GLOBAL PROBLEMS

AND THE CULTURE OF CAPITALISM

SEVENTRH EDITION

Richard H. Robbins | Rachel A. Dowty




SEVENTH EDITION

Global Problems and the
Culture of Capitalism

Richard H. Robbins
State University of New York at Plattsburgh

Rachel A. Dowty
University of New Haven

@ Pearson
330 Hudson Street, NY NY 1001 3



Portfolio Manager: Manjula Anaskar Full-Service Project Manager: Integra Software

Content Producer: Kani Kapoor Services Pvt. Ltd.

Portfolio Manager Assistant: Anna Austin Compositor: Integra Software Services Pvt. Ltd.
Product Marketer: Jessica Quaza Printer/Binder: LSC Communications, Inc.
Content Producer Manager: Jennifer Sargunar Cover Printer: Phoenix Color/Hagerstown
Content Development Manager: Gabrielle White Cover Design: Lumina Datamatics, Inc.
Art/Designer: Integra Software Services Pvt. Ltd. Cover Art: Chombosan/Shutterstock

Acknowledgments of third party content appear on pages within the text.

Copyright © 2019, 2014, 2011 by Pearson Education, Inc. or its affiliates. All Rights Reserved. Printed in

the United States of America. This publication is protected by copyright, and permission should be obtained from the publisher
prior to any prohibited reproduction, storage in a retrieval system, or transmission in any form or by any means, electronic,
mechanical, photocopying, recording, or otherwise. For information regarding permissions, request forms and the appropriate
contacts within the Pearson Education Global Rights & Permissions department, please visit www.pearsoned.com/permissions/.

PEARSON and ALWAYS LEARNING are exclusive trademarks owned by Pearson Education, Inc. or its affiliates,
in the U.S., and /or other countries.

Unless otherwise indicated herein, any third-party trademarks that may appear in this work are the property of their respective
owners and any references to third-party trademarks, logos or other trade dress are for demonstrative or descriptive purposes
only. Such references are not intended to imply any sponsorship, endorsement, authorization, or promotion of Pearson’s
products by the owners of such marks, or any relationship between the owner and Pearson Education, Inc. or its atfiliates,
authors, licensees or distributors.

Library of Congress Cataloging-in-Publication Data

Names: Robbins, Richard H. (Richard Howard), author. | Dowty, Rachel.

Title: Global problems and the culture of capitalism / Richard H. Robbins,
State University of New York at Plattsburgh, Rachel A. Dowty, University
of New Haven.

Description: Seventh edition. | New York : Pearson Education, [2019]

Identifiers: LCCN 2018004610 | ISBN 9780134732794

Subjects: LCSH: Economic history—1990- | Social problems. | Capitalism. |
Consumption (Economics) | Poverty. | Financial crises.

Classification: LCC HC59.15 .R63 2019 | DDC 330.12/2—dc23
LC record available at https:/ /lcen.loc.gov /2018004610

1 18

P Books a la Carte
carson el Y



Brief Contents

Part I Introduction: The Consumer, 6 Hunger, Poverty, and Economic
the Laborer, the Capitalist, Development 168
and the Nation-State in | |
the Society of Perpetual / Environment and Consumption 199
GHE 8 Health and Disease 271
1 Constructing the Consumer 12
O Indigenous Groups and Ethnic
2 The Laborer in the Culture Contflict 249
of Capitalism 36

Part III Resistance and Rebellion:
3 The Rise and Fall of the

oty Introduction
Merchant, Industrialist,
and Financier 59 10 Peasant Adaptation and Resistance
in the Face of Oppression and
4 The Nation-State in the Culture Uncertainty 282
of Capitalism 99
11 Anti-Systemic Protest 301

Part II The Global Impact of the
Culture of Capitalism:

Introduction 13 Solving Global Problems:

S Population Growth, Migration, Some _OPtiOHS and Courses
and Urbanization 123 of Action 351

12 Religion and Anti-Systemic Protest 325



This page is intentionally left blank



Contents

Preface

Part I Introduction: The Consumer,

the Laborer, the Capitalist,
and the Nation-State in
the Society of Perpetual
Growth

A Primer On Money: The Philosopher’s Stone
The Consequences of a System of Debt Money

1 Constructing the Consumer

Remaking Consumption
Marketing and Advertising
The Transformation of Institutions

The Transformation of Spiritual and Intellectual
Values

The Reconfiguration of Time, Space, and Class
Kinderculture in America: The Child as Consumer

The Role of Children in Capitalism

The Social Construction of Childhood
Exporting The Consumer

Conclusion

2 The Laborer in the Culture
of Capitalism

A Primer on the Elements of Capitalism
The Baptism of Money

The Construction and Anatomy of the Working
Class

Characteristics of the Working Class
Outsourcing and Labor Movement
The Creation of Free Labor

The Segmentation of the Workforce
Control and Discipline

Resistance and Rebellion

Conclusion

3 The Rise and Fall of the Merchant,
Industrialist, and Financier

The Era of the Global Trader
A Trader’s Tour of the World in 1400

The Economic Rise of Europe and Its Impact on
Africa and the Americas

1X

12

SIS

N

20
21

24
24
26
32

35

36

37
40

59

62
62

67/

The Birth of Finance: The Tulip Bubble
and the English Financial Revolution

The English Financial Revolution
The Era of the Industrialist
Textiles and the Rise of the Factory System
The Age of Imperialism
The Era of the Corporation, the Multilateral
Institution, and the Capital Speculator
The Rise of the Corporation
Bretton Woods and the World Debt

The “Second Great Contraction”
Conclusion

4 The Nation-State in the Culture
of Capitalism

The Origin and History of The State
The Evolution of the State
The History and Function of the Nation-5State

Constructing the Nation-State
Creating the Other
Language, Bureaucracy, and Education
Violence and Genocide

Spin, Free Trade, and the Role of Energy in the Global
Economy

Manufacturing Consent: Spin
Markets and Free Trade
Energy and Technology

Conclusion

Part II The Global Impact of the

Culture of Capitalism:
Introduction

A Primer on Market Externalities: Polanyi’s Paradox

S Population Growth, Migration, and
Urbanization

The Malthusians Versus The Revisionists
The Case of India and China

The Issue of Carrying Capacity

The Ideology of Malthusian Concerns

Demographic Transition Theory

A Primer on the Determinants of Population Growth
and Decline

Some Examples of Demographic Change

g
/76

78
30
31

86
86
89

93
97

99

101
101
102

104
105

106
109

113
115
118
121

125

127

129

133

135
136

138
138

142

143
146



vi Contents

Population Growth in the Periphery
Wealth Flows Theory
The Social Implications of Wealth Flows Theory
The Question of Gender and Power
Issues of Immigration
History of Migration
The Economics of Immigration

Understanding Illegal Immigration
Urbanization and the Growth of Slums

Conclusion

6 Hunger, Poverty, and Economic
Development

The Evolution of Food Production: From the Neolithic
to the Neocaloric

From Gathering and Hunting to the Neolithic
Capitalism and Agriculture
The Neocaloric and the Green Revolution

The Economics and Politics of Hunger
The Anatomy of Famine
The Anatomy of Endemic Hunger
Solutions and Adaptations to Poverty and Hunger
Economic Development
The Nature and Growth of the Informal Economy

The Nature and Scope of the Informal Economy
of Drugs

Conclusion

/ Environment and Consumption

The Case of Sugar
Sugar Origins and Production
Uses of Sugar
The Development of the Sugar Complex
The Expansion of Sugar Production
The Mass Consumption of Sugar
Modern Sugar
The Story of Beef
Creating a Taste for Beef

The Emergence of the American Beef Industry
Modern Beet

The Impact of Production on the Environment:
The Effects of Climate Change

The Environment, Sustainability, and the
Nation-State

Conclusion

8 Health and Disease

A Primer on How to Die From an Infectious Disease

The Relationship Between Culture and Disease
Gathering and Hunting to Early Agriculture

