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I

The role of the consumer and of consumption more generally in formal economic analysis has always been a good deal more problematic than Adam Smith’s best-known pronouncement on the subject might suggest:

‘Consumption is the sole end and purpose of all production; and the interest of the producer ought to be attended to, only so far as it may be necessary for promoting that of the consumer.  The maxim is so perfectly self-evident, that it would be absurd to attempt to prove it.’
 

Even that statement cannot be taken entirely at face value.  For if the maxim was self-evident why did Smith still feel it necessary to devote a large part of the Wealth of Nations to ‘a very violent attack’ (his description) on those dominant styles of politico-economic thinking that identified prosperity with policies that advanced producers’ interests?  Smith’s maxim does, nevertheless, contain an important clue to a way of thinking that appears quite regularly in the writings of orthodox economists over the next two hundred years or so.  Exposing the economic costs of various types of monopoly became a leitmotif of post-Smithian political economy, and there is a legitimate line of descent from Smith to Alfred Marshall and beyond that accords priority to the interests of unorganised consumers over the organised interests of producers.  Indeed, Marshall’s concept of ‘consumer’s surplus’ was designed to make articulation of the interests of the ‘silent many’ a professional duty on the part of economists.
  

Our experience of modern forms of neo-liberalism mostly leads us to identify this concern with the orthodox commitment to cosmopolitan free trade and the benefits of competition in delivering the promise contained in the idea of consumer sovereignty.  What modern neo-liberalism does not prepare us for, and sometimes warns us against, is something equally closely associated with the orthodox viewpoint during the nineteenth century.  Competition can only serve the consumer interest when it is a feasible and stable regime; when it is not vitiated by consumer ignorance; and when it does not conflict with collective wants that cannot be registered adequately through market signals.  As answers to these problems economists have pioneered regulatory rules for private and public monopolies and proposed other forms of provision derived from the analysis of market failure and the concept of ‘public goods’, pure or mixed.  Behind such modes of analysis, and the systems of measurement of the public interest they license, lies the belief that the consumer should not be confined to a passive or decorative role similar to that associated with mere constitutional monarchy.  

Why then should the status of the consumer appear as problematic?  One useful point of entry into this question can be found by contrasting Smith’s maxim with one propounded by John Stuart Mill writing half a century later, and doing so from within a common perspective retrospectively labelled as ‘classical’. 

‘….we contend that Political Economy…has nothing to do with the consumption of wealth, further than as the consideration of it is inseparable from that of production, or from that of distribution.  We know not of any laws of the consumption of wealth as the subject of a distinct science: they can be no other than the laws of human enjoyment.  Political economists have never treated of consumption on its own account, but always for the purpose of the inquiry into what manner different kinds of consumption affect the production and distribution of wealth.’
 

The consumer here seems destined to occupy an inert role when judged by later, more enthusiastic conceptions of consumer sovereignty based on the supremacy of subjective individual tastes.
   It does no harm to point to those ways in which the entity labelled ‘classical’ political economy does not have the monolithic qualities attributed to it by later critics and admirers, but on this occasion the conflict between Smith and Mill is more apparent than real.  While production and distribution retained their centrality to the version of Smith’s science constructed by David Ricardo, consumption had become a more troublesome category for a variety of reasons.  In defence of the Ricardian position Mill was being careful to bracket off some interpretations of the role of consumption that supported what he regarded as erroneous conclusions.  

The post-Keynesian distinction between macro- and microeconomics may clarify some of the issues, though it breaks down when pressed too hard on the work of those who would not have accepted all its implications.  On the macroeconomics of employment and growth Ricardians faced a challenge from those who maintained that it was possible for aggregate levels of consumption to fall short of those necessary to achieve full employment.  While not denying the reality of structural unemployment and the effects of what Ricardo called ‘sudden changes in the channels of trade’, it became an article of faith to deny that unemployment could be attributed to aggregate under-consumption seen either as a cyclical phenomenon or as posing a threat of permanent stagnation.  The doctrine underpinning this article of faith became known as Say’s Law of Markets, which maintained that aggregate production always generated enough income to sustain an equivalent level of aggregate consumption, though not necessarily at existing prices, profits, and interest rates. ‘Partial gluts’ could arise when the demand and supply of particular goods was not adjusted to one another, but except under conditions of widespread monetary disorder ‘general gluts’ were impossible.  

