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I  didn't expect to be laid off. Not at all. I graduated from 
college in 2006 and quickly landed my first job as an IT 
specialist…. I knew the company wasn't doing as well as it had 
been, but I was still surprised…. I've cut back on everything. I 
eliminated going out for lunch and going out on the town on 
weekends. I go out about once every two months now. It's not 
the life I expected at 26. Every day, I search for new job 
postings. I've had some interviews but nothing solid has come 
from them. It's tough. I have ups and downs. Some days I feel 
hopeless, but I know I have to be optimistic. 

—Jon Mikres describing how frustrating it is for him and many 
others like him to be laid off and unable to find another 
position (qtd. in CNNmoney.com , 2009) 

http://cnnmoney.com/
http://cnnmoney.com/
http://cnnmoney.com/


• It was always apparent to me that project [temporary] attorneys 
felt the passing of time differently compared to the law firm's 
permanent associates and partners. While we both shared the 
practice of billing our work by the hour, we nonetheless each 
experienced a unique temporal reality…. Our day-to-day tasks—
reading and coding documents—were mind-numbingly repetitive. 
Our chances for extra rewards and advancement were negligible…. 
At the project's end, we did not experience the thrill of victory; we 
only felt that we had worked ourselves out of a job. 

• —Robert A. Brooks (2011), now a university professor, explaining 
what life was like when he worked as a temporary attorney who 
was hired by law firms to do endless document review for litigation 
or corporate transactions 
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•  Focus Question: 
• How are our beliefs about work influenced by changes in 

the economy and in the world in which we live? 
• As the comments of Jon and Robert suggest, problems of 

unemployment and underemployment are major concerns 
to millions of people in the United States. Although 
comments such as these about the U.S. economy and work 
represent only a few of the many narratives we might 
present to describe people's fears associated with losing a 
job or finding only temporary work when seeking full-time 
employment, these examples are typical of the significant 
changes that affect millions of people in the difficult 
economic times facing our nation and world. 
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• A huge number of people have seen their jobs vanish 

as they joined the ranks of the unemployed.  Check the 
unemployment rate in EU. 

• http://www.indexmundi.com/g/g.aspx?v=74&c=ee&l=
en 

• http://www.indexmundi.com/g/g.aspx?v=74&c=gr&l=e
n 

• http://www.indexmundi.com/g/g.aspx?v=74&c=sp&l=
en 

• http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=ta
ble&language=en&pcode=teilm020&tableSelection=1
&plugin=1 
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• Among the hardest hit by this recession were 
younger people (ages 16 to 19 and 20 to 24). 
According to some analysts, this job gap might 
mean that people graduating from college today 
may earn approximately 17.5 percent less per 
year than comparable peers graduating in better 
labor markets, with this lower wage effect fading 
away only after 17 years of work. This problem 
was particularly intense for college graduating 
classes in 2008 through 2010 (Greenstone and 
Looney, 2010). Hopefully, this situation will 
improve in the next few years! 
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• What is the connection between the work-related 
problems of unemployment and underemployment 
and the larger economic structure of our society and 
the global economy? In this chapter we will discuss the 
economy as a social institution and explain how our 
current problems are linked to the larger world of 
work—what people are paid for their labour, who gains 
and who loses in tough economic times, how people 
feel about their work, and what impact that recent 
changes in the economy may have on your future. 
Before reading on, test your knowledge about the 
economy and the world of work by taking the 
Sociology and Everyday Life quiz. 
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• Highlighted Learning Objectives 
• Compare the key characteristics of capitalism, 

socialism, and mixed economies. 
• Identify factors that contribute to job satisfaction 

and to worker alienation. 
• Describe the individual's role in the workforce. 
• Discuss key reasons why the United States has a 

relatively high rate of unemployment. 
• Describe ways in which workers attempt to gain 

control over their work situation. 
 

Introduction to the Economy and Politics, 7.1A 



• Economic Systems in Global Perspective  
Preindustrial Economies 
Industrial Economies 
Postindustrial Economies 
• The economy  is the social institution that ensures the 

maintenance of society through the production, distribution, and 
consumption of goods and services. Goods are tangible objects 
that are necessary (such as food, clothing, and shelter) or desired 
(such as iPads and the latest soft ware). Services are intangible 
activities for which people are willing to pay (such as dry cleaning, a 
movie, or medical care). In high-income nations today, many of the 
goods and services that we consume are information goods. 
Examples include databases and surveys (“intermediate products”) 
and the mass media, computer soft ware, and the Internet 
(“information goods”). 
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True Fal
se 

  

T F 1. In today's economy, professions are largely indistinguishable from 
other occupations. 

