astern
conomy
dition

FOUNDATIONS OF MODERN SOCIOLOGY SERIES

THE SOCI0LOGY
OF ECONOMIC LIFE

NEIL J. SMELSER




INDIAN INSTITUTE OF
ADVANCED STUDY
LIBRARY » SIMLA



Foundations of Modern Sociology Series
Alex Inkeles, Editor

Social Change, Wilbert E. Moore

The Sociology of Economic Life, Neil ]. Smelser

Modem Organizations, Amitai Etzioni

The Family, William |. Goode

;Vha: lé’»stfa()t::fl;O]OSY? A’;l:ntl:‘OduCtjondto the Discipline and Profession, Alex Inkeles
ocia ification: e Forms an i : ; :

Community Social Structure, Peter H F}‘ll:sc: ons of Inequality, Melvin M. Tumin

Theory and Method in the Social Sciences, Paul F. Lazarsfeld

The Sociology of Groups, Theodore M. Mills

Political Society, William Kornhauser

The Social System, Talcott Parsons

Deviance and Control, Albert K. Cohen



Foundations of Modem Sociology Series



the sociology

of economic life

Neil J. Smelser, University of California, Berkeley

Prentice-Hall of India (Private) Ltd.
New Delhi 1965



Paperback — Rs. 2.00
Clothbound—Rs. 3.95

THE SOCIOLOGY OF ECONOMIC LIFE by Neil J. Smelser

PRENTICE-HALL INTERNATIONAL, INC., Englewood Cliffs
PRENTICE-HALL OF INDIA (PRIVATE) LTD., New Delhi
PRENTICE-HALL INTERNATIONAL, INC., London
PRENTICE-HALL OF AUSTRALIA PTY. LTD., Sydney
PRENTICE-HALL OF CANADA LTD., Toronte
PRENTICE-HALL OF JAPAN, INC., Tokyo

Copyright 1963 by Prentice-Hall, Inc., Englewood Cliffs, N.J,, U.S.A. All
rights reserved. No part of this book may be reproduced in any form, by
mimeograph or any other means, without permission in writing from the
publishers. .

This Eastern Economy Edition is the only authorized, complete and
unabridged photo-offset reproduction of the latest American edition
specially published and priced for sale only in Burma, Cambodia, Ceylon,
Hong Kong, India, Indonesia, Laos, Malaysia, Okinawa, Pakistan,

Philippines, Singapore, South Korea, Sout T TtemA

ey e ////////////////ll/l/l///lll// //I/l ll /II/ )

This book has been published with the ‘assistance of the Joint Indian.
American Standard Works Programme.

Printed by G.D. Makhija at India Offset Press, Delhi, and published
by Prentice-Hall of India (Private) Ltd., New Delhi.

L e '." ~.'...- '
P IO
N (/; Ace. N 30%%7 \‘z‘)
:_\%' .. Date.. gL/\, \/ 5 \\ ‘




preface

As its title reveals, this volume stands between two
disciplines. My hope is that it may be a modest contribution to both. For econ-
omists, whose research often concerns the relations among economic vanabl‘es
alone, I hope the book will be a reminder of the importance of the social
setting in which economic life is embedded. For sociologists, whose resgarch
on economic behavior is valuable but very scattered, I hope it will provide a
coherent framework for assembling the results of this research. .

In preparing these pages, I have been guided by several obiectw;s._l have
attempted to give a faithful and accurate representation—within the limitations
of space—of the dominant traditions of thought and research in that borderl{ne
area between economics and sociology. I have attempted to be as comprehen;xve
as possible—again within the same limitations—in covering these mat;ngls.
And finally, [ have tried to attain clarity of exposition without oversimplifying
the necessarily complex ideas at hand.

I envision that this book, by.virtue of 1ts interdisciplinary character, may
prove useful in scveral different :kinds of courses: (1) For courses in sociology
that now go under the title of “Industrial Sociology.” The book provides a
base for studying économic lifc in socicties other than the industrial ones.
(2) For coursesin economic principlés and organization. The book 1s an in-
troduction to the social environment of economic behavior for the student of
economics. (3) For courses in general education, which are concerned with
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the relations among different traditions of knowledge. (4) For courses in ap-
plied subjects like business administration, which must view economic prac-
tices in their complex social setting.

In the early stages of preparing this book I carried on helpful conversa-
tions with Alfred H. Conrad of Harvard and with Frederick E. Balderston
and Harvey Leibenstein of the University of California, Berkeley—all econo-
mists—on recent developments in economics that have raised sociological ques-
tions. During the summer of 1962, when the writing was in its later stages,
Talcott Parsons of Harvard was visiting Berkeley; I benefited greatly from our
long conversations on the many issues that arose from his readings of the manu-
script. At every stage of my work the criticisms and suggestions of Alex Inkeles
of Harvard, general editor of the Foundations of Modern Sociology Series,
alerted me to new problems and ideas.

Marvin B. Scott of the University of California, Berkeley, who has
taught me much about expressing myself clearly, provided many substantive
and stylistic suggestions. The manuscript was processed efficiently, accurately,
and with good cheer by Mirs. Pauline Ward and by the staff of the Institute
of Industrial Relations, University of California, Berkeley.

Neil J. Smelser
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introduction

The Aim of This Book

To understand and predict any aspect of social
life, we cannot ignore economic matters. Take political conflict as an ex-
ample. A mining town in West Virginia is likely to face recurrent political
battles over working conditions, consumer debt, and public welfare. The
citizens of a suburban town outside Philadelphia are likely to be preoccupied
with school issues, transportation to the metropolis, and tax rates. In a
Florida tourist town political conflicts may focus on liquor-licensing, build-
ing permits; and the state of recreational facilities. In all three cases distinc-
tive types of political conflict may be traced in part to distinctive economic
differences.

Take friendship as another example. For aﬁy given industrial plant
it is possible to predict many of a man’s friendship choices fairly accurately
by knowing where he stands in the cconomic division of labor. We fre-
quently refer to “managenal cliques” and “workmen’s cliques” to indicate
that friendships form among those occupying similar positions in produc-
tive organizations.

In turn the non-economic aspects of social life affect the economic.
By knowing the political conditions of different societies, for instance, it is
possible to predict some of the economic activities that will occur in them.
American investors traditionally have chosen to invest abroad either in
politically stable areas (such as Canada or parts of Europe) or in areas over
which the United States exercises strong political influence (such as Latin



America ). By the same token, these investors shy away from less politically
stable parts ‘of the world, even though these areas may offer promising
economic opportunities. _ ) o ]

Even something so intimate as friendship may condition economic
processes. If workmen in a clique do not accept management’s goals of pro-
duction, they often try deliberately to slow their output. Moreover, they
use the lever of friendship and loyalty to enforce these restrictive practices
in their group. Members often “go along” with the group norms because
they wish to remain in good standing in the clique.

The social world, then, is made up of many aspects—economic, po-
litical, religious, familial, educational, and others—all of which.can be
defined independently of one another, but all of which influence one an-
other in practice. Corresponding to these aspects'are various branches of
the social sciences. Economics and political science, for instance, concen-
trate more or less exclusively on the range of problems that arise in the
economic and political areas, respectively. Sociology as a field covers a
number of social aspects, as indicated by its sub-branches—sociology of
religion, sociology of education, and so on. .

This book concerns the economic aspect of life, but it is not a book
on economics, as the term is generally employed. Rather, it is concerned
with the relations between the economic and non-economic aspects of social
life—how these aspects overlap, how they influence one another. We refer
to this subject as “economic sociology.”

Economic sociology has grown in shreds and patches. Its contributors
80 under many labels—economists, labor relations experts, industrial so-
ciologists, industrial psychologists, demographers, economic anthropologists,
and those who study in vaguely delimited areas known as the sociology of
work, the sociology of leisure, the sociology of occupations, the sociology of
formal organizations, and the sociology of economic development. Despite
its diversity of origins, the common feature of economic sociology remains
a preoccupation with the causal relations between the economic and non-
€conomic aspects of social life.

In our aim to pull together some gf these strands of thought and re-
search, we shall ask three kinds of question:

1. What do we need to know in the field of economic sociology?

at are the main issues in the field? _

2. What do we actually know? What are the major ﬁn.dmgs of eco-
nomic sociology? What confidence can we have in these findings?

3. What remains to be known? Do the findings of economic sociology
have any genuine bearing on what we need to know in the field? What are
the major “unknowns” i theory and empirical research?

The Program of This Book
We shall examine these questions from a number
of different angles:

1. From the standpoint of the history of thought. In part, the his-
tory of economic thought is a procession of major figures who have made
advances in disceming the workings of the economic system. In develop-
Ing their economic ideas, however, these thinkers have made certain
assertions about the non-economic aspects of life. Sometimes these asser-
tions play a significant role in their economic theories. In Chapter 1 we
shall examine some of the non-economic assumptions of Adam Smith,

2
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Karl Marx, John Maynard Keynes, and others. We shall also glance at the
history of sociological thought, represented by figures such as Emile Durk-
heim and Max Weber, who have inquired specifically into the relations
among the economic and non-economic features of society. Finally, to
locate the viable issues in modem economic sociology, we shall examine a
few recent trends in economics, sociology, and anthropology.

2. From a methodological standpoint. In Chapter 2 we shall inspect
economics and sociology as disciplines. We shall ask what kinds of scien-
tific problem are posed in each ficld, what kinds of concept are used in
each to attack these problems, and what kinds of explanation are gen-
erated in each. Then we shall be in a position to give a formal account of
the distinctive character of economic sociology, and to set it off from re-
lated lines of inquiry.

3. From a systemic standpoint. Having examined economic sociology
from the historical and methodological angles, we shall turn to the sub-
stance of the field in Chapter 3. Initially we shall consider the economy as
a sub-system of society; then we shall ask how it is related to other major
sub-systems—the cultural system (for example, values and ideologies), the
political system, the stratification system, and so on. As we proceed, many
of the findings of economic sociology will fall into place.

4. From the standpoint of economic processes. 1f we concern our-
selves only with major social sub-systems and their relations, we remain
at a very general level of discourse. To get a closer view of the impingement
of non-economic variables on economic variables (and vice versa), we shall
study the central economic processes in concrete detail in Chapter 4. We
shall begin with the production of goods and services, then tum to dis-
tribution and exchange, and finally look at consumption.

5. From the standpoint of economic and social change. It is one thing
to examine the findings of economic sociology with reference to production,
distribution, and consumption within a given economic and social struc-
ture. It is quite another to study the relations among economic and social
variables when the major structures in society are changing. We shall devote
Chapter 5 to the relations between economic and social change, emphasiz-
ing the problems of adjustment faced by the new nations of the world.

introduction
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in economic
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In the past two centuries many eminent thinkers
have sought to cope with the major issues of economic sociology. To focus
our attention on  different strands of intellectual development, we shall
consider the history of economic thought, then the history of sociological
thought, and finally some recent developments in several disciplines.

Sociological Aspects of Economic Life

as Revealed in Economic Thought' )
So rich is the history of economic thought, even

in the past 200 years, that a full coverage of its non-economic implications
would in jtse]f requi’re a volume. With only a few pages to devote to this
subject, we shal] simplify our task in three ways. First, we shall consider
only a few major persons and schools. Second, we shall ignore the major
g€conomic significance of thesc thinkers and concentrate on the sociological
by-ways of their thought. Third, among these sociological concerns, we
shall restrict ourselves mainly to one non-cconomic dimension—the po-
litical. ‘This restriction is not altogether unrealistic, for economics was
called “politica] economy” through much of the nineteenth century.



Mercantilism

The concept of mercantilism refers to a heteroge-
neous body of ideas that dominated European economic thought during
the seventeenth and eighteenth centuries. These ideas do not form a co-
herent economic theory, but a conglomeration of value judgments, policy
recommendations, and assertions about the nature of economic life. The
hetcrogeneity of mercantilism traces in part to the diversity of persons who
espoused it—philosophers, heads of state, legislators, merchants, and pam-
phleteers. From this bewildering array, we may extract a few central themes.

The first theme concerns the mercantilists’ view of wealth. The wealth
of a country was held to be equal to the amount of money possessed by
that country. Morcover, mercaptilists identified the possession of money
with the possession of the precious metals, gold, and silver. Since they con-
ceived the total stock of wealth in the world as being more or less stationary,
they felt that whatcver one country gained in wealth, another country lost.
(This view contrasts with the view held by modern economists that foreign
trade often benefits both countries, even though one may run a deficit for
a time?) Hence the mercantilists stressed the importance of either accumu-
lating precious metals outright or maintaining a balance of exports over
imports so that precious metals would flow into the home country.

The second theme concerns the mercantilists’ view of power and its
relation to wealth. One major way to increase national power, many felt,
was to increase national wealth. As O. H. Taylor writes,

In [the mercantilist epoch] . . ., the main over-all purpose of each
country’s government, in its efforts to stimulate and direct or guide the
country’s commerce and handicraft industries, was to foster growth of
national wealth mainly for the sake of national diplomatic and military
power and sccurity. The main concern of each nation’s policy was for
growth of th_e relfltx\'c \veq]th-and-power of the nation-state as such and as
compared with rival, foreign nation-states. . . .1

Mercantilists assumed that wealth worked in the service of power, and that
the objectives of increasing wealth and increasing power are in essential
harmony, indeed almost 111dnstmgt_1ishable from one another.

With respect to practical policy as well, mercantilists saw an intimate
association between power and wealth. The state is the locus of power.
To stimulate economic growth and the increase of wealth, the state should
use this power to regulate industry and trade. It should give political and
economic support—by establishing state monopolies, for instance—to in-
dustries that manufacture goods for export; it should restrict imports by
taxation or prohibition; it should colonize both to acquire supplies of gold
and silver and to secure raw materials to be worked up for export. By thus
increasing its wealth, the state was also increasing its power. _

From the standpoint of the status of economic and political variables,
then, the mercantilists had an undifferentiated theory. By increasing wealth
a state increases its power; morcover, it uses its power to increasc wealth.
If properly controlled, the economic system and the political system cannot
work at cross-purposes; they are compiementary aspects of one another.

1 A History of Economic Thought (New York: McGraw-Hill, 1960), p. 82.
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Adam Smith

Adam Smith (1723-1790) was the foremost critic
of the mercantilist doctrines. From the multi-sided polemic scattered
through his famous Wealth of Nations,? we may extract the following at-
tacks on and reformulations of the basic themes of mercantilism.

With respect to the nature of wealth, Smith forcefully rejected the
mercantilists’ emphasis on money or treasure. The wealth of a nation, he
argued, is to be found in the productive base of the nation, or its power to
produce “the necessaries, comforts and conveniences of life.” Money is a
medium of exchange that facilitates the allocation of these goods. The
level of production depends in tum on the economic division of productive
labor. The more highly specialized is labor, the more productive it is. The
level of specialization of labor depends in its turn on the size of the markets
fo‘r the products of labor and the availability of capital. If the market is
wide and the supply of capital is abundant, the economy can build and
maintain an advanced division of labor.

Because Smith’s theory of wealth diverged so radically from_that of
the mercantilists, he denied the importance of accumulating a trfsure of
pr_ecious metals. Rather, to increase wealth, it is necessary to work for the
W}dest possible markets for distributing products. This reasoning lies be-
!nnc} his argument for maximum international trade to be attained by free-
ing it from tariffs and other restrictions.

Smith also revised the mercantilists’ ideas regarding the relations be-
tween wealth and power. While not denying that a nation’s power depends
In part on its wealth, he attacked the notion that the best way to increase
national wealth is through specific political encouragement. Governments
§hou]d not establish monopolies, fix tariffs, or show favoritism to certain
industries. Rather they should allow the power to make economic decisions
to reside in the hands of the economic agents themselves. In terms of power,
the famous doctrine of laissez faire means that the state should not regulate,
but should give business and commercial agents the power to regulate them-
selves. Strictly speaking, then, laissez faire means a reallocation of power in
the social system, not simply an absence of power. ‘

_.Such a decentralization of power does not, however, solve all the
political problems of a system, What guarantees that individual economic
agents will not misuse their power and gain control of the market, fix prices,
and so on? Smith attempted to handle this problem by two devices:

1. He built into his theory an assumption that has become one of the
core elements of the classical ideal of the “perfectly competitive market”—
'ghe assumption that no individual firm has (or should have) the power to
3nﬂuence price or total output of an industry. In this kind of model, power
15 rpled out as a variable. No economic agent can at the same time be a
political agent. Smith realized that in practice businessmen and others
ia‘greed to pool their power in order to regulate prices and output; persons

in t}}e same trade seldom meet together,” he said, “but the conversation
ends in a conspiracy against the public.” But he felt these agreements were
unnatural and illegitimate. If the economy were completely free, business-

. 2 First published in 1776. An inexpensive modem edition is Ada ith, Inqui
xlr;t§>7t)he Nature and Causes of the Wealth of Nations (New York: ThemMsorgelzm’ Lﬂ;]rar;):
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men would devote their capital to the most productive enterprises, and
the shares of income would find their “natural” level in the market. The
economy would regulate itself. ‘ ' ‘ .

Srnith applied the same reasoning to international trade. He urged
that individual nations not make use of their power in creating monopolies
for exporters or erecting tariffs. Each country would produce that which
was relatively most profitable in terms of its resources, and through free
international trade an optimum allocation of goods would result.

2. He assumed that certain very general political constraints must
operate to prevent businessmen from pursuing their self-interest in a com-
pletely unbridled way. For instance, the state would provide a legal frame-
work to guarantee that sales and contracts would be-honored; the state
would not grant favors to special groups in the economy. Thus even under
laissez-faire assumptions, the state is not completely passive. It provides a
moral, legal, and institutional setting that encourages business in general
but not particular business enterprises.

Karl Marx

The thought of Karl Marx (1818-1884) is ex-
tremely complex, in part because he attempted to synthesize so many varied
lines of intellectual influence that converged on him—especially German
idealism, French socialism, and British economics. Hence we can give here
only the barest sketch of his view of economics and society, with special
reference to his assertions about political forces.

According to Marx, every society, whatever its stage of historical de-
velopment, rests on an economic foundation. Marx called this foundation
the “mode of production” of commodities. The mode of production in
turn has two components. The first is “the forces of production,” or the
physical and technological arrangement pf economic activity. The second
component of the mode of production is “the social relations of produc-
tion” or the indispensable human attachments that men must form with
one another in carrying on this economic activity. The mode of production
as a whole Marx called “the economic structure of society.”

But society is composed of more than its productive arrangements.
Resting on the economic structure is what Marx referred to as “superstruc-
ture” or that complex of legal, political, religious, aesthetic, and other
institutions.

The totality of [the] relations of production constitutes the economic
structure of society—the real foundation, on which legal and political
superstructures. . . . The mode of production . . . determines the gen-
eral character of the social, political, and spiritual processes of life.3

This dependency might work out in the following way: The most
fundamental set of social relations that emerge from the process of produc-
tion is a class structure, or the division of society into a powerful wealthy
class and a weak poor class. Under the capitalist mode of production—
Marx analyzed the capitalist system in greatest detail—the two classes are
the bourgeoisie and the proletarians. The bourgeoisie constitute the class
that owns the means of production, directs the productive process, and reaps

3 Karl Marx, Critique of Political Economy (New York: International Library,
1904), p. 11
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the profits from it; the proletarians are wage-workers who perform the actual
labor but who do not receive full rewards for their labor. Given these rela-
tions of production, we would expect the state, the church, the community—
in short, the superstructure—to operate in the service of the bourgeoisie and
help keep the workers subordinate. For instance, politicians and the armed,
forces would keep down worker discontent, and religious leaders would
feed ideologies to the masses to convince them either that they are not
oppressed or that they will be saved in a future life.

Let us now examine the relations between economic and political
forces in particular. Marx assumed that the capitalist has access to power
because of his position in the economic. system; he owns the means of pro-
duction, and he buys the laborers’ services. The worker, on the other hand,
has only his labor to sell, and only wages given in return. Because of his
superior position, the capitalist is able to exploit the worker by lengthening
the work day, forcing his wife and children to work, speeding up the
machinery, and displacing the worker by installing more productive ma-
chinery. The capitalist’s power is buttressed, furthermore, by the existence
of political authorities who pass laws detrimental to the workers and put
down their attempts to protest through rioting, striking, and demonstrating.
Under such circumstances the political forces in society work in the service
of the economic forces; or, we might say, the political sector stands in a
positive functional relation to the economic.

This, however, is not the whole story. Marx maintained that the posi-
tive functional relation is not an enduring one. In fact, cach type of eco-
nomic system contains what Marx called “the seeds of its own destruction.”

nder capitalism, for instance, the bourgeoisie, driven by competition and
other forces to maintain and increase their profits, gradually drive the
workers more and more into misery and desperation. These conditions are
exaggerated by the occurrence of increasingly severe economic depressions.
How do the workers respond? At first they react irrationally by rioting and
des,trf’)'ing machinery. After a time, however, they begin to become more
politically aware, they join unions, agitate for limitations on the length of
the working day, join cooperative societies, and so on. Finally, at the height
of their maturity, the workers forge a genuinely revolutionary party which
nises to destroy the entire capitalist svstem and usher in a socialist one.

“What does this process imply in terms of the relations between eco-
nomic and political forces in socicty? It means that as the workers become
more and more threatening, the political forces arc no longer working in
the service of the economic, In fact they threaten to destroy the economic
Svstem. The political forces now cease to be positively functional, and be-
come disfunctional. Indeed, it is through political revolution, not economic
action, that the workers accomplish the destruction of capitalism.

Marx, then, had a complex view of the relations between economic
and political forces. In the vital phases of the development of an economic
System, the political arrangements consolidate the economic arrangements;
in the degenerative phases the economic and political forces come into
conflict, and this conflict leads ultimately to the doom of the system. In
the Marxian system, no altcrnative solution is possible. At any given time,
then, the exact functional relations between the economic and political
forces depend on the stage of devclopment of the society in question.

historical developments in economic sociology



The Study of Imperfect Competition

In reviewing Adam Smith’s assumptions about
power, we noted that he established the beginnings of the model of the
perfectly competitive market—the market in which no individual firm has
the power to control price or output. Under such  market conditions, those
firms that price too high, produce too much, or operate inefficiently are
forced either to come into line with the existing conditions of production
or go out of business. This model has occupied a prominent place in the
history of economic thought. By the early twenticth century, theory based
on these assumptions had reached a high point of development.

Clearly, however, not all actual market conditions approximate the
model of perfect competition. For one reason or another, a few agents
may rise to a position of power and influence conditions of output or price.
If one or two sellers control all the supply of a given product—sulfur, for
instance—they can call the tune because buyers cannot turn to altemative
sources. If the product—again, sulfur might be an example—has no sub-
stitutes, the sellers possess an advantage, again because buyers have limited
alternatives. Finally, if a government establishes a public utility and sets
prices, this means an agent is interfering with the price and output that
would exist if competitive forces were allowed to work.

During the third and fourth decades of the twentieth century, econo-
mists began to be increasingly aware of such deviations from the perfectly
competitive market. The vear 1933 is a landmark in the growth of interest
in this subject, since two pioneering theoretical works—one by Joan Robin-
son and the other by Edward Chamberlain—appeared in this vear.* Their
work stimulated a number of other theoretical developments and many
empirical studies of imperfect competition. This interest in imperfection
also fed into a long-standing public concern with anti-trust policy.

Most economists who deal with patterns of imperfect competition
study the influence of these market conditions on price and output. Econo-
mists are also concerned about resources wasted because of the inefficiency
of productive enterprise under imperfect competition. From the perspective
of economic sociology, however, it is important to note that theorists of
imperfect comeptition are making new assumptions about the operation of
political forces in the economy. Under perfect competition no firm has
power. Under imperfect competition, by contrast, firms and other agents
behave on certain occasions as political agents, sometimes even at the cost
of economic gain. Consider the following examples: First, the very desire
of a firm to control prices implies an interest in using political means to
make the firm’s market condition more comfortable. Second, firms some-
times set prices not directly on the basis of their own conditions of cost,
but on the basis of political agreements with other firms. Third, firms some-
times behave.uneconomically in the short run by cutting prices to expel
competitors from the market so that they may enjoy a more satisfactory
economic and political position in the long run. Fourth, firms sometimes
set prices at a given level because the government has put pressure on
them. Finally, firms sometimes refuse to combine because they fear po-

4 Joan Robinson, The Economics of Imperfect Competition (London: Macmillan,
1933); Edward H. Chamberlain, The Theory of Monopolistic Competition (Cambridge:
Harvard University Press, 1933).

9

historical developments in economic sociology



10

litical and legal action on the part of a government interested in trust-
busting. Analysis of all these examples associated with imperfect competi-
tion evidently requires definite assumptions about the nature of power rela-
tions in the economy; in fact the study of imperfect competition marks a
formal wedding between economic and political analysis.

John Maynard Keynes

In considering the work of John Maynard Keynes
(1883-1946) we shall stick to our political theme by sketching Keynes’
ideas on the role of govemment in stabilizing the economy. Before doing

so, however, we shall mention a few more general features of his work.
_Keynes' work can be understood as an attempt to challenge and
modify two features of classical economics. The first feature—and here
Keynes modified more than challenged—concerned the conceptual level of
€conomic analysis. In the classical tradition that had reached an apex in the
work of Alfred Marshall (1842-1924), the focus of economics had been on
the conditions of output and price for the individual firm. The condition
of the €conomy as a whole—or as economists would say, the behavior of
dggregates—was less problematical. Keynes insisted that aggregate economic
conditions constituted an important focus for analysis. The second feature
of c]assjcal economics that Keynes challenged was a long tradition begin-
nmg with the eighteenth-century writer, J. B. Say, and extending through
the work of A. C. Pigou (1877-1959). Writers in this tradition assumed
that in self-regulating economies tesources are more or less fully and stably
¢mployed. Certain automatic adjustment mechanisms guarantee that
Ch,‘mges In the leve] of capital and population will be absorbed smoothly,
aside from minor periods of adjustment. Keynes maintained that in capi-
talist economies serious imbalances can develop and that long periods of

unemployment and depression might be expected.

econ Keynes inade his case by assembling a number of economic and non-
of i Omic variables. At the outset he maintained that an economy’s level
o Income and employment can be viewed in two ways. First, from the
andpoint of retumns to individuals, a society’s income 1s made up of that
g?er tion of returns that people spend for consumption plus that portion that
coni, Put aside as savings. Second, from the standpoint of production, in-
di 1€ 1S made up of those goods destined for direct consumption by in-
lVlduq]s and those goods destined to be used in investment—that is, in
Pl'oducu?g other goods and services. Looking at income in this double way,
We obtain the following equation: Consumption + Savings = Consump-
tion 4 Investment, - .
HaVi“g set up these definitions, Keynes made various assumptions
3b<?ut cach of the ingredients—consumption, savings, and investment.?
ith Iegard to consumption and savings, Keynes maintained that con-
Sumers tastes are fairly stable, and that in general consumers arc not
mitiators in the econo;ny. In addition, he assumed, as a “fundamental
5 s}'?hOIOglpa] law,” that as a consumer’s income rises he tends to lay aside
1! Increasing Proportion of his total income as savings. In the aggregate.

> The original statement of the Keynesian sy i i K General

ynesian system is found in J. M. Keyncs, Genera

;,cheo? of E’"Plo)’me"t, Interest, and Money (New York: Harcourt, Brace, 1936). A

Y ryk.cear secondary treatment is found in Alvin H. Hansen, A Guide to Keynes (New
ork: McGraw-Hii, 1953).
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this means that a growth in the society’s income is not accompanied by an
equally great relative increase in consumption.

With regard to investment, Keynes also made a number of non-economic
assumptions. Investment itself, he maintained, is a function of the rate of
interest and the “marginal efficiency of capital.” The latter term reflects
businessmen’s attitudes—in particular, an estimate they make conceming
the profits to be expected from new investment. And in attempting to
characterize these businessmen’s attitudes, Keynes assumed simply that
businessmen would predict that future returns would be approximately
the same as present retumns. The rate of interest is a function of the total
stock of money (fixed by the monetary authority), and what Keynes called
“liquidity preference.” The latter term reflects certain attitudes of specula-
tors, determining how they prefer to hold assets—as cash or securities.

Having set up these relations, Keynes then showed that under certain
conditions the economy will experience unemployment, inflation, and vari
ous other instabilitics."Notice that his rcasoning rests on certain non-
economic as well as economic assumptions. As Hansen summarizes it:

Back of the consumption schedules is the psychological propensity to
consume; back of the marginal efficiency schedule is the psycholagical ex-
pectation of future yiclds from capital assets; and back of the liquidity
schedule is the psychological attitude to liquidity (expectations with. re-
spect to future interest rates). In addition to these . . . variables, rooted
in behavior patterns and expectations, there is the quantity of money
determined by the action of the Central Bank—an institutional behavior
pattern.S

_ Finally, what sort of place did Keynes give the political dimension in
his picture? His concern with political affairs appears primarily in his dis-
cussion of public policy. It is possible, Keynes and his followers argue, for
the government to influence the level of national income and employment
by manipulating its ingredients—consumption, savings, investment—and
their determinants. Thus, in the role of monetary policy, the govemnment
mapipu]ates the interest rate and the stock of money, influencing those
variables that impinge on the marginal efficiency of capital and investment.
By fiscal policy the government itself spends and invests, influencing both
total consumption and investment. The major way in which the govern-
ment does this is to build highways, public works, armaments, and so on.
A related set of policies affects the distribution of income—taxation, wel-
fare measures, subsidies, and the like. If such redistributional policies make
for a more equal distribution of income (as graduated tax schedules would),
this would increase consumption, because of the Keynesian principle that
those with less absolute income will spend larger proportions of: it.

Such governmental practices show that in the Keynesian system, as in
many of the other bodies of cconomic thought we have examined, the
strictly economic aspects of the system (income, price, consumption, in-
vestment) are intricately tied to political variables (taxation policy, defense
policy, welfare policy, and so on). We cannot, in fact, especially in these
days of big govemnment, understand the workings of the economy without
simultaneously knowing a great deal about public policy.

6 0p. cit., p. 166.
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Conclusion

For the economic thinkers just examined, we may

observe a kind of back-and-forth movement with respect to the relations
between the economic and political dimensions. For the mercantilists the
purposes of the economy and the polity are nearly indistinguishable; an
Increase of wealth means an increase of power, and power is to be used
dll‘?Cﬂy to increase wealth. Smith scrapped this notion of an undiffer-
entiated economy and polity. The state and the economy, he argued, not
only have different purposes but also should pursue thesc purposes as
mdependent]y from one another as possible. For the economy, at least, its
Mmaximum growth will occur under conditions of free competition un-
fettered by political intervention.
] Marx, while incorporating manv features of classical economic thought
into his own theory, revised the classical notions on the relations between
the economic and political dimensions. In the sense that he saw the
purposes of the economy and the polity as intimately associated, he looked
back toward the mercantilists. He diffcred from them, however, insofar
as he saw the polity as subordinated to cconomic considerations; further-
more, the role of the state was limited to buttressing the class relations
that arose from the conditions of production. Kevnes, again, saw more
autonomy than Marx in the relations between polity and economy. For
him the political authority can influence the condition of the economy.
But he saw this influence dperating not so much through the direct exercise
of power as in the political manipulation of key economic variables and the
unfolding of the economic consequences of these manipulations.

Sociological Aspects of Economic Life
as Revealed in Sociological Thought
. In considering the historical development of
sociology, we again have to select only a few figures from a vast and com-
P !lCateq interplay of schools of social thought. In addition, we select a
dimension that js political in part—the dimension concerning the integra-
tion of économic activities. Any division of labor—which leads people to
Pursue diverse and possibly cénﬂicting lines of economic activity—may
generate conditions of social strain. What social arrangements are geared
to estal?lishing peaceful, cooperative, and equitable interchange among
€conomic agents? How does societv attempt to control ecconomic conflict?
S°'¥‘?tlmes the performance of the integrative function resides with the
political authorities; at other times integration may be effected primarily
Y customs or codes that do not issue directly and immediately from the
Political authorities. In connection with the theme of integration we shall
€xamine the thought of threc men—Spencer, Durkheim, and Weber.

Herbert Spencer

and ear] - For a number of decadcs in the late nineteenth
the mo Y twentieth centuries, Herbert Spencer (1820-1903) was perhaps
at thatstt' influential figure in sociology. One reason for his great stature
traditio ime is t]!at his t]wught marked a confluence of two mtel]cctugl
anex | ns—evolution and clagsma] economics—both of which reached their
PExn the last half of the ninetcenth century.

rom the evolutionary tradition, Spcnlcer incorporated two funda-
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mental notions—the society as an organism, and progressive social develop-
ment. Spencer saw many similarities between the biological and social
organisms: Both are capable of growth; both increase in complexity of
structure as they grow in size; for both, this increasing complexity results
in the growth of highly specialized activities on the part of any given
structure; both display a close interdependence of parts; 7 for both, the life
of the whole organism is longer than the life of its parts. Although Spencer
himself stressed some differences between biological and social organisms,
and although organismic notions of societv have been roundly attacked
since Spencer’s time, this notion does at least have the virtue of depicting
society as a self-maintaining svstem of mutually interrelated parts (of which
cconomic activities are one set of parts).

Spencer viewed the process of social evolution as very similar to bio-
logical evolution. The social organism first undergoes an increase in integra-
tion; this may result from any number of causes but Spencer emphasized
expansion through warlike activities as a prime factor. A simple example
of increased integration would be the unification of two formerly separate
city-states into a single political entity. This increase in integration gives
rise to what Spencer calls a “dissipation of motion,” which results in the
growth of increasingly differentiated (specialized) social structures. The uni-
fication of the city-states, for instance, gives rise to more complex and
specialized political activities to govern the new entity. Evolution as such
proceeds as an alternation between the forces of integration and the forces
of differentiation; the result is a process of growth from societies that are
homogeneous in structure toward those that are heterogeneous (with mi-
nute specializations in all social functions).

To give more concrete historical meaning to this general evolutionary
scheme, Spencer viewed all evolution in terms of two types of society—the
“military” and the “industrial.” In the last analvsis the former is integrated
by force. The military chief is its political head; industrial activitiy is
subordinated to military needs; the individual is subjugated to the state.
The principle of integration of the military society is compulsory coopera-
tion; all integration (including the integration of economic activities)
stems from the actions of an undifferentiated politico-military authority.

The industrial society—toward which military societies evolve—con-
trasts with the militarv on all counts. Its political machinery is no longer
subordinated to the single military principle; differentiated democratic
structures, such -as parliaments and cabinets, arise. Industrial activity
flourishes, independent of direct political control; in the economy, too,
differentiated processes of production, exchange, and distribution develop.
The individual is freed from the domination of the state. The principle of
integration of industrial societies, then, is voluntary cooperation; men enter
into relations with one another freelv and contractually.

Spencer conceived the military and industrial types of society as
an abstract conceptual apparatus to account for the broad evolutionary
sweep of human history. He also saw the two types of society as opposed in
principle: “By as much as cooperation ceases to be compulsory, by so much
does it become voluntary; for if men act together they must do it either

7 In Chapter 5 we shall organize our discussion of economic development around

the twin concepts of differentiation and integration, though our meaning of these terms
will differ somewhat from Spencer’s.
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willingly or unwillingly.” 8 In the industrial society, the principle of inte-
gration is the principle of freedom; men interact by forming contractual
agreements. Political intervention should be minimized, for it upsets the vol-
untarily coordinated activities of free individuals. Thus in the end Spencer
viewed his industrial society much as Adam Smith did his competitive
economy. Power is so differentiated and dispersed—and free men are so
motivated—that integration is effected by balancing individual interests
in a vast system of voluntary interchanges. Active social integration in the
industrial society thus becomes unnecessary for Spencer, just as active
political regulation becomes unnecessary for Smith.

Emile Durkheim

Most of the insights of Emile Durkheim (1858-
1917) conceming economic integration are contained in his earlicst major
work, The Division of Labor in Society, published in 1893.2

Although Durkheim leveled a sharp attack at Spencer in The Division
of Labor, his thought resembles Spencer’s in certain respects. Durkheim
was primarily interested in the ways in which social life is integrated. To
conceptualize his position, he set up a dichotomy between two types of
society—the segmental and the differentiated. What are the characteristics
of these types, and how are they integrated? -

The segmental society is a homogeneous society. The social division
of labor is minimal, limited in the extreme case to that between the sexes
and among persens of different ages. Durkheim compared his segmental
society to the carthworm. It is composed of structurally-identical kinship
units, which resemble the worm’s rings; if some of these units are removed,
they can be replaced immediately by the production of new and identical
parts. In this way the segmental society differs from the complex society
with qualitatively different role specializations—removal of some of which
would leave the society without certain vital functions.?® Durkheim insisted
that the principle of ‘homogeneity in segmental societies is based on the
Principle of kinship; thercfore segmental societies arc not identical to
Spencer’s military societies. Nevertheless, military and segmental societies
do share the characteristic of structural homogeneity. )

How are segmental societies integrated? Durkheim described this by
the term “mechanical solidarity.” Any disruptive act is met by a passionate
and cruel reaction of vengeance by society against the oftending party.

is punishment reflects the collective values of the segmental society.

ese values, moreover, are more or less identical for all members; this
identity follows from the basic homogeneity of. segmental societies. The
most striking instance of mechanical solidarity is foqnd in repressive law
(e.g., laws against rape, kidnapping, and murder, even In complex .soc1.et.'|es).
Mechanical solidarity, then, consists of the subordination of the individual
to the undifferentiated collective conscience of the society. There are re-
semblances between Durkheim’s concept of mechanical solidarity and
Pencer’s concept of compulsory cooperation.

8 Herbert Spencer, The Principles of Sociology, Vol. 111 (London: Williams and
Norgate, 1897), p. 481. o

% The English cdition, translated by George Simpson, was published in 1933, The
most recent edition is that published by The Free Press, Glencoe, Hlinois, in 1949,

10 Sec the discussion of the differences between segmentation and differentiation
as types of social change, below, pp. 99-100.

historical developments in economic sociology



Durkheim’s view of the differentiated society also is similar to Spen-
cer's notion of the industria] society. Both possess highly specialized role
structures. Both €ncourage the emérgence of individual differences, freed
from the total dominatiop of homogeneous segmental societies. The
diﬁerenges between thejr concepts of complex societies—and the nub of
Durkheim’s attack—involye how these societies are integrated. )

Durkheim maintained that the only viable principle of integration
permitted in Spencer’s industrial society is the principle of contract or
free exchange. No independent integrative action, above and beyond
negative controls to Prevent persons from hurting one another, is necessary.
Durkheim doubted the possibility of stabilitv in such a society, which
would hang together op]y, on the basis of momentary contacts among
individuals. In contrast to Spencer, he maintained that powerful forms of
Integration operate in differentiated socicties. Durkheim found this type
of integration—which he termed “organic solidarity” —primarily in restitu-
tive laws, which contain ryles governing the conditions under which con-
tractual relations can be consigered valid. Other forms of organic solidarity
above and beyond the 1w are customs, trade conventions, and implicit
understandings among economic agents. Durkheim’s difference with Spen-
cer, then, is that he gave independent analytic significance to the problem
of integration in complex societies, '

Max Weber

) In assessing the relations among types of societies
and types of Integration, both Spencer and Durkheim relied on simplified
and abstract concepts—military society, segmental society, compulsory
cooperation, organic solidarity, ‘and so on. In the rich complexity of the
empirical world such concepts are never manifested in pure form; each
historical case is a Mmixture, showing relative dominance of one or more
characteristics. The valye in using such abstract constructs is to allow
us to depict relations dmong variables in a precise, analytic manner. )

Max Weber ( 1864-1920) refined this use of abstract concepts in his
comparative analysis of socig] structure. In particular, he developed and
used widely the notion of “ideal type.” By this term he referred to a “one-
sided accentuation .-, | by the synthesis of a great many diffuse, discrete,
more or less present and occasionélly absent concrete individual phenomena,
which are arranged [by the analyst] into a unified analytical construct. In
its conceptual purity, this mental construct cannot be found anywhere in
reality.” 11 The analyst yses such ideal constructs to unravel and explain a
variety of actual historica] situations. Weber mentioned explicitly two
kinds of ideal-type constructs—*“historically unique configurations,” such as
“rational bourgeois capitalism”; and statements concerning historical evolu-
tion, such as the Marxist laws of capitalist development.!?