The challenge to this orthodox position came from various sources during the Napoleonic wars and the prolonged period of post-1815 depression.  It came from those business and farming circles which attributed unemployment and low profits to the deflationary policies associated with return to the gold standard, and from those who argued that government expenditure, or some other expedient to maintain ‘unproductive’ spending, was necessary to offset a general tendency for capital to accumulate more rapidly than could be sustained at current levels of aggregate demand.  In Mill’s day it was a position associated with the names of Robert Malthus, Thomas Chalmers, and Simonde de Sismondi, whose writings lent credence to more popular diagnoses of under-consumption as the clue to depressed trading conditions and possibly to impending crisis as well.  Some of Mill’s earliest economic writings were devoted to undermining such diagnoses; and he regarded the idea that ‘the great end of legislation in matters of national wealth… was to create consumers’ as one of those ‘palpable absurdities’ that had been unmasked by advances in the science of political economy: ‘The point is fundamental; any difference of opinion on it involves radically different conceptions of political economy, especially in its practical aspect’.
  The absurdity was not palpable enough, however, to discourage the formation of a dissident under-consumptionist tradition, one version of which was to be revived by J. A. Hobson at the end of the century and given a measure of academic respectability when Keynes mounted his own attack on Say’s Law in the 1930s. 

In addition to this macroeconomic fallacy Mill was also guarding against a microeconomic misconception connected with the theory of value.  While market values might fluctuate on a day-to-day basis, under long-run competitive conditions the exchange value of goods whose supply could be augmented would conform to their costs of production.  If supply rather than demand was the ultimate determinant of the majority of exchange values (leaving aside uniquely scarce goods and those produced under monopoly conditions), this constituted another good reason why attention to the minutiae of the shifting tastes of consumers between an almost infinite variety of goods and services was of secondary importance.  It was sufficient to say that markets performed an allocative function, with Ricardo, for example, believing that they usually did so with a high degree of responsiveness to rising or falling profits and prices.  ‘Luxuries’ might come in forms as diverse as human vanity and ingenuity could devise, but for the majority of consumers, those who on any simple utilitarian calculation constituted the public interest, it sufficed to speak collectively of the ‘necessaries’ and ‘conveniences’ that comprised the bulk of their budgets.  Long- and short-term price movements in the key components of such budgets, chiefly food, were central to the question of whether standards of living were rising or falling, and the prices that mattered as far as economic growth was concerned were the average wage rate, the prevailing rate of return on capital, and land rents.  The most crucial choice facing consumers was that between ‘productive’ and ‘unproductive’ consumption (a Smithian distinction revived by Mill), where expenditure of the former type contributed to the accumulation of material wealth and the generation of new forms of employment.  It was to this distinction that Mill was referring when speaking of the manner in which ‘different kinds of consumption affect the production and distribution of wealth’.  Though often presented with neutral analytical or taxonomic intent, the contrast between the two forms of consumption could take on moral and political characteristics when classifying government expenditure alongside wasteful personal indulgence as unproductive.  In brief summary the position could be characterized as one in which macroeconomic imperatives, sometimes fortified by moral ones, took precedence over those microeconomic concerns that were to preoccupy a later generation of what -- again retrospectively -- became known as ‘neo-classical’ economics.  

II

Before turning to the new microeconomic concerns associated with neo-classical economics in the period that stretches from the late 1860s to the 1890s and beyond, it is necessary to consider the views of some earlier authors who were unconvinced by the Ricardian approach to the theory of value via labour inputs and costs of production.  The opposed position was one that defined political economy as ‘catallactics’ or the science of exchanges, and considered utility or use values to be the proper measure and main determinant of exchange values.  Although there were British exponents of this view (Richard Whately was responsible for suggesting catallactics as a suitable label in 1832), it was more generally associated with a ‘French school’ of utility theorists that could be traced back to Condillac and Le Trosne in the previous century.
  The economist whose name was attached to the orthodox macroeconomic position, Jean-Baptiste Say, appeared on this occasion within the ranks of the opposition.  By stressing the role of utility as a measure of value Say was able to be more accommodating to services as a source of wealth than many of Smith’s British followers were inclined to be.  But from the late 1840s onward, in the eyes of those who later sought to overthrow the cost-of-production approach to exchange value, Say was to be outshone by a more popular French author, Frédéric Bastiat, for whom the slogans libre échange and services pour services combined explanatory power with normative defence of private property against the claims of protectionists and socialists.  Bastiat’s polemical writings, collected together as Sophismes économiques (1846) and Harmonies économiques (1850) appeared in English translations from the 1860s onward and proved attractive to Cobdenite free traders for their expositions of the fallacies of protectionism.  They were also appreciated for their providentialist underpinnings and other ideological features, bearing in mind that for Cobden and many of his supporters free trade was no less than ‘the International Law of the Almighty’, promising peace and prosperity for all.
  Bastiat’s writings provided definitive answers of a natural order variety to post-1848 socialists in France, particularly Fourier, Considérant, Proudhon, and Louis Blanc -- answers that could be recycled when resisting the advancing tide of collectivism in late nineteenth-century Britain.  For this reason they were put to use by followers of the ultra-individualistic ideas of Herbert Spencer during the late Victorian period as part of the defensive armoury against attacks on private property and encroachment by the state.
     