T F 2. Workers' skills are usually upgraded when new technology is 
introduced in the workplace. 

T F 3. Many jobs in the service sector pay poorly and offer little job 
security. 

T F 4. In the United States and other nations, most assembly-line workers 
are white men. 

T F 5. Labour unions will probably cease to exist sometime during this 
century. 

T F 6. Few workers resist work conditions that they consider to be 
oppressive. 

T F 7. Around the world, positions with the most job security are located 
in large, transnational corporations. 

T F 8. Assembly lines are rapidly disappearing from all sectors of the U.S. 
economy. 
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. False. Even in tough economic times, professions have five characteristics that distinguish them from other 
occupations: (1) abstract, specialized knowledge; (2) autonomy; (3) self-regulation; (4) authority over clients and 
subordinate occupational groups; and (5) a degree of altruism. As the example of the project lawyer shows, 
however, a profession may be degraded if the only work that many professionals in the field can find is 
temporary employment doing tedious, repetitive tasks that workers see as being beneath their education level 
and abilities. 

2. False. Jobs are often deskilled when technology (such as bar-code scanners or computerized cash registers) is installed 
in the workplace. Some of the workers' skills are no longer needed because a “smart machine” now provides the 
answers. 

3. True. Many jobs in the service sector, such as nurse's aide, child-care worker, hotel maid, and fast-food server, offer 
little job security and low pay. 

4. False. Today, most assembly-line workers are young girls and women in developing nations, and women or men of 
colour in the United States. 

5. False. Sociologists who have examined organized labour generally predict that unions will continue to exist but in a 
much weakened state. 

6. False. Many workers resist work conditions that they believe are unjust or oppressive. However, fewer workers are 
now involved in work-related sabotage or in other forms of labour activism. 

7. False. Although it is difficult to determine which types of jobs are the most secure, many positions in transnational 
corporations have been lost through downsizing and plant relocations and closings. 

8. False. According to some scholars, assembly-line type production will remain a fact of life for businesses ranging from 
fast-food restaurants to high-tech semiconductor plants. However, in certain sectors of the economy, such as the 
automobile industry, the number of jobs is rapidly declining. 



• Some goods and services are produced by human labour (the 
plumber who unstops your sink, for example); others are primarily 
produced by capital (such as Internet and high-definition- TV access 
available through a service provider). Labour refers to the group of 
people who contribute their physical and intellectual services to the 
production process in return for wages that they are paid by firms 
(Boyes and Melvin, 2011). Capital is wealth (money or property) 
owned or used in business by a person or corporation. Obviously, 
money, or financial capital, is needed to invest in the physical 
capital (such as machinery, equipment, buildings, warehouses, and 
factories) used in production. For example, a person who owns a 
thousand shares of stock in a high-tech company owns financial 
capital, but these shares also represent an ownership interest in 
that corporation's physical capital. 

• Three  broad categories of economies: 
      preindustrial, industrial, and postindustrial economies. 
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• Preindustrial Economies 
Preindustrial economies include hunting and gathering, 
horticultural and pastoral, and agrarian societies. Most 
workers engage in primary sector production —the 
extraction of raw materials and natural resources from 
the environment. These materials and resources are 
typically consumed or used without much processing. The 
production units in hunting and gathering societies are 
small; family members produce most goods. The division 
of labour is by age and gender. The potential for 
producing surplus goods increases as people learn to 
domesticate animals and grow their own food. 
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• In horticultural and pastoral societies, the economy becomes distinct from 
family life. The distribution process becomes more complex, with the 
accumulation of a surplus such that some people can engage in activities 
other than food production. In agrarian societies, production is primarily 
related to producing food. However, workers have a greater variety of 
specialized tasks, such as warlord or priest; for example, warriors are 
necessary to protect the surplus goods from plunder by outsiders. Once a 
surplus is accumulated, more people can also engage in trade. Initially, the 
surplus goods are distributed through a system of barter—the direct 
exchange of goods or services considered of equal value by the traders. 
However, bartering is limited as a method of distribution; equivalencies 
are difficult to determine (how many fish equal one rabbit?) because there 
is no way to assign a set value to the items being traded. As a 
result, money, a medium of exchange with a relatively fixed value, came 
into use in order to aid the distribution of goods and services in society. 
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• In the preindustrial economy  in the US of the colonial period (from the 1600s to 
the early 1700s), white men earned a livelihood through agricultural work or as 
small-business owners who ran establishments such as inns, taverns, and shops.  