149
149
151
152
155
155
158
160

164
167

163

170
170
172
173

176
178
181

185
186

190

193
198

199

203
203

204
204
205
206
207
207
208
209
213

214

217
220

221

226

230
230

Cities: “Graveyards of Mankind” 231
Diseases of Environmental Change 235
Diseases of Human Ecology: Chickens, Pigs,
and Wild Birds 237
The Origin of Influenza: Avian Flu and H1N1 237
AIDS and the Culture of Capitalism 240
How Did the Disease Spread? 241
Who Gets Infected with AIDS? 244
Who Gets Blamed? 246
Conclusion 248
9 Indigenous Groups and Ethnic
Contflict 249
The Fate of Indigenous Peoples 252
Some Characteristics of Indigenous Peoples 252
The Process of Ethnocide 253
The Guaranl: The Economics of Ethnocide 260
History and Background 261
Contemporary Development and Guarani
Communities 263
Disadvantaged Majorities and Their Revenge 265
Leveling Crowds 267
Genocide as an Externality of the Market 268
Conclusion 274
Part III Resistance and Rebellion:

Introduction 275

A Primer on Terrorism 277

10 Peasant Adaptation and Resistance in the
Face of Oppression and Uncertainty 282

Peasant Societies 283
Malaysia and the Weapons of the Weak 284
Malaysian Peasants and the Green Revolution 285
Fighting Back 287
Obstacles to Resistance 288
Protest and Change 289
Nepal and the Eradication of Malaria 290
Local Knowledge as a Weapon of the Weak 291
Resettlement, Inequality, and Civil War 292
Gorkha Earthquake and Priorities for Disaster
Recovery 293
USAID and Disaster Capitalism 293
The Rebellion in Chiapas 294
Poverty and Inequality in Chiapas 295
The Rebellion and the Global Economy 297
The Revolt and the Reactions of the Mexican
Government 298
The Future of Peasants 299
Conclusion 300



11 Anti-Systemic Protest

Protest as Anti-Systemic: The Two World Revolutions

The World Revolution of 1848
The World Revolution of 1968

The Protests of Labor: Coal Miners in Nineteenth-Century

Pennsylvania
The Coal Industry and the Worker's Lite
Worker Resistance and Protest
Destroying Worker Resistance
Global Feminist Resistance
Gender Relations in the Culture of Capitalism
Strategies of Protest
The World Revolution of 20187
Direct Action and Occupy Wall Street

Anarchism and Direct Action

Conclusion

12 Religion and Anti-Systemic
Protest

Indigenous Religious Movements as Anti-Systemic
Protest

The Ghost Dance
The Cargo Cults
Zionism in South Africa
The Global Challenge of Anti-Systemic Religious
Protest
Islamic Fundamentalism

Islamic Fundamentalism in Iran

Protestant Fundamentalism in North America
“Terror in the Mind of God”

Contents Vii

Some Examples of Religious Violence

Understanding Religious Violence

Conclusion

13 Solving Global Problems: Some
Options and Courses of Action

Rethinking Debt, Money, and Economic Growth
What Is the Necessary Rate of Growth?

If Economic Growth Is Slowing, How Can Investors
Realize Their Continuing Income Streams
at the Historic 4 to 6 Percent?

The Sovereign Debt Crisis and The Austerity Myth
Some Examples of Sovereign Debt Default
The Greek Debt Crisis
Puerto Rico, Argentina and “Vultures”

Extent of the “Austerity” Dilemma
Austerity and Inequality
Where Do We Stand?

Debt and the Bargain of 1694
Things We Could Do

The Chicago Plan
The Public Bank Solution

The Debt Strike

Conclusion

References

Name Index
Place and Culture Index

Subject Index

377
387
393

397



This page is intentionally left blank



Preface

ver the past 400 to 600 years, a culture and soci-

ety, originating for the most part in Europe and

dedicated to the idea of trade and consumption
as the ultimate source of well-being, began to expand to
all parts of the globe. In many ways it is the most success-
ful culture and society the world has ever seen, and its
technology, wealth, and power stand as monuments to its
success; however, accompanying its expansion have been
problems—growing social and economic inequality, envi-
ronmental destruction, mass starvation, and social unrest.
Most members of this society and culture perceive these
problems as distant from themselves or as challenges for
them to meet. However, there is the possibility that these
problems, which threaten to negate everything this culture
has accomplished, are intrinsic to the culture itself. That is
the possibility to be explored in this book.

The outline of this book emerged when, a few years
ago, colleagues at the State University of New York at
Plattsburgh, James Armstrong and Mark Cohen, and the
senior author began developing a course on global prob-
lems. We wanted to create a course that would help stu-
dents understand the major global issues that they confront
in the mass media—problems such as the so-called popu-
lation explosion, famine and hunger, global environmental
destruction, the emergence and spread of new diseases, so-
called ethnic conflict and genocides, terrorism, and social
protest. We learned quickly that to make the course success-
ful, we had to overcome the often-ethnocentric perspectives
of the students, perspectives that were often reinforced by
media coverage of global affairs. We needed also to com-
pensate for the students” lack of backgrounds in anthropol-
ogy, history, and economics, all crucial for understanding
the roots of the problems we were to examine. Finally, we
needed to illustrate that the problems we examined were
relevant to them, that the problems would affect them
either directly or indirectly, and that their actions now or in
the future would determine the extent to which the origins
of these problems could be acknowledged, let alone ever
addressed. The form of this book emerged from our efforts
at dealing with these pedagogical issues and the classroom
interactions that these efforts stimulated.

The Focus of this Book

We can summarize our approach in this book as follows:
There has emerged over the past five to six centuries a dis-
tinctive culture or way of life dominated by a belief in trade
and commodity consumption as the source of well-being.

This culture flowered in Western Europe, reached fruition
in the United States, and spread to much of the rest of the
world, creating what some anthropologists, sociologists,
and historians call the world system. People disagree on the
critical factors in the development of this system and even
whether it was unique historically, although most agree on
certain basic ideas. Among the most important are the as-
sumptions that the driving force behind the spread of the
contemporary world system was industrial and corporate
capitalism, and that the spread of the world system is re-
lated in some way to the resulting division of the world into
wealthy nations and poor nations or into wealthy core, de-
veloped, or industrialized areas and dependent peripheral,
undeveloped, or nonindustrialized areas.

The spread of the capitalist world system has been
accompanied by the creation of distinctive patterns of social
relations, ways of viewing the world, methods of food pro-
duction, distinctive diets, patterns of health and disease,
relationships to the environment, and so on. However, the
spread of this culture has not gone uncontested; there has
been resistance in the form of direct and indirect actions—
political, religious, and social protest and revolution. How
and why capitalist culture developed and the reasons why
some groups resisted and continue to resist its development
are among the questions posed in this book.

The answers to these questions are based on specific
assumptions. First, a central tenet of anthropology is that
personal, social, cultural, and historical factors determine
the point of view any person might have regarding a cer-
tain phenomenon. No less is true of those participating
in the culture of capitalism who have created a view of
global events that we share. Consequently, these views
tend to be, to one extent or another, ethnocentric; that is,
they describe, evaluate, and judge events solely from a
specific cultural perspective. Among the major purposes
of anthropology is to teach ways to avoid ethnocentrism
and appreciate the importance of understanding the
beliefs and behaviors of others from their perspectives
rather than from our own, a view anthropologists refer
to as cultural relativism. To some extent ethnocentrism is
unavoidable, and the job of the person who interprets
global events—whether a journalist, economist, sociolo-
gist, or anthropologist—is to make the event comprehen-
sible to those people for whom that person is writing. Our
assumption is that to minimize cultural bias we must rec-
ognize that our views of events are partially influenced
by our culture and, for that reason, we must make our
own culture an object of analysis.

