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Preface

The purpose of this book is to provide an introduction to the study of
contemporary society for college students. The method employed is
the balanced discussion of controversial interpretations of problems that
have been persistently before the American public over a period of years.
Stress is laid on the frictions in modern society which limit the smooth
operation of its parts and thus postpone the attainment of maximum
individual and social achievement. All sides of controversial questions
arising from these issues are presented so that the student may reach a
considered solution based upon all the pertinent arguments.

The aim is also to undermine the complacency of the student by
making him aware of current social trends. This interest when once
cngendered leads the student to specialized books and documents for
d@bcriptive and factual materials which explain the operation of the
social agencies involved in the problems surveyed. To familiarize the
students with such sources the authors have included an unusually
large number of quotations and many references.

The general plan of the course for which this text now provides was
outlined by Mr. Oppenheimer in 1924. He conducted the course and
prepared the early textual materials up to September, 1930. Mr. Paus-
tian has continued the development of the course and textual materials
since 1931. In its present form this book represents the seventh revision
and is based upon experience gathered from instructing several thousand
college freshmen.

In the preparation of the early manuscripts of this book important
research studies dealing with modern contemporary social problems
were used in determining the organization and materials. The general
outline of the problems was determined from W. W. Charters’
Women’s Education: A Functional Analysis. A detailed study of trends
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vi Preface

in American life was made through the examination of titles of articles
found in the Reader’s Guide to Periodical Literature by five-ycar periods
from 1900 to 1930.!

It should be emphasized that this book represents an effort to intro-
duce the student to the field of human relations. There is no discernible
limit to the number of problems that might be included in such a book.
The intent of the authors has been to offer a sufficiently large sampling
of social problems and the literature pertaining thereto to enable the
student who has had this introduction to continue using similar methods
in subsequent study. We believe that the problems discussed and the
methods of investigation here presented give a sufficient training in the
analysis of social problems to make possible for the interested student
intelligent study of any similar problems.

We are under heavy obligations to many persons who have helped
make this book possible. To President James M. Wood of Stephens
College for his patient and continuing interest in developing this course;
to Dr. W. W. Charters for his detached but sympathetic criticism of
every step in the years’ experimental growth of the text; to the several
thousand students who valiantly struggled through six successive experi-
mental editions while the course was being established.

The studies accompanying the development of this project at Stephens
College through the years were made possible by grants from the General
Educational Board.

In the fullest sense this book represents the cooperative efforts of
many persons. The testing of the content, approach, and organization
of the course materials was accomplished with the aid of a group of
instructors who worked enthusiastically on this academic venture.
Mr. Oppenheimer collected the material and produced the first three
revisions of this manusecript. Among the cooperating instructors in the
period prior to September, 1930, were Dr. Mabel Elliott, Mr. Walter
Essman, and Dr. Willis Carter Beasley. All these assisted in the collec-
tion of the materials and aided in the preparation of the carly revisions
of this book. Among those cooperating in offering this course in more
recent years are Messrs. Henry A. Bowman, John C. Crighton, John A.
Decker, Thomas K. Hitch, and B. Lamar Johnson; the Misses Virginia

1 Other research studies that should be mentioned are those of H. Meltzer, Chil-
dren’s Social Concepts, Contributions to Education, Bureau of Publications, Teachers
College, Columbia University; John A. Hockett, Determination of Major Social
Problems of American Life, 1927; Neil Billings, Determination of Generalizations Basic
to the Soctal Studies Curriculum, Warwick and York, 1929; Department of Superin-
tendence, The Social Studies Curriculum, Fourteenth Yearbook, 1936. For a detailed
account of a problem approach to the social studies the reader is referred to B. L.
Johnson, What about Survey Courses? Henry Holt & Company, Inc., 1937, Chap.
XXII.
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Brown, Dorothy Martin, Harriet J. Nordhem, and Wilma Pugh. Pro-
fessor Erwin C. Paustian read the last three revisions of the manusecript.
For assistance in research and secretarial work acknowledgment should
be made to the Misses Bernice Linderman, Mabel Cowan, Frieda Hollis,
Margery Hitchings, and Mary McHarg and to Mesdames J. E. Cropp,
A. F. Kuhlman, Mary Asbury McKay, and the Messrs. Walter Essman
and John R. Foster. Miss Loeta L. Johns compiled the index.

Paur W. PausTian,
J. J. OPPENHEIMER.
CoLuMBIA, MISSOURI,
LouisviLLE, KENTUCKY,
August, 1938.
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(Chapter 1
Problems Confronting

Consumers

Among the more intimate problems of family life is the perennially
recurring difficulty of balancing the family budget. Whether it is a small
item such as the purchase of toothpaste, a bar of candy, or a small box of
thumbtacks or the more important question of renting a house, buying a
farm, or purchasing an automobile a problem in consumption is involved.
Have you ever paused to consider the variety of difficulties confronting
the American homemaker in purchasing the many individual items that
constitute the daily demand schedule of even moderately situated Ameri-
cans? Has it ever occurred to you that selecting the things to be pur-
chased and the actual buying of goods are almost entirely left to chance as
far as any guidance, education, or protection for the consumer is con-
cerned? In this chapter the plight of the consumer in the United States
is briefly surveyed.