One of Weber's enduring preoccupations was with the ‘conditions
under which industrial capitalism of the modern Westem type would arise
and flourish, Initially Weber was careful to distinguish industrial capitalism
from other forms, such as finance capitalism and colonial capitalism. The
former—sometimes called high capitalism or rational bourgeois capitalism
—refers to the systematic ang rational organization of production itself.

11 Max Weber, The Methodology of the Social Sciences (Glencoe, Ill.: The Free

Press, 1949), pp. 90, 93.
12 Ibid., pp. 93, 101-103.
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The ideal-typical features of this kind of capitalism, according to Gerth
and Mills’ summary of Weber, are as follows:

[The production establishment] is based on the organization of formally
free labor and the fixed plant. The owner of the plant operates at his own
risk and produces commodities for anonymous and competitive markets.
His operations are usually controlled rafionally by a constant balancing
of costs and returns. All elements, including his own entrepreneurial serv-
ices, are brought to book as items in the balance of his accounts.!3

Weber was dealing with a much more detailed historical phenomenon than
were Spencer and Durkheim, who spoke of whole classes of societies.
~ Having defined industrial capitalism, Weber sought to identify the
historical conditions which give rise to it and which are most permissive
for its continuing existence. One of his most famous arguments is that the
nse of ascetic Protestantism, especially Calvinism, established social and
psychological conditions conducive to this particular form of capitalism.
Another well-known argument is that bureaucracy provides the most ra-
tional form of social organization for perpetuating industrial capitalism. We
shall refer to both of these arguments later.* At present we shall remain
With the theme of integration. What institutional structures are most
Permissive for industrial capitalism but at the same time regulate it?
Weber found many of these structures in the political-legal complex.
Several property arrangehwnts, for instance, are particularly advantageous
for the existence of industrial capitalism: (a) Workers should not own
their jobs, a5 they did (or almost did) under certain guild systems. This
makes for sluggish labor turnover and for popular resistance to innovation,
Managcrs should not own their workers. Under conditions of slavery,
for instance, managers are forced to allow slaves to have families, and
th‘?," are unable to “lav off” slaves during slack seasons. From the stand-
Pomnt of capitaljst production, this is “irrational.” (c) Workers should not
OWn the means of production—tools, raw materials, and the like. This
Inhibits Managers’ ability to reallocate them as the occasion demands, and
their ability to dicipline the workers. All ownership of the means of pro-
duction should be in the hands of those who decide production matters,
apitalists should not own or control opportunities for profit in the
Market. Thjs introduces monopolistic rigidities into the exchange Sy.ste.m.lr.
at did Weber mean by these statements? Economists have long insisted
on the importance of the mobility of resources in a g:qpltallst economy,
eber was specifving some of the institutional conditions under whijch
maximum mobility is both permitted and regulated. ‘
eber also” stressed the political-legal regulation of money and
exchange. Above all, rational capitalism cannot flourish unlesg the political
authority guarantees the existence of a money supply with relatively
Stable valyes. As to the type of medium of exchange, Weber saw the
advantage of the institutionalization of a generalized meney currency (as
OPPosed to payments in kind, which are limited to specific transactions),

Y 3 H. H. Gerth and C. Wright Mills (trans. and eds.), From Max Weber (New
ork: Oxford University Press, 1958), pp. 67-68.
1 Below, pp. 41-42, 80.
15_For full development of these themes, cf. Weber, The Theory of Social and
Economic Organization (New York: Oxford University Press, 1947), pp. 228-278. See
also pp. 40_49 of the Introduction to this volume by Talcott Parsons.
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since currency allows for ex i arket and creation of credit.
Finally, Weber, like Dy .,]g‘:;;“;;'e;i;";;;“ importance of a legal frame-
work to guarantee the validity of contracts, and advocated a functioning
administrative and judicial system to enforce these legal regulations.

Weber never developed his economic sociology into a full theoretical
system. Rather he Temained at the Jevel of generating historical insights
about the pattem of institutiona] structures that surround important
historical phenomena, Even so, jt is possible to sec his distinctive contribu-
tion to economic sociology:, i]n]ikc traditional economists, Weber was
not interested in the regularities produced within the capitalist svstem
of production (such a4 the business cvcle), but in establishing the impor-
tant backgrqund institutiony] conditions under which the capitalist system
itself—and its nc-‘gll]?lfiﬁes~could come into historical being.

Sociological Aspects of

: Economic Life
as Revealed ip Anthrop

ological Thought .

he figures we have treated in this chapter ha\’e
8 cconomic activity in complicated civilizations
(though Spencer and Durkheim, with their evolutionarv emphasis, referred
to hpmogeneous.societies). In these civilizations we can observe structurally
dnstxpct economic formg (such as firms banks, and markets) and records
of distinct transactions (such as books of accounts, bank deposits, and price
payments). The separate study of economic activitics—and their relations
to other activities—is facilitateq in complex societies because these activi-
ties are highly visible, The anthropologist studving simple societies has no
such advantage. Any activipy he observes is likely to be indistinguishably
and S|mul.taneously econofm‘c, religious, political, and familial. This
creates serious problems for the analvticallv separate study of economic
life in these societies, O, 54 Raymond Firth has put the problem,

focused on explainiy

The principles of €conomics which are truly general or universal in
their application are few. Most of those which purport to be general have
been constructed primarily within the framework of ideas of an industrial,
capitalist svstem. Thig means a machine technology, a monetary medium
of e-‘fd"‘.“ge_' an claborate credit svstem using stocks and shares and bank-
Ing institutions, developed private enterprise, and a social structure of an
individualistic, Westerp kind. The anthropologist struggles with a diversity
of types. Many are Peasant systems, with money used for a limited range
of transactions, 3 simple téchno]ogv with hardly any machinery, and
methods of enterprise, Cooperation, credit, and income-getting very differ-
in a Westery economy. Some are truly primitive, with no
monetary medium at 3]] to facilitate the processes of exchange, distribu-
tion, and storage of wealth. The anthropologist’s problem, then, is onc of
applying or translating economic principles in novel contexts. He is even
deprived for the most part of the common means of measurement available
to his economist colleague. Without money there is no simple means of
reckoning prices. Even where money is used, its limited range inhibits
€asy measurement of the bulk of ecoromic relations.16

In the past 4_0 years a number of anthropological investigations have shown
that economic activities in simple societies are embedded in and guided by

16 Raymond Firth, Elements of Social Organization (London: Watts, 1951), pp.
122-123.
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principles of chieftainship, clanship, and kinship. These studies have con-
centrated mainly on production and exchange. Let us mention a few.

In 1922 Bronislaw Malinowski (1884-1942) published a pathbreak-
ing study of economic activity among the native tribes of the Melanesian
New Guinea archipelagoes.!” In both production and exchange Malinowski
saw kinship and chieftainship as critical in inducing individuals to under-
take specific kinds of economic activity. In the production of a canoe, for
instance, he discovered a distinctive division of labor among chief, experts,
and helpers. But these individuals do not donate labor for specific and
Proportional wage pavments; rather the aim of economic activity is ‘pro-
viding the chief or head man with the title of ownership of a canoe, and
his whole community with its use.” '8 In other spheres of production,

Communal labour is . . . based upon the duties of . . . relatives-in-
law. That is, a man’s relatives-in-law have to assist him, whenever he needs
their co-operation. In the case of a chief, there is an assistance on a grand
scale, and whole villages will turn out. In the case of a commoner, only a
few people will help. There is alwavs a distribution of food after tl_1c‘work
has been done, but this can hardly be considered as payment. for it is nct
Proportional to the work each individual does.!?

On .tl‘lc basis of these observations, Malinowski launched an attack on
traditional Western views of economic motivation. .

Malinowski also stressed the integrative significance of magic for
€conomic activities. The construction of a canoe, again, is accompamcd
at every stage by magical rituals. Malinowski interpreted this magic as
kind of supplementary force to well-exercised craftsmanship, supplying “the
PS_VChological influence, which keeps people confident about the success
of theif labour, and provides them with a sort of natural leader.” 2

'11}e impingement of non-economic variables appears cven more
clearly_m the realm of exchange. Malinowski identified forms such as the
pure gift, which usually involves presents (without expectation of rcturn)

etween husband and wife, and between parents and children. Even
forms of exchange that involve payment for services rendered are strictly
regu]ategl by custom. In still other cases material goods are traded for non-
€conomic items such g privileges and titles.?* As Malinowski repeatedly
pointed out, conventional supply and demand theory cannot account for
such patterns of exchange. ’

A few years after the appearance of Malinowski’s monograph, Marcel
Mauss ( 1872—1950), Durkheim’s student and collaborator, produced a
small volume entitled The Gift, in which he surveyed a vast anthropologi-
cal literature on ceremonial cxcimnge patterns.2? In such exchanges Mauss
obsewed bi"ding obligations—on the giver to give, on the receiver to re-
Celve, and on the receiver to reciprocate (though the timing and_exact
amount of the retym gift is open to much variation). Mauss, like Ma]mow-
ski, found it impossible to interpret these traditicnal exchanges in purely

1922, 17 Bronislaw Malinowski, Argonauts of the Western Pacific (London: Routledge,
18 Ibid,, p. 158.

19 1bid., p. 160.

201bid., p. 116. For another monograph on the rclations between magic and

work, cf. Bronislaw Malinowski, Coral Gardens and Their Magic (London: Allen &
Unwin, 1935).

21 Argonauts of the Western Pacific, pp. 177-186.
22 Marcel Mauss, The Gift (Glencoe, I11.: The Free Press, 1954).
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utilitarian or economic terms. Rather he emphasized the gift as a symbolic
binding-together of a kinship unit or tribe.?3 Moreover, Mauss stressed the
“total” character of these primitive phenomena:

These phenomena are at once legal, economic, religious, aesthetic . . |
and so on. They are legal in that they concern individual and collective
rights, organized and diffusc morality. . . . They are at once political and
domestic, being of interest both to classes and to clans and families, They
are religious; they concern true religion, animism, magic; and diffuse
religious mentality. They are cconomic, for the notions of value, utility,
interest, luxury, wealth, acquisition, accumulation, consumption and
liberal and sumptuous expenditure are all present. . . . Moreover, these
institutions have an important aesthetic side. . . . Nothing in our opin-

jon is more urgent or promising than research into “total” social phe-
nomena,*

The work of Firth also deserves mention, largely because it represents
a more profound effort to synthesize anthropological research and economic
theory. Malinowski, whose attitude toward technical economics was more
negatively critical, fell short of this synthesis. In his monographs on the
Maori of New Zealand and the Tikopia,*® Firth organized his discussion
around traditional economic categories of division of labor, income, capital,
distribution and rational calculation; but he also showed how these activi-
ties were conditioned by the dynamics of chieftainship, kinship, magic, and
prestige systems. In a more recent work on the economic structure of the
Malay fishing industry,?® Firth demonstrates how certain spheres of eco-
nomic activity, especially marketing and credit, lend themselves to techni-
cal economic analysis, whereas other spheres, such as production and labor
supply, are strongly influenced by familial, religious, and other non-eco-
nomic variables.

Such anthropological researches suggest that the analysis of-economic
activity in undifferentiated and semi-differentiated societies requires a
species of theory different from the highly developed technical economics
suited to complex Western societies. In Chapter 4 we shall put forth
some suggestions for the comparative analysis of such societies.

A Few Recent Trends
in Economics and Sociology

Historically, economists. sociologists, and anthro-
pologists have made various assumptions and assertions about the subject-
matter of their neighboring fields. These assumptions and assertions, more-
over, determine in part how they formulate generalizations and theories in
their own fields. To conclude this chapter, we shall identify a few modemn

developments in economics and sociology that show at least an indirect
concern with the overlap between the two fields.

Economics

) 1. Welfare economics. The life sciences (biology,
bacteriology, and so on) concem the functioning of the organism, not as it

23 Ibid., pp. 70-71.

24 [bid., pp. 76-78.

25 Raymond Firth, Economics of the New Zealand Maori, rev. ed. (Wellington,
New Zcaland: Owen, 1959); Primitive Polynesian Economy (London: Routledge, 1939).

26 Mdlay Fishermen: Their Peasant Economy (London: Kegan Paul, Trench,
Trubner, 1946).
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“ought to be” but as it “is.” Medicine, on the other hand, 1shconcer1::3ingl]tJh
the “ought” of preserving and improving the health of the organi y
. . i iences. Similarly, economics can
applying the laws generated by the life scien on. distribution
be considered as the “value-free” study of t!fe production, iés"—which,
and exchange of scarce goods and services. But “welfare e(:onomthe N
has been a subject of some interest in recent decadcs_—'conclzarn‘ielfarel:)l?f e
tion of economic principles at the policy level to optimize the welf ts should
individual and the communitv. Presumably, then, welfare eCtO"?n]“S
advise on tax policy, and so on, on the basis of economic P”(‘;,C'P t‘isl‘ into the
In principle this program for welfare economics leads lrt(}f }\*m'ablcs
complex interaction of economic, political, religious, and other h:)\ve\'&
that appears in connection with practical social policy. In Pm(‘t"ccv intor.
welfare economists have not raised such issues. Many have taken ar; .
est only in the effects on an individual's welfare that result from.clmn'gtt‘is
in his economic environment alone.2? Many havq b_eeﬂ preoccup 10(63\;1";
potentially relevant sociological questions: How is it POS?'}?C]]C tlo I;:]tisfac.
économic welfare? How is jt possible to compare onc indivi ;‘f‘ s from in-
tion with that of another? By what principle can we gencralize e
dividual welfare states to the welfare of the <:0mITll".“t.""7 T B."t W f hu-
cconomists have seldom launched svstematic empirical investigations ot hu

. . o ider, for
Man preferences. Their policy principles are often rarefied. Consider,
Instance, Pareto:

Alternative [economic state] A has a higher group welfare tha]lll (z)lf]:fte;r:]a(']
tive B if and only jf every member of the group is at lcast.as wel i
if at least one person is better off, in A than in B. The opposite is

aving a higher group welfare than A.20

Such a Principle, while it may be logically consistent, still rests far from
What we normally consider to be practical policy questions. )
. Organiz!tional decision-xﬁaking thlz:ory. As we shall see in C};:;)Potz;
4, the neo-classical theory of the firm rests on several assumptions its
goals, power, and knowledge. For analyzing a firm at any given tmu?ill
goals are assumed to pe given and unchanging. The firm, moreover, nei 32;
controls its externa) environment (other firms, consumers) nor cxp};:rl::n is
Internal politica] problems (such as conflict). Finally, classical the sg’b]e
based on the assumption that the firm has full knowledge of its po
lines of behavior, ang full knowledge of the consequences of each. d
_In any empirical situation these assumptions frequently break (;WI;(-
usinessmen in firmg change their goals, they exercise power, apd they acd
knowledge. The theory of imperfect competition, as we saw, incorporate
ormally into economie theory those situations in which the firm controls
output and prices. Modem Organizational decision-making theorists have re-
laxed many of the remaining classical assumptions. They have identified
Situations in whjch firms (and other organizations) search for new informa-
tion, change thej; 8oals, and experience internal conflict. Furthermore,

ety assum tion . See Jerome
Rothenberg, The MP 10n 1s central to the welfare theory of Abram Bergson ]

easu t i i .].: Prentice-Hall,
1961). pp ot Tement of Social Welfare (Englewood Cliffs, N. ].: Pren

28 For a Summary of the literatyre in modern welfare cconomics on these issues,
cf. Kenneth E. Boulding, “Welfape Economics,” in Bernard F. Haley (ed.), A Survey of
Contemporary Economucs (Homewood, 1Il.: Irwin, 1952 ). pp. 5-12.

20 Wording from Rothenbcrg, op.cit., p. 62.
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these theorists have brought a powerful new technique—computer simula-
tion—to bear on the understanding and prediction of a firm’s behavior.3

3. Game theory. In another way, the mathematical theory of games
also modifies classical economic assumptions regarding goals, power, and
knowledge. The game theorist sees two or more persons in interaction, each
wishing to maximize gains or minimize losses. Furthermore, neither actor
can fully predict the way in which the other is going to behave, nor is he
able to control the other’s behavior.

Using such assumptions, game theorists have created complicated
models of behavior based on different strategies, different conditions of
winning and losing, different conditions of competition and cooperation,
and so on. The application of game theorv to economics has been most
noticeable in the fields of imperfect competition and labor relations.®!

4. Economists have also turned to non-economic variables in labor
economics, the economics of consumption, and the economics of growth.
We shall mention these developments at various points in the later chapters.

Sociology

1. Industrial sociology. In the mid-1920’s a num-
ber of experiments on productivity were conducted at the Hawthome
Works of the Western Electric Company in Chicago. Initially these ex-
periments concerned the effects of lighting, rest periods, and so on, on work
performance. During the course of the experiments, however, it became
apparent to the investigators that these “physical” factors were not nearly
so important in fostering high morale and productivity as various “human
factors”—such as receiving status and being allowed to express grievances to
a patient and responsive authority.3?

Soon a “school” of thouéht developed—associated originally with
Elton Mayo, T. North Whitehead, and Fritz J. Roethlisberger at Har-
vard. Known as the “human relations” approach because of its emphasis,
this school came to be the core of the field of industrial sociology, which
grew rapidly thereafter, with the cstablishment of centers at the University
of Chicago, the Massachusetts Institute of Technology, and elsewhere.
Industrial sociology has generated much research, commentary, and con-
troversy in the past three decades. We shall refer to its findings later.

2. Various other sub-fields of sociology have contributed to the de-
velopment of economic sociology in recent decades—the sociology of occu-
pations, formal organizations, consumption, and stratification. Because

these contributions are what the remainder of this book is about, we need
only list them herc.

30 Recent summaries of organizational decision-making theory are found in R. M.
Cyert and J. G. March, ““A Behavioral Theory of Organizational Objectives,” in Mason
Haire (ed.), Modern Organization Theory (New York: Wiley, 1959), pp. 76-90; and
March, “‘Some Recent Substantive and Methodological Developments in the Theory of
Organizational Decision-Making,” in Austin Ranney (ed.), Essays on the Behavioral
Study of Politics (Urbana, IIl.: University of Illinois Press, 1962), pp. 191-208.

31 The major work on the theory of games is John von Neumann and Oskar
Morgenstern, Theory of Games and Economic Behavior (Princeton: Princeton University
Press;,) 1944); also Martin Shubik, Strategy and Market Structure (New York: Wiley,
1959).

32 The written material on the Western Electric researches is voluminous. A

summary may be found in F. J. Roethlisberger, Management and Morale (Cambridge:
_Harvard University Press, 1950).
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sociology
two

Two approaches are available to those who w:is)h
to compare disciplines. The first is descriptive. Thus ef:oncrmsts may be
described as spending their time in the study of why businessmen decide to
produce the goods they do, how these goods are distributed through the
market the way they are, and why pcople buy the kinds and amounts ofl
goods they do. Political scientists study how legislaturzs and governmenta
buyeaucracies work, why people vote the way they do, why parties cam-
paign the way they do, and so on. In practice, sociologists study 2 sort of
grab-bag of leftovers from these two disciplines. Although they do study
some aspects of economic and social life, sociologists concen_tratc on pres-
tige systems (social stratification and social classes), family life, urban }nfe,
race relations, experimental small groups, and so on. Furthermore, sociolo-
gists usually study large, complex societies. Anthropologists study many of
the same things as sociologists but concentrate o small, simple societies
and on kinship and religion—which seem to dominate these societies.
~ The second method of comparing disciplines is analytic. In this ap-
proach we ask several sets of questions:

1. What are the distinctive scientific problems that the field faces?
What is it about economic life, family life, urban life, and so on, that 1
to be explained? Is it cyclical changes in the level of employment, changing
rates of divorce, rates of migration to and from cities? Answers to such ques-
tions specify dependent variables—things to be explained.

-



2. What are the causes (or determinants, or factors, or conditions)
of the behavior of the dependent variables? How do we go about explaining
that which we wish to explain? Do changes in the rate of investment deter-
mine changes in level of emplovment? Or are changes in foreign trade more
important? Does the fact that spouses are from different economic back-
grounds make for a high probability of divorce? Or is religion more impor-
tant? Answers to these questions specify the independent variables.

3. What are the relations governing the independent and dependent
variables? One important set of relations concerns the problem of classifica-
tion or taxonomy. On the onc hand, what are the major types of results
(dependent variables) to be expected? In studying family stability, for in-
stance, is it enough to study divorced vs. non-divorced families alone? Or
is it necessary to include legal separations, desertions without divorce, and
other sub-types as well? On the other hand, what are the main types of
operative factors (indcpendent variables)? Is it enough to try to explain
different divorce rates in terms of differences in religion and education of
spouscs, or is it necessary to add several psychological factors (for example,
attitudes about sex) as causes of marital breakdown? A second set of rela-
tions involves the logical ordering of each sct of variables. Is one independ-
ent variable (religion, for instancc) more important than another (educa-
tion, for instance) in accounting for different rates of divorce? Are all the
independent variables conceived to rest at the same level of abstraction? Or
do variables at one level (religious afhiliation, for instance, at the social -
level) combine with variables at another level (sex attitudes, for instance,
at the psychological level)? A third set of relations involves the ways in
which the various independent and dependent variables are combined to
gencrate testable hypotheses about the empirical world. An example of an
hypothesis is: “Marriages with spouses from different religious backgrounds
will show significantly higher rates of divorce than marriages with spouses
with the same religious background.” A systematically related group of
such hypotheses is often referred to as an explanatory model.

To compare economics and sociology, we shall now proceed to an
analytic characterization of each field. Altl'lough many distinctions can be
made, some overlapping between the two fields still exists. Furthermore,
the analytic distinctions we make are bound to be controversial. All who
call themselves economists (cconometricians, labor economists, institutioqa]
economists, some cconomic historians) do not agree about the precise
nature of economics; all who call themselves sociologists (demographers,

historians of social thought, small-group analysts, some social psychOlOgiSts)
are even more divided about their own field.

Economics as a Discipline

o ) The following “informative introductory descrip-
tion” of economics appears in a well-known text on the subject:

- . . the study of how men and society choose, with or without .thc
use of money, to employ scarce productive resources to produce various
commodities over time and distribute them for consumption, now and in
the future, among people and groups in society.!

1 Paul A. Samuclson, Economics: An Introductory Analysis, Sth ed. (New York:
McGraw-Hill, 1961), p. 6.
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From this definition let us build a statement of dependent variables, inde-
pendent variables, and relations among these variables in economics.

Dependent Variables
A first set of dependent variables is found in the

term “commodities.” What is the level of the total production of goods
and services in a societv? What different kinds (shoes, guns, butter) are
produced, and in what'proportions? Economists thus attempt to account
for variations in the level and composition of production.

A second set of dependent variables is found in the term “scarqe pro-
ductive resources.” Goods and services are produced by the application of
the following factors of production: (1) land, or the state of the natural
resources, cultural values, and technical knowledge; (2) labor, or the level
of motivation and skill of human beings; (3) capital, or the level of re-
sources available for future production rather than immediate consump-
tion; and sometimes (4) organization, or the principles of combination and -
recombination of the other factors. Organization involves the operation
of institutions such as property and contract as well as the activity of
entrepreneurs. Economists are thus interested in explaining the levels and
relative proportions of these resources in productive use, and the techniques
bv which they are combined. :

A third set of dependent variables is indicated by the term- “dis-
tribute.” Which individuals and groups receive the goods and services
generated in the productive process? Or, to put it in terms of payments,
what is the distribution of income gencrated in the economic process?

The basic dependent variables in economics, then, are production,
techniques of organizing resources, and distribution of wealth. In the
Keynesian System, the basic dependent variables are the volume of employ-
ment (or the proportion of available labor in productive use at any given
time) and the natjong] income (or the total level of production).? Even in
small sub-fields of economics the specific problems posed turn out to be
Instances of the basic dependent variables. In the study of wages in labor
economics, for instance, the following clements generally need explaining:

(a) the general level of wages in the nation and its movements during
Past decades, ( b) the wage spread between occupations and changes in the
Spread from time to time, (c) wage differentials between regions and areas
and alterations in such diffcrentials over the course of time, (d) inter-
industry differentials and shifts in them, (e) inter-firm differentials in a
locality'and changes thercin, and ( f) differentials between persons working
n the same occupation within a plant.3

Independent Variables
the allocation of How are the level and composition of production,
the broad con O resources, and the distribution of wealth detqrmned? In
tion Custommp;a.ra'twe sweep these may be determined by pohhcal' regula-
ever. has t a're: iglous decree, and so on. Formal economic analysis, how-
’ faditionally stressed supply and demand in the market as the

2T}
Brace, ]93:;) ,le n;;as:. Theory of Employment, Interest and Money (New York: Harcourt,

? Ricl . ,
York: Ma::;:x%;:nf\l' 9%?3)“3; ls-g'bor and Industrial Relations: A Cenera{ Andlysis (New
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immediate independent variables. For any given commodity—e.g., shoes—a
person will be willing to buy much jf it costs little, little if it costs much.
The producer of this commodity will be willing to supply much if the price
is high, little if the price is low. The price of the commodity falls at that
point where the demand curve and the supply curve intersect.

This supply-demand principle is used to account for the behavior of
all the dependent variables. The level and composition of production de-
pend on the existing supply and demand conditions for products; the level
and composition of the factors of production depend on the same kinds of
conditions for them; and finally, the proportions of income received by
different individuals and groups dcpend on the supply and demand condi-
tions governing the relations among economic agents.

Relations among Variables

One of the most famous models in economics con-
cemns the prediction of the quantity of a given commodity that an individ-
ual firm will produce under conditions of perfect competition. Given a
certain level of demand, the firm can expect to receive a given price (rev-
enue) for cach item it produces. But the firm itsclf has to pay for the fac-
tors it utilizes in production. These costs determine the conditions of sup-
plying its commodity to consumers. By a series of constructions, economists
have built a model that predicts that the firm will produce that quantity
of a commodity at which the cost of producing the extra unit of the com-
modity (marginal cost) equals the revenue that it will receive for that extra
unit (marginal revenue). Basically, this model says that the value of the
dependent variable (quantity of the commodity produced by a firm) is a
funcgio)n of the value of two sets of independent variables (demand and
supply).

Turmning to the analysis of aggregates, the Keynesian model identifies
the independent variables—in the first instance—as the propensity to con-
sume, the schedule of the marginal cfficiency of capital, and the rate of
interest.* The propensity to consume is a demand category; the marginal
cfficiency of capital rests on expectations about profits to be returned for
investments; and the rate of interest rests on the supply of money and the
demand for liquidity. By manipulating the values of these independent
variables, Keynes established a set of predictions leading to unemployment
of a society’s resources and reduction of its national product (dependent
variables). This is the essence of the Keynesian equilibrium model.

The Importance of “Givens”
in Economic Analysis

In these illustrative economic models the behavior
of various dependent variables—prices, level of production, etc.—rests on the
operation of the economic forces of supply and demand. But in the real world
tlnpgs are not so simple. Many dozens of variables—economic, political, legal,
religious—affect prices and production, and if a complete picture of eco-
nomic life were to be given, many of these kinds of variables would have to
be incorporated into economic models. How do economists deal with this
empirical complexity? A common method is to realize that while non-

1 Op. cit., p. 245. Above, pp, 10-12, for a definition of these variables and a state-
ment of the relations between these variables and the other Keynesian variables.
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economic variables affect supply and demand conditions, it is necessary for
purposes cf analysis to assume that these variables g]o not change. This is
the meaning of Samuelson's stafe‘mcn’t' that economic analysis takes institu-
tions and tastes as given; 5 by “given he means that potential sources of
variation are assurned not to vary. . ‘

To illustrate: In constructing his equilibrium system, Keynes con-
sidered several things as given: the existing skill of the labor force, the exist-
ing equipment, the existing technology, the existing degree of competition,
the existing tastes of the consumer, the existing attitudes of people toward
work, and the existing soqlal structure.® All these, if they varned, would
affect the independent variables (e.g., the propensity to consumc and the
marginal efficiency of capital) and through them the dependent variables
(employment and national mcqmc) ; but they are assumed not to vary.

Similarly, in wage analysis, a whole array of cconomic and non-eco-
nomic variables affects wage differentials:

Varying rates of populatxpn’ growth are an important factor in geo-
graphic differentials. lndustrm]. differentials arc to be explained, in large
measurc, by the nature of the industry . . . and by the policies and bar-
gaining strength of the union or unions with jurisdiction in the industry.
Inter-plant differentials loca}ly for the same type and grade of labor seem
to be the result mainly of four factors: industry differentials, differences
in management and plant cfficiency, differences in employer wage pol-
icies, and the combination of company hiring policies and worker job
behavior. Custom is also important.?

For any specific model of wage differentials, however, only a few of these
factors are incorporated; the others are either unimportant or unvarving.
One of the most important “givens” in traditional economic analysis
“is that of economic rationality: If an individual is presented with a situa-
tion of choice in an economic setting, he will behave so as to maximize
his economic position.s'lf this “given” is presented as a simple empirical
generalization, it is unsatisfactory in many instances, for pcople often
behave uneconomically. As‘an investigative device, however, “economic ra-
tionality” allows the economist to proceed as if the only independent vari-
" ables were measurable changes in price and income. His world thus sim-
plified, the economist is enabled to create elegant theoretical solutions to
economic problems. Economic analysis thus faces a dilemma: to create
theoretically advanced models while oversimplifving the non-economic
world or to take account of the complexity of the non-cconomic world
while sacrificing theoretical generality.

Sociology as a Discipline
o In sociology the task ot specifying variables and
relations is more difficult than in cconomics. Widespread disagreement

5 Op. cit., 2nd ed., 1951, p. 15.

8 Op. cit., p. 245.

7 Lester, op. cit., p. 68.

8 This postulate has had many intellectual variations and refinements in the histo
of economic thought. In classical cconomics up to about the 1870’s (especially in tl:Z:,
thought of Ricardo and Mill), the postulate took the form of an a ]lichtiony of the
utilitarian principle of hedonistic calculus; in the several decades t]1err)cl;ftér the utility
theory of Jevons and others came to predominate; and in modern times indifference
curve analysts have attempted to iron out some of the difficulties of the earher versions
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among sociologists aboul the fundamental problems and concepts of
their discipline has led to 2 mushrooming of variables. Because of this
superabundance, sociological analysts are unable to present simple and
coherent models; instead, analysis often focuses on categorizing social facts.
Necessarily, then, our analytic characterization of sociology will have to be
approximate. It will omit scveral subdivisions of sociology (especially
demography and social psvchology), and it will gloss over many disagree-
ments concerning fundamental featurces of the ficld.

Dependent Variables

. Sociological analvsis begins with a problem. Posing
a problem means identifying somec variation in human behavior and
framing a “why” question about this variation. Such variation becomes the
dependent varable—that which is to be explained. The variation may in-
volve a single event (Why did violence erupt in the Congo when it did?);
it may involve presumed regularitics in the occurrence of events (Why are
colonial socicties emerging from domination prone to outbursts of hostil-
ity?); or, at a higher level, it may involve questions of structural variation
in large classes of events (Why do feudal land patterns arise and persist?
Why do they break down, sometimes in different ways?).

After isolating a certain problem, the investigator must specify con-
crete units that identify the dependent variable.® These concrete units are
found in the units of social structure and in variations of human behavior
oriented to social structure.

“Social structurc” is a concept used to characterize recurrent and
regularized interaction among two or more persons. The basic units of
social structure are not persons as such, but selected aspects of interaction
among persons, such as roles (e.g., businessman, husband, church-member)
and social organization, which refers to structured clusters of roles (e.g., a
bureaucracy, a clique, a family). Social organization refers to more than
goal-oriented collectivities (e.g., business firms, hospitals, government
agencies); it may refer to informal organizations (such as gangs or neigh-
borhood friendship groups) and diffuse collectivities (such as ethnic
groupings). The important defining fcatures of social structure are that
interaction is selective, regularized, and regulated by various social controls.

In the analysis of social structurcs, thrce basic concepts are partic-
ularly important: (1) Values refer to beliefs that legitimize the existence
and 1mportance of specific social structures and the kinds of behavior that
transpire in social structure. The value of “free enterprise,” for instance,
endorses the existence of business firms organized around the institution of
private property and engaged in the pursuit of private profit. (2) Norms
refer to standards of conduct that regulate the interaction among individ-
uals in social structurcs. The norms of contract and property law, for in-
stance, set up obligations and prohibitions on the agents in economic
transactions. As the examples show, at any given level of analysis norms are
more specific than values in their control of interaction in social structures.
(3) Sanctions—including both rewards and deprivations—refer to the use
of various social resources to control the behavior of personnel in social
structures. Aspects of this control include the establishment of roles, the

9 In practice the operation of posing problems and the operation of specifying
concrete units proceed simultaneously and interact with one another.
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inducement of individuals to assume and perform roles, and the cc_)ntro] of
deviance from expected role performance. Examples _of sanctions are
coercion, ridicule, appeal to duty, withdrawal of communication, apd so on.

A concept which unifies the elements of social structure—including
roles, collectivities, values, norms, sanctions—is the concept of institutional-
ization. This refers to distinctive, enduring expectations whereby th(?se gle-
ments are combined into a single complex. When we speak of the institu-
tionalization of American business, for instance, we rgfer to a more or less
enduring pattern of roles and collectivities (e.g., businessmen and ﬁrms.),
values (e.g, free enterprise), norms (laws of contract and property, in-
formal business codes), and sanctions (profits, and so on).

Many dependent variables in sociology are stated as follows: Why are
the elements of social structure patterned the way they. are? An.othel_' class
of dependent variables is specified in terms of systematic variations in hu-
man behavior oriented to social structure. Given some structure, 'when can
conformity be expected? What are the consequences of corllfonmty for the
social structure? When can deviance from structured behavior be expected?
What are the different forms of deviance, and why does one type of de-
viance rather than another arise? What are the consequences for the social
structure of different kinds of deviance? Specifying the possible “conse-
quences” of conformity or deviance involves identifying a further range of
dependent variables—reactions to deviance (social control), changes in
social structure, persistence of structural patterns, collective outbursts.

What are the major types of social structure? This question is usually
answered by turning to some notion of the basic functions, or directional
tendencies, of social systems. These functions concern the general orienta-
tions of social life. Or as the question is often put: What are the exigencies
that must be met in order for the social system to continue functioning?
Analysts who attempt to identify the basic directional tendencies of social
systems speak of “functional exigencies.” Typical exigencies include:

1. Modes of creating and maintaining the cultural values of a system,
For some systems, such as societies, this involves long periods of socializa-
tion and complex structures such as families, churches, and schools.

2. Modes of producing, allocating, and consuming scarce goods and
services (sometimes called the economic function). Typical structures that
specialize in this function are firms, banks, and other agencies of credit.

3. Modes of creating, maintaining, and implementing norms govern.
ing interaction among units in the system (sometimes called the integrative
function), such as the law and its enforcement agencies.

4. Coordinating and controlling the collective actions of the system
or a collectivity within it, usually by the state (the political function).,

The usual basis for classifying social structures is to indicate the basjc
functions they serve—political, economic, familial, religious, educationa].
The classification of social structures in this way involves assigning primacy
of function only. Even though “religious structure” is a concept applied to
a clustering of rites or an organized church, the social significance of this
bundle of activities is not exhausted by this concept. Analytically, the con-
crete religious structure has a “political aspect,” an “economic aspect,” and
so on. The notion of structure, then, is used to identify theoretically sig-
nificant properties of concrete clusters of activities devoted primarily but
not exclusively to meeting some social exigency.

Notice the overlap between sociology and economics in the para.
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graphs above. One of the functions considered essential in fsogio]ogical
analysis concerns economic life, the focus of economic analysis itself. At
this point economic and sociological analysis overlap. Despite this com-
mon subject-matter, the basic dependent variables in each field differ.
Economics is concerned especially with variations in the level of production,
techniques of production, and distribution of goods and services; sociology
is cor}cemed with variations in social structure (including values, norms,
sanctions) and variations in behavior oriented to this structure.

Independent Variables

The sociological concepts listed thus far—viz,,
ﬂlOSC. revolving around the notion of social structure—are used mainly to
identify dependent variables. They do not provide hypotheses about proc-
esses of social adjustment, maladjustment, and changg; they do not them-
selves constitute explanations. To generate these additional ingredients of
sociological analysis one must take account of several classes of independent
variables. Among the most important of these are the concepts of strain,
reactions to strain, and attempts to control reactions to strain.

1. Strain. Social systems are never perfectly integrated. The sources

of malintegration, moreover, may arise from outside or inside the_ system.
An example of externally imposed strain is economic shortages arising from
a blockade of shipping by a foreign power during periods of intemat‘x‘onal
hostility. An example of intemnally generated strain is the build-up of “con-
tradictions” such as those envisioned by Marx in his model of caP‘,ta,l,
accumulation. The general presumption underlying the concept of “strain
is that it imposes integrative problems on the system and subsequently
causes adjustments, a new form of integration, or a breakdown.
. Among the many types of strain arising in social systerns,‘the follow-
ing are common: (1) Ambiguity in role expectations, in which 1pformat10n
regarding expectations is unclear or lacking altogether. Many cite the case
of the modern American woman, whose traditional domestic ro!e has be-
come uncertain, as a typical example of role ambiguity. (2) Conflict among
roles, in which role expectations call for incompatible types of behavior.
An example is the Negro doctor, whose occupational role calls for defer-
ence from others, but whose racial role traditionally calls for deference to
others. (3) Discrepancies between expectations and actual social situations.
An example of this is an unemployment level of 15 per cent in a society
committed to high levels of employment. (4) Conflicts of values in a sys-
tem. These may result, for instance, from the rapid migration of large num-
bers of ethnically alien persons into a society. .

2. Reactions to strain. The initial reactions to situations of strain
tend to be disturbed reactions which are frequently (but not always) deviant
and malintegrative from the standpoint of the social system. Though the
number and types of deviance have never been catalogued fully, a varety
of specific social problems arise from deviance: crime, alcoholism, hoboism,
suicide, addiction, mental disorders, outbursts of violence, and social move-
ments. Each, while it involves the operations of psychological variables, is
social insofar as it affects the structure and functioning of social systems.

3. Attempts to control reactions to strain. Given some strain and some
threat of deviant behavior, two lines of attack are available at the social level
to reduce the possibly disruptive consequences. (1) Structuring the social
situation so as to minimize strain. Examples are the institutionalization of
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priorities (so that conflicting expectations are ranked in a ]"C]rf“:i"h.‘t’ Of n]n-
portance for the actor); scheduling activities (50 that dem.:.mc? 1t would
conflict if made simultancously may be worked out scrially); shiclding
evasive activity (so that illegitimate behavior is permitted 5o l‘ong', as 1t. docs
not openly disrupt the ]cgitimatc]y sfructurcd rq](hc.\.pcctatlons“),' the
growth of ideologies that justifv certain typcs of .dcvu'mcc as1 excep-
tions” while reafirming, dominant norms Qf the situation, per haps by
paving lip service to them. (2) Attempting to control reactions to
strain once thev have arisen. This involves the apphcatxon of sanctions by
various agencies of social control, such as the police, the'courts, ete.

These items are some of the major indcpcndcnt‘ varmb]cs that help us
account for the persistence and change of behavior oriented to social
structures. To label strain, reactions to strain. and attempts to control these
reactions as independent variables only oversimplifics the ficld of sociology.
The investigator who is intcrested in explaining juvenile del.mqucnc_v (re-
action to strain) is, of course, treating it as a dependent variable. If, how-
ever, we start with the notion of social structure and rc]qtcd concepts, it is
possible to see the sense in which the concepts just discussed arc to be
treated as independent. A full account of the relations among the major
sociological concepts would include discussions of many fccdchk processes
and mutual interdependencies among variables. A fcorganizatu')n. pf social
structure, for instance, frequently scts up strains, which in turn initiate new
processes of deviance and social control. Our own division of the ficld into
dependent and independent variables is the result of taking the clements of
social structure as our starting point for exposition.

