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With such a system, powerless individuals frequently
les against corpora-
tons with enormous economic clout.

All too often, however, these cultural ideals are
threatened by the extreme concentration of power in
the hands of a few people in the political and eco-
nomic realms. The result is often an abuse of power
that works to the detriment of many citizens.

To understand this problem, we need to know
something about how political and economic institu-

the exercise of power in ways that work against the in-
terests of substantial numbers of less powerful people
and result in their exploitation. Abuse of power is of-
ten linked with the size and complexity of businesses
and government, along with the concentration of
power in the hands of a small number of people or or-
ganizations.

As we will see, political and economic concentra-
tion of power creates many problems. In addition,
political and economic institutions are often closely

tions work. Politics refers to the agrecmenis 1 socicly
over who bas the vight to excreise control over others, who
can establish lnws to regulaze social life, and bow con-
flicting inverests in socicty will be vesolved. By establish-
ing laws and exercising control, political institutions,
in effect, determine whose values will predominate
and how rewards and resources will be allocated in
society. Economics refers to the processes through
which goods and services ave produced and distributed.
Although politics and economics are distinct institu-
tions, they are closely intertwined. Both focus on a
central issue in society: the exercise of power in the al-
location of scarce resources. In fact, a classic descrip-
tion of politics could be aptly applied to fozh political
and economic institutions: They determine “who gets
what, when, and how” (Lasswell, 1936).

The problem associated with these institutions is
not the use of power—because this is precisely their
purpose in society—but rather the abuse of power:

limked with iany of tlie sther social problems dis-
cussed in this book. So the analysis of political and
economic institutions in this chapter serves as a help-
ful foundation to the remaining chapters in the book.

Types of Economic
Systems

To survive, every society must ensure that food,
clothing, shelter, and other materials are produced
and distributed to the members of society who need
them. The rules and social practices governing this
production and distribution make up the economic
institution of a society. The economies of most na-
tions today are market economies, which are based on
the exchange of money for goods and services in the
marketplace. Although modern economies share this

About Busmess mfwl Government

vMyth- The economy of the Unlted States represents a pure
form of caprtahsm

act. There are no pure forms of caprtallsm in the world

today Even in the United States, the government is in- "

~ volved in controlhng and regulatlng the economy |n ‘
many different ways.

Myth Finally, in the 1980s, the growth in the size of gov~‘
N ernment in the United States was halted,’ ’

cht. The federal budget continues to grow Iarger each o
year and‘constitutes close to-20 percent of our gross -
domestic produict. However, the number of full-time
government employees has actua]ly dropped sllghtly
S|nce 1970 : :

' Myth The Umted States corporate economy works
toward the common good L '

Fact: The pnmary motivation of corporatlons s to turn a
profrt and to ensure corporate growth, Corporations
have been known to market shoddy, even dangerous,
products to the public because a quick profit could be
made

'Myth The economy of the United States has become un--

competitive in world markets because so many workers
in the United States are members of powerful unions
that force employers to pay unjustifiably high wages.

Fact: At the unions’ peak in.the 1950s, only one of every
four workers in the United States was a member of a
union, and that number has dwindled to one out of
eight today. The other seven workers have no organizec
body speaking for them and are on their own when de-
manding a living wage from their employers.
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market foundation, they differ from one another in
significant ways. We will look at three main types of
modern economic systems: capitalism, socialism, and
mixed economies.

Capitaﬁisrﬁ

Capitalism contains threc features that, raken ro-
gether, distinguish it from other economic systems:
The means of ccononiic production and distribution
are privately beld; the profit motive is the primary force
guiding people’s cconomic bebaviors and there is free
competition nmony both producers and consumers of
goods (Gottlieb, 1988). The proponents of capitalism
argue that these features provide for consumer con-
trol over the quantity, quality, and price of goods. In
its pure form, capitalism works like this. Seeking
profits is, in a sense, merely unleashing personal
greed. But this is quite appropriate, argue propo-
nents of capitalism, because this gives capitalists the
motivation to provide more and better goods and
services. If there is a demand for some product, a
company will come along and provide it it it can
profit from doing so. Furthermore, the profit motive
encourages innovation and creativity because there
will be entrepreneurs looking for novel goods and
services—some that the consumer has not even
thought of—that they can sell fora profit. Capitalists
must be constantly on the lookout for new products
lest someone else beat them to the punch and corner
a market. Thus, from this profit-secking motive, con-
sumers benefit from having more and better goods
available. Open competition among capitalists also
benefits consumers by enabling them to choose
among a number of items, comparing price against
quality. If the quality of products is too low or the
price is too high, people will not buy them and the
capitalists will be out of business unless they change.
Adam Smith referred to the conjunction of profit
seeking with competition as the “invisible hand” of
market forces that would ensure that the supply of
goods is roughly equivalent to the demand for them
and that the public has available the goods that it
wants with the highest quality possible.

The role of government in this process, argue
those who favor pure capitalism, should be to stand

aside and let market-forces-operate-unhindered. The.

government is necessary to maintain public order and
protect against foreign threats, but any effort by the
government to regulate the market is regarded as dis-
astrous. Government regulation of prices or wages,
for example, would interfere with both the profit mo-
tive and the competitive element and thus reduce the
incentive to develop new and better products. In
short, government policy under capitalism should be

one of laissez-faire: The government should leave the
market alone.

There are no pure forms of capitalism in the world
today. Even in the United States, the government has
always been involved to a degree in controlling and
regulating the economy. Despite this, the U.S. econ-
omy is still one of the most capitalistic in the world.
There is strong resistance to government interference
in the economy and little support for government
ownership of utilities, railroads, or other industries
that are often government owned in other capitalist
societies.

Socialism

Socialism refers to cconomices in which the means of
production and distribution arc collectively held so that
the goods nnd services that people need are provided and
cquitably distribured. In capitalism, production is
based on economic demand: Goods and services are
provided if people can afford to purchase them.
With socialism, production is based on human need:
Goods and services are produced because people
need them, irrespective of whether they can afford
them (Harrington, 1989; Le Grand and Estrin, 1939).
Pure socialist economies reject the profit motive, rec-
ognizing that one person’s profit is another’s loss. In
addition, socialists argue, the profit motive provides a
built-in incentive for one person to exploit another, for
example, by keeping wages low in order to increase
profits. In other words, it is inherent in capitalism
that one person is set in competition with another—
either capitalist against capitalist or capitalist against
consumer—and the inevitable outcome is a highly un-
just and inequitable distribution of resources.

In socialist economies, the primary motivation for
economic activity is to achieve collective goals, such
as a higher standard of living for all citizens. To do
this, the economy is highly centralized, with decisions
about what to produce and how to distribute these
products being made for the whole nation by national
authorities. Because profit and consumer demands are
not key elements in these decisions, the decisions can
presumably be made with the collective interests of
society as a whole in mind.

As with capitalism, pure socialism is rare. Most so-

 cialist economies do allow for the private ownership of

some goods, such as personal or household items, and
people are allowed to engage in capitalist activity in
some economic sectors, such as selling home-grown
food in the marketplace. Most means of economic
production, however, are collectively rather than pri-
vately owned.

At this point, a word needs to be said about
conamumisn, a term that is routinely misused by many
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people. Communism is the term used by Karl Marx
to describe the utopian end stage of the struggle over
capitalism. In a communist society, all goods wonld be
comnunally owned; people would not work for wages
but rather wonld give nccording to their abilities; and
there wounld be no scarcity of goods and services, allow-
gy people to receive whatever they needed. In addition,
the state would become less importnnt and its role wonld
dwindle. According to these criteria, nations that were

commonly referred to as communist during the Cold

The Concentration
of Economic and
Political Power

The Corporate Economy

Capitalism in the United States has undergone con-
siderable change in the past two centuries. The U.S.

War were actually socialist.

Mixed Economies

The economies discussed thus far tend toward pure
capitalism or pure socialism, although each includes
some clements of the other. Another type of econ-
omy, found in England and much of Western Europe,
is the mixed economy, i1 which there are strong ele-
ments of botl copitalism and socinlisny (Brus and Laski,
1989). In mixed economies, most industry is pri-
vately owned and oriented toward profit making. In
addition, despite considerable government regula-
tion, there is a competitive market economy, and con-
sumer demand determines much of what is produced.
However, in mixed economies, many important in-
dustries, such as banks, railroads, the communications
industry, the media, and hospitals, might be state
owned. Mixed economies provide for strong regula-
tion of the private sector by the state. High taxes and
an elaborate welfare system are established in hopes of
achieving the national goal of a fair and equitable dis-
tribution of resources. Through such mechanisms,
proponents of mixed economies hope to avoid the ex-
tensive social inequality that can accompany capital-
ism and the economic inefficiency that sometimes
afflicts socialist economies.

Understanding these basic economic arrange-
ments is important because the social policy debates
relating to social problems often involve the ques-
tion of which economic arrangements are most
likely to achieve specified goals. This debate is intro-
duced in Chapter 1, which discusses the interven-
tionist and laissez-faire approaches. Although we
need to be careful about oversimplitying positions,
many interventionists argue that we should learn
from mixed economies about how government pol-
icy can help us achieve goals of fairness and equity.
Laissez-faire advocates, on the other hand, argue
that an approach closer to that of pure capitalism
would lead to greater economic growth and afflu-
ence, which would help solve many social problems.
As we will sce, proposals for solving problems of
corporate and government growth tend to follow
one of these two approaches. ,

economy once consisted of small, local businesses and
many competitors. Consequently, power in the eco-
nomic sector was decentralized, diffused, and limited
to local or regional levels. It was almost impossible for
businesses to accumulate substantial power at the na-
tional level. Today, the U.S. economy is very differ-
ent: It is highly centralized and international in scope,
and a small number of people can gain enormous
control over wealth and power.

Furthermore, capitalism in the United States is no
longer based on the individual ownership of busi-
nesses. Rather, the dominant form of business today is
the corporation, n business enterprise that is owned by
stockholders, most of whom are not involved in running
the drily nffnirs of the business (Nace, 2003). There are
three key things that distinguish corporations from in-
dividually owned businesses. First, corporations have
access to a much broader source of capital than do in-
dividuals, because the former can sell stock to thou-
sands of stockholders. Second, stockholders, who own
the corporation, have only a limited liability should
the corporation be sued or go bankrupt. Stockholders
lose only the funds they have invested. Third, the
ownership of corporations is separate from the control
of'its policies and daily affairs. The corporation is run
by professional managers who are ultimately ap-
pointed by a board of directors that is elected by the
stockholders. These managers may own little or no
stock in the company. Legally, the stockholders run
the corporation, but for all practical purposes the
board and the managers do. Because of these charac-
teristics, the corporate economic structure is extremely
attractive to investors. Large amounts of capital can be
accumulated with minimum risk to individuals.

