Introduction:
In this lecture, we will discuss the general principle of consumption. The modern economy is consumption-driven. However, many economic problems are rooted in consumption. In this lecture, we will first focus on the most fundamental and physical driver of consumption, which is human wants. Then we will illustrate how the system of rites are used by the ancient sages as a practical and efficient tool to deal with many of the modern problems of consumption.
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Desire is something that everyone is born with. It is not a skill to be acquired or something needed to be told. It is natural. Except a few true sages, like Shakyamuni Buddha, Confucius, Mencius, Mohamed, Mohandas Gandhi, almost everyone has material wants, and a lot of it. Confucius said that, human lives in the enjoyment of all flavours, the discriminating of all notes of harmony, and the enrobing of all colours. From the writing of Si Ma Qian in the last lecture, we know that these liking and disliking of the five senses of man are the drivers of consumption, the consequential production process, and all the commercial activities that make it happen.
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Confucius’s teaching is a practical one. Although the ultimate purpose of his teaching is to liberate mankind from suffering and achieve enlightenment, just like the Buddha’s teaching, Confucius takes the feelings of man as the basis of his philosophy. Because, otherwise, his teaching will not be understood or accepted.
In his own words, Confucius said, “The feelings of men being the field to be cultivated, men would look up (to the sages) as to their landlords.”
In fact, the ancient Chinese governing principles are also based on human feeling. In the Book of Rites, according to Confucius, man has seven feelings which are given to him by nature and not by learning, namely, joy, anger, sadness, fear, love, hatred and desire. Among these seven feelings, the last two, hatred and desire, are the strongest of all. 
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“The things which men greatly desire are comprehended in food and drink and sexual pleasure; those which they greatly dislike are comprehended in death, exile, poverty, and suffering. Thus liking and disliking are the great elements in men's minds.”
This is very true. Ask anybody around us, who voluntarily likes to be in a poor and lowly position? Nobody. Everybody wants to be rich and powerful. Anybody who wants to get married at some point, would like to marry a good looking person.
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Mencius also said, “The appetite of food and of sex is the nature of man.” Again, he said, “A beautiful woman is what man desires ... wealth is what man desires ... political dignity is what man desires”. Of course, this is not limited to male, but also applied to female as well.
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The point that I’m trying to make, is that, the ancient sages knew very well about human feelings. So no matter how spiritual a person may be, the economics wants are the corner stone of human society. And human desire is the basis for both ethics and economics. So in order to lead mankind up to a higher ethical and spiritual level, the ancient sages and the governing principles of ancient China start from the foundation of human society, which is human desire, and direct people towards a higher moral level from there.
For instance, how should we guide people in their pursuit of wealth and honour? We can set a moral condition before giving out positions and paying salaries. We grand the virtuous persons with high positions and titles, and enrich those people who make real contribution to the wealth of nation. This way, everybody pursues high morality, and pursues a path of making contribution to the country. Sounds simple doesn’t it? Well it was done before, so, let’s do it again.
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But to be able to do that, let’s take it slow and learn the principle step by step. Now, coming back to the discussion of human desire. We know very clearly that the sages recognise human desire. Now, we ask the question, what are the views of ancient sages about human desire?
Confucius and his followers do not mean to extinguish desire. But the problem is, human wants and human desires have no limit. Some may say that human wants are greater now because of all the materials and products around us that distract us. In the ancients time people had limited supply so that they wanted less. This view is incorrect because human nature has never changed.
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Xun Zi illustrated this point clearly in his writing. He said people satisfy their mouth and appetite with delicacies; satisfy their sense of beauty with silk cloth; and people want better carriages to travel in. Xun Zi pointed out that, people do not stop here. After they have satisfied their need for survival, they simply accumulate surplus.
If there is anything that human do with any degree of consistency, the activity of feeding the mouth, covering the body with nice clothes, and getting a bigger car has never stopped, ever since mankind walked the earth. And with the advancement of technology and increasing number of consumer products, this activity can only occupy more of our lives.  Despite of this fact, have we ever stopped for moment, and asked ourselves, “when is enough?”