Relations among Variables in Sociology

Much of sociological analvsis still involves classifi-
cations that organize facts. Despite the shortage of full-scale explanatory
models in sociology, we can isolate two types:

" L. Process models. These refer to changes of variables within a given
social structure. These changes result from the performance of roles, or
the re-establishment of equilibrium by the operation of social controls in
the face of strain. Process models are used in analyzing rates of social
mobility and certain tvpes of social control (for instance, psychotherapy,
which often “rchabilitates” persons considered to be “disturbed”). In these
examples the social structure is unchanged.

2. Change models. Attempts to control strain and restore the social
system to equilibrium sometimes fail, giving rise to a new type of equilib.
rium. The movement to a new equilibrium may be controlled (e.g., when a
new law is passed by the constituted authorities to meet a pressing social
problem) or uncontrolled (e.g., when a revolutionary party overthrows the
authority and sets up a new constitution and government). The new equi-
librium, moreover, may bc precarious; changes may necessitate further
change. Repeated failurc of social control mechanisms may result in the
aisintegration of the system. All involve changes in the social structure.

The Problem of “Givens”
in Sociological Analysis

i Systematic analysis of social systems assumes that
b'O?Oglcal; psychological, and cultural variables are constant. Every socio-
logical statement, however, imphes a certain unvarying assumption about
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human nature. For example, to assert that role ambiguity is a source of
strain in social systems is to assume that ambiguity gives tise {0 anxiety
that drives men to react against strain. Such psvcho]ogical “postplates'—
always open to empirical doubt—are far from uniformly accepted in sociol-
ogy; certainly the field does not display the conspicuous continuity that
economics does with the postulate of economic rationality.

Research Methods

in Economics and Sociology . )

. The most rigorous form of investigation in social
scientific analysis is the experimental method—to create two situations (one
cxperimental and one control) that are alike in all respects except for'one
presumed causal factor, then to vary this factor in the experimental situa-
tion and compare the outcome with the control situation, in which the
factor is not varied. With the exception of small-group analysis, this method
is seldom used either in cconomics or in sociology. _

One alternative to the experimental method is the statistical me_thpd,
by which certain factors arc held constant or canceled out: by statistical
manipulation. For example, suppose we wish to trace the long-term trend
of potato prices over years. We know that potato prices vary seaspn_ally
as well as vear by year, but we do not wish to measure the seasonal variation.
So we calculate the average seasonal variation for all the fifty years, and
cancel out seasonal fluctuations for cach individual year by adding or
subtracting the average scasonal variation from the actual prices. In this
way we come closer to removing the seasonal fluctuations, and thus get a
truer picture of uncontaminated long-term price trends, which we may t_hen
relate to other variables. This sort of statistical analysis, as well as vanous

tests of association (such as regression analysis) feceives wide application
both in economics and in sociology. .

Another altemnative to the experimental method is the comparatve
method, frequently used when the number of cases is to0 small to permit
statistical manipulation. A classic example of the comparative method in
sociology is found in Max Weber's studies on religion.!® Given that certain
societies had developed rational bourgeois capitalism, Weber asked what
characteristics these societies had in common. Then, tuming to socicties
that had not developed this kind of economic organization (eg India,
China), he asked in what respects they differed from the former societies.
In this way he attempted to demonstrate that the religious factor accpuntqd
for the differences. This kind of comparative method is employed widely in
sociology; in economics it is used mainly by economic historians and those
interested in the development of the emerging nations. ) .

Mathematical models are used much more frequently in economics
than in sociology. Economics is more productive of neat, simple models that
lend themselves to mathematical formulation; and it deals with data (prices,
income, ctc.) that are either pre-quantified or much more readily quantifi-
able than many sociological data. In_sociology mathematical models are
sometimes employed in the analyéis of population and small groups, and
occasionally in the analysis of voting behavior and social mobility.

The case study method is used in both ecanomics and sociology. An
example from economics is the studies of patterns of imperfect competition

10 Below, pp. 40-41.
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in particular industries; an example from sociology is the studies of patterns
of social class behavior in a local community. In particular, industrial so-
ciology has shown a proclivity to approach industrial work situations pre-
dominantly by using the “case” or “clinical” method.!

In both economics and sociology some data simply “hppear” for
social investigators in the normal course of social events and are “there,”
ready to be analyzed. Examples of such data are the stock market prices
published in daily newspapers, unemployment figures collected by govern-
ment agencies, and the social statistics presented in census reports. In
other cases, investigators must gather their own data, usually by the survey
method—i.e., a sample of a population with the desired data is interviewed.
In economics the survey method is used widely to collect facts about house-
holds and firms—their assets and expenditures, their attitudes about future
states of the market, their plans to purchase, their intentions to invest,
reasons for investing, attitudes toward the interest rate, and so on.'? In
sociology the survey method is even more widely used, mainly to assess
attitudes and opinions (for example, preferences for political candidates,
attitudes about teenage dating, and so on). The attitudinal data produced
l_)y surveys supplement the recorded statistics, though the attitudes gleaned
in casual interview situations often are “superficial.”

The Analytic Focus
of Economic Sociology

Economic sociology is the application of the
general frame of reference, variables, and explanatory models of sociology to
that complex of activities concerned with the production, distribution, ex-
change, and consumption of scarce goods and services.!®

The first focus of economic sociology is on economic activities alone.

The economic sociologist asks how these activities are structured into roles
and collectivities,'* by what values they are legitimized, by what norms and
sanctions they are regulated, and how these sociological variables interact.
. The second focus of economic sociology is on the relations between
sociological variables as they manifest themselves in the economic context
and sociological variables as they manifest themselves in non-economic con-
texts. How, for instance, do familial roles articulate with occupational role
qf a local community and the control of its political structure? This rela-
tional focus includes both situations in which economic and non-economic
structures are integrated with one another and situations in which the two

u George C. Homans, “The Strategy of Industrial Sociology,” American Journal
of Spczology (1948-1949), 54:331-334; Wilbert E. Moore, “‘Current Issues in Industrial
Sociology,” American Sociological Review (1947), 12: 651-652.

12 For assessments of some of the problems of using the survey method in eco-
nomics, see George Katona, “The Function of Survey Research in Economics,” in Mirra
Komarovsky (ed.), Common Frontiers of the Social Sciences (Glencoe, Ill.: The Free
Press and the Falcon’s Wing Press, 1957), pp. 358-371; and Katona and Eva Mueller,
Consumer Expectations, 1953-1956 (Ann Arbor: Survey Research Center, Institute for
Social Research, University of Michigan, n.d.), pp. 7-11.

. 13 Compare this definition with Wilbert Moore's definition of industrial sociology
(which is one branch of economic sociology); “The field of industrial sociology . . . is
concerned with the application or development of principles of sociology relevant to the
industrial mode of production and the industrial way of life.” “Industrial Sociology:
Status and Prospects,” American Sociological Review (1948), 13: 383.

14 This emphasis in economic sociology is very closc to that tradition of cconomics
concerned with the division of labor.
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structures operate at cross-purposes. In the latter situations we shall expect
to find many strains, reactions to strain, and attempts to control these
reactions, From this interplay of conflicting forces we shall also expect to
observe various outcomes, such as re-equilibration and deviance.

This interplay of sociological variables in the economic and non-
economic spheres can be observed in two settings: (1) Within concrete
economic units. In the industrial firm, for instance, the economic sociolo-
gist studies the status systems, power and authority relations, deviance,
cliques and coalitions, and the relations among these phenomena. This
intra-unit focus is emphasized in that branch of economic sociology called
industrial sociology. (2) Between economic units and their social environ-
ment. At one level the economic sociologist studies the relations between
economic interests and other interests (legal, political, familial, religious)
in both the community and the larger society. At a higher level he studies
the relations between the economy considered as an analytic system of
society and the other systems. This inter-unit focus leads to the “larger
issues” of economic sociology—e.g., public policy, labor-management con-
flict, and relations between economic classes—that lie in the tradition of
Marxian and Weberian thought. Finally, the economic sociologist studies
the distinctively sociological aspects of the central economic variables them-
selves—money as one of many types of sanctions in social life.

Subdivisions of Economic Sociology

Many subdivisions of sociology can be conceived
as proper parts of economic sociology. Among these are occupational
sociology, the sociology of work, the sociology of complex organizations (at
least that part which deals with economic bureaucracies), industrial
sociology, plant sociology, the sociology of consumption, and so on.'®

Relations between Economic Sociology
and Econormics

Even though economic sociology and economics
deal with the same complex of activities, there is little formal overlap
between them because each field operates with different classes of dependent
variables, independent variables, and explanatory models. But this is not
the whole story. The empirical interdependence of economic and sociolog-
ical variables ‘is omnipresent. Consider the following: (1) Persistent
tinkering with wage levels (economic variable) on the part of management
is likely to give rise to political changes inside and outside the plant. Inside
it may strengthen cliques of workmen and heighten their propensity to
subvert management’s authority. Outside the plant it may foster the forma-
tion of a labor union or excite activity on the part of an existing one.
(2) These informal work cliques and labor unions may then engage In
political activities which give rise to economic changes. In a spirit of
defiance, cliques of workmen may slow their work rate and thus depress
the level of output of the firm. The labor union may challenge manage-
ment, effecting perhaps a new wage level.

15 For various attempts to specify such subdivisions, cf. Clark Kerr and Lloyd H.
Fisher, “Plant Sociology: The Elite and the Aborigines,” in Komarovsky (ed.), op. cit.,
pp. 284-286; Edward Gross, Work and Society (New York: Crowell, 1958), p. 45; Del-
bert C. Miller and William H. Form, Industrial Sociology (New York: Harper, 1951),
pp. 14-23.
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Relations between
Economic Sociplogy and Psychology

The Postulate of Rationality Again

An enduring fcature of economics is the postulate
of a rational economic man. Because men are ignorant of their environment,
because they make mistakes, because they live by habit and rule of thumb—
this postulate is inadequate. Moreover, because the social world is charac-
terized by the interplay of so many non-economic and cconomic variables,
10 one set of variables will completely dominate in any social setting.

Should we then abandon the notion of economic rationality? Perhaps
not; at least four meanings of cconomic rationality are current, and some
dare more acceptable than others.

1. The least acceptable meaning of economic rationality is the argu-
ment that, as a matter of psychological fact, material satisfactions are the
sole motivating factor in man’s existence, and that he chooses rationally
only among these material satisfactions. This version has been discredited.

2. If it is argued that although economic rationality may not be the
total psychology of man but that behaviorally man acts rationally when
faced with economic situations, the notion becomes more acceptable.
Although men in all societics “economize,” the number and kinds of situa-
tion in which men economize are extremely variable. For example, people in
a simple socicty might display calculation in allocating resources to produce
agricultural goods; but in cxchanging these goods they might rely on highly
traditionalized, “uneconomical” gift-giving to kinsmen and tribesmen.

3. If an analyst uses the notion of economic rationality merely as

an investigational device for conceptual simplification, he presents'a strong
argument in its favor. He advances no particular psychological theories or
existential claims, but uses the notion to manage the enormous motiva-
tional variability of his empirical world. Economic rationality then becomes
merely a provisional set of assumptions. In trcating rationality in this way,
of course, the analyst should also assume that his conceptual simplification
1s subject to revision or rejection if it seems unhelpful in analyzing the
scientific problems he faces.
) 4. A final way of treating economic rationality is to consider it as an
institutionalized value. Rationality now becomes something more than a
psychological postulate; it may be a standard of behavior to which people
gopfonn or from which they deviate. Thus in thc American business firm
1t 1s not only the businessman’s personal desire for profits but also the threat
of negative social sanctions (e.g., ridicule or loss of position) that makes
him follow the criteria of efficiency and cost-reduction. The economic
sociologist must retain this social meaning of economic rationality, for
it lies at the heart of one of his central variables—social control.

Psychological Research
and Economic Sociology

. In general, economic sociology studies the rela-
tions between variables such as market conditions and purchases, strains
and the formation of new social groups. Many of these variables lic at the
social and behavioral levels. To connect these variables certain intervening’
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psychological states must be postulated. Consider the following examples.

1. The psychological states of “morale” and “satisfaction” of workers
depend in large part on the social conditions of the wdrk place, such as the
method of supervision, the level of worker participation in decisions,
level of interaction with other workers, and so on.!® These psychological
states in turn determinc many kinds of worker response, such as absen-
tecism, accidents, pacc of work, and industrial conflict. In this way
“morale” intervencs between social variables and behavioral outcomes.
Social psychologists (and somc persous who call themselves industrial
sociologists as well) are interested in states like morale as subjects in
themsclves—i.c,, as dependent variables.'” But from the standpoint of
economic sociology as formally defined, they are intervening variables.

2. The psychological states of “attitudes” intervene in similar ways.
For instance, if the major focus of psychological reference of wage workers
at onc skill level is workers at the next higher level, they will behave
differently in the face of a wage increase for the higher-level workers than
if their focus of reference were the absolute level of their own wages.!8
Attitudes also assume significance as determinants at different phases of
business cycles and financial crises.!?

A final point of articulation between psvchology and economic
sociology concerns the motivational patterns of persons who enter a particu-
lar occupational role. These distinctive motivations are relevant both for
predicting who will be recruited into these roles and for understanding

how these recruits will respond to social situations once they assume the
roles.2¢

Conclusion

In this chapter we have established analytically
what cconomic sociology is about. This required a preliminary excursion
into the nature of economics and sociology. We also set off economic
sociology from psychology. In the remainder of the volume we shall observe
how the general variables of economic sociology work out in particular
empirical settings. We begin in Chapter 3 with relations between the
cconomic sub-system of society and its other major sub-systems.

16 Below, pp. 82-86. -

17 For a brief summary of research work on morale and motivation in industry,
sce Danicl Katz, “Morale and Motivation in Industry,” in Wayne Dennis, et dl., Current
'f;:;ntlis in Industrial Psychology (Pittsburgh: University of Pittsburgh Press, 1949), pp.

-170.

18 For an cxploration of the importance of reference-groups in studying economic
phenomena, sce Seymour Martin Lipset and Martin Trow, “Reference Group Theory
and Trade Union Wage Policy,” in Komarovsky (ed.), op. cit., pp. 391-411.

19 George Katona and Lawrence R. Klein, “Psychological Data in Business Cycle
Rescarch,” American Journal of Ecoriomics and Sociology (1951-1953), 12: 11-13.

20 William E. Henry, “The Business Exccutive: The Psychodynamics of Social
Role,” American Journal of Sociology (1948-1949), 54: 286-291.
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In assessing the research relevant to economic

- sociology, we shall proceed first on a grand scale, then on a small scale,

then on a grand scale again. In this chapter we shall attack the subject at
the societal level. We shall divide society tentatively into a number of
sub-systems—one of which is the economy—and show the operation of
economic and non-economic variables in the interaction among these
sub-systems. In Chapter 4 we shall continue to focus on the general
variables of economic sociology, but as they manifest themselves in detailed
gconomic processes—specifically, production, exchange, and consumption.
Finally, in Chapter 5, we shall return to the societal level, and observe the
Interaction among economic and non-economic variables in processes of
Structural change associated with economic and social development.

The Concept
of System and Sub-system

In the last chapter we defined the concept of
structure as the recurrent and regularized interaction among two or more
persons. This interaction is regulated by values, norms, and sanctions.
Social structures are classified in terms of some set of basic directional
tendencies of social systems in general. We tentatively identified several
such tendencies—the creation, maintenance, and transmission of cultural
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values; the pursuit of economic activity; the conduct of political activity,
and the maintenance of social integration.

Now we introduce a concept at a higher level of abstraction than
social structure—the concept of social system. This refers to the pattemning
of structural units in such a way that changes in one or more units set up
pressures for adjustment (or other types of change) on the part of other
units. The Marxian view of society constitutes one type of system, since
changes in the economic structure (for instance, the introduction of the
capitalist mode of production) bring about adjustments of the politieal
structure so that political agencies buttress the class relations arising from
these economic arrangements. Other views of social systems allow for a
greater degree of mutual influence among the component structures. In any
case, the notion of system is an analytic concept that enables us to talk
about the relations among structural units in sociology and to generate
propositions about these relations.

How do we classify systems? At the societal level we refer to the same
directional tendencies—cultural, economic, political, integrative—as the
organizing principles for sub-systems. Around these exigencies systematic
interaction among structures crystallizes. For certain purposes it is per-
missible to treat one or more social sub-systems as “closed”; we can inquire
into the relations among economic units alone, for instance, without refer-
ring to the political sub-system of society. As we shall see, however, there is
continuous interaction among sub-systems at their analytic boundaries.
Sometimes we cannot ignore this interaction; we cannot understand the
internal relations among economic units, for instance, without inquiring
into political policies.

The economy may be treated as a social sub-system in that it consti-
tutes the mutual interrelations among units involved in the production,
distribution, and consumption of scarce goods and services. One important
complex of units is found in the supply of the factors of production. At one
boundary of the economy, structures such as higher education and science
specialize in providing knowledge and technology, which are among the
land factors. At another boundary, household units and educational insti-
tutions supply motivated and skilled individuals, or labor. At a third boun-
dary, banks, govenments, and private lenders specialize in the supply of
capital. And finally, individual entrepreneurs, government agencies, and
other structures generate a supply of organizational principles to the
economy. These factors of production feed into the firm at a rate deter-
mined by supply-and-demand conditions, and combine to produce goods
and services. Thereafter the firm interacts with consumers—also via supply-
and-demand mechanisms—and disposes of products for price payments.

An economic system may be represented in different ways. In the last
paragraph we spoke of relations among structural units. For purposes of
analysis, we might wish to distill out certain quantifiable by-products
generated in the interaction among these structures. For example, Keynes
chose as his effective behaving units the variables of consumption, invest-
ment, and savings. His choice of variables does not conflict with the repre-
sentation of the economy as a systematic set of relations among structural
units; it is merely a representation of processes at a diffcrent level of
abstraction.

The political system is a second example of a social sub-system. The
key structure in the political system is a collectivity responsible for generat-
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ing binding political decisions. This structure is involved in interactive
relations with two other structural complexes. First, the decision-making
unit interacts with the suppliers of factors that make for political cffective-
ness—with economic units that supply (mainly through taxation) facilities
for implementing decisions through administration; with the clectorate,
interest groups, lobbies, and the like, that supply support for the political
unit; and with the public at large which supplics legitimacy for the political
system. Second, the decision-making political unit interacts with those
who make diverse demands on it to produce policies and implement these
policies. In the polity, as well as the economy, then, it is possible to repre-
sent the various structural units—public, decision-making units—as stand-
ing in systematic relations with one another.

The concept of system can be applied at many levels other than the
societal level, from which the two preceding examples are drawn. Indeed, it
is possible to view the economy as the parent system, and analyze its
constituent clusters of activitics—production, investment, innovation, and
$0 on—as themselves constituting sub-systems. Then, within the economy,
we could take a more concrete structure, such as a market or a firm, and
analyze it in terms of some of the basic functional cxigencics of social
systems. The concrete units of structure differ at each level of svstem-
reference, but the principles of system analysis are identical.

In our subsequent analysis, the concept of sanctions will come to
occupy an extremely important place. In Chapter 2 we defined sanctions as
referring to the use of social resources—in their significance both as rewards
and deprivations—to control the behavior of persons in social structures.
Classifications of sanctions parallel classifications of social structures and
social systems. Correspondingly, the following tvpes of sanctions are
available for social control:

1. Economic rewards and deprivations. This refers to the systemn of
wages, salaries, and profits that can be employed in determining the role
distribution in a society, the recruitment of individuals into these roles,
and the degree of cffort elicited within thesc roles.

2. Political measures. These include physical coercion, the threat of
coercion, influence, bargaining, the promise of political power, and so on.

) 3. Integrative measures. One focus of integrative pressure is particu-
larism, or membership in some ascriptive group. Membership in a kinship
grouping, for instance, not only may sct up expectations with respect to
roles that a given member may assume, but also may determine the condi-
tions of entry and tenure in a role. Group membership may also be import-
ant for contfolling a person once he has assurned a role. The key feature of
Particularistic sanctions of this sort is that the sanctioner appeals to.t11e
Integrative ties (membership) of the actor in question. Other foci of
particularism besides kinship are caste membership, tribal affiliation, mem-
bership in ethnic groups, and so on. A

4. Value commitments. In this case commitment to fundamental
principles is the lever that is used to induce individuals to enter roles and
behave in certain ways once in them. Specific areas in which fundamental
values operate as sanctions are in religious doctrine, nationalism, anti-
colonialism, socialism, and communism, or any combination of these.

Such are the sanctions that parallel the major varietics of social sub-
systems. From one angle, sanctions are distinctive products of one particu-
lar type of social sub-system. The economic system, for instance, produces
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wealth, which can be used as a sanction in many social contexts; the
political system produces power, another generalized sanction; the religious-
kinship complex produces value commitments. From another angle,
sanctions produced in one sub-system constitute resources for other social
sub-systems. Wealth, for instance, is one of the basic resources acquired
and utilized by political and religious structures to agument their effective-
ness. The various social sub-svstems of a society are thus linked by a series
of complex interchanges of resources, or sanctions.

In this chapter we shall investigate the relations between the cconomy
and the other threc sub-systems of society we have identified: (1) The
cultural sub-system. In particular, what is the economic significance of .
values and ideologies? (2) The political sub-system. How is the economy
rclated politically to many parts of its environment—to laborers, stock-
holders, the government, and so on? ( 3) The integrative sub-systcm. In
particular, what is the cconomic significance of two tvpes of solidary group-
ings—kinship and cthnic? '

In addition, we shall analyze bricfly a few relations between the
economy and stratification. This social phenomenon lies on a different
analytic level from the social sub-sisteiis outlined. By stratification we
mean simply that for any social structure some roles receive more rewards
than others. Thus it is possible to describe the distribution of all relevant
sanctions in a social system. The results of such a description are state-
ments of t!lq distribution of wealth, the distribution of power, the distribu-
tion of religious rewards (e.g., gracc), and so on. Sometimes it 1s possiBlc
to s.peak of the stratification of individuals (i.e., by calculating their differ-
ential receipts of rewards), of organizations, or of whole classes (peasants,
pfolgtanz'ms). In any case, whatever our basis for describing the differential
distribution of sanctions in society, stratification is intimately related to
the cconoriic life of the society—to the motivation of economic agents, to
the \Vﬂ_\'S.ln(ll\‘ldllalS spend their income, and so on. So we shall treat
stratification as an important aspect of the non-economic world.

The Concrete Structuring
of Economic Activities

. _ As to the type of behavior they control, sanctions
are non-specific. It is possible, for ‘instance, to move people to perform
economic actions by using non-economic sanctions. Consider the following:
(1) Suppose I am in the process of moving from one house to another.
One of the cconomic tasks that faces me is to transfer heavy fumiture and
kntghen appliances. Rather than hire the moving van to transfer them, I
decide to ask my brother for help. In this case I am using common mem-
bership bonds as a sanction to induce another person to perform an
economic task. (2) Supposc I am passing through customs and am caught
Wlth_ too many bottles of wine. The customs official threatens to confiscate
the illegal amount. I bribe the official and get my way. In this way I am
using economic sanctions to induce another person to engage in (oi in
this case, to refrain f_rom engaging in) a political action, °

Add to these simple examples a more complicated one from our own
cconomy. Broadly speaking, the following sanctions are operative in estab-
lishing interactive relations between business and labor: (1) fundamental
values, such as frce enterprisc and success, which are inculcated in poten-
tial incumbents of occupational roles during periods of early socialization
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and education; (2) monetary compensation, by which individuals are
induced to enter particular jobs in the market; (3) political contests
between interest groups, particularly labor and management, by which
general wage levels are regulated; (4) use of more centralized political and
legal machinery for regulating occupational life, usually when the second
and third principles seem to be functioning inadequately. In general, these
sanctions are not highly centralized in our socicty; a single agency is not
presumed to have direct control over the education of children, the opera-
tion of the labor market, the settlement of industrial disputes.

One key question in considering the structure of economic life, then,

- is the degree to which specifically economic sanctions such as price—as
against other sanctions (political, membership criteria) —operate as direct
controls over economic activity. In America economic sanctions are impor-
tant and are conspicuously institutionalized in an extensive market structure.
In the Soviet Union economic sanctions have a significant place, but in
most spheres the use of money and the establishment of prices are sub-
ordinated to centralized political controls. In many primitive socicties
economic sanctions such as money are scarcely developed, and much of
economic life is conducted as an aspect of kinship obligations and religious
ritual.

A second key question concerning the structure of economic activities
involves the locus of control over the sanctions themselves. This question
overlaps with the problem of political sanctions as such, but rests at a
higher level of generality. Consider, for example, several different tvpes of
economic activity. In an ideal-type patemalistic industrial setting, the
industrial manager has at his disposal both economic and political (and
perhaps even moral) sanctions to recruit and control employees. In an
ideal-type free-enterprise system, the industrial manager has only economic
sanctions to recruit employees, but once they are recruited, he has limited
political authority over them. In an ideal-type totalitarian system, the
industrial manager may utilize both economic and political sanctions, but
for both he is held accountable to a centralized political source.

In these introductory sections we have developed a number of con-
cepts—system, structure, sanctions, and so on—which provide an apparatus
with which we may now deal with comparative variation in the structuring
of economic activity and in the relations among cconomic and non-
economic sub-systems.

The Economy and Cultural Factors
In considering cultural elements that affect and
are affected by economic activity, we shall rely on the common distinction
between the evaluational and the existential aspects of culture. By evalua-
tional we refer to that which is considered desirable in a system of cultural
values; that which ought to be pursued by members of a society. By existen-
tial we refer to assertions concerning what man, socicty, and nature are
like. Thus, in a racist belief-system, the evaluational aspect is the affirma-
tion that onc racc ought to reap a great advantage with respect to the good
things of life; the cxistential (or we might say idcological) aspect is the
assertion that the disinherited race is deserving of its lot because it is
biologically inferior.
With regard to cultural beliefs about economic activities, then, we
may ask two types of question: (1) Evaluational. Do economic activities
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occupy a major place in the cultural value system? Whether major or minor,
are they positively or negatively valued? Are they valued as an end in them-
selves, or viewced as subordinated to the pursuit of national power, the
attainment of a state of religious bliss, or the consolidation of a lineage?
(2) Existential. What is the nature of man? Is he defined as being eco-
nomically motivated, or are these features of his existence underplayed?
What is the nature of society? Docs it provide opportunities for economic
activity, or is this defined as being impossible in the good society? After
having established answers to these questions for any set of cultural beliefs
—with due allowance for rcgional and class variations—we are better
able to analyze the relations between values and ideologies on the one
hand and cconomic activities on the other.

What is the character of these relations? Unfortunately it is im-
possible to formulate definite principles; we must be content with specify-
ing those few relations that have been isolated through careful empirical
research. Accordingly, the following four significant associations between
economic and cultural life have been stressed:

Vulues as Independent Variables
that Fucilitate or Inhibit Economic Activity

Max Weber, the outstanding analyst of the inde-
pendent significance of religion in the encouragement of rational economic
activity, argued that the themes of this-worldly asceticism developed so
highly in Protestantism and especially Calvinism encouraged man to value
highly the rational and methodical mastery of the social and cultural, and
in particular the economic environment. The great Oriental religions—
especially the classical Chinese and the classical Indian—did not, on the
other hand, offer such an encouraging cultural framework for the rational
pursuit of economic gain.! While Weber clearly did not argue for a one-
sided causal view of the relations between religion and economic activity,
his analysis contrasts with that of Karl Marx, who treated religious beliefs
as clements of the superstructure and thus generally dependent on the
operative forces in a society’s cconomic structure. '

The “Weber thesis” has stimulated much analysis of the economic
implications of religious svstems other than those that Weber himself
studied.? Other analysts have argued that secular beliefs, especially nation-
alism, exert an even more dircct force on economic dcveloprhent. As
Kingsley Davis argues:

. nationalism is a sina qua non of industrialization, because it pro-
vides people with an overriding, casily acquired, secular motivation for
making painful changes. National strength or prestige becomes the su-
preme goal, industrialization the chicf means. The costs, inconveniences,
sacrifices, and loss of traditional values can be justified in terms of this
transcending, collective ambition. The new collective entitv, the nation-
state, that sponsors and grows from this aspiration is equal to the exi-

1 Relevant works include The Protestant Ethic and the Spirit of Capitalism
(London: Allen & Unwin, 1948); The Religion of China (Glencoe, Ill.: The Free
Press, 1951); The Religion of India (Glencoe, 1ll.: The Free Press,.1958).

2 An outstanding cxample is found in Robert N. Bellah, Tokugawa Religion
(Glencoe, 1IL.: The Free Press, 1957); a recent minor study is found in Robert E.
Kennedy, Jr., ““The Protestant Ethic and the Parsis,” American Journal of Sociology
(1962), 68: 11-20.

41

the economy and other social sub-systems



4

gencies of industrial complexity; it draws directly the allegiance of every
citizen, organizing the population as one community; it controls the pas-
sage of persons, goods, and news across the borders; it regulates economic
and social life in detail. To the degree that the obstacles to industrializa-
tion are strong, nationalism must be intense to overcome them.3

In fact, nationalism seems in many cases to be the very instrument designed
to smash those traditional religious systems which Weber himself found
less permissive than Protestantism for economic activity.

On the other hand, nationalism, like many traditionalistic religious
systems, may hinder economic advancement by “Teaffirmation of tradition-
ally honored ways of acting and thinking,” by fostering anti-colonial
attitudes “after they are no longer relevant, and, more indirectly, by
encouraging passive expectations of “ready-made prosperity.” !n short,
some types of values encourage economic development; others discourage
1t; and still others seem to have different significances at different levels of
development. We do not yet know the kinds of situation in which each
effect will be apparent. We shall, however, return to the problem when we
discuss secularization in Chapter 5.

Ideology as Moral [Justification

of Existing Arrangements

One of the distinguishing features of the human
being is that he is a user of symbols, and that he uses these symbols to
assign meaning to the social relations into which he enters. The term
f‘ldeology" often refers to those assertions about the nature of the persons
In a social situation and their relations to one another. The functions of
ideologies are many. They give a broader meaning to activities that other-
wise might not be immediately intelligible; or, more strongly, they may be
used to induce people in a system of social relations that they should do
things they might not otherwise wish to do.
) Perhaps the most thorough study of the “control” aspects of ideology
is Reinhard Bendix’ comparative study of managerial ideologies as they
have developed in four industrializing countries—Great Britain, the United
.Stat.es, Russia, and East Germany.® Bendix’ main concem is with the
Justifications that managerial classes have generated in the process of in-

ucing workers to submit to their authority. Moreover, he attempts to

account for these ideologies in terms of the current requirements of the
lr}dus;trial framework; thus he traces the development of the “human rela-
tions™ ideology to the double function of proclaiming the legitimate rights
of Mmanagement as wel] as assisting managers to achieve coordination within
their enterprises. Clearly the dominant function of ideology in Bendix’ view
Is to legitimize and defend growing or existing institutional arrangements.

. %"Social and Demographic As ects of Economic Development in India,” in
153'"‘0,‘11 Kuznets, Wilbert Eg Nfoore, ar?d Joseph J. Spengler (eds.), Economic Growth:

razi ,‘Indxa, Japan (Durham: Duke University Press, 1955), p. 294.
Derel Bert . Hoselitz, “Non-cconomic Barriers to Economic Development,” Economic

evelopment’ and Cultural Change (1952-1953), 1: 9; Hoselitz, “Nationalism, Eco-
nomic Development, and Democracy,” Annals of the Academy of Political and Social
Science (May 1956), 305: 1]

5 Work and Authority in Industry (New York: Wiley, 1596); for a brief sum-

mary statement, see  Bendix, “Industrialization, Ideologies, and Social Structure,”
American Sociological Reviey (1959), 24: 613-632.
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Ideology as Moral Attack
on Existing Arrangements

In industrial disputes management typically
defends its position with ideological assertions concerning the pnnciples
of free enterprise in the collective-bargaining relationship and with parallel
assertions of management’s interest in the welfare of the worker. On the
side of the union, a counter-ideology develops, which also “represent self-
justifications of union objectives”:

The [self-justification] of the largest scope is the contention that trade-
unions arc instruments of social justice. The secorid moral justification
underlying American unionism is that it protects the individual worker
in his immediate work environment from exploitation and degradation.®

Thus in situations of conflict or social change, we frequently observe
the development of two opposing ideologies, one used to defend and the
other to attack and change existing arrangements. Interestingly, two such
opposing ideologies have developed in the field of industrial sociology
itself. The older ideology, labeled by Robert Stone as the “Conflict of
Interest” approach, is emphasized more by economists, political scientists,
and historians. Adherents to this approach to industrial relations stress
that conflict based on economic motives is a normal state of affairs in the
economic system; furthermore, they assume that this conflict should lead
to changes in the institutional order. The sccond ideology, called the
“Human Relations” approach, has been developed by sociologists mainly in
the past three decades. Adherents to this ideology emphasize cooperation at
the factory level as the normal state of affairs, stress good communication,
and generally accept existing institutional arrangements.” While the con-
trast is perhaps too simple, it is true that these two loosely defined
schools have lived for a long time in bitter opposition to one another.

Ideology as a Device
to Ease Situations of Strain

Many commentators have indicated that ideol-
ogies tend to flourish in situations in which there is a discrepancy between
a set of ideal standards and an actual state of affairs.3 Several studies of
the American business ideology lend some support to this view. Francis X.
Sutton, et al,, in a study of the American business creed, attributed the
tenacity of the free-enterprise myth among businessmen to various strains
in their roles; for example, their own ambivalence toward the phenomenon
of bigness in the Amcrican economy is smoothed over by a defiant reasser-
tion of the values of traditional free enterprise.? Sigmund Diafmond, in a
study of the treatment of American entrepreneurs in the press during the
past 150 years, argues that the pervasive tendency to deify leading business-

8 Arthur Kornhauser, Robert Dubin, and Arthur M. Ross, “Problems and View-
points,” in Industrial Conflict (New York: McGraw-Hill, 1954), pp. 18-19.
7 Robert C. Stone. “Conflicting Approaches to the Study of Worker-Manager
Relations,” Social Forces (1952-1953), 31: 117-124.
2592 ;7’]‘alcott Parsons, The Social System (Glencoe, Ill.: The Free Press, 1951), pp-
589674;’18 American Business Creed (Cambridge: Harvard University Press, 1956),
pp. 58-64.
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[Figures of employment, allocation of defense contracts, assets, etc.]
show clearly that a few large corporations are of overwhelmingly dispro-
portionate importance in our economy, and especially in certain key sec-
tors of it. Whatever aspect of their economic activity we measure . . . we
sce the same situation. Moreover, it is one which has been stable over a
period of time. The best evidence . . . is that the degree of concentration
has varied little for the three or four decades before 1947. . . .12

Some of the well-known consequences of the increasing size of firms
and increasing concentration of wealth and power are the tendency to
squeeze smaller, less efficient enterprises out of the market (the small retail
grocery store, which has suffered greatly at the hands of the supermarket,
is perhaps the most recent victim); the relatively great ability of the large
firm to accumulate large capital -reserves and to finance “lumpy” invest-
ments and large-scale research; and the tendency for competition among
very large firms to manifest itself in advertising, not pricing.

Less is known about the operative determinants of a firm’s investment,
production, and pricing behavior as it increases in size and control of the
market. We might suggest, however, that the active determinants in the
behavior of small firms with less or no control over the market are the
state of demand for their products and the availability of capital for them
to invest. As the size of the firm increases, its immediate capital problem
recedes more into the background; if the firm controls a portion of the
market, even demand ceases to be as active as a determinant in their
behavior. At such a point their production and pricing policy comes to be
more oriented to the behavior of other firms in the industry. Thus economic
behavior comes to reflect more and more the political relations among
firms. When the firm comes to be a super-firm (as in the case of General
Motors or General Electric), the most active determinant in its environ-
ment is neither the state of the market nor the behavior of other firms but
the attitude of the government, which may be interested in trust-busting,
regulating behavior, passing new tax laws, and so on.

Political Relations with the Immediate Economic Environment:
Consumers. The political relations between business enterprise and con-
sumers are manifested chiefly in market relations. Under conditions of
perfect competition neither the firm nor the consumer has power to control
price and output in the market. With the advent of the concentration of
economic power in the productive sector, however, this situation gives way
to an asymmetry which favors the producing unit. Whatever organized
resistance to this asymmetrical situation the consumers have been able to
muster in the modern complex economy has taken the following two forms:

1. Political agitation as consumers for regulation of prices and stand-
ards and control of unfair competition. This is not direct action on the
part of the consumers, but action through the formal govemmental
structure.

2. The establishment of consumers’ cooperatives to distribute goods
and services. Although the consumers’ cooperative movement has mani-

_ 12 “The Corppration: How Much Power? What Scope?” in Edward S. Mason
(ed.), The Corporation in Modern Society (Cambridge: Harvard University Press, 1959),
p- 88. For an analysis of the similarity of pattern of concentration between the United
States and Great Britain, cf. P. Sargent Florence, The Logic of British and American
Industry (London: Routledge and Kegan Paul, 1953), pp. 22-36.
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fested itself in almost every country, it has rarely been a significant eco-
nomic force.

Stockholders. In terms of the relations between productive firm and
stockholders, managers in recent times have consolidated political power at
the level of the firm. In 1932 A. A. Berle, Jr., and Gardiner Mcans (The
Modern Corporation and Private Property) sketched the main lines of this
consolidation. Their main thesis was that ownership of corporate property
and control of the firm’s economic decisions had been increasingly separated.
Before the mid-nineteenth century the political control of the business enter-
prise lay in the hands of the individual or small group who owned all the
property used as capital in the enterprise. With the rise of the corporate
form, however, ownership was dispersed among stockholders only remotely
connected with the day-to-day management of the enterprise. Control of
the decisions within the corporation had come to rest more and more in
the hands of professional managers, whose actual ownership rights werc
minimal. Since the Berle and Means analysis, the power of the managers
has apparently become cven more marked. Eugene V. Rostow recently
summarized the current situation:

_The current prototype, increasingly, is that of a corporation with stock
widely scattered among individuals, investment trusts, or institutional
investors, who faithfu]ly vote for the incumbent management, and rcso-
lutely refuse to participate in its concerns. In such companies, the stock-
holders obey the management, not the management the stockholders.
Most stockholders of this class arc interested in their stock only as invest-
ments. The prevalence of this view makes it almost hopcless to expect

that the clectoral process can ever become anything more significant than
an empty. ritual.13

invole:rzrllmri We now turn to a more extended treatment of those political
in eroe ents of_ productive 'enterpn'ses that llaye recen{ed the most study
in oo tmlc soglology—re}atnons with labor. This great interest is traccable
thep 0 continual confict in labor-management relations and in part to
'€ sympathy that many social scientists (who are usually liberal) sustain
with the aims of organized labor.
" We shall bcglzn by outlining a number of structural variations in labor-
apagemept relations. The most advantageous way of dctailing these
;anatlons 15 to ask: In what other structures are the cconomic relations
etween labor and its employers embedded?

One of the typical forms of labor organization before the industrial
Te\'QIUtl’c’)n in England (about the mid-eightcenth century) was the “fricndly
society.” These clubs of workmen were interested in exercising political
influence over masters with regard to apprenticeship, wages, and the
:l“aht)’ of goods produced; but they served a number of other social func-
a’r?cn; S::)s well. They were repositories for workers’ savings; they were insur-
o c]ulC)]set!/is against death, illness, and the like; they were convivial drink-
magsters > nd above all they displayed a tendency to unite with the
o gi]ucntly with regard to the welfare of the industry as a whole.

jnendly society, then, was a kind of multi-functional organization,
standing in relative solidarity with the masters.

13 Eugene V. Rostoy “T .
Responsiblegs & Mon2 (cz,')' o(;) \th]?rgpa;;_dz _fg; '\’Vhat Ends is Corporate Management
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With the increasing separation of the worker from his capital and
his product during the years of the Industrial Revolution, the character of
trade unionism also began to change. During the first half of the nineteenth
century in Britain, more specialized unions—unions particularly interested
in wages and definitely opposed to the employing class—began to emerge.
These became the typical form of union in both Great Britain and the
United States in the nincteenth century.

