
chapter iii

The Problem of Power

Its solution of the problem of efficiency was what com-
mended the competitive model to the economist. Effi-

ciency has long been a near fetish of economists and, in the
 beginning, there was a strong  humanitarian basis for this pre-
occupation. Until the nineteenth century, grinding poverty
had at all times and in nearly all places been the fate of all but
a minority of mankind. For the relief of this poverty,  nothing
could be quite so important as to get more production from
existing manpower and resources. Indeed, in a world where
there was  little unemployment, no  other remedy for poverty
was available, given current income distribution and the con-
siderable political discomfort and frustration that have so  often
been the fortune of those who advocated more equitable dis-
tribution of income. The prospect of alleviating poverty, Mar-
shall observed, “gives to economic studies their chief and their
highest interest.”1

For the businessman and the political philosopher, by con-
trast, the appeal of the competitive model was its solution of
the problem of power. This is still the basis of its hold on the
American conservative. Indeed, for most Americans free com-
petition, so called, has for long been a political rather than an
economic concept.

The role of power in American life is a curious one. The
privilege of controlling the actions or of affecting the income
and property of  other persons is something that no one of us
can profess to seek or admit to possessing. No American ever
runs for  office  because of an avowed desire to govern. He
seeks to serve— and then only in response to the insistent pres-
sure of friends or of that anonymous but oddly vocal fauna
which inhabit the grass roots.We no longer have public officials,
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only public servants. The same scrupulous avoidance of the
terminology of power characterizes American business. The
head of the company is no longer the boss— the term survives
only as an amiable form of address— but the leader of the
team. It is years since the United States has had a captain of in-
dustry; the brass-bound  officer who commands has now been
entirely replaced by the helmsman who steers. No union
leader ever pres ents himself as anything but a spokesman for
the boys.

Despite this convention, which outlaws ostensible pursuit of
power and which leads to a constant search for euphemisms to
disguise its possession, there is no indication that, as a  people,
we are averse to power. On the contrary few things are more
valued, and more jealously guarded by their possessors, in our
society. Prestige in Congress is nicely graded to the number of
votes the particular member influences or the potency of his
committees. The amount of authority a public servant exer-
cises or— a rough index of this in the lower reaches of the pub-
lic ser vice— the number of  people working  under his direction
are the accepted mea sure of his importance in Washington. It
is ordinarily taken for granted in the public ser vice that both
authority and subordinates will be eagerly accumulated by the
energetic man.

Prestige in business is equally associated with power. The in-
come of a businessman is no longer a mea sure of his achieve-
ment; it has  become a datum of sec ond ary interest. Business
prestige, as a moment’s reflection will suggest, is overwhelm-
ingly associated with the size of the concern which the individ-
ual heads. Indeed, American business has evolved a system of
precedence hardly less rigorous than that of Victorian En gland
and is based  almost exclusively on corporate assets. In the busi-
ness peerage the ducal honors belong to the heads of General
Motors, Standard Oil of New Jersey, Du Pont and the United
States Steel Corporation. The earls, baronets, knights and
squires fall in  behind in reasonably strict accordance with the
assets of their respective firms. In our time the man who is
merely rich is of  little consequence. Homage is, to be sure,
paid to the “small but successful” businessman. But the very
form of the phrase shows that he has had to surmount the
handicap of  being small to earn his place in the sun.
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The reason is not that the business community pays single-
minded obeisance to corporate size and therewith to the men
who head the largest concerns. Rather it is that the size of the
corporation which the individual heads is again a rough index
of the power the individual exercises. With size goes the ulti-
mate responsibility for the decisions affecting the largest num-
ber of employees, over prices that affect the largest number of
customers, over investment policies which work the greatest
change in the income, livelihood or landscape of the commu-
nity. While the individual must disavow his interest in making
such decisions, his colleagues in the respect they accord him
show as clearly as do Congressmen and public servants in their
respective fields the direction of their own ambitions.

ii

Power obviously pres ents awkward problems for a community
which abhors its existence, disavows its possession, but values
its exercise. In the nature of man, the alarm over the exercise
of such power runs to its use by second persons. The business-
man is not disturbed about the use of authority of which, by
hard work and merit, he has  become the custodian; he is
alarmed about its misuse by government. The liberal naturally
views the exercise of private business power with concern. On
acquiring public  office he is not likely to be persuaded of the
danger of misusing his own righ teously won authority. This
tendency to alarm over the possession of power by  other
 people is greatly enhanced by the convention of denying that
one possesses power. The conventional assertion that one has
none is readily translated into belief. In any case, the man who
is possessed of authority, private or public, is  always likely to be
more conscious of the checks and reins on his decisions than of
his power to reach them. A decision which one is free to make
rarely impresses one as an exercise of power. To the extent that
it makes any impression at all it is likely to seem a rather obvi-
ous exercise of intelligence. A decision on which one is
blocked by the authority of  an other is a very different  matter.
It is bound to make a deep impression. The impression will
also, normally, be one of arbitrary or egregiousmisuse of power.
This is why we live in a world of constant protests against the
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authority of  others and of replies which reflect a deep and usu-
ally genuine content of injured innocence.

