e n t a l  

c i r cums tances ,  

I n  t h i s  r e g a r d ,  i t  i s  t h e  c e n t r a l  ( e m p i r i c a l )  p ropos-  

i t i o n  o f  t h e  paper  t h a t  even i f  most modern c a p i t a l i s t  

consump t i o n  envi ronmen t s  do n o t  g ran  t  consumers t h e  freedom 

t o  choose between a1 t e r n a t i v e s  i n  many impor tan  t  a r e a s  

(e.g. w h i c h  goods a r e  SR-goods and w h i c h  a r e  n o t ) ,  they  

a lways  do p e r m i t  consumers t h e  f reedom t o  choose between 

a l t e r n a t i v e  mechanisms o f  resoonse  i n  d e a l i n g  w i t h  the  

i n s t i t u t i o n a l  s t i p u l a t i o n s  o f  t h e i r  env i ronment .  I n  p a r t i c -  

u l a r ,  a  consumer a l w a y s  has a t  l e a s t  t h r e e  v e r y  d e f i n i t e  

o p t i o n s ,  The f i r s t  i s  t o  i g n o r e  t h e  i n s t i t u t i o n a l  s t i p u -  

l a t i o n s  (and  pay  the  p e n a l  t i e s ) .  The second i s  t o  take  

them s e r i o u s l y ,  and c o n f o r m  t o  them.  And t h e  t h i r d  i s  t o  

take  them s e r i o u s l y ,  and t o  c r i t i c i z e  ( d e v i a t e  f r o m )  them. 

Moreover ,  i t  i s  argued t h a t  t h e  way t h i s  f reedom i s  man i- 

f e s t e d  i s  t h r o u g h  the  a b i  l i t y  o f  a  consumer, g i v e n  h i s  own 

a ims and i n t e r e s t s ,  t o  r a t i o n a l l y  choose ( o u t  o f  a  s e t  o f  

a l t e r n a t i v e  s p e c i f i c a t i o n s ) ,  a  most  a p p r o p r i a t e  s p e c i f i c a t -  

t i o n  o f  a  u t i l i t y  f u n c t i o n  ( t o m a x i m i z e )  and a  c o s t  f u n c t i o n  

( t o  m i n i m i z e )  w i t h i n  t h e  env i ronmen t ,  
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2. The Cho ice  o f  S p e c i f i c a t i o n s  

The consumer 's  c h o i c e  o f  an a p p r o p r i a t e  spec!  f  i - ca t  i o n  

o f  u t i l i t y  and c o s t  f u n c t i o n s  e s s e n t i a l l y  reduces  t o  a  

q u e s t i o n  f o r  the  consumer o f  whe the r  c e r t a i n  d e c i s i o n  

v a r i a b l e s  ( o r  c o m b i n a t i o n s  o f  d e c i s i o n  v a r i a b l e s )  s h o u l d  

be i n c l u d e d  ( e x c l u d e d )  i n  t h e  c o n s t r u c t i o n  o f  h i s  o v e r a l l  

c h o i c e  model.  W i t h i n  t h e  env i ronmen t  s p e c i f i e d  here ,  the  

q u e s t i o n  i s  d e f i n e d  i n  terms o f  t h e  i n c l u s i o n  ( o r  e x c l u s i o n )  

o f  each o f  t he  f o l l o w i n g  f o u r  v a r i a b l e s  i n  h i s  t o t a l  

u t i l i t y  and t o t a l  c o s t  f u n c t i o n s :  ( I )  economic u t i l i t y ,  

( 2  s o c i a l  u t i l i t y ,  ( 3 )  economic c o s t s ,  and ( 4 )  s o c i a l  

c o s t s .  