Because of the advantages that stem from corpo-
rate organization, corporations now dominate the
U.S. economy, with a relatively small number of cor-
porations accounting for most business activity
(Nace, 2003). There are over 3 million corporations
in the United States, but most are small and have a
minor impact on society. Economic resources, and
thus influence and power, tend to be concentrated in
the larger corporations. As these large corporations
have come to dominate the economy, it has become
possible for some to control substantial segments of
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economic life to the point of restricting competition
in the marketplace. One form of restrictive growth is
called a monopoly—the control of a product or service
by one company. For example, in the early 1990s,
Nintendo controlled about 80 percent of the §5 bil-
lion video-game market in the United States. Related
to the monopoly is the oligopoly, in which a few cor-
porations control a market. Some sectors of the U.S.
economy are highly oligopolistic, in some cases ap-
proaching a monopoly. In a 1980s court case, AT&T
was broken up into a number of smaller companies
because it had gained almost complete control over
local and long-distance telephone service in the
United States. In 1998, the government began an-
titrust proceedings against the Microsoft Corporation
because its computer operating system was installed

on over 90 percent of computers sold, making it diffi-
cult for other sofrware producers to compete in the
market.

Another form of corporate growth representing a
concentration of economic power is the conglomerate,
a corporation that owns other companies in fields
quite different from that of the parent company. By
the late 1990s, for example, a number of conglomer-
ates emerged that centered on the media (television,
book publishing, motion pictures, online media, and
magazines) but also expanded into ownership of
sports teams, farms, factories, and other corporations
(Dye, 2002; McChesney, 2004). Some of the hold-
ings of two of these media giants are described in
Figure 2.1. Conglomerates are advantageous in that
they provide stability through diversity: Losses in one

CORPORATION HOLDINGS
NEWS CORPORATION ————F—3 Cable TV Channels: Fox News, Fox Sports, Fox Mavie, FX,
National Geographic Channel, and others
———p Newspapers: NY Post, the Sun (British), the Times (British), Wall Street Journal
Times Literary Supplement, and others
+——> Book Publishers: HarperCollins, Zondervan, and others
— Magazines: SmartSource, Weekly Standard, and others
——3 Filmed Entertainment: Twentieth Century Fox, Fox Studios, Fox
Searchlight Pictures, Blue Sky Studio, and others
—3> Television Stations: Fox Television, Fox Broadcasting Co., and others reaching
40 percent of U.S. households
—3 Satellites Television: BskyB Satellite TV, Star TV, Sky ltalla, FOXTEL
L—3 Other Assets: MySpace, hulu.com
TIME WARNER ¥» Cable TV Channels:  CNN, HBO, TBS, TNT, WB,
Cinemax, truTV, CW Television,
and others
——3> Book Publishers: Time Warner Books; Little, Brown
--—>» Magazines: Time, People, Sports lllustrated, DC Comics,
and others
3 Maotion Pictures: Warner Bros., Castle Rock Entertainment, New
Line Cinema, and others
——> Television Stations: Cable franchises reaching 20 percent of
U.S. households
-—3 |nternet: AOL
FIGURE 2.1 The Holdings of Two Major Media Conglomerates, 2010.

Sources: www.newscorp.com; www.timewarner.com (accessed March 2010).
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industry can be counterbalanced by the parent com- workers, that the labor movement emerged as a sig-
pany through profits made in an unrelated business. nificant political force in the U.S. economy. Capital-
As corporations have grown over the decades, the ists, pursuing the profit motive, were inclined to pay
larger ones have extended their activities into a number workers as little as possible. In response, working
of different countries (Barnet and Cavanagh, 1994). people organized to pursue their own interests. Capi-
By the 1970s, multinationnl corporntions had emerged, talists staunchly opposed the labor movement, believ-
which made a large commitment of resources in inter- ing that higher wages would generate laziness among
national business and engaged in manufacturing, pro- workers and threaten the “American way of life.” The
duction, and sales in a number of countries. But these owners’ resistance and the workers’ determination
overseas corporate activities tended to involve separate made U.S. labor history one of the bloodiest and
operations in the various countries, otten tailored to lo- most violent of any industrial nation. However, the
cal social and economic conditions. By the 1990s, workers eventually prevailed, and by the 1930s legis-
Jrlobal corporations had become the prominent actors lation gave them the right to organize and to bargain
on the world scene: a few hundred corporations whose collectively with employers.
cconomic activities span the globe, using modern fi- The number of U.S. workers belonging to labor
nancial, industrial, and telecommunications technology unions continued to grow, reaching over 22 million
ro mount a worldwide, integrated system of produc- people in the 1970s. With the right to strike firmly es-
tion and distribution. Corporations have gone multi- tablished for most workers, unions have been in a
national, and then global, because enormous profits strong position to gain higher wages and more bene-
can be made with such an organization. There are lu- fits for their members. Just as businesses formed con-
crative markets for their goods outside the United glomerates and oligopolies, labor unions from many
States. In addition, the cost of labor, land, and taxes is industries have combined their forces. This enables
considerably lower in places such as Mexico, Vietnam, unions to pool resources and information and to pro-
and Indonesia than in the United States. So, U.S. cor- vide mutual support through the refusal of members
porations now participate in a “global economy,” in of one union to cross the picket lines of another.
which national boundaries have become less important Although unions have gained considerable power
as determinants of or restraints on economic competi- in the United States, their future is uncertain (Craypo
tion. This means that labor and capital in the United and Nissen, 1993). Union membership as a propor-
States now compete with labor and capital in many tion of the workforce has been declining since the
countries around the world. ] mid-1950s and is presently at its lowest point since
1940 (see Figure 2.2). The number of people belong-
Unionization ing to unior{s has. decli{icd.to less than 16 million.
One reason for this decline is that occupations tradi-
It was not until the Jate nineteenth century, and the tionally unionized—>blue-collar industrial jobs—have
emergence of business firms employing thousands of been declining in numbers, whereas the number of
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FIGURE 2.2 Union Membership in the United States as a Percentage of Total .i’eoplc
Employed, 1950-2009.

Sources: U.S. Bureau of the Census, Statistical Abstract of the United States, 1948 (Washington, DC: U.S. Government Printing
Office, 1983), p. 439; U.S. Department of Labor, Bureau of Labor Statistics, Employment and Earnings, January, various years.
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Sources; U.S. Bureau of the Census, Historical Statistics of the United States,
Colonial Times to 1970, Bicentennial Edition: Part 2 (Washington, DC: U.S.
Government Printing Office, 1970), p. 139; U.S. Department of Labor, Bureau
of Labor Statistics, Employment and Earnings, 57, No. 1 (January 2010), 202.

white-collar employees, who have traditionally not
unionized, is growing. In fact, the United States is
called a postindustrinl society because a shrinking pro-
portion of its workforce labors in industrial occupa-
tions. Because of automation, robotization, and other
technological developments, fewer workers are needed
to make the products necessary for our lifestyle (see
Chapter 5). The largest growth in the workforce has
been in white-collar jobs such as sales, management,
teaching, or clerical work (see Figure 2.3). A second
reason for the decline in unions is that many corpora-
tions have relocated to states having wealk union organ-
izations or moved overseas where unions are weak or
nonexistent and labor costs are fow. A third reason for
the decline in unions has been the emergence in the
past few decades of active opposition to unionization
efforts by employers (Bronfenbrenner, 2009). This op-
position is often supported by a phalanx of consulting
organizations who specialize in helping employers fight
unionization efforts. In their fight to keep unions out
of the workplace, employers have sometimes resorted
to various forms of intimidation: Union activists are
fired, companies threaten to move jobs overseas, and
employers engage in lengthy and expensive litigation to
keep unions from organizing. Finally, unions have been
facing increased hostility from the American public, es-
pecially when they demand sizable pay increases in

use the strike in their struggle with corporations than
they were in earlier decades (see Figure 2.4).

Big Government

The founding fathers of the United States intended for
the federal government to be small and not extremely
powerfuls After all, the American Revolution was
fueled by hatred for British tyranny over the colonies.
After winning independence, the revolutionaries wanted
to avoid a domineering federal government. So the
role of the central government under the new Consti-
tution was to be limited: to raise an army, to establish a
national currency, and to provide an environment in
which states and individuals could pursue the common
good. And the U.S. government did remain rather
small throughout the nineteenth century.

The twentieth century, however, has been witness
to a massive growth of government in the United
States and other industrial nations. Since 1950, the
expenditures for all levels of government—federal,
state, and local—in the United States have exploded
from $70 billion to over $3 willion (U.S. Bureau of
the Census, 2009b:268, 304). This reflects a thirry-
fold increase during a period when our population
did not even double in size. The federal budget has
grown from 10 percent of the gross domestic product

times of high unemployment:“This-hostility reflecrsa
growing concern that unions have concentrated so
much power in their organizations that they can raise
wages, and therefore prices, to levels having little rela-
tionship to actual worker productivity. Other episodes
during the past two decades provided further evidence
that the public climate in the United States had become
less favorable for labor unions. Possibly in response to
this, labor unions have been noticeably less inclined to

justprior-to-World-War-H-to-20-percent-today-{see-———————

Figure 2.5). However, despite what many people be-
lieve, the number of people employed by the federal
government has remained about the same since 1970,
with the number of full-time employees dropping
slightly (U.S. Bureau of the Census, 2009b:320).
Several factors explain this growth in government.
A niajor one is that industrial societies for centuries
have been shifting responsibility for regulating social
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and economic policy to the central government. This
shift has occurred because nations have grown so
complex and interdependent that some central au-
thority becomes increasingly necessary to regulate
economic and social life. In the realm of social policy,
for example, the government is now seen as having fi-
nal responsibility for the sick, the poor, and others
who are unable to take care of themselves and do not

Responsibility for economic policy has also been
shifted to the central government, and this has be-
come a larger and more complex task as our corporate
economy has grown. The freewheeling economic en-
vironment of the 19th century worked reasonably
well until business empires became so large that they
could monopolize large parts of the economy. Then
government had to step in to regulate industry with

have families or other support networks to help them. the interests of the whole society in mind. Also, as
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FIGURE 2.5 Federal Expenditures as a Percentage of the Gross Domestic
Product, 1940-2008. :
Sources: U.S. Bureau of the Census, Statistical Abstract of the United States, 1978 (Washington, DC: U.S.
Government Printing Office, 1978), p. 257; U.S. Bureau of the Census, Statistical Abstract of the United
States, 2070 {Washington, DC: U.5. Government Printing Office, 2009), p. 304.
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technology produced increasingly complex and some-
times dangerous products and services, it grew be-
yond the ability of the average citizen to evaluate
these products, and the government stepped in to of-
fer control and regulation.