IX
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Second, we assume that an understanding of global
events requires us to recognize that no contemporary cul-
ture or society exists independent of what anthropologists
refer to as the world system, and that each falls within
either the core or the periphery of that system. Using this
terminology to refer to different parts of the world permits
us to avoid the more value-laden distinctions implicit in
the use of terms such as developed or undeveloped, modern
or traditional, and First, Second, or Third World. World sys-
tem theorists often include a third category, semiperiphery,
to denote those nation-states or regions that are moving
toward the core or that have moved out of the core. These
distinctions recognize that countries can move from one
category to another. For example, the three nation-states
that world system theorists consider to have been dominant
in the past four centuries—the Netherlands, the United
Kingdom, and the United States—all began as semiperiph-
eral to the world system.

Third, we assume that global events and actions cannot
be adequately understood without considering the events
that preceded them; we must develop a historical perspec-
tive. For example, we live in a period of human history
largely defined by a sequence of events that began some
four to five hundred years ago, loosely termed the Industrial
Revolution. Because each of us has lived during only a par-
ticular phase of that history, we tend to take it for granted
that the world has always been as it is today. Yet the modern
industrial world order is, in historical terms, a very recent
event. We are deceived by our biology, by our limited life
span, into thinking of sixty, seventy, or eighty years as a long
time, but in the perspective of human history it is a fleeting
moment. Human beings have for most of their existence
lived as bands of gatherers and hunters, for a shorter time
as agriculturists and farmers, and only recently as industri-
alists and wage laborers. Yet the Industrial Revolution has
transformed the world and human societies as has no other
event in history. We cannot understand the events, issues,
and problems of today’s world without understanding the
how’s and why’s of the Industrial Revolution.

It will be clear that the emergence of capitalism repre-
sents a culture that is in many ways the most successful that
has ever been developed in terms of accommodating large
numbers of individuals in relative and absolute comfort and
luxury. It has not been as successful, however, in integrating
all in equal measure, and its failure here remains one of its
major problems. It has solved the problems of feeding large
numbers of people (although certainly not all), and it has
provided unprecedented advances in health and medicine
(but, again, not for all). It has promoted the development of
amazingly complex technological instruments and fostered
a level of global communication without precedent. It has
united people in common pursuits as no other culture has.

Yet it remains to be seen when the balance sheet is tallied

whether capitalism represents the epitome of “progress”
that some claim.

New to this Edition

When preparing the sixth edition of this book Barak Obama
had just been elected to a second term as President of the
United States, Great Britain was a functioning member of the
European Union, democratic upheavals were reshaping coun-
tries in the Middle East while the world was still recovering
from the economic crisis of 2007. Global GDP stood at about
$78 trillion and at about $17 trillion in the United States. A lot
changed in five years. Authoritarian governments emerged in
places as diverse as Poland, the Philippines, Egypt, India, and
the United States. Citizens of Great Britain voted to leave the
European Union as part of a seeming protest of immigration.
In spite of international accords, carbon dioxide concentration
in the atmosphere has risen from 397 parts per million (ppm)
to almost 407 ppm and the world continues to yearly break
old temperature records. New diseases, such as the Zika virus
pose threats as do anti-biotic resistant diseases. And Global
GDP has declined to about $75 trillion, while in the United
States it has climbed to about $18.5 trillion as sovereign debt
prompts counties, both poor and rich, to adopt so-called aus-
terity measures including reduction of government services,
pension plans, and assistance to the poor.

We have tried to address these concerns, as well as oth-
ers, in the revisions to the seventh edition. These include
the following:

* An expanded discussion of the nature of money and its
relationship to debt and economic growth.

e Introduction of content in Chapter 3 on the English
financial revolution of the seventeenth and eighteenth
centuries, specifically the establishment of the Bank of
England and the beginnings of the modern debt-based
financial system.

* An expansion in Chapter 6 of the role of debt in hunger,
and specifically a discussion of the debt/food insecu-
rity cycle.

e A discussion in Chapter 10 of how our economic sys-
tem relates to the occurrence, reaction and remediation
of large-scale disasters such as floods, hurricanes and
earthquakes.

e A completely revised final chapter (Chapter 13) trying
to make sense of the political and economic upheavals
of the past five years and the spread of so-called aus-
terity programs. We have discussed several measures
specifically involving finance and the creation of our
money supply, that could alleviate many of the prob-
lems that we discuss in this book.



As always, we welcome comments and commu-
nications from readers and can be reached by email at
richard.robbins@plattsburgh.edu and RDowtyBeech@
newhaven.edu.

This text is available in a variety of formats—digital and
print. To learn more about our programs, pricing options,
and customization, visit www.pearsonhighered.com.

Course material, including an online Global Problems
Reader to accompany the text is available at: https://courses.
lumenlearning.com/suny-plattsburgh-anthro/
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Part One

Introduction: The
Consumer, the
Laborer, the Capitalist,
and the Nation-5State
in the Society of
Perpetual Growth

[Wihat difference it would make to our understanding if we looked at the world as
a whole, a totality, a system, instead of as a sum of self-contained societies and
cultures; if we understood better how this totality developed over time, if we took
seriously the admonition to think of human aggregates as “inextricably involved
with other aggregates, near and far, in weblike, netlike, connections.”

— ERIC WOLF, Europe and the People without History

On or about December 1910, wrote novelist Virginia Woolf, human character changed.
On his repeated visits to the United States, Frenchman André Siegfried (1928; see
also Leach 1993:266) noted much the same thing: “A new society has come to life in
America,” he said. “It was not clear in 1901 or 1904; it was noticeable in 1914, and pat-
ent in 1919 and 1925.” Samuel Strauss (1924, 1927; see also Leach 1993:266), a journalist
and philosopher writing in the 1920s, suggested the term consumptionism to character-
ize this new way of life that, he said, created a person with a philosophy of life that
committed societies to produce more and more things, and required individuals to
buy more this year than last, and more next year than this, in perpetuity. It is obvious,
Strauss said, that Americans have become committed to consider their standard of liv-
ing as a “sacred acquisition.” It means, also, that countries are committed to perpetual
economic growth, regardless of the moral or intellectual costs.

There is no question that in America, the half-century from 1880 to 1930 marked
a major transition in the rate and level of commodity consumption—the purchase,
use, and waste of what comedian George Carlin called “stuff.” Food production grew
by almost 40 percent from 1899 to 1905; the production of men’s and women's ready-
made clothing, along with the production of costume jewelry, doubled between 1890
and 1900; and glassware and lamp production went from 84,000 tons in 1890 to 250,563

IThe quote, which has been widely used (see, e.g., Fjellman 1992:5; Lears 1983), appeared in an essay,
“Mr. Bennett and Mrs. Brown,” in The Captain’s Death Bed and Other Essays, but was originally part of
a paper Woolf read to the Heretics, Cambridge, on May 18, 1924. “On or about December 1910 human
character changed ... The change was not sudden and definite... But a change there was nevertheless,
and since one must be arbitrary, let us date it about the year 1910” (Woolf 1950).



2 Part! Introduction

tons in 1914. In 1890, 32,000 pianos were sold in the United States; by 1904, the number
sold increased to 374,000 (Leach 1993:16).

During this period, the perfume industry became the country’s tenth largest; at
one department store, sale of toiletries rose from $84,000 to $522,000 between 1914 and
1926. The manufacture of clocks and watches went from 34 million to 82 million in ten
years. By the late 1920s, one of every six Americans owned an automobile.

Of course, these figures are dwarfed by what Americans and others around the
world consume today. World and national consumption expanded at an unprece-
dented pace during the twentieth century, with household consumption expenditures
reaching over $40 trillion in 2015, three times the level of 1975 and six times that of
1950. In 1900, real consumption expenditure was barely $1.5 trillion (United Nations
Development Programme 1997). Today there are as many cars in the United States as
the number of people with drivers’ licenses, and the rest of the world is doing every-
thing that it can to catch up. China and India, alone, have added at least half-a-billion
middle-class consumers in the new century demanding everything that consumers in
the West desire.