A c c o r d i n g  t o  the  v i e w  proposed,  t h e  consumer i s  

t hough t  t o  answer t h i s  q u e s t i o n  b y  r e f e r e n c e  t o  p a r t i c u l a r  

t y p e s  o f  t h e o r i e s  he h o l d s  about  t h e  r e l a t i o n s h i p  o f  - h i s  

own consumpt ion  d e c i s i o n s  t o  t h e  i n s t i t u t i o n a l  env i ronmen t  - 
he faces.  A l t h o u g h  i t  i s  p o s s i b l ' e  t o  say, p r i m a  f a c i e ,  

t h a t  a  consumer yay  h o l d  many d i f f e r e n t  p a r t i c u l a r  t h e o r i e s  

a b o u t  h i s  consumpt ion  w i t h i n  a  d e f i n e d  env i ronment ,  o r  

p r o f e s s  t o  h o l d  no  t h e o r i e s  a t  a l l ,  h e r e  we a r e  concerned 

w i t h  e x p l i c a t i n g  o n l y  those l o g i c a l  c a t e g o r i e s  o f  t h e o r i e s  

w h i c h  must have a  d i r e c t  b e a r i n g  on a consumer 's  c h o i c e  

o f  s p e c i f i c a t i o n s .  

The f i r s t  c o n c e r n s  the  n a t u r e  o f  t h e  consumer 's  v i e w  
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o f  t he  c h a r a c t e r i s t i c s  o f  h i s  consumpt ion  d e c i s i o n s  

w i t h i n  the  env i ronmen t  he consumes in ,  I n  p a r t i c u l a r ,  i t  

i s  suggested  t h a t  i f  a  consumer h o l d s  some t h e o r y  t o  the  

e f f e c t  t h a t  ( 1 )  h i s  consumpt ion  d e c i s i o n s  a r e  based on 

c r i  t e r i a  w h i c h  a r e  exogenous t o  the  i n s t  i t u t i o n a l  s t r u c t u r e  

he f a c e s , ( 2 )  t h a t  h i s  consumpt ion  d e c i s i o n s  w i l l  n o t  a f f e c t  

t he  v i e w s  ( o r  d e c i s i o n s )  o f  o t h e r  members o f  h i s  s o c i e t y  

( c l a s s )  and ( 3 )  t h a t  h i s  consumpt ion  can u n d e r t a k e n  w i t h o u t  

i n s t i t u t i o n a l  feedback o f  any s o r t  ( i . e .  no  one w i l l  n o t i c e  

h i s  p e r s o n a l  d e v i a n c e  f r o m  norms) ,  then, a s  a  r u l e ,  t he  

consumer w i l l  c o n s i d e r  o n l y  economic v a r i a b l e s  i n  h i s  

d e c i s i o n  f u n c t i o n s .  Converse l y ,  i f  any o f  ( 1  ) , ( 2 ) , ( 3 )  a r e  

d e n i e d  by the  consumer, then he  w i l l  i n c l u d e ,  a s  a  r u l e ,  

s o c i a l  v a r i a b l e s . i n  h i s  s p e c i f i c a t i o n  o f  t hese  f u n c t i o n s .  

The second conce rn  i s  w i t h  those  consumers wno adopt  

t h e  l a t t e r  o p t i o n  above. I n  p a r t i c u l a r ,  i f  a  consumer i s  

o f  t he  l a t t e r  v a r i e t y  above, he has  two f u r t h e r  t h e o r e t i c a l  

o p t i o n s  -- w h i c h  l e a d s  t o  two f u r t h e r  a s s e r t i o n s .  The 

f i r s t  i s :  I f  a  consumer h o l d s  some t h e o r y  t o  t h e  e f f e c t  

t h a t  t he  consumpt ion  env i ronmen t  w h i c h  he  p r e s e n t  l y  f a c e s  

i s  an " o p t i m a l "  env i ronmen t ,  o r  t h e  b e s t  " s u b - o p t i m a l "  

env i ronmen t  he can e v e r  expec t ,  then he  w i  l l a i m  t o  o b t a i n  

p o s i t i v e  s o c i a l  u t i l i t y  f rom c o n f o r m i n g  t o  e x i s t i n g  norms. 