A second Teason for the growth of government in
the United States has been the emergence of the phi-
losophy that social ills can be cured through aggressive
spending policies and elaborate government-spon-
sored programs. This view came to dominate U.S.
politics with Franklin D. Roosevelt’s New Deal during
the Great Depression of the 1930s. In an effort to
combat the Depression, Roosevelt used government
spending policies extensively to spread money and ex-
pand the federal government into many new areas.
Massive government spending during World War 11
continued this infusion of government funds into the
economy. This monumental military endeavor called
for highly centralized decision making and control
over resources, and this further enhanced the size and
impact of the federal bureaucracy (see Figure 2.5).

A final reason why government has grown is that
people demand many more services from it today
than in the past. People rail against the costs of wel-
fare, but they want the government to maintain the
national park system, build monuments to Vietnam
veterans, and keep our public libraries open and cur-
rent. Few would want the government to stop pro-
viding insurance for individual citizens’ deposits in
banks and savings and loan institutions, and pleasure
boaters whose engines die ten miles from shore are
unlikely to rant about excess government expenses
when a Coast Guard vessel rescues them.

This discussion of political and economic concen-
tration focuses on the United States, but similar issues
of the concentration of resources can be addressed on
a global scale. The International Perspectives insert

“(pp. 34-35) does this.

Perspectives on the
Concentration of Power

The recent historical trend, then, has been toward the
concentration of power in the hands of large political

and economic 6rganizations. 18 tliis Tievitabler Ts-iv

necessarily bad? This section will analyze these issues
using the sociological perspectives.

The Functionalist Perspective

According to the functionalist perspective, societies are
made up of interrclated and interdependent parts, in-
cluding economic and political institutions and practices

as well as culrtural values. These various parts should be
sufficiently integrated so that people can use them to
work together toward common goals. As we have seen,
cultural values in the United States place emphasis on
the sanctity of individuals and their right to control
their destiny, the importance of democratic decision
making, and the value of free enterprise and private
property. Yet mammoth corporations and big govern-
ment threaten these values. When corporate managers
in New York make a decision to close a factory in
Pennsylvania and move the work to Malaysia, what
should the thousands of displaced workers in Pennsyl-
vania make of the value of individual auronomy and
control? What control do they have over their fate? If
economic power is concentrated in the hands of a few
monopolies or oligopolies, then ave free enterprise and
competition able to provide the most benefit for the
greatest number of people? For functionalists, one of
the key elements in the problem of the concentration
of power is the inconsistency between cultural values
and political and economic reality.

Some inconsistency between values and reality is
an expected part of the social disorganization that re-
sults from rapid social change. There are good rea-
sons why economic and political organizations have
become so large: Large size is functional in providing
large numbers of goods and services to many people.
For example, producing and distributing the vast ar-
ray of goods that are a part of our litestyle would be
impossible without organizing ourselves into large
nationwide business enterprises. The disorganization
results because this bigness can develop in ways that
conflict with cherished cultural values and threaten
common goals. For functionalists, further change is
needed whereby some adaptation and accommoda-
tion are made. Cultural values may have to change to
recognize the reality and centrality of these mammoth
structures in our lives. At the same time, new meth-
ods of exercising social control over corporations and
government may need to develop to counterbalance
their concentration of power.

The Conflict Perspective

From the conflict perspective, there is no necessary
harmony among corporations, the government, and
thevarious-groups-of citizens-in-society-Rather; sociery—
is made up of a variety of different interest groups that
come into conflict with one another over the resources
available. This conflict of interests is an inherent feature
of economic and political life. The accumulation of
power in the hands of a few is the outcome of the
struggle for advantage in society. Large corporations
and big government become the mechanisms in mod-
ern society through which powerful groups maintain
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their control over resources. From the contflict perspec-
tive, a conflict of interests and maldistribution of re-
sources reflect a normal state of affairs.

Concentration of power is not by itself a social
problem. It becomes a social problem, from the
conflict perspective, when some influential group
of people believes that it is not receiving its fair
share of resources and strives to do something
about it. These groups sometimes combine their
forces and form social movements to improve their

lot. Through collective action, they can sometimes
redress their grievances. Yet this does not mean
that inequalities in power can be, or ever will be,
eliminated. From the conflict perspective, collective
action leads to a rearrangement of inequalities, not
to their elimination. Furthermore, powerful eco-
nomic interests are most often at a substantial ad-
vantage in this struggle. Economic advantage is
routinely translated into political advantage, and
control of the government can lead to the passage
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 from one group to'another, these.
- trade agreements may have ad:

and enforcement of laws that benefit the powerful.
The government becomes, in effect, a tool used by

actually are in the United Srates. Out of these efforts,
two major models of power in society have been de-

the powerful to protect their position.

is There a Power Elite

in the United States?

Researchers of both functionalist and conflict persua-
sions have conducted research that attempts to assess
exactly how concentrated power and decision making

veloped: the power elite model and the pluralist
model.

THE POWER ELITE MODEL  In the 1950s, the sociologist
C. Wright Mills (1956) proposed what has come to
be called the power elite model to explain the exer-
cise of power in the United States. Deriving his ap-
proach from the conflict perspective, Mills argued
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that there exists o small group of very powerfil people benefits or minimum-wage laws. Similarly, farmers

who make just about all the important decisions in the may fight to stop the lowering of price supports for
United States. This power elite consists of the people farm products. To be sure, pluralists recognize that
who hold top positions in the government, business, some groups have far more power and other re-
and the military. Included in this group are the presi- sources than other groups, and there is considerable
dent and the cabinet, the executives who run the inequity in society. However, they argue, there is no
Jarge corporations, and the generals and admirals who single, cohesive, dominant elite, and power is not
run the Pentagon. According to the power elite centralized in the hands of a few.
model, the government, corporations, and the mili- Below the elite, according to the pluralists, is the
tary dominate our lives today, arditisfro -control-———unorganized, but.not entirely powerless, public. With
ling these spheres that power is derived. the vote, the public can exercise some constraint over
According to Mills, the power elite is a cohesive the behavior of those in power. In addition, there are
group, and the interests of its various members in the other ways for the public to exert influence on more
government, the military, and corporate sectors tend powerful groups. The environmental movement, for
to coincide. There are elaborate social nerworks that example, has used its ability to organize large num-
link the members of the elite to one another. For ex- bers of people for public protest as a rool in strug-
ample, they atrend a small number of private schools gling against corporate power. Especially in the areas
and universities, vacation in the same spots, and go to of air pollution and the use of pesticides, these groups
the same parties. All of this social contact helps them have organized seemingly powerless people to suc-
to maintain a consensus about what is in their inter- cessfully shape public policy (see Chapter 14). Given
ests and to develop strategies for ensuring their suc- these examples, pluralists dispute the power clite view
cess. Below the elite, there is a middle level of diverse and argue that the mass of the citizenry can effectively
interest groups including most members of Congress, exert an influence, even against what seem to be for-
professional organizations, many lobbyists, and most midable corporate foes.
unions. They participate in making decisions about is-
sues of secondary importance that have little effect on ASSESSMENT OF THE MODELS ~ Research suggests that
the elite. At the bottom of the political structure in the realities of holding power in the United States are
the United States is the great mass of citizens who more complex than either the power elite model or
have virtually no power because they do not belong the pluralist model alone suggests. For example, po-
to those organizations wielding power. These people litical scientist Thomas R. Dye (2002) reviewed the
may vote, but Mills viewed this privilege as meaning- corporate and governmental sectors in the United
less because most elected officials are in middle-level States and located approximately seven thousand po-
positions, whereas real decision-making power rests sitions in corporations, the government, and the mili-
with the clite. In addition, the power clite is highly tary that direct most of the nation’s economic and
influental in determining which candidates the politi- social policy. According to Dye, it is this very small
cal parties will place before the electorate. One source group of people who represent Mills’s power elite.
of such influence is the mass media. The Applied Re- Sociologist G. William Domhoff (2006) went a step
search insert analyzes how the media, through con- further by studying the social backgrounds of the
centration and globalization, have become a part of people who occupy these elite positions. He discov-
the power clite. ered that members of the upper class participate in an
claborate network of informal social contacts, just as
THE PLURALIST MODEL  Some sociologists argue that Mills suggested. However, Dombhoft did not find the
Mills’s view of the United States is distorted and cohesiveness or coincidence of interests among these
overly conspiratorial because there is actually little people that Mills implied. Nevertheless, there are sig-
concentration of power and coincidence of interests nificant linkages and influence peddling among the
among the elite (Kornhauser, 1966; Rose, 1967). In- various sectors of the power elite. Members of the
stead, the pluralist model views power as pluralistic, corporate elite, for example, make sizable contribu-
or spread over o large nuanber of groups with divergent tions to both the Republican and Democratic parties
palues, interests, and goals. According to sociologist in hopes of influencing the decisions of the president,
David Riesman (1961), there are veto groups in soci- congressional representatives, and other politicians.
ety with the ability to block decisions that might ad- In fact, some would argue that, because of political
versely affect their positions. For example, labor contributions, corporate lobbying, and other forms of
unions can exert considerable influence on issues af- influence, the corporate elite exercises overwhelming
fecting their members, such as raising unemployment control over politicians, regulatory agencies, and
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government bureaucrats. In this view, the average cit-
izen has little influence and is largely at the mercy of
corporate goals (Greider, 1992).

Research on the power elite has also focused on
links between business and the military. In his final
speech before [éaving office in 1961, former President
Dwight D. Eisenhower, himself a five-star general dur-
ing World War II, spoke of the military-industrial
complex, referring to the relntionship between the mali-
tary that wants to purchuse wenpons and the corpora-
tions that produce the weapons. Both the military and
the corporntions benefit from o loige militnry budger
nnd from policies favoring military sohitions to interna-
tional problems. The potential danger of a powerful
military-industrial complex is that defense decisions
and the development of weapons systems may be in-
fluenced by what is beneficial to the military and de-
fense industries rather than by what is necessary for
pational security. One way in which the coincidence of
interests among members of the military~industrial
complex might occur is if there were a periodic inter-
change of top-level personnel between the military
and defense industries. And, as Mills and other re-
searchers have shown, such interchanges do occur and
are extensive (Project on Government Oversight,
2004).

Although there clearly are important links be-

tween the military and corporations, suggesting a mil-

itary-industrial complex, the picture is considerably
more complicated than this. Many corporations actu-
ally oppose increases in defense spending, fearing that
these will adversely affect the economy and result in
higher taxes. In addition, the military—industrial com-
plex, although important, does not exist in a vacuum.
There are other powerful groups, even among the
power elite, with competing interests, and there are
less powerful groups that still wield considerable
power, especially on domestic issues.