For the stereotype mentality, the asking of this question is immediately assigned to a negative tone, as in, “people are too greedy”. This is an oversimplification of our situation, and that is not what the sages meant.
How we respond to this question is one thing, and whether we are ABLE to ask this question is another.
For many of us, we have never thought about this question. The reason for that, is that we simply do not know why we consume, and the consequence of endless desire.
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In illustrating his midway view on human desire, Confucius said, “the desires should not be indulged…pleasure should not be carried to excess.”
In another word, although man naturally has desires, he should not be enslaved by his desires.
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The question is why? Why didn’t Confucius extinguish desire? Why do we allow for the satisfaction of desire? Why do we also want to put string on it and have it under control? How do we control it?
These questions are both economic and ethical. But ultimately, the purpose of any economic management or policy making is human happiness. Therefore, we should understand true human happiness, and use that as a guideline when evaluating the appropriate degree of consumption.
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So, in the second part of this lecture, we will study how the ancient sages use the system of rites to adjust consumption based on the goal of achieving harmony and human happiness.
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On the surface, rites refer to rules, from personal conduct, to social interaction, and diplomatic intercourse. However, the system of rites is not for the sake of creating rules and making our lives more complicated than it has to be. In Confucianism, human must not only abide certain rites, but also are the creator of the rites themselves. This is because, on a deeper level, the establishment of rites is in accordance with the understanding of human relation and harmony.
Therefore, the system of rites has enormous implication in economic management and business. During the rest of this lecture, we will focus on the those rites that are related to the principle of consumption. In doing so, we will divide our discussion into two parts, namely, satisfaction of wants, and regulation of wants. I hope by the end of this section, we can tackle the important questions that we have posed earlier.
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I think we would all agree that, all men have wants. If a man cannot get what he wants easily, he will think about how to acquire it and make a great effort in acquiring it. If there is unlimited supply, then everyone can fulfil his wants. But the reality is that, supply of things is not unlimited, so there is a chance that people won’t be able to obtain all they need. When there is a struggle for resources, people will fight, and the society will become disordered. When disorder continues to escalate, the world may come to an end.
In order to prevent the society from becoming chaotic, the system of rites is created. Xun Zi explains the origin of Rites from a distribution and production perspective. He said, rites are created to mark the social distinctions, in order to satisfy the wants of man and to supply his demands. In another word, the purpose of rites is to prevent the wants from exhausting the commodities, and to avoid commodities from failing the wants. Xun Zi’s argument reveals two issues with the material world. One is the distribution, and the other is the production.
On the distribution side, there is simply not enough to go around for everyone. Even in modern days, for instance, given available data since 1860s, although the development of the modern industrial era has generally reduced the salience of natural constraints in causing famine, the fight over supplies of other commodities continue to be problematic on the individual level. Everyone wants bigger houses, bigger cars, and better food, etc. On one end of the equation, there are people who possess more than they can consume, and on the other end, there are people who are having a hard time surviving. This is not necessarily a cross-country comparison, you will be surprised how imbalanced the scale is even within one country. For instance, in England, the data in 2018 shows that over 200,000 dwellings are left vacant for more than 6 months across the country, while the level of homeless have reached record level. In London alone, at the end of 2018, 1 in 52 were left without a place to call home, and that is 170,000 people. This is the issue with distribution, but we will discuss this important in a later lecture.
We want to focus on the production side of Xun Zi’s argument.
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According to Xun Zi, rites are made to satisfy wants with high products standard.
For example, the production of food is very much demand driven. Sometime I like to look at one of those food production videos. All the flavours are added with extreme precision, nutrition is also carefully measured. Too much of spice makes it taste too strong and people won’t enjoy it; too much oil is also unhealthy. Sometimes we take a nice dish as something come very naturally, but it all requires many trials and experiments. The sole purpose is to satisfy people’s wants, and there are numerous rules and rites in food production.
Likewise, the cultivation of plants and flowers, gardening design, architecture, the science of colours, the creation of musical instruments, making of homes and furniture, and so on, they are all very time consuming, and complicated. For want purpose? Well, because we want to satisfy our senses. We want nice smell to satisfy the nose, we want pleasing shape of objects, pleasing sounds, and so on. So at the very surface level, the system of rites serves with a function to satisfy our economic wants.