THE CONSUMER’S INCOME IS LIMITED

Practically everyone is subject to a limited money income. Hence,
consumers’ problems affect each and every individual who has even as
much as a nickel to spend. In a sense the consumer’s problem is one of
“getting his money’s worth,”” as Stuart Chase and F. J. Schlink have
suggested in their book, Your Money’s Worth. Achieving the ability to
consume wisely and with satisfaction is a goal worthy of the efforts
of every student of contemporary affairs. For in the last analysis, if the
consumer is subjected to underconsumption over any long period of time,
his dissatisfaction may eventually force him into action to bring the
limiting conditions under control in the interests of the underprivileged
consumers. This seems to be true of consumers in their present insistence
on action to better their status.

3



4 Problems of Wealth and Social Organization

THE AIM OF PRODUCTION IS CONSUMPTION

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. But in the mercantile system, the
interest of the consumer is almost constantly sacrificed to that of the producer;
and it seems to consider production, and not consumption, as the ultimate end
and object of all industry and commerce.?

THE PROFIT MOTIVE AND THE CONSUMER

We live in a money economy in which our whole economic activity is
geared to the production of goods for sale. The sale of goods at a profit
is the chief motive for economic endeavor of the American people. It is
true that certain by-products have arisen from this complex economic
activity in pursuit of profit. Among them are the achievement of
economic power through the control of the means of production, the
production of serviceable goods, and the attainment of social position
and prestige in the community. To anyone who studies contemporary
economic life it is clear that the driving force is the profit motive and that
any socially desirable results of that drive are more or less incidental.
However, if we consider economic life from a social point of view and seek
to discover a rational basis for the production of wealth, we come to the
conclusion that production is not and cannot be an end in itself. The aim
and goal of production must be defined in terms of human welfare; in
other words, the end of production is consumption.

It may seem strange to the student upon entering this field of study to
experience difficulties in discovering and defining the consumer for whom
the whole economic system supposedly exists. We have said that
goods are produced only in order to be consumed. Opposed to this
statement, however, is the fact that in modern economic life, economic
activity is carried on in order to achieve a profit from the sale of the goods
produced. Unless the consumers gain control of sufficient purchasing
power to buy the goods produced, it is evident that the producer will not
be able to make a profit without readjusting his scale of production.
Furthermore, unless the consumer who has purchased goods receives
satisfaction through the act of consuming those goods, additional goods
of the same type will not be purchased by the same consumer. To this
extent at least there is a possible connection between the production of
goods for sale at a profit and the production of goods to be used by satisfied
consumers. The whole stress, however, in most economic literature has
been placed upon the study of how to increase profits rather than upon
how to increase consumer satisfaction.

1 8miTH, ADAM, Wealth of Nations, 1776, Book 1V, Chap. VIII.
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THE BUSINESSMAN’S DILEMMA

The writings of Thorstein Veblen graphically present the dilemma of
the American businessman in search of profit; on the one hand a certain
amount of goods must be manufactured in order that the productive
machinery may be kept operating; on the other, the desire for profit leads
the businessman to seek to produce as little as necessary in order to insure
a good profit. In the minds of many producers, according to Veblen, the
conflict resolves itself into a choice between making goods and making
money.! Whenever this conflict in the mind of the businessman results
in a vote for money profits in preference to an increased production of
goods, the consumer suffers. To some extent this appears to be the
dilemma of the politically motivated planners in 1933 who harbored
the illusion of an overproduction of goods. One need only consider the
extent to which the profit search may dictate a course of action contrary
to social welfare to realize how far we have still to progress before we
reach a rational conception of the meaning of wealth. Wealth production
and social welfare have been assumed to be complementary. But unless
as much as possible is produced and distributed to consumers at prices
that they can pay, the production of wealth may lead to social “illth”
instead of health.

ARTIFICIAL SCARCITY AS A PRICE-RAISING DEVICE

In 1933, the Roosevelt administration, seeking to create a better
market price for goods, asked cotton growers to plow under one-fourth
of the growing cotton crop. Those who complied were compensated by
the government. The purpose of this action was to reduce the amount of
cotton offered for sale on the market in order to increase its price. Since
that time the federal authorities have sought to reduce wheat produc-
tion by renting marginal land from farmers so as to reduce acreage
devoted to wheat. With fewer bushels of wheat offered for sale the price
would tend to rise. For the same purpose the government in the fall of
1933 paid a premium to farmers who brought brood sows to market in
order to reduce the quantity of pork products and thus raise the price of
hogs.

It is evident from these examples that the government’s activity
was centered largely upon the creation of an artificial scarcity of agri-
cultural products and thus the elevation of price levels. With rising
prices, higher profits could be attained, and the economic system could
again be assured of prosperous activity. However, an artificial scarcity,
whether it is blessed by federal government direction or is manipulated

1 Cf. TavLor, H., Making Goods and Making Money, The Macmillan Company,
1928, for a penetrating discussion of the problem posed by Veblen.
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by private monopoly, results in the levying of higher prices against the
consumer for a smaller quantity of goods. ‘‘The forgotten man’’! in our
economic system is the consumer.

Out of the pockets of the consumers must come the support of the
whole economic structure. Too often have consumers been looked upon
as sheep ready for shearing, or, to change the figure of speech, the con-
sumer has been considered as the source of profit for the producer rather
than as the one who was to benefit from commodity production. This
type of thinking is not consistent with the burden that economic activity
places upon the consumer. Let us pause for a moment to sec why the
consumer has been so long neglected.

WHY THE CONSUMER HAS BEEN NEGLECTED

Until about the turn of the century the United States offered an unsur-
passed field for the exploitation of natural resources. As long as popula-
tion was relatively sparse, the resources available for exploitation seemed
inexhaustible. With a half continent available and ready to be utilized,
practically everyone with ambition, some ability, and good health wasin a
position to go into the wilderness on the frontier and carve out a produc-
tive domain on which to support himself and his family. After he had
chosen his plot of land, the pioneer was confronted with the task of clear-
ing it for cultivation in order to produce what he needed to feed, clothe,
and shelter his family. The limit to consumption, in a situation such as
this, was the combined productivity of labor and the soil. The whole
emphasis in such a situation was on the production of wealth of a useful,
immediately consumable nature.