• During this period, white women worked primarily in their homes, doing such 
tasks as cooking, cleaning, and child care. Some also developed cottage 
industries—producing goods in their homes that could be sold to nonfamily 
members.  

• However, a number of white women also worked outside their households as 
midwifes, physicians, nurses, teachers, innkeepers, and shopkeepers (Hesse-Biber and 
Carter, 2000). By contrast, the experiences of people of colour were quite different in 
preindustrial America.  

• According to the sociologists Sharlene Hesse-Biber and Gregg Lee Carter (2000), 
slavery, which came about largely as a result of the demand for cheap agricultural 
labour, was a major force in the exploitation of people of colour  particularly 
women of colour who suffered a double burden of both sexism and racism. By 
contrast, Native American women in some agricultural communities held greater 
power because they were able to maintain control over land, tools, and surplus 
food (Hesse-Biber and Carter, 2000). 
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• Do preindustrial forms of work still exist in contemporary 
high-income nations? In short, yes. For example, portions 
of contemporary sub-Saharan Africa have a relatively high 
rate of exports in primary commodities, and foreign direct 
investment is concentrated in mineral extraction. 

•  Even in high-income nations such as the United States, 
entire families work in the agricultural sector of the 
economy, performing tasks such as picking ripened fruits 
and vegetables. Some parts of the agricultural sector 
coexist beside industrial and postindustrial sectors.  For 
example, cherry pickers on the West Coast are employed in 
the same region as high-tech information workers who are 
employed by Microsoft and other soft ware developers or 
computer manufacturers. 
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• Industrial Economies 
• Industrial economies result from sweeping changes to the system of 

production and distribution of goods and services. Drawing on new 
forms of energy (such as steam, gasoline, and electricity) and 
machine technology, factories proliferate as the primary means of 
producing goods. Most workers engage in secondary sector 
production —the processing of raw materials (from the primary 
sector) into finished goods.  

• For example, steelworkers process metal ore; autoworkers then 
convert the ore into automobiles, trucks, and buses. In industrial 
economies, work becomes specialized and repetitive, activities 
become bureaucratically organized, and workers primarily work 
with machines instead of with one another. With the emergence of 
mass production, larger surpluses are generated, typically 
benefiting some people and organizations but not others. 
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• In sum, the typical characteristics of industrial economies include 
the following: 

• New forms of energy, mechanization, and the growth of the factory 
system. 

• Increased division of labor and specialization among workers. 
• Universal application of scientific methods to problem solving and 

profit making. 
• Introduction of wage labor, time discipline, and workers' deferred 

gratification, which means that employees should be diligent at 
work and pursue personal activities on their own time only. 

• Strengthening of bureaucratic organizational structure and 
enforcement of rules, policies, and procedures to make the 
workplace more efficient and profitable. 
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• All these characteristics contribute to the development of industrial economies, 
greater productivity in the workplace, and a dramatic increase in consumption 
because many more goods are available at affordable prices. 

• Although industrialization brought about an increased standard of living for many 
people, the sociologist Thorstein Veblen (1857–1929) criticized industrialism in his 
famous book, The Theory of the Leisure Class(1967/1899).  

• According to Veblen, the idle rich, who made vast sums of money through factory 
ownership and the hard work of their employees, represented a conspicuously 
consuming, parasitic leisure class.  

• Conspicuous consumption is the ostentatious display of symbols of wealth, such as 
owning numerous mansions and expensive works of art, wearing extravagant 
jewellery and clothing, or otherwise flaunting the trappings of great wealth.  

• By contrast, conspicuous leisure involves wasteful and highly visible leisure 
activities such as casino gambling or expensive sporting events that require costly 
gear or excessive travel expenses (such as going on a safari in Africa).  

• If Veblen were alive today, do you think he would feel the same way about 
conspicuous consumption and perhaps incorporate the spending habits of Wall 
Street bankers, hedge fund managers, or billionaire entrepreneurs? 
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• Postindustrial Economies 
A postindustrial economy is based on tertiary sector production —the provision of 
services rather than goods— as a primary source of livelihood for workers and profit 
for owners and corporate shareholders. Tertiary sector production includes a wide 
range of activities, such as fast-food service, transportation, communication, 
education, real estate, advertising, sports, and entertainment.  
Five characteristics are central to the postindustrial economy: 
1. Service industries dominate over manufacturing. 
2. Information and technological innovation displace property as the central 

preoccupation in the economy. 
3. Professional and technical classes grow more predominant, and workplace 

culture shift s from factories to diversified work settings. 
4. Traditional boundaries between work and home (public and private life) no 

longer exist because digital technologies such as cell phones and computers 
make global communication possible. 