In today’s language, rites, from the perspective of consumption, is product quality.
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However, we must say, a lot of the world’s problems come from wants that are inappropriate. The system of rites is much deeper than quality control, because the ultimate purpose of rites is to realise harmony and the development of human nature.
So, the system of rites does not encourage those inappropriate wants. All the consumptions must be in harmony with the development of human nature. This is the ethical side of consumption. In order to achieve this, the system of rites not only keeps an eye on the quality of production, but also sets up rule of consumption. Unfortunately, the ethical impact of consumption is largely ignore by policy makers. It simply does not enter into the calculation of economic utility and GDP.
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In order to solidify my point, let’s look at some examples of consumption, and think about the ethical meaning embedded in these consumption activities. More importantly, think about the necessity of the relevant rites involved.
Anyone who has participated in ancestral remembrance ceremony would know the complexity of the procedure, and it looks really expensive too. It takes days to decorates the place and costly to prepare for the tributes.
The most significant aspects of the ceremony is the use of propriety, i.e. rites, and music. An important question to ask is that, why all the rules?
The Classic of Filial Piety says, “To change social practices and customs, there is no better way than using music. To stablilize the government and to peacefully govern the people, there is no better way than educating the people about propriety.” It shows the importance of rites and music in promoting harmony in society and good social practices and customs.
Rites represents the natural order between heaven and earth, and regulates human behaviour. It tells us how humans should interact with other humans, with nature and with everything in the world. The music in traditional Chinese culture refers to the sounds of virtues and the tunes of elegance, not the sounds of decadence. Music represents the natural harmony between heaven and earth. Elegant music can harmonise the seven emotions and five desires of humans. The five desires are desires for wealth, lust, fame, food and sleep. From them, humans develop seven emotions, that is, bliss, anger, sadness, happiness, love, hatred, and craving. The function of music is to control the five desires and seven emotions so that “they are not released excessively and uncontrolled.” By using music, we learn to standardise and confine our speech and behaviour, perfect ourselves and eventually reach the ideal state of morality.
The ancestral remembrance ceremony fully demonstrates how propriety and music are used to educate the people. The rites of the ceremony comprises three parts: (1) preparation and reception for the ancestral spirits, (2) presenting principal presentations, and (3) see-off for the ancestral spirits and conclusion of the ceremony. From the commencement of the ceremony to its completion, there are twenty-nine steps. From the beginning to the end, the ceremony is held with utmost respect and solemnness: opening the entrance, ceremonial attendants walking out of the entrance with lanterns, censers, the fan and the umbrella, receiving ancestors of all ethnic groups in the world to the venue of the ceremony. Once the ancestors enter the venue, the principal and assistant officers of the ceremony will respectfully present incense and invite ancestors to enjoy a variety of offerings. Also, the principal will present wine to the ancestors three times as a gesture of sincerity and respect. An ancestral remembrance text will be read aloud in order to express our remembrance to our ancestors and our determination to inherit their teachings of virtues and to promote harmony and peace. When the presentation of the offerings is completed, we will respectfully see our ancestral spirits off with the most solemn ceremonial attendants. Finally, we will burn the ancestral remembrance text and dedicate it to our ancestors.
The instruments used in the ceremony are also special. The function of playing the drum and striking the bell is to draw attendants’ attention and remind us that we must be most sincere and respectful during the ceremony, and respectfully inherit the traditional culture from our ancestors. This also serves the function that we see that both the drum and the bell are empty inside. When we strike them heavily, they make loud sounds; when we strike them softly, they make soft sounds; when we do not strike them, they make no sound. The Chinese use it as an analogy to indicate that a pure mind produces wisdom and with wisdom a person can deal with all kinds of changes at ease. The music pieces include the Harmonious Tune, the Peaceful and Harmonious Tune, the Serene and Harmonious Tune, and the Bright and Harmonious Tune. All these pieces convey the messages of peace, stability, and auspiciousness, and they also reveal the Chinese philosophy that peace and harmony should reign supreme.   