Since each producer tended to consume practically all that he pro-
duced or traded his surplus with some other producer for goods that he
needed, the consumer’s stake in the new world was permitted to take care
of itself. Relatively little effort was expended in the production of goods
not immediately needed or consumable. Furthermore, since the methods
of production were relatively simple, the problem as to the value of the
goods produced related almost entirely to a man’s estimate of the worth
of his labor. This is not to say that oyr fronticrsman lived in a com-
pletely isolated barter economy but rather to emphasize the fact that in a
relatively simple economic organization the problem of the exchange value
of goods gave rise to few disputes between buyers and sellers.  Producer
and consumer were often the same individual, and in most cases consumers
lived close enough to the producers of needed products to sce the labor
value of goods purchased.

1 This phrase coined by W. G. Sumner of Yale; see his What Social Classes Owe to
Each Other, Chaps. IX, X.



Problems Confronting Consumers 7

LAISSEZ-FAIRE AND THE CONSUMER

The American colonists were imbued with the competitive spirit.
Free competition was an honored slogan in their whole economic sphere.
Each man sought to order his own economic activity in such a way as to
win maximum satisfaction from his efforts. With free competition as its
slogan and laissez-faire as the government’s policy to support competition,
the public domain of the United States was rapidly exploited. Its
natural resources in land, timber, minerals, and fisheries were rapidly
sought out. As the years passed, railroads were constructed, canals
and highways built, and a thriving industrial community developed.
Through the first century of American history, free competition was
considered a sufficient guide to economic progress as well as effective
protection of the consumer’s interest.

Adam Smith, in 1776, had sung the praises of laissez-faire and free
competition in his Wealth of Nations. Smith felt that in a free competi-
tive system where each man sought to further his own best interest with-
out governmental interference the maximum good to the largest number
resulted, and the cconomic system functioned in a smoothly cooperative
way ‘“‘as though guided by an unseen hand.” Such faith in the doctrine
of free competition was perhaps permissible as long as abundant economic
opportunity existed. But when the frontier had been pushed out to the
limiting Pacific and free lands had been claimed by settlers or squatters
from Canada to Mexico, it became evident that competition was not a
sufficient control over the greed of men. For this much is evident from a
study of American history: there is no visible limit to the ambitions that
American men and women can develop in the direction of adding wealth
to their personal holdings.

ABSENTEE CONSUMPTION

Thus the position of the consumer is fairly clearly defined in early
American history in relation to the problem of exchange value. However,
with the passing of the frontier and the cumulatively complex division of
labor which have characterized our economic and industrial development
the consumer has been scparated more and more from the place at which a
commodity is produced. In this country we have had not only a devel-
opment of the absentee owner of the means of production but also an
accompanying increase of absentee consumption. Thus the consumer is
more and more at a disadvantage in sceking to establish for himself any
adequate criteria for measuring and determining exchange values. In this
development another interesting change has occurred in the consumer
himself. No longer does the consumer produce chiefly for his own con-
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sumption; now practically his whole effort in the field of production is
directed toward the eventual salability of the things produced.

Many people have expressed astonishment at the skill and cfficiency
that Americans have developed in the production of goods in contrast to
the small amount of progress thus far made in solving the problem of
intelligent consumption. This may be explained, partially at least, by
calling attention to the relative specialization of individuals in the produc-
tion of wealth as contrasted with the necessity of being practically a Jack-
of-all-trades in consumption. Most people are dependent for their money
income on the production of one or, at the most, a very few items, although
every consumer in our modern system is practically forced to judge the
relative merits of literally thousands of different consumption goods.
Little wonder, then, that as consumers their efficiency is much lower than
their productive efficiency. Very briefly stated, the consumer’s problem
narrowly defined consists of the translation of his money income into
maximum satisfaction to be derived from his consumption of goods. The
large variety of goods available, however, compared to the limitation of
his money income complicates the consumer’s problem.

During the early days of our economic development it was assumed
that the consumer was capable of protecting his own interests. Free
competition among producers of commodities coupled with free competi-
tion among consumers was supposed to operate automatically to achieve a
fair return for the producer and a fair price to the consumer. It was not
until 1887, with the passage of the Interstate Commerce Act, that the
federal government took into consideration the plight of at least one class
of consumers,! clarified the position of the railways, and indicated the
limitations on rate making by public utilities. In 1890, with the passage
of the Sherman Anti-trust Act, the federal government expanded at least
its philosophy of control in the interests of the consumer; but, broadly
considered, the wording of the Sherman Act evidenced continued accept-
ance of the faith in competition as the consumer’s chief protective device.

THE CONSUMER UNDER THE NATIONAL
RECOVERY ADMINISTRATION

The passage of the National Industrial Recovery Act in 1933 was
tantamount to a confession that free competition could no longer be relied
upon to protect the consumer or to regulate business effectively. Iach

1 Among the provisions of the Interstate Commerce Act was one prohibiting dis-
crimination among persons, places, and commodities; railroad officials granting dis-
criminating rates were made subject to fine and imprisonment. Furthermore, the
act required the railroads to publish their rates and were permitted to change them only
on public notice. Up to this time, American shippers were forced to rely upon their
ingenuity as bargainers with the railroad companies to discover rates for carrying
their freight.
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industry was invited to draw up codes of free competition. The govern-
ment was to act as arbitrator among capitalists, laborers, and con-
sumers as well as to coordinate all industries in the interest of economic
recovery.