5. High levels of urbanisation and a decline in population occur in many rural areas. 
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• Contemporary World Economic Systems 

• Capitalism 

• Socialism 

• Mixed Economies 

• Capitalism and socialism are the principal 
economic models in industrialized countries. 
Sociologists use two criteria—property 
ownership and market control—to distinguish 
between types of economies. 
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Capitalism 
 

• Capitalism  is a political  economic system characterized by private 
ownership of the means of production, from which personal 
profits can be derived through market competition and without 
government intervention.  

• Most of us think of ourselves as “owners” of private property 
because we own a car, a television, or other possessions. However, 
most of us are not capitalists; we spend money on the things we 
own rather than make money from them. Only a relatively few 
people own income-producing property from which a profit can be 
realized by producing and distributing goods and services. Everyone 
else is a consumer. “Ideal” capitalism has four distinctive features: 
(1) private ownership of the means of production, (2) pursuit of 
personal profit, (3) competition, and (4) lack of government 
intervention. 
 



Private Ownership of the Means of Production 
 

• Private Ownership of the Means of Production 
• Capitalist economies are based on the right of individuals to own income-

producing property, such as land, water, mines, and factories, and the right to 
“buy” people's laboru. 

• In the early stages of industrial capitalism (1850– 1890), virtually all the capital for 
investment in the United States was individually owned—prior to the Civil War, an 
estimated 200 families controlled all major trade and financial organizations. By 
the 1890s, individual capitalists, including Andrew Carnegie, Cornelius Vanderbilt, 
and John D. Rockefeller, controlled most of the capital in commerce, agriculture, 
and industry (Feagin, Baker, and Feagin, 2006). 

• As workers grew tired of toiling for the benefit of capitalists instead of for 
themselves, some of them banded together to form the first national labor union, 
the Knights of Labor, in 1869. A labor union  is a group of employees who join 
together to bargain with an employer or a group of employers over wages, 
benefits, and working conditions. The Knights of Labor included both skilled and 
unskilled laborers, but the American Federation of Labor (AFL), founded in 1886, 
targeted groups of skilled workers such as plumbers and carpenters; each of these 
craft unions maintained autonomy under the “umbrella” of the AFL. 
 



Private Ownership of the Means of Production 
 

• Under early monopoly capitalism (1890–1940), most ownership 
rapidly shifted from individuals to huge corporations —large-scale 
organizations that have legal powers, such as the ability to enter 
into contracts and buy and sell property, separate from their 
individual owners.  

• During this period, major industries, including oil, sugar, and grain, 
came under the control of a few corporations owned by 
shareholders who hold or own shares of stock and cannot be 
personally blamed for the actions of the corporation.  

• As automobile and steel plants shifted to mass production, the 
Congress of Industrial Organizations (CIO) was established in 1935 
to represent both skilled and unskilled workers in industries such as 
automobile manufacturing. In 1937 GM workers held their first sit-
down strike by refusing to work and paralyzing production, a move 
that came to dominate U.S. labour activism. 



Private Ownership of the Means of Production 

• In advanced monopoly capitalism (1940– present), 
ownership and control of major industrial and business 
sectors have become increasingly concentrated, and 
many corporations have become more global in scope. 

• Transnational corporations  are large corporations 
that are headquartered in one or a few countries but 
sell and produce goods and services in many 
countries. These corporations play a major role in the 
economies and governments of many nations. The 
magnitude of these corporations is shown in ■ Table 
13.1, which compares the revenues of the world's 
twenty largest transnational corporations with the 
gross domestic product of entire countries. 



Private Ownership of the Means of Production 

• Transnational corporations are not dependent on the labor, capital, 
or technology of any one country and may move their operations to 
countries where wages and taxes are lower and the potential profits 
are higher. Corporate considerations of this kind help explain why 
many jobs formerly located in the United States have shifted to 
lower-income nations where few employment opportunities exist 
and workers can be paid significantly less than their U.S. 
counterparts. This appears to be a fact of life whether workers are 
reviewing legal documents, producing automobiles and computers, 
or cooking hamburgers in fast-food restaurants owned by 
transnational corporations. Some analysts believe that the so-called 
“global economy” under capitalism has produced a shrinking middle 
class in the United States, where almost 85 percent of all U.S. stocks 
are in the hands of 1 percent of the people, and 61 percent of 
people “always or usually” live from paycheck to paycheck (Snyder, 
2010). 