C o n t r a s t i n g l y ,  t h e  second i s :  i f  he  h o l d s  some t h e o r y  t o  

t h e  e f f e c t  t h a t  t h e  p r e s e n t  e x i s t i n g  consumpt ion  env i ronmen t  



i s  sub -op t ima l  by  some o r  a l l  s tandards ,  and need r e f o r m ,  

then he w i l l  a t t e m p t  t o  o b t a i n  p o s i t i v e  s o c i a l  u t i l i t y  

f r o m  d e v i a t i n q  f rom s o c i a l  norms. T h i s  then l e a d s  t o  the  

t h i r d  c a t e g o r y  o f  t h e o r i e s .  I n  p a r t i c u l a r ,  i f  consumers 

h o l d  t h e o r i e s  o f  the  l a t t e r  v a r i e t y  above and a d o p t s  t h e  

v i e w  t h a t  r e f o r m  can be accompl i s h e d  " t h r o u g h  t h e  system", 

then he w i i l  t ake  b o t h  economic and s o c i a l  c o s t s  i r t o  h i s  

u t i  I i t y  f u n c t i o n .  C o n t r a s t i n g l y ,  i f  he v i e w s  r e f o r m  o f  

t h e  i n s t i t u t i o n a l  s t r u c t u r e  a s  a  r e v o l u t i o n a r y  u n d e r t a k i n g ,  

then h i s  conce rn  w i  I l n o t  be w i t h  s o c i a l  c o s t s ( s i n c e  they  

w i l l  be i m m a t e r i a l  a f t e r  the  r e v o l u t i o n ) ,  b u t  o n l y  w i t h  

economic c o s t s  ( i . e .  f i n a n c i n g  t h e  r e v o l u t i o n ) .  

The e x i s t e n c e  o f  t h e  t h r e e  t h e o r e t i c a l  c a t e g o r i e s  f o r  

consumer d e c i s i o n - m a k i n g  w i t h i n  t h e  env i ronmen t  s p e c i f i e d  

i s  o f  fundamenta l  impor tance.  Not  o n l y  does t h e  t h e o r e t i c a l  

o p t i o n  p i c k e d  by any consumer d i c t a t e  h i s  p r i n c i p l e s  o f  

r a t i o n a l  a c t i o n  i n  the  env i ronmen t ,  b u t  a l s o  the  e x i s t e n c e  

o f  such t h e o r e t i c a l  o p t i o n s  i n  themse lves  d i r e c t l y  i n d i c a t e  

t h e  l i m i t s  t o  w h i c h  a consumer can l o a i c a l l y  p i c k  a l t e r n a t -  

i v e  s p e c i f i c a t i o n s  o f  v a r i a b l e s  e n t e r i n g  h i s  c h o i c e  p r o b l e m  - 
w i t h i n  the  s p e c i f i e d  consumpt ion  env i ronmen t .  

3. The L't i l i t y  Func t  i o n  on Conformance t o  and Dev iance 

f r o m  I i o rns  o f  t he  Znv i ronrncn t  

As we s u g ~ e s t e d  above, a l l  s o c i a l  u t i l i t i e s  w h i c h  



e r i s e  i n  the  f ramwork p roposed  h e r e  a r i s e  because o f  a 

consumerr s  v i e w  o f  t he  i n s t i t u t i o n a l  and n o r m a t i v e  s t r u c t -  

u r e  he consumes under ,  I f  he i s  a  s o c i a l l y - c o n s c i o u s  

c o n s u n e r ( a s  o u t l i n e d  above) ,  then o b t a i n i n g  p o s i t i v e  

u t i l i t i e s  i n  p a r t i c u l a r  f rom c o n f o r m i n g  t o  ( o r  d e v i a t i n g  

f r o m )  e x i s t i n g  i n s t i t u t i o n a l  p r e s c r i p t i o n s  w i  l  l f o rm an 

i n t e g r a l  p a r t  o f  t he  consumer 's  c h o i c e  problem. 

The way we r e p r e s e n t  these s o c i a l  u t i l i t i e s  h e r e  i s  
N 

by a  d e v i a n c e  f u n c t i o n :  uD = f [  I: n i D ( x i  I ]  (where IIi i s  
i=n+ l 

w e i g h t i n g  f a c t o r  1 .  T h i s  then imp1 i e s  t h r e e  r e 1  evan t  cases: 

( i )  oU D - : 0 f o r  a  d e v i a n t  ( he  g e t s  p o s i t i v e  
uD(x ;  

u t i l i t y  f r o m  d e v i a t i n g )  

( i i )  oU D < 0 f o r  a  c o n f o r m i s t  ( h e  g e t s  p o s i t i v e  
m x .  

