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Summary and Review

She said to herself, “If people were more like me, this country would be in better shape.”

I

If you are like most students, you are wondering how changes in the economy are going to affect your chances of getting a good job. Let’s see if we can shed some light on this question. We’ll begin with this story:

The sound of her alarm rang in Kim’s ears. “Not Monday already,” she groaned. “There must be a better way of starting the week.” She pressed the snooze button on the clock (from Germany) to sneak another ten minutes’ sleep. In what seemed like just thirty seconds, the alarm shrilly insisted that she get up and face the week.

Still bleary-eyed after her shower, Kim peered into her closet and picked out a silk blouse (from China), a plaid wool skirt (from Scotland), and leather shoes (from India). She nodded, satisfied, as she added a pair of simulated pearls (from Taiwan). Running late, she hurriedly ran a brush (from Mexico) through her hair. As Kim wolfed down a bowl of cereal (from the United States) topped with milk (from the United States), bananas (from Costa Rica), and sugar (from the Dominican Republic), she turned on her kitchen television (from Korea) to listen to the weather forecast.

Gulping the last of her coffee (from Brazil), Kim grabbed her briefcase (from Wales), purse (from Spain), and jacket (from Malaysia), left her house, and quickly climbed into her car (from Japan). As she glanced at her watch (from Switzerland), she hoped that the traffic would be in her favor. She muttered to herself as she pulled up at a stoplight (from Great Britain) and eyed her gas gauge. She muttered again when she pulled into a station and paid for gas (from Saudi Arabia), for the price had risen over the weekend. “My paycheck never keeps up with prices,” she moaned.

When Kim arrived at work, she found the office abuzz. Six months ago, the New York headquarters had put the company up for sale, but there had been no takers. The big news was that both a German and a Canadian corporation had put in bids over the weekend. No one got much work done that day, as the whole office speculated about how things might change.

As Kim walked to the parking lot after work, she saw a tattered “Buy American” bumper sticker on the car next to hers. “That’s right,” she said to herself. “If people were more like me, this country would be in better shape.”

The Transformation of Economic Systems

Although this vignette may be slightly exaggerated, many of us are like Kim: We use a multitude of products from around the world, and yet we’re concerned about our country’s ability to compete in global markets. Our economy today—our system of producing and distributing goods and services—differs radically from those in all but our most recent past. The products that Kim uses make it apparent that today’s economy knows no national boundaries. To better understand how global forces affect the U.S. economy—and your life—let’s begin with an overview of sweeping historical changes.

Preindustrial Societies: The Birth of Inequality

The earliest human groups, hunting and gathering societies, had a subsistence economy.  In small groups of about twenty-five to forty, people lived off the land. They gathered plants and hunted animals in one place, and then moved to another as these sources of food ran low. Because there was little or no excess food or other items, these groups did little trading with one another. With no excess to accumulate, as was mentioned in Chapter 6, everybody possessed as much (or, really, as little) as everyone else.

Then people discovered how to breed animals and cultivate plants. The more dependable food supply in what became pastoral and horticultural societies allowed humans to settle down in a single place. Human groups grew larger, and for the first time in history, it was no longer necessary for everyone to work at producing food. Some people became leather workers, others weapon makers, and so on. This new division of labor produced a surplus, and groups traded items with one another. The primary sociological significance of surplus and trade is this: They fostered social inequality, for some people accumulated more possessions than others. The effects of that change remain with us today.

The plow brought the next major change, ushering in agricultural societies. Plowed land was much more productive, allowing even more people to specialize in activities other than producing food. More specialized divisions of labor followed, and trade expanded. Trading centers then developed, which turned into cities. As power passed from the heads of families and clans to a ruling elite, social, political, and economic inequality grew.

Industrial Societies: The Birth of the Machine

The steam engine, invented in 1765, ushered in industrial societies. Based on machines powered by fuels, these societies created a surplus unlike anything the world had seen. This, too, stimulated trade among nations and brought even greater social inequality. A handful of individuals opened factories and exploited the labor of many.

Then came more efficient machines. As the surpluses grew even greater, the emphasis in the society slowly changed—from producing goods to consuming them. In 1912, sociologist Thorstein Veblen coined the term conspicuous consumption to describe this change in people’s orientations. By this term, Veblen meant that the Protestant ethic identified by Weber—an emphasis on hard work, savings, and a concern for salvation (discussed on pages 175–176)—was being replaced by an eagerness to show off wealth by the “elaborate consumption of goods.”

Postindustrial Societies: The Birth of the Information Age

In 1973, sociologist Daniel Bell noted that a new type of society was emerging. This new society, which he called the postindustrial society, has six characteristics: (1) a service sector so large that most people work in it; (2) a vast surplus of goods; (3) even more extensive trade among nations; (4) a wider variety and quantity of goods available to the average person; (5) an information explosion; and (6) a global village—that is, the world’s nations are linked by fast communications, transportation, and trade. The Sociology and the New Technology box on the next page discusses how interconnected the global village has ​become.

Biotech Societies: The Merger of Biology and Economics

As we discussed in Chapter 6, we may be on the verge of yet another new type of society. This one is being ushered in by advances in biology, especially the deciphering of the human genome system. While the specifics of this new society have yet to unfold, the marriage of biology and economics should yield even greater surpluses and more ​extensive trade. The global village will continue to expand. The technological advances that will emerge in this new society may also lead to longer and healthier lives. As history is our guide, it also may create even greater inequality between the rich and poor nations.

Implications for Your Life

The broad changes in societies that I have just sketched may seem to be abstract matters, but they are far from irrelevant to your life. Whenever society changes, so do our lives. Consider the information explosion. When you graduate from college, you will most likely do some form of “knowledge work.” Instead of working in a factory, you will manage ​information or design, sell, or service products. The type of work you do has profound implications for your life. It produces social networks, nurtures attitudes, and even affects how you view yourself and the world.

It is the same with the global village. Think of the globe as being divided into three neighborhoods—the three worlds of industrialization and postindustrialization that we reviewed in Chapter 9 (pages 244–248). Some nations are located in the poor part of the village. Their citizens barely eke out a living from menial work. Some even starve to death. In contrast, their fellow villagers in the rich neighborhood feast on the best that the globe has to offer. It’s the same village, but what a difference the neighborhood makes.

Now visualize any one of the three neighborhoods. Again you will see gross inequalities. Not everyone who lives in the poor neighborhood is poor, and some areas of the rich neighborhood are packed with poor people. The United States is the global economic leader, occupying the most luxurious mansion in the best neighborhood and is spearheading the new bioeconomy.

The Transformation of the Medium of Exchange

As each type of economy evolved, so, too, did the medium of exchange, the means by which people value and exchange goods and services. As we review this transformation, you’ll see how the medium of exchange reflects a country’s economy.

Earliest Mediums of Exchange

As noted, the lack of surplus in hunting and gathering and pastoral and horticultural societies meant that there was little to trade. Whatever trading did occur was by barter, directly exchanging one item for another. The surplus that stimulated trade in later societies led to new ways of valuing goods and services so people could exchange them. Let’s look at how the medium of exchange was transformed.

Medium of Exchange in Agricultural Societies

Although bartering continued in agricultural societies, people increasingly came to use money, a medium of exchange that places a value on items. In most places, money consisted of gold and silver coins. A coin’s weight and purity determined the amount of goods or services it could purchase. In some places, people made purchases with deposit receipts. These receipts transferred ownership to a specified number of ounces of gold or silver, or bushels of grain, or to a specified amount of other goods that were on deposit in a warehouse or bank. Toward the end of the agricultural period, deposit receipts became formalized into currency (paper money). Each piece of paper represented a specific amount of gold or silver stored in a warehouse. Currency and deposit receipts represented stored value. No more currency or deposit receipts could be issued than the amount of gold or silver in the warehouse. Gold and silver coins continued to circulate alongside the deposit receipts and currency.

Medium of Exchange in Industrial Societies

With few exceptions, in industrial societies bartering became a thing of the past. Gold was replaced by paper currency, which, in the United States, could be exchanged for gold stored at Fort Knox. This policy was called the gold standard. As long as each dollar represented a specified amount of gold, the number of dollars that could be issued was limited. Toward the end of this period, U.S. paper money could no longer be exchanged for gold or silver. Instead, there was fiat money, currency issued by a government that is not backed by stored value.

When fiat money replaced stored value, coins made of precious metals disappeared from circulation. People considered these coins more valuable, and they were unwilling to part with them. Gold coins disappeared first, followed by the largest silver coin, the dollar. Then, as inferior metals (copper, zinc, and nickel) replaced the smaller silver coins, people began to hoard these silver coins, and they, too, disappeared from ​circulation.

Even without a gold standard that restricts the amount of currency issued to the amount of stored value, governments have a practical limit on the amount of paper money they can distribute. In general, prices increase if a government issues currency at a rate higher than the growth of its gross domestic product (GDP), the total goods and services that a country produces. This condition, inflation, means that each unit of currency will purchase fewer goods and services. Governments try to control inflation, for high inflation is a destabilizing influence.

As you can see from Figure 14.1 on the next page, as long as the gold standard limited the amount of currency, the purchasing power of the dollar remained relatively stable. When the United States left the gold standard in 1937, the dollar no longer represented stored value, and it plunged in value. Today, the dollar is but a shadow of its former self, retaining only about 7 percent of its earlier purchasing power.