In a variety of ways labor-management 1elations are fused with the
larger political structures of society. The extreme case of fusion is found
in totalitarian countries—such as Nazi Germany or the Soviet Union—in
which open and free collective bargaining over wage matters is ruled out,
and even gricvance procedure is carried out under a centralized political
rubric. In some instances the labor unions operate in part as an arm of
government and management interests; they may assist in educating and
disciplining workers.!* A less extreme (but sometimes similar) pattern is
found in many underdevcloped countries. While the govenments of these
countries are sympathetic to organized labor and enlist its political support
in principle, strong governmental controls over organized labor are fre-
quently and severely exercised in practice. “Compulsory arbitration is
widespread, strikes are sometimes forcibly broken, and union demands are
denounced by government leaders.” ' Still another variant of fusion with
political structures is found in countries with a portion of their major
industries nationalized (such as modem Great Britain). While the trade
unions in such countrics maintain their autonomy, they now deal with
govemnmental officials as managers. The whole situation in nationalized
industries is complicated, morcover, by the fact that the impetus to
nationalization frequently came from political parties which represented, or
had the full backing of, organized labor.!

Labor-management relations are sometimes profoundly influenced by
a fusion with particular ethnic groupings. The bitter antagonism and the
extraordinary degree of violence in the Pennsylvania mine disorders—known
as the Molly Maguire Riots—in the 1870’s can be traced in part to the
Irish origins of the mincrs.!” The peculiar character of labor-management
relations in the California agricultural system of contract labor can also be
traced in part to the domination of the labor force during different periods
by the Chinese, the Japanese, and the Mexicans—cach with distinctive
traditions of social organization and attitudes toward authority.’®

Finally, labor organizations are frequently fused with collective move-

14 For a sample account of labor-management relations in such countries, cf.
Matthew A. Kelley, “Industrial Relations in National Socialist Germany,” and Walter
Galenson, “Soviet Russia,” in Kornhauser, Dubin, and Ross (eds.), op. cit., pp. 467-
477 and 478-486; Emily Clark Brown, “Labor Relations in Soviet Factories,” Indus-
trial and Labor Relations Review (1957-1958), 11: 183-202.

15 Felicia J. Deyrup, “Organized Labor and Government in Underdeveloped
Countries: Sources of Conflict,” Industrial and Labor Relations Review (1958-1959),
12: 104.

16 For an account of the collective bargaining machinery in the British coal
industry after nationalization, cf. George B. Baldwin, Beyond. Nationdlization: The
Labor Problems of British Coal (Cambridge: Harvard University Press, 1955), pp-
63-69.

17]. Walter Coleman, The Molly Maguire Riots (Richmond, Va.: Garrett and
Massie, 1936), pp. 19-39.

18 Lloyd H. Fisher, The Harvest Labor Market in California (Cambridge: Har-
vard University Press, 1953 ), especially pp. 24-37.
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ments, such as anarchism, syndicalism, socialism, llonle-rqlc,dantl-cq]omsli
ism, and nationalism. This fusion has always charact’cnze‘ (ignt'me]n'd
Europe to a much greater degree than the Anglo-Saxon \\?rtl, an(d é:]
contemporary .times many of the nationalist movements o ’1e u1t1 :
developed areas are thoroughly entangled with the labor movements o
these countries.!? .

Closely related to the different structuring of labor-management
relations are the different forms that conflict between labor and manage-
ment can take. In a fairly exhaustive classification, Kornhauser, Ross, and
Dubin list the following tvpes:

I. Manifestations of organized group conflict (union-management con-
flicts).
A. In industry. . £
1. Interruptions of production—strikes, lockouts, and removal o
lant. .
2. pOrganized restrictions of output—work limitations, slow-downs,
sabotage, and unilateral changes of work standards, picce rates,
ete. .
3. Conflicts in contract ncgotiations, grievance cascs, dealings be-
tween foremen and stewards, etc., without work stoppages.
B. In the larger society.
1. Political opposition—local and national. o
2. Other community and social oppositions—conflicting pressures
on newspapers and radio, rivalries over recreational, cducational,
and other services for workers.
II. Manifestations of individual and unorganized conflict.
A. In industry—employee behavior. .
1. Unorganized withholding of effort, intentional waste and incffi-
clency, ctc.
2. Labor turnover and absenteeism. o ]
3. Complaints, friction, infractions of rules, and similar evidences
of low morale and discontent.
B. In industry—management behavior. )

1. Autocratic supervision and overstrict discipline and penaltics.

2. Unnecessary and discriminatory firing, layoffs, and demotions.

3. Unofficial speed-ups, etc.

- In the larger socicty.
Employee expressions of opposition in everyday talk, voting be-
havior, consumer choices, etc.

2. Owner and management expressions of opposition in use of po-
litical influence against unions, support of one-sided educational
and propaganda programs, ctc.0

VVhe];\df)entra] issue in the study of labor-n']anager.ncnt relations is this:
though Vecs' ;J_De rather than another form of industrial conflict appear? Al-
the stry tr) ittle research has been done on this subject, it is apparent that

cture of labor-management relations is crucial in determining the

19

of the A,(,:,eo_rge T. Daniel, “Labor and Nationalism in the British Caribbean,” Annals

171; erican Academy of Political and Social Science (March 1957), 310: 162~
s ]. Henry Richardson,

I , “Indonesian Labor Relations in their Political Setting,”
ndustzz:l“and Labor Relations Review (1958-1959), ;2: 516:]—78.(31[ &

SProblems and Viewpoints,” in Kornhauser, Dubin, and Ross (cds.), op. cit.,
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type of industrial conflict. Consider the following illustrations of this
principle: o A
1. In settings where central political control sharply limits the range
of conflict and where the political authorities appear to be capricious, in-
formal channels for handling grievances often develop. In a study of Soviet
grievance procedures, Janusz Zawodny descrihed such a situation:

It scems clear that the workers hesitated to claim their admissible
grievances. This was becausc formal agencies within a plant and the
members of these bodies were repeatedly able to make an about-face on
an issuc whenever politically convenient and to attach an invidious po-
litical label to a worker’s claim, the chosen manner of settlement, and the
outcome. The members of the formal agencies could circumvent the law
themselves in order to secure a satisfactory solution for the workers, par-
ticularly when such settlement could be used as an incentive. Conversely,
the same type of grievance could receive the reverse trecatment when a
display of “socialistic vigilance” was deemed necessary for “educational
purposcs.” 2

Such an atmosphecre of uncertainty discourages an open and literal presenta-
tion of gricvances. What settlements do occur seem not to rest immediately
on formal machinecry but rather on particularistic loyalties (friends, con-
tacts); “workers used formal agencies as an official scrcen for the exchange
of mutual assistance and the application of influence—these under the
acgis of unwritten mutual amnesty.” 22

2. Insofar as a labor movement is an adjunct of a political party, this
encourages the appearance of conflicts “in the larger society,” especially
electoral conflict, attempts to enact legislation favorable to one of the
parties in conflict, and so on.

3. Insofar as a labor movement is an adjunct of a revolutionary po-
litical movement, the use of the strike will be less for economic gain (as it
is in busincss unionism), and more for political attack against the con-
stituted authorities. In the ideology of communism and syndicalism, for
instance, the strike is avowedly a political weapon.

4. Limited evidence indicates that in some cases the appearance of
one form of conflict leads to a decline in other forms. K.G.J.C. Knowles
reports on rescarch on the British coal-mining industry, which suggests that
“irrespective of the differences between vears and the differences between
districts, if strike losses are high absenteeism. losses tend to be low and vice
versa.” Two factors probablv account for this effect: First, insofar as strikes
cost laborers both wages and savings, they cannot afford to be absent from
work during periods of collective strife; second, insofar as involvement in
strikes generally heightens worker solidarity, workers may come to the work
placc more frequently in order to be with other workers. The negative
relation betwecen different forms of conflict is, however, probably limited
to certain types of situations;-Knowles suggests that if labor unrest is very
acute, both strikes and absenteeism may be high.?3

21 “Grievance Procedures in Soviet Factories,” Industrial and Labor Relations
Review (1956-1957), 10: 553.

22 Jbid. For the devclopment of a network of informal contacts in the Sovict pro-
ductive sphere as well, sce below, pp. 83-84. :
23 Strikes (Oxford: Basil Blackwell, 1952), p. 225.
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5. The forms of labor conflict have displayed broad changes in the
history of Anglo-American unionism, and these changes are associated with
structural changes in unionism itself. It is possible to identify three broad
phases. Tirst, in the earliest stages of development of the labor force, con-
flict tends to take two forms—individual protest, in the form of high turn-
over, absenteeism, sabotage, irregular hours, and so on; and spontaneous
collective protests, such as mob violence, destructloq of maqhmery by
raids, and quickly-organized, chaotic strikes. The conﬂlct.rests in part on
the severe strains that industrialization brings to the working popu]ace; its
particular form of manifestation, however, rests on the f:}ct that in the ab-
sence of worker organization conflict is not institutionalized and therefore
appears in the form of individual cxpression or spontaneous group out-
bursts.2¢

Second, in the “middle period” of labor development, conflict alter-
nated between the use of strikes for economic gain and more dispersed
forms of conflict. This alternation, moreover, followed the busmess cxcle.
During the nineteenth century, for instance, labor agitation in the Ux}nted
States followed a rough cyclical pattern; “it . . . centered on economlng: or
trade union prosperity; only to change abruptly to ‘panaccas’ and politics
with the descent of "depression.” 3 During prosperity, when labor was
scarce, workers could use demands for wage increases and strikes effectively;
furthermore, they could finance union organizations and periods of .ldleness
more readily. During depressions these methods became less effective, and
workers turned to demands for protective lcgislation from the government
or to grandiose schemes such as cooperation to build a new economic
structure, ’ -

Third, in very recent times, “business unionism” has emerged. Unions
have tended to rationalize the conduct of the strike, reduce violence, dis-
cipline the workers, localize strikes, minimize secondary strikes, reduce un-
necessary damage to industry, and protect unions in the face of public
opinion. Much of the heat and emotion has disappeared from strikes, and
whatever revolutionary overtones strikes might once have had, they have
clearly diminished in mid-twentieth century. Peaceful collective bargaining
has become the standard form of conflict. Spontancity and violence appear
to be limited to the “unofficial strike” or “wildcat strike,” in which groups
pf workers not only feel grievances toward management but also feel they are
isolated or receiving the “run-around” from big unions or big government.*¢

) €cause the structure of labor-management relations partly deter-
mines the form of industrial conflict, it becomes difficult to compare the
rates of similar forms of conflict (e.g., the strike) in different structural con-
texts, Nevertheless, some revealing studies of the diffcrential incidence of

Industiy o Kerr, John T.
ndustrialism and Indygeri
200210, ndustrial

25 Selig Perlman, A H; ionism in the United States (New York:
Macmillan, 13937 n Tistory of Trade Unionism in the Uni

7). pp. 141-142, Perhaps the two most notable utopian movements were
the Grand National and the Knights of Labor. With the more permanent organization
of the AT L. beginning in the 1880's and 1990's, greater continuity came to the activity
of organized labor,

°6 Arthur M. Ross, “The Natural | listory of the Strike,” in Kornhauser, Dubin,
and Ross (eds.), op. cit, pp. 30-36; Alvin W, Gouldner, Wildeat Strike (London: Rout-
ledge & Kegan Paul, 1955), p. 95; for an account of the devclopment of unofficial strikes
after nationalization in the British coal industry, cf. Baldwin, op. cit., pp. 72-91.

Dunlop, Frederick H. Harbison, and Char]cslé\éoMycrs,
Man (Cambridge: Ilarvard University Press, ), pp.
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strikes over time and among industries have appeared. One of the clearest
Ndings is that by almost any measure—number of strikes, number of
Workers inyolved, or number of working-days lost—strikes seem to increase
' Prosperity and decline in depression.?” We have already inquired into
'€ Structural reasons for this phenomenon, Strikes also appear to display
>¢asonal varjation within a single year. In his study of strikes in Great
Britain between 1911 and 1947, Knowles found that strike rates peak in
.8y and August (months of highest economic activity, especially in build-
.8 when conditions of “prosperity” hold). A slight decline was observable
efore holidays, a decline that presumably reflects the workers’ increased
need for cash during these times.8 ' '
Asking if certain industries are more strike-prone than others, Clark
and Abraham Siegel conducted comparative research on strikes in
cleven nations. They found a high propensity to strike in mining and
Mantime-longshore industries; medium high in lumber and textile in-
ustries; medium in chemical, printing, leather, general manufacturing,
Construction, and food industries; medium low in clothing, utilities, and
Services; and low in railroads, agriculture, and trade. Their first explanation
©OfF this differential distribution lay in the integration of the industrial

WOrkers among themselves and with the larger society. As the authors
commented:

Kerr

(a) industries will be highly strike prone when the workers (i) form a
relatively homogeneous group which (ii) is unusually isolated from the
general community and which (iii) is capable of cohesion; and (b) in-
dustries will be comparatively strike free when their workers (i) are in-
dividually integrated into the larger society, (ii) are members of trade
groups which are coerced by government or the market to avoid strikes,
or (i) are so individually isolated that strike action is impossible.2®

Their second explanation, which fortifies the first, is that the isolated in-
dustries will tend to draw tough, combative workers because of the un-
Pleasant, unskilled, and seasonal character of these industries. )
The clustering of industrial disputes over time and among industries
leads to the question of the causes of strikes. But we must first distinguish
between the issues about which strikes are fought and the underlying condi-
tions that give rise to them. The two are not always the same. Among the
overt reason given in modern times for strike action and grievances, Charles
Myers has distilled out the following four: (1) unfair or inadequate levels
of wages; (2) unstable and irregular employment; (3) arbitrary and capri-
Clous management action—e.g., in discharging workers, in flouting union
regulations; and (4) inadequate employee status and recognition.?® Why
one issue rather than another dominates a strike is a subject of interest,
but the issue does not always reveal the cause. As Stanislas Wellisz puts it,
“a number of strikes seemingly caused by wage disputes are really due to
other factors, and wage demands are merely used as a rallying cry.” 3t
Among thesc “other factors,” what are the most salient?

27 Albert Rees, “Industrial Conflict and Business Fluctuations,” Journal of
Political Economy (1952), 60: 371-382; Knowles, op. cit., pp. 145-150.
28 Knowles, op. cit., pp. 157-160.

20 “The Interindustry Propensity to Strike—an International Comparison,” in
Kornhauser, Dubin, and Ross (eds.), op. cit., p. 195.

30 “Basic Employment Relations,” in ibid., p. 323.
31 “Strikes in Coal-Mining,” British Journal of Sociology (1953), 4: 355.
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The fundamental causes of labor disputes can be divided into two
classes: (1) permissive conditions, or the absence of obstacles to the ability
to strike, and (2) sources of active unrest among the workers. Among the
first the presence of labor organization is a strong encouragement to usc
the strike as a weapon; otherwise conflict is more likely to appear in individ-
ual or spontaneous group form. Furthermore, an organization in an isolated
setting has even more striking power than one subjected to cross-pressurcs
in a pluralistic community. In addition, the financial strength of workers’
organizations is a major permissive factor; strikes occur with much greater
frequency during periods of prosperity. Finally, strikes arc more frequent
when the government allows this type of expression, and less frequent when
the government represses them, as in totalitarian states or in periods of
national crisis.

As to the sources of active unrest among workers, we are confronted
with a number of approaches that are the source of much controversy and
confusion. Among the major competing explanations are the following:

1. The “economic advantage” school, which maintains that labor
unions are “in business” and attempt to maximize the wage gains of their
members.32 . .

2. The “job sccurity” school, which is a variant of the economic ad-
vantage school. It focuses on the desires of workmen to protect the condi-
tions of their work in the long run rather than on short-term wage gains.

3. The “class warfare” (or Marxist) school, which attributes worker
unrest to the fact that the working classes suﬁter from systematic exploita-
tion at the hands of the capitalists. This position has been stated in mod-
ified ways by various socialist historians of the Ial?or movement,

4. The “political” school, which emphasizes political conflict be-
tween unions and management over the recognition pf unionism and col-
lective bargaining, jurisdictional disputes among unions, intcrnal leader-
ship rivalries, and the influence of communism in unions.*s

5. The “human relations” school, which is associated with the indus.
trial sociology of Elton Mayo and his followers. Broadly speaking, this
school traces basic dissatisfactions among laborers to the breakdown of
Primary groups among workers and the lack of communication and under-
standing between management and workers.*®

Economic sociologists are currently at loggerheads over the relative
merit of the basic causes of strikes. The strongest cvidence for any one

32 This position has been argued by John T. Dunlop in Wage Determination
under Trade U]r)u'ons (New York: Alglgustus M. Kelley, 1950). 8 mind

33 This school is associated with the name of Selig Perlman, whe argued his case
first in A Theory of the Labor Movement (New York: Macmillan, 1928).

84 For a critique of the explanatory powers of this position with respect to the
behavior of the British workers in the Industrial Revolution, cf. Neil ]J. Smelser, Social
Cg’gln?ggirz the Industrial Revolution (Chicago: University of Chicago Press, 1959), pp.

35 Arthur M. Ross and Donald Irwin, “Strike Experience in Five Coyptri 27-
1947: An_Interpretation,” Industrial and Labor Relations Review (1923?1.3)85'11)9 4:
32 3-342. Ross argues his case at greater length in Trade Union \Wage Policy (Bcrkc:lcy:
Unlvcrsn;tgflothalifornia Press, (}9\4‘? =l‘ . Wh P

36 John T. Dunlop an illiam Foote vte, “Framework for is of
Industrial Relations: TwoPViews,” Industrial and Labor Relations Reviewﬂ(lﬁglzgillyélssO),
3: 383-401; Louis Schneider and Sverre Lysgaard, ** ‘Deficiency’ and ‘Conflict’ in Indus-

gr(;'a]mSocio]ogy," American Journal of Economics  and Sociology (1952-1953) 12:
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school is the plausible interpretation of one or several cases of industrial
conflict. Surely the appropriate strategy at this time is to abandon the al-
most ideological positions that have crystallized around these schools, and
investigate the specific conditions under which each kind of cause is most
likely to be the active one in the genesis of strikes.

What are some of the ways of preventing industrial disputes from
flaring into open conflict? In the relations between workers and managers
themselves, management attempts to break strikes in the early stages of
industrialization (through violence against unions, use of spies, use of paid
agitators) have given way, especially since the late 1930’s, to more moderate
tactics—such as reliance on collective bargaining, and use of “better human
relations programs, persuasion, and carefully chosen concessions.” %! Col-
lective bargaining, in fact, has become the major vehicle for settling indus-
trial disputes in modemn times. On matters that arise during the time that
elapses between major collective-bargaining agreements, grievance ma-
chinery has been very widely cstablished; for matters of relatively minor
concern, programs of “union-management cooperation” have made some
headway.*®

Several methods of preventing or minimizing the effects of industrial
conflict involve the intervention of third parties. The most extreme form
is direct government legislation or decree, which simply outlaws certain
types of disputes; laws against strikes in the military and dccrees against
strikes in periods of national emergency are examples. The indiscriminate
use of these extreme powers throughout a free economy, however, is not
feasible. Nationalization, or intervention by assuming ownership of industry,
does introduce a new principle of profit-sharing and thus possibly reduces
some of the economic reasons for disputes; but those disputes arising out
of work conditions, unemployment, and authority relations still occur.®®
More modest forms of third-party intervention are mediution and arbitra-
tion, both of which have been widelv emploved in the United States, but
neither of which has proved to be without unanticipated problems in
settling disputes.i°

Finally, what have been the consequences of recent industrial ‘con-
flicts? We may divide this question by considering the specific economic
costs and consequences and the more écneral social consequences.

Since the middle 1920's a greater percentage of individual workers
has been involved in strikes (largely because of the increasing size of
unions); however, the shortening of strikes has diminished the loss of work-
ing time per worker. In ratio terms, the United States has suffered a greater
proportion of lost working time through strikes than Sweden, Canada,
Australia, or Great Britain. Even so, the total man-davs of idleness through
strikes in the United States between 1927 and 1955 (excluding work stop-

33537 Ross Stagner, Psychology of Industrial Conflict (New York: Wiley, 1956),
p- .

3% John T. Dunlop and James ]. Healy, Collective Bargaining, rev. ed. (Home-
wood, IlL.: Irwin, 1955), pp. 53-64; Van D. Kennedy, “Grievance Negotiations,” in
Komhauser, Dubin, and Ross (eds.), op. cit., pp. 280-291; Robert Dubin, “Union-
Management Co-operation and Productivity,” Industrial and Labor Relations Review
(1948-1949), 2: 195-209. :

30 T, E. Chester, “Industrial Conflicts in British Nationalized Industries,” in
Kornhauser, Dubin, and Ross (eds.), op. cit., pp. 454-466.

40 Edgar L. Warren, ‘‘Mediation and Fact Finding,” and Irving Bernstein,
“Arbitration,” in Kornhauser, Dubin, and Ross (eds.), op. cit., pp. 292-312.
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pages in industries not directly involved) was considerably less than the
man-days lost through unemployment in 1933 alone.*! On the other hand,
Neil Chamberlain and Jane Schilling have shown, by a careful analysis,
that the impact of a strike on consumers and suppliers, among others, some-
times “constitutes the most important effects of a strike,” more important
certainly than the number of man-days lost.#? Of course, to calculate when
a strike costs the public more than it costs labor to forfeit the right to strike
effectively poses enormous empirical and ethical problems.

The impact of union activity on wages can be discussed under two
headings—genera] inflationary effects and labor’s relative share of income.
Apparently, unions augmeni inflationary tendencies. Their cmphasis on
full ~employment as a political issue has an indirect inflationary effect. In
addxgion, if wages increase disproportionately to increases in workers’ pro-
du_ctlvity—and if business compensates for this disproportion by raising
prices—inflation results. Finally, insofar as unions are able to resist wage
decreases, they augment the tendency toward high wage and price levels.$3

How does union activity affect labor’s share of national income? In
cases where increased wages can be passed on to higher prices, the laborer’s
gain 1s negligible. In cases where full-emplovment policies lead to a rising
cost of living, labor suffers, for it engages in a “chasing” relationship with
rising Prices. With regard to wage differentials between unionized and
non-unionized workers, it is likely that union activity can raise the relative
level of unionized workers’ wages for a period, but over time the wage levels
of othprs rise as fast (and in some cascs faster, if demand conditions for un-
organized labor are tight). In some industries labor can restrict labor supply
and thus keep wages high. Finally, labor can agitate for governmental tax
and welfare measures that redistribute income generally in favor of the
lower-income groups; in England this political activity has accounted for
almost all the redistributive effects in the past several decades.* From these
counteractive effects of labor activity we conclude that in recent times the
net effect of labor activity on its own share of income has been small.

With regard to the larger social conscquences of mdustrgal conflict,
the prima facie conclusion is that the less the amount of conflict, the less
the negative consequences for society. Some observers stress, however, that
industrial conflict through controlled channels has stabilizing functions,
As Clark Kerr argues,

[Industrial conflict] assists in the solution of controversics, it may re-
uce intergroup tensions, and it may bensﬁt the \’\"orkcr'b,\" balancin
management power against union power. “Tactical” mediation can rc.
duce aggressive industrial conflict by decreasing irrationality, by removin
nonrationality, by aiding in the exploration of solutions, by abetting the
parties in making graceful retreats, and by raising the cost of conflict, byt
Its gencral contribution cannot be large; “strategical” mediation, or the

1 Ross and Irwin, “Strike Experience in Five Countrics,” op. cit., pp. 330-33¢;
Tzlsel‘, Ross, and Dubin, “Problems and Viewpoints,” op. cit., pp. 7-8.

i The Impact of Strikes (New York: Tarper, 1954), pp. 241-253.

it ? Lloyd G. Reynolds, Labor Economics and Labor Relations, 3rd ed. (Englewood
s, N. .. Prentice-Hall, 1960), pp. 314-316.

“Trade.Uni. Summary of rescarch and discussion of this intricate issuc, cf. Clark Kerr,
27 9r212<(.‘)~2l1nxonnsm and Distributive Shares,” American Economic Review (1954), 44.
L b— g Sumner H. Schlicter, “Do the Wage-Fixing Arrangements in the American
3;70§4I>,Iarkct Have an Inflationary Bias?” American Economic Review (1954), 44,
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structuring of the environment, on the other hand, can effect major
changes. It involves the better integration of workers and employers into
society, the increased stability, the development of ideological com-
patibility, the arrangement of secure and responsive relationships among

leaders and members, the dispersion of grievances, and the establishment
of cffective rules of the game.45

Political Relations
between Economic Units and Government

Among the major influences on the functioning of
the economy are the relations between economic units and government.
But a language for comparing different institutional arrangements with
respect to these relations is poorly developed. The time-worn labels,
“capitalist,” “socialist,” “communist,” are unsatisfactory for many purposes.
They overlook many midway cases (Is Great Britain capitalist or socialist?);
they fail to catch colonial economies and highly traditionalist economies
in their net (except by such stretched references as “primitive communism”
or the “imperialist phase of capitalism”); worse yet, thesc terms are ideo-
logically loaded. ‘

One promising typology, however, stems from Bert Hoselitz’ effort to
compare and contrast the political dimensions of economic growth. Hose-
litz mentions three fundamental polarities in describing the relations be-
tween government activity and economic activity:

. 1. Is the government engaged in expansionist activity—i.e., incorporat-
ing new territory and economic resources—or does it rely on the intrinsic
productive resources of the existing political unit? The United States from
1830 to 1890 was clearly expansionist; Denmark is clearly intrinsic.

2. Is the political unit dominant over its own territory, or is it satel-
litic to some outside political unit? France and Germany in the nineteenth
century were dominant; many colonized areas and Eastern European coun-
tries at present are satellitic. .

3.-Does the political unit allow economic activity to proceed in an
- autonomous way, or does it attempt to induce cconomic activity? Great

Britain in the late cighteenth century is an autonomous case; the Soviet
Union from the late 1920’s to the present is an induced case.®

Hoselitz' concepts are more value-free than “capitalism,” “socialism,”
and so on, and they include more types. Yet his scheme necds further re-
finement. Inducement, for instance, can take many forms; it can involve
direct government ownership and day-by-day control (as in many commu-
nist countries); it can involve government ownership and only general
policy control (as in the case of British nationalism); or it can rely on
indirect influences, such as monetary and fiscal policy. Satellitic relations,
"again, may involve only economic dominance (as in the case of American
influence on many Latin American countries), or it may involve territorial
dommgnce as well (as did British, French, and Dutch colonialism in the
late nineteenth and early twentieth centuries). In short, the comparative
analysis of the relations between governments and cconomics is in need of
refinement and elaboration of the dimensions to be uscd for such analysis.

3 “Industrial Conflict and its Mediation,” American Journdl of Sociology (1954~
1955), 60: 230-254.

35«; 1s.;)ciological Aspects of Economic Growth (Glencoe, I1l.: The Free Press, 1960),
pp. 85-114.
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Much of the recent discussion of political-economic relations has
focused on developments in the contemporary United States. As is well
known, our society has a strong tradition of cconomic individualism and
government non-intervention; hence governmental regulations in economic
life are bound to be viewed with ambivalence. Thus, while many aspects of
the contemporary situation are clear and well understood, much of the
discussion is shrouded in confusion and controversy. .

The classical laissez-faire period of the nincteenth century is over. The
government, especially the federal government, has capitalized on the
possibilities of constitutional intervention. Its activitics include assistance,
P"OD}OtiOn, management, regulation, operation, and manipulation of eco-
nomic activity. These activitics extend into many comers—agriculture, old
age, labor-management relations, workmen’s compensation, commerce and
busmqss, natural resources, defense, and so on. Furthermore, the reasons
for this growth of governmental power over the cconomy are fairly clear;
it has becn encouraged by the increasing need for coordination as the
cconomy and social structure grow more complex, and by the increasingly
thory problem of sccuring justice and equality in the face of bigness. In
addition, the past 50 vcars have been vears of almost uninterrupted crisis—
VVor]d. War I, the Great Depression, World War I1, and the Cold War—
all ca]r]mg for a high level of collcctive mobilization of resources.

I'wo features of these broad trends, however, are empirically unclear
an'd are clouded by very strong feelings. The first feature concerns the im-
plications of incrcésing' governmental regulation for the traditional Ameri-
can valucs of individualism, cqualitv of opportunity, and so on. Are we
losing the frontier spirit? Docs government welfare encourage passivity and
lack of ambition? Arc business and personal incentives destroved by high
levels of taxation? Such questions arc the subject of heated and continuous
dcbat‘e‘ Yet so far as | know, not one systematic attempt cven to refine these
questions, much less to investigate them empirically, has been made.

The second feature concerns the degrec of business influence over the
government. One school of thought, advanced by the late C. Wright Mills,
a]rgucs that political power has become increasingly concentrated in recent
l(rg‘;)ao(lfz "t] 5110‘ United Statcs, and that the holders of powcr and makers of
offieial. :17 Tlcqnsno_ns are a small group of corporate executives and mrl::ary
addition, s view has been .cha]lcngcd on mcthodologlca! grounds.** In
social an.a;)!)posmg Interpretations ].mvg been offered. For instance, some
ernment h)'§t§ have argucd that while it may be true that the federal gov-
influcnce 03'5 m]crease(l in absolute and even re]atn:c power, the sources of
(say) in th‘e c; the government have become morg diversified than they were
munitics 5 ate ninetcenth century, when the business and financial com-
the aore Ppcared to occupy their strongest position of power relative to

government.# The resolution of this controversy is at best a complex

47 Sce Mills' The Power Eli : ersity 1

, Clite (New York: Oxford University Press, 1956), and
The ngﬁs of World \Var HT (New York: Simon and Schuster, 1958). )

S o.bcrt A. Dahl, “A Critique of the Ruling Elitc Model,” Ainerican Political
cxenciDRg\'ten-.(]‘)SS), 52: 463-469.

Copten l'?r different” versions of this latter view, cf. John K. Galbraith, American
Coi Rs,'"- The System of Countervailing Power (Boston: Houghton-Mifflin, 1952);
David D,cs},)“m,, Nathan Glazer, and Reuel Denney, The Lonely Crowd (Garden City,
N uus 1(-(.]3’“. }?;4)' Pp. 246-258; Talcott Parsons, “The Distribution of Power in
Ame P(,Zl;s, 109(&(3;: ) [;n ]ggilzcg;m and Process in Modern Societies (Glencoc, 11.: The

56

the economy and other social sub-systems



one. That neither corporate wealth nor private income has become notice-
ably more concentrated (the latter has become less so) in the last five
decades argues against Mills” position. The risc of big unionism and the
maintenance of a strong agricultural bloc supports the pluralist rather than
the elitist interpretation. On the other hand, the peculiar concentration of
business and military power—occasioned by the enormous defense budget
since the beginning of World War II—had a significant short-term impact
on political decision-making.

Another issue in economic sociology concerns the character of business
control over the political sphere at the local community level. Certainly
in some types of community—such as the company town or the onc-industry
town—we would expect to have strong economic domination of political
life. But in other tvpes of communities—the sprawling metropolis, the
suburban commuter town—we would cxpect to find a much more complex
picture than domination by economic interest. In a boom town we would
expect to find hardly any independent political sphere at all, except for an
informal proliferation of vigilante justice.

The empirical resecarch on economic controls over local politics shows
a mixed picture. In a study of a southern community, Floyd Hunter found
that the major decisions were guided by a small group of economically
dominant individuals.®® Delbert' Miller, however, found conflicting evi-
dence. Investigating the Hunter hypothesis that “business men (manu-
facturers, bankers, merchants, investment brokers, and large real estate
holders) exert predominant influence in community decision-making,” he
compared the composition of “top influentials” in an American and
English city, both similar in size to Hunter's metropolitan community.
These influential citizens were dominated by business, but in the American
city (located in the Pacific Northwest) and in the English city labor and
cducational elites were more significantly represented than in Hunter's
city.”* In a study of a Midwestern community, Robert Schulze found that
over a 100-vear period there emerged a tendency for a “withdrawal of the
cconomic dominants from active and overt participation in . . . public life.”
Schulzc attributed this change in part to the increasing control of economic
affairs of the community from outside the community, leaving the running
of local social and political affairs to “a group of middle-class business and
professional  people, none of whom are in cconomically dominant
positions.” 32

Relations between the Economy
and Solidary Groupings

Kinship refers to that complex of social relations
that are calculated on the basis of the biological fact of birth and social
fact of marriage. The family—and somctimes as the extended kinship unit
(including grandparents, grandchildren, uncles, aunts, and cousins)—is the
focus of some of the individual’s most cohesive social tics. We shall con-
sider kinship, then, as a first example of a solidary grouping.

1953) 70 Community Power Structure (Chapel Hill; University of North Carolina Press.
53). '
31 “Industry and Community Power Structure: A Comparative Study of an” Amer-
ican and an Lnglish City,” American Sociological Review (1958), 23: 9-15.
52 *“I'he Role of Economic Dominants in Community Power Structure,” American

Saciological Review (1958), 23: 3-9; also Ted C. Smith, “The Structuring of Power in
a Suburban Community,” Pacific Sociological Review (1960), 3: 83-88.
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A second example of a solidary grouping is the ethnic group. In the
United States, according to the Handlins’ definition, “the cthnic group . . .
is a loose agglomeration of individuals, aware of a common identity and
organized in some degree in voluntary associations, which transmits a
definable social and cultural heritage from generation to generation.
The ethnic group is closely related to kinship, for “within [thc cthnic
group] the family plays an important role, for it is through the family
that ethnic influences are extended in time.” % In the United States,
as elsewhere, the distinguishing characteristics of ethnic groups are color,
national or regional origin, religion, or some combination of these.

Kinship Groupings

We find a rough structural congruence between
type of family structure and type of economic activity. In an analysis of
549 cultures included in the “World Ethnographic Sample,” Nimkoff and
Middleton found the following associations:

The independent family system tends to predominate in hunting and
gathering societies, the extended family where there is a more ample and
secure food supply. The extended family system tends to be associated with
social stratification [of property], even when subsistence pattcrns arc
held constant. . . . The modern industrial society, with its small inde-
pendent family, is . . . like the simpler hunting and gathering society
and, in part, apparently for some of the same reasons, namely, limited need
for family labor and physical mobility. The hunter is mobile because he
pursues the game; the industrial worker, the job.54

One pervasive feature of tribal and peasant societies—whether the family
system is independent or extended—is that economic roles tend to be sub-
ordinated to an individual’s position in kinship roles. Specific economic
duties are assigned to children up to a certain age, others accrue to him
at adp]escence, others at marriage; some are taken from him at the marriage
of his son, and so on.® In modern society such age and sex regulation of
€conomic activities persist in more limited forms (e.g., we exclude very
young children from work and we expel old persons from economic roles -
through retirement).

These structural features of kinship and economic lifc are very
general. How, more specifically, does kinship affect the course of economic
life, and how is it affected by it? Or, otherwise, with reference to economic
life, in what senses is kinship an independent variable, and in what senses
a dependent variable? ] .

Kinship structures encourage certain kinds of cconomic activity.
The Japanese family system, for instance, through the rulf: of primogeni-
ture, forced younger sons to leave the country for the city, where they

83 Oscar IHandlin and Mary F. Handlin, “Ethnic Factors in Social Mobility,”
Explorations in Entrepreneurial History (October 1956), 9: 1.

54 M. F. Nimkoff and Russell Middleton, “Types of Family and Types of Econ-
omy,” American Journal of Sociology (1960-1961), 66: 215-225.

55 For two case studies of the intimate association between kinship roles and
economic roles, cf. Meyer Fortes, The Web of Kinship among the Tallensi (New York:
Oxford University Press, 1949); Conrad M. Arensberg and Solon T. Kimball, Family
and Community in Ireland (Cambridge: Harvard University Press, 1940).
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became possible candidates for factory labor.5® A study of primogeni-
ture in rural Ireland suggests that younger sons provided some candi-
dates in the migration of young Irish males from the land.5" In quite
another economic context—commercial shipping—Bemard Bailyn has

‘argued that:

Kinship goes far in explaining the initiation of overscas trade in New
England [during the seventeenth centuryl and the recruitment of the first
New England merchants. Study of the family relations [especially intra-
marriage] in the second and third generations reveals the consolidation of
these early mercantile families. And in the kinship ties secured between
the established merchants and the post-Restoration commercial adven-
turers one may observe the final construction of the merchant group.58

Several counter-examples show a dampening influence of kinship on
economic activity. David Landes has argued that the peculiar structure of
the French business family has kept the typical firm small and thus inhibited
economic growth. Specific features of family life are the refusal to go out-
side the family circle for acquiring capital (for this would mean a loss of ex-
clusiveness), a hesitation to separate family budgeting from business budget-
ing (which impedes rational bookkeeping), and recruitment into the firm
on grounds other than business ability.? In his study of the Chinese family,
Marion Levy isolated the factors of particularistic favoritism and functional
diffuseness as characteristics of Chinese kinship that constituted barriers to
industrialization.

From these cases we conclude that kinship sometimes encourages and
sometimes discourages certain economic activities. But we need to know
the conditions under which a given type of kinship structure will facilitate
or obstruct a given type of economic activity. This requires a systematic
typology of kinship structures, a systematic typology of economic struc-
tures, a statement of conditions and controls to which both types of struc-
tures are subject, and a vast body of comparative research.

Much recent literature on the family as a dependent variable vis d vis
the economic activity of a society has centered on a single question: What
has been the impact of industrialization on the modem family, especially
the American family? This question, like that concerning the dominant
political influences in modern American society, is shot through with con-
fusion and controversy.

One school of thought argues that the American family has de-
teriorated under the impact of urban industrial life. Reasons for this position
include the increase of divorce in the West during the past century, the
decline of parental authority, the decline of deep emotional relations
between the spouses, the deleterious effects of unemployment -on family

58 James C. Abegglen, “Subordination and Autonomy Attitudes of Japanese
Workers,” American Journal of Sociology (1957-1958), 63: 181-189.

57 Arensberg and Kimball, op. cit., Chapters VI, VIII.

58 “Kinship and Trade in Seventeenth Century New England,” Explorations in
Entrepreneurial History (May 1954), 6: 197-206.

59 “French Business and the Businessman: A Social and Cultural Analysis,” in

1;,.34Méslgarle (ed.), Modern France (Princeton: Princeton University Press, 1951), pp.

80 The Family Revolution in Modern China (Cambridge: Harvard University
Press, 1949), pp. 350-365.
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life, and the rise of delinquency. All these, it is commonly asserted, arc
signs of deterioration; this deterioration, moreover, is intimatcly associated
with the encroachments of the urban-industrial wav of life.®!

There are two alternative formulations to this thesis. The first,
associated with the name of Talcott Parsons, argues that while it is true
that the modem American family has undergone fundamental changes—
indeed, changes connected with urbanization and industrialization—it is

. erroneous to refer to these familial changes in terms of “disorganization.”
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Rather, the family has become a more specialized kind of structurc in
several senses. True, the family has lost some of its functions (such as
producing economic goods and services as a cooperative unit, educating its
children at formal levels); but it has become the more exclusive guardian
of qther functions (specifically, socializing the very young child and pro-
viding a setting for emotional tension-management for adults). In addition,
the toles of the husband-father and wifc-mother have become more
specm!izcd relative to one another. That is, the man has become the more
exc]ugnvc performer of the “instrumental” (extcrnal, income-gencrating)
functl.ons of the family, the woman of the “expressive” (social-cmotional)
functions. These new structural features of the family, Parsons argues,
signify the opposite of disintegration; thev show a nuclear family that is
more effective than its predeccssor in socializing children for adult roles in a
modern urban-industrial complex.5?

The other alternative formulation is that the family has not changed
as radically as argued in the “pessimistic” approach. Fugene Litwak has
suggested that while the demands of the modern occupational structure
make for high family mobility, this has not destroyed the extended family.
In fact, ) Litwak asserts that “because technological improvements in
communication systems have minimized the socially disruptive forces of
geographical distance, and because an extended family can provide impor-
tant axfl to nuclear families without interfering with the occupational
S_vsten?,’ a sort of “modified extended family” has survived into the mid-
twentieth century. Litwak attempts to buttress his assertions with studies of
VIsIting patterns in large citics.’

. In sum, we are unable definitcly to asscss the exact impact of urban-
mdustng! life on the family. At prcsént, we can scttle only for a period of
competition among assertions about very general trends.