A Consumers’ Advisory Board was set up as a part of the National
Recovery Administration. Its function was to study the effects of the
industrial codes on consumers and to recommend remedies. From its
initiation the board labored under difficulties which were enhanced because
the consumers whom it was supposed to protect were unorganized. The
board thus received little support from any quarter. Furthermore, the
Consumers’ Advisory Board was not permitted to make public the advice
that it offered to the N.R.A.! This prevented the consuming public from
gaining access to the information and guidance that the board had
developed. Finally, the board was given only advisory powers, and these
were ineffective without organized support from the unorganized
consumers.

During the brief existence of the N. R. A., criticism of the lack of
effectiveness of the Consumers’ Advisory Board was vocal but quite as
ineffective as the board. Many began to insist that the consumers in
self-defense would be forced to organize boycotts of industries whose
prices were advancing more rapidly than the consumer’s money income.
Others suggested that some aid for the harrassed consumer lay in the
imposition of a federal tax on the excessive profits of industry. Most of
the critics of the N. R. A. insisted that the broad social interest in maxi-
mum production of commodities was the real consumer interest. But this
was not the program of the N. R. A. which fostered controlled production
in the interests of artificial scarcity accompanied by higher prices.

GROWING INTEREST IN CONSUMERS’ COOPERATIVES

Since 1933 a considerable increase in interest has been evidenced in
cooperation among consumers to achieve their interest. Much has been
written of late concerning the success of consumers’ cooperatives in
Sweden, Denmark, and England.?2 Americans recently have become

1 Cf. Burns, ARTHUR R., Recovery for the Consumer, Survey Graphic, May, 1934,
pp. 225-228.
2 Cassavu, T. O., Consumers’ Cooperative Movement in Germany, trans. by J. F.
Mills, T. Fisher Unwin, 1935.
CuiLps, Marquis W., Sweden, the Middle Way, Yale University Press, 1936.
FowLER, BErTRAM, Consumers’ Cooperation in America, Vanguard Press, Inc.,
1936.
Hvuanes, H. J., Cooperation Here and Abroad, Northern States Cooperative
League, 1933.
WaLTER, KARL, Cooperation in Changing Italy, P. S. King & Son, 1934.
WARBASSE, J. P., Cooperative Democracy, 3d ed., Harper & Brothers, Chap. III,
1936.
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interested in learning about the methods whereby consumers in other
countrics have protected their interests. The experience of consumers’
cooperatives in Sweden has been described and analyzed in books, maga-
zine articles, and newspaper accounts. In 1936 President Roosevelt sent
a research group to Europe to study the various aspects of the cooperative
movement and to report their findings to the administration.*

However, to compare the success of the movement in Sweden with
the slow progress of consumers’ cooperatives in the United States requires
an understanding of significant differences between the two countrics.
Sweden is a constitutional monarchy. The government is definitely
leftist in tendency, as is shown by the following statements. Govern-
ment monopolies have been established in industries such as water power,
public utilities, telegraph and tclephone, state railways, and forestry.
With so much government socialism already operative, the organization
of consumers’ cooperatives was not a violently radical movement. It
should also be remembered that in Sweden labor has long enjoyed the
right to organize, to strike, and to sign working agreements. The devel-
opment of consumers’ cooperatives was in line with the general trend
toward the establishment of state socialism. Under such conditions the
cooperatives have flourished so that in 1933 the turnover amounted to
891,000,000, and it is now estimated that approximately 40 per cent of the
business of Sweden is conducted by cooperatives.?

Cooperation is viewed by some students as the solution of many of the
problems confronting modern capitalism. The basis of cooperation is
organization of consumers who purchase shares in the cooperative society;
voting is limited to one vote per sharcholder regardless of the number of
shares he holds, and the profits from the group purchasing are returned on
a prorata basis in accordance with the amount of goods that cach member
has purchased. Thus, instead of profits’ being drained off into the hands
of an individual enterpriser, under cooperation the profit is returned to the
consumer in the form of a rebate on his purchases. However, this move-
ment hardly offers a serious challenge to the present distribution of
American wealth. In the United States it is still too early to note the
degree of success that the cooperative movement may achieve.

THE CONSUMER DEFINED, AND HIS POSITION ANALYZED

The consumer, as every American knows, is a little, respectable,suburban
clerk, with glasses, an umbrella, a lot of packages, and a worried expression.

1 Report of the Inquiry on Cooperative Enterprise in Europe, Superintendent
of Documents, Washington, D. C., 1937. A well-organized report, clearly presented,
a valuable introduction to the subject of cooperatives.

2 For an interesting account of the success of consumers’ cooperatives in Sweden
see the article by H. G. Leach, Where Consumers Produce, The Forum, September,
1934. A sympathetic and popular study of consumers’ cooperatives is M. W. Childs’
Sweden, the Middle Way, Yale University Press, 1936.
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At the risk of destroying a time-honored national figure I submit that the picture
is all wrong. The consumer is not a man but a woman—women buy at least
three quarters of all goods for ultimate consumption—and, far from being puny,
she is an Amazon, towering, portentous, blocking the whole economic horizon
of the years before us.