In industrialized societies, checking accounts became common. A check is actually a type of deposit receipt, for it is a promise that the writer of the check has deposited enough currency in the warehouse (the bank or credit union) to cover the check. The latter part of the industrial period saw the invention of the credit card. This device allows its owner, who has been approved for a specified amount of credit, to purchase goods without an immediate exchange of money—either metal, currency, or check. The credit card owner is billed for the purchase.

Medium of Exchange in Postindustrial Societies

During the first part of the postindustrial (or information) society, paper money cir-culated freely. Paper money then became less common, being gradually replaced by checks and credit cards. The next development was the debit card, a device that electronically withdraws the cost of an item from the cardholder’s bank account. Like the check, the debit card is a type of deposit receipt, for it transfers ownership of currency on ​deposit.

The latest evolution of money is e-cash. E-cash consists of digital money that is stored on the owner’s computer. E-cash can be encoded in e-mail and sent over the Internet. In effect, the new medium of exchange is itself a part of the information explosion.

World Economic Systems

Now that we have sketched the main economic changes in history, let’s compare capitalism and socialism, the two main economic systems in force today. Table 14.1 presents a summary of this discussion.

Capitalism

People who live in a capitalist society may not understand its basic tenets, even though they see them reflected in their local shopping malls and fast-food chains. If we distill the many businesses of the United States to their basic components, we see that capitalism has three essential features: (1) private ownership of the means of production (individuals own the land, machines, and factories, and decide what they will produce); (2) market competition (an exchange of items between willing buyers and sellers); and (3) the pursuit of profit (selling something for more than it costs).

Some people believe that the United States is an example of pure capitalism. Pure capitalism, however, known as laissez-faire capitalism (literally meaning “hands off”), means that the government doesn’t interfere in the market. Such is not the case in the United States. The current form of U.S. capitalism is welfare or state capitalism. Private citizens own the means of production and pursue profits, but they do so within a vast system of laws designed to protect the welfare of the population. Consider this example:

Suppose that you discover what you think is a miracle tonic: It will grow hair, erase ​wrinkles, and dissolve excess fat. If your product works, you will become an overnight sensation—not only a multimillionaire, but also the toast of television talk shows and the darling of Hollywood.

But don’t count your money or broadcast your fame yet. You still have to reckon with market restraints, the laws and regulations of welfare capitalism that limit your capacity to produce and sell. First, you must comply with local and state rules. You must obtain a business license and a state tax number that allows you to buy your ingredients without paying sales taxes. Then come the federal regulations. You cannot simply take your product to local stores and ask them to sell it; you first must seek approval from federal agencies that monitor compliance with the Pure Food and Drug Act. This means that you must prove that your product will not cause harm to the public. In addition, you must be able to substantiate your claims—or else face being shut down by state and federal agencies that monitor the market for fraud. Your manufacturing process is also subject to federal, state, and local laws concerning hygiene and the disposal of hazardous wastes.

Suppose that you overcome these obstacles, and your business prospers. Other federal agencies will monitor your compliance with laws concerning discrimination by race, sex, and disability, minimum wages, and Social Security taxes. State agencies will examine your records to see whether you have paid unemployment taxes and sales taxes. Finally, the Internal Revenue Service will look over your shoulder and demand a share of your profits (about 35 percent).

To see how welfare or state capitalism developed in the United States, let’s go back to an earlier era. When capitalism was in its infancy in the 1800s, you could have made your “magic” potion at home and sold it at any outlet willing to handle it. You could have advertised that it cured baldness, erased wrinkles, and dissolved fat, for no agency existed to monitor your product or your claims. (See the 1885 poster on this page.) In fact, this is precisely what thousands of individuals did at that time. They made “elixirs” in their basements and gave them whimsical names such as “Granny’s Miracle Medicine” and “Elixir of Health and Happiness.” A single product could claim that it restored sexual potency, purged the intestines, and made people more intelligent. These tonics often made people feel better, for many elixirs were braced with alcohol—and even cocaine (Ashley 1975). (Coca-Cola was a “pick me up” during this period, for until 1903 it contained cocaine. This is what the Coca of Coca-Cola refers to.) To protect the public’s health, in 1906 the federal government passed the Pure Food and Drug Act and began to regulate products.

John D. Rockefeller’s remarkable success in unregulated markets helps to explain why the government began to regulate capitalism. After a ruthless drive to eliminate competi​tion, Rockefeller managed to corner the U.S. oil and gasoline market. He slashed prices and then doubled them after driving out the competition. He even sabotaged competitors’ pipelines and refineries (Josephson 1949). With his competitors crippled or eliminated, his company, Standard Oil, was able to dictate prices to the entire nation. Rockefeller had achieved the capitalist’s dream, a monopoly, the control of an entire industry by a single company.

Rockefeller had played the capitalist game too well, however, for he had wiped out one of its essential components: competition. Consequently, to protect this cornerstone of capitalism, the federal government passed antimonopoly legislation and broke up Standard Oil. Today, the top firms in each industry—such as General Motors in automobiles and General Electric in household appliances—must obtain federal approval before acquiring another company in the same industry. If the government determines that one firm dominates a market, it can force that company to divest (sell off) some of its businesses.

Another characteristic of welfare capitalism is that although the government encourages competition, it establishes its own monopoly over what it calls “common good” items. These are items and services presumed essential for the common good of the citizens, such as armed forces, highways, and sewers.

Socialism

As shown in Table 14.1 on page 394, socialism also has three essential components: (1) public ownership of the means of production; (2) central planning; and (3) the distribution of goods without a profit motive.

In socialist economies, the government owns the means of production. It owns not only the factories, but also the land, railroads, oil wells, and gold mines. Unlike capitalism, in which market forces—supply and demand—determine what will be produced and the prices that will be charged, a central committee decides that the country needs X number of toothbrushes, Y toilets, and Z shoes. The committee determines how many of each will be produced, what price will be charged for the items, and where they will be ​distributed.

Socialism is designed to eliminate competition, for goods are sold at predetermined prices regardless of the demand for an item or the cost of producing it. Profit is not the goal, nor is encouraging consumption of goods that are in low demand (by lowering the price), nor is limiting the consumption of hard-to-get goods (by raising the price). Rather, the goal is to produce goods for the general welfare and to distribute them according to people’s needs, not their ability to pay.

In a socialist economy everyone works for the government. The members of the central committee who set production goals are government employees, as are the supervisors who implement those goals, the factory workers who produce the merchandise, the truck drivers who move it, and the clerks who sell it. Those who buy the items may work at different jobs—in offices, on farms, or in day care centers—but they, too, are government employees.

Just as capitalism does not exist in a pure form, neither does socialism. Although the ideology of socialism calls for resources to be distributed according to need and not the ability to pay, in line with the functionalist argument of social stratification presented in Chapter 9 (pages 239–240), socialist countries found it necessary to offer higher salaries for some jobs in order to entice people to take greater responsibilities. For example, in socialist countries factory managers always earned more than factory workers. By narrowing the huge pay gaps that characterize capitalist nations, however, socialist nations established considerably greater equality of income.

Dissatisfied with the greed and exploitation of capitalism and the lack of freedom and individuality of socialism, Sweden and Denmark developed democratic socialism (also called welfare socialism). In this form of socialism, both the state and individuals produce and distribute goods and services. The government owns and runs the steel, mining, forestry, and energy concerns, as well as the country’s telephones, television stations, and airlines. Remaining in private hands are the retail stores, farms, factories, and most service industries.

Ideologies of Capitalism and Socialism

Not only do capitalism and socialism have different approaches to producing and distributing goods, but also they represent opposing belief systems. Capitalists believe that market forces should determine both products and prices. They also believe that profits are good for humanity. If people strive for profits, it stimulates them to produce and distribute goods efficiently, as well as to develop new products. The Mass Media box below ​examines how capitalists create demand for their products.

Socialists, in contrast, believe that profit is immoral. Karl Marx said that an item’s value is based on the work that goes into it. The only way there can be profit, he stressed, is by paying workers less than the value of their labor. Profit, then, is the excess value that has been withheld from workers. Socialists believe that the government should protect workers from this exploitation. To do so, it should own the means of production, using them not to produce profit, but to produce items that match people’s needs, not their ability to pay.

Adherents to these ideologies paint each other in such stark colors that each perceives the other system as one of exploitation. Capitalists view socialists as violating basic human rights of freedom of decision and opportunity. Socialists see capitalists as violating the basic human right of freedom from poverty. With each side claiming moral superiority while viewing the other as a threat to its very existence, the last century witnessed the world split into two main blocs. In what was known as the Cold War, the West armed itself to defend capitalism, the East to defend ​socialism.

Criticisms of Capitalism and Socialism

The primary criticism leveled against capitalism is that it leads to social inequality. Capitalism, say its critics, produces a tiny top layer of wealthy, powerful people who exploit a vast bottom layer of poorly paid workers. Another criticism is that the tiny top layer wields vast political power. Those few who own the means of production reap huge profits, accrue power, and are able to get legislation passed that goes against the public good.

The primary criticism leveled against socialism is that it does not respect individual rights (Berger 1991). Others (in the form of some government body) control people’s lives. They decide where people will work, live, and go to school. In China, they even decide how many children women may bear (Mosher 1983). Critics also argue that central planning is grossly inefficient and that socialism is not capable of producing much wealth. They say that its greater equality really amounts to giving almost everyone an equal chance to be poor.