'An analysis of family structure does illuminate two important eco-
nomic phenomena—the problem of female participation in the labor force
and léhe problem of the aged. In general, women display a higher tumover
1ate in emplovment than men; thev enter casual and temporary employ-
ment more frequently; they cluster disproportionately in occupations such
as nursing, teaching.‘and secretarial and clerical work. Furthermore, their
level of participation is closcly associated with age and marital status. A

. ”“f For variants on the position, see W. F. Ogburn, “The Family and Its Func-
tions, in Presidents’ Research Committee on Social Trends, Recent Social Trends in
the United States (New York: McGraw-Hill, 1933); Emest W. Burgess and Harvey J.
Locke, The Family (New York: American Book, 1950).
82 Talcott Parsons, Robert F. Bales, et al., Family, Socidlization and Interaction
Process ( glcncoc, NL: The Free Press, 1955), Chapter I. .
8 “Occupational Mobility and Extended Family Cohesion,” and “Geographic
g't‘;}])lh;gsar}% 4Extcndcd Family Cohesion,” American Sociological Review (1960), 25:
-21, 385-394.
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high participation rate is evident in the late 'teens and early twenties. A
severe drop in “participation characterizes the child-bearing years, but
about age 30 the rate of participation begins to climb rapidly again.®

Clearly these features of female employment arc largely a function
of the contemporary American family structure. Because of the woman'’s
primary responsibility for young children, her participation rate slumps
in these years. Because slie is subject to the demands of home, and because
she is absent from the labor market for a number of vears, she cannot
pursue a straight career line as easily as can a man; hence the tendency to
enter part-time, less enduring emplovment. In addition, the long-term
upward trend in female labor-force participation may be related to the fact
that the family has lost some of its cducational functions to nursery schools
and schools. During the years that these structures “take over” responsibility
for the children, women have become “frec” to enter employment outside
the home. Finally, since women enter quasi-maternal and supportive occu-
pations (nursing, teaching, social welfare, secretarial-clerical), a continuity
exists between familial and occupational roles.*>

With the increasing life expectancy associated with the development
of modern medicine, combincd with the institutionalization of retirement,
the problem of the unemployed aged has become increasingly severe. Not
only are the unemploved aged (especially widows) subject to economic
deprivation, but they are often victims of painful adjustments to isolation
and loss of identity.o®

The isolation of the aged is in part a function of the kinship organi-
zation of the modern Western world. One of the broad trends in the
development of the urban-industrial family is its increasing mobility and
its tendency to be mobile as a two-generation unit—parents and their young
children. Oldsters are left behind; they no longer have a distinctive kinship
role.%” This contrasts with more traditional family structures, in which the
aged continued to have a meaningful role, sometimes highly venerated.
In such systems of kinship, social security and “medical care for the aged”
are less necessary. The need for such welfare measures for the aged, then,
reflects not only the economic status of the aged, but the absence of
significant membership in a kinship unit that will be responsible for care
and sustenance of its aged.

64 For data on these regularitics, cf. National Manpower Council, Womanpower
(New York: Columbia University Press, 1957), pp. 65-70, 125-135, and 241-250;
Thomas A. Mahoney, “Factors Determining the Labor-Force Participation of Married
Women,” Industrial and Labor Relations Review (1960-1961), 14- 563-577; Harold L.
Wilensky, “Work, Careers, and Social Integration,” International Social Science [ournal
(1960), 12: 543-560.

65 Even in the medical profession, women doctors tend to specialize in pediatrics,
child psychiatry, and other specialties associated with the welfare of children.

66 Philip M. Hauser, “Changes in the Labor-Force Participation of the Older
Worker,” American Journal of Sociology (1953-1954), 59: 312-323; Peter O. Steiner
and Robert Dorfman, The Economic Status of the Aged (Berkeley and Los Angeles:
University of California Press, 1957), pp. 1-66, 146-152. One of several attitudinal
studics of the aged about retirement is found in Eugene A. Friedmann and Robert J.
Havighurst, et al., The Meaning of Work and Retirement (Chicago: University of
Chicago Press, 1954).

87 We should not underplay, however, the widesprcad use of grandmothers and
other older women in the care of the young children of the wife who works or who is
otherwise occupied.
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Ethnic Groupings
History provides many instances of the fusion

between membership in an ethnic group and membership in an economic
role. Perhaps the most familiar is that found in the pattern of American
immigration. Roughly speaking, migrants throughout the past 150 years
have filled the lowest economic rung—unskilled labor—upon arrival, only
to be displaced “upward” by the new waves. A striking example of these
waves of ethnic succession is found in the agricultural labor market in

California:

The Chinese have disappeared. The Japanese, once prominent, have
for the most part moved into some typc of land proprietorship, or into
commercial occupations. . . . The great bulk of the casual work force
in agriculture is Mexican and native white. In certain crops, notably
asparagus and lcttuce, the Filipino is prominent. Since the war Negrocs,
originally attracted by the shipyards and aircraft factories as much as by
cotton, have become increasingly important in the seasonal agricultural
labor force.%8

Although cthnic groups in the United States have remained at the
very lowest economic rung for only a short time, they have moved upward
economically at different rates. Four factors determine the relative speed
of ascent:

1. Economic conditions of demand. The risc of the Negro during
World War II and the postwar prosperity has resulted in large part from
Increased economic opportunitics throughout the occupational structure.

2. The interndl resources of the ethnic group itself, both financial and
sociocultural. Thus the Jews, Greeks and Armenians, with a much
more highly developed commercial tradition than the Polish, Irish, or
Italian peasant, possessed an initial advantage in terms of capital and
commercial skills. Also, the pattern of kinship and community loyalties of
the Irish male fitted him particularly for the talents required in American
political party life, in which the Irish have been notably successful.

3. The continuing strength of particularistic ties. Once an inroad on
a new, higher-level occupational rung is made by a given ethnic group, Fhf
successful few will allocate their new talent and resources to “bring in
people of their own kind to reap the advantages. This particularistic
pressure applies in varying degree to every ethnic group. ’ )

4. The degree to which the ethnic group is “held back” through dis-
crimination by the majority group. Every ethnic minority has experienced
some discrimination; but for the Negro this has been most extreme. Hence
the Negro is consigned to the ranks of manual labor and servant work, and
Is underrepresented in professional, business, and clerical occupations.®

. Discrimination rests on two bases—direct, in which employers’
resist employment of Negroes because they are Negroes; and indirect, when

88 Fisher, op. cit., p-6.

89 St. Clair Drake and Horace R. Cayton, Black Metropolis (New York: Harcourt,
Brace, 1945), pp. 214 ff.; Donald Dewey, “Negro Employment in Southern Industry,”
Journdal of Political Economy (1952), 60: 279-293; for an account of Negro advances
in the acquisition of property during the past century, cf. E. Franklin Frazier, Black
Bourgeoisie (Glencoe, Il.: The Free Press, 1957), pp. 29-51.
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employers refuse to hire Negroes because they ate less technically qualified
for employment—which usually means that they have experienced discrimi-
nation clsewhere in the system, especially in education.

However, in the United States no single ethnic group has been
permanently attached to a particular economic role (though some ethnic
groups do dominate certain industries, such as the Armenians in the rug
industry ). In some colonial societies a somewhat more fixed relationship be-
tween cthnic membership and other roles has emerged. In many Asian and
African colonies, the social order broke more or less imperfectly into three
groupings: first, the Western representatives (British, French, or Dutch,
e.g.) who controlled the larger economic enterprises and political adminis-
tration, and who frequently were allied with powerful local landowners;
second, a large native population who—when drawn into the colonial
cconomy—entered as tenant farmers, wage laborers, and the like; and third,
a group of foreigners—Chinese, Indians, Syrans, Goans, Lebanese—who
fitted “in between” the first two as traders, money-lenders, merchants,
creditors, and so on. The important structural feature of such a system is
that economic, political, and racial-ethnic memberships coincide with one
another.

One consequence of this coincidence of ethnic and other cleavages is
that any kind of conflict (e.g., economic competition) is likely to assume
racial overtones and arouse the more diffuse loyalties and prejudices of
the warring parties. Conflict thus generalizes to a much more disruptive
level because it involves not merely conflicts of interest but also conflicts
of values and “ways of life.” Many outbursts in colonial societies did in
fact follow racial lines.™ Or to take another set of examples, British coal-
miners’ opposition to imported Polish, Italian, and Hungaran labor was
considerably inflamed because they were foreign groups.”™ On the side of
the minority group, too, diffuse hostility can develop when group member-
ships and economic roles coincide. One interesting complication arising
from the development of a business community among the Negroes in
cities like Chicago—a development accompanied by a “rise of a Negro
business spirit and Negro business chauvinism”—is the appearance of some-
times considerable anti-Semitism among the Negroes, who feel themselves
in immediate and keen competition with Jewish merchants.” Such are the
types of generalized conflicts that are likely to arise when ethnic-racial and
other structures coincide. If, on the other hand, the various lines of social
cleavage cut across one another, specific economic and political grievances
are more peacefully managed.

A final point is in order with respect to the economic influence of
ethnic membership. Ethnic groups generally impose sanctions on their
members to interact within the group with relatively greater frequency than
they interact outside the group. There is pressure to vote for one’s own
kind, to marry one’s own kind, and so on. We might suggest that the
intensity of economic interaction within ethnic groups is directly related

. " Rupert Emerson, Lennox A. Mills, and Virginia Thompson, Government and
Nationalism in Southeast Asia (New York: Institute of Pacific Relations, 1942), pp-
141-143; Erich H. Jacoby, Agrarian Unrest in Southeast Asia (New York: Columbia
University Press, 1949), Chapter VIII.

71 Baldwin, op. cit., pp. 194-199.
72 Harold L. Sheppard, “The Negro Merchant: A Study of Negro Anti-Semitism,”
American Journal of Sociology (1947-1948), 53:96-99
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to the degree of knowledge of market conditions.” To illustrate: In an
analysis of the spatial distribution of physicians in Chicago, Stanley Lieber-
son found that doctors of a certain ethnic background (Jewish or Irish, e.g.)
tended to concentrate and practice in the corresponding ethnic area of the
city. Those ethnic groups that were overrepresented among physicians
(Jews, Anglo-Saxons) tended to concentrate in the Loop area and to
concentrate in the medical specializations.”™ This ethnic association
between occupational role and recipients of services is greater in medicinc
than it is in retail food distribution, pharmacies, and so on. The reason for
this is that medical practice is, for most paticnts, both an “unknown”
product (we cannot know its quality by trving it on or tasting it) and a
product about which pcople have extremely decp cmotional feelings. Be-
cause of these obstacles to cconomic calculation, people fall back on new
criteria for choosing scrvices; they go to people “of their own kind” whom
they feel they can trust. Often these people turn out to be members of their
own cthnic group. The implications of this rcasoning for the analysis of
imperfect competition is that in the absence of knowledge or cmotional
neutrality about a product, people will fall back on solidary groupings when
purchasing goods and services. This critcrion forms one of the key bases on
which markets deviate from the perfectly competitive model.

Social Stratification and Economic Life
Above we cited rescarch that indicated a strain
toward consistency between tvpes of cconomic system and tvpes of family
structure. These same extensive patterns of structural coherence are evi-
dent in the relations between economic arrangements and stratification sys-
tems. Arthur Stinchcombe has related tvpical agricultural enterprises with
typical patterns of stratification and styles of life.™

Type of Characteristics Characteristics
Enterprise of Enterprise of Class Structure
Manorial Division of land into domain  Classes differ greatly in legal

FFam ilv-size
tcn;mcy

73 The model of

land and labor subsistence

land, with domain land de-.

voted to production for mar-
ket. Technology traditional;
low cost of land and little
market in land.

Small parcels of highly valu-
able land worked by familics
who do not own the land,
with a large sharc of the pro-
duction for market. Highly
labor- and land-intensive cul-
ture, of vearly or more fre-
quent crops.

cdge of market conditions for all actors. . .
4 “Lithnic Groups and the Practice of Medicine,” American Sociological Review

privileges and stvle of life.
Technical culture  borne
largely by the peasantry.

Classes differ little in lcgal
privileges but greatly in style
of life. Technical culture
generally borne by the lower
classes.

perfect competition, it will be recalled, posited complete knowl-

(1958), 23: 542-549.
. T “Agricultural Enterprise and Rural Class Relations,” American Journal of So-
ciology (1961-1962), 67: 165-176.
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Type of Characteristics Characteristics
Enterprise of Enterprise of Class Structure

Family Same as tamily tenancy, ex- Classes differ neither in legal

small- cept benefits remain within  privileges nor in style of life.

holding ‘the enterprise . . . may be- Technical culture borne by
come capital-intensive at a rich and poor.
late stage of industrializa-
tion.

Plantation ~ Large-scale enterprises with Classes differ in both style
cither slavery or wage labor, of life and legal privileges.
producing  labor-intensive  Technical culture monopo-
crops requiring capital in- lized by upper classes.
vestmenrt on relatively cheap
land. . . . No or little sub-
sistence production.

Ranch Large-scale production of la-  Classes may not differ in le-

bor-extensive crops, on land
of low value, with wage la-
bor partly paid in kind in
company barracks and mess.

gal status, as there is no
need to recruit and keep
down a large labor force.
Stvle of life differences un-

known. Technically culture
generally relatively evenly
distributed.

_Such structural coherence between economic structures and types of
stratification appears in industrial societies as well. Alex Inkeles and Peter
Rossi found that occupations associated with industrial production (engi-
neer, foreman, machine worker, etc.) were assigned very similar positions
in the general prestige hicrarchy of occupations of a number of industrial-
ized nations. In fact, the over-all similarity of the occupational prestige
I‘uerarcl_ncs among these nations traced largely to the parallel rankings of
industrial occupations.™® It is important, however, not to overemphasize
the identity of prestige stratification in industrial societies. Inkeles and
Rossi found, for instance, that occupations not inherently associated with
industrialization—clergyman, military officer, doctor—differed greatly in
prestige among industrialized societies.

Another broad structural congruence is between type of stratification
system and type of social and economic mobility. By mobility we refer to
the movement of persons through the economic hierarchy. This mobility
may take two forms: (1) The movement of individuals through a-hierarchy
of positions. In the traditional American ideology this tvpe of mobility is
emphasized. (2) The movement of groups of organizations through a hier-
archy of positions. The most common form of this type of mobility is the
movement of family units, as. when the head of the household advances
through the occupational hierarchy, and the status of his dependent
family members moves along with his. Another form of this mobility is the
movement of formal organizations, as when an academic department, by
great effort, “breaks into” the ranks of top-ranking departments.

One of the major determinants of the form of mobility—individual

76 “National Comparisons of Occupational Prestige,” American Journal of So-
ciology (1956-1957), 61: 329-339,
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or collective—is found in the degree to which a stratification system is
based on ascription or achievement. Socictics vary considerably in the degrec
to which roles (occupational, religious, political) follow from status as-
cribed at birth. The basis of ascription may be kinship, age, sex, racc or
ethnicity, or territorial location. Insofar as thesc cn'tc;na constitute the
basis for entering roles, the socicty emphasizes ascription. Insofar as qd-
mission is independent of ascribed bases and fests on some sort of bchavior
performance on the part of persons, the socicty emphasgzes aghncvcmcnt.

The implications of the ascription-achievement dimension for the
tvpical form of the social mobility in a society is as fql]o“:s: If ascription is
firmly institutionalized, mobility tends. to be collective; if achicvement is
firmly institutionalized, mobility tends to be individual: .

To illustrate: A stratification system at the ascriptive extreme is to be
found in classical India. Typically, the individual was born into a caste, gnd
virtually every aspect of future life was dctcrmipcd by this mcmbqrshlp_—
his marriage choice, his'occupation, his associational mcml;crs]ups, his
ritual behavior, his type of funeral. Choices were .madg fo'r ]um from the
instant of birth. Because roles were settled in this way, mdl'vnd'uq] mob'xl‘xty
from caste to caste was impossible in the lifetime of one individual }}m
structure of the caste system did not permit it. What forr.n‘ did 'm.obrllty
take in such a systemn? According to Hutton's account, mobility manifested
itself as the collective splitting off of sub-castes, or what he calls the
“fissiparous tendencies in Indian castes.” He refers to a process whereby a
caste was segregated into a sub-caste, which for a time acccpted wives from
other sub-castes but simultaneously refused to give daughtets to these sub-
castes. This established a claim to superiority, which was fortified by some
change in occupational duties. The final stcp was to adopt a new caste
name and deny all connection with the caste of origin. Thus, in Hutton’s
1anguage, “by ‘organization and propaganda a caste can change its name
and in the course of time get a new onc accepted, and by altering its
canons of behavior in the matter of dict and marriage can increase the
estimation in which it is held.” ¥ This multiplication of castes over the
centuries is the clue to the distinctive form of mobility in classical India.

A stratification system at the achievement extreme is found in the
traditional American svstem. This system cncourages the movement qf
individual persons away from ascribed positions (based on region, ethnic
background, even family orientation) into new roles. In practice, of course,
ascribed characteristics, especially racial ones, prevent the operation of this
system in pure form. ’ ) o

One reason why hostility toward “welfare” practices in the United
States is pronounced lies in this distinctive American emphasis on achieve-
ment. The introduction of welfare measures means bringing facilities and
Tewards to certain defined classes of persons, rather than having persons
work their way to thesc facilities and rewards. One of the interesting
Justifications for introducing welfare measures in the United States—as
opposed to continental European states, where state welfare is taken more
for granted—is that such measures must presumably facilitate cquality of
opportunity for individuals in the society. If it can be argued that not to
give welfare somehow impedes the life chances of a potentially mobile

77 ]. H. Hutton, Caste in India (Cambridge: Cambridge University Press, 1946),
pp- 41-61, 97-100. .
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individual or class of individuals, then welfare measures are more likely to
be judged legitimate.

Within the United States some interesting variations on the pre-
dominantly individual form of mobility are observable. When a person
assumes an adult occupational role and reaches, say, age 30, his mobility
as an individual is more or less completed, except perhaps within the same
occupational category. Thus adults holding the same occupational status
are in certain respects in ascribed positions, though this ascription is not a
matter of their position at birth. Under these circumstances mobility tends
to become collective. Entire occupational groups (nurses, for instance) try
to improve their position, or to safeguard it from crosion. Collective
mobility in the American system becomes legitimate, in short, when the
battle for individual mobility comes to an effective close for the individual,
and when he becomes lodged in an ascribed group.

Thus the form of mobility is closely related to the structure of the
stratification system. In addition, the rate of upward mobility is closely
related to the type of economic system. According to studies conducted
by Seymour M. Lipset and Reinhard Bendix, “the overall pattem [rates] of
social mobility appears to be much the same in the industrial socicties of
various Western countries.” 7 This runs counter to the common assumption
that the United States is a relatively “open” society by contrast with many
of the more traditional Western countries. Lipset and Bendix maintain
ghat it is not the ideological and cultural differences among countries that
gnﬂuepce rates of mobility most of all, but rather similarities and differences
in their occupational structures. Thus industrial societies will present broad
over-all similarities in rates of mobility.

_ Lipset and Bendix’ findings must be tempered by two qualifications.
First, not all the Westem societies they studied—the United States, Sweden,
France, Italy, Finland, for instance—are to the same degree industrialized
nor have they changed at the same rates. Thus factors other than industrial
experience make for such striking similarities in the rates of mobility.
Second, the only major type of mobility index utilized in Lipset and Bendix’
comparative analysis was the movement from manual to non-manual occu-
pations. This index, while helpful for some purposes, is so gross as to con-
ccal many sources of meaningful variation, such as the movement from
business into professional occupations.

One of the widely discussed topics in contemporary American soci-
ology concemns the present state of the American class system. The most
vocal side of the discussions—coming in varied ways from the late C.
Wright Mills, Peter Drucker, W. Lloyd Wamer, and Vancc Packard—
asserts that the American stratification system is “hardening,” becoming
less “open” to opportunity, or even that people are becoming less moti-
vated to move upward.” Among the most obvious rcasons for inferring
such a decline in upward mobility are the facts that foreign migration—
which supplied a “floor” of unskilled labor—éiminishcd as a result of the

) '-'-“'Socxal Mobility in Industrial Society (Berkeley and Los Angeles: University of
California Press, 1959), p. 13.
7 C. Wright Mills, White Collar (New York: Oxford University Press, 1951),
p. 259; Peter F. Drucker, “The Employce Society,” American Journal of Sociology,
(1952-1953), 58: 358-363; W. Lloyd Warner and ]J. O. Low, The Social System of
the Modern Factory (New Haven: Yale University Press, 1947), p. 185; Vance Packard,
The Status Seekers (New York: McKay, 1959).
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immigration laws of the 1920's; that the differential birth rates between
classes have been diminishing gradually for many decades; that many
studies showing inflexibilitics in mobility have been conducted in local
communities (where mobility to other communities is seldlom measured);
and that many of the studies of stratification in such communities were
conducted in the stagnant depression period of the 1930’s.

While a great deal of research on intcr-generational mobility, the
origin of elites, and career mobility is being conducted in American
sociology,% the discussion of the current state of American social stratifica-
tion yields much more heat than light. In this sense the discussion re-
sembles those concerning the contemporary state of the American power
structure and the American family.®? Most rescarch on the long-term
trends in rates of mobility indicates very little if any change over the past
half-century, except perhaps for a very slightly upward trend which was
slowed perceptibly by the depression of the 1930's.%*

Conclusion
) The continuous theme in this chapter has becn
the relations between economic and non-cconomic variables at the level of
society as a whole. Now we change lenses. We shall continue to focus on
the relations between economic and non-economic variables, but we shal]
do so at the more microscopic level of economic processcs.

80 Summarics of such rescarch are found in Natalic Rogoff, Recent Trends in
Occupational Mobility (Glencoe, Ill.: The Free Press, 1953), pp. 19-28; W. Llovd
Warner and James C. Abegglen, Occupational Mobility in American Business and In.
dustry (Minneapolis: University of Minnesota Press, 1955), pp. 13-25; Lipsct and
Bendix, op. cit.

81 Above, pp. 56-57, 59-60.

82 Examples of the most careful research are found in Rogoff, op. cit.; Sidney
Goldstein, “Migration and Occupational Mobility in Norristown, Pennsylvania,” Amer-
ican Sociological Review (1955,, 20: 402-403; Stuart Adams, “‘Origins of American
Occupational Elites, 1900-1955,” American Journal of Sociology (1956-1957), 62;
360-368.
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sociological

analysis

of economic

processes
four

Economists commonly view the economic pro-
cess as one of production and consumption. Production involves the
assembling and applving of resourccs; consumption, the “using up” of the
resultant product. Unlike consumption, production does not involve
satisfaction of human wants. ‘T'he process of production and consumption
nceessitates some technique for distribution—i.c., channcling inputs (raw
materials, capital, and labor) to the firm, and outputs to the consumers.!

In this chapter we shail use this view of the cconomic process as an
organizing principle. First, we shall observe the sociological variables that
impinge on production. Second, we shall investigate distribution and cx-
change, in particular the implications of different structural arrangements
for exchange itsclf, and the intervention of sociological variables on the
markets for labor services, entreprencurial services, and consumer’s goods.
THird, we shall turn to consumption, asscmbling some disparate results of
research that has been accumulating in cconomics and sociology.

UThe market for services (c.g., thosc of a refrigerator repairnnan) “compresses”
the markets for inputs and outputs in a certain sense, for such services are simultancously
a factor of production (in the production of chilled food) and a commodity consumed
by the houschold.
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The Production Process

Technical Determinants

Marx distinguished between the forces of produc-
tion and the social relations of production.? The former refer to the rclations
among tools, time, and tasks that arise by virtue of the concrete technical
features of the work situation. An example of the forces of production
would be the demands imposed on men by an automatic machine in a
factory—demands that certain workers gear their own work pace to the
motions of the machine, that other workers clean and repair the machine
from time to time, and so on. The social relations of production refer to
those human interactions that arise when men engage in production. Ex-
amples of social relations would be the division of human labor into
specialized and interdependent work roles, into authority relations, and so
on. The development of social relations does not stop with the interactions
necessary to complete the process of production. By virtue of close and con-
tinuous association, new forms—friendships, cliques, prestige systems—arise.

Marx believed the social relations of production to be dependent on
the social forces of production. In this chapter we shall not adhere to this
view. We shall show how social relations feed back into the productive proc-
ess. First, however, we shall mention some of the technical determinants
of social relations in productive contexts.

By “technical determinants” we refer to certain physical and biologi-
cal factors associated with the concrete productive process; these include
“size of the plant and company; seasonal and cyclical stability of its pro-
duction pattern; volume, nature, rate of technical change,” illumination
and noise at the workplace, and the biological limitations on the workers.?

These technical determinants affect human activities and interaction
in the following ways:

1. The technical arrangements of work determine in large part the
degree of physical exertion required from the organism. In the past several
decades investigators of fatigue and productivity have studied the signifi-
cance of temperature, rest pauses, length of work day and work week 4 The
results of these studies are difficult to assess, largely because such
factors are so contaminated by social and psychological variables,

2. Technical features of the job influence the pacing of work. This
1s most conspicuous in assembly-line work. o

3. Technical arrangements of production mﬂgence the‘level of skil]
required of workers. A familiar example is the difference in skill leve]
between the craftsman—sometimes requinng years of apprenticeship—angd
the assembly-line worker—whosc skills are elementgry an;l can be leamned
within a matter of minutes or hours. The loss of skills which resulted from,
industrialization is a basic cause of the lack of identification with the prod-
uct often attributed to industrial workers.

2 Above, p. 7. . .

3 Abrahall; J. Siegel, “The Economic Environment in Human Relations Research,”
in Conrad M. Arcnsberg, et al. (eds.), Research in Industr‘xal Human Relationg. A Criii-
cal Appraisal (New York: Harper, 1957), p. 893 for a brief account of the research on
the effect of illumination and noise on productivity, cf. Wilbert E. Moore, Industrial
Relations and the Social Order, rev. ed. (New York: Macmillan, 1951), p. 217.

4 Part of this research is summarized in Moore, op. cit., pp. 211-217,
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4. Technical features determine the degree of complexity of the
division of labor. Modem industry has carried worker specialization to a
level never before reached in human history.

5. Most important for the study of economic sociology, technical
features of work influence the character of social interaction. The physical
pattem of work calls for certain kinds of cooperation, communication, and
authority on the job. This influence often extends to off-the-job interaction
as well. A salient feature of modemn family life is that for most of the day-
light hours one or more family members are absent in a workplace. Or, to
choose a more striking example, the timing of work invades almost every
aspect of the life of a railroader:

. . the pattern of social rclationships set by the occupation vitally
affects the social life of the railroader. It prevents normal relationships be-
tween wife and husband, father and child. While cutting him off from
most other group behavior, thus intensifying their significance, these time
relationships also interfere with normal family group activities such as eat-
ing, sleeping, and recreation. Time-dependency cuts the family off from
other groups in the community as well as its members from each other. It
interferes with community activity, preventing the assumption of civic
responsibility, and denying status so gained.®

‘ The introduction of automation in recent years has stirred up an
interest in the social consequences of the technical features of production.
Strictly speaking, almost all industrial advance has meant “automation” in
the sense that low-level skills have been taken over by the automatic opera-
tion qf machines. The distinctive character of automation in the mid-
twentieth century involves contiriuous production of commodities that are
not touched by human hands; morcover, modem automation has mecha-
nized a much higher level of skills, particularly those connected with compu-
ter control and the use of feedback mechanisms.% -

1. By contrast with the assembly line, the automated factory will
lessen the amount of physical labor required by workmen and will shorten
the work day and work week. In most cases automation will reduce the
number of workers in the factory, though its long-term effect on employ-
ment levels is uncertain.?

2. The pacing of work will be removed even further from the control
of workmen than under assembly-line production.

3. The level of skill will be upgraded. A whole range of unskilled
and semi-skilled positions (repairmen, clerks, typists) will be wiped out.
Technicians will have to be more highly educated and trained than ever
before. Engineers will multiply.8 ’

4. At the lower levels, automation will reduce specialization by re-
rr.loving personnel and positions. At the higher skill levels new specializa-
tions, demanding more detailed knowledge and training, will proliferate.

8 W. Fred Cottrell, The Railroader (Stanford: Stanford University Press, 1940),
pp. 76-77.

% Michel Crozier and Georges Friedmann, “Forward,” to “The Social Conse-
quences of Automation,” International Social Science Bulletin (1958), 10: 7-8.

7 Frederick Pollock, Automation: A Study of its Economic and Social Conse:
quences (New York: Pracger, 1957), pp. 203-212; Floyd C. Mann and L. Richard

Hoffman, “Individual and Organizational Correlates of Automation,” Journal of Social
Issues (1957), 12: 11.

8 Pollock, op. cit., pp. 212-217.
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5. The effects of automation on social relations on the job are not
clear. In an investigation of an automated power plant, Flovd Mann and
Richard Hoffman found a reduction in the degree of physical isolation of
the workers.® In a study of an automated automobile plant, however,
William Faunce found significantly less intcraction among working groups,
smaller interaction groups, more contact with foremen, and more contact
with superintendent—in short more isolation from peers—than the workers
recalled from their previous non-automated jobs.!?

Because automated industry requires highly-skilled workmen and
engineers in large proportions, one possible impact on a community domi-
nated by an automated industrv will be an uplifting of the educational
level of its citizenry. This will probably affect pattcrns of civic participa-
tion, governmental processes, and entertainment patterns in  the
community.

As Faunce points out, the introduction of automation may reduce
the importance of many variables stressed heavily in modemn industrial
sociology. As we shall see below, many modern investigations focus on the
impact of variables (such as the quality of supervision and the character
of informal work groups) on morale and the correspondmg.1mpact of
morale on worker productivity. Many of these determinants disappear in
the automated sctting. The morale of work groups has less immediate
effect on output, because the machines are contro]leﬂ automatically in so
many respects; nor can the foreman, tradltlona]l:v a pn.'otal figure in morale
and productivity, influence the level of output in an immediate sense, Op
the basis of such observations, Faunce has called for a reasscssment of the
significance of the work group in industry,.!

In this introductory section we have considered the social aspect of
work as dependent on the technical featurcs.of the work situation. Now
we shall treat this social aspect as a subject in its own right. We shall apply
the general variables of economic sociology to the social relations of pro.
duction; we shall observe how the social aspccts feed back into the techn;.
cal features. o )

For purposes of analysis we shall divide the social aspect of pro-
duction into two basic units of social structure—occupational roles anq
organizations. Roles and organizations overlap in two ways. First, some.
times an individual in a role (for instance, an mdw'ldual medical practj.
tioner) faces all the essential problems of Broductmn and_ distribution,
and thus is a sort of “one man organization.” Second, organizations coyy.
sist of an interlocking sct of roles ( engineers, foreman, workmen, ctc.).

Occupational Roles

Economists’ versions of the attitudes and be.
havior of persons in occupational roles follow the logic of sqpp]_v and
demand. Thev assume that the amount of work offered by an mdividyg]
in the market is some function of the cconomic rewards available to him,
The prototypical supply curve would thus be smooth and upward-sloping:

90p.cit., p. 14. )

10 “Automation in the Automobile Industry: Son}‘c Conscquences for In-Plant
Social Structure,” American Sociological Review (1958), 23: 403-406.

11 Jpid., pp. 406-407.
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Wage units

Quantity of labor

At times economists have reconsidered this simple notion. Thus Keynes
argued that, while the general relation between wages and labor is positive,
the individual chooses to withdraw his labor altogether from the market
rather than merely work less if wages are lowered bevond a certain level:

_J

Quantity of labor

Wage units

This assumption plays an important rolc in Kevnes' account of the level
of unemployment in his equilibrium system. Other economists have
stressed that particularly in economically underdeveloped areas wage in-
creases will bring forth not more but less labor, because the individual
prefers to spend his additional camings on leisure activities rather than to
work more. This produces a backward-sloping supply curve: 12

Wage units

Quantity of labor

Finally, cconomists allow for the possibility that under certain conditions
—for instance, changes in m]“.c systems, changes in technology—a labor
supply curve may shift to the right or left.

From the standpoint of economic sociology, economists’ notions on
role behavior display the following limitations:

1. Such vicws ignorc the mutual interdependence among laborers.
This objection constitutes onc of the main attacks by industrial sociolo-
gists on cconoimists:

Many managers and social science investigators adhere to] the belief
that an industrial organization is an aggregation of individuals, each seek-
ing his own gain without refcrence to other persons, and conseguently
cach capable of being induced to greater effort by devices focused upon

12 For a critical view of the notion of a backward-sloping curve, even for the un-
derdeveloped arcas, of. Harold G. Vatter, “On the Folklore of the Backward-Sloping
Supply Curve,” Industrial and Labor Relations Review (1960-1961), 14: 578-586.
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this desire for advantage. To this assumption [Elton] Mayo opposes the
view that a working forcc normally consists of social groups, whosc mem-
bers are highly responsive to each other’s social gestures and identify
their fates with those of their fellows; social groups which, further, are
related to others in the larger system of social relations in and about
industry.13

2. Even though economists acknowledge that social factors (such as
extended kinship obligations or traditional religious beliefs) influence a
labor-supply curve, perhaps in a backward-sloping direction, they assume
these social factors to be “‘given.” While permissible for purposes of for-
mal economic analvsis, this assumption is not sufficient for economic
sociologists, who aim to investigate systematically the factors themselves.

3. In practice the positive functional relation between wages and
labor does not seem to work out, as seen in the incffectiveness and even
backfiring of incentive schemes such as piecework and merit schemes.!4

4. The economic sociologist would insist that many more variables
than wages alone determine changes in tbc amount of work offered by a
laborer. To mention only one such variable, the kind and amount’ of
supervision influences the effort put forth on the job. In addition, the
economic sociologist is interested in types'of belyavnor other than the
amount of labor cxpended; he focuses on ideologies of the worker, his
interactions with other workers, his responses to authority, and so on.
In short, the economic sociologist expands the number of dependent and
independent variables beyond the scope envisioned by the economist,
This expansion gives him both a strength and a weakness; he is better able
to make the behavior of individual workers more meaningful, but he jg
less able to organize his more complex subject-matter into a theoretically
adequatc framework. )

The sociologist’s conception of role (of w!nph ‘occupational role s
one type) refers to an organized cluster of activities involving interaction
with the physical, social, and cultural environments. These activities are
structured and regulated by expectations. “Expectations” means more
than predictability of behavior; it also means that definite norms and
sanctions are brought to bear to induce the role incumbent to conform to
standards of conduct. Among the sanctions, cconomic rewards and dep.
rivations are important, but they are only one of several available sanctions,

Given thesc concepts by which role behavior is described, sociolo-
gists often proceed to identify certain types of strains that typically arjse
in roles. Above we outlined several kinds of strains—ambiguity, depriva-
tion, norm-conflict, and value-conflict. In addition, we considered certaip
reactions to strain that lead to attitudinal changes (e.g., lowered morale,
adherence to a magical belicf or ideo]ognqal po§1tlon) and behaviora]
changes (e.g., lowered productivity, absenteeism) 1%

13 Summarized in Everett Cherrington Hughes, “The Khnitting of chia] Groups
in Industry.” American Sociological Review (1946), 2: 512. Some cconomists have at.
tempted to assess the influence of labor unions on labor supply curves; see, for instance,
John T. Dunlop, Wage Determination under Trade Unions (New York: Augustus M’
Kelley, 1950), pp. 28-44. ) )

14 For summarics of the literature on these incentive schemes, cf. Burleigh B.
Gardner and David G. Moore, Human Relations in Industry, 3rd ed. (Homewood
IL.: Irwin, 1955), pp. 189-204; Morris S. Viteles, Motivation and Morale in Industr):
(New York: Norton, 1953), pp. 127 ff.

15 Above, pp. 29-30.
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So much for the comparison and contrast between economic and
sociological approaches to role behavior. Let us now consider several of
the occupational roles that have been analyzed in recent sociological
literature:

The Executive Role

As the business corporation has grown more com-
plex in recent American history, the executive or top managerial roles have
taken on new dimensions. Traditionally, the model of personal profit-
maximization was inseparable from the notion of the businessman. That is
to say, if he made the correct decisions regarding the allocation of resources,
he would receive the profits. By mid-twentieth century the relation be-
tween businessmen and profits has become more complex. Profits of the
firm still reflect the correctness of his decisions. However, because of the
split between ownership and executive control, a very large share of these
profits accrue not directly to him but to stockholders less actively involved
in decision-making. Even with bonuses and promotions for effective
management the model of direct profit-maximization is not realized. If
the modern executive is not a profit-maximizer in the classical sense, then,
what are his functions?

Basically, the modern executive role focuses on the political and
integrative features of the business firm. Clearly the executive’s primary
responsibility is decision-making at the policy level; on the basis of his
decisions the various departments of the firn—budgeting, personnel, sales
—presumably carry out his policies. In addition, the executive is a coordina-
tor—he must see that things get done on time, be a “trouble-shooter,”
listen to grievances and- problems of heads of departments, and so on.
With regard to the firm’s external relations as well, many of his activities
are coordinative—to balance off the demands of consumers, bankers,
stockholders, directors, union leaders, and so on.18

Sociologists have identified typical strains in the executive’s role:
(1) He is under pressure to come to responsible decisions in a relatively
brief time, despite the fact that many decisions must be made in a situa-
tion of ambiguity or uncertainty. The businessman simply does not know
all the facts about his firm and its market situation; even if he knows them,
he cannot be certain they will be the same in the near future. (2) His
role demands an impersonality in his human relations. Because of the
institutionalization of the standards of calculation, profit-making, respon-
sibility, and authority, the busincssman must be practical and sometimes
cven ruthless in his dealing with human beings. He sometimes has to issue
unpleasant orders; he is often under pressure to fire incompetent sub-
ordinates, even though they might in other contexts be his friends.”

The corresponding reactions to strain in the cxecutive role are as
follows:

1 Chester 1. Barnard, The Functions of the Executive (Cambridge: Harvard
University Press, 1958); also his “The Nature of Leadership,” in Barnard, Organization
and Management (Cambridge: Harvard University Press, 1956), pp. 80-110; also
Robert A. Gordon, Business Leadership in the Large Corporation (Washington, D. C.:
Brookings Institution, 1945). )

17 For discn.ssion of these and other strains in the businessman’s role, cf. Sutton,
et al., The American Business Creed (Cambridge: Harvard University Press, 1956),
Chap. 16; Eugenc V. Schneider and Sverre Lysgaard, Industrial Sociology (New York:
McGraw-Hill, 1957), pp. 117-119.
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1. A widespread response to uncertain situations is the growth of
magical beliefs that reduce ambiguity and thus provide a standard for
decision-making and action.!® Nlany of the sclf-images of the businessman
serve this function. Consider the following common stercotvpes: (a) The
businessman as a “man of action,” the driving, aggresive, impulsive deci-
sion-maker personified. He is pictured as irascible, impatient with assist-
ants, and convinced of the rightness of “the decision™ as such. (b) The
“intuitionist,” who, after sitting in contcmplation for a moment, comes
intuitively to a decision, which is correct because it “clicks.” (¢) The “man
of common sense” or the “practical man.” Such self-images provide a
rationale for making decisions in an inherently ambiguous situation
and protect the busincssman against the inroads on his authority by
“experts” who control knowledge that the exccutive, by virtue of hijs
coordinative position, cannot hopc to master. Sutton, et .al., suggest that
one rcason for scapegoating of the government by businessmen lics in
their attempt to assign meaning to uncertain situations by blaming outside
agents for the occurrence of unfortunate cvents.! ) ‘

2. A number of recactions to strain also appcar in conncction wit],
the need to make decisions with little regard for human considerationg
The most common rationalization is thc image of the “hard-hcaded” bys;.
nessman who, in a very competitive busincss, “can'not a'ﬁorcl" the luxury of
taking human feclings into account without shirking his responsibilitics, A
number of business practices that have developed in recent times also
cushion the “inhumanity” required of the cxccutive role. An example g
“kicking upstairs”—rcmoving an incompctent cxccutive ’fron? a position of
real responsibility to a “higher position” of less responsibility. Others
practiced are “by-passing,” “passing indircct hints,” “freezing out,” by
which an unwanted cxccutive is put in the position of wishing to resign,
rather than be fired.>® .