She stands thus in my mind despite the miserable role she has frequently
played in the past. Totally unorganized, she has time and again paid scan-
dalously high prices for sleazy goods and services. Shrewd advertisers have
shamelessly exploited her conscious and unconscious hopes and fears, promising
her beauty by the jar, health by the bottle, sex appeal by the vial, superiority
to her neighbors by the yard, well-being for her children by the pounds . . . at
good, round prices per jar, bottle, vial, yard, and pound. She has lived in a
vast, impersonal, highly specialized economic world, where vendibility has com-
pletely overshadowed serviceability; where all face-to-face relationship between
buyer and seller has been lost. She has not, save for a few local services, like
that of the village dressmaker or cobbler, the slightest idea who makes the
products she buys, or what sort of persons they are; while the maker in turn will
probably never lay eyes on her, and she becomes simply a sales ticket for posting
to his journal, and thus to ledger and profit-and-loss account. Under handi-
craft conditions the face-to-face relationship prevailed. The producer had to be
careful of his reputation for workmanship and fair value. But under modern
conditions, as Veblen says: “One can with an easier conscience and with less a
sense of meanness take advantage of the necessities of people whom one knows
only as an indiscriminate aggregate of consumers. . . .

Here is the economic apparatus, drawing raw material from all over the
world, great ships bearing it, locomotives straining at it, vast mechanical opera-
tions grinding and processing it, jobbers, wholesalers, retailers bargaining for it,
hookkeepers recording it, long-distance calls hastening it, bankers financing it,
trucks delivering it—all into a gigantic hopper with a little valve in the bottom.
The consumer has her finger on that valve. If she pulls it open the hopper dis-
charges, to fill again. If she fails to pull it, or pulls it only half way, the hopper
chokes; the ships, the locomotives, the main hoists, the processing machines, the
trucks, the jobbers, the banks, the very telephone girls, must bring their opera-
tions to a halt.

She opens the valve if she is willing and able. By and large she is willing
enough, though stupid salesmen have grossly overestimated her saturation point
in certain departments. So long as the capitalistic formulas worked, she was
able to buy—not to the extent of her willingness, God knows, but enough to
keep the hopper reasonably clear. With the collapse of expansion in the capital-
goods sector in 1930, she was no longer able to buy in sufficient volume. The
hopper choked and will remain choked until she is able to buy again.?

THE PROBLEM OF RECOGNIZING QUALITY
The private consumer, buying many things in small quantifies, cannot main-
tain the technical laboratory equipment which alone can determine the qualities

1 Cuasg, Stuart, The Consumer’s Tomorrow, Scribner’s, December, 1933, pp.
333-338.
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of his purchases. These have become so numerous, so complicated, containing
so frequently synthetic materials, and so packaged for selling that the chances for
informing examinations are practically nil. What our grandmothers could tell
by the touch of their fingers, only the test in chemical and mechanical laboratories
can now ascertain. An ordinary consumer cannot maintain the apparatus
necessary to determine the percentage and quality of wool in a blanket or a suit.
Even if he could, he would have to have other apparatus to determine the wearing
quality of shoe leather or socks, the combustion properties of gasoline and so on
indefinitely. Under the conditions of modern industry, the individual small
consumer, operating under the old principle of “buyer beware,” cannot protect
himself from being duped.

To restore his equality of bargaining power, the consumer must turn from
self-dependence to a demand that the seller share with him his knowledge of the
product offered for sale. It is not the technical impossibility of knowing quality
which keeps the consumer in ignorance. The producer is well informed, but he
does not pass his knowledge on to the buyer. The U. S. Bureau of Standards
stated in 1930 that “in general it may be said that the producers are experts in
their own commodity field, but seldom is the consumer given the full benefit of this
knowledge. . . . Under present conditions this group knowledge is suppressed
and the tendency is all too frequent to give the buyer merely what he asks for.”?

WANTED, MORE PURCHASING POWER

Since 1929 it has become customary to speak of underconsumption as
one of the causes of business depression. But the purchasing power of
the consumer did not suddenly collapse on a particular day in 1929.
Students of changing business conditions had been busy preparing their
interpretive charts of business activity which plainly indicated the growing
lag between the consumer’s power to purchase and the producer’s ability
to increase goods offered for sale. In 1929 our national income was
estimated at between 80 and 90 million dollars. In that year, however,
slightly less than 5 per cent of the population of the United States paid
income taxes. This would seem to be conclusive proof that even during
a so-called “prosperous’ period, the distribution of our wealth and our
income in any given year left much to be desired with less than 5 per cent
of our people possessed of a taxable income. It is evident that the flow
of the national income to consumers was insufficient to keep our economic
machinery operating at 1929 levels.

The distributive mechanism of our economic system is so defective
that it breaks down with alarming regularity. Whenever there is a
business depression, the consumer naturally is in a position to consume
less than previously unless he happens to be among the fortunate few
who can take advantage of very low prices to increase consumption and
their standard of living. The interest of the individual as consumer, if not

1 Warg, C. F., Implementing the Consumer, Survey Graphic, February, 1934,
p. 71,
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as producer, would seem to dictate an attitude favorable to the develop-
ment of an economy geared to equalize purchasing power of consumers
generally in order to stabilize business and industrial activity.

THE CONSUMER’S BURDEN

The consumer bears the burden of financing the whole economie
system, and yet, as a consumer, the individual citizen is constantly at a
disadvantage when it comes to trade and bargaining, since our whole
legal structure has been operating on the assumption that the buyer can
take care of his own interests. The validity of that assumption has been
subjected to serious questioning. It is apparently time to raise the ques-
tion as to how the consumer is to protect himself.