I 

u t i  l  i t y  f r o m  - n o t  d e v i a t i n g )  

( i i i )  - ouD = 0 f o r  a  s o c i a l l y - d i s i n t e r e s e d  con- 
o D ( x i  ) 

sumer ( h e  g e t s p o s i t i v e  u t i l i t y  n e i t h e r  f rom 

d e v i a t i n g  o r  con fo rm ing ,  s i n c e  the  i n s t i t u t i o n a l  

and n o r m a t i v e  s t r u c t u r e  o f  t h e  consumpt ion  

env i ronmen t  i s  i r r e l e v a n t  t o  h i s  d e s c i s i o n - m a k i n g ) .  

The p r o p e r t i e s  o f  t he  f u n c t i o n  uD a r e  f a i r l y  easy t o  



unders tand.  I t  i s ,  o f  course ,  l o g i c a l l y  d e f i n e d  o n l y  f o r  

s o c i a l l y - r e l e v a n t  goods. For  weak SR-goods, i t  i s  d e f i n e d  

f o r  any q u a n t i t y  C b . ;  f o r  s t r o n g  SR-goods, i t  i s  d e f i n e d  a t  
I 

a l l  q u a n t i t i e s  g r e a t e r  than, b u t  n o t  equa l  t o  zero.  I t  

i s  n o t e d  a l s o  t h a t  t he  p a r t i c u l a r  s p e c i f i c a t i o n  o f  t he  

s o c i a l  u t i l i t y  ( d e v i a n c e  f u n c t i o n )  i s  seen h e r e  t o  be a  

m a t t e r  o f  t h e  consumer 's  own " t a s t e s " ,  and a l o n g  w i t h  h i s  

a b i l i t y  t o  p i c k  h i s  own t h e o r i e s  o f  t he  consumpt ion  

env i ronmen t  i s  seen t o  r e p r e s e n t  a  t o u c h s t o n e  o f  i n d i v i d u a l  

f reedom o f  c h o i c e .  

4 ,  B e h a v i o r a l  O p t i o n s  W i t h i n  the  Env i ronment  

On t h e  b a s i s  o f  t h e  above groundwork, i t  i s  p o s s i b l e  

t o  o u t 1  i n e  the  b e h a v i o r a l  o p t i o n s  l o g i c a l  l y  p o s s i b l e  

w i t h i n  the  d e f i n e d  consumpt ion  env i ronmen t ,  These f o l l o w  

d i r e c t l y  f r o m  t h e  t y p e s  o f  t h e o r i e s  consumers h o l d  w i t h  

r e s p e c t  t o  t h e  consump t  i o n  env i ronmen t  they  consume in ,  

and a r e  a l l  seen a s  ( p o t e n t i a l l y )  r a t i o n a l  consumpt ion  

s t r a t e g i e s  w i t h i n  t h e  env i ronment .  L e t  t he  symbols 

denote:  

( i )  UG 
(XI  = ( pI(  xi...^,,,) + gs (  xn+ , , . . . x~ )  : u t i l i t y  

f r o m  f u n c t i o n a l  p r o p e r  t  i e s  o f  goods. 



- 
N 

( i i )  (+)u:~) = ( + I d [  Z R i D ( x i ) ] :  u t i l i t y  f r o m  d e v i a t i n g  
i=n+ l 

f r om norms 

i n g  t o  norms. 

N 
( i v l  c e =  Z. p i x i  : economic c o s t s  o f  goods 

i =  l 
- 
N 

( v )  c S  = M~ = c z o I ~ ( x ,  11: s o c i a l  c o s t s  f r o m  
i=n+l  

d e v i a t i n g  

We may p o r t r a y  t h e  b e h a v i o r a l  o p t i o n s  l o g i c a l l y  p o s s i b l e  

w i t h i n  the env i ronmen t  by t h e  f o l l o w i n g  schema: 

Case No. 

1 .  

2. 

3. 

4 .  

5 .  

6. 

7. 

8 .  

9 .  