The competitive model provided an  almost perfect solution
of the problem of power as aggravated by these conventions
and attitudes. Given its rigorous prescription of competition,
there was very  little scope for the exercise of private economic
power and none for its misuse. And with the private exercise of
economic power so circumscribed, there was no need for pub-
lic authority to regulate it. Specifically, if no business is large
enough to influence prices on the market in which it sells or on
the market in which labor or materials are bought, no one can
do anything very harmful to consumers, suppliers or to the
wages of workers  because no one has any power over prices
charged or prices or wages paid. The man who is moved to ex-
ploit his consumers through unduly high prices will survive
only long enough to discover that they have deserted him in
 favor of his numerous competitors who are not exploiting any-
one. To pay a worker less than the  going wage is to invite him
to go where the  going wage is paid. It requires only a mo-
ment’s reflection to conclude that a businessman with power
 neither to overcharge his customers nor to  underpay his labor
(and for similar reasons his  other suppliers) has very  little
power to do anybody ill.

To minimize the exercise of private power, and especially the
opportunity for its misuse, was to remove most of the justifica-
tion for exercise of government authority over the economy. It
is unnecessary for government to control the exercise of pri-
vate power if it does not exist in any harmful form. And since
the efficiency of the economic system is  already at a maximum
without government interference, it must be presumed that
any intervention of government would reduce efficiency. In a
state of bliss, there is no need for a Ministry of Bliss.

iii

In the competitive model, intervention by the state in the
economy was excluded with equal rigor whether the motives
of the state were assumed to be malevolent or benign. The
model was formulated in a day when good intentions by the
state and its servants could not be assumed. The most vigorous
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of the political philosophers associated with its design, Jeremy
Bentham, sought for  nothing so eagerly as to minimize the
role of corrupt public officials. There was good reason for this.
Until well into the nineteenth century in En gland, and well
into the pres ent century in most of the rest of the western
world, the motives of the state authority, in relation to the
economy, were at least episodically rapacious or corrupt. In the
United States, until the pres ent century, the federal govern-
ment was ordinarily the patron, in economic  matters, of those
best situated for extracting  favors and of its own employees.

The doctrine of the malignant state is not quite dead. A
modern treatise on the American economy concludes that,
through prog ressive income taxation, the government more or
less deliberately “deprives its successful citizens of their prod-
uct and gives it to the less successful; thus it penalizes industry,
thrift, competence, and efficiency, and subsidizes the idle,
spendthrift, incompetent and inefficient. By despoiling the
thrifty it dries up the source of capital, reduces investment and
the creation of jobs, slows down industrial prog ress . . .”2

Not even the intentions of Jackson could have been viewed
more dismally by a Boston merchant. But there can be  little
doubt that this is a minority view. In the United States, as in
the parliamentary democracies in general, the great majority of
the  people have come to regard the government as essentially
benevolent. To the extent that the New Deal in the United
States had revolutionary significance the revolution was in atti-
tudes of the great masses of the  people  toward the federal gov-
ernment. Within the span of a few years a comparatively
detached and impersonal mechanism, hitherto identified with
tariff-making, tax-collecting, prohibition, Farmers’ Bulletins
and the National Parks, came to be regarded as a protector and
even as a friend of the  people at large and their shield against
adversity. The actions of the government might not be consid-
ered entirely predictable but there was no doubt that its mo-
tives were thought good.

However, the competitive model also excluded power that
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was exercised in the name of welfare and good intentions. Well
intentioned or not, such intervention was at best redundant
and at worst harmful. This explains why, among those who in-
terpret the world by the competitive model, the epithet “do-
gooder” can be one of greater opprobrium than “evil-doer.” It
also explains their alarm as changing attitudes have swept the
state into activities inconsistent with its role in the model.

iv

For a community that finds power agreeable in the first person
and abhorrent in the second, the competitive model gave men
of striking differences in viewpoint a strong unity of purpose.
All could find within it a program suited to their temperament
and interest. Thus for the businessman it provided a strong
justification for resisting the intrusions of government. It also
provided an answer to those who suggested that he had undue
power. Competition denied it to him; his seeming power was a
mirage. Better aware than anyone else of the restraints on his
decisions, he could  believe it. His critics cherished the compet-
itive model  because it denied power both to the entrepreneur
and to government. They could suspect the businessman of
possessing economic power but their remedy was only to have
a purer form of the same kind of economy as the businessman
himself espoused.

It is scarcely surprising that many men continued to cling to
the competitive model as an idea long  after its substance had
seemingly deserted them.

Nor can it be supposed that faith in a system of ideas which
seemed to solve so many problems could disintegrate without
important consequences. But it has disintegrated. This has
been partly the result of changes in the  underlying reality. To a
much greater extent it has been the counterpart of the process
by which the competitive model was built. What was elabo-
rated in the world of ideas could be destroyed in the world of
ideas; what economists gave they could take away. Since it was
not the economy so much as the ideas that changed, the con-
sequences, happily, have been less physical than psychological,
less of the stomach than of the mind. To the process of disin-
tegration and its consequences I now turn.

32 american capitalism