Who are the consumers? The consuming group, in which we are here
interested, includes every man, woman, and child in the United States
plus those in foreign countrics who consume any goods produced in
Amcrica. Business, industry, and trade depend upon the demand of
consumers for products manufactured and offered for sale. But con-
sumers are not individuals only; very often the consumers of the product
of one industry are other industries. For example, the coal industry
supplies fuel which produces motive power for the manufacture and
processing of steel products; these, in turn, may be used in many different
industries in the further production of goods destined for use by the
ultimate consumers.

It need hardly be argued that the consumer is divided in his interests.
To the extent that he produces something for sale, he seeks the highest
prices for his goods, whereas, as a consumer of many goods, he seeks the
lowest prices commensurate with quality, inasmuch as every customer’s
money income depends either upon his services or upon his inheritance of
the right to consume the fruits of the labors of an earlier generation.
Most consumers seem more inclined to fight for high prices for the goods
that they produce than for the lower prices of goods that they consume.
It seems easier for them to visualize their own interest in high prices of
particular goods in the production of which they specialize than to work
for lower prices of the thousands of things that they buy. It is now
manifest from even a cursory study of contemporary economic conditions
that competition among consumers whose income is limited cannot
effectively achieve a sufficient buying power to support a rising standard
of living.

Consumers’ efforts at getting their money’s worth are doomed to
failure as long as there exist nationally organized producers who can
command monopoly prices for their goods. Thus far consumers have
not organized effectively to increase their bargaining power in the Ameri-
can market. Too often has the margin between legitimate cost of produc-
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tion and the selling price been too great to permit the smooth flow of
goods to consumers. Hence, there has been an insufficient curb on the
semimonopolistic price-fixing proclivities of big businesses. This partially
accounts for the periodic breakdowns of the whole economic organization
because of the inability of consumers to purchase the goods produced.

LIMITATIONS ON CONSUMPTION

From the discussion thus far it is clear that consumers, in so far as they
are aware of their own good, are interested in an abundance of goods
available for consumption at a price within their ability to pay. This
fact is supported by the economist’s distinction between money income
and real income. What money will buy is of more importance to the
consumer than the amount of money that he receives, although there is a
close relationship, since money income is translated into real goods.
This gives rise to the question as to what limits the consumer in gaining
control and ownership over his share of the national income.

Obviously, one of the limits under which the consumer labors is his
inelastic income in the form of wages, salaries, interest, or profit. What-
ever the limits, the consumer’s money income neccessarily places the
outside limit on his consumption of goods to be purchased. If this
income in dollars is insufficient to permit purchase of goods produced for
sale, and if a large proportion of the consumers are in the same condition,
there will be a tendency for goods to multiply rapidly; warchouses will
be filled with goods that cannot be sold at the moment, and business will
come to a standstill.

This chain of events tends to lower the purchasing power of the con-
sumer still further; and this, in turn, aggravates the situation character-
ized by underconsumption. Thisis the portion of the consumer’s problem
that is emphasized in the orthodox books on economics in expositions of
the theory of distribution of income among rent receivers, wage receivers,
interest receivers, and profit takers. We are interested in the position of
the consumer as an individual. It is evident that one of the obvious
limits on the individual’s consumption schedule is his money income in
the current economic system. It may be added that a mere increase in
the money income of the consumer will not by necessity be reflected in an
increased ability to purchase more goods, since the prices of goods may
conceivably rise in direct proportion to the supposed increase in the
money incomes of consumers. This is a fallacy that underlies most of the
superficial thinking brought forth in support of a policy of currency
inflation.

IGNORANCE OF THE CONSUMER

Another very serious limitation burdening the consumer is his
ignorance. In the complex economic system of which the consumer is a
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part, one of the most difficult problems is the determination of the price of
a good. It is not ecnough to convince him that the given price just covers
the cost of production of the good in question plus a slight return to the
owner of the business establishment in which the consumer makes his
purchase. To view the price problem from the cost of production angle is
likely to lead us into a long regressive journey in search of the original
ingredients whose costs of production can be definitely measured.

The effort to trace the cost of production of such a relatively simple
commodity as a cotton handkerchief purchased in a ten-cent store will
illustrate the devious reasoning and the extremely complex series of
productive processes that are covered to some extent in the price of the
finished product. The 10-cent handkerchief supposedly brings to the
establishment that sells it a small proportion of the profit of the business,
and it must pay its proportionate share of the rent of the building that
houses the business. A portion of the 10 cents goes to the payment of
wages and salaries within the particular store; a portion of the income is
diverted to advertising, interest payments, taxes, and costs of lighting
and heating the store. The 10 cents must contribute to the transporta-
tion charges of the finished product as well as the raw materials from
which it is made, the wages and salaries of those employed in the trans-
portation industry, and the costs involved in the mill in which the hand-
kerchief was manufactured. This chain of rcasoning is practically
endless, but eventually in the search for the price-determining factors of
the 10-cent handkerchief we reach the original producer of the cotton who
sells the raw cotton to the gin. If the cotton farmer is asked what deter-
mines the price of the raw cotton, he will be quick to see that the old
familiar argument as to cost of production will not explain the price that he
receives for his raw cotton.

If we follow the argument from the demand side of the bargain, we
shall be in no better position to understand the particular price that we
are asked to pay for a relatively simple finished article such as the hand-
kerchief in question. Neither is it satisfactory to the practical consumer
to read in books on economics that prices are fixed at the point where the
marginal supply and the marginal demand balance. The fact of the
matter is that the consumer is only slightly less ignorant in relation to
the complex price-determining problem than is the producer. The
consumer can hope for relatively little aid from orthodox economists in
his search for the answer to the question as to the causes, conditions, and
determining factors underlying the particular prices of commodities that
he desires to buy.