U  t  i l i t y  f a c t o r s  c o n s i d e r e d  

G 
" ( X I  

G 
U ( x )  
G 

(+)uYx) 

( +  luYx ) 

(+  )uYx) 
D 

( - I U ( x )  
D 

( - l U ( x  l 

( -  ) U  D  
( x l  

Cos t  f a c t o r s  
c o n s i d e r e d  



( c o n t i n u e d  

The lmpl i c a t i o n s  f o r  A n a l y s i s  

I t  i s  n o t  t h e  pu rpose  o f  t h i s  paper  t o  work  o u t  t he  

s t r a i g h t f o r w a r d  m a x i m i z a t i o n  ma themat i cs  f o r  consumers 

who h o l d  s p e c i f i c a t i o n s  o f  t he  t y p e  o u t l i n e d  above. What 

we a im  t o  do h e r e  i s  s i m p l y  t o  b r i n g  a t t e n t i o n  t o  c e r t a i n  

impor tan t  c h a r a c t e r i s t i c s  wh ich  s t a n d  o u t  i n  connec t  i o n  

w i  t h  any a n a l y s i s  a l o n g  the  o a t h  proposed.  Four  i tems a r e  

o f  p a r t i c u l a r  impor tance.  

The f i r s t  i s  t h a t  o u t  o f  t he  f i f t e e n  p o s s i b l e  cases  

o u t l i n e d  above, o n l y  e i g h t  a r e  o f  genu ine  e m p i r i c a l  

impor tance.  We d e l e t e  cases  2,5,8,11, and 14 on t h e  

grounds t h a t  t hey  a r e  on l y  i n t e r e s t i n g  consumpt ion  s t r a t e -  

g i e s  i n  t h e  cases  ( i  1 when an i n d i v i d u a l  income i s  i n f i n i t e  

o r  ( i i )  when p r i c e s  o f  a l l  goods a r e  e f f e c t i v e l y  zero.  

We d e l e t e  cases  9 and 15 on t h e  grounds t h a t ,  s i n c e  c S 

f o r  a  c o n f o r m i s t  must ,  by d e f i n i t i o n ,  be zero,  t hey  reduce  
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t o  cases  7 and 13 r e s p e c t i v e l y .  

The second f e a t u r e  t o  be n o t e d  i s  t h a t ,  w i t h i n  t h e  

framework proposed,  t he  p r e c i s e  c h a r a c t e r  o f  a  consumer 's  

consumpt ion  c h o i c e s  w i  l l depend upon, among o t h e r  t h i n g s ,  

t he  p a r t i c u l a r  s p e c i f i c a t i o n  o f  t he  d e v i a n c e  f u n c t i o n  t h e  

consumer uses, t h e  p a r t i c u l a r  s p e c i f i c a t i o n  o f  t he  income- 

p e n a l t y  f u n c t i o n  w h i c h  t h e  i n s t i t u t i o n a l  s t r u c t u r e  employs 

f o r  d e v i a n t  b e h a v i o r  e  i t s  s e v e r i t y ) ,  and the  r e l a t i v e  

d i s t r i b u t i o n  o f  SN, weak SR, and S t r o n g  SR-goods w i t h i n  

the  t o t a l  u n i v e r s e  o f  goods a v a i l a b l e  i n  a  consumpt ion  

en v  i ronmen t  . 
A t h i r d  f e a t u r e  i s  t h a t  a l l  c h o i c e  outcomes i n  t h e  

framework w i l l  be seen t o  depend v e r y  h e a v i l y  upon t h e  

i n s t i t u t i o n a l  I y - e s t a b l  i s h e d  M* ( i n c o m e )  f o r  an i n d i v i d u a l .  

T h i s  i s  c l e a r  s i m p l y  by  c i t i n g  t h e  s i m p l e  case o f  a  conform- 

i s t  who canno t  a f f o r d  a l  l weak SR-goods. O r  b y  c i t i n g  the  

i n d i v i d u a l  who h a s  such a g r e a t  I* t h a t  he can a f f o r d  any 

d e v i a n c e  ( p e n a l t i e s ) .  A s  such, i t  i s  c l e a r  t h a t  what  we 

a r e  conce rned  w i t h  h e r e  i s  s o r t  o f  a  m i d d l e - c l a s s  c h o i c e  

problem. We assume, i n  g e n e r a l ,  t h a t  a l l  i n d i v i d u a l s  can 

a f f o r d  a l l  weak SR-goods, b u t  no  i n d i v i d u a l  can a f f o r d  t o  

endure  a l l  income p e n a l t i e s .  