The top exccutive, then, as a coordinator at many lcvc]s,‘ is a man
ensnarled in many strains. As we have just observed, many of ]n§ attitudi.
nal and behavioral adaptations can be viewed as attempts to relieve these
strains. The man at lower management levels (junior cxccutive, produc.
tion manager) is also under strains, but of different kinds. I‘II]S s;tatus and
authority are between the top cxccutive and the lo'“]'cr cche 0;1:5. Fre.
quently his relations with both higher and lower ]e;]c’s art? am )'.gl]'f)“s-
In addition, the lower cxccutive struggles continuably with ,Spccm Ized
staff officials—engincers, sales officials, personncl ’?""?f gcr;:]-ogc():r ﬂmattcm
of company policy. ITis adaptations to such ;mﬂ)lgm.\; a < e n ]ldi fre.
quently include excessive preoccupation with the CK"CTHJ ]'.W“.)QS of
status (number of tclephoncs, number of sccretarics, suc"a]l}'( ]l)OSl'tlon of
desk), and a tendency to downgrade and scapegoat 51’,6;:"] ;I'C(u staff offi-
cials on the grounds of their peripheral connecticn with the “real bysi.
ness” of the company—production.?!

18 The classi ‘ment of the relation between uucgrminty and nmgical beliefs
is found in Bronislac\\'st\alt;l‘i]::()l:\t'sl(:i, Magic, Science and Religion and Other Essays (Gar.
den Ci]t?)',(l;\l. Y.: Doubleday, 1955). 0

! . cit., pp. 332- 368-379. .

20 [bt,',d., pp'?ng_;;j,;("Egﬁozz of Fortune, The Executive Life (New York;
Doubleday, 1956), pp. 179-194. . .

21 Delbert C. Miller and William C. Form, Industrial Sociology (Necw York:
Harper, 1951), pp. 196-207.
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The Professional Role

We shall first consider the protessional as an
independent practitioner and then the professional as a member of a
staff in an organization.
The term “professional” implies that one “professes” or “believes.”
All professions, in varying degree, involve a commitment to standards of
knowledge and excellence, and a commitment to practice in accord with
these standards. At the same time the practitioner is “in business,” in the
sense that he must in some wav charge for his services. This tension be-
tween the scrvice and commercial aspects of the professional role reflects in
the ways in which professionals charge their clients and advertise their
services. As A. M. Carr-Saunders and P. A. Wilson obscrved in their
classic work on the professions:

«

The fiduciary relationship between professional and client involves
certain restrictions on the professional man’s methods of charging. It re-
quires that the practitioner shall be financially disinterested in the advice
he gives, or, at least, that the possibility of conflict between duty and self-
interest be reduced to a minimum. With this object in view attempts have
been made to render the financial terms of the contract aboveboard, so
that the client may know how much he is paying, what he is paving it for,
and whom he is paving it to. . . . It is clear that we have here the ex-
pression of an ideal which passcs bevond the mere prohibition of specific
forms of indirect remuncration such as might result in a conflict between
interest and duty [e.g., owning interest in a drug manufacture, or fee-
splitting by physicians]. The whole commercial attitude is condemned.
. . . Professional men may only compete with oric another in reputation
for ability, which implics that advertiscment, pricc-cutting, and other
methods familiar to the business world are out.22

Free-lance professional practitioners normally charge a fec, cither a per-
centage of the sum involved (c.g., one-third of the settlement for lawvers)
or a standard office-call fee. Over time these fces remain “‘remarkably
stable.” *» Such arec some of the economic adaptations to the tensions
between the professional and commercial pressures in professional roles.

When professionals enter burcaucracies, some old problems persist
and some new ones arise. The conflict between their independent commit-
ment to professional standards and their necessary involvement in the
commercial interests of the bureaucracy gives rise to tensions and con-
flicts within the organization. In addition, the ambiguous authority rela-
tions between the “cxperts” of the staff and the managers of the line, the
diffcrences in educational background between them, and their differing
stvles of life, aggravate thesc tensions and conflicts.*

A striking illustration of status-conflict arises in the medical pro-

22 The Professions (Oxford: Clarendon Press, 1933), pp. +26—+41.

23 Ibid, pp. 451-460.

24 Robert K. Merton, “Role of the Intellectual in Public Burcaucracy,” Social
Theory and Social Structure, revised and enlarged edition (Glencoe, I1L: The Free Press,
1957), pp. 207-224; llerbert A. Shepard, “Nine Dilemmas in Industrial Rescarch,
Administrative Science Quarterly (1956-1957). 1: 295-309; Melville Dalton, “Conflicts
between Staff and Line Managerial Officers,” American Sociological Review (1950), 5:
342-351.
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fession of the Soviet Union, which is dominated and administered by
central political authorities. According to Mark Field's summary, the
Soviet physician is under pressure from his paticnts (who often wish to
escape coercion or sanctions) to grant medical dispensations from responsi-
bility on non-medical grounds. At the same time he is under pressurc from
the state to keep the citizens in reasonable health and to limit the number
of medical dispensations. Thus caught between the demands of his
patients and the state, the physician acts as a kind of cushion and brings
some stability to the system.*?

The Foreman

Another “man in the middle” of conflicting cx-
pectations and ambiguity is the foreman in the industrial plant. Recent
developments in industry have emasculated this oncc-important figure in
two ways: First, centralized management of control has made him less an
independent authority over production and more an implementor of
ready-made decisions; second, the centralization of the handling of grev-
ances in the unions has relieved him of certain “human relations” func-
tions. The foreman, thus caught in a role that is simultancously empty
and confusing, often flits among identification with management, identr-
fication with workers, and identification with other foremen.2®

Low-skill workers

A recurring theme in the occupations W€ have
examined is conflicting role demands that are mect by various attempts
to resolve the accompanying strains. For low-skill workers a different theme
emerges. Strains in this role (especially that of an assembly-line factory
worker) focus not on ambiguity so much as outright threats of deprivation
—remuneration may be inadequate; the worker often reaches the “cnd of
the career line” in his twenties and may be discriminated against as c
grows older; the opportunities to advance from low-level skill jobs
management appear to be diminishing; the worker may be unemploye
during depression; and the minimum skills required of him lcad to his
boredom and alienation.?” Most studies of reactions to such strains have
focused on idcological reorientation of workers—such as defensive rational-
izations about failure, redefining “success” in more limited ways, focusing
on out-of-plant goals such as consumption, children’s opportunities, and sO
on.?8 The exact relations between the life situation of the worker and his
outlook, however, are still only dimly understood.

25 “Structured Strain in the Role of the Soviet Physician,” American ]oumal of
Sociology (1952-1953), 58: 493-502.

20 Robert David Leiter, The Foreman in Industrial Relations (New York: Colum-
bia University Press, 1948), pp. 32-41; Donald E. Wray, “Marginal Mecn of Industry:
The Foremen,” American Journal of Sociology (1948-1949), 54. 298_30]1. ]

27 Ely Chinoy, Automobile Workers and the American Dream (Gnrdcn City,
N. Y.: Doubleday, 1955}, pp. 12-109; Robert H. Guest, “Work Carcers and Aspirations
of Automobile Workers,” American Sociological Review (1954) 19. 155-163; Robert
C. Stone, “Factory Organization and Vertical Mobility,” American Sociological Review
(1953), 18: 28-35.

28 Chinoy, op. cit., pp. 82-111; Robert C. Stone, “Mobility Factors as_thcy
Affect Workers Attitudes and Conduct toward Incentive Systems,” American Socio-
logical Review (1952), 17: 58-64.
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In addition to the analyses of the major role complexes just con-
sidered, economic sociology has produced a number of miscellaneous
studies of various roles—thc nurse, the housemaid, the janitor, the cab-
driver, the marine radioman, the professional dance musician, and others.?®
One especially revealing theme emerges in the analysis of modern American
occupational roles. Wage deprivation and subsistence problems have
slipped into the background as tvpes of strain, except for some of the
unskilled and lower white-collar occupations. Other strains, perhaps sub-
ordinate heretofore to wage concems but also emerging as a function of
the growing complexity of the division of labor, are beginning to appear
as dominant. These strains concern the difficulties that arisc from ambigu-
ous and sometimes conflicting demands for role behavior. The role prob-
lem in mid-twentieth-century America, it may be suggested, is more the
problem of the “man in the middle” than the nincteenth-century problem
of the “exploited worker.”

While many excellent case studies have shown the rclations among
characteristics of occupational roles, strains in these roles, and reactions
to strain, occupational sociology is still an underdeveloped ficld. Only in
isolated instances are thc causal lines among these variables drawn.
Furthermore, in our present state of knowledge it is possible only to assert
that a general class of strains gives rise to a general class of reactions to
strain. What is required is systematic studics of each sct of variables, and
a statement of the special conditions under which particular strains will
give rise to a particular reaction. Only then will we be able to state the
dynamics of role behavior in the form of specific propositions.

Formal Organizations

Economists have traditionally viewed the firm as
an organization that is guided by the critcrion of profit-maximization—
securing the largest difference betwcen revenue and cost. In analvzing
the firm’s behavior, certain demand conditions for its products and cer-
tain supply curves for the firm itsclf are posited. The firm’s supply curve
is a statement of the marginal cost for its distinctive product. Marginal
cost depends in turn on the supplv-demand relations between the firm
and the suppliers of its factors of production. These factors presumably
weigh most heavily in the firm’s calculation of its course of action.

Having assembled these analvtic tools, the economist then asks:
How will (or should) a firm behave under different kinds of competition?
How much should it produce in order to maximize its profits?. At what
point will it go out of busines§? What effects do external economies have
on the firm? Since it is customary to assume institutional structure, tech-
nology, and tastes as given, the firm’s behavior turns out to be a resultant

20 Ronald G. Corwin, “The Professional Employee: A Study of Conflict in
Nursing Roles,” American Journal of Sociology (1960-1961), 66: 604-615; Vilhelm
Aubert, “The Housemaid—An Occupational Role in Crisis,” Acta Sociologica (1955-
1956), 1: 149-158; Ray Gold, “Janitor Versus Tenants: A Status-Income Dilemma,”
American Journal of Sociology (1951-1952), 57: 486-493; Fred Davis, “The Cab-
driver and his Fare: Facets of a Fleeting Relationship,” American Journal of Sociology
(1959), 65: 158-165; Jane Cassels Record, “The Marine Radioman’s Struggle for
Status,” American Journal of Sociology (1956-1957), 62: 353-359; Peter H. Mann,
“The Status of thc Marine Radioman: A British Contribution,” American Journal of
Sociology (1957-1958), 63: 39—41; Howard S. Becker, “The Professional Dance Musi-
cian and His Audience,” American Journal of Sociology (1951-1952), 57: 136-144.
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of the interplay of a number of supply and demand relations, translated
into statements of cost and revenye,

Since, according to the cconomist, the firm’s decisions depend so
much on market cpndntions, internal analysis of the firm is not often
problematical for him. It docs not matter whether the manager has diff-
culty in enforcm‘g'hls authority (the cconomistss model of the firm
assumes that decisions are translated into action); it does not matter
whether communication processes misfirc or backfire in the firm (the
economists’ model of the firm assumes perfect knowledge in the firm); it
does not matter whether the exccutive is cffective in coordinating his
enterprise. In fact, most of the rclevant dimensions analvzing the internal
dvnamics of bureaucracy do not arisc in the economists’ traditional view
of the firm.

Some have criticized the economists’ view of the firm and its relation
to profit-maximization. Do firms actually operate on such a narrow cri-
terion? Or do other goals figure prominently in their oricntations? Much
empirical information indicates that tradc unions, government, and other
forces play a large role in the behavior of the firm, Yet cconomists have
not gone far in formally incorporating these forces into the theory of
the firm.3°

Sociological writings on bureaucracy—many of which concern the
firm as an economic burcaucracy—has opened these internal dynamics for
direct consideration. Discussing burcaucracy, Max Weber emphasized its
formal aspects. These include clearly defined and functionally specific
roles, each guided by definite rulcs; organization of thecse roles into an
unambiguous hierarchy of authority and status; authority by rule rather
than by person; positions filled by trained and salaried carcer bureay-
crats.3! Weber pointed out the cfficiency of burcaucracy, contrasting it
with councils of elders, houschold staffs, and other forms. Burcaucracy,
Woeber argued, makes for maximum efficiency because action is rendered
calculable and is perpetrated without regard for personal considerations,

Recent research has come to center on features of burcaucracy that
may in fact impede cfficiency. Specialization of roles itself presumably
reaches a point of diminishing cconomic returns; though such a point has
never been established empirically, presumably it appears when overhead
costs begin to cxcced the contribition of overhead to the value of the
product.?? Robert Merton and others have shown how ritualism, red tape,
and ossification of roles mav clog bureaucratic channcls of action.® Alyip
Gouldner and Philip Selznick have shown how inadequate individua]
leadership may lecad to conflict and incffectiveness in organizations.® Peter

30 Many of the above rescrvations about the traditional theory of the firm are
voiced in_the excellent essav, “Some Basic Problems in the Theory of the Firm,” by
Andreas G. Papendreou, in Bernard . Haley (cd.), A Survey of Contemporary Eco.
nomics, Vol. Il (Homewood, I11.: Irwin, 1952), pp- 183-219. .

31 “Burcaucracy,” in Hans Gerth and C. Wright Mills (cds.), From Max Wepe,
(New York: Oxford University Press, 1958), PP- 196-216. .

' 32 For a discussion of some of the cconomic limits of specialization, ¢f. Harvey
Leiblc;-stﬁirl)b'Economic Theory and Organizational Analysis (New York: Harper, 19607,
pp- 105-110.

105 232 Robert K. Merton, “Burcaucratic Structure and Personality,” op. cit., pp,

34 Alvin \V. Gouldner, Patterns of Industrial Bureaucracy (Glencoe, Tl.: The

Free Press, ]_954)3 Philip Selznick, Leadership in Administration (Evanston, Tll.: Row,
Peterson, 1957).
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Blau has shown how certain patterns of competition in bureaucracies may
reduce outputs.3® Finally, the adequacy of communication—up and down
the line, between staff and line—has been shown to affect the productivity
of the firm.

Many variables employed in the analysis of bureaucracy are the
general variables of sociology, including economic sociology. These varia-
Bles include the descriptive characteristics of social structure—role,
communication, norms; the important strains—ambiguity (e.g., faulty
communication ), deprivation (e.g., loss of status or authorty), normative
conflict; and a number of reactions to strain—the formation of cliques that
resist the purposes of the formal organization, restriction of output, inter-
nal conflict, and growth of ideologies and rationalizations. Morcover,
these responses to strain are frequently viewed as unanticipated conse-
quences that fced back—favorably or unfavorablv—to the formal purposes
of the burcaucracy.®

In the remainder of our discussion of the productive processes in
the cconomy, we shall illustrate the areas into which sociological research
on organizations has penetrated in the past several decades.

Formal vs. Inforinal Organization

The formal organization of a bureaucracy is
constitutcd by the statement of the structure of its positions—explicitly
describable, containing definite and known obligations, rights, pattemns
of interaction. This formal organization can be and frequently is repre-
sented as an organization chart. complete with positions, specializations,
and hicrarchical arrangements. Formal organization is explicit, impersonal,
and functionally specific.

Crganization charts, however, do not tell the whole story of bureau-
cratic interaction. A hive of informal groups penetrate this formal struc-
turc and affect it in many important ways. These informal groups are
generally small (c.g., friendship cliques), personal, and based on implicit
understandings and lovalties.

What are the relations between formal and informal organization?
Or, as the question is sometimes put, what arc the cffccts of each on onc
another? First, formal organization is a major determinant of membership
in informal groups. Cliques scldom extend very far across authority lines
to include both workers and managers; to a lesser extent, staff and line
also provide criteria for clique membership. As we shall sce, however,
other conditions affect membership in informal groups. Formal organiza-
tions also constitutc a backdrop of rules and standards of conduct around
which conformity and deviance—and their feedbacks—develop.

According to Barnard’s account, the major functions of informal
organization are to facilitatc communication that may be impeded by for-
mal channels, to maintain cohesiveness in the organization as a whole, and
to maintain the scnse of personal integrity of the individual in the organiza-
tion.3” In performing thesc functions, informal groups engage in frequent
intcraction on the job (horseplay, joking, gambling) and off the job (golf,

35 Peter M. Blau, “Co-operation and Competition in a Burcaucracy,” American
Journal of Sociology (1953-1954), 59: 530-535.

36 James G. March and Terbert A, Simon, with the collaboration of THarold
Guctzkow, Organizations (New York: Wiley, 1958), pp. 36-+47.

37 The Functions of the Executive, p. 122.
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bowling, playing cards). Sometimes this interaction—while not immedi-
ately related to the work situation as such—operates as a way of exercising
social control over members of informal groups; this control often tumns
out to be an extremely powerful determinant of behavior on the job.

Occupational position in a formal organization is probably the most
important single determinant of the membership cliques.® In addition,
several other factors influence which individuals will become members:
ecological and temporal factors (cliques are most often composed of
persons who work near one another on the same shift, with the same
times for lunch hours and coffce breaks); sexual factors (in general cliques
in bureaucracies tend to be one-sex groups); racial and ethnic factors
(segregation between Negro and white cliques is especially pronounced).

What are the relations between the attitudes and behavior of infor-
mal groups and the productivity of the formal organization? This question
strikes directly at the relations between sociological variables (roles,
cliques, sanctions) and economic variables (output). Unfortunately the
answers to the question are conflicting.

Louis Schneider and Sverre Lvsgaard have suggested four possible
rclations between morale at the informal level and cffectiveness at the
formal level: (1) high morale and effcctiveness; (2) low morale and in-
effectiveness; (3) high morale and ineffectiveness; (4) low morale and
cffectiveness.? Because many industrial sociologists have focused on studies
of restriction of output,*® they have tended to stress the first two relations
as follows: High worker morale feeds back positively to productivity; low
morale results in slowdown and work restrictions and feeds back nega-
tivelv. Even in thesc two cases, however, it is necessary to distinguish
between morale vis @ vis management and morale vis @ vis the informal
group itself. In some situations workers may be thoroughly demoralized
from the standpoint of management's goals, vet at the same time have
very high morale among themselves. In such situations workers might be
able to create the fourth type of relation—high morale and ineffectivencss.
In still other cases investigators have found examples in which worker
morale is low by any index but in which productivity remains high.#! In
still other situations, such as the example from automation cited above,
in which the pace of production is outside worker control altogether,
worker-morale—whether high or low—might have very little to do with
productivity. )

The following lesson cmerges from the preceding paragraph: Prq-
ductivity in formal organizations is a phcnomenon .w1th many determi-
nants, of which informal work group morale is onc; mfprmal work group
morale is a phenomenon which contains many dimensions. Tq h.0pe for
any simple causal relations between morale and productivity is illusory.

3% John James, “Clique Organization in a Small Industrial Plant,” Research
Studies of the State College of Washington (1951), 19: 125-130.

39 “ ‘Deficiency’ and ‘Conflict’ in Industrial Sociology,” op. cit., p. 56.

40 F. J. Rocthlisberger and William . Dickson, Management and the Worker
(Cambridge: Harvard University Press, 1947); Stanley B. Matthewson, Restriction of
Output among Undrganized Workers (New York: Viking, 1931); Conrad M. Arcusherg
and Geoffrey Tootell, “Plant Sociology: ‘Real Discoverics and New Problems,” in
Mirra Komarovsky (ed.), Common Frontiers of the Social Sciences (Glencoe, Ill.: The
Free Press and the Falcon’s Wing Press, 1957), pp. 315-319.

41 William ]. Goode and Irving Fowler, “Incentive Factors in a Low Morale
Plant,” American Sociological Review (1949), 14: 618-624.
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The task at hand in industrial sociology is to isolate the conditions under
which morale has an adverse effect on productivity, the conditions under
which it has a positive effect, and the conditions under which it has no
effect. This means that the operative variables are not nearly so gross as
the complex we refer to as “informal organization,” which actually con-
ceals a hive of variables within itself.

Authority

As we have seen, many students of informal
group relations are preoccupied with two variables: morale and output.
The same variables dominate the concern with authority in industrial
sociology. Specifically, the issue boils down to the relations between type
of supervision (typically described in terms of an authoritarian-democratic
dimension) and worker morale. Many studies reveal that worker morale is
higher under “cmployee-centered” leadership than under leadership ori-
ented to technical standards of efficiency. An accompanying finding is
that high-morale workers cooperate better with onc another and with
management and thus affect productivity positivelv.#2 Most of the experi-
ments and field studies on supervision have been carried out in countries
with democratic traditions—cspecially the United. States and Great Britain.
Societies with more authoritarian traditions might not display the same
results.

Closely related to the relations between supervision and morale are
thc_ relations between the character of employee participation in decisions
to innovate and the willingness of cmployees to accept innovations. In a
survey of the published material, Michael Stewart found two competing
“schools” on this issue. The first maintains that industrial changes them-
selves arc not so threatening to the worker as the way they are introduced;
correspondingly, this school argucs for active worker participation. The
second school maintains that while participation may make a difference in
some cases, employee “resistance stems from very real anxieties about
employment, status, job-content, etc.” #3 This division of opinion is remi-
niscent of the divergent points of view between the Conflict of Interest
and the Human Relations approach outlined above.*

Excellent studies of Soviet industry by Berliner and Granick show
the importance of the authority and informal group relations in compara-
tive context.*® Soviet managers, these studies reveal, find themselves under
strain—pressured from above by political directives, production targets,
and the promise of premiums if they meet these targets; but at the same
time beleaguered by bottlenecks in the distribution of raw materials and
other supplies. Stated very simply, the managers are asked to meet pro-
duction targets but do not have ready access to the necessary facilities.

One common reaction to these strains is the appearance of semi-
institutionalized forms of deviance by Soviet managers. Examples of de-

42 Viteles summarized the numerous experiments and ficld studies in op. cit.,
pp. 161-162.

43 “Resistance to Technological Change in Industry,” Human Organization: (Fall
1957), 16: 36-37.

44 P, 43,

o Joseph S. Berliner, Factory and Manager in the USSR (Cambridge: Harvard

University Press, 1957); David Granick, Management of the Industrial Firm in the
USSR (New York: Columbia University Press, 1954).
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viance are saving a “slack” of production goods as a sort of backlog that
may be used in meeting future targets; misrepresenting accounts and books;
engaging in sub-quality production to reach the target level of output.
Apparently the Soviet political authorities tread a thin linc between
tolerating this deviance and cracking down on it when it threatens to get
out of hand.

From the sociological standpoint, onc of the most interesting adapta-
tions to the Soviet manager’s dilemma is the growth of a phenomenon
known as blat, or the “usc of personal influence in obtaining certain favors
to which the firm or individual is not legally or formally entitled.” *¢ The
manager who engages in this practice uscs an effective middleman (the
tolkach), usually a person with whom he has some personal tic (kinship or
fricndship, for example). By relving on this personal tic—combined at
times with monetary rccompense for the tolkach—the manager can often
secure otherwise unobtainable supplics.

Status

Two dimensions we have stressed in the analvsis of
bureaucracy are division of labor (occupational roles) and authority. Both
are important determinants of a person’s general status in a burcaucracy.
In general, the person who wiclds authority (a manager, for instance) hasa
higher status than a person lower down the ling; a person with a white-
collar job in the organization is likely to have a higher status than a manual
worker. In addition, the level of remuncration (which is corrclated with,
but not identical to, occupation and authority) determines an individual’s
over-all status in an organization. Scveral other determinants of status are
“imported” from outside the workplace: age (older persons, up to a limit,
occupy higher positions); sex (males occupy higher positions); and racial
or ethnic background (Negrocs, cspecially, are relegated to lower
positions).

. Since so many criteria detcrmine an individual’s status in an organiza-
tion, it is evident that a major focus of strain is ambiguity about onc’s
actual status. One is never completely certain which of the criteria—
authority, prestige, remuneration, scniority—arc most important, or ex-
actly where one stands on each criterion. One consequence of this ambs.
guity is the tendency for persons to become fixated on objective identifiable
symbols of status ( such as number of secrctaries per office, amount of floor
Space per office). Many conflicts in organizations revolve about the distriby.
tion of symbols rather than the distribution of the determinants of statys
underlying these symbols.”

A common characteristic of status svstems in formal organizations ig
a certain “tension toward crystallization” of scveral determinants of status
such as income, prestige, age, scx, and authority. This tension rests on the
assumption that people arc comfortable if thev and their co-workers are
either high or low on all features ofystatus, uncomfortable if thev are high
on some and low on others. In a studv of clerical workers, for instance
qurge Homans concluded that filing clerks—whose jobs were repctitive:
tiring, low paid, and closely supervised (in short, low on all aspects of

16 Berliner, op. cit., pp. 182.

47 For a bricf discussion of the importance of svinbols, cf. Barnard, “Functions

and Pathologies of Status Systems in Formal Organizations,” in Organization and
Management, Pp- 207-244.
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status)—had few status problems. “While the filing clerks did not like
their job,” Homans obscrves, “they felt, in cffect, it was just and right they
should have it.” The ledger clerks, on the other hand, whose job was better
on somec but not all counts than other positions, showed considerable
dissatisfaction and continucd cfforts to “bring all the status factors in line
in their favor.” ** This tendency for all aspects of status to be brought into
line with onc another underlies many conflicts in industrial settings—dis-
putcs over bringing wagc and skill diffcrentials into line, opposition to
promoting a voung exccutive too rapidly for his age and experience, opposi-
tion to women in positions of authority, and opposition to elevating

Necgroes into high-level jobs.

Communication

A fundamental condition for effective operation in
a burcaucracy is a free flow of information and orders. If information is
misunderstood, lacking altogcther, distorted in passage, or too slow in
arriving, confusion, uncontrolled suspicions, and normative conflict arise.
Many studies of industrial burcaucracy have uncovered typical points of
bottlencck and distortion in the passage of information. Up and down the
line the problems are distortion and omission at cach level; subordinates
“cover up” information they do not wish to have known by their superiors,
and forecmen “soften” orders out of sympathy with workmen. Particularly
disturbing to most burcaucracies is the practice of “jumping the line”—
ic., sending information and gricvances from low levels in the hierarchy
of authority directly to high levels, thus subverting the ability of the middle
levels to control or censor this information. ’

Structural Changes

] Many of the problems of economic bureaucracies
discussed so far may arisc within a given structure of the division of labor.
The occurrence of structural changes—sometimes very small ones—may
lead to cven more complicated reactions and adjustments. The most
familiar example of structural change is the introduction of new technology
—and the accompanying disruption of work routines, obsolescence of skills,
uncmplovment and loss of status.*® Less severe structural changes arc the
introduction of unannounced changes in rules and regulations and the
introduction of a new form of payvment (ec.g., picce-rates, commissions).>

In the past decade an interest in the cffects of succession (or turn-
over in personncl) on the industrial bureaucracy has been stimulated in
part by Alvin Gouldner's excellent study of succession in a gypsum plant.™
Gouldner traced the way in which the arrival of a new manager (with new,
strict company policics) shook up cstablished patterns of intcraction,

9-10 4% “Status Among Clerical Workers,” Human Organization (Spring 1953), 12:

49 For a particularly dramatic example of the effects of technological innovation
on a wholp community,. cf. W. I, Cottrell, “‘Death by Diesclization: A Case Study in
&11(; I}'?apchon to ‘T'echnological Change,” American Sociological Review (1951), 16:
I170-505.

50 George Strauss. “T'he Sct-up Man: A Case Study of Organizational Change.”
Human ()rgy;um:ulxon (Summer 1954), 13: 17-25. Nicholas Babchuk and William J.
Goode, “Work Incentives in a Sclf-determined Group,” American Sociological Review
(1951), 16: 679-687.

51 Op. cit., pp. 70-101.
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created a hiatus in the chain of command, led older officials of the company
to oppose him and mobilize rank-and-file sentiment against him, and so on.
More recently Robert Guest has studied the effects of the arrival of a new
manager whose emphasis was not on discipline and rule-enforcement, but
rather on worker participation in decisions, Correspondingly, according to
Guest’s study, his arrival did not stir the conflict and loss of morale ob-
served in Gouldner's study. Indeed, in Guest’s study the arrival of a new
manager increased the cffectiveness of authority.5

Distribution and Exchange

The Comparative Analysis
of Exchange Systems

Our exposure to cconomic thought for two cen-
turies has led us often to assume that the exchange of economic goods and
services occurs in a market. Even in our own market-dominated society,
however, we must contend with several forms of exchange that defy analysis
by traditional economic categories of supply and demand, price, interest,

profit, rent, and rational calculation of economic gain: ) .
1. The gift for a bride or baby, the.services of a friend’s wife who

prepares dinner, the “good turn”—all are exchanges of goods and services
of potential market value. To offer to pay in such exchanges, however, is
both inappropriate and insulting. Furthcm‘!?re,‘ any.ca']'cu]atlop that enters
these exchanges is better attributed to thg rationality .of sc_)cna] reciproca-
tion or status-secking than to the calculation of economic gain.

2. The redistribution of wealth through charity or progressive taxation
is again an exchange of potentially marketable commoditics. While the
economist may analyze the repercussions of these exchanges in the market,
his categories ‘of maximization, prices, ;nc} ret.urns seem distant from the
social rationale which initiates such redistribution. '

3. The mobilization of economic resources for public gog]s—thrgllgh
eminent domain, taxation, direct appropriation, and. selective service—
involves the transfer of economic goods and services without the intrusion
of an economic market. These exchanges affect the level of production,
prices, and income in the market, but the concepts of the market do not

in iginal exchange. ' o
exp]agnﬂ;ﬁeoc?t%er hand, wegstill observe the market in varying degrees of

o tnow the valuc of the economists’ theoretical appara-
perfection,® and we know the valuc the course of market behavior,

tus for explaining and perhaps pre:dlctmglvsiS in the matter of exchange?

What, then, is the scope of economic anal; e mal
at are the spheres of economic calculation that justify the postulate of

economic rationality? No matter what our final answers, we m‘isiccosndl!ge
in advance that contemporary economic theory cannot g?“t‘?ea 1Pe‘3]')]C
solutions for all the flows of goods and services, even in societies amenable
to economic analysis. . .

In societies where the self-regulating price market ,urllconsplcuous or
absent, the categories of economic analysis grow paler. hat can we say

52 Organizational Change: The Effect of Successful Leadership (Homewood, 1Il.:
Dorsey, 1962). For a comparison of the studies by Gouldner and Guest, cf. Guest.
“Managerial Succession in Complex Organizations,” American Journal of Sociology
(1962), 68: 4754, with comment by Gouldner and rejoinder by Guest, pp. 54-56.

53 Above, pp. 9-10.
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about fluctuations of production and prices in the Soviet Union? Certainly
the solutions for free-market economies have their limitations. Even more,
what can we say about the traditionalized and reciprocal gift-giving among
island peoples which does not hint at economic calculation, prices, or gain?
What can we say about the post-harvest distribution in Indian villages in
which the guiding principle is caste organization? What can traditional’
international trade theory say about the isolated trading port with fixed
exchange equivalencies that rule out price-determination by supply and
demand?

Economic anthropologists have been providing ethnographic descrip-
tions of non-market exchange systems for some time.>* In the past few years
a new interest in comparative exchange has been stirred by the appearance
of a volume edited by Karl Polanyi, Conrad Arensberg, and Harry Pear-
son.%® Roaming through the rccords of Babylon, .Mesopotamia, Greece,
Mexico, Yucatan, the Guinea Coast, and village India, they sketch a pic-
ture of the separation of trading practices from the familiar practices of
free-market exchange. In addition, the authors prepare a critique of the
analytic power of traditional economic theory and suggest some alternative
categories for a better comparative economics.

On the basis of their studies, Polanyi and his associates suggest that
economic activities fall into three main pattems of exchange. The first,
which they call reciprocative, is illustrated by the ritualized gift-giving
among families, clans, and tribes—as analyzed, for instance, by Malinowski
and Mauss.?® Another illustration is found among farmers of many civiliza-
tions, who frequently “pitch in” to work for one another, especially at har-
vest times. Economic calculation, price pavments, and wages arc typically
absent in these tvpes of exchanges. Goods or services are given because
it is traditional to do so; the only principle of calculation is the loose
principle that the giving and recciving of goods or services should “balance
out” among the exchanging parties in the long run.

~ The second pattern of exchange is redistributive. This involves
bringing economic goods and services to a central source—usually govern-
mental—and then redistributing them throughout the populace. Polanyi,
Arensberg, and Pearson identify several instances of this exchange pattern
in ancient Asian and African civilizations. Modern examples are organized
charity and progressive taxation. Like reciprocative exchange, redistributive
patterns arc characterized by an absence of economic calculation and price
payvments. In this case the principle of calculation seems to be one of
“justice”—i.e., what each class of recipients traditionally deserves.>?

The third pattem of exchange, more familiar in modern Western
civilization, is termed, simply, exchange. In this case economic goods and
services are brought into a market context. Priccs are not standardized on
the basis of tradition, but result from bargaining for economic advantage.
) Polanyi, Arensberg, and Pearson argue that formal economic analysis
1s equipped to handle only the third type of exchange, and that a different

54 Above, pp. 17-18.

53 Trade and Market in the Early Empires (Glencoe, 1ll.: The Free Press and the
Falcon’s Wing Press, 1957).

5 Above, pp. 18-19.

. 57 For a cn'ticispl and extension of the notion of redistribution, see my review
article, “A Comparative View of Exchange Systems,” Economic Development and
Cultural Change (1959), 7: 173-182.
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brand of economic theory is needed to analyze exchange systems that are
embedded in non-economic contexts. In fact, redistributive and reciproca-
tive svstems might be studicd fruitfullv by examining kinship, stratification,
and political systems rather than cconomic activitics as such. Clearly we
must modify the assumptions of traditional cconomics, which have evolved
in the study of market cconomics alone, if we are to create a morc compre-
hensive comparative economics.

Non-economic Elements in Narket Systems

Thus far we have focused on cxchange svstems
that arc dominated by sanctions other than cconomic supply and demand.
Even in exchange systems dominated by the price complex, we can obscrve
the intrusion of sociological variables. In the remaining discussion of distri-
bution and cxchange, we shall sample the cmpirical rescarch that illumi-
nates three tvpes of markets: the market for labor services, the market for
entreprencurial services, and the market for consumers’ goods.

‘The Labor Market

A central theme in the imperfection of the labor
market is the accent on sccuritv. This theme underlics workers’ concerns
with controlling the supply of jobs through closed shop and apprentice
control, scniority, lavoff rulcs, scverence pay, guaranteed annual wage, ang
their broader concerns with maintaining full emplovment through public
policy, compensating for uncmployment, and so on. Unlike markets for en.
treprencurial services (which is built on risk), capital funds, zm.d consumers'’
goods, then, the labor market is dominated by a concern with sccurity 5
Why should this be so? Labor supply cmanates above all from the
houschold or family unit.® The family, morcover, has as its central func-
tions—in modem socictv almost as its onlv functions—the socialization of
the voung and the cxl.)rcssion of cmotions and tcn.sions of the family
members. ‘Ihe loss of income or cmployment scriously tlyrcutcns the
performance of these delicate functions. % \V{: ﬁnd in most SOClctics certain
institutionalized arrangements—poor laws, mimimum-wage l;}\\-:s,. msq‘rl;)mce,
charity, compensation, weclfare fun(‘s——that'msurc.a] fuhn:l.\; )agl‘;:lstit igu;]‘l];_
ruptey” in the usual business scnsc. A family may )rc‘ll‘ i‘nlqc')]vcncv ;l'l,c,t.
that it should not do so for rcasons of purc mt]]dq:"nll;::nlt;:c eney- 1] g;
we frequently find institutional urlm'ngmcl]lglllt;nt ](‘)f sgtabilitv of its income
cconomic sccurity for familics and an e the distinctive sociological

and emplovment. Such arrangements stem g

functions of the family.

Whyv should not thc mar '
the houschold as well—be characterized by
sccurity? The answer lies in the naturc of occup

ket for consumers’ goods—which involves
a similar prcoccupation with
ational rolcs. The bread-

Labor Relations, 3rd cd. (Lngle-
This is not to say that the concern
and do. Sce above, pp. 52-33,
yrigin of industrial disturbances.
and Society (Glencoc. I1L.: The

38 Lloyd G. Reynolds, Labor Economics and
wood Cliffs, N. J.: Prentice-11all, 1960), pp. 10-12.
with Sccurity “cxplains” cvervthing that unions ask for
for-a comparison of several schools of thought on the «

3 Talcott Parsons and . Neil J. Smelser, Econonty
I'ree Press, 1956), pp. 53-50. , fenr

60 F. Wight Bakke, Citizens Without Work (New Haven: Yale University
Press, 1940), pp. 109-242.
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winner typically has an all-or-none relation with his job; he is either
employed or unemployed. If unemployed, his total flow of income stops.5!
In the market for consumers’ goods, the family spreads its expenditures
over a wide range of items, none of which dominates the budget in a way
comparable to the work role of its breadwinners.* All the family’s eggs
are never in one consumer’s basket. )

So much for the factors that condition the broad structuring of the
labor market. Considerable rescarch has been conducted on detailed aspects
of allocation and performance within a labor market—especially on labor
mobility (or turnover) and abscnteeism.

Several economic and social factors influence the rate of labor tum-
over. During times of prosperity the rate of voluntary labor mobility from
job to job riscs; during depression this rate falls. Involuntary layoffs increase
during depression and decrease during prosperity. Economic fluctuations
constitute perhaps the most important single determinant of labor mobility.
Other influences are occupation (the average tumover of teachers, for
instance, is much lower than that of factory workers); age (older workers
tend to change jobs less); sex (women move in and out of the labor force
more than men, but probably do not move geographically and occupation-
ally so much); and race (Negro men tend to show higher mobility rates
than white men). Labor unions directly reduce rates of quitting by their
pressure for seniority, their opposition to newcomers to plants, and their
grievance procedures that help solve labor problems short of forcing the
laborer to quit work. Insofar as unions agitate for full-employment pro-
grams (and prosperity), however, they indirectly increase voluntary rates
of quitting and decrease involuntary layoffs.%3 )

Research conducted under the auspices of the Tavistock Institute in
London focuses on the internal conditions of the “factory as an industrial
institution,” as a source of determinants of labor turnover. Particular
determinants that are stressed are the factory’s authority patterns, internal
conflicts among departments and within departments, and so on—all of
which presumably augment quit rates. Several items of research appear to
strengthen their arguments, but others challenge their conclusions.®*

Some of the conditions that appear to encourage absenteeism are high
wages (which lead to the backward-sloping supply curve and a preference
for leisurc); distance of residence from a plant; size of firn (which is un-
doubtedly related to morale); occurrence of holidays (absenteeism drops
just before holidays); age (young men display absenteeism more than old);
marital status (single more than married men); and arduousness of work

61 Thesc statements must be qualified by the facts that some families have more
than onc breadwinner and that, especially in modern times, some unemployment com-
pensation often awaits the uncmployed.

i 62 In expenditures on health and education, however, both of which are intimately
ticd to the family’s own functions, the same concern with security appears.

83 Reynolds, op. cit., pp. 311-312, 390-392; Her::ert S. Parnes, Research on
Labor Mobility (New York: Social Science Resecarch Council, 1954), pp. 140-143;
Hilde Behrend, * Normative Factors in the Supply of Labour,” The Manchester School
of Economic and Socidl Studies (1955), 23: 62-76.