Little of this was apparent to Mill when writing his Principles in the 1840s.  But he was aware of the catallactic interpretation of the science and the work of some of its French advocates: he thought of it as being ‘too confined’ to serve as a definition of the science.  It gave too prominent a place to exchange when compared with the two other main branches of political economy concerned with production and distribution.  The laws of production being based on physical laws did not depend on exchange.  Nor was exchange vital to distribution: 

‘Even in the present system of industrial life, in which employments are minutely sub-divided, and all concerned in production depend for their remuneration on the price of a particular commodity, exchange is not the fundamental law of the distribution of the produce, no more than roads and carriages are the essential laws of motion, but merely a part of the machinery for effecting it.’
  

Exchange and the whole subject of value were postponed until Book III of the Principles.  On this matter Mill was speaking with his own voice rather than as a disciple of Ricardo: he was underlining one of his main innovations, the distinction between the laws of production and those regulating distribution.  While the former set physical limits to what could be achieved at any given state of the productive arts, the latter were ‘a matter of human institution solely’.  By introducing this distinction Mill hoped to achieve two objects: first, to break what had seemed to be an indissoluble link between political economy and a particular set of competitive and capitalistic institutions; and secondly, to create the necessary space for empirical and speculative inquiry into those modes of distribution that would follow from different types of property relations that included experiments along cooperative lines and peasant proprietorship.  

Smith’s welfare criteria made an increase in the absolute share of income going to wage earners an essential ingredient in the definition of opulence or economic growth.
  In that sense Mill does not mark a shift of alignment within classical political economy from the consumer to the producer as represented by the labouring or wage-earning classes.  But Mill was going further in the same direction by making relative improvement in the condition of these classes a welfare condition based on the standards of distributive justice that ought to be applied to their condition in future.  Co-operative enterprises that curbed the conflict between capital and labour, protected working-class consumers from unscrupulous middlemen, and shifted the distribution of income in favour of wage earners became one of his main hopes for the future.  It was for this change of emphasis in a ‘socialist’ direction that Mill became a dangerous influence in the eyes of some contemporary adherents to the French school.  Their suspicions were aroused when Mill took the lead in a campaign for the reform of the English system of land tenure and advocated taxation of the ‘unearned increment’ in rents; and when he defended the cooperative workshop experiments taking place in France after the 1848 revolution.  The suspicions were amply confirmed when they learned from his posthumously published Autobiography that he and his wife were happy to be classed as ‘decidedly under the general designation of Socialists’.
   After his death in 1873, what Mill’s socialism-of-the-future amounted to, and whether it was compatible with his status as the leading exponent of orthodox political economy in Britain, was to preoccupy many of those brought up under his guidance.  Short answers are still not easy to formulate, but as far as the role of the consumer is concerned it is important to note one further problematic dimension.  

Those followers of the French school who were strongly committed to an approach to the theory of value via utility; those who, on one reading of the evidence, were most keen to enthrone the consumer as the ultimate arbiter in economic affairs, were also dedicated to the sanctity of private property and the incomes derived from it.   It followed from the pre-eminent worth they attached to the individual’s freedom to enter into all forms of contractual relationship that they were less inclined to tolerate the kind of interventionist measures designed to protect workers and consumers proposed by more pragmatic exponents of economic liberalism.  Mill came to define this category, though instead of being regarded as some kind of radical liberal, which he undoubtedly was, some of his more enraged opponents thought him guilty of the sin of ‘communism’.
  

Landownership and rental incomes brought the differences between Mill and the French school to a head, especially when he seemed (erroneously as it happens) to have given a posthumous blessing to more radical campaigns for land nationalization and the ‘single tax’ cause espoused by Henry George in the 1880s.  For libre échangistes, while ‘feudal’ restrictions on the commercial availability of land were to be condemned, along with the ‘artificial’ monopoly created by protection to domestic agriculture, the ‘natural’ monopoly established via exclusive property rights was more akin to fulfilment of a divine plan for making the best use of given resources.  The market price or rent that could be earned from such natural monopolies was justified as payment for a valued service.  It had the further advantage of setting a scarcity price that induced users of its services to tailor use to need.  The products of labour, land, and capital possess utility and hence value to us in meeting our needs as consumers.  Wages, rent, and profits were therefore the effect rather than the cause of value.  Free markets provided the incentives necessary to maximise utilities at minimum cost.  In doing so they also generated a just system of rewards to the different contributing factors of production.
  Laissez-faire, therefore, was more than a general maxim or rule of thumb to which significant exceptions could be made on empirical grounds – the position Mill adopted when surveying the necessary and optional roles of government in Book V of his Principles.  

Mill thoroughly approved of the attack on Bastiat and the French school mounted by his closest disciple in economic matters, J. E. Cairnes, when divorcing the science of political economy from laissez-faire conclusions and normative issues involving justice and natural right.  The ‘plausible optimist falsities’ of Bastiat’s Harmonies économiques, Cairnes maintained, confused the idea that human interests were harmonious with the statement that class interests were as well.  Bastiat and his followers overlooked the powerful part played by ‘passion, prejudice, custom, ésprit de corps, class interest’ in human affairs, all those forces that led interested parties to confuse their interests with the public good.
   Mill’s support for Cairnes on this matter amounts to an explicit denial that the invisible hand was endowed with providential properties for harmonising human activities.  In Mill’s words, there were no grounds for believing that ‘the economic phenomena of society as at present constituted always arrange themselves spontaneously in the way which is most for the common good or that the interest of all classes are fundamentally the same.’ 
   