F o u r t h ,  and f i n a l l y ,  i t  i s  n o t e d  t h a t  a l l  s t r a t e g i e s  

w h i c h  do n o t  t ake  i n t o  account  s o c i a l  c o s t s  ( e x c e p t ,  by 

d e f i n i t i o n ,  t he  c o n f o r m i s t  s t r a t e g y )  w i l l  be, a s  a  r u l e ,  



u n s t a b l e .  I n  s h o r t ,  i t  w i l  l o n l y  be  b y  c o - i n c i d e n c e ,  

t h a t  a  consumer manages t o  choose a consumpt ion  s t r a t e g y  

w h i c h  a v o i d s  the  pena l  ty-schemes o f  the  env i ronmen t .  I f  

he does n o t ,  and, i f  t h e  pena l  t i e s  do e n t e r  t h e  scene, 

however, i t  i s  e v i d e n t  t h a t  ( a t  l e a s t  o v e r  t i m e )  the  

consumer w i l l  n o t  be a b l e  t o  m a i n t a i n  h i s  p roposed  

consumpt ion  schedu le .  E i t h e r  h e  w i l l  have t o  s e t t l e  f o r  

l e s s  income ( i , e .  l e s s  goods) ,  o r  he  w i l l  have t o  change 

h i s  s t r a t e g y .  

C. Genera l  l m ~ l i c a t i o n s  

The most i m p o r t a n t  f e a t u r e  o f  t h e  v i e w  o f  consumpt ion  

p r e s e n t e d  h e r e  i s  t h a t  i t  does p e r m i t  b o t h  t h e  e x p l i c a t i o n  

o f  t he  s t a n d a r d  N e o c l a s s i c a l  p o s i t i o n s  ( cases  I th rough  3 )  

and the  ( p o s s i b l y )  s t a n d a r d  M a r x i s t  p o s i t i o n s  ( c a s e s  4 

t h r o u g h  9 1 ,  a l o n g  w i t h  a v a r i e t y  o f  m ixed  cases  ( 10 

t h r o u g h  15 )  -- a l l  w i t h i n  one e x p l a n a t o r y  framework. To 

p r o d u c e  such a framework was a m a j o r  a i m  o f  t h e  paper .  

What the  v i e w  a l s o  p r o v i d e s  i n  a c c o m p l i s h i n g  t h e  above i s  

a r g u a b l y  a f a r  more r e a l i s t i c  f ramework t o  examine b o t h  

t h e  e m p i r i c a l  and dynamic a s p e c t s  o f  consumpt ion.  I n  p a r -  

t i c u l a r ,  i t  p e r m i t s  t h e  i s o l a t i o n  o f  v e r y  p a r t i c u l a r  cases  

o f  consumpt ion  b e h a v i o r  w h i c h  have v e r y  s p e c i f i c  e m p i r i c a l  

c h o i c e  i m p l i c a t i o n s .  Moreover ,  t hese  can be  t e s t e d  i n  a 



c o n t e x t  w h i c h  i s  f a r  r i c h e r  than those t r a d i t i o n a l l y  

suggested,  We n o t  o n l y  have the  c h o i c e  imp1 i c a t  i o n s  o f  

changes i n  economic v a r i a b l e s  ( p r i c e s )  t o  t e s t  b u t  changes 

i n  t h e  i n s t i t u t i o n a l  s t r u c t u r e  a s  wet l ( s p e c i f  ; c a t i o n  o f  

income p e n a l t y  f u n c t i o n  1, 

As f o r  dynamics, t h e  c h i e f  advantage o f  t h e  for rnula-  

t i o n  p r e s e n t e d  i s  t h a t  i t t a k e s  i n  t o  a c c o u n t  t he  i d e a  

t h a t  consumers h o l d  v e r y  d e f i n i t e  t h e o r i e s  about  t h e  

consump t  i o n  env i ronmen t ,  These t h e o r i e s  consumers a r e  

seen t o  t e s t  by  the  success  o f  t h e  consumpt ion  s t r a t e g y  

i n  the  p e r i o d  i n  q u e s t  i o n  (and  a c c e p t  o r  r e j e c t  a c c o r d i n g -  

l y ) .  Changes o v e r  t i m e  i n  a consumpt ion  s t r a t e g y  a r e  t o  

be e x p l a i n e d ,  c e t e r i s  p a r i b u s ,  b y  h i s  r e j e c t i n g  a p a r t i c u *  

I a r  t h e o r y  abou t  t h e  consumpt ion  env i ronmen t .  