The Convergence of Capitalism and Socialism

Regardless of the validity of these mutual criticisms, as nations industrialize they come to resemble one another. They urbanize, produce similar divisions of labor (such as professionals and skilled technicians), and encourage higher education. Even similar values emerge (Kerr 1983). By itself, this tendency would make capitalist and socialist nations grow more alike, but another factor also brings them closer to one another (Form 1979): Despite their incompatible ideologies, both capitalist and socialist systems have adopted features of each other.

That capitalism and socialism are growing similar is known as convergence theory. This view points to a coming hybrid or mixed economy. A fundamental change in socialist countries gives evidence for convergence theory. Russia and China suffered from the production of shoddy goods, they were plagued by shortages, and their standard of living severely lagged behind that of the West. To try to catch up, in the 1980s and 1990s, Russia and China reinstated market forces. They made the private ownership of property legal, and they auctioned off many of their state-owned industries. Making a profit—which had been a crime—was encouraged. In China, leaders even invited capitalists to join the Communist Party (Kahn 2002). Even Vietnam, whose communism the United States was so concerned about, has embraced capitalism (Lamb 2004). For a glimpse of Russia’s transition to capitalism, see the Cultural Diversity box on the next page.

Changes in capitalism also support this theory. The United States has adopted many socialist practices. One of the most obvious is extracting money from some individuals to pay for the benefits it gives to others. Examples include unemployment compensation (taxes paid by workers are distributed to those who no longer produce a profit); subsidized housing (shelter, paid for by the many, is given to the poor and elderly, with no motive of profit); welfare (taxes from the many are distributed to the needy); a minimum wage (the government, not the employer, determines the minimum that workers receive); and Social Security (the retired do not receive what they paid into the system, but, rather, money that the government collects from current workers). Such embracing of socialist principles indicates that the United States has produced its own version of a mixed type of economy.

Perhaps, then, convergence is unfolding before our very eyes. On the one hand, capitalists now assume that their system should provide workers with at least minimal support during unemployment, illness, and old age. On the other hand, socialist leaders have reluctantly admitted that profit and private ownership do motivate people to work harder.

The matter, however, is not this simple. That each has adopted features of the other is only part of the picture. The systems remain far from “converged.” Although it is muted compared to what it was in the heady days of the Cold War, the struggle between the ​systems continues. Russian and Polish citizens, for example, longing for greater stability, have voted Communists back into top government positions. In the United States, Republicans try to roll back socialistic measures and return to a purer capitalism, while Democrats resist. Meanwhile, the Chinese, longing to transform themselves into the world’s number one capitalist nation, await a new leadership that will adopt capitalistic principles at a faster pace.

The Functionalist Perspective on the Globalization of Capitalism

Sun Microsystems uses a single phone number to offer round-the-globe, round-the-clock technical service. The number is staffed by teams in California, England, and Australia. They electronically hand work off as a team when another country comes on line.

When the Turkish economy plunged, Goodyear didn’t let its tire plant in Turkey sit idle. Instead, using flexible tire-making technology, Goodyear swiftly regeared its tire models and redirected output to the rest of Europe. (Zachary 1995)

The globalization of capitalism may be the most significant economic change in the past 100 years. Its impact on our lives may rival that of the Industrial Revolution itself. As Louis Gallambos, a historian of business, says, “This new global business system will change the way everyone lives and works” (Zachary 1995).

The New Global Division of Labor

To apply functionalism to the globalization of capitalism, we must first step back a moment and look at the nature of work itself. Work is functional for society. Only because people work do we have electricity, hospitals, schools, automobiles, and homes. Beyond this obvious point, however, lies a basic sociological principle: Work binds us together. As you may recall from Chapter 4, Emile Durkheim noted that in agricultural societies people do similar work and directly share most aspects of life. Because of this, they look at the world in similar ways. Durkheim used the term mechanical solidarity to refer to the sense of unity that comes from doing similar activities.

When an agricultural society industrializes, many different types of jobs develop. As the division of labor grows, people come to feel less solidarity with one another. Grape pickers in California, for example, may feel that they have little in common with workers who make aircraft in Missouri. Yet, each worker is performing a specific function that contributes to the economic system, and, therefore, to the welfare of the others. Because they are like the separate organs that make up the same body, Durkheim called this type of unity organic solidarity.
Durkheim had observed the beginning of what has turned out to be a global process. With our new global division of labor, each of us depends on workers around the globe. People who live in California or New York—or even Michigan—depend on workers in Tokyo to produce cars. Tokyo workers, in turn, depend on Saudi Arabian workers for oil, and South American workers to operate ships that deliver that oil. We may not feel a sense of unity with one another, but we all are linked in the same global economic web.

We are only in the early stage of a process that is engulfing the world. As this global division of labor continues to develop, corporations face cultural hurdles, a topic of the Cultural Diversity box on the next page.

Ownership and Management of Corporations

Capitalism is driving today’s global interdependence. Its triumph as the world’s dominant economic force can be traced to a social invention called the corporation. A corporation is a business that is treated legally as a person. A corporation can make contracts, incur debts, sue and be sued. Its liabilities and obligations, however, are separate from those of its owners. For example, each shareholder of Ford Motor Company—whether he or she has 1 or 100,000 shares—owns a portion of the company. However, Ford, not its individual owners, is responsible for fulfilling its contracts and paying its debts. To indicate how corporations now dominate the economy, sociologists use the term corporate ​capitalism.
One of the most surprising, but functional, aspects of corporations is their separation of ownership and management. Unlike most businesses, it is not the owners—those who own the company’s stock—who run the day-to-day affairs of the company (Walters 1995; Sklair 2001). Instead, managers run the corporation, and they are able to treat it as though it were their own. The result is the “ownership of wealth without appreciable control, and control of wealth without appreciable ownership” (Berle and Means 1932). Sociologist Michael Useem (1984) put it this way:

When few owners held all or most of a corporation’s stock, they readily dominated its board of directors, which in turn selected top management and ran the corporation. Now that a firm’s stock [is] dispersed among many unrelated owners, each holding a tiny ​fraction of the total equity, the resulting power vacuum allow[s] management to select the board of directors; thus management [becomes] self-perpetuating and thereby ​acquire[s] de facto control over the corporation.

Management determines its own salaries, sets goals and awards itself bonuses for meeting them, authorizes market surveys, hires advertising agencies, determines marketing strategies, and negotiates with unions. The management’s primary responsibility to the owners is to produce profits.

Because of this power vacuum, at their annual meeting, the stockholders ordinarily ​rubber-stamp management’s recommendations. It is so unusual for this not to happen that when it does not, it is called a stockholders’ revolt. The irony of this term is generally lost, but remember that in such cases it is not the workers but the owners who are ​rebelling!

Functions and Dysfunctions on a Global Scale

The globalization of capitalism is leading to a new world structure. Three primary trading blocs are emerging: North and South America, dominated by the United States; Europe, dominated by Germany; and Asia, currently dominated by Japan, but with China hard at its heels. Functionalists stress not only how this new global division benefits the multinational giants but also how it benefits the citizens of the world.

Consider free trade. Free trade leads to greater competition, which, in turn, drives the search for greater productivity. This lowers prices and brings a higher standard of living. Free trade also has dysfunctions. As production moves to countries where labor costs are lower, millions of U.S., U.K., French, and German workers lose their jobs. Functionalists point out that this is merely a temporary dislocation. As the Most Industrialized Nations lose production jobs, their workers shift into service and high-tech jobs. Meanwhile, some of the poor of the Least Industrialized Nations are given work and the chance for a better life.

The shift to new types of work requires a bitter adjustment for workers. As the U.S. steel industry lost out to global competition, for example, the closings of plants led to the “rust belts” of the northern states. Similarly, the globalization of capitalism has brought special challenges to small towns, which were already suffering long-term losses owing to urbanization. Their struggle to survive is the topic of the photo essay on pages 404–405.

The Conflict Perspective on the Globalization of Capitalism

Conflict theorists say that to place the focus on global interdependence is to miss the point. What we should look at is how the wealthy benefit at the expense of workers. Let’s see what they mean by this.

The Inner Circle of Corporate Capitalism

The multinational corporations—corporations that operate across national borders—are headed by a group that Michael Useem (1984) calls the inner circle. Members of this inner circle, although in competition with one another, are united by a mutual interest in making capitalism flourish (Mizruchi and Koenig 1991; Sklair 2001). Within their own country, they consult with high-level politicians, promote legislation favorable to big business, and serve as trustees for the most influential foundations and universities. They also promote political candidates who stand firmly for the private ownership of property. On a global level, they move capital from one nation to another as they search for greater ​profits.

Table 14.2 lists the world’s 25 largest corporations. You can see how the United States dominates world trade. It accounts for 16 of these companies. No other country even comes close. The other companies are spread among 5 other nations.

If the giant corporations cannot attain a monopoly, they strive for an oligopoly, where several large companies dominate a single industry, such as gasoline, breakfast cereal, or light bulbs. If they achieve this, then they can divide the market among themselves. They are also able to dictate the quality and prices of their products. To get legislation that gives them special tax breaks, oligopolies also cultivate political connections. (Some simply say that they “buy” politicians.)