In short, both the power clite and pluralist mod-
els offer significant insight into the question of who
rules the United States. As the power elite model sug-
gests, a relatively small group of people hold enor-
mous power. It controls much of foreign policy and
makes decisions that shape the direction of economic
development. This ruling group, although possibly
not conspiratorial or completely cohesive, ranks far

opportunity to play a part in these less powerful, but
still quite important, groups.

The World Economic System

The power elite and pluralist models can be applied to
other nations around the world, and each nation
would have its own mosaic of power elitist and plural-
ist tendencies. Some nations would show more elitist
concentration than the United States, whereas others
would show less. To understand the emerging world
econonic system, however, we need to look at some
considerations that transcend national boundaries. Al-
though there are a number of reasons for the dramatic
concentration of economic resources on a global scale,
one important explanation is that it results from the
centuries-long historical expansion of capitalist cco-
nomic systems around the world (Schaeffer, 2009).
World-system theory, pioneered by the sociologist
Immanuel Wallerstein (1979), posits that the world’s
nations have become increasingly interdependent, both
cconomically and politically, and are now linked in a
worldwide system, with some nations having more power
and resources than others. The major force in this world
system is capitalism and its emphasis on market forces,
profit making, and surplus accumulation. Capitalism’s
drive to expand and find new markets creates a pres-
sure to seck out new territories in which to invest. In
fact, one of the unique characteristics of capitalism is
its commitment to economic growth and expansion.
The world expansion of capitalism began in the fif-
reenth century with the European voyages to the new
world to find natural resources and trade that would
be profitable for the European colonial nations, and it
continues today as corporations seek new markets in a
global economy.

Today, corporations’ search for new markets has
created a global economy with an international stratifi-
cation system. According to world-system theory, a hi-
erarchy of nations has emerged, divided roughly into
core nations (capitalist, technologically advanced nations
searching for opportunities to expand investment) and
periphernl nations (less-developed nations that provide
cheap labor, produce food, and serve as a source of raw
materials). There are also semiperipheral nations that are
large or have some special resources, and because of this

above iiost other citizens inpolitical; economic;and
social clout. Yet as the pluralist position suggests,
many groups that are not a part of this elite can occa-
sionally wicld power, especially on domestic social
policy and local and regional issues. This is the realm
in which many of the battles over solutions to social
problems discussed in this book are likely to be
fought. And most people in the United States have an

theyfallsomewhere-benwveen-the-two-classifications
less dependent on the core nations and sometimes act-
ing as core nations themselves (Bornschier and
Trezzini, 1997; Chase-Dunn and Grimes, 1995). The
peripheral and semiperipheral countries are also some-
rimes called third-world or less-developed countries.

In this international stratification system, the core
nations dominate and exploit peripheral nations. The
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key to the system is trade, with some nations being
goods exporters while others serve primarily as a labor
pool and source of natural resources. In fact, some
world-system theorists argue that the nature of capi-
talism is such that it creates social inequalities through
its tendency to distribute resources unequally. Such
inequalities occur within nations, which have both
rich and poor people, and at the international level,
where the policies of core nations help keep periph-

cralmationslessdeveloped—The-core-nations-extract-
natural resources from the peripheral nations and use
them as cheap labor pools to produce agricultural and
industrial goods that are then exported for profit.
Through political, economic, and sometimes military
intervention, the core nations encourage the emer-
gence of political and economic elites in the periph-
eral nations that will support and assist in economic
expansion of the core. This elite in the peripheral na-
tions benefits from the world system and supports
policies that will maintain its role in the world capital-
ist system. For example, the political elites in some
less-developed nations in Latin America have discour-
aged labor unions that would work to increase the
pay and improve the working conditions of citizens of
those nations because unions might discourage in-
vestment by corporations from core nations that arc
looking for a cheap and passive labor force. Although
elites in the peripheral nations may benefit from this,
it tends overall to result in a shift of wealth from the
periphery to the core as the corporations of the core
nations drain profits from the periphery.

The world economic system, then, divides people
into three groups. An international elite of well-to-do
people is quite comfortable materially, and some of its
members can become very wealthy. An international
working class struggles to survive, with its fate deter-
mined mostly by decisions made by multinational
corporations in core nations; even in this group, peo-
ple can be thrown out of work and suffer serious eco-
nomic declines because global corporations shift work
to areas with lower labor costs. Finally, an interna-
tional lower class lives in poverty with little hope of
their circumstances improving,. It was mentioned ear-
lier that global corporations and their affiliated finan-
cial organizations hold the ideology that world
capitalism will eliminate poverty. World-system theo-
rists are more skeptical regarding whether this can
happen. Looking at the historical record, they see
world capitalism benefiting the elites and some others
while exploiting many less powerful groups around
the world. To this point, research is not terribly sup-
portive of the notion that globalization will benefit all
people (World Commission . . ., 2004). Instead, the
research shows that the divide between rich and poor
nations is growing, that poverty is not declining, that

the inequitable distribution of wealth and power
around the world persists, and that the increased
trade and investment produced by globalization has
benefited primarily a relatively small proportion of the
world’s people.

Problems Created by

—— - the Concentration

of Power

This section will explore some of the problems cre-
ated by the concentration of political and economic
power, both in the United States and around the
world.

Effects on Competition

One of the major problems is that corporate growth
can restrict competition, which we have seen is one of
the core characteristics of capitalist economies. When
economic power becomes concentrated in an oligop-
olistic or monopolistic fashion, the individual con-
sumer can become a relatively powerless force in the
marketplace in comparison to corporations. As has
been seen, in an economy based on competition,
companies that are inefficient or produce inferior
merchandise are likely to be driven out of business be-
cause consumers will purchase the less expensive and
higher quality products of more efficient competitors.
In this kind of economy, consumers have a degree of
control over businesses through their discretionary
buying power in the marketplace. In a less competi-
tive environment, however, the consumer is at a sub-
stantial disadvantage because corporations are able to
manipulate prices, quality, and product availability in
ways that benefit them and without the controlling
force of competition. As these processes continue,
power and wealth continue to be concentrated in the
hands of a small number of gigantic business enter-
prises. The larger corporations can offer poorer qual-
ity merchandise to enhance their profit structure, and
consumers suffer.

Conflict Between Societal and
Corporate Goals

The concentration of economic power in corporate
structures also raises the issuc.of whether corpora-
tions pursue goals that are broadly beneficial to soci-
ety or that enhance the narrow interests of particular
groups (Schaeffer, 2009). Large corporations control
such vast resources that their activities shape in very
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substantial ways the lives of average people. With the
primary goal of corporations being to make and in-
crease profits and to ensure corporate growth, corpo-
rations may not necessarily act in the best interests of
other groups or of socicety as a whole. For example,
when a corporation leaves the United States for a
country that has Jower taxes and labor costs, the
United States loses jobs and tax revenue, and this loss
can bring about increases in unemployment, poverty,
and related social problems such as crime and alco-
holism. Economic decisions based solely on the crite-
rion of corporate profit, therefore, may create or
intensify social problems that have negative effects on
other groups in society.

On a global scale, there is considerable contro-
versy over whether the policies of organizations such
as the World Bank or the International Monetary
Fund (IMF) benefit all, or even most, citizens of the
nations in which they operate (Danaher, 2001,
Stiglitz, 2006). Although many people do benefit,
the policies have also meant drastic reductions in
wages for some; lowered expenditures for health, ed-
ucation, and other social services; and devastating
degradation of the environment. In some cases, tens
of thousands of poor people have been displaced from
their homes and resettled, often in less desirable areas,
in order to make way for dams, logging activities, or
large-scale agricultural and industrial developments.
In fact, some dispute whether these organizations
have been very successful in their stated goal of pro-
moting development through large loans to govern-
ments. Critics of these organizations argue that their
practices have dislocated people, exacerbated eco-
nomic inequality and ethnic tensions, and promoted
environmental degradation while benefiting corpora-
tions, elites, and a small segment of the worlforce.

Threats to Democratic
Institutions

The globalization of corporate control in the past
century has created new or enhanced threats to dem-
ocratic practices and institutions around the world
(Stiglitz, 2006). These large corporations are some-
times wealthier than the nations in which they oper-
ate, giving the corporations enormous power from

by supplying campaign funds to particular political
candidates or, in a few cases, by attempting to over-
throw clected officials (Barnet and Cavanagh, 1994).

In the United States, corporations and wealthy in-
dividuals have played a very influential part in the po-
litical process through the funding of election
campaigns. Various laws have been passed over the
years to limit the amount that businesses and individ-
uals can contribute to political parties and candidates.
However, in a key 2010 decision, the U.S. Supreme
Court ruled that the government could not limit the
amount of money that corporations can spend to try
to influence political elections (although it did not re-
move limits on how much can be given directly to
candidates or political parties). While the ruling prob-
ably also applies to unions, corporations have far larger
resources to devote to elections and thus will likely
have a far larger impact on elections. So corporations
will remain massively influential in U.S. electoral poli-
tics. The power of corporations not only helps elect
politicians but also funds public relations campaigns to
sway citizens’ attitudes on issues from health care, to
crime, to welfare reform. In some cases, the corporate
agenda and viewpoint can overwhelm any competing
voices. The danger is, of course, that these few power-
ful corporate actors will control civic life and public
debate to the point that democratic institutions and
procedures are undermined. With the globalization of
the world economy, this corporate control of political
life will operate at an international level,

Global economic institutions, such as the IMF and
the World Bank, represent very organized threats to
the democratic process in some nations. Because these
world institutions often operate in secret, ordinary cit-
izens and their governments may have little knowl-
edge of or input into what these international
organizations do. Dispensing large amounts of money
and making policies at the international level, these or-
ganizations have become almost quasi-governments
themselves, whose policies affect the lives of people
around the world. For example, as a condition of sup-
porting a nation, these organizations often require the
establishment of an administrative structure within the
government, partly under World Bank or IMF con-
trol, that may circumvent or ignore the policies of
elected or appointed officials in government. Corpo-

“which to demand that a country adopt policies that
are beneficial to the corporation. In fact, govern-
ments in smaller nations may deliberately avoid politi-
cal and economic policies inconsistent with the goals
of the corporations. In these ways, social policies in
some nations may result not from the democratic
wishes of the populace but from implied or explicit
demands from powerful corporations. Corporations
have intervened in the democratic process of nations

ratiors and theirworld-fittancial-insttudons-are-privare
or semiprivate organizations and as such are largely
beyond democratic control. The result is that the im-
portant economic and political decisions that shape
the lives and opportunities of people around the world
are in the hands of these powerful private and semipri-
vate entities, Their decisions often change traditional
cultures and ways of life as they push social and politi-
cal changes that further economic development.
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The Dwindling of Unions

Traditionally, unions have enabled employees, who
have relatively little power unless they organize, to
combine their efforts and counter the substantial re-
sources available to their corporate employers.
Unions remain powerful in the United States, but, as
described earlier in this chapter, the social and eco-
nomic environment in which they function is shifting.