I n  g e n e r a l ,  f u t u r e  r e s e a r c h  a l o n g  t h e  l i n e s  p roposed  

here ,  c l e a r l y  must  be conce rned  w i t h  t h e  dynamics o f  t he  

framework. I n  p a r t i c u l a r ,  t h e  f o c u s  must be  upon ( I  1 changes 

i n  t h e  i n s t i t u t i o n a l  and n o r m a t i v e  s t r u c t u r e s  o f  t h e  

consumpt ion  env i ronmen t ,  ( 2 )  changes i n  t h e  t h e o r i e s  o f  

t he  consumpt ion  env i ronmen t  w h i c h  i n d i v i d u a l s  h o l d ,  and 

( 3 )  changes i n  c h o i c e  s t r a t e g i e s  by  i n d i v i d u a l s ,  F u r t h e r -  

more, the a i m  o f  such r e s e a r c h  must  be t o  draw c o n c r e t e  

r e l a t i o n s h i p s  between these t h r e e  i t e m s  -- r e l a t i o n s h i p s  

w h i c h  lead, i n  p a r t ,  t o  s p e c i f i c  e m p i r i c a l  c o n c l u s i o n s  

about  t he  n a t u r e  o f  modern consurnpt ion,  



F o o t n o t e s  t o  Chao te r  Seven 

I t  I .  By goods", however, we mean, i n  a  b r o a d  sense, b o t h  
i n d i v i d u a l  i t e m s  o f  consumpt ion  and c l a s s e s  o f  f u n c t i o n a l l y -  
r e l a t e d  i tems. We s h a l  l t h u s  n o t  be immedia t e l  y  concerned 
w i t h  the  p rob lems  o f  r e l a t i o n s h i p s  between v a r i o u s  i n d i v i d -  
u a l  i t e m s o f  consumpt ion .  I t  i s a l s o n o t e d  t h a t  t he  l e v e l  
o f  a g g r e g a t i o n  used t o  de f  i n e  " t h e  consumpt ion  env i ronmen t "  
i s  taken h e r e  t o  be i m m a t e r i a l .  The a n a l y s i s  i s  seen t o  
a p p l y  e q u a l l y  we1 l t o  a  s o c i e t y ,  a  c l a s s  o f  s o c i e t y ,  o r  
sma l l e r  su b-group. 

2. We s h a l l  n o t  be conce rned  h e r e  w i t h  t h e  many p o s s i b l e  
t y p e s  o f  " n e g a t i v e  p r e s c r i p t i o n "  ( i . e .  c o n c e r n i n g  what 
"ought  n o t "  t o  be consumed w i t h i n  the  e n v i r o n m e n t ) .  
A l t h o u g h  t h i s  may be i n c o r p o r a t e d  i n t o  a n a l y s i s  e a s i l y ,  a l l  
p r e s c r i p t i o n  w i l l  be taken h e r e  t o  be o f  t h e  " p o s i t i v e "  - 
v a r i e t y .  

3. H e n c e f o r t h ,  " s o c i a l l y - r e l e v a n t  goods" w i l l  be n o t e d  
SR-goods. '&hen necessary ,  weak s o c i a l l y - r e l e v a n t  goods 
w i l l  be s y m b o l i z e d  WSR; s t r o n g  s o c i a l l y - r e l e v a n t  goods, 
SSR. 

4 .  The s t i p u l a t i o n  o f  a  s e t  o f  weak-SR goods w i t h i n  a  
consumpt ion  env i ronmen t  can be seen t o  be an i n s t i t u t i o n a l  
way o f  r u l  i n g  o u t  t h e  p o s s i b i  l i t i e s  o f  " c o r n e r  s o l u t i o n s " .  