One of the more significant, and to some, sinister, developments in capitalism is the merger of giant corporations from different nations. Merging, or one company buying another, reduces competition. This also makes it easier to set prices and quality and to trounce smaller competitors. In short, mergers consolidate the power of the multinational corporations and make it easier for them to dominate global markets.

Consolidation of power is one of the primary goals of these corporations. The inner circle looks for cooperative politicians and develops a cozy relationship with them. If they find hostility, some are not above plotting murder and overthrowing governments. In 1973, a U.S. multinational, the International Telephone & Telegraph Company (ITT), joined the CIA in a plot to unseat Chile’s elected government. They first attempted to bring about the economic collapse of Chile. When this failed, they plotted a coup d’état, which led to the assassination of the Chilean president, Salvador Allende (Coleman 1995; Rohter 2002).

U.S. economic power is so integrated with politics that the inner circle can even get the U.S. president to pitch their products. If this sounds like an exaggeration, consider this report from the Associated Press (October 29, 1995):

The White House celebrated Saudi Arabia’s $6 billion purchase of U.S.-made airplanes Thursday, calling it a victory for both American manufacturers and the Clinton administration. . . . President Clinton helped broker the sale. . . . Prince Bandar bin Sultan, [Saudi Arabia’s] minister of defense and aviation, credited Clinton for closing the purchase. Clinton personally pitched the quality of the U.S. planes to Saudi King Fahd. (Italics added.)

. . . (T)he Clinton Administration worked this sale awfully damn hard because of the president’s commitment to promoting U.S. business abroad. . . . He has done that routinely, instructed his ambassadors and his diplomats to put the economic interests of Americans forward as they conduct their diplomacy.

Although the president wasn’t selling toothpaste, it was the same principle.

In short, the interests of the heads of the multinational corporations and those of the top political leaders converge. Together, they form a power elite, with top government leaders dedicated to promoting the interests of the country’s economic leaders. To protect their far-flung resources and markets, they provide weapons to regimes that favor their interests and send armed forces against those that threaten them. We shall return to this topic in the next chapter.

Interlocking Directorates

Conflict theorists stress how the wealthy expand their power through interlocking directorates, that is, they serve as directors of several companies. Their fellow members on those boards also sit on the boards of other companies, and so on. Like a spider’s web that starts at the center and then fans out in all directions, the top companies are interlocked into a network (Mintz and Schwartz 1985; Davis 2003). The chief executive officer of a firm in England, who sits on the board of directors of half a dozen other companies, said:

If you serve on, say, six outside boards, each of which has, say, ten directors, and let’s say out of the ten directors, five are experts in one or another subject, you have a built-in panel of thirty friends who are experts who you meet regularly, automatically each month, and you really have great access to ideas and information. You’re joining a club, a very good club. (Useem 1984)

This concentration of power reduces competition, for a director is not going to approve a plan that will be harmful to another company in which he or she (mostly he) has a stake. The top executives of the top U.S. companies are part of the powerful capitalist class ​described on pages 268–270. They even get together in recreational settings, where they renew their sense of solidarity, purpose, and destiny (Domhoff 1999b; 2002).

Global Investing

The two social maps on the next page illustrate how corporations have outgrown their national boundaries. The world map shows the investments that U.S. corporations have made in other countries. Cross-border investments are not a one-way street, however, as the U.S. map illustrates. About 1 of every 20 U.S. businesses is owned by people in other countries. If you buy a book from New York’s Random House, you are making a purchase from Bertelsmann, a German company. If you fill up at a Shell station, you are buying gasoline from a Dutch company. And if you buy a package of Tums, you are buying a product from an old-line U.S. company that is owned by Beecham Group, a British ​corporation.

Although we take the presence of multinational corporations for granted—as well as their cornucopia of products—their power and presence are new to the world scene. As multinational corporations do business across national borders, they tend to become detached from the interests and values of their country of origin. A U.S. executive made this revealing statement, “The United States does not have an automatic call on our resources. There is no mindset that puts this country first” (Greider 2001). These ​corporate giants move investments and production from one part of the globe to another—with no concern for consequences other than profits. How opening or closing factories affects workers is of no concern to them. With profit as their moral guide, the conscience of multinational corporations is dominated by dollar signs.

This primary allegiance to profits and market share, rather than to their workers or to any country, accompanied by a web of interconnections around the globe, is of high sociological significance. The shift in orientation and organization is so new, however, that we don’t yet know its implications. But we can consider two stark contrasts. The first: Removed from tribal loyalties and national boundaries, the global interconnections of the multinational corporations may be a force for global peace. The second: They could create a New World Order dominated by a handful of corporate leaders. If so, we all may find ourselves at the mercy of a global elite in a system of interconnected societies, directed by the heads of the world’s corporate giants. We will discuss this possibility in the next chapter.

Work in U.S. Society

With this broad, even global, background, let’s turn our focus on work in U.S. society.

The Transition to Postindustrial Society

At various times in this text, I have used the term postindustrial society to describe the United States. Figure 14.4 illustrates why this term is appropriate. This figure shows a change that is without parallel in human history. In the 1800s, most U.S. workers were farmers. Today, farmers make up about 2 percent of the work force. With the technology of the 1800s, a typical farmer produced enough food to feed five people. With today’s powerful machinery and hybrid seeds, he or she now feeds about eighty. In 1940, about half of U.S. workers wore a blue collar; then changing technology shrank the market for blue-collar jobs. White-collar work continued its ascent, reaching the dominant position it holds today.

The significance of the decline of agriculture and manufacturing is not limited to the type of work that people do. Beyond this surface change is the arrival of a new type of ​society. To live in a postindustrial society is to live in a different world. Not only is your work different, but so are your lifestyle, your relationships, the age at which you marry, the amount of education you attain, the number of children you have, your attitudes and values, and even the way you view the world.

Women and Work

Among these major changes that have transformed our world is the unprecedented increase in the numbers of women who work for wages. In Figure 11.5 of Chapter 11 (page 313), you saw how this number has increased so greatly that today almost one of two U.S. workers is a woman. Figure 14.5 shows how the United States ranks among the nations that have the highest percentage of women in the work force.

Researchers have found two primary distinctions between women and men in the world of work. First, women seem to be more concerned than men with maintaining a balance between their work and family lives (Statham et al. 1988; Caproni 2004). Second, men and women tend to follow different models for success: Men seem to emphasize individualism, power, and competition, while women are more likely to stress collaboration, persuasion, and helping (Miller-Loessi 1992; Moore, Grunberg, and Greenberg 2005).

What is the source of these apparent differences? Do they represent traits arising from biology—an “unfolding” of gender differences from within? At this point in the text, you know that most sociologists would reject such an explanation, that they would search for differences in ways that women and men are socialized. If there really are “female” and “male” models of success and if they are based on socialization, it will be interesting to see how these models change as more women reach the top levels of their professions and the more powerful positions in the business world.

How likely is it that a woman will be in the labor force? Figure 14.6a on the next page shows how working for wages increases with each level of education. This is probably because women who have more education find more satisfying work—and get higher pay. Figure 14.6b shows the influence of marital status. You can see that single women are the most likely to work for wages; married women follow closely behind; and divorced, widowed, and separated women are the least likely to be in the work force. You can also see that the greatest increase has been among married women. Figure 14.6c shows that African American women are the most likely to be in the work force, but that race-ethnicity makes little difference in whether women work for wages. You can also see that the race-ethnic groups have been following a parallel course.

As discussed in Chapter 11, women face discrimination at work. The Down-to-Earth Sociology box on page 411 explores how some women cope with this discrimination.

The gradual changes shown in Figure 14.6 have profound implications for social life. Because of this, sociologists use the term quiet revolution to refer to the consequences of so many women joining the ranks of paid labor. This quiet revolution has transformed self-concepts, spending patterns, and relations at work. It has also changed relationships with boyfriends, husbands, and children. It has even transformed views of life. I’ll give just one example. It used to be considered most undesirable—perhaps immoral—for women with preschoolers to work for wages. Believing that they would be neglecting their children and that neighbors would talk, mothers of preschoolers took jobs only as a last resort. Now, as Figure 14.6d shows, most mothers of preschoolers have paid jobs—even those who have children under age 3. The neighbors don’t gossip, for what was once considered wrong is now considered right—and most of the mothers in the neighborhood are at work.

The Underground Economy

The underground economy. The term has a sinister ring—suggestive of dope deals struck in alleys and wads of bills hastily exchanged. The underground economy is this, but it is a lot more—and it is usually a lot more innocent. If you pay the plumber with a check made out to “cash,” if you purchase a pair of sunglasses from a street vendor or a kitchen gadget at a yard sale, if you so much as hand a neighbor’s kid a $20 bill to mow the lawn or to baby sit, you are participating in the underground economy. (Pennar and Farrell 1993)

Also known as the informal economy and the off-the-books economy, the underground economy consists of economic activities—whether legal or illegal—that people don’t report to the government. What interests most of us is not unreported babysitting money, but the illegal activities that people cannot report even if they want to. As a 20-year-old child care worker in one of my classes who also worked as a prostitute two or three nights a week told me, “Why do I do this? For the money! Where else can I make this kind of money in a few hours? And it’s all tax free.”

The largest source of illegal income is probably drug dealing. Eighteen million Ameri​cans currently use illegal drugs (Statistical Abstract 2005:Tables 11, 186). To serve them, billions of dollars flow from users to sellers and to their networks of growers, importers, processors, transporters, dealers, and enforcers. These particular networks are so huge that each year the police arrest more than a million Americans for illegal drug activities (Statistical Abstract 2005:Table 309).

