
6
7

W
H

A
T

:

C
A

P
ITA

LIS
M

S
om

e rebel readers w
ill have 

divergent view
points about 

capitalism
 from

 the outset (e.g., 
“capitalism

 is capable of great things” 
versus “capitalism

 is evil”). A w
ord 

ODGHQ�Z
LWK�P

DQ\�GHÀQLWLRQV��WKH�WRSLF�
is further com

plicated because there 
are m

ultiple form
s of capitalism

 in 
existence today. 

A Rebel’s H
andbook�GHÀQHV�FDSLWDOLVP

�
as the m

odern form
 of capitalism

 cur-
rently unfolding in the U

nited States. 
For the purposes of the handbook, the 
singular term

 em
bodies the cum

ulative 
role of business, governm

ent, and 
w

orkers as they interrelate w
ith our 

status quo. 

Because the term
 is often m

isperceived 
as confusing, this section covers 
capitalism

’s guiding principles to distill 
w

hat it actually is. The m
echanics of 

how
 capitalism

 allegedly w
orks in 

theory and how
 it actually functions in 

practice are explained. A handbook for 
action rather than an econ textbook, 
readers interested in learning m

ore 
about the econom

ic intricacies of capi-
talism

 itself can refer to the handbook’s 
Rebel Toolkit (page 149) for additional 
resources. 

S
H

O
R

TC
U

T: IF YO
U

 ALREAD
Y 

TH
IN

K
 TH

AT C
APITALISM

 

STIN
K

S, FEEL FREE TO
 SK

IP 

AH
EAD

 TO
 AC

TIO
N

S TH
AT 

D
RIVE C

H
AN

G
E IN

 PART II 

(PAG
E 61). BEFO

RE D
O

IN
G

 SO
,  

REBELS ARE EN
C

O
U

RAG
ED

  

TO
 READ

 TH
E O

N
E-PAG

E  

REBEL BU
LLETIN

 (PAG
E 25),    

A C
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7KH�WHUP
�FDSLWDOLVP

�LWVHOI�Z
DV�ÀUVW�

coined in the 1800s during the  
Industrial Revolution, w

hen the 
capitalist fram

ew
ork w

e live in today 
w

as really revving to life. Lots of other 
com

peting or congruous ism
s, like 

com
m

unism
 and socialism

, w
ere being 

actively pitched to people during the 
sam

e period. 

H
ave you ever had a conversation 

w
ith a friend about different political 

system
s? You know, the one w

here 
VRP

HRQH�VD\V�VRP
HWKLQJ�OLNH��´>ÀOO�

in the blank]ism
 sounds prom

ising in 
theory, but it just doesn’t w

ork as w
ell 

in practice.” 

People typically m
ake that statem

ent 
about other ism

s but rarely about 
capitalism

. That’s largely because 
capitalism

 has already succeeded in 
convincing m

ost people that it’s the 
best w

ay to go (even if som
e of these 

sam
e people w

ould sim
ply argue that 

it’s the best of the w
orst).

The fram
ew

ork of big m
acro concepts 

like capitalism
 are so steeped in m

ost 
RI�WRGD\·V�FXOWXUH�WKDW��DW�ÀUVW�JODQFH�� 
it can be hard to cull capitalism

 out  
and see w

hat it is actually all about. 

Paradoxically, lots of people w
ould 

KDYH�D�KDUG�WLP
H�GHÀQLQJ�WKH�Z

RUG�
even if asked. If you need proof, just 
ask a random

 stranger on the street to 

GHÀQH�FDSLWDOLVP
�DQG�VHH�KRZ

�WKH\�
respond (likely, like you’re crazy for 
asking).

A
lthough capitalism

 m
ay be hard for 

som
eone to articulate, it’s considered 

today’s preem
inent w

ay of doing 
business. Capitalism

 is a driver for a 
w

hole lot of things happening in our 
lives. You know, stuff like needing to 
go to school, hold a job and pay rent. 
For all you econ geeks out there, also 
referred to as: m

arketplace credentials, 
m

onetary incom
e, and privately-held 

property. 

In theory, the opaque concept of capi-
talism

 GHÀQLWHO\�VRXQGV�SUHWW\�GDP
Q� 

prom
ising: an econom

ic system
 w

here 
anyone can m

ake it big and people 
have lots of freedom

s (like the freedom
 

of speech). Capitalism
 sells itself on 

the prem
ise of ideals captured in the 

A
m

erican D
ream

, that anyone has 
a shot to get rich if they w

ork hard 
enough or conjure up the right  
w

inning idea. 