Educating people by using rites and music will result not only in the good moral character of individuals but also in good social practices. This type of education stresses that people need to understand about being content, fulfilling duties, and thus result in gaining respective position in life. Subsequently this will develop cultural consciousness. 
That is the purpose of the particular consumption of ancestral remembrance ceremony.
One may argue that, well this is not consumption, this is a ceremony. But ceremony can take any form of existence. For instance, the use of different tableware on different occasions is a ceremony. In many cultures, the quality of tableware is directly related to the formality of the occasion. It shows respect to the guests. When using high quality tableware, the diner automatically raises the sense of honour.
Why do you wear a suit in a job interview? It shows that your care about the job, and somehow it makes people act more professionally.
Why do buy flowers on mother’s day? It serves to remind ourselves about the persons that gave us lives. What is the purpose of a wedding ceremony? In many cultures, it shows respect to the couples, to the in-laws, and to remind the couples that they are responsible for each other for life.
None of the above consumptions serves the immediate purpose of survival, but on a deeper level, they do maintain social harmony and stability; and you can see that the system of rites embedded in these consumptions plays a huge role in bonding people together and creating harmony.
Economically speaking, consumptions is treated as a component of GDP, so the higher the consumption, the higher the GDP level. However, not all consumptions are ethically desirable.
For example, is it appropriate to buy overly luxurious presents from young children? Although this is a matter of personal choice based on personal financial ability, we still need to think about. The system of rites has a rich content in the education of young children, in particular, the way of one’s life is an important topic. There is a Chinese proverb that says, “it is easy to change from austerity to extravagance, but difficult to change from extravagance to austerity”. In ancient China, children’s education gave great priority to the spirit of austerity and simplicity. This can be found in many of the family instructions of some very eminent and influential families. These families taught children to live a thrifty lifestyle not because they couldn’t afford it, but because they know that, extravagance is like poison to children and would lead the children to a false impression about hard work. A child who is used to extravagant life is usually weak in the mind and has easily crushed by obstacles.
A consumption like this is denied in the system of rites. Although it is great on the country’s income statement, but will inevitably open the door of endless suffering to future generations.
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Proper rites can bring harmony into all five human relations. In the family, in the work place, in the society, etc. But in order to achieve this, when it comes to consumption, all consumptions must be in harmony with ethics. If we use the economics language, we can say that, consumption should have non-negative externality to the society. Either it has no obvious impact to the development of human nature, or it improves it. That should be the benchmark of consumption.
This way, rites and consumptions go hand in hand, they do not contradict each other. In fact, the social and spiritual duties are discharged by the physical and material means, just like the relation between the consumption of wedding ceremony and the husband-wife relation. Consumption serves to improve human relation, not to destroy it.
You might think, well, is it really necessary to raise the formality to such a high level? One may say that, buying flowers to the parents or spouse does not necessarily represent my true heart, and it is just matter of formality. I think this is the common perception about human relation. It is true that, the substance is much more important than the form, especially when we only focus on the form without sincerity.
However, for the sages and virtuous people, how do they express their sincerity and substance? They do that through the form. In fact, they are the same on both the inside and the outside. Recall that at the beginning of this course, we learned about the concept of the three stages. When people are sincere and consistent on both the form and the substance, this is the stage of extreme peace, or the great similarity. When only substance is valued and the form is ignored, we enter into the advancing peace stage, or the small tranquillity. When both substance and form are ignored, we enter into the Disorderly stage.
So, we can roughly say that, the form is a reminder, it also has real moral and ethical impact. In Buddhism, it is called precepts; in Confucianism, it is called rites.
Unless a person has reached 100% sincerity in his mind, the form is just as important as the substance.
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Earlier we said that Confucius takes human feeling as the field of cultivation. Therefore, Confucius’s system of rites take human wants as the foundation of his philosophy, and it combines the economic element with the ethical element into one principle.
Economics can never ever be separated from ethics. And this is exactly what is lacking in modern economic policy making and economic study.