The million or so illegal immigrants who enter the United States each year are also part of the underground economy. Often called undocumented workers (referred to as los sin documentos in Mexico), they work for employers who either ignore their fake Social Security cards or pay them in cash. I asked one woman from Mexico who had entered the United States illegally if she had a “green card” (the card given to immigrants who enter the country legally). She said that she did, adding, “They’re sold on the street like candy.”

When terrorists struck the World Trade Center, 43 restaurant workers were killed. Of them, 12 were working with fake Social Security cards (Cleeland 2001). Undocumented workers from China work primarily in Chinese restaurants and in New York’s garment industry. Many from India and Pakistan work in fast food restaurants (Rosenbaum 1998). Those from Mexico and Central and South America are concentrated in California and Texas, but they disperse throughout the country. They do housework, pick lettuce on farms, sew garments in clandestine sweatshops, clean rooms in hotels, and serve food at restaurants. For the most part, they do the low-paying and dirty jobs that U.S. citizens try to avoid. The rest of us benefit from their labor, for they bring us cheaper goods and services.

Because of its subterranean nature, no one knows the exact size of the underground economy, but it probably is no less than 10 percent of the regular economy (Barber 2003). Since the official gross domestic product of the United States is about $11 trillion (Statistical Abstract 2005:Table 641), the underground economy probably totals over $1 trillion a year. It is so huge that it distorts the official statistics of the country’s gross domestic product. It also costs the IRS billions of dollars a year in lost taxes.

Stagnant Paychecks

U.S. workers are some of the most productive in the world (Sta​tistical Abstract 2005:Table 1337). One might think, therefore, that their pay would be increasing. This brings us to a disturbing trend.

Look at Figure 14.7. The gold bars show current dollars. These are the dollars the average worker finds in his or her paycheck. You can see that since 1970 the average pay of U.S. workers has soared from just over $3 an hour to over $15 an hour. Workers today are bringing home almost five  times as many dollars as workers used to. But let’s strip away the illusion. Look at the green bars, which show constant dollars, the buying power of those paychecks. These bars show how inflation has whittled away the value of the dollars that workers earn. Today’s workers can buy only a little more with their $15 an hour than workers in 1970 could with their “measly” $3 an hour. The question is not “How could workers live on just $3 an hour back then?” but, rather, “How can workers get by on a 24-cent-an-hour raise that it took 33 years to get?” Incredibly, despite increased education, technical training, computers, and productivity, this is how much the average worker’s purchasing power has increased from 1970 to 2003.

Patterns of Work and Leisure

Suppose that it is 1860 and you work for a textile company in Lowell, Massachusetts. When you arrive at work one day, you find that the boss has posted a new work rule: All workers will have to come in at the same time and remain until quitting time. Like the other workers, you feel outrage. You join them as they shout, “This is slavery!” and march out of the plant, indignant at such a preposterous rule. (Zuboff 1991)

This is a true story. The workers were angry because up until then, they had been able to come and go when they wanted. Let’s consider how patterns of work and leisure are related to the transformation of economies.

Effects of Industrialization  Hunting and gathering societies provided enormous amounts of leisure, time not taken up by work or necessary activities such as eating and sleeping. Assuming they didn’t live in a barren place or have to deal with some unusual event, such as drought or pestilence, it did not take long for people to hunt and gather what they needed for the day. In fact, most of their time was leisure, and the rhythms of nature were an essential part of their lives. Agricultural economies also allowed much leisure, for, at least in the western hemisphere, work peaked with the spring planting, let up in the summer, and then peaked again with the fall harvest. During the winter work again receded, for by this time the harvest was in, animals had been slaughtered, food had been preserved and stored, and wood had been laid up.

Industrialization, however, broke this harnessing of work to seasonal rhythms. Going against all of human history, bosses and machines began to dictate when work was to be done. Workers resisted, clinging to their traditional patterns. After working for several weeks—or even just a few days—a worker would disappear, only to reappear when money ran out. For most workers, enjoying leisure was considerably more important than amassing money (Weber 1958/1904–1905). Since regular, efficient production brought more profits, bosses began to insist that all workers start work at the same time. To workers of that period, this seemed like slavery. Today, in contrast, work patterns that corporations and bosses impose on us have become part of the taken-for-granted cultural rhythms that coordinate our lives.

Trends in Leisure  It is not the activity itself that makes something leisure, but the purpose for which it is done. Consider driving a car. If you do it for pleasure, it is leisure, but if you are an on-duty police officer or if you must commute to the office, it is work. If done for enjoyment, horseback riding and reading a book are leisure—but these activities are work for jockeys and students.

Patterns of leisure change with the life course, following the U-curve shown on Figure 14.8. Young children enjoy the most leisure, but teenagers still have considerably more leisure than their parents. Parents with small children have the least leisure, but after the children leave home, leisure picks up again. After the age of 60 or so, the amount of leisure for adults peaks.

Compared with workers during early industrialization, today’s workers have far more leisure. A hundred years ago the work week was half again as long as today’s, for then workers had to be at their machines 60 hours a week. When workers unionized, they demanded a shorter work week. Over the years, the work week has gradually shrunk. In Germany the work week is 35 hours, with Friday afternoons usually off. Volkswagen was the world’s first multinational corporation to adopt a 30-hour work week. In addition, German workers get six weeks of paid vacation a year. A strange thing has happened in the United States, though. This trend toward more leisure has reversed course. U.S. workers now average 1,978 hours of work a year, the highest of any industrialized nation (DeGraaf 2003).

Telecommuting (Teleworking)  Just as the Industrial Revolution took workers from home to factory, so our current technological revolution has allowed about 15 million workers to return home (Pelton 2004). There they do their work, while they “commute” electronically with their company. Corporations save office space, and workers avoid traffic jams. The effects of telecommuting on productivity are mixed. For some workers, out of sight means that it’s time to goof off. Others, without the structure that forces them to quit at the end of the day, go onto a 24/7 work binge—until they burn out (Johnson 2004). Managers often fret about a loss of control over workers. Communications can become difficult when nonverbal cues—the facial expressions and body language that are so essential to our understanding of one another—are missing. Workers often fear that their career will be sabotaged because they are out of touch with office politics.

Work is always more than work. Although the paycheck is the typical motivation for taking a job, friendships at work often become highly valued. This creates a problem for teleworkers, who miss the camaraderie of their office mates. E-mail helps, but it isn’t the same as face-to-face interaction, of seeing the look on Bob’s and Mary’s faces when they tell a joke or repeat the latest office gossip. Many teleworkers find work at home to be a soulless experience. Here is what a student who read this text reported:

My husband is still working as a software engineer. His company “wired” most of their employees for home offices. So he now works from home and has a boss in another state whom he rarely sees in person. He misses his “community” at the office and often, out of the blue, will just go in for a few hours for no good reason. He’s usually disappointed, though, because most everyone else works at home, and he finds few people to chat with. His company recognizes this as a big problem. It’s hard to keep the team spirit, so they have tried to gently “mandate” once a week togetherness lunches. But it’s not the same as everyday contact.

Facing the Future: Implications of Global Capitalism

We can catch a glimpse of the future by looking at two trends that are firmly in place: global trade and the new technology.

Global Trade: Inequalities and Conflict

The giant multinational corporations are carving up the world into major trading blocs and pushing for the reduction or elimination of tariffs. As a result, we can expect trade among nations to increase beyond anything the world has ever seen. U.S. corporations will continue to support an expansion of global trade, for world markets have become crucial for their success. For example, with the huge costs of making movies (the average movie now runs $50 million), the U.S. movie industry would go broke if it weren’t for global distribution.

Not all nations will benefit equally, of course. The Most Industrialized Nations (even as they move through their postindustrial phase) will continue to garner the lion’s share of the world’s wealth. (You may want to look again at Table 14.2 on page 403.) If economic inequality between the richer and the poorer nations increases, it spells trouble. The growing wealth of the nations that control global trade does not sit easily with the Least Industrialized Nations. Their poverty and powerlessness–illuminated by televised images of wealth and privilege beamed from the Most Industrialized Nations—breed discontent. So do growing pressures on their limited resources from their mushrooming populations. All this provides fertile ground for the recruitment of terrorists, who, if able, will vent their frustrations against those nations that they perceive as exploiting them.

New Technologies and Downsizing: Utopia or Nightmare?

Computer-driven production will continue to reduce the number of workers who are needed to make the goods we use. As conflict theorists stress, the jobs that the new technology destroys are not located at the top managerial levels of the multinationals, nor are they held by the capitalists who own the company stock. Although investors and managers must modify their strategies to match changing markets, which can be treacherous, the global manufacturing and distribution that the new technology opens is an opportunity for greater profits. The low-level workers who live from paycheck to paycheck, in contrast, suffer the wrenching adjustments that come from being forced from their jobs.

Let’s close this chapter, then, with a Thinking Critically section that focuses on the far-reaching implications of this global transformation of our economy.

Thinking Critically

What Type of New Society? New Technology and the Restructuring of Work

The fear of being automated out of a job plagues many workers. They have seen machines displace people who worked at their side, the lucky ones getting “early retirement” and a pension, the others being told to hit the bricks.