However, although consumption rates were not nearly as high as they are today,
the early twentieth century is notable because it marked the early phase of what Ernest
Gellner (1983:24) called the society of perpetual growth and the creation of a new type of
culture: consumer capitalism.

Aside from a few notable periods of economic contraction, such as the periodic
depressions of the nineteenth century, the great worldwide depression of the 1930s, the
recession of the early 1980s, the Asian financial collapse of 1997, and the economic cri-
sis of 2007-2008, the global economy has grown reasonably well worldwide, although
some parts of the world have historically done a better job than others.

Economic growth is traditionally measured by the growth of gross domestic prod-
uct (GDP)—a measure of the money value of all goods and services produced and
sold in a given time period. Table I.1 and Figure 1.1 portray the yearly growth of global
GDP during the past two millennia up to the onset of the twenty-first century.

Over the long term, but particularly over the past two centuries, the growth of
GDP in the global economy, especially among European offshoots (e.g., the United
States and Awustralia) and Japan, has been spectacular: a 300-fold increase in the
amount of goods consumed, the number of goods produced, and the fortunes that
have been made. A global citizen of today is almost nine times as wealthy as his or her
counterpart some 200 years ago; in some parts of the world, the average citizen has
increased his or her wealth almost twenty-five times over the same period.

Table I.1 Level and Rate of Growth of GDP per Capita: World and Major
Regions, A.D. 1-1998

1 1000 1820 1998 1-1000 1000-1820 1820-1998

Level of Growth (1990 Annual Average Compound

International Dollars) Growth Rate

Western Europe 450 400 1,232 17,921 —0.01 0.14 1-51
Western Offshoots (e.g., United States, 400 400 1,201 26,146 0.00 013 1.75
Australia)

Japan 400 425 669 20,413 0.01 0.06 1.93
Latin America 400 400 665 5,795 0.00 0.06 1.22
Eastern Europe and Former USSR 400 400 667 4,354 0.00 0.06 1.06
Asia (excluding Japan) 450 450 575 2,936 0.00 0.03 0.92
Africa 425 410 418 1,368 —0.00 0.00 0.67
World 444 435 667 5,709 —0.00 0.03 0.95

SOURCE: Adapted from Maddison (2003:28).



Figure I.1 Rate of per Capita GDP Growth by Region: A.p. 1-1998
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To put perpetual growth into perspective, imagine that in the year 2010 you earned
and spent $30,000 a year (or that some corporation earned $300,000,000). A growth rate
of about 3 percent a year is necessary to maintain a healthy economy. Consequently,
by 2015, you (or the corporation in this case) must have earned and spend $34,855 (or
$348,550,000) and by 2035, earn and spend $63,507 (or $635,070,000). If we factor in
an inflation rate of 3 percent on top of our necessary growth rate, the figures are even
higher (see Table 1.2).

The emergence of the society of perpetual growth and the culture of capitalism
marked a new stage in an ongoing global historical process that began (to the extent
that it can be said to have a beginning) anytime from the fifteenth to the early nine-
teenth centuries. The creation of the human type that characterizes this stage, the
consumer, followed soon after the emergence of two other historically unique catego-
ries of human types: the capitalist and the laborer. Merchants had existed, of course, for
thousands of years, and people had always labored to produce goods and liked to
consume what they’d produced. But never before in history has there existed a society
founded on three categories of people: the capitalist, whose sole purpose is to invest
money to earn more; the laborer, whose sole means of support comes from the sale of
his or her labor; and the consumer, whose sole purpose is to purchase and consume
ever-increasing quantities of goods and services.

At some point in their lives, virtually everyone plays the roles of consumer,
laborer, or capitalist: as consumers, they buy goods and services; as laborers, they
work for wages; and as capitalists, they invest money in banks, insurance policies,

Table 1.2 Required Growth in Income and Spending over a Twenty-Five Year Period

Required Income Growth at 6 Percent
Required Income Growth 3 Percent  (with 0% inflation) or Income Growth

(with 0% inflation) at 3 Percent and Inflation at 3 Percent
Individual Corporate Tle [\ Te [TE] Corporate
2010 $ 30,000 $ 300,000,000 $ 30,000 $ 300,000,000
2015 34,855 348,550,000 40,494 404,940,000
2020 40,495 404,950,000 54,601 546,661,000
2025 47,048 470,048,000 73,783 737,830,000

2035 63,907 635,070,000 134,434 1,344,340,000
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Figure 1.2 Patterns of Relations in the
Culture of Capitalism

Consumer

Laborer Capitalist

pension plans, stocks (slightly more than half of American families partic-
ipate in the stock market, either directly or through investment accounts),
education, or other enterprises from which they expect to profit. What
ties together these roles, and indeed the entire culture, is money.

Thus, we can perhaps best conceptualize the working of the cul-
ture of capitalism as sets of relations between capitalists, laborers, and
consumers, tied together by the pursuit of money, each depending on
the other, yet each placing demands on, and often conflicting with,
the others. Regulating these relationships is the fourth element in our
scheme, the nation-state. In this cultural scheme, the nation-state serves
as, among its other functions, a mediator, controlling the creation and
flow of money and setting and enforcing the rules of interaction. But
most importantly, it must maintain economic growth. (Figure 1.2 is a
highly simplified model, but it serves to underline the key features and
unique style of the culture of capitalism.)

However, money is, obviously, the key to understanding this culture.
Jacob Needleman (1991:40-41) wrote that, in another time and place, not
everyone has wanted money above all else. People, he said,

have desired salvation, beauty, power, strength, pleasure, prosperity, expla-
nations, food, adventure, conquest, comfort. But now and here, money—not
necessarily even the things money can buy, but money—is what everyone
wants....Therefore, if one wished to understand life, one must understand
money in this present phase of history and civilization.

People require money as a means of exchange and, for the modern capitalist system
to function, money must constantly increase in supply—that is, it must perpetually
grow. Why this is so is not immediately apparent, even to many economists, but

Alchemists believed that the philoso-
pher’s stone could convert something
worthless into something of value,

should the money supply fail to expand, the whole system could collapse in eco-
nomic, political, and social ruin. Thus, virtually all of the issues discussed in this book

namely, worthless metal into gold. By ~ relate in one way or the other to money and people’s efforts to acquire it or compen-
adopting paper money as a medium of  sate for the lack of it.
exchange, the culture of capitalism has But first, given its central role in the working of the entire society, let’s begin with

invented a new philosopher’s stone—
one every bit as powerful as that
sought by magicians of another time.

SOURCE: Chronicle/Alamy Stock Photo

a brief primer on the nature of money and an exploration of how money has assumed
its importance and how it determines how we live our lives.

A Primer on Money:
The Philosopher’s Stone

Commonly we consider money primarily as a
standardized means of exchange—that is, as a sub-
stance with which the value of goods and services
can be compared and traded, a tool, so to speak.
But to view money only in that way is to misunder-
stand its true importance. To better explain, think,
instead, of the philosopher’s stone. Magicians or
alchemists of the past sought the philosopher’s
stone because it was thought to have the magical
power to transmute base metals into gold, which
implies taking something that was considered
worthless and converting it into something of
value. Money is the modern-day equivalent of the
philosopher’s stone.



Historically there is a very real connection between money and alchemy. In the
sixteenth and seventeenth centuries, at the birth of the European modern world, new
technologies produced new stuff. Ships brought new goods from the near and far
east; the steam engine produced new efficiencies in mining; innovations in farming
methods increased food production. The problem was money. There wasn’t enough
of it, and without money, people couldn’t buy what was being produced or purchase
services that were being offered.

