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History of ConsumerismHistory of Consumerism

Central Paradox:Central Paradox:
How did the Puritan tradition of thrift and How did the Puritan tradition of thrift and 
asceticism turn into a culture of spending asceticism turn into a culture of spending 

and materialism?and materialism?

It happened in three wavesIt happened in three waves



The First Wave of Consumerism The First Wave of Consumerism 
(1910s(1910s--1920s)1920s)

Mass productionMass production
Consumer durables appear in the  household Consumer durables appear in the  household 

ElectricityElectricity
Invented: electric washing machine and vacuum cleaner(1903), ForInvented: electric washing machine and vacuum cleaner(1903), Fordd’’s s 
Model T (1908), refrigerator (1913 Model T (1908), refrigerator (1913 see abovesee above))

Mass MarketingMass Marketing
The department store (Wannamaker, Marshall Fields, Woolworth, SeThe department store (Wannamaker, Marshall Fields, Woolworth, Sears ars 
etc.)etc.)

Creation of consumer creditCreation of consumer credit
Usury, pawnshops and borax houses (stores selling cheap goods onUsury, pawnshops and borax houses (stores selling cheap goods on
installment)installment)
A.P. A.P. GianniniGiannini (Bank of Italy (1904) (Bank of Italy (1904) Bank of America)Bank of America)

1906 San Francisco earthquake1906 San Francisco earthquake
ChargaCharga--plate 1920s plate 1920s 

Great Depression 1929Great Depression 1929--19411941



The Second Wave of ConsumerismThe Second Wave of Consumerism 
19451945--19751975

PostPost--WWII boom WWII boom 
Growing productivity, rising incomesGrowing productivity, rising incomes

1960s Women enter the labor force1960s Women enter the labor force
Competitive consumptionCompetitive consumption

Income and desires are still connected Income and desires are still connected ––
Keeping up with the Joneses (your neighbors)Keeping up with the Joneses (your neighbors)

Consumer creditConsumer credit
Diners Club Card (1950), Bank of America Card (1958, 1976 renameDiners Club Card (1950), Bank of America Card (1958, 1976 renamed d 
Visa)Visa)



The U.S. has no statutory minimum The U.S. has no statutory minimum 
annual paid leaveannual paid leave





Work vs. leisureWork vs. leisure
Annual hours worked 

per capita and per worker, 2002
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Third Wave of ConsumerismThird Wave of Consumerism 
mid 1970s mid 1970s ---- 20082008

No increase in leisure No increase in leisure 
Increasing InequalitiesIncreasing Inequalities

Conspicuous spending at the topConspicuous spending at the top
Mass MediaMass Media

Growing expectationsGrowing expectations
Advertisement, television showsAdvertisement, television shows

CreditCredit
New tools for spendingNew tools for spending

New forms of consumer credit, overNew forms of consumer credit, over--indebtedness indebtedness 

Disconnect between incomes and desiresDisconnect between incomes and desires
The The ““aspiration gapaspiration gap”” ---- keeping up with the keeping up with the GatesesGateses



Home ownership grewHome ownership grew



The housing bubbleThe housing bubble



Consumer debt on the riseConsumer debt on the rise



Both mortgage and consumer debt Both mortgage and consumer debt 
rose substantially in the last decaderose substantially in the last decade



People have saved less and lessPeople have saved less and less



Credit CardsCredit Cards
20002000 159 million cardholders159 million cardholders
20062006 173 million cardholders  (Census Bureau)173 million cardholders  (Census Bureau)

Half of Americans have two or more (Experian, February 2007)Half of Americans have two or more (Experian, February 2007)
The average amount of credit card debt is $5,710 for those who The average amount of credit card debt is $5,710 for those who 
have cards (have cards (TransUnionTransUnion, December 2008)), December 2008))

About 40% of cardholders carry a balance less than $1,000 and About 40% of cardholders carry a balance less than $1,000 and 
15% carry more than $10,000 (15% carry more than $10,000 (myfico.commyfico.com))
Typical consumer  has access to $19,000 on all credit cards Typical consumer  has access to $19,000 on all credit cards 
combine (combine (myfico.commyfico.com))
76% of undergraduates have credit card and the average balance i76% of undergraduates have credit card and the average balance is s 
$2,200 and, additionally, will amass almost $20,000 debt  (2004)$2,200 and, additionally, will amass almost $20,000 debt  (2004)
(Nellie Mae 2004)(Nellie Mae 2004)
One in four students surveyed by PIRG reported to have paid lateOne in four students surveyed by PIRG reported to have paid late
fees and 15% have paid fees and 15% have paid ““over the limitover the limit”” fees (U.S. PIRG)fees (U.S. PIRG)



Who gets creditWho gets credit
Three Credit BureausThree Credit Bureaus

Experian, Equifax,  Experian, Equifax,  TransUninionTransUninion
Credit history  Credit history  

Free annual credit history Free annual credit history https://https://www.annualcreditreport.com/cra/index.jspwww.annualcreditreport.com/cra/index.jsp

Credit scoreCredit score
FICO (Fair, Isaac Co.) score  300FICO (Fair, Isaac Co.) score  300--850850

Median 723Median 723
Payment history 35%Payment history 35%
Amounts owed 30%Amounts owed 30%
Length of credit history 15%Length of credit history 15%
New credit 10%New credit 10%
Types of credit used 10%Types of credit used 10%

Credit score used forCredit score used for
LoansLoans
RentalsRentals
Job applicationsJob applications
Car insurance premiumCar insurance premium

https://www.annualcreditreport.com/cra/index.jsp
https://www.annualcreditreport.com/cra/index.jsp
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