What makes the conclusion derived from this minor passage of arms of greater significance is that the Mill-Cairnes position describes the basic outlook of the first generation of ‘professional’ or academic economists in Britain, including such manifestly post-classical authors as Stanley Jevons, Henry Sidgwick, Marshall, and Francis Edgeworth.  It also includes Léon Walras, who had his own scores to settle with the fundamentalist forms of liberalism that dominated the academic life of economists in France.
  In other words, the classical/neo-classical dividing line, a far more ragged affair on the historical ground than it is in textbooks, though it was of importance to the ways in which economic theorists defined their task, does not mark a significant division when considering attitudes towards consumer protection and state intervention more generally.
       

Mill’s brand of co-operative socialism with a hopeful evolutionary twist had to be reconciled with the arguments of his essay On Liberty.  Although he endorsed some interesting state initiatives in economic affairs, and supported novel municipal ones in the case of public utilities, he was not a state socialist of the kind later defined by Sidney and Beatrice Webb, powerful though Mill’s influence was on the male partner in this marriage.
  Mill reminded the socialists of his own day that competition had its good side when labour was the scarce commodity; and that the opposite of competition was not cooperation but monopoly, where this could be as damaging to the interests of wage-earners as low wages.  The kind of cooperative enterprises that Mill favoured competed with one another as well as with other types of enterprise.  In this respect Mill remained within the orthodox pro-consumer camp, anxious to protect consumers from becoming the victims of fraudulent traders and the monopolistic and oligopolistic activities of railway companies and those supplying public utilities such as gas and water.
  

Public utilities, notably roads and bridges constructed at public expense, and privately financed railways with their ‘natural’ monopoly features and powers, were both fields in which the new tools of analysis associated with neo-classical economics first showed their paces.  Indeed, the new utility theorists of the 1870s and beyond might be said to be engaged in a process of rediscovering what engineer-economists, notably Jules Dupuit, had already established in the 1840s when proposing solutions to the problems of what prices should be charged for the use of public investments in roads and bridges.  These methods added considerably to the precision with which the net benefits of public projects could be estimated, with the distinction between average and marginal costs and revenues later providing a more sophisticated way of setting the pricing rules that should be adopted by regulatory regimes.  Lacking such methods of analysis and measurement did not mean that Mill was incapable of appreciating the basic issues facing the consumers of services provided by privately controlled public utilities.  But he was cut off from some of these later developments by the dogmatic way in which he maintained that the existing cost-of-production approach to value left nothing more to be said on the subject, and by his denial that ‘the laws of human enjoyment’, the ‘laws of the consumption of wealth’, were a legitimate part of the economists’ province.  

The reasons why Mill qua economist could find no place for the laws of human enjoyment in his scheme of things, and was not impressed by the new generation of utility theorists emerging in the 1870s, go the heart of his position as an exponent of a ‘positive’ or experiential methodology for the social sciences.
  But in essence the answer can be found in Ricardo’s simple denial of the truth of Say’s attempt to make utility the measure of value: ‘Value in use cannot be measured by any known standard; it is differently estimated by different persons’.
  What appeared to be another palpable absurdity, then, a theory of value built upon foundations that seemed to offer no scope for objective comparisons over time, still less inter-personal ones that could be aggregated, was, of course, to be the challenge taken up by the next generation of utility theorists and all their modern successors working in such fields as consumer choice and welfare economics.

III

Jevons, acting in a spirit of angry iconoclasm, placed himself at the head of this generation in Britain when he published his Theory of Political Economy in 1871.  It was with a mixture of disappointment and satisfaction that he later discovered he had many predecessors, some English and German, but mostly French, in what had begun as a lonely personal quest for scientific recognition.  Standing the Ricardo-Mill tradition on its head, he maintained that ‘value depends entirely on utility’.  The laws of human enjoyment explored by Jeremy Bentham as part of a concern with the intensity, duration, certainty, and propinquity of pleasures and pains could provide a foundation for a theory of economic maximisation that had universal application.  The pure or abstract version of the science of political economy under static conditions turned on ‘the mechanics of utility and self-interest’.  Pleasure maximisation and pain minimisation was the problem for any basic theory of economic life.  Hence Jevons’s revolutionary manifesto urging the abandonment of the ‘mazy and preposterous assumptions’ of the Ricardo-Mill attempt to base value on costs of production: ‘Our English Economists have been living in a fool’s paradise.  The truth is with the French School, and the sooner we recognise the fact, the better it will be for all the world.’
  With his newly acquired understanding of the pre-history of the utility tradition he could express his aim as one of making explicit the mathematics that underlay Bastiat’s simple harmonious circle of ‘wants, efforts, satisfaction’.
  Reduced to its essence economic behaviour entailed an inquiry into the way in which we achieve an optimal relationship between our efforts and our wants. 