—Although-predicting-an-outco me._is_difficult, many

people believe it unlikely that unions will play the
same role in a postindustrial society that they did dur-
ing the industrial period. This may mean that corpo-
rations will have a freer hand in establishing wages
and working conditions. Especially if unemployment
levels rise, as they did in the 1980s, workers will be
competing with one another for a limited number of
jobs, and union employees willing to strike over labor
issues may find themselves replaced by other workers
for whom a lower paying job is better than no job at
all. This happened in 1992 when thirteen thousand
workers struck the Caterpillar Corporation. Tens of
thousands of people applied for jobs to replace the
strikers, showing that they would be content to work
for wages and benefits the strikers were refusing. The
strikers caved in and went back to work out of the
fear, probably realistic, that they would be replaced if
they pushed their demands. Some companies have
been accused of using high unemployment rates as a
tool to attack unions and diminish their strength. As
this occurs, many workers, especially those with few
skills, may find it more difficult to locate jobs that pay
what they consider a decent wage, and research shows
that, as the extent and power of unions have dwin-
died in industrial nations, greater levels of social

inequality have resulted (Freeman, 1993). This may
mean that some people will confront a way of life that
is little better than, and possibly worse than, that of
previous generations.

Worker Dislocation and
Unemplioyment

Over the past forty years, the percentage of unem-
ployed people in the United Srates has fluctuated con-
siderably. Today, the unemployment rate is as high as
it has been at any point during that period, reaching
over 10 percent in 2009 at the height of the Great Re-
cession of 2008-2009 (see Figure 2.6). Teenagers,
African Americans, and other minority groups are
most heavily affected by this problem, and they exhibit
considerably higher unemployment rates than whites.
However, these official unemployment statistics do
not include people who are unemployed but have
stopped looking for a job—so-called discouraged
workers. It also does not include those who are under-
employed, working part time, or working at a tempo-
rary job that does not pay enough to support a family.
When these people are counted, the unemployment
problem in the United States is even more grave.

One reason for this persistent unemployment in
the United States is the periodic recessions and de-
pressions with which modern capitalism seems perma-
nently afflicted (Roubini and Mihm, 2010). The
recession of 2008 was caused by lax regulation of
banking and the financial markets along with risky
and speculative investment and trading practices
in the financial markets and the accumulation of ex-
cessive amounts of debt. The consequence of the
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recession has been soaring unemployment and worker
dislocation. And it looks like it will be many years be-
fore the unemployment rate drops. This recession is
producing more chronic unemployment (people who
are out of work for a long time) and more discour-
aged job seekéts (those who quit trying to find a job)
than was the case in earlier downturns. Some econo-
mists believe that many of the jobs lost in this reces-
sion will be permanently lost.

Another reason for this persistent unemployment
in the United States has been increased competition
for jobs in the world economic system (Baldwin,
2003). This has resulted in what is variously called
downsizing, outsourcing, offshoring, or offshore orz-
sourcing. Businesses in the United States have closed
and moved overseas, or they contract out many tasks
to low-wage, usually nonunion manufacturers in the
United States or other countries. Countries in Latin
America and Asia have been especially receptive to
U.S. businesses. The minimum wage in the United
States is more than $5 per hour, while well-paid
workers on automobile assembly lines can carn $24
per hour. By contrast, global sportswear companies
headquartered in the United States pay young girls
and women in Indonesia $1.35 per day to assemble
sports shoes for export to the United States (Barnet
and Cavanagh, 1994). Hundreds of U.S. companies
have left the United States and opened up shop in
maguiladorns, factories.in northern Mexico that take
advantage of the cheap labor, weak unions, and lax
environmental regulations to assemble products and
export them to the United States. Many thousands of
U.S. jobs have been lost to these maquilndoras,
which have the best of both worlds—cheap fabor and
casy access to U.S. markets to sell their products.

This global competition for jobs is no longer lim-
ited to manufacturing or blue-collar jobs. The
rwenty-first century has seen this offshore outsourc-
ing extend into service and technology jobs, includ-
ing jobs held by well-paid and highly educated
professionals (Lohr, 2003). Computer programmers,
computer technicians, and even physician-radiologists
find themselves competing with less-expensive work-
ers in other countries. The Internet and modern com-
munications technologies have eliminated the
requirement that jobs must be done in particular ge-

Workers thrown out of work by foreign competi-
tion are called displnced workers, numbering 8 million
people berween 2001 and 2008, and their ranks con-
tinue to grow as more workers are displaced (Moore,
1996; U.S. Burcau of the Census, 2009b:385). Some
displaced workers never return to the labor force.
Those who do often find themselves unemployed for
some time—one and a half years, on average—and al-
most all experience a permanent decline in family in-
come because of their job loss. Many are forced to
accept irregular work at low-paying jobs with few
fringe benefits. In addition, African Americans and
Hispanic Americans are hit much harder by job dis-
placement than whites. These groups are more likely
to be displaced, are jobless longer, and are much less
likely to be reemployed (Kletzer, 2001; Uchitelle,
2000).

Unemployment, as tragic as it may be, is not the
only form in which difficulties confront workers in
the United States. A related problem is that the jobs
available to them, especially at the low end of the in-
come scale, may not pay as well as they did in the past
(Mishel, Bernstein, and Schmitt, 2001; Rank, 2004;
Tonelson, 2000). The proportion of jobs that pay
poverty-level wages has been increasing for the past
three decades, and the new jobs created in recent
decades have tended to be at the low end of the pay
scale. In addition, corporations have resorted to hir-
ing more temporary and contract workers because
they can save on salaries or fringe benefits and have
more flexibility in terminating such employees.

Abuse of Government Authority

There are a number of reasons why massive govern-
ment bureaucracies can create problems. One reason
is the opportunity for the abuse of power by govern-
ment officials. When government is Jarge and distant
from its constituency, isolated bureaucrats are freer to
make decisions that benefit themselves and their asso-
ciates but not necessarily other groups in society. In
fact, the growth of big government can become prob-
lematic through collusion between government and
big business. The Department of Defense, for exam-
ple, may look the other way when industries with de-
fense contracts have enormous cost overruns. This

ographic locales.

Although world competition is probably the ma-
jor factor in the growth in unemployment in the
Unirted States, other factors contribute. There has
been considerable growth in the teenage labor mar-
ket, and the number of women joining the workforce
has grown over the decades. Still another dimension
of the problem is automation, which is discussed in
more detail in Chapter 5.

problem-speaks-to-thevery heart of freedom in a dems-

ocratic society: Are people able to control the actions
of elected or appointed officials? If anything, many
people in the Unired States now assume that their
government will keep secrets and hide misdeceds from
the citizenry. Beginning with Watergate in the 1970s,
the exposure of government misdeeds and cover-ups
seems to have become routine. In the 1980s, the Iran-
Contra scandal was revealed, in which government
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officials were said to have diverted funds to support
the Nicaraguan contra fighters even though Congress,
which represents the people, had voted against this
policy. President Clinton was confronted with the
Whitewater scandal, with charges that he covered up
some of his financial dealings. In 2003, President
Bush was charged by some with distorting, if not out-
right lying about, the evidence of the threat posed by
Iraq to the United States in order to gain support for
the invasion of Iraq. In a free society, such abusive and
sometimes secret cxercises of government power are
highly detrimental to the democratic process; in a
democratic society, the belief that the government is
deceiving the people is an insidious cancer that threat-
cns important group values.

A second reason why big government is a prob-
lem, according to those who take a laissez-faire
stance, is that big government is inherently detrimen-
tal to society because it funnels resources away from
the private sector where they could be put to better
use. Because the government is not constrained by
competition and demands to make a profit, it can

“afford” to be highly wasteful. Government can lose
money and still maintain existing programs if politi-
cians continue to provide tax revenues. If tax money
is not available, the government can borrow money
and create a deficit. In fact, budget deficits played an
important part in the economic and political life of
the past few decades. The major concern with budget
deficits is that the government must borrow money
to operate and thus competes with corporate and
other borrowers for the finite amount of loan money
available. This competition increases the cost of loan
money, which might lead some businesses to forego
business expansion or capital improvements. When
businesses forego expansion and improvement, there
is less economic growth and fewer jobs.

A final reason why large government can create
problems involves whether individuals can play signif-
jcant roles in the decisions shaping their lives. As gov-
ernment grows, most people find themselves further
and further removed from those who actually make
the decisions. As C. Wright Mills (1956) pointed out,
the key decision makers are usually those people who
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control the large economic and government bureau-
cracies in modern societies. As the government
grows, the values of individualism and autonomy may
become increasingly remote and irrelevant. Many
groups feel powerless, and there is real danger that
their interests Will not receive a fair hearing in the
halls of political power.

Future Prospects

What—if anything—should be done about big busi-
ness and big government is highly controversial. The
major programs and policies that have been discussed
or implemented will be analyzed.

Reducing Government and
Deficits

Most politicians are strong supporters of reducing the
size of government and also reducing, if not eliminat-
ing, the deficit. Yet, the size of the federal budget
grows every year, even though the number of govern-
ment employees has not grown. This persistent
growth in the government suggests that the reasons
presented earlier in this chapter to explain why gov-
ernment has grown so large during the past rwo cen-
turies remain powerful forces in keeping government
large. It is easy to propose reducing government by
cutting such programs as welfare, but all of the public
assistance provided by the federal government
amounts to only about 8 percent of the total budget.
Defense spending, on the other hand, consumes 19
percent of the budget, and the two major programs
for the elderly (Social Security and Medicare) con-
sume one-third of the budget. This does not mean
that cuts cannot be made in both the deficit and the
size of government, but reducing them is much more
difficult and complicated than is often imagined be-
cause virtually every interest group benefits from
some aspect of government spending. Then, the
deficit soared following the Great Recession of 2008
because increased government spending was seen as
essential in preventing the economy from completely
collapsing and causing even higher levels of unem-
ployment.

One approach to reducing the sizeof government

is privatization: have private corporations provide
some of the goods and services previously provided
by government agencies and employees (Shane,
2007). Today, many more people work under private
contract for the government than actual government
employees. However, this solution does not address
the overall problem of the size of government and the
concentration of power and resources; it merely shifts

—into-the-workings-otf'governments

the growth concentration from government agencies
to private corporations. In fact, this may account for
why, as discussed earlier, government budgets and
deficits continue to grow while the number of gov-
ernment employees remains the same or falls slightly:
The government is still doing all these things but us-
ing private contractors to achieve them. In addition,
privatization may have negative consequences for
other problems discussed in this chapter. For exam-
ple, private contractors tend to pay their workers less
than the government and are much more hostile to-
ward the unionization of employees. So social in-
equality may be more extensive and workers worse off
with privatization.