Money at the time consisted largely of gold and silver coins. The use of precious
metals as a medium of exchange can be traced back 5,000 years to Mesopotamia and
coins to the seventh-century B.c. These are examples of commodity money, substances
that had value in themselves. However, there is just so much gold and silver, and if
their supply doesn’t increase as fast as the production of commodities or services,
economies can’t grow. That’s where alchemy and the philosopher’s stone come in.
If enough gold and silver could not be discovered, mined, and turned into coins,
why not seek the method of turning lead or any base metal into gold—alchemy. And
that’s what people tried to do. Virtually every European ruler at the time had a court
alchemist working on discovering the secret of how to convert base metals into gold.
The main work of Sir Isaac Newton, the most famous scientist of the period, was
first and foremost alchemy and, later, as Warden of the English Mint, prosecuting
counterfeiters of the new paper money (Dobbs 1975; Wennerlind 2011). But when
alchemists failed to solve the gold problem, the next solution was credit-money, sub-
stituting paper for coins.

Precedent existed for paper money. “Exchange” or “demand” notes—paper cer-
tificates that could be exchanged for a valuable commodity, generally gold or silver—
were first used in China in the twelfth century and became common in Europe in
the fourteenth and fifteenth centuries (Williams 1997). Thus, a trader in Milan might
buy textiles from someone in Bruges and pay with a paper note backed by gold that
the seller could retrieve from a third party. Generally, banks or governments issued
exchange notes or paper money, but virtually anyone could do it. Theoretically, these
notes represented a specific amount of some valuable metal—usually gold or silver—
that could be retrieved on demand by the holder of the note.

The issuing of paper money was a huge step in helping to accelerate economic
growth because there was potentially no limit to the amount of money that could
be created. This was the first step in money magic: paper, which was essentially
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worthless, now had the same value as gold, silver, or other precious metals. In a wonder-
ful book, Money and Magic: A Critigue of the Modern Economy in the Light of Goethe’s Faust,
economist Hans Binswanger (1994) describes how Johann Wolfgang von Goethe, who
served as finance minister at the Weimar court, used his classic work Faust (published in
two parts in 1808 and 1832) for a commentary on the industrial economy, and, more spe-
cifically, on the nature of money. The original Faust, on whom the story is based, was a
magician, an alchemist. In Goethe’s book, Faust makes a bargain with Mephistopheles—a
devil—and together they create a new society based on paper money. Binswanger sug-
gests the alchemist’s attempts to convert lead into gold were abandoned

not because they were futile, but because alchemy in another form has proved so
successful that the arduous production of gold in the laboratory is no longer nec-
essary. It is not vital to alchemy’s aim, in the sense of increasing wealth, that lead
actually be transmuted into gold. It will suffice it a substance of no value is trans-
formed into one of value: paper, for example, into money. (Binswanger 1994:9)

There was, however, a couple of big loopholes with paper money that promised con-
vertibility into gold or silver. First, it required trust; people had to trust that the gold or
silver promised really existed and was accessible. Second, banks or other entities that
issued money were under no legal obligation to have on hand an amount of gold or
silver equivalent to the deposits they held or the amount of paper money they issued.
Banks were allowed to practice what is called fractional reserve banking; this means sim-
ply that they had to keep on hand only a fraction of gold deposited, lending the rest
and assuming that not everyone would demand their gold deposits all at once. Thus,
while the paper money was theoretically backed by gold or silver, the bulk of the paper
money issued was backed by nothing at all. Banks settled theoretically on about a 1:10
ratio; that is, for every dollar deposited, they could lend out ten paper dollars, even
though they did not have on hand the gold on which the money was based. This gave
to banks, and other private financial institutions, the power to literally create money
out of thin air. On the one hand, banks profited from the interest on the loans, and, on
the other, people had more money to spend. Problems occurred when, after an eco-
nomic boom, the economy slowed down and depositors demanded their gold. Unable
to pay all their depositors because they had issued notes in excess of the amount of
gold they had on hand, banks failed and people lost their savings.

In 1913, the U.S. government tried to address some of these problems by creat-
ing the Federal Reserve Bank to control and stabilize the money supply. The Federal
Reserve Bank, which is a private corporation, creates money buying stuff, usually U.S.
government bonds, although, theoretically it can buy anything. The money that it uses
to buy things, is simply created out of thin air. The debt represented by the bonds or
securities issued by the government becomes an asset (i.e., money owed to the Federal
Reserve) that the Federal Reserve then distributes to member banks who, allegedly
following the fractional reserve requirement, can lend it out or invest it at a 10:1 ratio
to earn interest and/or dividends. Money simply represents debt (see Brown 2010;
Hallsmith and Lietaer 2012). Paper money was still tied to gold, and a person could
retrieve paper for gold, but the Federal Reserve could ensure that banks had enough
on hand, or could quickly acquire it, to honor withdrawals. In that way, banks could
honor requests for gold but be able to create new money by lending it out as interest-
bearing debt. But the Federal Reserve could still not address the limitations imposed
on economic growth by tying money to a fixed commodity. Solving that problem
required another bit of magic in the form of another government decree.

The next stage in the evolution of modern money occurred in 1931 when the
United States stopped allowing people in the country to convert paper money into
gold. The value of money was still tied to the value of gold, and exchanges with for-
eign governments still occurred in gold. However, in the 1960s the United States had
flooded the world with so many dollars, partially because of spending on the war in



Indo-China, that it could no longer back its money with gold. Consequently, in 1971,
when Great Britain asked to cash in its dollars for gold, the Nixon administration uni-
laterally severed the link between dollars and gold. This marked the final shift from
commodity to fiat or debt money—paper that was used as evidence of a claim to eco-
nomic value but that, legally, was not redeemable for anything. As we’ll see later when
we examine the history of global finance, war has frequently been intimately linked to
changes in the nature and amount of money.

As might be expected, with dollars backed by nothing, the money supply could
rapidly grow, and theoretically could then match or exceed the growth or potential
growth of the economy. More importantly, the Federal Reserve in the United States
(which serves as the U.S. central bank) and central banks in other countries could
develop ways to control the money supply, ensuring that it grew fast enough to keep
up with economic growth but not so fast that inflation resulted. Inflation would occur
when the amount of money exceeded the value of goods and services that people
demanded, thus driving up the prices as buyers competed for scarce resources. If,
however, the supply of goods and services exceeded the money supply, prices would
decline as sellers competed for limited dollars, which would lead to deflation. Thus,
balancing the amount of money in circulation with the goods and services that could
be purchased is a major challenge for central banks, such as the U.S. Federal Reserve.

When we think of money, we think of bills and coins. But that is only a small part
(5 percent to 10 percent) of the money supply. The rest exists only as figures on paper
(or in computers) in banks and in the records of other financial institutions.

Figure 1.3 show the kinds of money, or money stocks, in circulation in the United
States along with their growth from 1959 to 2016. You'll note that money is categorized
by how easy it is to spend or the extent to which it serves as a store of value as opposed
to a means of exchange. Currency, the easiest to spend, consists of paper notes and
coins in circulation; M1 includes currency plus traveler’s checks, demand deposits,
and other checkable deposits; M2 includes M1 plus “near money”—savings deposits,
money market securities mutual funds, and other short time deposits. M3, which the
Federal Reserve ceased publishing in 2006, consists of large time deposits, institutional
money market funds, and other assets that serve largely as long-term stores of value.

Figure 1.3 U.S. Money Supply by Type: 1959-2016

SOURCE: https://fred.stlouisfed.org/series/M1SL; https://research.stlouisfed.org/fred2/series/M2/; http://www
federalreserve.gov/releases/h6/hist/h6histb.txt
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In sum, the M2 money supply in 2016, over $13 trillion, was more than forty-three
times larger than it was in 1959, $300 billion. You can perhaps begin to see why money
represents a magical process. Because fiat or debt money is backed by nothing other
than the legal power of the nation-state, but can be converted into all kinds of goods
and services, we have further succeeded in the alchemist’s goal of taking something
that is essentially worthless (paper) and turning it into objects of value (whatever we
can obtain with this paper).

But, as Faust learned in his bargain with the devil, there is often a price to pay for
access to the philosopher’s stone.