Amid the bold programmatics of Jevons’s aim to transform economics into a quantitative and hence a mathematical science it is easy to overlook the modesty with which he presented his initial findings.  Unlike Mill (and Marshall later) Jevons did not claim to be advancing ‘a systematic view of Economics’ and was never able to complete a later attempt to do so.
  He was also frank in conceding that it was not possible to ‘weigh, nor gauge, nor test the feelings of the mind: there is no unit of labour, or suffering, or enjoyment.’  Nevertheless, even if we had no direct unit of measurement the feelings that underlay our buying and selling behaviour were quantitative; and they could be estimated by our willingness to pay various prices to meet our needs: ‘The will is our pendulum, and its oscillations are minutely registered in the price lists of the markets’.  He conceded, however, that economics only dealt with ‘the lowest rank of feelings’: it had nothing to say about the ‘higher calculus of moral right and wrong’ that ‘would be needed to show how [man] may best employ that wealth for the good of others as well as himself’.
  

In saying this Jevons was merely upholding the neutral or a-moral stance towards goods and the life-styles they supported that economists, classical and neo-classical, felt it necessary to sustain when giving formal definitions of wealth-seeking activities.
  Walter Bagehot, a contemporary of Jevons, though speaking as one of the last of the Ricardians, expressed it more provocatively.  The economist did not ask whether only the best of human wants ought to be encouraged: ‘He regards a pot of beer and a picture, a book of religion and a pack of cards, as all equally “wealth”, and therefore, for his purpose, equally worthy of regard’.
   In making this remark Bagehot was partly responding to the vocal moral critics of political economy, notably John Ruskin, partly distancing himself from Bastiat’s claims that the economics of free markets could deliver the best of all possible worlds.  

For a mixture of what might be described as ‘technical’ and ‘professional’ reasons, then, the orthodox neo-classical approach to consumer behaviour was exactly what Jevons said it was, the mechanics of utility and self-interest.  On the basis of the law of diminishing marginal utility economists could say something about the satiability of wants, those belonging to the lower rank at least, and could take a renewed interest in the stock-flow problems posed by durable and perishable consumer goods.  Jevons, for example, has some interesting things to say about utilisation over time, about the effects of fashion and luxury, and about the recycling of discarded goods and waste by-products.
  After repeating the mantra that ‘the economist must take the nature of the man or the woman as he finds it’, he found it impossible to ‘resist pointing out how slight an alteration of wants and tastes would often result in a great increase of wealth’.
  In addition to believing that the English prejudice against non-white breads was harmful to working-class budgets and health, he had strong views on the degrading, drink-sodden enjoyments of the industrial working classes.  Bagehot’s ‘pot of beer’, taken in quantity, could not be regarded with moral equanimity.  More significantly, despite his acknowledgement of the contribution made by Bastiat and the French school, and a general antagonism to socialism, he was well disposed towards a wide range of public goods: ‘There can be little doubt that, as civilisation progresses and the political organisation of peoples is gradually developed and perfected, the public expenditure in works of utility will increase to the average advantage of everybody.’
  If anything, Jevons was more fearful than Mill of the effect of the monopolistic powers of trade unions on consumer interests, but he matched Mill in his support for industrial co-partnership as a solution to industrial strife.  Arguing from a Unitarian perspective, Jevons held that providential wisdom could take care of many problems better than any legislator, but reason was also a divine gift and could be used, via a series of practical legislative experiments, to provide a pragmatic guide to future intervention.
  

Jevons’s revolution certainly resulted in greater attention being paid to the demand factor, and in the hands of Marshall and others it led to greater sophistication in classifying the results that could emerge from various types of market, with the period allowed for adjustment to shifting demands occupying a prominent role.  In addition to his distinctions between short- and long-run adjustment, Marshall was responsible for forging many of the tools used by future generations of economists when dealing with consumer behaviour empirically and from a welfare perspective: demand schedules and price elasticities of demand (including oddities such as Giffen goods that could generate upward-sloping demand curves) together with consumer’s surplus and its producer equivalents.  Since consumer’s surplus was an attempt to revive Dupuit’s measurement of the total as opposed to the marginal utility that consumers derived from their consumption, Marshall was taking the utility approach to exchange value one stage further than Jevons had done.  He was also less squeamish about the possibilities for inter-personal comparisons of utility.
  This remains true even when allowance is made for the restrictive assumptions on which Marshall constructed his partial equilibrium demand schedules – the schedules that encouraged him to believe that under certain conditions the gains and losses in total utility arising from price changes could be estimated.       