64 A, K. Rice and E. L. Trist, “Institutional and Sub-institutional Decterminants
of Change in Labour Turnover,” Human Relations (1952), 5: 347; Hilde Behrend, A
Note on Labour Turnover and the Individual Factory,” Journal of Industrial Economics
« November 1953), 2: 58-64.
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(which encourages absentceism).% In a study of comparative rates of
absenteeism in two casting shops. John Fox and Jerome Scott concluded that
intelligent management policies can reduce absenteeism and thus minimize
the cffect of outside factors such as transportation difficulties.o

Onc final featurce of the labor market situation descerves mention, even
though it does not involve a direct articulation of economic and non-
cconomic variables. This feature concerns the internal political structure
of labor unions. Much rescarch on this aspect of labor unions takes as its
starting point—implicitly, at least—the thesis of Robert Michels that
oligarchic tendencies universally develop in formal organizations, even in
those dominated by democratic ideologies.8” In labor unions these tend-
encies are presumably evidenced by poor attendance at meetings, by in-
creasing lengths of tenure among union officers, and by the centralization
of the unions’ decision-making process.®® Under some circumstances these
tendencies mav be counteracted within a union.%® Moreover, some research
suggests that the upward flow of political influence has not necessarily
diminished in labor unions, but rather has changed its form. Even though
attendance at union mectings falls off (thus giving the impression of mass
apathy), informal primary-group intcraction at tlfe'shop level indicates
that those who attend meetings “represent” the OplnlOnS.Of many workers
who have talked through the issucs in inform‘?].conversa’t'an beforehand 10
Perhaps, then, the primary group should ‘be dxspoverqd in the union, as
it has been in the industrial plant by the industrial sociologists,

The Market for Entrepreneurial Services

In one sense the mark}et for entreprencurs 1S a
market for labor. But the contribution of this kind of labor is sufficient]y
distinctive to deserve special consideration. Unlike many laborers, the
entreprencur undertakes a risk in reorganizing the factors of production,
The form of entreprencurship vares widely; thg fm_lctlon may be per-
formed by an individual businessman, in the engineering department of ,
firm, in a civil service agency, to name a few. VVl}atevcr Its social form,
however, the place of entrepreneurship in economic development js crit-
ical.

%5 George B. Baldwin, Beyond Nationalization: The Labor Problems of Britigy,
Coal (Cambridge: Harvard University Press, 1955), pp. 208-225; John B. Knox, “Ap,
senteceism and Turnover in an Argentine Factory,” American Sociological Revie,,
(1961), 26: 424-428; F. D. K. Liddell, “Attendance in the Coal-Mining Industry,”
British Journal of Sociology (1954), 5: 78-86. . ) .

46 “Ahsentceism: Management's Problem,” Business Research Studies No. 29
(December 1943), Vol. 30, No. 4.

67 Robert Michels, Political Parties (New York: Dover, 1959).

98 Joscph Goldstein, The Government of Britislx‘Tradg Unions (London: Allen
& Unwin, 1952), especially pp. 269-271; Eli Ginsberg, * American Labor Leaders: Time
in Office,” Industrial and Labor Relations Review (194771948), 1: 283-293; George
Strauss and Leonard R. Sayles, “Occupation and the Selection of Local Unjon Officers,”
American Journal of Sociology (1952-1953), 58: 585-591; Strauss and Sayles, “The
Local Union Mecting,” Industrial and Labor Relations Review (1952-1953), 6:
206-219.

09 Seymour Martin Lipsct, Martin A. Trow, and James S. Coleman, Union Democ.
racy (Glencoe, Ill.: The Free Press, 1956). ' .

70 Joseph Kovner and Herbert J. Lahne, “Shop Society and the Union,” Indus.
trial and Labor Relations Review (1953-1954), 7: 3-14.
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The essence of entrepreneurial activity is the disruption of existing
patterns of production and the initiation of new pattems.” In the genesis
of entreprencurship the Weber thesis becomes relevant once again. The
attitudes favorable to systematic exploitation of the social and cultural
world that emerged from the ascetic Protestantism encouraged, among
other things, entrepreneurial activity. This complex of Protestantism com-
bined with certain distinctively American values to give this country an
extremely fruitful breeding group for individualistic entrepreneurial activity
and economic growth.™ Competitive nationalistic values may also en-
courage entrepreneurship, but in this case entrepreneurial innovation more
often takes a political form. Van der Kroef, basing his views on the In-
donesian experience, has argued that nationalism has hindered entrepre-
neurial activity in that country. Anti-Dutch and anti-Chinese feeling has
given rise to an image of the entrepreneur as a sinister, untrustworthy
figure; furthermore, Van der Kroef asserts, Indonesians have come to
expect not dynamic economic growth from their government but rather
security and a place in the state bureaucracy.™

Cultural values such as Protestantism or nationalism, however, do not
by themselves produce entrepreneurs. Individuals have to be motivated to
undertake entrepreneurial activity in the name of these values. How is this
accomplished? Some have argued that early socialization of the child is
critical in motivating individuals to become constructive deviants in the
economic realm.™ Early socialization does not, of course, necessarily run
counter to the influence of cultural values; it may complement them.

In addition to cultural and personality determinants, social structural
factors are important in determining whether motivated entrepreneurs
succeed. Some have pointed to the importance of blocked alternative paths
to prestige; nonconformists in England, for instance, were relatively un-
able to work their way into the clerical, military, and political elites in
pre-industrial Great Britain. Economic activity thus was indirectly en-
couraged as a means to societal rewards.”™ More broadly, the institutional-
ization of achievement and universalism in the social structure provides a
setting in which entrepreneurs can move resources by economic sanctions.

Finally, entrepreneurship depends on such economic determinants

71 An expanded definition is given by Arthur H. Cole, “Entrepreneurship and En-
trepreneurial History: The Institutional Setting,” in Harvard University Research Center
in Entrepreneurial History, Change and the Entrepreneur: Postulates and Patterns for
Entrepreneurial History (Cambridge: Harvard University Press, 1949), p. 88. Bert F.
Hoselitz has drawn the contrast between industrial entrepreneurship—which does indeed
disrupt existing production patterns—and commercial entrepreneurship, which is the
ability to capitalize on market transactions—and which does not reallocate factors of
production. “Entreprencurship and Economic Growth,” American Journal of Economics
and Sociology (1952-1953), 12: 97-110.

72 Thomas C. Cochran, “Role and Sanction in Americin Entreprencurial History,”
in Harvard University Research Center in Entrepreneurial History, op. cit., pp. 171-173.

73 Justus M. Van der Kroef, “The Indonesian Entrepre =ur: Images, Potentiali-
ties a‘rzc'l5 Problems,” American Journdal 0) Economics and Sociology (1959-1960), 19:
413-425.

74 David McClelland, The Achieving Society (Princeton: Van Nostrand, 1961);
Everett SE'B Hagen, On the Theory of Social Change (Homewood, Ill.: Dorsey, 1962),
Chaps. 5-8.

P Yale Brozen, “Determinants of Entrepreneurial Ability,” Social Research
(19> .}, 21: 344-349; Hagen, op. cit., pp. 240 ff.
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as availability of profits (or corresponding political and prestige rewards),
access to capital funds, and an appropriate market for new products.™

These several determinants of entrepreneurial activity have not been
combined in such a way as to allow for specific predictions of the appear-
ance of clusters of entrepreneurial ability. Rather, the determinants con-
stitute a list of contributing factors, for each of which certain historical
instances of association with entreprencurship can be ecnumerated. But this
is not sufficient. As David Landes has argued, entreprencurial daring is “to
be found in greater or less degree all over the world.” 7 The research group
on entrepreneurship at Harvard was able to locate somectimes vigorous
entepreneurial activity among many kinds of agents—among the nobility
of many lands (traditionally assumed to be without initiative in economic
activity ), and even among Russian serfs (often thought to display the essence
of economic conservatism ).’ What is required in the analysis of entrepre-
neurship is not only a longer list of dcterminants, but also their combina-
tion into distinctive patterns; only in this way can explanations of the dif-
ferential occurrence of entrepreneurship be made more precise.

Market for Consumers’ Goods

We shall mention only two aspects of the market
for’ consumers’ goods—the one-price system and the role of advertising,
Bargaining through haggling and preferential pricing based on partjc.
ularistic ties (e.g., charging less to members of onc’s cthnic group) have
diminished—though not disappeared—in contcmporary Wcstc'rn' market
structures. In their place has arisen the practice of standar'd pricing for a
product; the purchaser may accept or reject the price, but is not normally
able to modify it. Two structural features that underlic this one-price sys.
tem are the depersonalization of the market and the COm.p]C'XIt'v' of the
market. With the rise of centralized production and mass dxstnbuhon, the
personal ties between sellers and buyers have weakened. Accordingly, new
standards of trustworthiness (other than Pal’thlﬂal’lSth ties) have been
introduced into the market—standard pricing for all comers, the use of
guarantees on products, the use of standard brand names, and so on. In
addition, products have become so complex and diversified that it be-
comes difficult for the consumer to assess thf: .tccl'lmcal qua]{ty ~co,f the
original product (e.g., a television set) and servicing it may ]refql!uc,‘ 3
As the market becomes more depcrsonallzcd and complex, dd\’el’tlslng
arises as one of the primary means of influencing customcrs. In one respect
advertising is a functional equivalent for personal contacts between sellers

76 Brozen,. “Determinants of Entreprencurial Ability,” op. cit., pp. 352-362,
Williams has attributed some of the failure of the Clllngsc.nn Indonesia to become
entrepreneurs to the lack of Chinese banks and the inhospitality of Eurqpean banks. to
the Chinese middlemen. Lea E. Williams, “Chinese Entreprencurs in Indoncsia,”
Explorations in Entrepreneurial History (October 1952), V: 342-344. .

77 David S. Landes, “A Note on Cultural Factors in Entrepreneurship,” Explora.
tions in Entrepreneurial History (1949), 1. 8-9. ) ) )

78 See the various articles in Vol. VI, No. 2 of Explorations in Entrepreneurial
History; also Henry Rosovsky, “The Serf Entrepreneur in Russia,”” Explorations in Entre.
preneurial History (May 1954), VI: 207-233.

70 See Parsons and Smelser, op. cit., pp. 157-159. For a casc study of the one.
price system in watch-repairing, cf. Fred L. Strodtheck and Marvin B. Sussman, “Of
Time, the City, and the ‘Onc Ycar Guaranty’: The Relations between Watch Owners
and Repairers,” American Journal of Sociology (1955-1956), 61: 602-609.
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and buyers. Many studies on the actual influence of advertising on buyers
have been conducted, but much of our knowledge rests on received folklore
and the assertions of interested parties. In addition, there has developed
over the past decades a kind of image of the consumer as “one of a
captive audience of docile birds charmed and terrified by serpentine ad-
vertisers.” #¢ This image undoubtedly stems from a sort of fantasy of omnip-
otence held by the advertising profession and those who fear its effects.

As indicated, little is known about the quantitative impact of advertis-
ing on the consumer. One piece of recent research, however, has yielded
insights concerning the form this-influence might take. In an investigation
of community buying, voting, and other activities, Elihu Katz and Paul
Lazarsfeld isolated what they call the “two-step” flow of influence. Any
given community is composed of certain “influentials,” who do in fact
maintain close touch with national and international advertising. The re-
mainder of the buyers, normally out of touch with or uninfluenced by
advertising, are nonetheless influenced personally, largely through informal
contact in the community, by the “influentials.” 8! This research adds
complexity to the model of mass influence by mass media; it also marks
the “discovery” of the primary group (in which personal, rather than mass
influence is the keynote) in the field of consumption, as it has been dis-
covered in productive contexts by industrial sociologists.

The Process of Consumption

A convenient starting point for the analysis of
consumption is utilitarianism, which dominated economic thought in the
early nineteenth century. The dominant feature of utilitarian thought is
that while it held human wants to be an important determinant in the
production and distribution of goods and services, it rested on the assump-
tion that in society these wants were essentially structureless—i.e., random
in variation in society and to be taken as “given data” for every case of
economic analysis.5> Much of the history of consumption theory in eco-
nomics during the past century has been marked by an attempt to read
some psychological or social structure (especially the former) into the
concept of demand.

One significant modification of the classical position came at the
hands of Alfred Marshall (1842-1924), who incorporated at least some
primitive notions of psychological and social structure into demand theory.
Taking the concept of elasticity, which had developed in past decades in
English classical economics, and the concept of marginality, which had
been devcloped by the Austrian school as well as other thinkers, Marshall
built some psychological structure into wants. By the principle of dirplplsh-
ing marginal utility, Marshall held that the utility of a product diminishes
as an individual acquires more of it. The extent to which this effect occurs
depends, for Marshall, on the elasticity of the demand for the product.

In addition, Marshall indicated that in fact many of the wants of
human beings are socially structured in relation to cultural and social pat-
terns. His connection between wants and activities leads to this insight.

80 Lincoln H. Clark, “Preface,” in Clark (ed.), Consumer Behavior: The Dx-
namics of Consumer Reactions (New York: New York University Press, 1955), p. Vil

81 Personal Influence (Glencoe, 111.: The Free Press, 1955). .

82 Talcott Parsons, The Structure of Social Action (New York: McGraw-Hill,
1937), pp. 60-69.
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Marshall recognized the existence of certain necessaries for subsistence and
for different occupations. But in addition he noted the importance of
“activities,” in which he included ambition and the pursuit of higher
social goals, as themselves parts of civilization which systematically gen-
erated wants. Though Marshall did not carry this reasoning into formal
demand theory, he was arguing that something besides residual wants deter-
mine demand; wants depend in part on the type of civilization in which
the economy is embedded. In this way Marshall introduced an element of
social determination into demand, above and bevond the simply psycho-
logical utility functions.s?

In a very different tradition from Marshall, though writing about the
same time, Thorstein Veblen (1857-1929) also suggested, in his famous
theory of conspicuous consumption, that something besides randomly
assorted individual wants determine the naturc of demand. The very
wealthy, Veblen argued, choose their patterns of expenditure to underline,
symbolize, and fortify their class position vis a vis the rest of the commu-
nity. Again, this marks the introduction of a social vayial?le into the con-
cept of demand, though Veblen never formalized this insight.?4

In the past several decades the Marshallian theory of demand has
been displaced by preference theory, or indifference curve analysis, which
stems particularly from the work of Vilfredo Pareto and John Hicks.
Marshall began with an individual’s relation to a single prqdug:t; the in-
difference curve analyst asks rather at what rate will the individual be
willing to substitute one product for another? For two or more products,
the analyst plots a series of points at which the individual is “indiffcrent”
(i.e., he has no reigning preference) for the marginal increment of each
product (he would just as soon have an increment of cither one). This
series of points results in an indifference curve, the exact shape of which
depends on the substitutability of the products and the marginal utility of
each. The advantages that economists attribute to preference thegry are
that it eliminates the measurement problems that arise with notions of
diminishing marginal utility, and that it brings more thgn one product
into demand theory. From the standpoint of economic s_ocno]ogy, however,
preference theory is essentially structureless, for changes in demand depend
ultimately only on changes in income of the buyer and price of products,
Tastes are “given” from the standpoint of economic analysis.

The work of Kevnes brought into sharp focus the balance be_tween
consumption and savings; for him the balance between savings and invest-
ment behavior played a critical role in his equnhbrlurp theory’. Keyneg’
theory rests on what he called a “fundamental psvchological law” concern-
ing the marginal propensity to consume, whereby “when [any modern com-
munity’s] real income is increased [the community] will not increase its
consumption by an equal absolute amount, so that a greater absolute
amount must be saved.” # While Keynes admitted that factors other than
this law may affect savings, he did not give them a formal place in his

83 Parsons, op. cit., Chap. IV. )

84 Theory of the Leisure Class (New York: Modern Library, 1934). For an
attempt to formalize the Veblen effect, as well as other peculiarities of consumption, cf,
Harvey Leibenstein, “Bandwagon, Snob, and Veblen Effects in the Theory of Consumer
Demand,” Quarterly Journal of Economics (1950), 64: 183-207.

85 General Theory of Employment, Interest, and Money (New York: Harcourt,
Brace, 1936), p. 97.
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theory. In the end, then, all we need to know in order to assess the savings
ratio is the total income of society and the distribution of this income.

The most serious challenge to the Keynesian postulate is found in
James Duesenberry’s theory of consumption. Basing his case on general
sociological and economic evidence, Duesenberry challenged two of Keynes’
assumptions: (1) that every individual’s consumption behavior is inde-
pendent of every other individual, and (2) that people who have recently
fallen from a higher income level to a given income will spend and save in
the same manner as people who have risen from a lower income level to the
same level. To account for the mutual interdependence of consumers’ be-
havior, Duesenberry developed a utility index incorporating the influence
of the expenditure of other individuals. Using this “demonstration effect,”
he argued, contrary to Keynes, that people will not save proportionately
more at higher levels of income, but that at every income level the savings
ratio will be approximately the same. To incorporate his second challenge
to Keynes, Duesenberry argued that people save more when they arrive at
their highest income level ever attained than when they have fallen to
that level from an even higher one. The principle is that when income falls
previous consumption needs will continue until spending adjusts to the
new income level.88

Duesenberry attempted to fortify his principles by reference to a wide
range of data; in a subsequent study, James Tobin collected a great deal
of data in an attempt to test the relative adequacy of Keynes' and Duesen-
berry’s formulations; as might be expected, he found that some data sup-
ported the one, some the other formulation.®” From the standpoint of
economic sociology, however, neither theory brings many social structural
variables to bear on consumption. Keynes' principle allows for the infer-
ence either that social structural elements change at the same rate as
income changes, or if they change differently, they cancel out in the ag-
gregate. Duesenberry marks an advance insofar as he introduces the effect
of one consumer on the other and the effect of the past on the present. But
both these effects are essentially “contentless” as far as structural impera-
tives themselves are concerned; he introduces only a “conformity” principle
and an “inertia” principle.

Duesenberry’s analysis introduces very géneral sociological perspec-
tives into demand theory. The recent work of Milton Friedman on his
“permanent income theory of consumer behavior” contains a few socio-
logical variables. Basically Friedman holds that the ratio of consumption
to permanent (discounted, expected) income is a function of the interest
rate, the ratio of assets to permanent income, and “tastes.” Friedman men-
tions that the sociological variables of age and composition of family
affect tastes.®® In a similar theory, Franco Modigliani, R. E. Brumberg,
and Albert Ando hold that consumption is a function of current and
expected income and assets. Again the expected income is influenced by
such factors as age of retirement, the age distribution of the population,

86 Income, Savings, and the Theory of Consumer Behavior (Cambridge: Harvard
University Press, 1949).

87 “Relative Income, Absolute Income, and Saving,” in Money, Trade and Eco-
nomlig SCrlostgth: Essays in Honor of John Henry Williams (New York: Macmillan, 1951 ),
PP- =120 .

88 A Theory of the Consumption Function (Princeton: Princeton University
Press, 1957).
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and so on.%® The sociological variables these theories incorporate are limited
to gross demographic indices.

In the past two decades some analysts have displaved a dissatisfaction
with deductive theories of diminishing marginal utility and indifference
curve analysis. Ruby Turner Norris, for instance, has argued that consump-
tion theory should not be written in terms of diminishing marginal utility
“or any alternative of that theory.” Rather, she would divide short-term
purchases into several categories according to type of expenditure. Espe-
cially important are (1) those expenditures which involve no calculation,
such as legal obligations (e.g., rent), forced savings for Christmas clubs,
income taxes, insurance health plans, and so on; (2) areas in which careful
weighing occurs, as in investment in certain stocks on the exchange; and
(3) a “dynamic residual,” in which the purchaser makes sporadic experi-
mental purchases.® While perhaps psychologically more satisfactory than
some of the simpler theories of many economists, this theory marks a re-
treat toward pure description—imitative, rational, and experimental pur-
chases. It does not produce a theory of demand, as do the deductive theories
of indifference curve analysis and diminishing marginal utility analysis.

An even more radical rejection of economic theory is found in the
work of George Katona.”® Unlike cconomic theorists, Katona argues that
he will not make any universal assumptions about economic behavior,
rationality, and the like, but will study economic behavior as it exists. With
this somewhat behavioristic approach (combined with a version of Gestalt
psvchology), Katona attempts to assess peoplc’s attitudes about spending
and saving, the degree to which people plan, and the degree to which their
attitudes and plans actually manifest themselves in buying patterns. The
major research tool which Katona and his associates employ is the survey
research method. In general Katona does not develop any generalized
theory of consumption behavior; rather, he works with low-level generaliza-
tions that relate attitudes, income level, and so on, seldom systematically
introducing any social structural variables that affect consumption.

Throughout this critique of consumption theory we have noted a
lack of incorporation of social structural variables. Behind this critique
lies, of course, our own preference for this kind of demand theory. What
kind of theory would this Be? We would conceive that consumers classed
according to various sociological dimension (social class, race), are differ-
entially involved in social structures; these structures impinge on their spend-
ing patterns both at a gross level (e.g., spending-saving ratios) and at a
detailed level (e.g., the kinds of consumer items used to svmbolize sex
roles). Thus, for any given consumer, we would note sex, marital status,
age, and position in class structure, and posit certain levels and kinds of
spending and saving that symbolize his involvements in social structural
contexts. Then, by aggregating these attachments to such contexts, a con-

80 Modigliani and Brumberg, “Utility Analysis and the Consumption Function:
An Interpretation of Cross-Sectional Data,” in K. K. Kurihara (cd.), Post Keynesian Eco-
nomics (New Brunswick, N. J.: Rutgers University Press, 1954), pp. 388-436; Modig-
liani and Ando, “The ‘Permanent Income’ and the ‘Life Cycle’ Hypotheses of Saving
Behavior: Comparison and Test,” in Irving Friend and Robert Jones (eds.), Proceedings
of the Conference on Consumption and Saving (Philadclphia, 1960), pp. 49-174.

00 T;he Theory of Consumer's Demand (New Haven: Yale University Press, 1941),
pp. 98-108.
c 91 Psychological Analysis of Economic Behavior (New York: McGraw-Hill, 1951),

hap. III.
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sumption function, or rather a series of consumption functions, could be
reproduced for incorporation into various theories of demand.

Unfortunately such a program is in the visionary stage. No compre-
hensive consumption function based on such structural variables has yet
been produced.?? All we possess is a number of somewhat disparate em-
pirical studies that show differential saving and spending patterns on the
part of persons classified according to various sociological categories. Let us
at least explore some of the implications of these studies.

For any consumption theory it is important to discard the traditional
view of the household as the only significant spender and saver. The gov-
. emnment, for instance, as well as voluntary associations, business firms, and.
the like, contribute much to any demand for products, especially in a com-
plex economy. For saving it is perhaps even more important to take into
account the behavior of firms, governments, and various institutional savers
such as “insurance companies, savings and commercial banks, savings and
loan associations, trust companies, trust funds, investment trusts, pension
funds, and endowments.” 9 While the savings base for these different forms
of savers may rest in part in household decisions, the effective deter-
minants of saving and spending behavior of these agencies often cease to
depend on household decisions.

For any consumption theory it is necessary to specify the relevant
aspect of spending and saving to be studied. Is it the ratio of Savings and
spending? Is it the ratio among different kinds of spending (consumer
durables, food, clothing)? Is it the ratio among different kinds of saving
(insurance, cash, stock purchases)?

With regard to food consumption, for instance, the following kinds
of social correlates are of some interest: (1) Sex and age. Women con-
sume less than men, children less than adults. (2) Ecology. Rural popula-
tions consume more than urban populations on the average, but variation
and product differentiation is greater in urban areas. -(3) Economic re-
sources. In general those near the starvation level spend almost all their
increments of income on food; above this level “Engel’s law” takes effect
and with increments of income a smaller proportion is spent on food;
then in the upper reaches, when sedentary occupations dominate, the ab-
solute amount spent for food may actually decrease in some cases.®* (%)
Occupational status of family members. Generally, as the income of family
increases at middle-income levels, the proportion of income spent on food
diminishes; but if this increase results from the fact that the wife takes a
job, the proportion spent on food may increase, because of reliance on more
service costs on food (e.g., frozen foods), more meals taken out in restau-
rants, and so on. Such dimensions should be incorporated into an aggregate
consumption function for food. )

Similar variables—age, family size, race, home-ownership status, and
degree of urbanization—affect aggregate savings and spending patterns. It
appears, for instance, that the marginal propensity to consume for wage-

- 92 For a tentative theoretical formulation, cf. Parsons and Smelser, op. cit., Pp-
-227. .
93 Woodlief Thomas, “The Institutionalization of Savings: Trends and Irppllc?-
tions,” in Walter W. Heller, Francis M. Boddy, and Carl E. Nelson (eds.), Savings in
the Modern Economy (Minneapolis: University of Minnesota Press, 19?3), p- 169.
94 Carle C. Zimmerman, Consumption and Standards of Living (Princeton: Van
Nostrand, 1936), pp. 75-117.
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eamners is very high, for farmers very low, and for aggregate nonwage-earner
non-farm consumers somewhere in between.?® Negroes generally save more
at all income levels than whites, except for high-income southern Negroes,
who appear to save less than southern whites at that income level.?¢ Social-
class conditions the form of leisure chosen—whether an individual goes to
a cocktail lounge or a bar, to a library or a zoo, to a play or to the movies,
and so on.®" Life-cycle variables also prove to be an important variable in
demand—variables such as when children are born, when the house is pur-’
chased (other durables are purchased with a house), and so on.®

In the construction of any consumption function—for a particular
product, for a particular class of products, for consumption in general, or
for the consumption-savings ratio—no particular sociological variable is to
be regarded as the key determinant. Different combinations of sociological
variables enter into different statements of consumption functions. What
is required for the development of an adequate sociology of consumption is
vigorous pursuit of three lines of intellectual activity: first, a re-analysis
of existing budget, cross-sectional, attitudinal, and other data to assess
which " sociological categories appear to contribute the most important
sources of vanation in consumer demand; second, the conduct of new
studies explicitly oriented to the sociological variables of social class, life-
cycle, and so on; and third, the attempt to combine different sociological
variables into definite models of consumer behavior. This last operation
rests in part on the results of empirical research; it also involves, however,
the purely logical operation of refining classifications of social variables
and combining them into organized patterns of influence, rather than pre-
senting these variables merely as a long list of possibly influential factors.

Conclusion
What lessons may we draw from this long ex-
ploration of the impingement of sociological variables on production, dis-
tribution, and consumption? There is little doubt of the general strength
of these sociological variables. Not only is there a sociology of economic
life, but this sociology conditions the behavior of strictly economic vari-
ables. Again, however, economic sociology is very long on numbers of vari-
ables, but very short on adequate data, classifications of variables, and
organization of variables into models. Most sociologica} studi'es emphasize
some single variable (e.g., informal group membefshlp). Little effort is
made to show the theoretical relevance of this variable to the corpus of
economic theory or the other sociological variables. In economic sociology,
then, we need not only more research; we also need improved classification
schemes that reduce redundancy in the existing lists of variables, sharpen
the differences among them, and cast them in such a way that they can
articulate with economic variables. Only in this way can the field produce
more than a mere proliferation of new variables and bits of insight.
. 95 Lawrence R. Klein, “Keynesian Theory and Empiriml Inquiry: A Note on
‘Middle-Range’ Formulation,” in Komarovsky (ed.), op. cit., pp. 384-385.

96 Lawrence R. Klein and W. H. Mooney, “Negro-white Savings Differentials
and the Consumption Function Problem,” Econometrica (1953), 21: 433,

97 Alfred C. Clarke, “The Use of Leisure and its Relation to Levels of Occupa-
tional Prestige,” American Sociological Review (1956), 21: 301-307; R. Clyde Whyte,
“Social Class Differences in the Uses of Leisure,” American Journal of Sociology (1955-
1956), 61: 145-150.

98 Nelson N. Foote, “The Autonomy of the Consumer,” and William H. Whyte,
Jr., “The Consumer in the New Suburbia,” in Lincoln H. Clark (ed.), op. cit., pp. 1-24.
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In both Chapters 3 and 4 our analysis had a “time-
less” character. We were interested in the mutual influence among eco-
nomic and non-economic variables at the broad societal level and at the
level of concrete economic processes. But we seldom asked how this mutual
influence leads to cumulative social and economic changes over time. In
this chapter we shall open this inquiry.*

Several Types of Change .

Perhaps the simplest kind of change is that which
results from the circulation of various rewards, facilities, and per89n“el
through an existing structure. We might refer to this kind of change simply
as social process. An economic example is the process of allocating goods,
services and money in day-by-day market transactions. Sometimes this
process gives rise to regularities in the movement of indices—as in mven-
tory cycles, trade cycles, and redistributions of wealth. Outside 'the, eco-
nomic sphere, similar processes are observable. “Social mobility,” for
instance, often refers to the movement of persons through a status hier-
archy; it does not necessz rily involve any structural change in the hierarchy

* A portion of this chapter is a revised version of a chapter “Mcchan{sms of
Change and Adjustment to Change,” written for a volume entitled Industrialization and
Society, cdited by Wilbert E. Moore and Bert F. Hoselitz, and published by Mouton,
The Hague, in collaboration with UNESCO, in 1963. :
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itself. A political election often involves a redistribution of political power
and a turnover of political personnel, but not necessarily any constitutional
or legal changes in the political framework. The key defining characteristic
of process, then, is that change takes place within an existing structure.

A type of change intermediate between social process and changes in
social structure is segmentation. This refers to the proliferation of addi-
tional structural units that do not differ qualitatively from existing units.
An example of segmentation is natural population increase, in which new
families—but not necessarily a new family structure—are created. A second
example is the addition of new firms to the market when demand increases.
In both cases segmentation refers to the multiplication of structurally
similar units.

Structural change proper, however, involves the emergence of qualita-
tively new complexes of roles and organizations. In Berle and Means’ anal-
ysis of the separation of ownership and control in the modern corpora-
tion,! for instance, the change involved more than the growth of new
firms. It involved the growth of new roles (managers, passive stockholders)
and a new type of organization (the modemn corporation).

Though it is possible to separate social process, segmentation, and
structural change analytically, the three are intimately associated em-
pirically. Economic innovations (e.g., the establishment of new industries
such as railroads) involve structural changes that are of sufficient mag-
nitude to produce, or at least initiate business cycles. Sometimes the seg-
mentation of family units creates population pressure that is difficult to
contain-in a social system without far-reaching changes in the structure of
production and consumption.

In this chapter we shall concentrate on structural changes, emphasiz-
ing those that are associated with economic and social development (some-
times called “growth” or “modernization”).

Economists’ Views of Development

Marx’s view of the evolution from feudalism to
capitalism to communism involves a series of metamorphoses at the struc-
tural level—in the relations among classes, between the state and the
economy, and so on. In the past few decades, economists have tended to
move away from the analysis of structural changes of this magnitude, and
to concentrate on the movement of quantitative cconomic indices. Accord-
ingly, many economists begin with a notion of growth that is limited to
some index such as growth of output per head of population, or steel pro-
duction, or size of labor force. Such a notion forms the basic dependent
variable.

The basic independent variables that determine rates of growth are
found in the factors of production—natural resources, capital for invest-
ment, labor, and entrepreneurial talent. Other economic variables imme-
diately involved with the supply of these factors are savings, inflation, bal-
ance of payments, foreign aid, size of population, and rate of ‘population
change.?

1 Above, p. 46. .

2 For a review of modern theories of growth that incorporate sucl variables, of.
Henry J. Bruton, “Contemporary Theorizing on Economic Growth,” in Bert . Hose-
litz (ed.), Theories of Economic Growth (Glencoe, Ill.: The Free Press, 1961), pp.
243-262. ’
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Economists sometimes investigate what they call “structural change,”
but this concept is often limited to the relative rates of growth of different
industries. As Henry Bruton summarizes the problem of structural change:

. it seems reasonably clear that no one narrowly defined industry
will continue to grow at a constant percentage rate; rather it may be ex-
pected to grow strongly in the period immediately after its inception, and
then to taper off as it catches up with the rest of the economy. This
means that at any given period of time, a few industries are experiencing
vigorous and rapid development and are, as it were, pulling the rest of
the cconomy along. However, this rate of growth does not continue
indefinitely. It begins to taper off toward the level of the rate of growth
of the cconomy as a whole; eventually it will fall below the rate, and
possibly decline in absolute terms.3

After an industry has “caught up,” Bruton suggests, its future rate of growth
depends on one or more of three immediate economic determinants—
population, demand, and technology.

Sociological Aspects of Economic Growth

Behind the immediate economic variables lie a

host of cultural, social, and psychological determinants. The savings-invest-
ment complex, for instance, is conditioned in particular by the kinship
and stratification systems. Inflexible gift-giving rituals may “tie up” con-
sumption in traditional forms and thus make for a low level of savings. The
style of life of an aristocracy may make for high levels of consumption.
This style of life, moreover, may emphasize savings in the form of heir-
looms or jewelry which “freeze” savings so that they cannot be invested
in economically productive enterprises. Presently we shall illustrate the
effects of non-economic variables on the availability and flexibility of the
factors of production, which in turn affect the rate of economic growth.
Later in the chapter we shall inquire into changes in the social struc-

ture that are concomitant with, and in some cases determined by, economic
development. In analyzing these relations between economic growth and
social structure, it is possible to isolate the effects of several interre]a@ed
technical, economic, and ccological processes frequently accompanying
development: (1) In technology, the change from simple and tradition-
alized techniques toward the application of scientific knowledge. (2) In
agriculture, the cvolution from subsistence farming toward commercial
production of agricultural goods. This means specialization in cash crops,
purchase of non-agricultural products in the market, and frequently agn-
cultural wage-labor. (3) In industry, the transition from the use of human
and animal power toward industrialization proper, or “men aggregated at
power-driven machines, working for monetary return with the products of
the manufactuing process entering into a market based on a network of
exchange relations.” + (4) In ecological arrangements, the movement from
the farm and village toward urban centers. These several processes often
occur simultaneously. However, certain technological improvements—e.g.,
the use of improved seeds—can be introduced without automatically pro-

3 Ibid, p. 263.
4 Manning Nash, “Some Notes on Village Industrialization in South and East
Asia,” Economic Development and Cultural Change (1954-1955), I11: 271,
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ducing organizational changes; agriculture may be commercialized without
accompanying industrialization, as in many colonial countries; industrializa-
tion may occur in villages; and cities may proliferate in the absence of
significant industrialization, as was the case with many medieval trading
centers. Furthermore, the specific social consequences of technological ad-
vance, commercialized agriculture, the factory, and the city, respectively,
are not in any sense reducible to one another.

Nevertheless, these technological, agricultural, industrial, and eco-
logical changes tend to affect the social structure in similar ways. All give
rise to the following typical structural changes that ramify throughout
society: (1) Structural differentiation, or the establishment of more
specialized and more autonomous structural units. We shall illustrate this
process in several different spheres—economy, family, religion, and stratifi-
cation. (2) Integration, or the establishment of new coordinative struc-
tures—especially legal, political, and associational—as the old social order
is made obsolete by the processes of differentiation. (3) Social disturb-
ances—mass hysteria, outbursts of violence, religious and political move-
ments—which reflect the social tensions created by the processes of differ-
entiation and integration. Later in the chapter we shall specify these
structural changes and show their relations to one another.

Sociological Determinants of Growth

Vicious and Beneficent Circles of Growth

. For an analysis of how sociological variables im-
pinge on economic growth, we begin with an economic model expounded
!)y Ragnar Nurkse.® Underdeveloped areas, he argues, frequent}y are cgught
in a trap of low per-capita output—a trap composed of two vicious circles,
one on the side of the supply of factors of production, and one on the side
of demand for products.

On the supply side, capital is scarce because of the low capacity of
people to save. This low capacity to save is a reflection of the low level of
real income. The low level of income is a reflection of low productivity in
the economy, which in its turn is due largely to the lack of capital. The
lack of capital is a result in part of the small capacity to save, and so the
circle is complete. These variables form a system of mutual determination,
the net effect of which is to keep the values of all the variables small.

On the demand side, inducement to invest may be low because of
the limited buying power of the people, which is due to their small low
real income. This low real income results from low productivity, which in
tumn reflects the small amount of capital used in production. The low
volume of investment, finally, rests on the small inducement to invest.
Again the interaction among all the variables operates to keep every vari-
able low in value.

Much of Nurkse’s exposition is devoted to examining the ways in
which these vicious circles can be broken. If this can be done—i.e,, if it is
possible to raise the value of one variable, such as the inducement to
invest—all the variables will begin to increase and the result will be a
beneficent circle of economic growth. Among the possibilities Nurkse sug-

-

5 Problems of Capital Formation in Underdeveloped Areas (New York: Oxford
University Press, 1962), especially Chap. 1.
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gests for altering the vicious circles are increasing international trade,
diminishing (or at least stopping the growth of) population, removing
excess labor from the land, forcing savings, and borrowing internationally.
He argues, however, that many of these proposed means are likely to prove
ineffective unless entreprenurs plunge into the economy and augment the
variable of “inducement to invest”; in so doing they introduce basic struc-
tural changes in the factors of production.®

Sociological Determinants
of Economic Variables

. Nurkse’s theory emphasizes the interaction among
economic variables, such as savings, investment, consumption, productivity,
entrepreneurship, and so on. If we move behind the immediate interplay of
these variables, we find that the value of each is determined in part by
sociological variables such as kinship, social stratification, and politics.

The Savings-Consumption-Investment Complex

Two aspects of savings are important in the initia-
tion of development. The first is the level of savings; here the relevant ques-
tion is the amount of wealth diverted from current consumption needs.
The second aspect is the form of savings; while the level of savings may be
high enough, these may be “frozen” in jewelry or coins and thus unavail-
able for investment in economic enterprises. Some determinants of savings
behavior are economic—for instance, in those cases where income is so
low that all of it must be spent on subsistence. In other cases, however,
savings and investment behavior is a resultant of sociological variables such
as the stratification or kinship systems. ~

With regard to the stratification system, most rural peasant societies
are dominated by status systems centering on the land. In a summary of
studies on savings in southern Asia, Richard Lambert and Bert Hoselitz
show how this kind of stratification affects investment behavior:

In all countries of [Southern Asia] land heads the list of approved
possessions. . . . Even wealth earned in non-agricultural pursuits must
be converted into land holding to be fully legitimized. In part, this over-
whelming emphasis on the acquisition of land is understandable since it
is the primary agricultural producer’s good, but often it is pursued even
when alternative investments [to land] are demonstrably more reward-
ing. . . . One result of this emphasis on land is that with increasing
densities and general inflationary trends, the price of land rises rapidly.
.. . In 1960 the price of land [was] 8 to 10 times that of 1939 and it
[cost] more than can normally be earned on it in 15 to 20 years. . . .

If accumulation takes place in other items than land, it is in currency
or coins, stored in trunks or buried in a corner of the house, in ]e\ve!ry
and precious metals—the lower classes’ insurance—and in stores of grain.
The latter may be used not only to ensure a supply for consumption but
to speculate on fluctuations in prices over the growing season.”

Such arrangements tend to divert savings into relatively unproductive
economic channels.

6 Ibid, pp. 154-156.
7 “Southern Asia and the West,” in Lambert and Hoselitz (eds.), The Role of

Savings and Weadith in Southern Asia and the West (forthcoming), no pagination in
manuscript.
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Various traditional rituals also divert wealth from investment. Again,
in southern Asia,

The rites of passage of the life cycle and the union of two families
through marriage are embroidered with religious ceremonials. . . . In-
crements in familv wealth call for incrcased expenditures on religious
rituals. Wedding ceremonies, burial ceremonies, and feasts for the dead
are sharply graduated by cost. . . . In decath ccremonials, the priest going
to the house where the body lics instcad of waiting at the church, an
elaborate ceremony at the church, complete with choir, and church bells,
the priest going to the cemetery to make offerings for the dead, a choir
singing and a band plaving at the grave—all of thesc can increasc the
cost of a funeral ten to fifteen times. . . . The graduated claboration of
ceremonials can absorb a major portion of surplus income or past savings
which might otherwise find economically more productive uscs. While
one report fixed the expenditure on ceremonials in rural India at 7.2%
of the per capita income, a more revealing figurc shows that if the funds
spent on marriage and death ceremonics in rural India had been spent
on productive capital assets they would have incrcased such investment
by more than fifty per cent.®

Such rituals—rooted in family, community and religion—often die hard;
they are usually disrupted only when sweeping social changes (c.g-,.COIOI"a]'
ization or urbanization) begin to erode the whole peasant way of life.

Labor Commitment

Economic growth calls for more than investment.
Investment funds must be used to hire laborers, often in new industrial
settings. Laborers must be brought into a new reward system (wage pay-
ments), a new form of authority (supervision on factory premises), and a
more impersonal market sctting. Peasant socictics, with their close kinship
relations and their attachment to the land, frequently offer resistance to
the recruitment of labor into industrial urban settings. Wilbert Moore has
observed of the kinshjp system in non-industrial socicties: “[It] perhaps
. . offers the most important single impediment to individual mobility,
not only through the competing claims of kinsmen upon the potential
industrial recruit but also through the sccurity offered in established pat-
tems of mutual responsibility.”