Government Reorganization

Whether the size of government is reduced or not,
measures can be and are being taken to moderate the
negative effects of big government.

Politicinns and government officinls can be made
more responsive to the demands of the citizenry. Because
of the Watergate scandal and similar political episodes
since the 1970s, politicians are now required to dis-
close a great deal more about their personal finances,
and this offers the public greater scrutiny over possi-
ble conflicts of interest. There is still, however, much
more that can be done. Sociologist Herbert J. Gans
(1988), concerned that most people in the United
States will not become more politically active, has
suggested some creative ways of increasing the re-
sponsiveness of elected government officials. One is
to increase the staff available to them for providing
constituency services. Each official would thus have
more workers available to find out what his or her
constituents want and to provide the services. A sec-
ond suggestion is for more, and more diverse, public
opinion polling organizations. After all, most such or-
ganizations today are very close to the political and
economic elites and tend to gather information that
those elites find useful. According to Gans, polls
should tell elites what the public has on its mind
about the issues that are important to it. Polls should
tell us what should be on a politician’s agenda, not
what we think about a politician’s already established
agenda. All of this would give citizens more input

Government agencics and officinls can be regulnted
masech more closely than at present. This, of course, might
mean that we would need more agencies to do the reg-
ulating, but not in all cases. Sometimes, bureaucrats in
a government agency can do the regulating themselves
if they are protected against reprisals should they un-
cover something detrimental to those heading the
agency. In many cases, such whistle-blowers are fired
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by the agency, but when their cases come to public
view, they often find considerable support among the
public. Further protections for, and even rewards
given to, such internal auditors could make govern-
ment bureaus more sensitive to decisions that are
viewed unfavorably by the public (Project on Govern-
ment Oversight, 2005).

Governinent progrois can be made niore accoiit-
able. Policy analysts David Osborne and Ted Gaebler

(1992)suggest-a-shift-in-focus-from-government serv=._.

ices based on civil service regulations, which try to
specify in detail bow government services should be
provided, to an “entreprencurial government” that
focuses on results. The idea is to establish measurable
performance goals or outcomes as a part of govern-
ment programs, and then use competition and decen-
tralized authority to achieve the goals. This might call
for privatizing some government services if private in-
dustry can do the job better than government bu-
reaus can. But Osborne and Gaebler recognize that
government is better than private industry at doing
some things, especially when issues of fairness and eq-
uity come into play. Some programs, such as Head
Start (see Chapter 6), currently do focus on results,
and privatizing these services has so far not shown any
advantages. The problem in the past, they argue, has
not been government per se but the inefficient bu-
reaucracy that government had become.

Collective Action by Citizens

In a democracy, one important way of controlling the
actions of business and government is through collec-
tive, organized actions by citizens’ groups to change
the law or redirect social policy. In the past few
decades, many such groups have emerged as watch-
dogs over whether government and business are act-
ing in the public interest (Rimmerman, 2010).

Among the most effective citizens’ groups over
the years have been those originated by consumer ad-
vocate Ralph Nader and his associates. Nader first
came to public attention in the 1960s when he re-
vealed the extent to which General Motors was will-
ing to make unsafe automobiles in order to increase
profits. His campaign resulted in legislation that cor-
rected many of the abuses in the auto industry and
also pushed the government into the role of watch-
dog over automobile safety. Eventually, a whole vari-
ety of consumer protection groups—often referred to
as Nader’s Raiders—grew up around Nader’s efforts.
Their collective efforts contributed to the passage of
consumer protection legislation in many areas: to en-
sure quality meats, to enhance safety procedures in
mining and other occupations, and to restrict the use
of chlorinated fluorocarbons, to name just a few.

Concerns about environmental pollution and
degradation have also spawned a great deal of collec-
tive action by the citizenry. Beginning in the late
nineteenth century with the Audubon Society and the
Sierra Club and continuing with contemporary
groups such as Greenpeace, interest groups have lob-
bied for social policies to protect and preserve our
natural environment. Greenpeace, for example, has
focused some of its attention on the more environ-
mentally_damaging activities of the World Bank.

These collective activities are discussed in Chapter 14.

Some public interest groups, such as Common
Cause, have focused on issues of election campaign fi-
nancing. Its major concern has been that interest
groups with substantial economic resources, such as
large corporations or wealthy individuals, control the
political process by “bribing” public officials with
large donations to their campaigns. Recent legislative
cfforts to control this are mentioned earlier in the
chapter, and their limitations are discussed. Reform-
ers have suggested more extreme efforts to limit the
influence of the powerful including allowing only
public financing of campaigns and limiting the
amount each candidate is given, placing spending lim-
its (rather than contribution limits) on political cam-
paigns, or providing free television time to
candidates. Some states have implemented some of
these reforms, and this is likely to be a continuing
area of experimentation in the future. If an effective
campaign finance reform plan could be found, it
would help to moderate the control of corporations
over the political process and return some control to
the hands of average citizens.

Globally, collective action is also an important de-
terrent to government actions, international corpora-
tions, and international financial organizations. The
term nongovernmental organizations, or NGOs, is
now used to refer to grassroots citizens’ organizations
that have emerged to fight the intrusive and destruc-
tive policies of governments or organizations such as
the World Bank and the IMF (Boli and Thomas,
1997). These NGOs use resources they have avail-
able, including education, boycotts, and demonstra-
tions, to stop or change activities with detrimental
social or environmental consequences. The NGOs are
usually small and focus on specific problems that a vil-
lage or a people confront. International networks of
NGOs have emerged to provide mutual help through
the exchange of information, resources, and person-
nel. These NGOs have had some success in alleviating
the negative impacts of the actions of corporations or
organizations such as the World'Bank and the IMF.

In recent years, one of the more active realms for
such collective action has had to do with the growing
globalization of corporate and economic activity. In
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places like Seattle in 1999, Genoa, Italy, in 2001, and
New York City in 2002, thousands of people gath-
ered to protest these trends toward globalization and
to influence the way globalization proceeds around
the world. Sometimes called an antiglobalization
movement, this'is actually a misrepresentation because
most participants involved recognize that globaliza-
tion in some form will likely be a feature of the mod-
ern world. For these participants, the focus is to shape
the terms of the debate about globalization rather
than to derail the process altogether. The primary
strategy at this point is to express divergent positions
by massing in large numbers whenever the World
Bank, the IMF, the World Trade Organization
(WTQ), or other global corporate institutions meet.
One of the main demands of the protesters is that the
process of globalization be made more democratic,
with citizens around the world having input into the
process. Currently, globalization is occurring mostly
at the direction of global financial institutions, which,
as we have seen in this chapter, have no formal mech-
anisms for citizen input into their decision-making
process. The protesters want labor, environmental,
human rights, and other groups to sit at the tables
where decisions about the global economy are made.
Another demand of the protesters is that globaliza-
tion should promote the reduction of inequalities be-
tween the rich and the poor—Dbetween the powerful
and the powerless—around the world.

Collective action, then, has served as a valuable
constraint on the excesses of big business and big
government. These efforts have offered ordinary citi-
zens a valuable weapon in pursuing their own inter-
ests. The success of these efforts depends on their

1. Ability to appeal to large numbers of people and
the financial resources those people provide.

to

. Strategic use of legislative and litigation tactics.

W

. Effective use of the media for public relations and
communication.

Many of the existing public interest groups will
undoubtedly continue to function, and more groups
will likely emerge in the future as new issues develop
and old ones evolve.

it is a much more extensive and complete world phe-
nomenon. More so than in the past, corporations
roam the globe looking for cheap sources of labor.
This means that every worker is potentially compet-
ing with the lowest paid workers in the world. The re-
cent trade agreements, the North America Free Trade
Agreement (NAFTA) and the WTO, work toward re-
ducing barriers to free trade—including tariffs and
other barriers that help support high wages for work-
ers in places like the United States.

In response to this trend, some labor unions have
recognized that the labor movement must also be-
come transnational: If wages and working conditions
are improved for workers around the world, then
workers in high-wage nations benefit, because there is
less incentive for corporations to relocate. So, some
unions in the United States have provided support for
unions in less-developed nations to help them organ-
ize workers and fight against low wages and poor or
dangerous working conditions. In fact, a global net-
work has emerged consisting of workers, union ac-
tivists, NGOs, and church and community leaders
working to promote improved wages and working
conditions for working people in all nations. These
groups work by negotiating with, or taking labor ac-
tions against, global corporations. They also work by
pressing for the incorporation of provisions for high
labor standards in national constitutions and in inter-
national trade agreements, such as NAFTA and the
WTO. The goal is to establish, on a global scale, the
belief that it is a fundamental right of human beings
to be paid a fair wage and have safe working condi-
tions, to join unions, organize at work, and bargain
collectively with their employers. To the extent that
these efforts are successful, the plight of workers in
one nation is linked to the plight of workers in other
nations. Through such strategies, international labor
organizations may be able to regain some of their
strength relative to the concentration of power in
corporations.

Economic Reorganization

Some policy analysts suggest that the problems identi-
fied in this chapter, such as unemployment and the in-
equitable distribution of power, can be alleviated only

The Globalization of Labor Rights

The global economy described earlier in this chapter
points to an important world trend: the globalization
of labor as labor markets become world rather than
simply national or regional phenomena (Moody,
1997; Tonelson, 2000). Although global labor has
existed for centuries (consider the Europeans bring-
ing Africans to the Americas as slave laborers), today

by-some-fundamental-reorganization-of cconomic-rela

tions. One approach to such reorganization falls under
the general rubric of worker cinpowermnent, involving an
attempt to provide workers with management author-
ity and responsibility and more control over the opera-
tion of corporations (Alperovitz, 2004; Greider,
2003). In some cases, this has involved employee stock
ownerships plans (ESOPs) where workers gain owner-
ship in a company and have a stake in how it is run and
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in the consequences of their own work performance.
Today, 11,500 U.S. firms with 10 million employecs
have some form of ESODP, involving 10 percent of the
private sector workforce (The ESOP Association,
2009).