Once again, however, appearances can be misleading.  Marshall deplored Jevons’s iconoclastic strategy and was not prepared to publish his Principles of Economics, the new ‘organon’ for the science that would replace Mill, until he had found a way of reconciling the older classical ideas on exchange value (supply-side factors) with the newer ones based on utility theory (demand-side factors).  This entailed some over-generous reinterpretation and rehabilitation of the cost-of-production theories advanced by Ricardo and Mill.
  It also accounts for Marshall’s decidedly downbeat treatment of what Jevons had believed to be liberating discoveries or re-discoveries.  Since Marshall had good claims to be among the independent discoverers of the significance of marginal utility, his luke-warmness cannot be attributed solely to personal pique at being forestalled by Jevons.  Classical economists, he maintained, had said little on the subject because ‘they really had not much to say that was not the common property of all sensible people’.  The recent revival of interest could be attributed to ‘mathematical habits of thought’ and the new possibilities for making use of statistical evidence on consumption ‘to throw light on difficult questions of great importance to public wellbeing’.  Marshall also claimed that ‘the spirit of the age’ required economists ‘to examine how far the exchange value of any element of wealth, whether in collective or individual use, represents accurately the addition which it makes to happiness and wellbeing’.
   

The greater ease with which economic quantities could be measured via the price mechanism was Marshall’s main reason for believing that economics could advance more surely and rapidly than other social sciences.  But while measurement as the basis of science was crucial to Marshall’s enterprise he was unhappy with the hedonistic implications of Jevons’s approach.  This can be gauged by various typically Marshallian attempts to modify linguistic usage.  Just as he substituted ‘man in the ordinary business of life’ for ‘economic man’, refused to distinguish between ‘selfish’ and ‘altruistic’ motives, and preferred ‘analysis’ to ‘theory’ and ‘satisfaction’ to ‘pleasure’, so he also sought to distinguish his version of the science from what he described as Jevons’s ‘hedonics’.
  Above all, despite devoting an early section (Book III) of his Principles of Economics to ‘wants and their satisfaction’, he made it clear that wants ruled life only in the animal or lower stages of existence.  In more civilised states they played a dependent role when compared with ‘efforts and activities’, those relations into which people entered in the course of their working or productive lives and by which their ‘characters’ were formed, for good or ill.  The adjustment of wants to activities and the creation of new wants as a result of new activities was the foundation on which he wished to build his own scientific edifice rather than on any theory of consumption alone.  Character-formation as a result of quasi-Darwinian processes of adaptation to changes in the work environment lay at the centre of Marshall’s contribution to a subject to which he would have loathed to be described as contributing, namely sociology.
  As an economic imperialist, his own preference was to be regarded as someone who had redrawn the boundaries of economics sufficiently generously to make these larger ‘organic’ (as opposed to ‘mechanical’) themes part of the most advanced of the social sciences.  Hence, of course, his well-known statement that ‘the Mecca of the economist lies in economic biology rather than in economic dynamics’.
  This Mecca receded with every step Marshall took towards it, but the signs of the search can be found in such concepts as that of ‘external economies’ and in other ways in which Marshallian firms form supra-market, synergistic relations with each other, their employees, and consumers of their products.
 

Marshall was also opposed to the ‘maximum satisfaction’ school of thought represented by Bastiat and some more recent continental thinkers.
  In essence his reasons for rejecting this school do not differ from those given earlier by Mill and Cairnes, though use of the surplus concept provided a more precise way of assisting the ‘spirit of the age’ in demonstrating that the market price of goods did not always represent the best outcome when viewed from a welfare perspective.  The doctrine of ‘maximum satisfaction’ embodied attitudes of complacency towards economic outcomes that Marshall consistently opposed.  Equity, or the distribution of consumers’ and producers’ incomes, always needed to be considered alongside economic efficiency when making welfare judgements.  The satisfaction attached to an extra pound of income or expenditure in the hands of the poor was greater than those of the rich.
  Expanding the output of increasing returns industries benefited the community, while doing the same with decreasing returns industries had the opposite effect.  As Cairnes had argued earlier, conflicts between private and public interests were legion in economic life.  Professional students of the science were capable of arbitrating in such conflicts, possibly by means of Marshall’s measuring rods.  Beyond these technocratic possibilities, Marshall, in common with Jevons, could not ‘resist’ recording his judgements (often of a paternalistic kind) on the uses and misuses of wealth by rich and poor consumers alike.  Indeed, he brought the business of making such judgements to a fine art in his effort to convince his late-Victorian public that economics had much to contribute to the attainment of altruistic or ‘noble’ ends.        
IV

What has been said so far amounts to little more than a selective narrative of the role assigned to consumer behaviour and consumption generally in the mainstream writings of a sequence of leading British economists considered over a century or more.  It ignores the nuances and qualifications that would be necessary in a fuller account, but it may have some use in suggesting why Smith’s maxim is by no means self-evident as a guide to the way in which economists have treated the consumer when defining the territory that their science was designed to explore.  Though couched mainly in ‘internalist’ terms, the story also contains some hints that reveal how the economists selected for attention would have approached the larger ‘external’ issues raised by consumer behaviour when engaged in applied economics and when writing as political economists in the larger sense. 