Even if the technical price problem were less complex and more easily
understood, most consumers would still need to accept on faith the vari-
ously priced articles that they purchase and assume in an optimistic vein
that they were getting their money’s worth. After all, how many con-
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sumers are at all aware of ways of testing the quality of the goods that they
buy? Furthermore, how many consumers have even developed a skep-
ticism of the whole price system sufficient to prompt them to ask questions
as to the relation existing between the quality of the good and the price
that they are asked to pay for that good when they purchase it? How
many consumers are capable of reading intelligently any scientific analyses
of standards of goods that they contemplate buying? In how many
communities are there available testing laboratories for the prompt,
honest, and inexpensive testing of consumer’s goods? The answer to
each of these questions remains largely negative.

Evidently the consumer’s welfare has not been the goal of the cconomic
system in which he lives. We have noted that business and industry are
organized on the principle of getting from consumers a price for each
article offered for sale sufficient to increase or at least to continue profits.
Industry has undoubtedly been more interested in devising means of
winning consumer’s enthusiasm leading to the purchase of certain goods
offered for sale than in informing the consumer as to the exact content,
structure, quality, or standard of the particular goods sold.

ADVERTISING CONFUSES THE CONSUMER

One of the means constantly utilized by the producers in developing
a demand for particular goods has been advertising. It will not require
any very serious or extended study of contemporary advertising practice
and techniques to discover how little emphasis is placed by the advertiser
on the effort to describe honestly a given commodity and how much effort
is expended in playing upon the consumer’s pride or ambition in order to
break down his sales resistance. The advertiser is naturally biased in
favor of his own goods. Furthermore, advertisers in the United States
are not sufficiently curbed in their enthusiasm in selling goods to limit
their sales appeal to the truth about the goods that they are selling.

All too often a slogan and a brand name, a label, or some pseudo-
scientific claim that ‘20,672 doctors can’t be wrong’’ in supporting this
particular item or that ““it floats” or ““I’d walk five miles for this or that”’
or “four out of five have it’’ or “fifteen minutes a day” or ‘““what others
have done you can do’’ creates in the mind of the gullible consumer the
name of a product which more likely than not he will remember and buy
the next time he needs anything of that type. The consumer is without
adequate knowledge of any standard specifications of the thing that
he needs. This is not said in order to belittle the important role that
advertising may play in educating the consumer to insist upon high-qual-
ity goods. It is evidence, however, of a wasteful extravagance of com-
petitive advertising which tends to confuse the consumer still further
and permits shoddy materials to be offered for sale in the market to tempt
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the unwary and poorly prepared consumer to get less than his money’s
worth.

THE PROBLEM OF CONSUMERS’ CHOICES

A third limitation on the consumer is that his choices of goods to be
purchased are not well organized or rationally determined. The con-
sumer is not educated to choose wisely from among the many competing
goods offered for sale. Advertisers, at least until recently, have been
under no serious obligation to the public in this country to state the truth
in their advertising. The difficulties involved in amending the Pure Food
and Drug Act of 1906 is evidence of the truth of this statement. And, as
has been stated previously in this chapter, consumers are often not aware
of their interests as consumers as opposed to their interests as producers.
Little attention is paid in any period of the child’s educational experiences
in the public schools, high schools, or colleges to the task of improving
his efficiency as a consumer. Buying and consuming are apparently
taken for granted as natural functions of the individual not subject to
training or improvement.

It is rather surprising that consumers have fared as well as they have
in the almost complete absence of a critical attitude based on knowledge
of what they are seeking to buy at a particular time and place. Until the
consumers signify their interest in getting their money’s worth and
organize themselves into consumer’s cooperatives or mass-buying syndi-
cates and prepare themsclves to buy according to specifications just as the
government and big business have organized in order to achieve their ends,
there will probably be slight, if any, improvement in the general condition
of the consumer. The unorganized consumers need not experience
feelings of inferiority in the economic struggle with organized producers
and vendors of commodities, inasmuch as the profits provided by con-
sumers subsidize continuance of the present productive system. The
policy of exploiting consumers for the benefit of the producers will con-
tinue as long as consumers permit themselves to be duped. To some
extent labor in the United States has imitated big business and industry
by organizing in order to achieve certain desirable goals for the laboring
class.

The task of organizing the consumers, however, will be much more
difficult than the organization of big business or labor because the con-
sumer finds himself allied at one and the same time to two camps—the
producers and the consumers. This reflects the conflict within the con-
sumer himself which has been mentioned. Much will depend upon
whether or not the consumer believes or can be convinced that he will be
achieving larger returns for himself by joining an organization of con-
sumers bent on getting their money’s worth than by supporting the
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organized producers to protect and expand the profit margin. In the
United States, consumers have made but little progress toward getting
their money’s worth; but if the concentration of wealth and income con-
tinues at the rate that has characterized that process in the last half
century, it is probable that the consumer’s interest will be largely divorced
from the producer’s interest in the mind of the masses. Not until then
will the consumer be in a position to achieve his share of the real income
of the nation in return for his services and his money income. There
is a possibility that the federal government may take heed of the con-
sumer’s plight and help him to achieve the power to insist upon getting
his money’s worth, but to date the consumer continues to be very much
forgotten.