The workers’ fears of automation are not irrational. Technology causes job after job to become obsolete. The automobile industry makes about as many cars as it did 30 or 40 years ago, but it employs less than half as many production workers. The 120,000 workers at U.S. Steel plummeted to just 20,000—yet production remains the same (Volti 1995). As computers continue to replace workers, millions of more jobs will be wiped out—not only unskilled jobs in manufacturing, but also skilled work in information technology. If you contact Verizon’s call center, for example, you will speak to polite operators who will try to track down the problem by asking intelligent questions. They will also check your telephone line on the spot. If they can’t fix the problem, they will schedule and dispatch a technician. You will not be talking to a person, however, but to a Voice Response Unit (VRU) that uses a new generation of intelligent speech recognition. The VRU will “talk” with you in plain English (Landry, Mahesh, and Hartman 2005).

Then, too, there is another side to the story; technology also creates jobs. The automobile industry is an outstanding example. Although the popularity of cars wiped out the livelihood of stable hands, tens of thousands more people gained jobs in the new steel and gasoline industries. Hundreds of thousands of others began to work as mechanics, salespeople, and advertisers. Many took jobs in the body shops that dot our landscape.

Each new technology, then, both destroys existing jobs and creates new ones. Some of these jobs are highly visible, as with those in the shops that do instant oil changes. Others are less evident. The technology that went into airplanes, for example, not only spawned pilots, mechanics, and reservation clerks, but also it stimulated global tourism. To put this in a nutshell: Most of us work at jobs that did not even exist when our grandparents were born.

With rapidly developing technologies, the overall workforce is likely to shrink (Landry, Mahesh, and Hartman 2005). This can be either good or bad. Consider two futures (Rifkin 1995). The first is a technoparadise of abundance and leisure. Because fewer workers will produce everything we need, work is spread around. Working just 10 or 15 hours a week, everyone is able to possess goods in abundance. We recover the leisure that humans used to enjoy in their early days as hunters and gatherers. What people do with this leisure will be up to them. Some will spend time in intellectual pursuits. They will study the sciences, philosophy, and languages. They will follow the arts—painting, poetry, the theater. The average person can enjoy global travel. Parents will spend more time with their children. Some will simply spend their leisure watching more soap operas, or fighting an endless series of virtual enemies in video games. With a beer in one hand and a remote in the other, some will sit transfixed by mind-numbing, endless hours of televised sports and reality shows.

The second future is quite different. It consists of a society that is split into two main groups, one smaller and one larger. The smaller group consists of people who are secure and affluent. With their flexible skills in high demand, they enjoy the many benefits that society offers. The larger group consists of two main types of people: those who still have jobs, but they pay little, and those who no longer have jobs, for automation has dispossessed them from the work force. In this second future, millions of people survive in hopelessness and despair, receiving meager handouts that are given only grudgingly. The nation’s youth, displaced from job opportunities, produces a large, violent criminal subculture. This frightens and confuses those in the affluent group, who retreat from this threat, locking themselves behind gated communities.

We can’t turn back the clock. New technology is here to stay, and, as always, the new technology will change the nature of work. The basic issue is not whether we will have new technology, but how we, as a society, will react to it. The transformation of work is inevitable, but the choices that we make regarding that restructuring of work are not.

for your Consideration

Which of these two futures seems more likely? In answering this question, refer to the discussion in this chapter about the effects of the new ​technologies on work, the globalization of capitalism, and the growing power of multinational corporations.

The growing gap between the “haves” and the “have-nots” of our society reveals an ominous trend. Look at Figure 14.9 on the next page. The inverted pyramid in this figure renders a snapshot of how the nation’s income is divided. Each rectangle on the left represents a fifth of the U.S. ​population. The rectangles on the right represent the proportion of the nation’s income that goes to each of these fifths. From this inverted pyramid, you can see that 48 percent of the entire country’s income goes to the richest fifth of Americans; only 4 percent goes to the poorest fifth. This gap is now greater than it has been in generations. Rather than bringing equality, then, the postindustrial economy is perpetuating–and enlarging–the income inequalities of the industrial economy. What implications of this division of the nation’s wealth do you see for our future?

The Transformation of Economic Systems

How are economic systems linked to types of societies?

The earliest societies (hunting and gathering) were subsistence economies: Small groups lived off the land and produced little or no surplus. Economic systems grew more complex as people discovered how to domesticate animals and grow plants (pastoral and horticultural societies), farm (agricultural societies), and manufacture (industrial societies). As people produced a surplus, trade developed. Trade, in turn, brought social inequality as some people accumulated more than others. Service industries dominate the post​industrial societies. If a biotech society is emerging, it is too early to know its consequences. Pp. 390–392.

The Transformation of the Medium of Exchange

How has the medium of exchange evolved?

A medium of exchange is any means by which people exchange goods and services. In hunting and gathering and pastoral and horticultural societies, people bartered goods and services. In agricultural societies, money came into use, and evolved into currency, or paper money, representing a specific amount of gold or silver on deposit. Postindustrial societies rely increasingly on electronic transfer of funds in the form of credit cards, debit cards, and e-cash. Pp. 392–394.

World Economic Systems

How do the major economic systems differ?

The world’s two major economic systems are capitalism and socialism. In capitalism, private citizens own the means of production and pursue profits. In socialism, the state owns the means of production and has no goal of profit. Adherents of each have developed ideologies that defend their own systems and paint the other as harmful. As expected from convergence theory, each system has adopted features of the other. Pp. 394–399.

The Functionalist Perspective on the Globalization of Capitalism

How does functionalism apply to the globalization of capitalism?

From the functionalist perspective, work is a basis of ​social solidarity. Traditional societies have mechanical solidarity; people perform similar tasks and identify with one another. Industrialization brings organic solidarity, interdependence based on the division of labor. This process has continued to the point that we now are developing a global division of labor. Corporations, with their separation of ownership and management, underlie the success of capitalism. Pp. 399–402.

The Conflict Perspective on the Globalization of Capitalism

How does a conflict perspective apply to the globalization of capitalism?

Conflict theorists, who focus on power, note that global capitalism is a means by which capitalists exploit workers. At the top of the multinational corporations is an inner circle. While workers lose jobs to automation, the inner circle maintains its political power and profits from the new technology. The term corporate capitalism indicates that giant corporations dominate capitalism today. Pp. 403–408.

Work in U.S. Society

How has the workforce changed?

In the transition to a postindustrial society, the number of farm workers has plummeted, blue-collar work has shrunk, and almost everyone works at service jobs. The United States and Canada have the highest percentage of women in the labor force. Pp. 408–410.

What is the underground economy?

The underground economy consists of any economic activity not reported to the government, from babysitting to prostitution. The size of the underground economy runs perhaps 10 to 15 percent of the regular economy. Pp. 410–412.

How have patterns of work and leisure changed?

In hunting and gathering societies, most time was leisure. In agricultural societies, work was dictated by the seasons. Industrialization reduced workers’ leisure, but workers have now gained some leisure back. Americans work more hours per week than do the workers of any other industrialized nation. Pp. 414–413.

Facing the Future: Implications of Global Capitalism

What economic trends will affect our future?

Due to expanding global trade, new technologies, and downsizing, the nature of work will continue to be transformed. Choices made now can lead either to a better society or to a nightmare. Pp. 414–416.


1.
What global forces are affecting the U.S. economy? What consequences are they having? How might they affect your own life?


2.
What are the major characteristics and ideologies of capitalism and socialism? How are these related to the earlier political and economic competition called the Cold War?


3.
How can anyone say that the average U.S. worker hasn’t gotten ahead in recent years, when the average hourly wage is so much higher than it used to be? What implications does this have for your own future?
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economy a system of producing and distributing goods and services

subsistence economy a type of economy in which human groups live off the land and have little or no surplus

conspicuous consumption Thorstein Veblen’s term for a change from the Protestant ethic to an eagerness to show off wealth by the consumption of goods

medium of exchange the means by which people place a value on goods and services in order to make an exchange, for example, currency, gold, and silver

barter the direct exchange of one item for another

money any item (from sea​shells to gold) that serves as a medium of exchange; today, currency is the most common form

deposit receipts a receipt stating that a certain amount of goods is on deposit in a warehouse or bank; the receipt is used as a form of money

currency paper money

stored value the goods that are stored and held in reserve that back up (or provide the value for) a currency

gold standard paper money backed by gold

fiat money currency issued by a government that is not backed by stored value

gross domestic product (GDP) the amount of goods and services produced by a nation

inflation an increase in prices

credit card a device that ​allows its owner to purchase goods and to be billed later

debit card a device that ​allows its owner to charge purchases against his or her bank account

e–cash digital money that is stored on computers

capitalism an economic ​system characterized by the private ownership of the means of production, the ​pursuit of profit, and market competition

laissez-faire capitalism ​unrestrained manufacture and trade (literally “hands off” capitalism)

welfare (or state) capitalism an economic system in which individuals own the means of production but the state regulates many economic ​activities for the welfare of the population

market restraints laws and regulations that limit the ​capacity to manufacture and sell products

monopoly the control of an entire industry by a single company

socialism an economic system characterized by the public ownership of the means of production, central planning, and the distribution of goods without a profit motive

market forces the law of ​supply and demand

democratic socialism a ​hybrid economic system in which capitalism is mixed with state ownership

convergence theory the view that as capitalist and socialist economic systems each adopt features of the other, a hybrid (or mixed) economic system will emerge