Table 13.1 Comparison of the Revenues of the World's 20 Largest Corporations with the 
GDP of Selected Countries (2010) 

Company/Country 

Revenues/GDP 
(in $ billions) 

Sources: CNNMoney.com , 2010; International Monetary Fund, 2010. 

Saudi Arabia 434 

     Wal-Mart Stores 408 

Venezuela 285 

     Royal Dutch Shell    285.1 

     Exxon Mobil 285 

     BP 246 

Ireland 204 

     Toyota Motor 204 

     Japan Post Holdings 202 

Philippines 189 
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  Sinopec 188 

     State Grid 184 

     AXA 175 

     China Natl. Petroleum 165 

Pakistan 165 

     Chevron 164 

     ING Group 163 

     General Electric 157 

     Total 156 

Peru 154 

     Bank of America Corp. 150 

     Volkswagen 146 

     ConocoPhillips 140 

New Zealand 138 

     BNP Paribas 131 

     Assicurazioni General 126 

     Allianz 126 

Kuwait 117 
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Pursuit of Personal Profit 
 

• Pursuit of Personal Profit 
• A tenet of capitalism is the belief that people are free to maximize their individual 

gain through personal profit; in the process, the entire society will benefit from 
their activities (Smith, 1976/1776). Economic developmentis assumed to benefit 
both capitalists and workers, and the general public also benefits from public 
expenditures (such as for roads, schools, and parks) made possible through an 
increase in business tax revenues. 

• During the period of industrial capitalism, however, specific individuals and 
families (not the general public) were the primary recipients of profits. For many 
generations, descendants of some of the early industrial capitalists have benefited 
from the economic deeds (and misdeeds) of their ancestors. In early monopoly 
capitalism, some stockholders derived massive profits from companies that held 
near-monopolies on specific goods and services. 

• In advanced (late) monopoly capitalism, profits have become even more 
concentrated. Although some people own some stock, they do not own control; in 
other words, they are unable to participate in establishing the policies that 
determine the size of the profit or the rate of return on investments (which affects 
the profits they derive). 
 
 



Competition 
 

• In theory, competition acts as a balance to excessive 
profits. When producers vie with one another for 
customers, they must be able to offer innovative goods and 
services at competitive prices.  

• However, from the time of early industrial capitalism, the 
trend has been toward less, rather than more, competition 
among companies. In early monopoly capitalism, 
competition was diminished by increasing 
concentration within a particular industry, a classic case 
being the virtual monopoly on oil held by John D. 
Rockefeller's Standard Oil Company (Tarbell, 1925/1904; 
Lundberg, 1988). Today, Microsoft Corporation so 
dominates certain areas of the computer software industry 
that it has virtually no competitors in those areas. 
 



Competition 

• In other situations, several companies may dominate certain 
industries. An oligopoly  exists when several companies 
overwhelmingly control an entire industry. An example is the 
music industry, in which a few giant companies are behind many of 
the labels and artists (see ■ Table 13.2). 
 

•  More specifically, a shared monopoly  exists when four or fewer 
companies supply 50 percent or more of a particular 
market. Examples include U.S. automobile manufacturers (referred 
to as the “Big Three”) and cereal companies (three of which control 
the vast majority of the market). However, as we have seen in 
recent years, even some corporations, such as automobile 
manufacturers, that have been considered “too big to fail” have 
indeed had problems serious enough that government bailouts 
have been required to keep them in business and some of their 
workers employed. 



Table 13.2 The Music Industry's Big Four 

Company Country Leading Artists 

Universal Music Group (MCA, 
Polygram) 

France Taylor Swift 
Lady Gaga 
Carrie Underwood 
Lil Wayne 
Eminem 

Sony Music Entertainment 
(Columbia, RCA, Sony, Jive) 

USA Avril Lavigne 
Foo Fighters 
P!nk 
Kings of Leon 

Warner Music Group (Atlantic, 
Elektra) 

United States Lupe Fiasco 
Death Cat for Cutie 
Rick Ross 
Linkin Park 

EMI Group (Capitol, EMI, Virgin) United Kingdom Lady Antebellum 
Keith Urban 
Jay Z 
Alicia Keys 

Table 13.2  
 

 The Music Industry's Big Four   



Competition 

• In advanced monopoly capitalism, mergers also occur across industries: 
Corporations gain near-monopoly control over all aspects of the 
production and distribution of a product by acquiring both the companies 
that supply the raw materials and the companies that are the outlets for 
their products. For example, an oil company may hold leases on the land 
where the oil is pumped out of the ground, own the plants that convert 
the oil into gasoline, and own the individual gasoline stations that sell the 
product to the public. 