The Consequences of a System of Debt Money'

One of the obvious consequences of issuing money as interest-bearing debt, is that the
more money is issued, the more must be paid back. Put another way, the more money,
the more debt. Figure 1.4 shows the growth of total debt—government, corporate,
financial, and consumer—in the United States from 1951 to 2015. It now exceeds more
than $60 trillion. Global debt is over $200 trillion, but we’ll examine that in Chapter 13.

The key thing to remember about debt money is that it is lent into existence as
interest-bearing debt. Consequently every dollar, euro, or pound must earn interest
with money that doesn’t yet exist. The interest it earns goes to the bank or the people
or institutions who own the debt. As we'll see, this has enormous implications for our
financial system and for the division of our societies into debtors and creditors. But
consider for now that everything you buy, every service you pay for, or every tax that
you pay, contains interest on someone’s or something’s debt.

Lending money into existence has advantages—theoretically only people who are
capable of paying it back will get it; and, lending money with a requirement that it
be repaid with interest disciplines people to work. However, debt money also con-
centrates wealth in the hands of a few, and, perhaps most importantly, it also exerts
constant pressure for economic growth at any cost in order to maintain the interest
payments on the money lent. Put another way, the money supply can grow, and

FIGURE 1.4 Total U.S. Debt Liabilities: 1951-2015
SOURCE: https://fred.stlouisfed.org/series/TCMDO
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continue to do so only if there is a corresponding amount of economic activity. That is,
when money is lent into existence it must earn itself and the interest. But, how does the
money continue to grow?

To answer this question economist Barbara Garson deposited $50,000 (a publish-
er’s advance on the book she was writing) in a small rural bank, the Bank of Millbrook,
New York, and asked them to help her trace what happened to her money. The bank
couldn’t just hold it, because they had to pay interest on the deposit. The money had
to keep moving and growing. So while giving Garson 2'2 percent interest, they imme-
diately sold it to Chase Bank at 4% percent; but Chase, of course, had to move it out at
a still higher rate. As Garson said,

I thought of my money as the raw material that banks need and want in order
to make more money. But I was beginning to sense, however fuzzily, that it
could also be a hot potato that Millbrook passed to Chase and Chase had to
pass quickly to the next guy. Whoever held it, even for a second, had to pay interest.
Which means he had to be able to collect interest. If he couldn’t, he got burned. (Garson
2001:39-40 emphasis added)

Thus Chase lent money to, among others, a Brooklyn fish company, which, Garson
discovered, got much of its fish from East Asia, and to an oil company in Malaysia
that was building a new refinery. Marveling at the power of money to mobilize people
and resources, Garson traveled to Malaysia to see how her money was at work and
discovered that thousands of people were getting jobs directly and indirectly through
the money invested in the refinery. She also spoke to the fishermen in the area, some of
whose catch may have been going to the Brooklyn fish market and discovered that the
oil refinery polluted coastal waters and forced the fishermen to go farther out to sea for
their catch. They talked to Garson about the good old days and the catches they used
to bring home and the amount of work they have to do today to succeed.

“Some fisherman are lazy,” one of the fishermen commented, “If they caught a lot
today, they don’t go out tomorrow. But I think differently. If we catch a lot today we go
out tomorrow, catch more.”

But another man, says Garson, politely disagreed. “You're free to do what you
want. You can go out three day a week or twenty days a month. You stop when you have
enough.”

While she says that she didn't realize it at the time, she later thought it was the
most subversive thing she heard in all her travels: “The one thing my money could not
do,” she says, “was stop”(Garson 2001:105-106).

Thus for our economic system to work, the money that is lent into existence must
keep working, in perpetuity, to earn more. But, as Garson found out, it continues to
grow only at a cost, in this case to coastal environments. And this highlights another
problem with debt money—the limit on things into which money can be converted.
Although the money supply might be unlimited, the goods and services that people
can buy with their money are not. But if economic growth (and the supply of money)
must increase every year (and, according to most economists, must increase at a rate of
at least 3 percent to maintain a healthy economy), then so must the things that money
can buy. When money was tied to and limited by a commodity such as gold, the
money supply was constantly trying to keep up with the goods and services available.
However, once money was uncoupled from anything of value and could infinitely
grow, the situation was reversed and goods and services began to chase the money
supply. Thus, where we used to have a situation where we needed more and more
gold to grow, now we simply need more and more stuff. In other words, the money
supply must grow if the economy is to remain healthy, and for the money supply to grow, there
must be a steady increase in the goods or services that money can buy. It is from this simple
fact that many of the problems we discuss in this book derive.
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Figure [.5 The Conversion of Natural, Political, and Social Capital into Money
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Consequently, for the economy to grow, there must be a constant conversion of
things that have no monetary value into things that do—that is, there must be con-
stant commodification, because money can only grow through a process whereby
nonmonetary wealth, goods, or values are converted into things of monetary worth
(see, e.g., Bourdieu 1986:243). In this conversion process lies the genius of capitalism.
In it also lies the secret of our Faustian bargain. Through the operation of a myriad
of rules, regulations, values, and laws, the culture of capitalism encourages the con-
version of items and activities that have no intrinsic monetary worth—but that are
nevertheless valuable and even necessary in other ways—into items and activities that
can be bought and sold in the marketplace. Thus, trees, lakes, and mountains must be
converted into things that can be sold in the marketplace; activities once associated
with family life and given freely, such as child care, food preparation, and education,
must be converted into monetary activities; and freedom itself can be exchanged for
money as powerful corporations use their money to gain political access and power
(see Figure L.5).

In sum, then, our culture works largely on a magical principle in which money,
an item of no intrinsic value, perpetually increases in quantity by being lent into exis-
tence while we work to convert more and more nonmonetary capital into goods and
services that this money can buy. Of course, this is a simplification of everything that
must be done to keep the system working. In the next four chapters, we describe how
the consumer, the laborer, the capitalist, and the nation-state operate to maintain this
magic act. In Part II we’ll examine what economists term the externalities of the work-
ing of the market, such as the environmental damage witnessed by Barbara Garson,



and in Part III we’ll explore the ways that groups of people have found to resist the
sometimes-negative consequences on their lives from these externalities. The final
chapter will propose some of the actions that are necessary to remedy the problems
we will explore.

This book does suggest that what we term capitalism has been distorted by a
financial system that requires perpetual growth, and that this growth is unsustain-
able. Not everyone agrees; some, including most mainstream economists, argue that
sustained economic growth can solve many of the problems that we’ll be examining.
Consequently, much of this book is designed to explain how we got where we are and
weigh the evidence of whether the harms done by a commitment to perpetual eco-
nomic growth are greater or lesser than the good.

Part | Introduction

11



12

Chapter 1
Constructing the
Consumer

Learning Objectives

1.1 Describe the role of the four factors in the creation of a consumer
economy.

1.2 Explain the role of childhood in consumer capitalism.
1.3 Describe the globalization of consumer capitalism.

1.4 Summarize the impact of a consumption-driven lifestyle
of capitalist culture.

The consumer revolution is a strange chapter in the ethnographic history of the
species. For what may have been the first time in its history, a human com-
munity willingly harbored a nonreligious agent of social change, and permitted
it to transform on a continual and systematic basis virtually every feature of
social life.

— GRANT MCCRACKEN, Culture and Consumption

The... metamessage of our time is that the commodity form is natural and ines-
capable. Our lives can only be well lived (or lived at all) through the purchase of
particular commodities. Thus our major existential interest consists of maneuver-
ing for eligibility to buy such commodities in the market. Further, we have been
taught that it is right and just—ordained by history, human nature, and God—that
the means of life in all its forms be available only as commodities .... Americans
live in an overcommodlfied world, with needs that are generated in the interests of
the market and that can be met only through the market.