mechanical solidarity Durkheim’s term for the unity (or shared consciousness) that people feel as a result of performing the same or similar tasks

organic solidarity Durkheim’s term for the interdependence that results from the division of labor; people depending on ​others to fulfill their jobs

corporation the joint ownership of a business enterprise, whose liabilities and obligations are separate from those of its owners

corporate capitalism the domination of the economic system by giant corporations

stockholders’ revolt the ​refusal of a corporation’s stockholders to rubber-stamp decisions made by its ​managers

multinational corporations companies that operate across national boundaries; also called transnational ​corporations
oligopoly the control of an entire industry by several large companies

interlocking directorates the same people serving on the board of directors of several companies

quiet revolution the fundamental changes in society that follow when vast numbers of women enter the work force

underground economy exchanges of goods and services that are not reported to the government and thereby escape taxation

leisure time not taken up by work or necessary activities

The common-sense meaning of market is a place where people exchange or buy and sell goods. Such old-fashioned markets remain common in the Least Industrialized Nations, such as this one in Tobago. Here people find the social interaction every bit as rewarding as the goods and money that they exchange.
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One of the negative consequences of early industrialization in the West was the use of child labor. In the photo on the left, of the U.S. textile industry in the 1800s, you can see spindle boys at work in a Georgia cotton mill. Today’s Least Industrialized Nations are experiencing the same negative consequence as they industrialize. The photo on the right shows boys at work in a contemporary textile factory in Varanas, India. About the only improvement is that the child workers in India are able to sit down as they exhaust their childhood.

the transformation of economic systems  > ‑Sociology and the New Technology

“Your Name Is What? You Live Where? But You Sound Like You’re Right Next Door.”

“Hi. I’m Nancy Morrison from Chicago. May I help you?”

You are likely to be greeted with something like this when you call about your credit card or to inquire why something you ordered hasn’t arrived. Or maybe you will talk to Susan Sanders from Newark, New Jersey.

Nothing surprising about this. It just happens, however, that your call has been routed to a worker 8,000 miles away.

The individual who is greeting you is Nishara Hyderabad—or Narayana Ramdas. She doesn’t live in Chicago or Newark. She lives in Bangalore, India. The accent is sometimes so good that even someone from Chicago or Newark can’t tell the difference.

In training sessions, she and her fellow workers watch Friends and Everybody Loves Raymond. They must be able to reconstruct the dialogue, so they can master the nuances of English. They have to know, for example, that when a customer says, “No way, José,” there is really no José.

In role playing sessions, their trainer poses as a caller and interrogates them on U.S. movies, TV programs, and sports. If a customer moves into unfamiliar territory, they are taught to say, “Can we get back to business?”

India is becoming “the back office for the world.” General Electric, British Airways—and hundreds of other U.S. companies—have set up huge phone banks in Bangalore to handle their daily barrage of customer inquiries. Some publishers are even producing their textbooks there. When I called AOL technical support, I jokingly asked the technician if he lived in India. He said that he lived in Bangalore, and he then proudly told me how technically developed Bangalore is.

And what a competitive advantage the corporations find in India. The college graduates who handle the phones are paid a huge salary compared to most Indians. They earn somewhere between $1,600 and $2,100 a year.

for your Consideration

How is technology shrinking the global village? Is it inevitable that U.S. jobs will be lost to India—and to other Least Industrialized Nations? Do you think that it is a fair business practice to have Indian telephone workers take on pseudo American identities? Are “Susan” and “Nancy” exploited by the multinational corporations? Or do they benefit from them?

Based on Landler 2001; McKay 2004.
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the transformation of the medium of exchange  Figure 14.1

 Declining Value of the U.S. Dollar

Source: Modified from “Alternative Investment Market Letter,” November 1991.

Table 14.1

 Comparing Capitalism and Socialism

Capitalism

1. ‑Individuals own the means of production

2. ‑The owners determine production, based on competition

3. ‑The pursuit of profit is the reason for distributing goods and services

Socialism

1. ‑The public owns the means of production

2. ‑Central committees plan production; no competition

3. ‑No profit motive in the distribution of goods and services
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This advertisement from 1885 represents an early stage of capitalism when individuals were free to manufacture and market products with little or no interference from the government. Today, the production and marketing of goods take place under detailed, complicated government laws and ​regulations.

world economic systems  Successful capitalists can buy most things in life, including trophy wives. Some trade their entrepreneurial success (money, property, sometimes fame) for younger, beautiful women. Donald Trump discarded his first wife in favor of a younger model, who looked much like the first one. He then discarded her, and at age 58 married a model, Melania Knauss, age 30, shown here.
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mass Media in social life

Greed Is Good—Selling the American Dream

Advertising is such an integral part of our lives that being deluged with ads almost appears to be our human destiny. When we open a newspaper or magazine, we expect to find pages that proclaim the virtues of products and firms. We turn on the television and are assailed with commercials for ten minutes of every half hour. Some social analysts even claim that the purpose of television is to round up an audience to watch the commercials—that the programs are mere diversions from the medium’s real objective of selling products!

Advertising is so powerful that it can produce the desire to consume products for which we previously felt no need whatsoever. U.S. kitchens, filled with gadgets that slice and dice, attest to this power.

Advertising’s power to turn people into gluttons goes far beyond the purchase of unnecessary kitchen gadgets. Many Ameri​cans would not think of going out in public without first shampooing, rinsing, conditioning, and blow-drying their hair. Many feel the need to apply an underarm deodorant so powerful that it overcomes the body’s natural need to sweat. For many women, public appearance also demands the application of foundation, lipstick, eye shadow, mascara, rouge, powder, and perfume. For many men, after-shave lotion is essential. And only after covering the body with clothing that displays designer labels do Americans feel that they are presentable to the public.

Advertising influences not only what we put on our bodies, what we eat, and what we do for recreation, but also how we feel about ourselves. Our perceptions of whether we are too fat, too skinny, too hippy, or too buxom, whether our hair is too oily or too dry, our body too hairy, or our skin too rough are largely a consequence of advertising. As we weigh our self-image against the idealized images that bombard us in our daily fare of commercials, we conclude that we are lacking something. Advertising assures us that there is salvation—some new product that promises to deliver us from what we lack.

The approach is ingenious in its simplicity: Create discontent by presenting ideal images that are impossible to attain. And it works. We grow dissatisfied with ourselves. And we snatch the advertisers’ solution: We strive to consume more of the never-ending products that the corporations offer us—those they have decided we need.

The American Dream . . . built on greed, discontent, enticing images, and the promise of redemption. Of course, dreams often juxtapose incompatible realities.

world economic systems  Throughout most of the twentieth century, capitalism and communism were pitted against one another in a deadly struggle. Each thought of itself as the correct economic form, and each viewed the other as an evil to be eradicated. In support of this view of ​essential goodness and evil, ​proponents of each system launched global propaganda campaigns. Shown here is an example from the ​socialist campaign, a 1930 painting of Vladimir Lenin, leader of the workers’ revolution.
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Cultural Dive‑rsity around the World

No Cash? No Problem! Barter in the Former Soviet Union

About 50 miles from the town of Bila Tserkva, you’ll see a few tires piled alongside the highway. By the time you get to Bila Tserkva, the stacks of black tires have grown thicker and higher until they seem to line both sides of the road like thick rubber walls (Brzezinski 1997).

Welcome to Russia’s transition to capitalism. This is payday at the tire plant in Bila Tserkva. With cash in short supply, workers are paid in tires. In other towns, workers get paid in airplanes, televisions, clothing, even tombstones, sex toys, and toilet bowls. Some laid-off workers get their unemployment benefits in manure (Paddock 1998; Schmemann 1998; Powell 1999). In Volgograd, workers are paid in brassieres. So many brassieres will get you into the latest Will Smith movie—or buy you a hat, a pair of shoes, an ice cream cone. . . . 

In the cash-strapped former Soviet Union, it’s not just individuals who use goods instead of cash. In Smolensk, the cannery pays its taxes in canned beef. It uses canned meat to pay for the cows and pigs it slaughters, the aluminum to make the cans, the equipment to can the meat, the electricity to run the equipment, and the cardboard boxes used for shipping the cans (Paddock 1998). Even the federal government uses barter. In exchange for the oil it ships to other countries, the Russian government collects grain and other goods (Dempsey 2005).

Barter chains have developed. Ukraine’s electric utility company receives payment in goods ranging from military uniforms to steel tubing. The company passes the steel tubing on to the Russian company that supplies it with electricity, which, in turn, uses the tubing in its pipelines. The uniforms? It gives these to Russia’s Ministry of Defense in lieu of taxes.

When city workers in Tatarstan arrived at city hall, they found 600 new trucks parked on the front lawn. The trucks were payment on the local truck maker’s tax bill. The workers were lucky—they might have been greeted with piles of tires or brassieres.

Russia: Adjusting to the new capitalism

the functionalist perspective on the globalization of capitalism  In their march toward globalization, multinational companies locate their corporate headquarters in one country, manufacture their components in another country, assemble them in still another, and sell the finished product throughout the world. Shown here is the Zhongmei Toy Factory in Foshan City, China, the main manufacturer of Ken and Barbie dolls.
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Cultural Dive‑rsity around the World

Doing Business in the Global Village

The globalization of capitalism means that businesspeople face cultural hurdles as they sell products in other cultures. At times, even experienced firms fail to break through cultural barriers. Ford, for example, was successful in marketing an automobile, the Pinto, in the United States. When Ford tried to export that success to Brazil, Brazilians snickered. It turns out that pinto is Portuguese slang for “little penis.” Ford changed the car’s name to Corcel, “the horse” (Archbold and Harmon 2001).