• Corporations with control both within and across industries are often 
formed by a series of mergers and acquisitions across industries. These 
corporationsare referred to as conglomerates —combinations of 
businesses in different commercial areas, all of which are owned by one 
holding company. Media ownership is a case in point; companies such as 
Time Warner have extensive holdings in radio and television stations, 
cable television companies, book publishing firms, and film production 
and distribution companies, to name only a few. Interlocking directorates 
diminish competition by producing interdependence.  



Competition 

• Competition is reduced over the long run by interlocking corporate directorates —members of the 
board of directors of one corporation who also sit on the board(s) of other 
corporations. Although the Clayton Antitrust Act of 1914 made it illegal for a person to sit 
simultaneously on the boards of directors of two corporations that are in direct competition with 
each other, a person may serve simultaneously on the board of a financial institution (a bank, for 
example) and the board of a commercial corporation (a computer manufacturing company or a 
furniture store chain, for example) that borrows money from the bank. Directors of competing 
corporations may also serve together on the board of a third corporation that is not in direct 
competition with the other two. An example of interlocking directorates is depicted in ► Figure 
13.2.  
 
 

• Compensation for members of the boards of top corporations can be $1 million or more per person 
per year when stock, stock options and pensions are taken into account. To deflect public scrutiny, 
in recent years some corporate board members have “retired” from previous executive positions in 
high-powered corporations, banks, or law firms and thus have no visible conflict of interest. 
Individuals who serve on multiple boards are often able to forge cooperative arrangements that 
benefit their corporations but not necessarily the general public. When the same financial interests 
control several corporations, they are more likely to cooperate with one another than to compete. 
 
 
 



Competition 

•  
 

•  
 

 

 

• FIGURE 13.2 THE GENERAL MOTORS BOARD OF DIRECTORS The 2010 General Motors Board of Directors shows the nature of 
interlocking directorates. On the chair representing each of the directors is the name of another entity each director is connected 

with, and his or her position with that entity. General Motors, 2010.  

FIGURE 13.2 THE GENERAL MOTORS BOARD OF DIRECTORS The 2010 General 
Motors Board of Directors shows the nature of interlocking directorates. On the 
chair representing each of the directors is the name of another entity each 
director is connected with, and his or her position with that entity. General 
Motors, 2010. 
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Lack of Government Intervention 

• Ideally, capitalism works best without government intervention in the 
marketplace. The policy of laissez-faire(les-ay-FARE, which means “leave alone”) 
was advocated by economist Adam Smith in his 1776 treatise An Inquiry into the 
Nature and Causes of the Wealth of Nations. Smith argued that when people 
pursue their own selfish interests, they are guided “as if by an invisible hand” to 
promote the best interests of society (see Smith, 1976/1776). 
 

•  Today, terms such as market economy and free enterprise are often used, but the 
underlying assumption is the same: Free market competition, not the government, 
should regulate prices and wages. However, the “ideal” of unregulated markets 
benefiting all citizens has seldom been realized. Individuals and companies in 
pursuit of higher profits have run rough-shod over weaker competitors, and small 
businesses have grown into large, monopolistic corporations.  

• Accordingly, government regulations were implemented in an effort to curb the 
excesses of the marketplace brought about by laissez-faire policies. 



Lack of Government Intervention 

• However, much of what is referred to as government intervention 
has been in the form of aid to business. Between 1850 and 1900, 
corporations received government assistance in the form of public 
subsidies and protection from competition by tariffs, patents, and 
trademarks. The federal government also gave large tracts of land 
to the privately owned railroads to encourage their expansion 
across the nation. Antitrust laws originally intended to break up 
monopolies were used instead against labour unions that 
supported workers' interests (Parenti, 1996). 

• Overall, most corporations have gained much more than they have 
lost as a result of government involvement in the economy. The 
recent bailouts of various industries, including banks and 
automakers, are obvious examples of federal intervention to the 
tune of billions of dollars in taxpayers' monies and other funds. 
 



Socialism 
 

• Socialism  is an economic system characterized by public ownership of the means of production, 
the pursuit of collective goals, and centralized decision making. Like “pure” capitalism, “pure” 
socialism does not exist.  