— STEPHEN FJELLMAN, Vinyl Leaves

The culture of capitalism is devoted to encouraging the production and sale of com-

modities. For capitalists, the culture encourages the accumulation of money; for
laborers, it encourages the accumulation of wages; and for consumers, it encourages
the accumulation of goods. In other words, capitalism defines sets of people who,
behaving according to a set of learned rules, act as they must act.

There is nothing natural about this behavior. People are not naturally driven to
accumulate wealth. There are societies in which such accumulation is discouraged.
Human beings do not have an innate drive to accumulate commodities; again, there are
plenty of societies in which such accumulation is discouraged. People are not driven to
work; in fact, contrary to popular notions, members of capitalist culture work far more
than, say, people who live by gathering and hunting (see, e.g., Schor 1999). How does
culture, as anthropologists use the term, encourage people to behave in some ways and not in
others? Specifically, how does the culture of capitalism encourage the accumulation of money,



wages, commodities, and debt? How does it, in effect, encourage perpetual growth and what
amounts to perpetual change?

It is not easy to describe the effects of culture on people’s lives; anthropologists
have noted that culture consists of all learned beliefs and behaviors, the rules by
which we order our lives, and the meanings that human beings construct to interpret
their universes and their places in them. Yet, using these abstract descriptions, it is
difficult to understand how pervasive our culture can be in determining our view
of the world. It may help, therefore, to provide a metaphor for culture in the form
of a practice of another culture: the sandpaintings of the Navajo of the American
Southwest.

Among the Navajo there is a healing practice in which a curer, using colored sand,
cornmeal, or other bits of material, draws on the ground a miniature representation of
the universe. Although there are perhaps a thousand versions of these drawings, each
contains vital elements of what, for the Navajo, define the general conditions of exis-
tence. Navajo conceptions of space are indicated by symbols of the world’s directions
and that of social life by the distribution of Navajo houses (hogans) and mythic beings;
values are represented in the stories and chants associated with each sandpainting.
Material items critical to Navajo existence (e.g., horses or ritual items) are also por-
trayed. Once the work is completed, the patient sits on or in the sandpainting, and a
curing ceremony, accompanied by chanting and prayer, proceeds. Illness, the Navajo
claim, is the result of persons’ losing their proper place in the world; the aim of the
ceremony is to restore the patient to that place. When the ceremony is completed and
harmony restored, the sandpainter destroys the painting.

Navajo sandpainting contains all the elements of what anthropologists often mean
by the term culture. Like the sandpainting, a culture serves to define the universe as it is
supposed to exist for a people. The sandpainting contains the key elements and symbols
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Navajo sandpaintings serve as
therapeutic stages on which a person’s
place in the universe is defined and
ritually enacted.

SOURCE: Chuck Place/Alamy Stock Photo
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that people use to locate themselves in physical and social space. It affirms the place of
the person in the created world and the values that govern people’s lives. Like the sand-
painting, particular cultural representations serve as therapeutic frames that communi-
cate to us who and what we are and how we figure in the larger order of things. These
representations are therapeutic because they help people resolve the contradictions and
ambiguities that are inherent in any cultural definition of reality and self.

Furthermore, every society has its sandpainters, those individuals who are given or
who take responsibility for representing the universe to others and who have the power
to define those elements that are essential for others in locating and defining their identi-
ties. In some societies, as among the Navajo, it is the curer, shaman, mythmaker, or sto-
ryteller; in others, it is the priest, poet, writer, artist, singer, or dancer. In capitalism, the
sandpainter works in churches, synagogues, or mosques; in theaters; through television
sets; at sporting events; or in the shopping malls that reaffirm the vision of abundance
central to the consumers’ view of the world. Contemporary sandpainters, including
marketing specialists, advertisers, government agents, corporate public relations spe-
cialists, entertainers, and journalists, create a vision of the world designed to maximize
the production and consumption of goods. They have helped to create a culture in which
the prime elements are commodities and in which the consumer’s first duty is to buy (or
“Shop till you drop,” as a popular bumper sticker advises). It is a culture in which virtu-
ally all our everyday activities—work, leisure, the fulfillment of social responsibilities,
and so on—take place in the context of commodities, and in which shopping, like the
sandpainting cure, serves as a therapeutic activity. These contemporary sandpainters
construct for us a culture in which at one time or another every individual assumes the
identity of consumer. The question we need to explore first is, How was the universe of
the consumer and the consumer her- or himself created?

Remaking Consumption

1.1 Describe the role of the four factors in the creation of a consumer economy.

The consumer did not, of course, appear full blown in the early twentieth-century
United States. Mass consumption of certain goods—notably addictive substances
such as tobacco, opium, rum, gin, coffee, and tea—arguably fueled the Industrial
Revolution and even Europe’s colonial domination of Asia, Latin America, and Africa
(see, e.g., Trentmann 2016). This consumption also defined the methods by which later
commodities were produced, distributed, and consumed (see, e.g., Trocki 1999). But,
since these items were physically addictive and required little marketing, merchants
generally paid little attention to how these and other goods were marketed or dis-
played, assuming that when people needed their products, they would buy them.
It was this attitude in the United States of a century ago that was to undergo a pro-
found change.

The change did not occur naturally. In fact, the culture of nineteenth-century America
emphasized moderation and self-denial, not unlimited consumption. People, workers in
particular, were expected to be frugal and save their money; spending, particularly on

luxuries, was seen as “wasteful.” People purchased only necessities—basic foodstuffs,
clothing, household utensils, and appliances—or shared basic items when they could. If
we look at a typical inventory of the possessions of an American family of 1870-1880, we

find a pattern very different from that of today. In 1870, 53 percent of the population lived

and worked on farms and produced much of what they consumed. One Vermont farm-
wife recorded making 421 pies, 152 cakes, 2,140 doughnuts, and 1,038 loaves of bread in
one year (Sutherland 1989:71). Household items were relatively simple—a dinner table,
wooden chairs, beds, and perhaps a carpet or rug. There were a few appliances to aid
housework—cookstoves, eggbeaters, apple parers, pea shellers, and coffee mills—but
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most other housework required muscle; even hand-cranked washing

machines were not available until the late 1870s. Although most peo-

ple, except the poorest or most isolated families, did buy some ready-
made clothing, most of the items people wore were made at home

and were largely functional. Furthermore, because the vast majority

of American families lived on farms, most of the family capital was

invested in farming tools and implements. There were, of course, ex-
ceptions. The wealthy members of society competed with each other

in the ostentatious display of wealth and luxury, as they had for cen-

turies. But they represented a small percentage of the population.

Of course, Americans did not yet have electricity, the automo- |

bile had yet to be invented, and the money supply was far more
limited than it is today. Nevertheless, to transform buying habits, luxuries had to be

transformed into necessities. In America, this was accomplished largely in four ways:
a revolution in marketing and advertising, a restructuring of major societal institu-
tions, a revolution in spiritual and intellectual values, and a reconfiguration of space
and class.

Marketing and Advertising

First, there was a major transformation of the meaning of goods and how they were
presented and displayed. For most of the eighteenth and nineteenth centuries, retail-
ers paid little attention to how goods were displayed. The first department store—
Bon Marché—opened in Paris in 1852, allowing people to wander through the store
with no expectations that they make a purchase. Enterprises such as Bon Marché were
devoted to “the arousal of free-floating desire,” as Rosalind Williams put it (McCracken
1988:25). The display of commodities helped define bourgeois culture, converting the
culture, values, attitudes, tastes, and aspirations of the bourgeoisie into goods, thus
shaping and transforming them (Miller 1994).

But Bon Marché was an exception. In stores in the United States, most products
were displayed in bulk, and little care was taken to arrange them in any special way.
Prepackaged items with company labels did not even exist until the 1870s, when Ivory
Soap and Quaker Oats appeared (Carrier 1995:102). Shop windows, if they existed,
were simply filled with items that had been languishing in back rooms or warehouses
for years. Even the few large department stores of the mid-nineteenth century, such as
that of Alexander Turney Stewart, the Marble Palace in New York, paid little attention
to display. It was not until the 1890s and the emergence of the department store in the
United States as a major retail establishment that retailers began to pay attention to
how products were presented to the public.