5. The te rm " e f f e c t i v e  income c o n s t r a i n t "  w i l  l be c l a r -  
i f i e d  below. I n  essence, the  " e f f e c t i v e "  income o f  an 
i n d i v i d u a l  and t h e  n o r m a l l y - p r e s c r i b e d  income o f  an 
i n d i v i d u a l  o n l y  d i f f e r  i n  those c a s e s  where the  i n d i v i d u a l  
does n o t  c o n f o r m  t o  the  i n s t i t u t i o n a l  p r e s c r i p t i o n s  
c o n c e r n i n g  the  consumpt ion  o f  s o c i a l l y - r e l e v a n t  goods, and 
i s  t h u s  s u b j e c t e d  t o  income pena l  t i e s  by  i n s t i t u t i o n s  o f  
h i s  env i ronment .  

6. T h i s  may be i l l u s t r a t e d  s i m p l y  i n  terms o f  t he  
s t a n d a r d  m a x i m i z a t i o n  a n a l y s i s  i n v o l v i n g ,  i n  p a r t i c u l a r ,  
some s o r t  o f  i n s t i t u t i o n a l l y  - p r e s c r i b e d  ( a n d  "we l l -behavedn)  
s e t  o f  s o c i a l  i n d i f f e r e n c e  cu rves .  (SSR, s t a n d s  f o r  t he  
p a r t i c u l a r  $k-good, y, f o r  s t r o n g  



6. ( c o n t .  l Here X* r e p r e s e n t s  t h e  s o c i a l  l y p r e s c r i b e d  
consumpt ion  s p o t  f o r  t h e  i n d i v i d u a l ,  g i v e n  h i s  " e f f e c t i v e "  
incpme and p r i c e s .  T h i s  c o r r e s p o n d s  t o  t h e  consumpt ion  o f  
SSR.  I t  i s  n o t e d  i n  the  a n a l y s i s  h e r e  t h a t  the  t r a d i t i o n a l  
o r t h o d o x  r a t i o n a l i t y  p r i n c i p l e  i s  used. The p r i n c i p l e  i s  
seen h e r e  t o  r e p r e s e n t  an i n s t i t u t i o n a l l y - p r e s c r i b e d  
conven t  i o n  f o r  p i c k i n g  s o c i a l  l y-accep tab  l e  consump t  i o n  
p o i n t s  f o r  s t r o n g  SR-goods, 

7. The o n l y  way an i n d i v i d u a l  can i n f l u e n c e  p r i c e s  i s  i n  
a  dynamic c o n t e x t ,  i f  he  becomes p a r t  o f  ( o r  t h e  embodiment 
o f  some c o n t r o l l i n g  i n s t i t u t i o n  ( e . g .  Ra lph  Nader ) .  

8. I n  t h e  a n a l y s i s  p r e s e n t e d  here ,  we v i e w  the  i n d i v i d u a l ' s  
employer  (manager, " b o s s " )  a s  t h e  e n f o r c e r  o f  c u r r e n t l y -  
e x i s t i n g  s o c i a l  norms. I f  the  i n d i v i d u a l  i s  h i m s e l f  an 
employer ,  i t  i s  assumed t h a t  he con fo rms  t o  the  e x i s t i n g  
norms o f  s o c i e t y ;  o r ,  w i t h i n  t h e  d e f i n e d  env i ronmen t  o f  
t h e  b u s i n e s s  e s t a b l  ishmen t ,  he  s e t s  the  normat  i v e  s t a n d a r d s  
h i m s e l  f .  

I t  i s  a l s o  n o t e d  t h a t  t h e  i n t r o d u c t i o n  o f  e x p l i c i t  
fo rms o f  s o c i a l  c o n t r o l  i n t o  the  env i ronmen t  c o n f l i c t s  
w i t h  the  c l a s s i c a l  ( o r t h o d o x )  independence assumpt ion .  

9. F o r  an o b v i o u s  example f r o m  con tempora ry  (U.S. ) s o c i e t y  -- the  upper  c l a s s  y o u t h  w i t h  u p p e r - c l a s s  e d u c a t i o n  and 
t r a i n i n g ' w h o  r e f u s e s  t o  c u t  h i s  h a i r  t o  g a i n  a p p r o p r i a t e  
employment. 
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