• Karl Marx described socialism as a temporary stage en route to an ideal communist society.  
• Although thet erms socialism and communism are associated with Marx and are often used 

interchangeably, they are not identical. Marx defined communism as an economic system 
characterized by common ownership of all economic resources.  

• In the Communist Manifesto and Das Kapital, he predicted that the working class would become 
increasingly impoverished and alienated under capitalism.  
 

• As a result, the workers would become aware of their own class interests, revolt against the 
capitalists, and overthrow the entire system (see Turner, Beeghley, and Powers, 2007). After the 
revolution, private property would be abolished, and collectives of workers who would own the 
means of production would control capital.  

• The government (previously used to further the interests of the capitalists) would no longer be 
necessary. People would contribute according to their abilities and receive according to their needs 
(Marx and Engels, 1967/1848; Marx, 1967/1867). Many of Marx's ideas have had a profound effect 
on how sociologists and other researchers view our contemporary economic and social problems ( 

• “Ideal” socialism has three distinctive features: (1) public ownership of the means of production, 
(2) pursuit of collective goals, and (3) centralized decision making. 

 



Socialism 

• Public Ownership of the Means of Production 
• In a truly socialist economy the means of production are owned and controlled by 

a collectivity or the state, not by private individuals or corporations. For example, 
prior to the early 1990s the state owned all the natural resources and almost all 
the capital in the Soviet Union. At least in theory, goods were produced to meet 
the needs of the people. Access to housing and medical care was considered to be 
a right. 

• Leaders of the Soviet Union and some Eastern European nations decided to 
abandon government ownership and control of the means of production because 
the system was unresponsive to the needs of the marketplace and offered no 
incentive for increased efficiency (Boyes and Melvin, 2011).  

• Since the 1990s, Russia and other states in the former Soviet Union have 
attempted to privatize ownership of production. Economic reforms in the 1990s 
privatized most industries, with the exceptions of the energy and defense-related 
sectors. Today, the state-owned Russian oil company Rosneft makes billions of 
dollars annually from the sale of oil, particularly as concern has increased about 
the supply of Middle East oil (Kramer, 2011). 
 



Socialism 

• China—previously the world's other major communist economy—has 
privatized many state industries. In privatization resources are converted 
from state ownership to private ownership; the government takes an 
active role in developing, recognizing, and protecting private property 
rights (Boyes and Melvin, 2011). 

•  In the second decade of the twenty-first century, China has a hybrid 
political economy made up of both capitalism and an autocratic form of 
Communist Party governance.  

• Double-digit economic growth has brought about an increase in annual 
urban income, life expectancy has increased by more than six years, and 
the rate of illiteracy has dropped significantly.  

• With these improvements for middle-class Chinese, it is likely that the 
combination of communism and a modified form of capitalism will remain 
for the foreseeable future (Jacobs, 2011). 

•  Both Russia and China have undergone significant changes in recent 
years, moving from globally isolated, centrally controlled economies to 
more market-based and globally integrated economies. 



Pursuit of Collective Goals 
 

• Socialism is based on the pursuit of collective goals, rather 
than on personal profits. Equality in decision making 
replaces hierarchical relationships (such as between 
owners and workers or political leaders and citizens). 
Everyone shares in the goods and services of society, 
especially necessities such as food, clothing, shelter, and 
medical care, based on need, not on ability to pay.  

• In reality, in nations such as China, members of the 
Communist Party are able to obtain low-interest loans from 
state-owned and state-operated banks as long as they play 
by party rules (Jacobs, 2011). In sum, even though pursuit 
of collective goals is one of the ideals of socialism, few 
societies can or do pursue purely collective goals. 
 



Centralized Decision Making 
 

• Another tenet of socialism is centralized decision 
making. In theory, economic decisions are based 
on the needs of society; the government is 
responsible for aiding the production and 
distribution of goods and services. Central 
planners set wages and prices to ensure that the 
production process works.  

• When problems such as shortages and 
unemployment arise, they can be dealt with 
quickly and effectively by the central government 
(Boyes and Melvin, 2011). 
 



Mixed Economies 
 

• As we have seen, no economy is truly capitalist or socialist; most 
economies are mixtures of both. A mixed economy  combines 
elements of a market economy (capitalism) with elements of a 
command economy (socialism). Sweden, Great Britain, and France 
have mixed economies, sometimes referred to as democratic 
socialism —an economic and political system that combines 
private ownership of some of the means of production, 
governmental distribution of some essential goods and services, 
and free elections. 

