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The Scottish-Canadian political economist John Rae (1796-1872) is said to hold an important place in the history of political economy in the nineteenth century. His works are said to have influenced the likes of social scientists such as Nassau Senior, John Stuart Mill, Joseph Schumpeter and the Norwegian-American political economist, Thorstein Veblen (Edgell and Tillman, 1991). One topic on which both men wrote was the theory of conspicuous consumption; the “ostentatious display of wealth for the purposes of acquiring or maintaining status or prestige” (Page, 1992). Both men observed this emerging trend in their respective environments, with Rae including his thoughts on it in his Statement of Some New Principles on the Subject of Political Economy, published in 1834, and Veblen writing on it in 1899 in The Theory of the Leisure Class: An Economic Study of Institutions. This paper then, aims to compare and contrast the views of both Rae and Veblen on the theory of conspicuous consumption, identifying where their thoughts are alike and where they diverge. 

In the period before the year 1500, ostentatious economic displays were seen as acceptable demonstrations of status and rank by the rich, however in the years to follow, consumption of such luxury goods would come to be deemed morally wrong and against commercial interest by Mercantilist thinkers who associated economic growth with high savings (Hamouda et al, 1998). Rae echoed these thoughts in his New Principles, arguing that the demand for luxury goods channeled money and effort into immediate gratification rather than into the savings and investment which served long-term prosperity, and in doing so, worked against the national interest (Hamouda et al, 1998). Rae (1834) defined these luxuries as “the expenditure occasioned by the passion of vanity”, which he described as “the mere desire of superiority over others…a purely selfish feeling; its pleasures centre on the individual…its aim…,is to have what others cannot have”. He further argued that vanity of this kind could only be satisfied when the luxury consumption it encouraged was “conspicuous” (Hamouda et al, 1998). Rae’s views on conspicuous consumption are said to have been influenced by the great Adam Smith, who, like Rae, realized that vanity and the wish to appear superior within one’s community affected all members of society (Hamouda et al, 1998). Realizing that conspicuous consumption had been made important in many societies, Rae surprisingly conceded that individuals who consumed conspicuously in order to protect their position in society could not be blamed for such actions, claiming that “A physician, unless dressed in silk and cow’s hair passes for ignorant and is employed by no one” (Hamouda et al, 1998). Rather, Rae believed that only when luxury consumption was excessive in nature and not central to sustaining social position could it be considered meritless and thus damaging to the community. Undoubtedly influenced by his involvement and commitment to the Presbyterian Church, he saw conspicuous consumption as unnecessary, and something that was to be resisted (Hamouda et al, 1998). Rae’s feelings on this matter were very strong, as he believed that personal indulgence and vanity such as this could only lead to national economic decline. He hypothesized that if the capitalist class was able to consume conspicuously without end, eventually the social and economic distance between themselves and the labour class would increase, resulting in a loss of social cohesion. The labourers, seeing an insurmountable gap between themselves and the over-indulgent capitalists, would abandon gradual upward mobility, and seek to improve their station in life through similar wasteful expenditures. In turn, Rae believed that this would lead to neglect and a lack of necessities for the family, labourers becoming lazy, and reduced efforts to save (Hamouda et al, 1998). Clearly, Rae vehemently opposed the conspicuous consumption of “wasteful” and luxurious goods, and prophesized that it could only lead to the economic and social downfall of society. 

Thorstein Veblen’s first writings on what would become his theory of conspicuous consumption appear in an 1894 article titled “The Economic Theory of Women’s Dress”, where he argues that apparel is worn for two reasons: “clothing” or “physical comfort”, and “dress” or “reputable appearance” (Edgell et al, 1991). He continues that dress can be used to exhibit conspicuous expensiveness, conspicuous waste, and conspicuous abstention from useful effort. Veblen furthers his idea of conspicuous waste, claiming that its principle encourages people to wear “nothing that is out of date”, that is, nothing that is “out of fashion” (Edgell et al, 1991). He acknowledges that an article may be both useful and wasteful, and that its utility to the consumer can be made up of use and waste in varying proportions (Veblen, 1899). Here using the term “waste” to describe expenditures that do not serve human well-being on the whole.  Furthermore, in The Theory of the Leisure Class, Veblen (1899) states that “the failure to consume in due quantity and quality becomes a mark of inferiority and demerit. This applies particularly to food, drinks, narcotics, shelter and feasting”. Here remarking on the social stigma associated with not consuming large amounts of luxury goods. As well, he remarks that “no class of society, not even the most abjectly poor, forgoes all customary conspicuous consumption”, demonstrating that it is not a phenomenon restricted to only the wealthy, and further claims that “the conservatism of leisure-class culture acts to retard innovation and the growth of social structure”. 

In their observations and analyses of the social and economic causes and effects of conspicuous consumption, there are numerous similarities, as well as dissimilarities between the views of Rae and Veblen. One of the first similarities in their two views is that both men made the distinction between the economic and social sides of commodities, and recognized that individuals operate in a social setting. Rae (1834) claiming that “man hardly exists but in a social state”, and Veblen (1899) acknowledging that man “is a social animal”. Similarly, both clearly distinguished between useful commodities which satisfied “elementary” wants, and the luxurious commodities which served only as a demonstration of one’s social rank. As well, both observed that society’s lower classes seemed to imitate the upper-class when it came to consuming conspicuously; recognizing that it was nearly impossible for any one person to avoid what had become a societal norm. Perhaps most interestingly though, while both Rae and Veblen viewed conspicuous consumption as utterly wasteful, and emulative consumer behavior as a zero-sum game, both recognized the possibility that the production and consumption of luxury goods was not completely without advantage to the greater society. Rae argued that the demand for luxury goods could perhaps stimulate inventions to produce such goods more cheaply, thus making them more available to the population (Edgell et al, 1991). Veblen believed that “diligence and thrift among the working class may be encouraged by the emulative process” (Edgell et al, 1991). However, while there are certainly several likenesses between the two men’s thoughts, there are also some differences. Some, such as Mason (1981) believe that Rae’s and Veblen’s approaches to conspicuous consumption were dissimilar. Certainly, the most obvious of these differences is that Rae focused almost exclusively on the policy implications of his economic analysis of the issue, whilst Veblen chose to focus on the social implications at hand. For example, Rae believed that luxuries should be more heavily taxed than utilities, thus increasing the income of the state at no real cost to society (Edgell et al, 1991). Veblen, however, chose to characterize the “vicarious leisure role of women and groups such as servants” as a significant social cost in a society characterized by conspicuous consumption (Edgell et al, 1991). This theme continues, as we see that Veblen places a greater emphasis on the historical and social implications of conspicuous consumption, whilst Rae’s outlook is almost completely economical. Veblen theorized conspicuous consumption in evolutionary terms, applying it to gender roles in addition to class relationships (Edgell et al, 1991). Rae, however, argued that the only motivation for consumption of such luxury goods was that of vanity-the desire to have what others cannot have (Hamouda et al, 1998). 

Clearly, it can be said that John Rae and Thorstein Veblen produced very comparable analyses of the theory of conspicuous consumption as they observed it in the nineteenth century. While Veblen’s writings on the matter appear to be the more developed, this can perhaps be attributed to his being familiar, and even influenced by Rae’s work. However, as it was a common practice of Veblen to not cite other’s work (Edgell et al, 1991), the degree to which Rae influenced Veblen’s writings on conspicuous consumption may never be known. Regardless, the contribution of these two esteemed political economists to the theory of conspicuous consumption must not be trivialized, as they certainly were the pioneers in developing an important theory that relates society’s social and economic spheres. 
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