In other cases, worker empowerment has involved
changes in the structure of companies so that employ-
ees have more of a say in company decision making,

e TOEE-OPPOEEU nitiesfor advancement, and increased ac-

corporations. There has in fact been a trend in recent
decades toward something called corporate Fesponsi-
bility, in which corporations voluntarily take the
needs of workers and communities into account.
However, these voluntary efforts are often justified
within the context of profitability: Responsible corpo-
rations are more profitable corporations. A more rad-
ical approach would involve elevating these other
needs to the same level of legal requirement as prot-

cess to powerful people and resources in the organiza-
tion. Another variation on this rakes advantage of the
fact that workers have available a substantial amount of
capital, mostly in the form of the billions of dollars in
their pension funds. Much of this money is invested in
purchasing the stocks of corporations, which means
that the workers who own these pension funds are part
owners of those corporations. Some investment firms
now use this worker’s capital as a lever to insist that
corporations support worker and family-friendly poli-
cies. Whatever form it takes, worker empowerment has
focused on increasing the power and control that
workers exercise over corporations and the workplace.
And research shows that worker participation and em-
ployec ownership can increase a company’s productiv-
ity (Blinder, 1990; Rosen and Youngs, 1991).
Another, more radical proposal for dealing with
the increasing dominance of corporations over work-
ers and communities is to change the legal structure
and responsibilities of corporations in such a way as to
produce shifts in the distribution of power (Nace,
2003). Corporations are chartered to operate by fed-
eral and state laws that define what they can and can-
not do. Currently, these laws define corporations as
being owned by the corporate sharcholders, and the
main legal responsibilities of those running the corpo-
ration is to protect the shareholders’ interests, which
means mostly maintaining anc enhancing profits. In
this view, only the stockholders, along with the cor-
porate directors and managers, have been seen as
stakeholders in the corporation. One approach to
shifting the distribution of power, then, is to broaden
our conception of who has a stake, and thus should
have some say, in the decisions and activities of corpo-
rations. Beyond the shareholders, workers and com-
munities also make a long-term commitment to
corporations and invest much energy and many re-
sources in the corporation. And both workers and
communities often suffer dire consequences from
corporate decisions to downsize or relocate a produc-
tion facility. If such commitment and involvement
justify viewing workers and communities as stake-
holders in the corporation, then they deserve some
input into corporatc policies and decisions. This
could take, for example, the form of worker and com-
munity representation on the boards of directors of

itability. Corporate charters could-be changed so that
corporate managers are legally required to address the
needs of workers, the community, and possibly even
the environment, in addition to maintaining prof-
itability. This approach is still largely unknown in the
United States, although it is found in some European
corporations. It requires a radical revision in our view
of corporations as purely private entities o a view of
corporations as public and community assets. In this
new view, corporations would still be private, profit-
making corporations, but they would be required by
charter to serve public needs, such as providing dig-
nified and secure employment, paying a living wage,
respecting the local community, and protecting the
environment.

Whether these changes will occur and what their
consequences will be remain to be seen, but it is
clear that U.S. business institutions are neither per-
fect nor stagnant. As the United States becomes an
advanced industrial economy, the problems it faces
are changing, and it is clear that economic arrange-
ments must adapt. In fact, some have suggested that
these issues of concentration of power and lack of
control will not be ultimately resolved without some
fandamental change in the economy. Some arguc
that it should become more of a mixed economy,
with the government taking more control of some
economic realms in order to pursue collective goals.
Proponents of an extreme power elite position
would argue that inequality and exploitation are in-
herent clements of capitalism, because capitalism is
ultimately fueled by personal greed and acquisition.
As such, capitalism can work only to benefit the
powerful. Some form of a mixed economy would
balance the avarice inherent in capitalism by inject-
ing an clement of the public good into €Conomic ac-
fivities and decisions. Others, including some
pluralists, would argue that capitalism can benefit
most citizens through the checks and balances of
competing interest groups. This is not to say that
capitalism can achieve equality or that everyone will
benefit. But if the government eflcourages the devel-
opment of diverse interest groups, large numbers of
citizens will be able to pursue their goals. The Policy
Issues insert explores different positions on the role
of the government in this economic reorganization.
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What Role Should Government Play in the Global Economy?

ey
U.S. jobs outsourced overseas, Corporate downsizing.
Worker dislocation. All these are painted to as symptoms
of the deindustrialization of the U.S. economy in the
emerging global economy: aging and deteriorating facto-
ries, growth in low-paying service jobs, and an inability to
compete with other nations. Then, in 2008, the American
economy collapsed into the deepest recession since the
Great Depression, with unemployment and home foreclo-
sures soaring. What role should the government play in
dealing with these ecenomic problems?

The laissez-faire position on this issue is basically that the
government should stand aside and let the forces of the mar-
ket economy work (Finnegan, 2003; Yergin and Stanislaw,
1998). The core idea supporting this position is the belief that
privatization, free trade, deregulation, and a competitive
marketplace provide the most efficient system for producing
and distributing goods and the most promise for improving
the economic circumstances of the United States and other
nations. Government interference, through government
ctimulus of economic activity or the bailouts of corporations,
will only encourage noncompetitive, and thus inefficient, ele-
ments to determine the allacation of resources. For example,
many argued that the government bailout of banks and auto
companies during the 2008 Great Recession will foster only
the continuation of inefficient businesses. If this means that
some banks fail, that is acceptable because others will
replace them. Such a global economy will produce more jobs
and thus reduce poverty and unemployment. For laissez-faire
- proponents, then, the solution to the problems confronting
the U.S. and other economies is an emerging global
economy based upon a more unfettered form of capitalism.

Most interventionists accept the reality of a global econ-
omy and the global financial institutions that control it
(Greider, 2003; Monbiot, 2004; Stiglitz, 2010). However,
they also argue that the global economy is tilted too heavily
in favor of corporate control, with corporations having ex-
traordinary protections from government limitations on
their actions. The various trade agreements extend extraor-
dinary rights to corporations on a global scale—rights that
promote the interests of corporations even though they
work to the detriment of many citizens around the globe.

jose their jobs, their homes, or their retirement savings. The
economic stimulus and corporate bailouts were an attempt,
in part, to protect innocent people from the ravages of
highly speculative and risky capitalism. Interventionists also
assume that national goals may differ from, and even con-
flict with, the goals pursued by global corporations. ‘

Whereas nations may wish to promote notions of social jus=——--

tice or fairness in the distribution of resources, corporations’
primary goal is o pursue profits, and deindustrialization
and the Great Recession have occurred in part because of
corporate greed, highly risky and speculative business prac-
tices, and the pursuit of unreasonably high profit margins.
The role of the government is to promote interests other
than the corporate ones and to be a vehicle for bringing
more democratic control over economic activity. The
government also serves to protect ordinary people from the
ravages of economic tumult that they had norole in creat-
ing but whose dire consequences they suffer. Some '
interventionists propose cooperation between government
and industry, with the former providing funding and some
leadership in promising economic arenas. This could take
the form of significant public funding of some industries, as
is dane in Japan and Europe. Some interventionists even
propose a more central government role, such as legislation
that restricts the ability of companies to close or relocate,
which would prevent the dislocation of workers. Or tax
policies could be used to promote national goals, such as
giving tax breaks to corporations that strive to keep jobs in
the United States. Some interventionists even insist that we
need to replace private corporate decision making with
more public democratic planning, where workers and the
community would participate in corporate decision making.
Community ownership of some industries might even be
appropriate. For interventionists, then, the emerging global
ecanomy should be shaped and controlled by governments
that can provide for more democratic input and protect the
interests of a broader range of citizens. :

“The laissez-faire position stresses the superiority of indi-
vidualism and competition in shaping society and providing
benefits to the largest number of people. Interventionists
argue that unbridled individualism and dog-eat-dog com-

Even in the Great Recession of 2008, many corporations
benefited from practices that were to yltimately send the
economy into a tailspin and cause many ordinary people to

Interventionist

petitior-benefit some-people-but-are-very-disadvantageous
for others and can be destructive to kfamilies and other
parts of society. ‘ '

Laissez-faire

- Community own- Factory- Government stimulus
“ership closing

legislation

Government sets labor,
programs and bailouts health, and environmental  regulation
standards

Less government Unfettered
market economy
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Summary

1. Political and economic institutions focus on a cen-
e pralissue-in-society:_the exercise of power in the al-

9. Efforts to alleviate problems stemming from the
concentration and abuse of power have focused on
a number of policies: shrinking the size of the gov-
ernment and budget deficits, reorganizing govern-

location of scarce resources. The social problem
associated with these institutions is the abuse of
power.,

2. The economices of most nations today are market

cconomies, which are based on the exchange of

money for goods and services in the marketplace.

The three main types of modern cconomic systems

are capitalism, socialism, and mixed economics.

The dominant form of business in modern

cconomies is the corporation, which has many ad-

vantages over individually owned businesses.

Economic resources have become highly

concentrated in a small number of very large corpo-

rations. Such concentration can take the form of
monopolies, oligopolies, conglomerates, and multi-
national or global corporations.

4. The number and size of unions in the United States

has grown substantially over the past century, but

they have declined some in the past few decades.

Government has also grown substantially in the

past two centuries because it has taken on the

responsibility for social and economic policy and
because people demand so much more of it. Glob-
ally, immense political and econoniic power is con-
centrated in a few large corporations and global
financial institutions.

6. From the functionalist perspective, big government
and big business are problems because they can lead
to policies and practices that are inconsistent with
cultural values and political and economic reality.
From the conflict perspective, concentration of
power becomes a social, problem when some influen-
tial group believes that it is not receiving its fair share
of resources and strives to do something about it.

7. There are two major models of power distribution
in the United States: the power clite model and the
pluralist model. The realities of holding power are
more complex than cither model suggests. Globally,
world-system theory describes how and why politi-
cal and economic power is concentrated among a
small number of nations.

8. The concentration of power creates many problems
for society, including a reduction in economic com-
petition, the dominance of corporate profit-making
goals over societal goals, threats to democratic
institutions, the dwindling of unions, worker dislo-
cation and unemployment, and abuse of
government authority.

b

ol

a

ment-so-that-abuscs are less likely, encouraging
collective action by citizens that serves as a counter-
balance to government and corporate power, glob-
alizing the labor force, and reorganizing the
cconomy in ways that reduce worker cxploitation
and unemployment.