CONSUMPTION IS BEING STANDARDIZED

The consumers in the United States must somehow free themselves
from the fear of being counted queer if they do not eat the same food, wear
the same style and material in their clothing, or build and live in the same
kind of houses that their neighbors live in. They must overcome the
influence of habit in purchasing many of the goods that they consume.
Just because a person has purchased the same grade or trade-marked
goods for 10 years is no sign that there are no better goods on the market.
The consumers must become more adventurous and experimentally
minded and must realize their importance in the whole economic organiza-
tion by occasionally organizing boycotts against purchasing goods that
are untruthfully advertised, shoddy, dangerous to health, or too high
priced. When once the consuming public is finally aroused and convinced
of its power to dictate to industry what shall be produced and what shall
be sold to the consumers, then business will take heed. But the con-
sumers probably find themselves in the plight that now troubles them
simply because they have permitted the present system of business and
economic organization to thrive at their expense. They have been too
complacent to care about getting their money’s worth.!

It should not be inferred from this discussion that either the producer’s
or the consumer’s interest can be achieved without taking the other into
consideration. Even in a planned economy it would be necessary to
insure that a balance between production and consumption be achicved.
It is amazing to consider the degree of success that has attended the
development of the present form of economic organization, which seems
to be based on the assumptions of opposing interests of consumers and

11t is suggested that you read some of the codes of industry that were drawn up
under the N. R. A.  Attempt to find even one among the hundreds of codes that scems
to have catered to the interests of the consumer.
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producers and the ability of each of the opposing factors to take care of
and protect their own interests sufficiently to permit indefinite progress.

THE MODERN CONSUMER

In public practice and in such scientific fields as economics, political science,
and sociology, this ancient practice of the deification of institutions—Society,
Business, the State—into entities independent of the people whose habits
these institutions has been perennial obstruction to clear thought and action.
It has invited preoccupation with honorific abstractions as self-sustaining things
in themselves: The individual laborer has been lost in the discussion of labor; the
urgent eccentricities of the voter have been overlooked in generations of high
talk about sovereignty—while Tammany, knowing better, attended to the voter
and carried home the swag.

And nowhere has this obfuscation due to preoccupation with abstracted
entities such as “society,” “national welfare,”” and “public good”” been more
disastrous than precisely in this field of consumption. If society’s welfare is
placed first, theré is a perfect justification for the General Johnsons who would
block action by a Consumers’ Board on the ground that the latter represents
a special group; for, they maintain, ‘“society’’ is not consumers or industry or
labor, but everybody. But this abstracted “everybody’ is, in the hurly-burly of
practical affairs, nobody. Only under some such false rationalization as the
claim that “everybody’s” welfare is best fostered by the concentration of govern-
mental attention upon general business prosperity can this impossible abstraction
be made to come alive and function; and then only at the cost of allowing a
special group, business men, to preempt the right tospeak for “everybody.” . . .

He stands there confronted with vastly more choices than any previous
generation of consumers had to make. There are 350,000 possible choices in a
store like Macy’s; and in a single city the size of Milwaukee the consumer must
choose from among some 250 kinds of toothbrushes, 100 kinds of washing
machines, 160 kinds of fountain pens, 50 kinds of motor oil, and so on through the
long list of things he must buy. In this age of advanced fabrication he has lost
the old thumb-and-finger familiaritics with silk, calico, and flour which his
grandfather had. The rival makes of vacuum cleaners and electric washing
machines are harder to appraise than were the brooms and the washboards of
two generations ago. Synthetic materials like rayon, and slick processes like
the artificial weighting of silk with tin, are less readily judged than were the
silks of an earlier day. Science has discovered hosts of new and perplexing
necessities for health and welfare—vitamins, intestinal flors, ultra-violet lamps,
and posture furniture and educational playthings for the children.!

REGARDING CONSUMER INTEREST

We have referred at various points in the discussion to the need of
consumers’ organizing to protect their interests as consumers. Several
of the writers from whose works we have previously quoted also emphasize

!'Lynp, R. 8., The Consumer Becomes a ‘‘Problem,” Annals of the American
Academy of Political and Social Science, May, 1934, pp. 3-6.
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the distribution of consumers’ organizations. Professor Means draws an
interesting distinction between the consumer interest and the public
interest in the following quotation:

However, it completely overlooks the fact that the important thing is not to
organize tndividuals as consumers but to organize the consumer tnterest. This
ould involve the recognition by existing organizations of the fact that con-
mers can no longer adequately influence the economic process through the
market place; that they must exercise influence not only through the market
place but also directly upon the managers of industry. The organization of
consumer interest would be accomplished as individuals used their influence
through their existing organizations. While the organization of individuals as
consumers is important, the diffuseness of consumer interest seems likely to
make such organization slow. Until strong consumer groups exist, perhaps as a
part of a permanent consumer movement, the use of many existing organizations
seems not only possible but essential.!

THE CONSUMER IS FAR REMOVED FROM THE
PRODUCTIVE PROCESS

Reference has been made to the increasing difficulty of direct contact
between consumer and producer. With the increasing complexity of
the productive processes, which often requires industrial cooperation
covering several states, it is evident that no consumer can be aware of
the whole series of processes that must be covered as to cost in the price
of the good that is eventually offered him. If the consumer is dissatisfied
with the quality of the good that he purchases, it is no longer possible for
him, in most cases, to bring the matter to the attention of the owner of
the business or industry in which the good has been produced.

More and more is the consumer becoming merely the final link in the
long chain between the production of the raw material and the consump-
tion of the finished good. This being the case, the individual consumer
is constantly at a disadvantage in seeking to affect the price of whatever
he buys. Thus the whole consuming community in America is coming to
be characterized by what may be called “absentec consumption.” In
such a situation the consumer is permitted to take or leave the goods that
are offered for sale at a given price. However, if the goods are necessary
to the consumer’s well-being, and if he has the purchasing power to
translate his desire for goods into ownership, the