The department store evolved into a place to display goods as objects in them-
selves. When Marshall Field’s opened in Chicago in 1902, six string orchestras filled
the various floors with music, and American Beauty roses, along with other cut flow-
ers and potted palms, bedecked all the counters. Nothing was permitted to be sold on
the first day, and merchants in the district closed so that their employees could visit
Field’s. Later, elaborate theatrical productions were put on in the stores, artworks were
exhibited, and some of the most creative minds in America designed displays that
were intended to present goods in ways that inspired people to buy them. The depart-
ment store became a cultural primer telling people how they should dress, furnish
their homes, and spend their leisure time (Leach 1993).

Advertising was another revolutionary development that influenced the creation
of the consumer. The goal of advertisers was to aggressively shape consumer desires
and create value in commodities by imbuing them with the power to transform the
consumer into a more desirable person. Before the late 1880s, advertising was looked
down on and associated with P. T. Barnum-style hokum. In 1880, only $30 million was

The United States
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invested in advertising in the United States; however, by 1910, new businesses, such as
oil, food, electricity, and rubber, were spending $600 million, or 4 percent of the national
income, on advertising. By 1929, advertising was an $11 billion enterprise, and by 1998,
the amount spent globally on advertising reached $437 billion. By 2016, global adver-
tising expenditures reached almost $500 billion (Handley 2016; Lee 2012), or more than
the GDP of Sweden.

By the early twentieth century, national advertising campaigns were being ini-
tiated and celebrities were being hired to offer testimonials to their favorite com-
modities. Advertising cards, catalogs, and newspaper ads became a regular feature
of American life. Outdoor advertising—billboards, signs, and posters—appeared
everywhere. Electrical advertising—neon and flashing signs—were marketed, and
Broadway became famous as the “Great White Way.” Today, advertising plays such
a ubiquitous part in our lives that we scarcely notice it, even when it is engraved or
embroidered on our clothing.

Another boon to merchandising was the idea of fashion: the stirring up of anxiety
and restlessness over the possession of things that were not “new” or “up-to-date.”
Fashion pressured people to buy not out of need but for style—from a desire to con-
form to what others defined as “fashionable.”

It is hardly surprising, then, that the garment industry in America led the way in
the creation of fashion; its growth in the early 1900s was two or three times as great as
any other industry. By 1915, it ranked only behind steel and oil in the United States.
Fashion output in 1915 was in excess of $1 billion; in New York alone, 15,000 estab-
lishments made women’s clothes. New fashion magazines—Vogue, Cosmopolitan, and
the Delineator—set fashion standards and defined what the socially conscious woman
should wear, often using royalty, the wealthy, and celebrities as models. In 1903, the
fashion show was introduced in the United States by Ehrich Brothers in New York
City; by 1915, it was an event in virtually every U.S. city and town. Relying on this
popularity, the first modeling agency was founded in New York by John Powers in
1923 (Leach 1993:309). The entertainment industry contributed by making its own
major fashion statements as American women of the 1920s sought to imitate stars such
as Clara Bow.

The importance of fashion hasn’t changed, and fashion magazines remain, as film
critic Manohla Dargis (2009) put it, “temples of consumption.” Reviewing the docu-
mentary, The September Issue, about the creation of a single issue of Vogue, she notes
that the glossy images, expensive clothes, and accessories displayed in its pages are
about creating desires and transforming wants into needs. The magazine, of course,
wants to sell the stuff that adorns its pages; however, more than that, it wants to instill
in the reader sets of aspirations. It seeks to define tastes using attractive models and
celebrities to define what the well-dressed woman should wear.

Another addition to the marketing strategy was service, which included not only
consumer credit (charge accounts and installment buying) but also a workforce to
fawn over customers. Customers became guests.

William Leach suggested that service may have been one of the most important
features of the new consumer society. It helped, he said, mask the inequality, poverty,
and labor conflicts that were very much a part of the United States at this point in
its history. If one wanted to understand how consumer society developed, Leach said,
one could look at the rise of service. As economic inequality rose in America, and as
labor conflict increased, Americans associated service with the “promise of America.”
Service conveyed to people the idea that everything was all right, that they had nothing
to worry about, and that security and service awaited them. Service expressed what
economists then and now would refer to as the “benevolent side” of capitalism that
exchanged a steady flow of profits for greater comfort. From this perspective capitalism
did not just seek profit, but satisfied people’s needs by being more efficient. “Capital,”
said one turn-of-the-century economist, “reigns because it serves” (Locke 1984:111).



The Transformation of Institutions

The second way in which American buying habits were changed was through a trans-
formation of the major institutions of American society, each redefining its function to
include the promotion of consumption. Educational and cultural institutions, govern-
mental agencies, financial institutions, and even the family itself changed their mean-
ing and function to promote the creation of the ultimate consumer.

Before 1900, the contributions of universities to the capitalist economy largely
dealt with how to “make” things—that is, with the production of commodities.
Virtually no attention was paid to selling or keeping track of what was sold. For exam-
ple, there was no systematic examination of mass retailing, credit systems, or banking
offered by America’s schools or universities. In the twentieth century, however, that
began to change. For example, in New York City there was the good-design or arts-
in-industry movement; schools, such as the Pratt Institute and the New York School
of Fine and Applied Arts (now Parsons School of Design), developed and began to
prepare students to work in the emerging sales and design industries and in the large
department stores. The University of Pennsylvania’s Wharton School for Business and
the Harvard School for Business introduced programs in accounting (virtually non-
existent before then), marketing, and sales. In 1919, New York University’s School of
Retailing opened; in the mid-1920s, Harvard and Stanford established graduate busi-
ness schools as did such schools as Northwestern and other universities in Michigan,
California, and Wisconsin soon after. Today, there are virtually no two-year or four-
year colleges that do not offer some sort of business curriculum.

Museums also redefined their missions to accommodate the growth of the con-
sumer culture. The American Museum of Natural History and the Metropolitan
Museum of Art in Manhattan, the Brooklyn Museum, and the Newark Museum—all
heavily endowed by wealthy patrons such as ]J. P. Morgan—began to make alliances
with business. Curators lectured to designers on Peruvian textiles or primitive dec-
orative art. The head of the American Museum of Natural History, Morris D’Camp
Crawford, assisted by the head of the anthropology department, Clark Wissler, urged
businesspeople and designers to visit the museum. Special exhibits on the history of
fashion and clothing were arranged, and Wissler even borrowed the window-display
techniques of New York department stores for his exhibits (just as window-display
designers had borrowed the idea of the mannequin from anthropologist Franz Boas’s
exhibit of foreign cultures at the 1893 World’s Columbian Exposition in Chicago). The
editor of Women’s Wear magazine praised the museum for being “the most progressive
force in the development of the designer” (Leach 1993:166).

The second set of institutions to aid in the development of consumer culture
comprised agencies of the local and federal governments. The state, as an entity,
had long taken a lively interest in commerce within its borders (as we’ll see when
we examine the history of global capitalist expansion in Chapter 3). But prior to
the twentieth century, the state’s concerns focused largely on the manufacture of
commodities, the organization of business, the control of labor, and the movement
of goods. It wasn’t until the twentieth century that state agencies began to concern
themselves with the consumption end of the business cycle. In fact, it may not be an
exaggeration to say that the government did more to create the consumer than did
any other institution.

Nothing better represents the increasing role of the federal government in the pro-
motion of consumption than the growth of the Commerce Department under Herbert
Hoover, who served as its head from 1921 until his election as president in 1928. When
the Commerce Building opened in Washington in 1932, it was the biggest office struc-
ture in the world (and was not surpassed in size until the Pentagon was built a decade
later). At the time, it brought together in one building virtually all the government de-
partments that had anything to do with business, from the Patent Office to the Bureau
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