I hope we have answered the questions we posed earlier, “Why didn’t Confucius extinguish desire? Why do we allow for the satisfaction of desire?”
Now we examine the second question: why do we also want to put string on desire and have it under control? This is the second function of the system of rites – moral regulation of wants.
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It is crystal clear to us that human beings have wants. If wants, or desire, have some kind of absolute maximum, then we may be able to satisfy everybody through technology or simply hard work. But unfortunately, there is much more dynamics in the generation of wants. The Book of Rites explains this process very well.
When we are first born, we are level with our nature, and our nature is still and calm. As soon as we are in contact with external things, we become affected, and our knowledge increases in the process. Then arise the passions of liking and disliking. Without any constrain or regulation from within, we tend to lose ourselves and unable to come back to ourselves.
What is more problematic is that, because external stimulation is endless, our desire is also limitless. So there is no maximum in practice. Anybody who says that I will be content with just one more pair of shoes, is fooling himself, or herself.
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So we can understand why the ethical elements comes into the economic field. First of all, by nature human beings have want. Second, our wants become more active when we are affected by external things, so we want more. Third, being in contact with external things increases our knowledge, and this increase in knowledge stimulates more wants. Therefore, our wants and desires are entirely under the control of what is out there.
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It is a dangerous path we are all happily walking on, because if we are driven only by economic wants without any ethical consideration, the society would definitely become disordered. This destroys the very purpose of any economic development, and the result is that the majority of the human race would be unable to satisfy their wants. We are back to square one. Look at all the financial crisis, it is all about inappropriate ethical conduct.
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So in order to make everyone in the economy able to satisfy his wants to some degree, it is absolutely necessary to make everyone able to regulate his wants.
The ethical regulation has two objects: on the ethical side, it prevents the existence of the rebellious and deceitful thought, and in turns, it prevents disorder. On the economic side, such ethical regulation can help with the supply of material needs for the disadvantaged members of the society.
This sort of regulation is not carried out by law, or government enforcement, but it is ethical regulation from within. And the best way to achieve this is through education. Education for kids, education for adults, this applies to everybody. It is such an important topic that it warrants separate sessions and special discussion. So we won’t go into the details on the topic of personal moral education.
Although personal moral regulation of wants is crucial, in today’s society, social regulation of wants is also important. In fact, given the deteriorating moral standard of the society, self-regulation is, unfortunately, a luxury, something that is very difficult to come by. So it is the responsibility of the government to take the lead to set up a series of social regulation on consumption.
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In the last section of this lecture, we will look at a few social regulations of wants proposed by Confucius. Although the rules and concepts were raised 2500 years ago, the principle and mechanism still applies, because human nature has never changed one single bit.
In Confucianism, the basis of social regulation is social order. In Confucian literature, the society is divided into 5 orders, namely, emperor, princes, great officials, inferior officials, and common people.
At the first sight, this hierarchical structure seems largely unfit in today’s society which is supposedly based on equality. In fact, recall the fundamental principles of Confucius in lecture 1, equality is the cornerstone of Confucius’s teaching, and equality or order is just two sides of the same coin. But we will get to that later.
So, in terms of consumption, each class has its own standard, and they are all regulated.
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The rules set out in the traditional Chinese classics such as the Book of Rites are detailed, and they touch almost every aspects of human life.
For example, the Book of Rites records regulation on the size of the temples for the different classes for offering purpose. The emperor could have seven temples with three on both the east and the west side, one main temple in the middle. The scale is reduced in a pecking order, where the common people is not entitled to temples, but can present their offering in their principle apartments.
When it comes to the scale of ceremony for the first born baby, the different classes are also regulated. For the son of an emperor and prince, three animals are killed for the occasion, where the common people can kill a suckling pig. If the child is not the first eldest, then the provision is diminished in a pecking order as well.
There is also regulation on clothing. For example, common people do not wear clothes that are too colourful, artisans and merchants do not wear thick furs of fox, criminals do not wear skill, etc.
You may ask why limit people’s choice? It is clearly different from today’s consumption-led economy, where the only thing that gives permission of consumption is one’s disposable income. Now let’s examine the rationales behind this.