Spanish-speaking Americans and Mexico’s growing middle class are a large market. In trying to reach it, some companies have stumbled over their Spanish. Parker Pen was using a slogan “It won’t leak in your pocket and embarrass you.” The translation, however, came out as “It won’t leak in your pocket and make you pregnant.” Frank Perdue’s cute chicken slogan “It takes a strong man to make a tender chicken” didn’t fare any better. It came out as “It takes an aroused man to make a chicken affectionate.” And when American Airlines launched a “Fly in Leather” campaign to promote its leather seats in first class, the Mexican campaign stumbled just a bit. “Fly in Leather” (vuela en cuero), while literally correct, came out as “Fly Naked.” I suppose that slogan did appeal to some.

Some businesspeople have managed to avoid such problems. They have seized profit opportunities in cultural differences. For example, Japanese women are embarrassed by the sounds they make in public toilets. To drown out the offensive sounds, they flush the toilet an average of 2.7 times a visit (Iori 1988). This wastes a lot of water, of course. Seeing this cultural trait as an opportunity, a U.S. entrepreneur developed a ​battery-powered device that is mounted in the toilet stall. When a woman activates the device, it emits a 25-second flushing sound. A toilet-sound duplicator may be useless in our culture, but the Japanese have bought thousands of them.

Let’s suppose that you decide to publish a magazine in Japan. Your market research shows that a magazine about sports heroes would be popular. It wouldn’t surprise you to learn that your readers expect you to present details about their idols’ vital statistics and hobbies. But you would miss something essential if you didn’t learn that the Japanese also expect to read about their ​heroes’ blood type. They view it as a sort of zodiac birth sign (Ono 1993). And you might learn that Japanese mothers save their baby’s umbilical cord in a wooden box. If you could get hold of a sports hero’s umbilical cord, you could make a small fortune.

If you opened a golf course in Japan, you would need to understand why golfers there fear shooting a hole-in-one. This obligates them to buy expensive gifts for their fellow players, throw a drinking party, and plant a commemorative tree to mark their “joy.” Entrepreneurs have seized this cultural opportunity, too. To ward off such a catastrophe, they sell policies that for $100 provide $5,000 hole-in-one insurance (Hardy 1993).

the functionalist perspective on the globalization of capitalism  In their search for profits, companies seek markets wherever they can find them. Mattel’s stunning success with Barbie, bringing in over a billion dollars a year, spawned numerous imitators. The Bratz dolls, ​hipper and cooler than Barbie, with such names as Cloe, Jade, Sasha, and Yasmin, proved such a success that Mattel came out with its own “street smart” Flava dolls. These two lines of dolls reflect fundamental changes in U.S. culture. What changes do you think that they reflect?
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Table 14.2

 The World’s Largest Corporations

Rank

 1

 2

 3

 4

 5

 6

 7

 8

 9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Company

General Electric

Microsoft

Exxon Mobil

Pfizer

Wal-Mart Stores

Citigroup

BP

American International Group

Intel

Royal Dutch/Shell Group

Bank of America

Johnson & Johnson

HSBC Holdings

Vodafone Group

Cisco Systems

IBM

Procter & Gamble

Berkshire Hathaway

Toyota Motor

Coca-Cola

Novartis

GlaxoSmithKline

Total

Merck

Nestlé

Country

U.S.

U.S.

U.S.

U.S.

U.S.

U.S.

Britain

U.S.

U.S.

Holland

U.S.

U.S.

Britain

Britain

U.S.

U.S.

U.S.

U.S.

Japan

U.S.

Switzerland

Britain

France

U.S.

Switzerland

Market Value (in billions)

328

284

284

270

241

239

193

191

185

175

170

165

163

159

152

151

139

137

131

126

125

124

123

106

105

Source: “Global 1000 . . . ” 2004.
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Figure 14.2

 The Globalization of Capitalism: U.S. Ownership in Other Countries

Source: By the author. Based on Statistical Abstract 2005:Table 1288.

Figure 14.3

 The Globalization of Capitalism: Foreign Ownership of U.S. Business

Businesses in which at least 10 percent of the voting interest is controlled by a non-U.S. owner.

Source: By the author. Based on Statistical Abstract 2005:Table 1285.

the conflict perspective on the globalization of capitalism  Figure 14.4

 The Revolutionary Change in the U.S. Work Force

Note: From 1900 to 1940, “workers” refers to people age 14 and over; from 1970 to people age 16 and over. Broken lines are the author’s projections.

The totals shown here are broadly accurate only, as there is disagreement on how to classify some jobs. Agriculture, for example, includes forestry, fishing, and hunting.

Source: By the author. Based on Statistical Abstract, various years, and 2005:Tables 597, 1354.
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Figure 14.5

 What Percentage of Women Are in the Labor Force?

Note: Female labor force participation rates are derived by dividing the female labor force of all ages by the female popu​lation ages 15–64.

Source: By the author. Based on Statistical Abstract 2005:Table 1352.

work in u.s. society  Figure 14.6

 Percentage of Women in the U.S. Labor Force

Note: Earlier years in Part A have been adjusted to match how the source changed computations for later years. Broken lines indicate the author’s projections.

Source: By the author. Based on Statistical Abstract 1989:Tables 638, 639, 640; 1990:Tables 625, 627, 637; 2001:Table 578; 2005:Tables 570, 573, 577, 578, 580.
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Down-to-Earth Sociology

Women in Business: Maneuvering the Male Culture

I work for a large insurance company. Of its twenty-five hundred employees, about 75 ​percent are women. Only 5 percent of the upper management positions, however, are held by women.

I am one of the more fortunate women, for I hold a position in middle management. I am also a member of the twelve-member junior board of directors, of whom nine are men and three are women.

Recently one of the female members of the board suggested that the company become involved in Horizons for Tomorrow, a program designed to provide internships for disadvantaged youth. Two other women and I spent many days developing a proposal for our participation.

The problem was how to sell the proposal to the company president. From past experiences, we knew that if he saw it as a “woman’s project” it would be shelved into the second tier of “maybes.” He hates what he calls “aggressive bitches.”

We three decided, reluctantly, that the proposal had a chance only if it were presented by a man. We decided that Bill was the logical choice. We also knew that we had to “stroke” Bill if we were going to get his cooperation.

We first asked Bill if he would “show us how to present our proposal.” (It is ridiculous to have to play the role of the “less capable female,” but, unfortunately, the corporate culture sometimes dictates this strategy.) To clinch matters, we puffed up Bill even more by saying, “You’re the logical choice for the next chairmanship of the board.”

Bill, of course, came to our next planning session, where we “prepped” him on what to say.

At our meeting with the president, we had Bill give the basic presentation. We then backed him up, pro​viding the background and ​rationale for why the president should endorse the project. As we answered the president’s questions, we carefully deferred to Bill.

The president’s response? “An excellent proposal,” he concluded, “an appropriate project for our company.”

To be successful, we had to maneuver through the treacherous waters of the “hidden culture” (actually not so “hidden” to women who have been in the company for a while). The proposal was not sufficient on its merits, for the “who” behind a proposal is at least as significant as the proposal itself.

“We shouldn’t have to play these games,” Laura said, summarizing our feelings.

But we all know that we have no choice. To become labeled “pushy” is to commit “corporate suicide”—and we’re no fools.

Source: Written by an insurance executive in the author’s introductory ​sociology class who, out of fear of retaliation at work, has chosen to ​remain anonymous.

work in u.s. society  Figure 14.7

 Average Hourly Earnings of U.S. Workers in Current and Constant (1982) Dollars

Source: By the author. Based on Statistical Abstract 1992:Table 650; 1999:Table 698; 2005:Table 619.
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Figure 14.8

 Leisure and the Life Course: The “U” Curve of Leisure

Source: By the author.

work in u.s. society  As capitalism globalizes, it is not just the products but also the cultures of the dominant capitalist nations that are exported around the world. As the premier producer and exporter of images, Hollywood makes a global impact. Shown here in Beijing, China, is what has ​become a global icon.
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As conflict theorists stress, in order to keep labor costs low and profits high, capitalist economies use a reserve labor force that pits one worker against another. This poorly paid gold miner in South Africa, working under the debilitating conditions you see in this photo, is an expendable part of the profit system that drives the economic machinery called capitalism. If this worker protests his working conditions, he will be fired immediately, for waiting in the wings are thousands of unemployed workers eager to take his place. 

facing the future: implications of global capitalism  Figure 14.9

 The Inverted Income Pyramid: The Proportion of Income Received by Each Fifth of the U.S. Population

Source: By the author. Based on Statistical Abstract 2005:Table 672.

Summary and Review
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‑
Thinking Criticallyabout Chapter 14

Additional Resources

Companion Website www.ablongman.com/henslin8e

Content Select Research Database for Sociology, with suggested key terms and annotated references

Link to 2000 Census, with activities

Flashcards of key terms and concepts

Practice Tests

Weblinks

Interactive Maps

Where Can I Read More on This Topic?

Suggested readings for this chapter are listed at the back of this book.
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