Key Terms

capitalism mixed economy
communism pluralist model
corporation politics
economics power elite model
military—industrial socialism

complex world-system theory

Multiple-Choice Questions

1. Which of the following is the central issuc in society
on which both political and cconomic institutions
focus?

a. the excrcise of power in the allocation of scarce
resources

b. the transition from socialist to capitalist economics

c. the emergence of market cconomies in advanced
industrial socictics

d. the globalization of labor
2. According to proponents of a pure capitalist econ-
omy, the government should do all of the following
except
a. maintain public order.
b. protect against foreign threats.
c. regulate prices and wages.
d. Government should do all of these.
e. Government should do none of these.
3. As used by Karl Mary, the term comanmisi refers to
a. socialist economies in advanced industrial
socicties.

b. the utopian end stage of the struggle aver capi-
ralism.

c. the current oligarchical political structures in

Russia and China.

the process of bringing corporations under state

ownership and control.

b

P
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The Internet is such a new technology that it is impossi-
ble to discern;yét what its role in society will ultimately
be: a vehicle to be used by large governments and cor-
porations fo further extend the concentration of their
power, or a vehicle of empowerment enabling dispersed
populations to communicate and organize electronically.
Certainly, the Internet has made passible more direct,
immediate, and interactive contact between citizens
and government. Both houses of the U.S. Congress
have Web sites: www.senate.gov and www.house.
gov. Logging into the Senate Web site will give you op-
tions such as Senators, Legislation & Records, and Com-
mittees. The Legislation & Records offers you a number
of options for finding what business is currently before
the Senate. Browse through this and find tapics that re-
late to issues discussed in this text. Do the same at the
House of Representatives' Web site. E-mail your -
senators or representatives with your thoughts on the
topic. Report back to your class any reactions that you
get from your senators or representatives. Together with
‘other students in the class, explore both of these Web

“sites with an eye on how they can be used as tools of

- citizen influence and empowerment. - -

The two global organizations discussed in this chapter

-also have Web sites: the World Bank (www.worldbank.
org) and the IMF (www.imf.org). Explore those sites

4. Global corporations are different from
multinational corporations in that

a. global corporations emerged first.

b. multinational corporations represent more inte-
grated worldwide systems.

c. multinational corporatdons emerged first.

d. global corporations represent the power clite,
whereas multinational corporations reflect
pluralism.

5. Which of the following is not one of the

reasons for the decline in the proportion of

workers in the United States who are

unionized?

a. Traditionally unionized occupations have

and report to the class on any information you found
that can expand on issues discussed in this chapter.

The Internet can be a very useful tool for discovering
the social movement organizations that have arisen to
deal with various issues and problems in the world. The
reason for this is that these organizations often make
themselves prominently visible on the Internet as a way
to attract new members and support. Using a search
engine, enter key words, such as globalization and
organization, or environment and organization. There
are many particular problem areas that could be
searched. Another approach is to search for

; nongovernmenta/ organization or NGO. The

Department of Economic and Sacial Affairs of the
United Nations maintains an NGO Branch where it lists
NGOs by region, type of activity, and other criteria. See
its list of NGOs at this Web site: WWW. un. org/esal
coordma’uon/ngo Using these resources, report to the
class on what NGOs you have located, the problems '
they focus on, and their strategies and successes. What
conclusions can you draw regarding the effectiveness of
these efforts at counterbalancing the concen_trated
power of corporations and governments? - ...

The Allyn’& Bacon Social Problems Supersite (wps.ab-
longman.com/ab_socialprob_sprsite_1) contains ma-
terial on political and economic institutions and inequality.

6. Which of the following is true regarding changes in

the occupational structure in the United States in

the twentieth century?

a. The proportion of farm workers has increased.

b. The proportion of blue-collar workers has
increased.

c. The proportion of service workers has declined.

d. The proportion of white-collar workers has
increased.

“Concentration of power becomes a social problem

when some influential group believes that it is not

receiving its fair share of resources and strives to do

something about it.” This starement most clearly

derives from which sociological perspective?

N

declined-in-number.

b. Multinational corporations have declined in sig-

nificance.

c. Corporations have relocated to states with weak
union organizations.

d. The number of whire-collar occupations has
been growing,.

e. Unions have faced increasing hostility from the
public in the United States.

a.-funcrionalist

b. conflict
c. interactionist
d. pluralist
e. capiralist
8. Which of the following statements is consistent
with the power elite modef?
a. A small group of powerful people makes most
important decisions.
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b. Power is spread over a large number of groups. 10. Corporate responsibility vefers to an arrangement in

c. There is no significant military—-industrial which corporations are required by law to place

complex in the United Seates. public nceds ahead of profitability.

d. Veto groups have the ability to block decisions

that adversely affect them. . .

e. The unorganized public can exercise constraint F’I;ll-Iﬂ, Q%BSZ"I,O%S

over those in power through usc of the vorte.

9. The problem of unemployment in the United 1. In capitalist cconomic systems, is the pri-
States has grown worse over the decades because mary motive guiding people’s economic behavior.
athereis illLlLdSCd‘COHTPCEiEiGﬂ“fEOHFFQFGigﬂ-————-————-w-v—»AQ:.-AEC.Ol'l()l'l\iC-SyS[CU'lS, in which there are strong

workers. clements of both capitalism and socialism are called

b. the proportion of bluc-collar jobs has grown and .

the proportion of white-collar jobs declined, 3. If the Ajax Company produces 95 percent of the
c. the number of women entering the workforce widgets sold in the world, then this company would
has declined. be called .
d. U.S. corporations have avoided competing in 4. A is a corporation that owns other com-
global markets. . panies in cconomic spheres quite different from
10. The text SL}ggCStP that some problups of ‘cpl‘poratc that of the parent company.

concentration of power can be alleviated if the no- 5. The world’s corporate resources arc concentrated in

tion of “stakeholders” in the corporation is

expanded to include ] i .

4. COrpOrate Managers. 6. Sociologist ongmnlly' proposed \\fhnt has

b. corporate stock owners. come to be cnl]c'd the power elite model of the ex-

c. oligopolics. ereise of'pow(;:r in t!u: Um‘tc.:d Stntcs: )

d. corporate workers. 7. ":l”hc conjunction of t}]e military, which benefits
from the purchase of weapons, and the
corporations, which benefit from producing and

T’V%B/Fﬂlse Q%BStiO%S selling weapons, is referred to as the
8. are workers who have lost

1. Political institutions are the ones through which thc1'r jobs because nmnutagturmg plants n tl'u:
goods and services are produced’and distributed. United _S_mms have closed in the face of forcign

2. The primary motivation for economic activities in competition.
socialist economics is to earn a profit. 9. The appronch.would arguc that the. US

3. Laissez-faire advocates would say that we could ceconomy could be best improved through privati-
Jearn more about how best to solve social problems zation, frec trade, and deregulation.
from mixed economies than from pure capitalism. 10. A those who are affected by corporate

4. Tn the United States, union membership as a actividces, and thus should have some say in how the
proportion of the workforce has been declining corporations are run.
since the 1950s.

5. The number of people employed by the . .
government has doubled in the past thirty years. Mﬂtﬂhi% g Q%BS T107LS

6. The pluralist model would argue that the public in
the United States has no power or control over 1. capitalism
what happens at all. 2. monopoly

7. In assessing the power elite model, the text 3. power clite model
concludes that a small group of people in the 4. maquilndoras
United States holds enormous power, controls for- 5. nongovernmental organizations
cign policy, and shapes the direction of our 6. mixed cconomy
economic development. — 7. World Bank

8. When economic power is concentrated in a monop- 8. Dwight D. Eisenhower
olistic fashion, it can result in a less competitive 9. deindustrialization
marketplace. 10. worker empowerment

9. The problem of displaced workers (workers losing ' i
their jobs due to competition with foreign worlers) A. conflict perspective
has affected white workers more severely than black B. cconomic production and distribution privately held
workers in recent decades. C. collective action
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10.

a company that controls 90 percent of sales in a
particular market

factories in Mexico producing goods for export to
the United States

spoke of the military-industrial complex

aging and deferiorating factories and other
resources

approach to the problem of the inequitable
distribution of power

global financial institution

England

Essay Questions

Define capitalism and socialism. Show how each
economic system clearly differs from the other in
terms of organization and motivation for economic
activity.

What is a corporation? What are the benefits and
disadvantages of corporate organization?

What are the major international organizations that
work to support the spread of capitalism around the
world? How do these organizations achicve their
goals?

What are the trends in the unionization of workers in
the United States? What accounts for these tends?
What would the functionalist and conflict perspec-
tives have to say about the concentration of power
in societies? o

Assess how well the power elite and pluralist models
describe the exercise of power in the United States.
What evidence is presented on this issue in the texe?
Who are displaced workerst Who is most likely to be
affected by this, and what particular problems do
they confront?

Describe the laissez-faire and interventionist
approaches to dealing with economic problems
such as deindustrialization and the Great Recession.
What sort of governnent reorganizations are
suggested in the text to alleviate the problems posed
by the concentration of power in the United States?
What sort of cconomnic reorganizations are suggested
in the text to alleviate the problems posed by the
concentration of power in the United States?

For Further Reading

produced not solely by individuals but is also the
product of collective efforts—which justifies, in their
minds, a greater redistribution of the wealth.

Amy Chua. World on Fire: How Exporting Free Mnrket
Democracy Breeds Etlmic Hatred and Global
Instability. New York: Doubleday, 2002. This
author provides a strong critique of current trends
toward globalization, describes its negative
consequences, and presents some ideas about a bet-
ter route.

Charles Derber. Peaple Before Profit: The New
Globalization in an Age of Terror; Big Money, and
Economic Crisis. New York: St. Martin’s Press,
2002. This book describes a grassroots resistance to
corporate-led globalization and proposes a path
based on international democracy and social justice.

Jeff Faux. The Globnl Class War: How America’s Bipar-
tisan Elite Lost Our Futnre—And What It Will Tnke
to Win It Back. Hoboken, NJ: John Wiley & Sons,
2006. This author argues that modern, global capi-
talism has evolved in such a way that it creates
tremendous economic disparities and serves to ben-
efit mainly a small elite. He presents proposals for
remedying the situation and reducing the disparities.

Herbert J. Gans. Democracy and the News. New York:
Oxford University Press, 2003. This author argues
that corporatization, among other trends, is causing
the vital role of the press and the media in
democracy to change in ways that could lead to the
disempowerment of people from meaningful partici-
pation in civic life.

Steven Greenhouse. The Big Squccze: Tough Times for
the American Worker. New York: Knopf, 2009. This
book provides an enlightening description of how,
during a period of substantial corporate profits and
executive salaries, the average worker has found it
more difficult to get by. They point to some corpo-
rations that can serve as models for how to change
this.

Robert Perrucci and Carolyn C. Perrucci. Americn
at Rish: The Crisis of Hope, Trust, and Caring. Lan-
ham, MD: Rowman & Littlefield, 2009. These soci-
ologists explore the economic and technological
changes of the past few decades that have had a
detrimental impact on many workers in the United
States. They recommend policies for change.

Richard A. Posner. A Failure of Capitalism: The Crisis
of 08 and the Descent into Depression. Cambridge,

A f-A

Gar Alperovitz and Lew Daly. Unjust Descrts: How the

Rich Are Tking Our Common Inheritance and Wiy
We Shonid Tnke It Back. New York: New Press,
2010. These cconomists argue that societal wealth is

NA-Harvard-Universicy-Press;2009-This-conserva-
rive cconomist provides an excellent analysis of why
the United States slipped into a Great Recession in
2008, providing also a serious critique of capitalism
as an economic system.
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