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You are right, the system IS different from modern society. However, the class system defined by Confucius is NOT a caste system, but is based on virtue contribution to the society. This society is one that gives the highest honour to virtue. In another word, a person with superior virtue is the most honourable, and is entitled to enjoy certain consumption.
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In the Han’s Commentary on the Canon of Poetry, the virtuous persons are defined as ones who respect the old, help the orphan, who are moderate in their getting and diligent in their working. These virtuous people are commended to the ruler, and the ruler appoints them to have the right of certain consumption, such as the type of carriages and horses they ride.
So, no virtue means no right, no right means no horses, and it has nothing to do with wealth. Even if a person does own something luxurious, without the right, he simply cannot use it.
What the system does is to switch the struggle for money to the struggle for virtue, or morality. What will happen is that, people no longer treat wealth as something superior, the wealthy will not oppress the poor, and the many will not hurt the few. 
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The question is, there is still class difference, and inequality. In Confucius’s system, it is not a problem, because there is nothing to stop people from moving up to higher social classes through improvement in virtue. This is where the social incentives of morality come from. But the point is, no one can raise living standard unless it is accompanied by higher standard of morality.
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From social perspective, consumption should be awarded to morally superior people in order to stimulate the pursuit of virtue among all society members. In addition, this arrangement also serves to maintain the steadiness of different social segments and contentment of being where they are.
Basically, all are born equal is a theory, but that all are not equal is a fact. The superior man should occupy the high positions, and the common man should be content with lower position. Accordingly, those who occupy the high position should enjoy high living standard, and those who stay in the lower position should content themselves with lower living standard.
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But human nature is such that, people like luxurious life style, beautiful clothes and delicacies. When we dream at night, the chances are, we dream about those things as well. Our desire for material pleasure is as natural as water following down the streams. The ancient sages describe human desire as an abyss. Since it is impossible to fill an abyss of desire to full, rites of consumption is needed to limit people desire within a safe boundary.
The current problem is that, the lower virtue group can use everything which is used by superior virtue group. The consequence is that, everyone pursues the material consumption and there is no respect for their authority. 
Therefore, in order to restore social harmony, it is necessary to award high virtue group with full recognition and some privilege.
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The Canon of History says, “Chariots and robes are conferred according to their services. Who will then dare not to cultivate a humble virtue? who will dare not to respond to you with reverence?”
This means that, the consumption standard is awarded based on virtue and service to the society. Under this system, personal cultivation is the only passport to a higher living standard.
This concept is echoed by Nassau William Senior, the English economist during the 19th century. In his book Political Economy (1854), Senior said, “We do not, of course, mean it to be inferred that all personal expenditure beyond mere necessaries is necessarily unproductive. The duties of those who fill the higher ranks in society can seldom be well performed unless they conciliate the respect of the vulgar by a certain display of opulence.”
Therefore, the purpose of having a system of virtue-based social distinction is to assign people with different consumption pattern, and let virtue as the sole driver of consumption uplift. Without such recognition and privilege, the higher virtue group will be completely ignored and the society will gradually fall into chaos. We are witnessing it as we speak.
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The ancient sages created the system of rites to serve the people. Sometimes, they serve some very basic yet extremely useful functions. Apart from social and ethical reasons, the system of rites also acts as a simple financial check on consumer’s disposable income.
To put it simply, do not spend more than you have!
In the chapter of Summary of the rules of propriety, The Book of Rites says “Goods and wealth are not to be expected from the poor in their discharge of the rules of propriety; nor the display of sinews and strength from the old.”
This means that, despite of the complexity and stringency of rites, the society does not expect the poor or the weak to follow strictly the spending rule. For instance, it is perfectly fine for a poor person not to present gift when visiting a friend. Although presenting gift is part of the social rites, under such special circumstance, it is not treated as inadequate or impolite.