•  For example, government ownership in Sweden is limited primarily 
to railroads, mineral resources, a public bank, and liquor and 
tobacco operations (Feagin, Baker, and Feagin, 2006). Compared 
with capitalist economies, however, the government in a mixed 
economy plays a larger role in setting rules, policies, and objectives. 



• The government is also heavily involved in providing 
services such as medical care, child care, and 
transportation. In Sweden, for example, all residents 
have health insurance, housing subsidies, child 
allowances, paid parental leave, and day-care 
subsidies.  

• Recently, some analysts have suggested that the United 
States has assumed many of the characteristics of 
a welfare state , a state in which there is extensive 
government action to provide support and services to 
the citizens, as it has attempted to meet the basic 
needs of older persons, young children, unemployed 
people, and persons with a disability. 
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• Marx: Not Completely Right, but Not 
Completely Wrong Either  
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• The legacy of Karl Marx, the German economist and philosopher, has been a mixed 
one. Some people believe that his works should have no influence on 
contemporary thinking about the economy and political life because some of his 
predictions about capitalism proved to be incorrect; however, others emphasize 
that Marx was not completely wrong either, particularly when we look at his ideas 
in light of the current economic crisis. Slightly over 160 years ago, Karl Marx 
wrote The Communist Manifesto, and the journalist and social commentator 
Barbara Ehrenreich (2008) argues that, despite changing times, this document has 
retained relevance for today: 

• The Manifesto makes for quaint reading today. All that talk about “production,” for 
example: Did they actually make things in those days? Did the proletariat really 
slave away in factories instead of call centers?  

• But on one point Marx and Engels proved right: Within capitalist societies, or at 
least the kind of wildly unregulated capitalism America has had, the rich got richer, 
the workers got poorer, and the erstwhile middle class has been sliding toward 
ruin. The last two outcomes are what Marx called “immiseration,” which, in 
translation, is the process you're undergoing when you have cancer and no health 
insurance or a mortgage payment due and no paycheck coming in. 
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• You may recall that Ehrenreich is a journalist and social activist who has written books such 
as Nickel and Dimed (previously mentioned in Chapter 8) and speaks on the behalf of the 
working class and the poor. After her time spent working as a manual laborer and hourly-
wage earner at fast-food chains, hotels, and big-box stores such as Wal-Mart, Ehrenreich 
described how difficult it is for people earning the minimum wage or less to eke out a living 
as they become increasingly impoverished under capitalism. Some of her research and 
writing has been strongly influenced by conflict theorists such as Karl Marx. 

• Although the revolution of the workers and the fall of capitalism that Marx predicted (based 
on the workers becoming fed up with immiseration and “revolting, seizing the means of 
production, and insisting on running the show themselves”) did not occur, Ehrenreich (2008) 
argues that this does not mean that Marx was incorrect in his assessment about the 
problems inherent in advanced capitalism: 

• The revolution didn't happen, of course, at least not here. For the last several years, 
American workers have sweetly acquiesced to declining wages, rising prices, speed-ups at 
work, disappearing pensions, and increasingly threadbare health insurance. While CEO pay 
escalated to the 8-figure range and above, so-called ordinary Americans took on second jobs 
and crowded into multi-generational households with uncomfortable long waits for the 
bathroom. But all this immiseration—combined with fabulous enrichment at the top—did 
end up destabilizing the capitalist system, if only because, in the last few years, America's 
substitute for decent wages has been easy credit…. 

 



•  Marx's argument was that the coexistence of great wealth 
for the few and growing poverty for the many is not only 
morally objectionable, it's also inherently unstable.  

• [Marx] may have been wrong about the reasons for the 
instability, but no one can any longer deny it's there. When 
the greed of the rich collided with the needs of the poor—
for a home, for example—the result was a global credit 
meltdown. Obviously, the way to address the crisis is to 
deal with the poverty and inequality that led to it…. 

• All sociologists do not agree with the ideas of Marx or with 
Ehrenreich's explanation of them, but the 160-
yearold Communist Manifesto and the current writings of 
Ehrenreich do reflect the importance of taking into account 
the poor and acknowledging that everyone does not share 
equally in the hardships associated with tough economic 
times. 
 



• What might we learn about the economy as a 
social institution by conducting research at 
locations frequented by the working class and 
the poor, such as food banks and homeless 
shelters? Is there a place for social activism in 
the study of sociology? 
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