To students of consumer culture and to those who are not especially interested in the formalities of the history of economic thinking, I suspect my story will appear bloodless -- overly intellectual, lacking a material base and having no obvious material result.  One obvious defence would be to say that those about whom I have chosen to speak were in the business of creating or reformulating a science that could support research and be taught to others.   Inescapably, that is an intellectual activity, even when the results are merely pedagogic aids to clear thinking.  Intellectual fashions play a part here.  It is not insignificant that the post-1870 generation of economists had mathematical and natural scientific backgrounds.  Enthusiasm for the new physics and classical mechanics shaped the thinking of Jevons, Walras, Marshall, and Edgeworth.  Broadly, it supported the idea that the absence of units of exact measurement was not a barrier to use of differential calculus in posing and even solving problems that could not be posed in any other way.  Other developments in psycho-physics were especially important to Edgeworth: for example, the Fechner experiments in establishing the ebenmärklich or just perceivable response to a pleasure or pain stimulus.
  But pointing to these ways in which it was possible for an economist to become a mathematical utilitarian of the Edgeworth variety does not shift the problem of interpretation in a markedly materialist direction.   

Previous attempts to furnish a materialist background to the marginal revolution, linking it with stages in the development of capitalism, have mostly fallen foul of the messy historical contingency of the process.  There was nothing sacrosanct about the almost simultaneous publication of the works of Jevons, Walras, and Menger in the 1870s, the last of whom was not known to Jevons and only became known to Walras in the subsequent decade.  Their discovery of marginal utility was clearly a rediscovery with precursors writing in several different languages over the previous century.
  Moreover, if I am right, the division between classical and the Jevonian, Walrasian, and Marshallian modes of neo-classical thinking does not provide a decisive clue to economists’ practical views on consumers and consumption.    

It is even harder to link the interest in consumer behaviour with novel developments in material culture centring on the rise of consumer society, a subject on which it is possible for historians to disagree by more than a couple of centuries.
  Mass consumer society might be a nineteenth- and twentieth-century phenomenon connected with urbanisation and rising standards of living, but I do not see many signs of its being a major influence on the thinking of professional economists – the ones I have considered at least.  If I had chosen to deal with more dissident voices, such as those of Thorstein Veblen and Simon Patten in the United States, or Ruskin and Hobson in Britain, a very different picture would emerge.  Each in their different ways contested the neutral or a-moral stance towards the world of goods that orthodox economists, when speaking as scientists at least, attempted to sustain.  Dissidents were also more attracted to institutionalist and evolutionary approaches to economic behaviour than to the comparative static approaches that were, in defiance of Marshall’s hopes, the first fruits of neo-classicism.  From a consumer perspective, the heterodox picture would be one in which ‘conspicuous consumption’, the economics of abundance, and the pathology of misdirected consumption and under-consumption was far more central.  

Surveying the scene from an Austrian perspective, with its interest in Güterqualität and distinctions between goods of higher and lower order, its opposition to mathematical models based on mutual determination, and its Mengerian emphasis on unintended consequences, would yield another very different picture.  Judged by what such later exponents as Ludwig von Mises and Friedrich von Hayek have made of the Austrian inheritance, it would have libertarian features that bring us back to Bastiat and some of his admirers in the Spencerian camp.  Alternatively, if I had taken my cue from the work of social and economic statisticians, men of the stamp of Ernst Engel, another set of emphases would have emerged.  Engel, after all, successfully measured what the more theoretical and qualitative observers merely made the subject of conjectural history: the income elasticity of household demand over time.   

Consumer protection and consumer cooperatives are another matter.  Here economists did have some tangible promptings from their material environment.  Observations of the comparative ‘stickiness’ of retail as opposed to wholesale prices stimulated some early attempts to explain this phenomenon and to assess the consequences of over-investment in the distributive trades relative to those engaged in production.  Once more, however, it would be difficult to claim that the more precise methods of analysis associated with neo-classical economics modified the principal conclusions: nineteenth-century inferences that turned on ‘social waste’ and ‘adulteration’ emerged in the twentieth century as ‘excess capacity’ and such non-price forms of competition as the creation of niche markets through advertising and brand names.
  The record of support for consumer cooperatives is also a fairly consistent one from Mill through Jevons to Marshall.  Economists did not create them, but they did more than give them respectability in the eyes of the middle classes.  They assessed the strengths and weaknesses of the cooperative movement, and were, if anything, over-sanguine about its long-term prospects as a way of organising retailing. 