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The Doctrine of the Mean raises this simple concept to a higher level and summarise as follows, “The superior man does what is proper to the station in which he is; he does not desire to go beyond this. In a position of wealth and honour, he does what is proper to a position of wealth and honour. In a poor and low position, he does what is proper to a poor and low position. Situated among barbarous tribes, he does what is proper to a situation among barbarous tribes. In a position of sorrow and difficulty, he does what is proper to a position of sorrow and difficulty. The superior man can find himself in no situation in which he is not himself.”
This provides a very good guidance on consumption. For example, there are protocol standards for state visits of heads of state and government, including greeting upon arrival, a review of military guard of honour, exchange of gift, and so on. Many countries maintain guests houses used for state visits. There are also standards for state dinners, dress code, security, etc. People in honourable positions must abide by these rules, in another word, must make such consumptions. These consumptions are not wasteful because they have a series of diplomatic functions and show respect and care.
[bookmark: OLE_LINK1][bookmark: OLE_LINK2]On a civilian level, as a company’s CEO attending an industry conference, for instance, it is necessary to put on a proper suit. It’s not just for covering the body but, to certain degree, it represents the professionalism of the person and level of attention. When we are made redundant by our company and in between jobs, it is appropriate for us to cut down living expense for a while. When person is mourning for the death of his parents, he would in a state of sorrow, and in some culture, he would stop all entertainment and live a very simple life for a period of time.
These are the examples of doing things that fit the time, condition, and personal situation.
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So, from the consumption perspective, the sages are essentially telling us, “don’t spend more than you have”? That’s it? Well that sounds like common sense doesn’t it? We would have expected the sages to tell us something more advanced.
It is a common sense indeed, but sometimes, it is simply difficult to do. Anybody familiar with something called credit card? If not, you may be familiar with the concept called mortgage.
Well don’t get me wrong. These financial innovations are great in that they give people a chance to live in a better house by spreading the payment over a lifetime. But it becomes problematic when it serves beyond its original intention and functions as a tool to feed endless desire and greed.
When we observe human wants, we find that, those who have the means will spend more than what is proper for them, and that those without the means will spend more than they can bear.
It is so natural that people do it without realising. I know someone who lives as a poor PhD student. He has limited income by taking up part-time teaching jobs. There is not much left after paying for his rent and basic living expenses. However, he is willing to purchase a Mercedes by taking out a bank loan. Personally, I don’t think he needs a Mercedes right now, at least, not a car that he has to buy with huge financing. I think a lower class car would be sufficient for his use.
Sometimes, we don’t buy things because we need it. We buy them because we want them. Of course, if we are financially capable, we will only need to think about the ethical aspect of the consumption; but if the consumption would likely make us financially distressed, then we need to be content with where we are, and do not go beyond out limit.
This is a simple recommendation for the consumers. But on the other side of the coin, the same recommendation goes to the sellers. For example, many victims of the 2007-8 financial crisis took out multiple mortgages that were multiple of their discounted future net worth. And the mortgage lenders never reminded these people about this simple mathematics.
So, the system of rites is nothing more than common sense, but we need it so much because we don’t know common sense. We put too much trust into the imperfect financial models, and before we know it, we already allow them to take over common sense and dictate our otherwise conscious action. Ever heard of drivers making a U-turn into a lake, or running straight into a house, or getting stuck in a tree, by following the GPS? You get the idea. 
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As funny as it may sound, the desire of spending more than one’s ability has some dire consequences. It will lead to social disorder, bribery, corruptions, and all kinds of criminal activities.
Furthermore, even if a person spends within his limit, he may still feel unsatisfied with his condition, and may suffer. This is because, people use material consumption and money as the only benchmark of happiness. If this is the case, then there is no way that anyone can become truly happy, and this is an economic failure.
The way to solve this problem is to gradually redirect the focus of the people from monetary pleasure to the attention to virtue. This applies to both the rich and the poor.
In the Book of Rites, it says, “When the rich and noble know to love propriety, they do not become proud nor dissolute. When the poor and mean know to love propriety, their minds do not become cowardly.”
This is the way to achieve true happiness. Because happiness is the ultimate aim of economic development, it deserve more detailed discussion. This is our focus of the next lecture, we will explore the ancient classics, and discuss the way to achieve happiness for both the rich and the poor.