Entreprencurship

As Nurkse argues, the innovations of entrepre-
neurs are essential in the initiation of economic growth. But cntrepreneur-
ship, like capital and labor, does not just appear automatically. It is the
product of a large number of complex social forces. We noted earlier that
different religious and nationalistic traditions offer differential encourage-
ment to the appearance of entrepreneurial talent and activity. Furthermore,
traditional family systems—through which the values of religion are fre-

8 Ibid.

9 Wilbert E. Moore, Industrialization and Labor (Ithaca and New York: Cornell
University Press, 1951), p- 24. For numerous examples, cf. pp. 24-34. A number of
specific case studies are found in Wilbert E. Moore and Arnold S. Feldman (eds.), Labor
Commitment and Social Change in Developing Areas (New York: Social Science Re-
search Council, 1960).
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quently perpetrated—differ greatly in their encouragement of entrepre-
neurial talent.

One of the peculiar features of many tradifional peasant and tribal
socicties is that their kinship-community-religious complex of institutions
offer scrious obstacles to the effective appearance of entreprencurs. As a
matter of historical fact, economic development (however limited and
unbalanced) appeared in these societics only as Western colonial entre-
preneurs began to disrupt traditional economic practices. In addition,
aggressive nationalism—frequently a byv-product in part of colonial domina-
tion—becomes a vehicle for the destruction of traditional pattems of eco-
nomic activity and for entreprencurial innovation.°

Structural Changes
Associated with Decvelopment

Variability in the Process of Development

Let us now assume that the vicious circle of poverty
has been broken—by what exact mechanism it does not matter for now—
and that economic growth has begun. What happens to the social structure
under such circumstances?

No simple answer to this question is available, because national
differences make for a variety of pattemns of development. Processes of
cconomic development may differ in the following ways:

1. Variations in the pre-industrial conditions of the country. A
society’s value-system may be congenial or antipathetic to industrial values.
The society may be tightly or loosely integrated. Its level of wealth may be
low or high. This wealth may be evenly or uncvenly distributed. From the
standpoint of population, the society may be “young and empty” (eg,
Australia) or “old and crowded” (e.g., India). The society may be politi-
cally dependent, recently independent, or altogether autonomous. Such
pre-existing conditions shape the impact of the forces of economic
development and make for great differences in national experiences with
development.

2. 'Variations in the impetus to development. The pressures to develop
may stem from the internal implications of a value-system (as in Weber’s
theory of ascetic Protestantism), from a desire for national security and
prestige, from a desire for material prosperity, or from a combination of
these. Political coercion may be used to form a labor force. Or these pres-
ures may be economic, as in the case of population pressure on the land,
or loss of handicraft markets to cheap imported products. Or economic
.and political pressures combine, as in the case of a tax on peasants pavable
only in money. Or the pressures may be social, as in the case of the desire
to escape burdensome aspects of the old order. Such differences influence
the adjustment to modemization greatly.

3. Variations in the path toward modemization. The development
sequence may begin with light consumer industries. Or there may be an
attempt to introduce hcavy, capital-intensive industries first. The govern-
ment may take an active or passive role in shaping the pattern of invest-

10 Rupert Emerson, Lennox A. Mills, and Virginia Thompson, Government and
Nationalism in Southeast Asia (New York: Institute of Pacific Relations, 1942). pp.
9-11; W. W, Rostow, The Stages of Economic Growth (Cambridge: Cambridge Uni-
versity Press, 1960), pp. 27-28; Moore, Industrialization and Labor, pp. 94-97.
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ment. The tempo of industrialization may be fast or slow. All these affect
the nature of structural change and the degree of discomfort created by
this change.

4. Variations in the advanced stages of modcrnization. Socicties may
vary in the emergent distribution of industries in their developed cconomics.
They may vary in the emergent relations between state and cconomy, state
and religion, and so on. While all advanced industrialized socictics have
their “industrialization” in common, unique national differences remain.
For instance, social class differs in its social significancc in the United
States and Great Britain, even though both are highly developed countries.

5. Variations in the content and timing of dramatic events during
development. Wars, revolutions, rapid migrations, and natural catastrophes
may influence the course of economic and social devclopment.

Becausc of these sources of variation, it is virtually impossible to dis-
cover hard and fast empirical generalizations concerning the evolution of
social structures during cconomic and social development. Our purposc,
therefore, in this chapter, is not to search for such generalizations, but to
outline certain very general, ideal-type structural changes associated with
development. These changes are three: structural diffcrentiation, integra-
tion, and social disturbances. On the basis of thesc changes we may classify,
describe and analyze varying national experiences. Variations such as those
Just described determine in part the distinctive national response to these
Hvaersa] aspects of development, but this in no way detracts from their

universality.”

Structural Differentiation
in Periods of Development

The concept of structural differentiation can be
employed to encompass many of the structural changes that accompany the
movement from pre-industrid] to industrial society. Simply defined, differen-
tiation refers to the evolution from a multi-functional role structure to
several more specialized structures. The following are typical cxamples:
(1) In the transition from domcstic to factory industry, the division of
labor increases, and the economic activitics previously lodged in the family
move to the factory. (2) With the rise of a formal educational system, the
training functions previously performed in large part by the family and
church are established in a more specialized unit, the school. (3) The
modern poltical party has a more complex structure than tribal factions.
and 1s less likely to be fettered with kinship loyaltics, competition for
religious leadership, etc. Formally defined, then, structural differentiation
IS a process whereby “one social role. or organization . . . differentiates into
two or more roles or organizations which function more cffectively in the
new historical circumstances. The new social units are structurally distinct
rom each other, but taken together are functionally equivalent to the
original unijt.” 11

Differcntiation concerns only changes in role-structure. We should
not confuse the concept with two closely related notions. The first of these
1§ the Cause or motivation for entering the differentiated role. Wage-labor,

Or instance, may result from a desire for economic improvement, from

.M Neil J. Smelser, Social Change in the Industrial Revolution (Chicago: Univer-
ity of Chicago Press, 1959), p. 2.
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political coercion, or even from a desire to fulfill traditional obliggtions
(e.g., to use wages to supply a dowry). These “reasons” should be kept
conceptually distinct from differentiation itself. The second notion con-
cems the integration of differentiated roles. As differentiated wage-labor
begins to appear, for instance, there also appear legal norms, labor ex-
changes, trade unions, and so on, which regulate—with varying degress of
success—the relations between labor and management. Such readjustments,
even though they sometimes produce a new social unit, should be con-
sidered separately from role-specialization in other functions.

Let us now inquire into the process of differentiation in several
different social realms.

Differentiation of Economic Activities

Typically in underdeveloped countries production
is located in kinship units. Subsistence farming predominates; other indus-
try is supplementary but still attached to family and village. In some cases
occupational position is determined largely by an extended group such as
the caste. Similarly, exchange and consumption are embedded deeply in
family and village. In subsistenuce agriculture there is a limited amount of
independent exchange outside the family; this means that production and
consumption occur in the same social context. Exchange systems proper
are lodged in kinship and community (e.g., reciprocal exchange) in stratifi-
cation systems (e.g., redistribution according to caste membership) and
in political systems (e.g., taxes, tributes, payments in kind, forced labor).
Under such conditions market systems are underdeveloped, and the inde-
Pendent power of money to command the movement of goods and services
is minimal.

As the economy develops, several kinds of economic activity are re-
moved from this family-community complex. In agriculture, the introduc-
tion of money-crops marks a differentiation between the social contexts of
production and consumpticn. Agricultural wage-labor sometimes under-
mines the family production unit. In industry it is possible to identify
several levels of differentiation. Household industry, the simplest form,
parallels subsistence agriculture in that it supplies “the worker’s own needs,
unconnected with trade.” “Handicraft production” splits production and
consumption, though frequently consumption takes place in the local
community. “Cottage industry,” on the other hand, frequently involves a
differentiation between consumption and community, since production is
“for the market, for an unknown consumer, sold to a wholesaler who
accumulates a stock.” 2 Finally, manufacturing and factory systems segre-
gate the worker from his capital and frequently from his family.

Similar differentiations appear simultaneously in the exchange system.
Goods and services, previously exchanged on a non-economic basis, are
pulled more and more into the market. Money now commands the move-
ment of more and more goods and services, and thus begins to supplant—
and sometimes undermine—the religious, political, familial or caste sanc-
tions which previously had governed economic activity.

Empirically we may classify underdeveloped or semi-developed
economies according to how far they have moved along this line of differen-

12 These “levels,” which represent points on the continuum from structural fusion
to structural differentiation, are taken from J. H. Boeke, The Structure of the Nether-
lands Indian Economy (New York: Institute of Pacific Relations, 1942), p. 90.
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tiatign. Migratory labor, for instance, may be a kind of compromise between
full membership in a wage-labor force and attachment to an old com-
munity life; cottage industry introduces extended markets but retains the
family-production fusion; the hiring of families in factorics maintains a
version of family production; the: expenditure of wages on traditional items
such as dowrics also shows this half-way entry into the more differentiated
industrial-urban structure. The reasons for these partial cases of differen-
tiation include resistances on the part of the populace to give up traditional
ways of life, the economics of demand for handmade products, and
systems of racial discrimination against native labor.. In any casc, the con-
cept of structural diffcrentiation provides a vardstick to indicate the dis-
tance which the economic structure has evolved.

Differentiation of Family Activities

o Onc implication of the removal of cconomic
activities from the kinship nexus is that the family loses some of its previous
functions, becoming a more specialized agency. The family ccases to be an
economic unit of production; one or morc members now leave the house-
hold to seck employment in the labor market. ‘The family’s activities be-
come more concentrated on emotional gratification and socialization.
While many compromise arrangements such as family hiring and wmigratory
systems persist, the tendency is toward the segregation of family functions
and economic functions.

S_»cvem] related processes accompany this differentiation of the family
frgm its other involvements: (a) Appfcnticcship within the family dec-
clines. (b) Pressures develop against the intervention of family favaritism
In the recruitment of labor and management. These pressures ‘often lie in
the demands of economic rationality. The intervention often persists,
however, especially at the managen'zi] levels, and in somec cascs (c.g.
Japan) family ties continue as a major basis for labor recruitment. (c¢) The

frect control of elders and collateral kinsmen over the nuclear family
weakens. This marks, in structural terms, the differentiation of the nuclear
family from the extended family. (d) One aspect of this loss of control
is the growth of personal choice, love, and related criteria as the basis for
courtship and marriage. Correspondingly, marriage arranged by elders and
extended kinsmen declines in importance. (¢) Onc result of this complex
of processes is the changing status of women, who become generally less
subordinated cconomically, politically, and socially to their husbands than
under carlier conditions. Frcquent]v'thcse developments are accompanied
by feminist movements, ’ ' '
inte Il:‘such ways structural differentiation undermines the old modes of
\ ration m socicty. ‘I'he controls of extended family and village begin
t?ogl?;(ggl(ir:: tll}e e'n]ar%cd m‘]d complicated s_ocia] sthing]wlllich differentia-
intepat cw problems are posed by this growing obsolescence of old
grative forms. We shall inquire presently into the emergence of new

orms of integration.
Differentiation of Religious Systems

tionalisti ) _In Chapter 3 we noted that religious and na-

alistic bclxcf-systcms vary in their effects on cconomic development.

1Y May constitute a stimulus or an obstacle.' The logic of differcntiatiorn
12 Above, pp. 41-42.
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permits us to account for these contrasting effects. In the early phases of
development, for instance, many traditional lovalties may have to be
broken in order to set up more differentiated social structures. Because
these established commitments and methods of integration are deeply
rooted in the organization of traditional socicty, a very generalized and
powerful value commitment is often required to “pry” individuals from
these attachments. The values of ascetic and this-worldly religious beliefs,
xenophobic national aspirations, and political ideologies such as socialism
provide such a lever. All three have an “ultimacy” of commitment in the
name of which a wide range of sacrifices can be demanded and procured.

The very success of these value-svstems, however, breeds the condi-
tions for their own weakening. In a perceptive statement, Weber noted
that by the beginning of the twentieth century, when the capitalistic sys-
tem was already highlv developed, it no longer nceded the impetus of
ascetic Protestantism.'* Capitalism had, by virtue of its conquest of much
of Western society, solidly established an institutional base and a secular
value-system of its own—"economic rationality.” These secular economic
values no longer necded the “ultimate” justification required in the newer,
unsteadier days of economic revolution. .

The development of autonomous values such as economic rationality
constitute the secularization of religious values. In this process, other insti-
tutional spheres—economic, political, scientific, etc.—come to be established
on an independent basis. The values govemning these spheres are no longer
sanctioned directly by religious beliefs, but bv autonomous rationalities.
Insofar as such rationalitics replace religious sanctions in these spheres,
secularization occurs.

Similarly, nationalistic and related value-systems undergo a process of
secularization as differentiation proceeds. As a society moves toward more
and more complex social organization, diffuse nationalism gives way to
more autonomous svstems of rationalitv. The Soviet Union, for instance, as
its social structure grows more differentiated, seems to be introducing more
“independent” market mechanisms, “freer” social scientific investigation in
some spheres, and so on. Thesc measures are not, moreover, directly
sanctioned by an appeal to nationalistic or communistic values.

Thus the paradoxical clement in the role of religious or nationalistic
values: Insofar as thev encourage the breakup of old patterrs, they may
stimulate economic dévclopmcnt; insofar as they resist their own subse-
quent secularization, however, the very same values may become a drag on
economic advance and structural change.

Differentiation of Systems of Stratification

In discussing stratification in Chapter 3, we
noted the importance of ascription-achievement in classifying ranking sys-
tems. We also asserted that collective forms of mobility (as opposed to
individual mobilitv) are tvpically associated with ascribed systems of
stratification.'®

Many underdeveloped societies are characterized by ascribed systems
of stratification and correspondingly by collective forms of mobility. Under

14 The Protestant Ethic and the Spirit of Capitalism (London: Allen & Unwin,
1948), pp. 181-182.
15 Above, pp. 65-67.
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conditions of economic development, moreover, structural differentiation
involves a change in both these characteristics: . ]

1. Other (g:valuative standards intrude on ascribed mcmbq;slyp;, (l;'ic;r
instance, McKin Marriott has noted that in the village of Paril in India,

-+ . Personal wealth, influence, and morality have surpnssc'd, tlll;: tr:i'@
tional caste-and-order alignment of kind groups as the cfflcctn]c ri]s'cticd
ranking. Since such new bascs of ranking can no longer be ;:cam list e
to any inclusive system of large solidary groupings, ;udgn?lcn s must ¢
made according to the characteristics of individual or family 111;11 .
individualization of judgments leads to greater dissensus (sic).

Castes, ethnic groups, and traditional religious groupings do not n(]:cessirllllt)’
decline in importance in every respect during peniods of deve ol)llT‘]ticai
As we shall sce presently, they may cven increasc in salicnce as go |s 2
interest groups or reference groups for diffuse loyalty. AS, the so}c ; s?rom
ranking, however, ascriptive standards become more differentiate
economic, political, and other standards. . . hies in-

2. Individual mobility through the occupatn})nal hferarc "es'tion
creases. This signifies the diffcrentiation of the adult’s functional posi :
from his point of origin. In addition, individual mobility is frcq“e.'; y
substituted for collective mobility. Individuals, not whole castes or tribes,
compete for higher standing in 'society. "Fhis phenomenon of mcreasmgf
individual mobility seems to be one of the universal consequences 0
industrialization.'™ Pattems of class symbolization and class idcology, how-
¢ver, may continue to differ among industrialized countries.

The Integration
of Differentiated Activities

One of Durkheim’s insights conccrned the role
s under conditions of growing social hetcrogeneity.
s of a growing division of labor (differentiation),
he argued, is an increase in mechanisms to coordinate and solidify thlg
Interaction among individuals with increasingly diversified interests.
Durkheim located this integration mainly in the legal structure, but onc
can locate similar kinds of integrative forces elsewhere in society.
Differentiation alone, therefore, is not sufficient for modernization.
Devg]opment Proceceds as a contrapuntal interplav betwcen (]iﬁc.fgntlat}on
(‘,Vh"-‘h is divisive of established society) and integration (which unites
differentiated Structures on a new basis). Paradoxically, however, the pr(ac-
ess of integration itself produces more differentiated structures—c.g., trade
unions, associations, political parties, and a mushrooming state apparatus.

us illustrate this complex process of intcgration in several institutional
spheres.

of integrative mechanism
One of the concomitant

Economy and F. amily

Under a simple kind of economic organization-

. r household industrv—there is little differentiation

etween economic roles and family roles. All reside in the kinship structure.
18 “Social Change

in an Indian Village,” E ic Development and Cultural
Change (1952-1953) 1. 153 8. Beonomic Develop
17 Above, p.- 67.
18 Above, pp. 14-15.

subsistence agriculture o

110

sociological aspects of economic development



The integraticn of these diverse but unspecialized activities also rests in
the local family and community structures, and in the religious traditions
which fortify both of thesc.

Under conditions of differentiation, the social setting for production
is separated from that for consumption, and productive roles of family
members arc isolated geographically, temporally, and structurally from
their distinctively famihal roles. Such differentiation immediately creates
integrative problems. How is information concermning employment oppor-
tunitics to be conveyed to workpcople? How are the interests of families to
be integrated with the interests of irms? How are families to be protected
from market fluctuations? Whereas such integrative exigencies were faced
by kinsmen, néighbors, and local largesse in pre-modem settings, develop-
ment gives birth to dozens of institutions and organizations geared to these
new integrative problems—labor recruitment agencies and exchanges, labor
unions, government rcgulation of labor allocation, welfare and relief
arrangements, cooperative socicties, and savings institutions. All these in-
volve agencics which specialize in integration.

Community

If industrialization occurs only in villages, or if
villages are built around paternalistic industrial enterprises, many ties of
community and kinship can be maintained under industrial conditions.
Urbanization, however, frequently crcatcs more anonymity. As a result of
this anonymity we find in expanding cities a compensating growth of
voluntary associations—churches and chapels, unions, schools, halls, athletic
clubs, bars, shops, mutual aid groups. etc. In some cases this growth of
integrative groupings mav be retarded because of the back-and-forth move-
ment of migratory workers, who “come to the city for their differentiation”
and “return to the village for their integration.” In cities themselves the
original criterion for associating may be common tribe, caste, or village;
this criterion may persist or give way gradually to more “functional”
groupings based on economic or political interest.

Political Structure

In the typical pre-modem sctting political integra-
tion is closely fused with kinship position, tribal membership, control of
the land, or control of the unknown. Political forms include chi{:f@anshlps,
kingships, councils of elders, powerful landlords, powerful magicians and
oracles, ctc. .

As social systems grow more complex, political systems are modified
accordingly. Meyer Fortes and E. E. Evans-Pritchard have specified three
types of African political systems, which can be listed according to their
degree of differentiation from kinship lineages: (a) small societies in
which the largest political unit embraces only those united by kinship;
thus political authority is coterminous with kinship relations; ( b) societies
in which the political framework is the integrative core for a number of
kinship lineages; (c) societies with an “administrative organization” of a
more formal nature. Such systems move toward greater differentiation as
population grows and economic and cultural heterogeneity increases.'® In
colonial and recently freed African societies, political systems have evolved

10 African Political Systemns (London: Oxford University Press, 1940), PP- 1-25.
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much further, with the appearance of parties, congresses, pressurc groups,
and even parliamentary systems. Sometimes this wider political integration,
like community integration, is based on an extension and modification of
an old integrative principle. Sclig Harrison has argued, for instance, that
modem developments in India have changed the significance of caste from
the “traditional village extension of the joint family” to “regional alliances
of kindred local units.” This modification has led to the formation of “new
caste lobbies” which constitute some of the strongest and most explosive
political forces in modemn India.** We shall mention some of the possible
political consequences of this persistence of old integrative forms later.

Those examples illustrate how differentiation in society impinges on
the integrative sphere. The resulting integrative structures coordinate and
solidify—with varying success—the social structure which the forces of
differentiation threaten to fragment. In many cases the integrative associa-
tions and parties display tremendous instability—labor unions turn into
political or nationalistic parties; religious sects become political clubs;
football clubs become religious sccts, and so on.*! The resultant fluidity
points up the extremely pressing needs for re-integration under conditions
of rapid, irregular, and distuptive processes of diffcrentiation. The initial
response is often a kind of trial-and-crror floundering for many kinds of
Integration at once.

We have sketched some structural consequences of technological ad-
vance, agricultural commercialization, urbanization, and industrialization.
We have analyzed these conscquences in terms of differentiation and
Integration. The structural changes are not, it should be remembered, a
simple function of “industrialization” alone. Some of the most far-reaching
structural changes have occurred in countries which have scarcely experi-
enced the beginnings of industrialization. For instance, colonialism—or
related forms of economic dominance—creates not only an extensive differ-
entiation of cash products and wage labor but also a vulnerability to world
price fluctuations in commodities. Hence many of the structural changes
described above—and many of the resulting social disturbances to be de-

scribed presentlv—characterize societies which are still technically “pre-
industrial.”

Discontinuities in Differentiation
and Integration: Social Disturbances

The structural changes associated with economic
development are likely to be disruptive to the social order for the following
reasons:

1. Differentiation demands the creation of new activities, norms, and
Sanctions—money, political position, prestige based on occupation, and so
on. These often conflict with old modes of social action, which are fre-
'(]llcntly dominated by traditional religious, tribal, and kinship systcms.
Ihese traditional standards are among the most intransigent of obstacles to
"‘Od‘-‘f‘"‘izzltion, and when they arc threatened, scrious dissatisfaction and
opposition arise. .

1960),2:);?‘1%6 1:]:I?l'ze Most Dangerous Decades (Princeton: Princeton University Press,

. *1'Thomas Hodgkin, Nationalism in Colonial Africa (New York: New York Uni-
versity Press, 1957), pp. 85 ff. ’
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2. Structural change is, above all, uneven in periods of development.
In colonial societies, for instance, the European powers frequently revolu-
“tionized the economic, political, and educational frameworks, but simul-
taneously encouraged or imposed a conservatism in traditional religious,
class, and family systems.

. . . The basic problem in these [colonial] societies was the expecta-
tion that the native population: would accept certain broad, modern
institutional scttings . . . and would perform within them various roles—
especially economic and administrative roles—while at the same time, they
were denied some. of the basic rewards inherent in these settings. . . .
They were expected to act on the basis of a motivational system derived
from a different social structure which the colonial powers and indigenous
rulers tried to maintain.*?

Under non-colonial conditions of development similar discontinuities
appear. Within the economy itself, rapid industrialization, no matter how
coordinated, bites uncvenlv into the established social and economic
structure. And throughout the socicty, the differentjation occasioned by
agricultural, industrial, and urban changes alwavs proceeds in a see-saw
relationship with integration; the two sets of forces continuously breed
lags and bottlenecks. The faster the tempo of modemization, the more
severe are the discontinuities.

3. Dissatisfactions arising from these discontinuities sometimes are
aggravated by attempts to overcome them. Some discontinuities may be
relieved in part by new Integrative devices such as unions, associations,
clubs, and government regulations. Such innovations are often opposed,
however, by traditional vested interests becausc the new forms of integra-
tion compete with the older, undifferentiated svstems of solidarity. The
result is a three-way tug-of-war among the forces of tradition, the forces of
differentiation, and the new forces of integration. Such conditions create
virtually unlimited potentialities for the formation of conflicting groups.

Three classic responses to these discontinuities are anxiety, hostility,
and fantasy. These responses, if and when they become collective, crystal-
lize into a varietv of social movements—peaceful agitation, political vio-
lence, millenarianism, nationalism, revolution, underground subversion,
etc. There is plausible—though not entirelv convincing—evidence that
those drawn most readilv into such movements are those suffering most
severely the pains of displacements created by structural change. For
example,

[Nationalism appcared] as a permanent force in Southeast Asia at the
moment when the peasants were forced to give up subsistence farming for
the cultivation of cash crops or when (as in colonized Java) subsistence
farming ceased to vield a subsistence. The introduction of a money econ-
omy and the withering away of the village as the unit of life accompanicd

this development and finally established the period of cconomic depend-
cnce.2? ’

228. N. Eisenstadt, “Sociological Aspects of Political Development in Under-
developed Countries,” Economic Development and Cultural Change (1956-1957),
V: 298.

23 Erich H. Jacoby, Agrarian Unrest in Southeast Asia (New York: Columbia
University Press, 1949), p. 246.
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Other theoretical and empirical evidenee suggests that social movements

appeal most to those who have been dislodged from old social ties by differ- .

entiation but who have not been integrated into the new social order.*

Many belief-systems associated with these movements envision the
grand and almost instantancous integration of socicty. In many cases the
beliefs are highly emotional and unconcerned with realistic policies. In
nationalistic colonial movements, for instance, “the political symbols were
intended to develop new, ultimate, common valucs and Dbasic loyalties,
rather than relate to current policy issues within the colonial society.” 2
Furthermore, such belief-systems reflect the ambivalence resulting from the
conflict between traditionalism and modemization. Nationalists alternatc
between xenophobia and xenophilia; they predict that they will “out-
modernize” the West in the future and simultaneously “restorc” the true
values of the ancient civilization; they argue for cgalitarian and hicrarchical
principles of social organization at the same time.=¢ Natipna]ish‘c and related
ideologies unite these contradictory tendgncies in a socicty under one large
symbol; then, if these idcologies arc successful, they are often used as a
vehicle for further ccqnomic development. R

Not all cases of development produce violent nationalistic or other
social movements. When such movements do arise, furthermore, they take
many different forms. The following factors sccm to be the most decisive
in the genesis and molding of social disturbances:

1. The scope and intensity of the social dislocation created by struc-
tural changes. “The greater the tempo of these changes . . . the greater the
problems of acute malintegration the society has fo face.” *"

2. The structural complexity of the society at the time when develop-
ment begins. In the least developed socicties, where “the language of
politics is at the same time the language of religion,” protest movements
more or less immediatelv take on a religious cast. In Africa, for instance,
utopian religious movements scem to have relatively greater appeal in the
less developed regions, whereas the more secular tvpes of political protest
such as trade union movements and party agitations have tcndqd to cluster
in the more developed areas.?® The sccularization of protest increases as
development and differentiation proceed. . . )

3. The access of disturbed groups to channels o_f mﬂucqcmg social
policy. If dislocated groups have access to those responsible, for introducing
reforms, agitation tends to be relatively peaceful and orderly. If this access
1s blocked, either because of the isolation of the groups or the intransigence
of the ruling authorities, demands for reform tend to take more violent,
utopian, and bizarre forms. Hence the tendency for fantasy and unor-
ganized violence to cluster among the disinherited, the colonized, and the
socially isolated migrants.

4. The overlap of interests and lines of cleavage. As we discovered

24 William Kornhauser, The Politics of Mass Society (Glencoe, Tll.: The Free
Press, 1959), Parts II and III; Seymour Martin Lipset, Political Man (Garden City,
N.Y.: Doubleday, 1960), Chapter il. .

25 Eisenstadt, “Sociological Aspects of Political Development in Underdeveloped
Countries,” op. cit., p. 294.

28 Mary Matossian, *“Ideologics of Delayed Industrialization,” Economic Develop.
ment and Cultural Change (1957-1958), VI: 217-228.

27 Eiscnstadt, “‘Sociological Aspects of Political Development in Underdeveloped
Countries, op. cit., p. 294.

28 Hodgkin, op. cit., pp. 95-150.
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above, those societies in which economic, political, and ethnic cleavages
coincide are likely to produce more diffuse kinds of conflicts and social
movements than societies in which these cleavages crisscross.2®

5. The kind and extent of foreign infiltration and intervention on be-
half of protest groups. Here we have tried to sketch, in ideal-type terms, the
ways in which economic and social development is related to social struc-
ture. We have centered the discussion around three major concepts—
differentiation, which characterizes a social structure moving toward
greater complexity; integration, which in certain respects balances the
divisive character of differentiation; and social disturbances, which result
from the discontinuities between differentiation and integration.

To this analysis must be added four qualifications: (a) We have not
attempted to account for the determinants of economic development
itself. In fact, the discussion of differentiation, integration, and social
disturbance takes as given a certain attempt to develop economically.
These three forces, however, condition the course of development once it
has started. (b) For purposes of exposition we have presented the three
major categories in a certain order—differentiation, integration, social
disturbances. We should not assume from this, however, that any one of
them assumes causal precedence in the analysis of social change. Rather
they form an interactive system. Disturbances, for instance, may arise
from discontinuities created by structural differentiation, but these very
disturbances may shape the course of future processes of differentiation.
Likewise, integrative developments may be set in motion by differentiation,
but in their turn they may initiate new lines of differentiation. (c) Even
though the forces of differentiation, integration, and disturbance are
closely linked empirically, we should not “close” the “system” composed of
the relations among the three forces. Differentiation may arise from sources
other than economic development; the requirement of integration may
arisc from conditions other than differentiation; and tht sources of social
disturbance are not exhausted by the discontinuities between differentiation
and integration. (d) The “all-at-once” character of the transition from less
differentiated to more differentiated societies should not be exaggerated.
Empirically the process evolves gradually and influences the social structure
selectively. The emphasis on various half-way arrangements and com-
promises throughout the chapter illustrates this gradualness and irregularity.

Structural Bases
for the Role of Government
We might end this chapter on a more policy-
oriented note. Many have argued for the presence of a strong, centralized
government in rapidly developing societies. Governmental planning and
activity are required, for instance, to direct saving and investment, to regu-
late incentives, to encourage entrepreneurship, to control trade and prices,
and so on.3® To such arguments let us add several considerations amnsing
from the analysis of structural change in periods of rapid development:
1. Undifferentiated institutional structures frequently constitute the
primary social barriers to development. Individuals refuse to work for

29 Above, p. 63. .

30 Joseph J. Spengler, “Social Structure, the State and Economic Growth,” in
Simon Kuznets, Wilbert E. Moore, and Joseph J. Spengler (eds.), Economic Growth,
pp- 370-379.
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wages because of traditional kinship, village, tribal, and other tics. Invariably
a certain amount of political pressure is required to pry individuals loose
from these ties. The need for such pressure increases, of course, with the
«ate of development desired.

2. The process of differentiation ‘itself creates those conditions which

demand a larger, more formal tvpe of political administration. A further
argument for the importance of government in periods of rapid and uneven
development lies, then, in the need to accommodate the growing cultural,
economic, and social heterogeneity, and to control the political repercus-
sions arising from the constantly shifting distribution of power that
accompanies extensive social reorganization.
) 3. The apparent propensity for periods of carly development to erupt
Into explosive outbursts creates delicate political problems for the leaders
of developing nations. What kinds of government are likely to be most
effective in the face of these outbursts? First, political leaders will increase
their effectiveness bv open and vigorous commitment to utopian and
xenophobic nationalism. This commitment scrves as a powerful instrument
for attaining three of their most important ends: (a) thc enhancement of
their own claim to legitimacy bv endowing themselves with the mission for
creating the nation-state; (b) the procurement of otherwise difficult sacri-
fices from 2 populace which may be committed to development in the
abstract but which resists the concrete breaks with traditional ways; (c)
the use of their claim to legitimmacy to hold down protests and to prevent
generalized symbols such as communism from spreading to all sorts of
particular grievances. These same political leaders should not, however,
take their enthusiasm for this claim to legitimacy too literally. They should
not relv on the strength of their nationalistic commitment to ignorc
or smother grievances altogether. They should play politics in the usual
sense with aggrieved groups in order to give thesc groups an agcess to
responsible political agencies, and thereby reduce those conditions which
give rise to counter-claims to legitimacy. One key to political stability
would seem to be, therefore, the practice of flexible politics behind the
facade of an inflexible commitment to a national mission.

Epilogue:

The Case for Economic Sociology .

To close our account of the sociology of economic
life, we shall indicétc, in a few sentences, wheré we have been in this
volume. We began with the notion that social life can bc' separated ang-
lytically into a number of “aspects”—the economic, the political, the legal,
the religious, and so on. Even though analytically separable, however, these
several aspects influence one another in-the empirical world. In thijs
volume we selected the economic aspect as a focus, but, unlike economists
who often study this aspect in isolation, we clected to examine the inter.
action among the economic and non-economic aspects.

We began this examination by isolating some themes in the history
of economic and social thought. Economic theorists, such as Adam Smith,
Karl Marx, and John Maynard Keynes, ventured different assumptions
about the relations between the economy and the rest of society. These
assumptions often made a great difference in how these thinkers viewed
the operation of the economy. Social theorists, such as Emile Durkheim,
Max Weber, and Bronislaw Malinowski, systcmatically demonstrated how
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political, familial, and lcgal influences condition cconomic processes.
Finally, cconomists and sociologists in modem times have begun to ex-
periment with new theories and types of rescarch to gauge the relations
between economic and non-economic variables. The history of thought, then,
presents a strong casc for nceding to obscrve the interaction among the
several aspects of social life to gain an adcquate account of any one aspect.

But this case, resting as it does on the unsystematic accumulation of
thought of diverse writers through the ages, is only a very general case.
It is nccessary to become more specific and detailed in drawing out the
interrelations between cconomic and non-cconomic variables. We attempted
to introduce the detailed case for cconomic sociology in four ways:

1. We svstematically compared the disciplines of the economist and
the sociologist. We asked what kinds of assumptions each makes about
the other’s subject, what kinds of questions cach asks in his own field, how
cach goes about answering these questions, how the ficlds overlap, and
how they might be intcgrated theoretically.

2 We considered cach aspect of social life as a sub-svstem of society.
We then asked how cach sub-system influenced and was influenced by the
economy. Taking kinship as an cxample, we suggested that certain kinds
of family structure have a greater “strain toward consistency” with wage
and factory labor than other family structures. Turning to religion, we ex-
plored a major tradition of research on the cffects of different religious
beliefs on economic activity. Similarly, we reviewed the economic implica-
tions of rescarch on the political system, the stratification system, ctc.

3. We asked how non-economic variables condition various types of
economic actions—production, distribution, and consumption. In this
operation we incorporated many of the findings of industrial sociology,
the research on comparative market structure, and the work of economists
and sociologists on the determiniants of spending and saving.

4. We asked how economic and non-economic variables affect one
another during periods of social change. Concentrating on the problem of
cconomic development, we first observed some of the ways that social
factors facilitate or impede the cffort to modernize. Then we showed how
a rapidly developing economy brings about a proliferation of changes in
the social structurc. The casc for economic sociology is particularly striking
in the analvsis of change, since many of the cconomists’ simplifving assump-
tions are inapplicable when the economy’s social environment is in flux.

An advantage of this multisided approach to the sociology of eco-
nomic life is that we are able to locate the field's weaknesses as well as its
strengths. We have discovered not only what we do know, but also what we
do not know. We have attempted throughout to identifv the gaps 1n our
knowledge. As these gaps arc filled gradually by the efforts of scholars, the
ficld of cconomic sociology will come to play a unique and vital role,
contributing to the development of both the fields it encompasses.
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selected
references

These notes are intended to launch the
student on a search through the available
writings on economic sociology, rather than
provide him a comprehensive pnbhqgraphy.

For the discovery of sociological ele-
ments in economic thought, it is best to go
through the classics. Important ones are
Adam Smith, Inquiry into the Nature and
Causes of the Wealth of Nations (New
York: The Modern Library, 1937); Karl
Marx, cspecially Communist  Manifesto
(London: Allen & Unwin, 1948, and many
paperback editions), and Capital (New
York: The Modern Library, 1936); Alfred
Marshall, Principles of Economics, eighth
edition, especially Books III and VI (New
York: Macmillan, 1920); and John May-
nard Keynes, General Theory of Em Io.V.-
ment, Interest, and Money (New York:
Harcourt, Brace, 1936). An elementary scc-
ondary treatment of themes in the history
of economic thought is Robert Lekachman,
A History of Economic ldeas (New York:
Harper, 1959). A more elaborate treat-
ment is Overton H. Taylor, A History of
Economic Thought (New York: McGraw-
Hill, 1960). Joseph A. Schumpeter's His-
tory of Economic Analysis (New York:
Oxford University Press, 1954) is an enor-
mous and challenging work. . .

Classics in the history of sociological
thought include the aforementioned works

of Marx; Emile Durkheim, The Division
of Labor in Society, translated by George
Simpson_ (Glencoe, Ill.: The Free Press,
194?); Vilfredo Pareto, The Mind and
Societry, translated by Andrew Bongiorno
and Arthur Livingston (New York: Har-
court, Brace, 1935); Max Weber, The
Protestant Ethic and the Spirit of Capi-
talism, translated by Talcott Parsons (New
York: Scribner, 1930), and The Theory of
Social and Economic Organization, trans-
lated by A. M. Henderson and Talcott
Parsons’ (New York: Oxford University
Press, 1947). Of broad theoretical scope
are Adolpe Léwe, Economics and Soci-
ology (London: Allen & Unwin, 1935);
Talcott Parsons, The Structure of Social
Action (New York: McGraw-Hill, 1937);
Talcott Parsons and Neil J. Smelser, Econ-
omy and Society (Glencoe, Ill.: The Free
Press, 1956); and Karl Polanyi, C. M.
Arensberg, and H. W. Pearson (eds.), Trade
and Market in the Early Empires (Glencoe,
IL: The Free Press, 1957). Lo
Students interested in the economic.life
of non-industrfal and non-market econo-
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mies should consult Bronislaw Malinow-
ski's Argonauts of the Western Pacific
(London: Routledge, 1922) and Coral
Gardens and Their Magic (London: Allen
& Unwin, 1935). Other sources are Marcel
Mauss, The Gift, translated by Ian Cunni-
son (Glencoe, Ill.: The Frece Press, 1954);
Raymond Firth, Primitive Polynesian Econ-
omy (London: Routledge, 1939) and
Malay Fishermen (London: Kegan Paul,
Trench, Trubner, 1946). A recent cffort
to synthesize the field of economic anthro-
pology is Melville J. Herskovits, Economic
Anthropology (New York: Knopf, 1952).

In the field of industrial sociology, the
single most significant work is F. J. Roeth-
lisberger and William J. Dickson, Man-
agement and the Worker (Cambridge:
Harvard ‘University Press, 1947). The
broader aspects of the “human relations"
approach are explored in Elton Mayo,
The Social Problems of an Industrial Civi-
lization (Boston: Graduate School of Busi-
ness Administration of Harvard University,
1945). Two leading texts in the area of
industrial sociology are Wilbert E. Moore,
Industrial Relations and the Social Order,
revised edition, (New York: Macmillan,
1951); and Eugene V. Schneider, Indus.
trial Sociology (New York: McGraw-Hill,
1957). The student interested in industria]
conflict should refer to Arthur Kornhauser,
Robert Dubin, and Arthur M. Ross (eds.)!
Industrial Conflict (New York: McGraw-
Hill, 1954); and Walter Galenson and Sey-
mour Martin Lipset (eds.), Labor and
Trade Unionism (New York: Wiley, 1960).
Journals specializing in labor relations are
the Industrial and Labor Relations Review,
and Industrial Relations.

For the sociological analysis of eco-
nomic development, sec Bert F. Hoselitz
(ed.), The_ Progress of Underdeveloped
Areas (Chicago: University of Chicago
Press, 1952); Lyle B. Shannon (ed.), Uj.
derdeveloped Areas (New York: Harper's,
1957); Bert F. Hoselitz and Wilbert E
Maqpre (eds.), Industrialization and So.
ciety (The Hague: UNESCO-Mouton,
1963). The journal Economic Development
and Cultural Change contains many studies
of the social aspects of cconomic growth,
as does the journal Explorations in Entre-
preneurial History. .

Other_important volumes on_ various
aspects of economic sociology are Reinhard
Bendix, Work and Authority in Industry
(New York: Wiley, 1956); Francis X,
Sutton, et al., The American: Business
Creed (Cambridge: Harvard Umversity
Press, 1956); Adolph A. Berle and Gardj.
ner C. Means, The Modern Corporation
and Private Property (New York: Mac-
millan, 1933); Robert A. Gordon, Business
Leadership in_ the Large Corporation
(Washington, D. C.: Brookings Institute,
1945); Alvin W. Gouldner, Patterns of
Industrial Bureaucracy (Glencoe, Ill.: The
Free Press, 1954); and George Katona,
Psychological Analysis of Economic Be.
havior (New York: McGraw-Hill, 1951).
Journals containing many studies in eco-
nomic sociology are American Sociological
Review, American Journal of Socioﬁzgy,
British Journal of Sociology, and American
Journal of Economics and Sociology
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