The cholera outbreaks of the 1840s and 50s did a great deal to concentrate the mind on the problems of London’s water supply, and hence on the inadequacies of public utility provision.  Regulation of railway pricing was also a response to novel circumstances.  And if, like Dupuit, your job description entailed being a civil engineer in the Ecoles des Mines et Ponts et Chaussées, finding ways of articulating public benefits was what one got paid for.
  Nothing could be more crudely materialist than that, though it says little about how Dupuit performed his duties.  Marshall’s claims on behalf of the professionally trained economist were a good deal more pious-sounding, but that should not lead one to dismiss them on that ground alone.  After all, the Marshallian surpluses and concern with externalities, when developed by Arthur Cecil Pigou, his pupil and successor to the Cambridge Chair into a full-blown economics of welfare, remains an essential tool in public debate on a wide range of environmental issues.
  One could also make a good case for saying that when orthodox economists weighed in on the side of free trade against Joseph Chamberlain’s tariff reform campaign at the turn of the century, they were helping to seal the bond between citizenship and being a consumer forged in the anti-Corn Law debates of the 1840s.
  Many of those who rejected tariff reform by voting Liberal in 1906 were not simply voting with their wallets and shopping baskets: they had become convinced that free trade was an issue that involved their status as citizens and patriots.
  

If one had to select a concrete historical fact on which to peg such phenomena it would be political rather than economic: the extension of the suffrage to urban and rural working-class males in 1867 and 1884 respectively.  A politics of the consumer -- more than the politics of the producer -- requires a mass electorate that could be appealed to and manipulated by the new democratic style of politics ushered in by extension of the suffrage.  Moments when consumers form movements and assume a collective identity, moments when they cast off the anonymity that attaches to a role that all of us routinely and sometimes playfully perform, are interesting ones -- more interesting, in some respects, than those in which we act in our capacity as tax-payers or benefit-receivers.  Frank Trentmann has convincingly argued that it is only under some rather special conditions that a consumer culture eventuates in a consumer politics: the former usually comes without the latter.
  

What contribution modern economics can make to the understanding of cultures of consumption would require a separate paper written by someone more in touch with the latest developments than I can claim to be.   Economists have often been accused of favouring Hermann Goering’s (actually Hanns Johst’s) view of ‘culture’ as something that makes him reach for his revolver.  While this may be apocryphal a great deal of attention has been confined to the mechanics of self interest and utility, the formal analysis of rational consumer choice under conditions in which tastes and technology can be taken as given.  The award of the Nobel Prize in Economics in 2002 to Daniel Kahneman and Vernon L. Smith for work on the borderline between economics and psychology and for conducting successful laboratory experiments on market rationality suggests that crossing disciplinary borders is not taboo for economists.  Over a much longer period of time economists have often been more interesting as students of consumer culture when they have done so outside the confines of conventional economic theorising.  This is certainly true of Adam Smith, who had a great deal to say about the restless role of social emulation in shaping consumer behaviour, and whose models of economic development would not make much sense if he had ducked the problem of shifting patterns of consumer behaviour. 
  But those are the very parts of Smith that are more of interest to historians than to modern economists, and I am sure the same is true of Jevons’s and Marshall’s Victorian moralising on the uses and misuses of wealth. 

At one time nothing so vulgar as ‘marketing’ was allowed to sully the purity of the micro-economic textbook treatments of supply and demand, according to which it was essential to stress the independence of the two sets of forces under analysis.  Judging quality by price, as in ‘snob’ markets, posed anomalies similar to Marshall’s Giffen goods: they pointed up more general rules.  It was only when he went beyond comparative statics that Marshall was able to confront marketing and mass retailing more frontally.  Witness the interesting chapters in his book on Industry and Trade which deal with buyers’ and sellers’ markets, fashion goods, branding, advertising, department stores, chains, and cooperatives.
  But Marshall was exceptional in his anxiety to demonstrate the realism of his grasp on the modern economic world, and one of his reasons for favouring ‘analysis’ over ‘theory’ was that he wanted a word that united theory with empirical inquiries.  As with maximum satisfaction, Marshall was not keen to develop models based on pure or perfect competition.  Those who later developed theories of monopolistic competition were not merely being polite in expressing indebtedness to Marshall.  Economists have, of course, made some notable contributions to modern types of neo-liberalism, Viennese or Chicago style.  The effect of this may have been to suggest that consumers do not need to organise or be given protection outside the usual laws against fraud when their interests are fully catered for under a regime of competitive markets, actual or constructed by means of a judicial rearrangement of property rights.  The status of the consumer has been problematic precisely because neo-liberalism has never exhausted what economists have wished to say on the subject.    

� An Inquiry into the Nature and Causes of the Wealth of Nations, Glasgow edition of the Works and Correspondence of Adam Smith, 1976, vol. II, p. 660 ( IV.viii. 49).
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� For a recent treatment of this see Manuela Mosca, ‘Jules Dupuit, the French “Ingénieurs Économistes” and the Société d’Économie Politique’, in G. Faccarello (ed), Studies in the History of French Political Economy, Routledge, 1998.
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