So the question for you is this: if 
people are so quick to say other ism

s 
sound so m

uch better in theory than 
practice, is it so unreasonable to place 
the w

orld’s m
ost applied econom

ic 
theory under a m

agnifying glass and 
ask the sam

e question of it?

To better understand capitalism
, let’s 

begin w
ith an im

partial understanding 
about how

 the form
 of capitalism

 that 
w

e have in place in the U
nited States 

is supposed to operate in theory. D
on’t 

w
orry: w

e’ll m
ake this econ101 lesson 

short. 

C
A

P
ITA

LISM
 D

EFIN
ED

 (IN
 TH

EO
R
Y

)  

3XW�VLP
SO\��FDSLWDOLVP

�FDQ�EH�GHÀQHG�
as the constant push and pull betw

een 
its three biggest players: business, 
governm

ent, and w
orkers. These three 

players exist a controlled m
arket  

econom
y that is carefully designed to 

foster and encourage econom
ic  

activity, w
hile also prom

oting equality 
(or so the theory goes). 

B
U

SIN
ESS; 

Creates the jobs that pay 
people the salaries they 
need to live on. The  
golden rule for all  
businesses is that survival 
is based on turning a 
SURÀW��)RU�EXVLQHVV�
corporations in particular, 
the golden rule is for this 
SURÀW�WR�KHOS�P

D[LP
L]H� 

shareholder value. 

G
O

V
ER

N
M

EN
T; 

Exists as a stew
ard of 

capitalism
, alm

ost like 
a referee. G

overnm
ent’s 

job is to m
ake sure that 

capitalism
’s rules play 

out fairly and safely 
(A

K
A

: legally). In a 
dem

ocracy like the 
U

nited States, citizenry is 
supposed to be integrally 
involved in governm

ental 
decision m

aking in order 
to help ensure that the 
governm

ent does not  
becom

e a crooked 
referee. 

W
O

R
K

ER
S; 

Provides the w
orkforce 

for business and  
governm

ent to operate. 
W

orker spending helps 
stim

ulate the econom
y, 

w
hich in turn helps to 

generate m
ore jobs.  

Capitalism
 requires a 

range of w
orkers, from

 
people in suits earning 
the big bucks to help 
stim

ulate the econom
y, 

to police carrying guns 
to enforce capitalism

’s 
rules.

B
U

SIN
ESS

G
O

V
ER

N
M

EN
T

W
O

R
K

ER
S
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A
m

erica’s form
 of capitalism

 runs on 
a constant and healthy tension betw

een 
these three big players. A system

 of 
checks and balances. O

n a basic level: 
w

orkers depend on having a job so 
they can earn a livable w

age and rely 
on governm

ent to regulate business so 
that their w

orking conditions are safe. 

In turn, governm
ent is dependent on 

WKH�VDODU\�RI�WKH�Z
RUNHU�DQG�WKH�SURÀW�

of a business so that they can collect 
taxes to operate. Finally, business 
depends on governm

ent to ensure 
everyone plays by the rules and on 
w

orkers to pow
er their businesses  

and purchase their products. 

So there’s the prem
ise of our m

odern 
form

 of capitalism
 in a nutshell. But 

that nagging question still rem
ains: like 

so m
any other ism

s, does today’s  
im

plem
entation of capitalism

 also 
sound superior only in theory?

C
A

P
ITA

LISM
  

D
EFIN

ED
  

(IN
 P

R
A

C
TIC

E) 
H

ave you ever heard stories about how
 

early U
.S. coal m

ining cam
ps w

orked? 
There’s a good chance the answ

er is no 
because people don’t like talking about 
it all that m

uch. This is a fairly absent 
chapter from

 m
ost history textbooks. 

It is a tim
e period in A

m
erican history 

w
hen capitalism

 w
as thriving – but 

it didn’t m
ake capitalism

 look all too 
good in practice.

M
ost early coal cam

ps w
orked 

som
ething like this: em

ployees put in 
really long shifts and faced extrem

ely 
hazardous w

orking conditions. Instead 
of being com

pensated w
ith U

.S. dol-
lars, they w

ere typically paid w
ith scrip 

from
 the m

ining com
pany, only good 

to cash in at m
ining cam

ping stores 
(the stores w

ere coincidentally ow
ned 

by the cam
p ow

ner). 2 Can you guess 
w

here this is going?

G
roceries, drinks, clothes  – basically 

everything – w
as purchased w

ith scrip. 
A

nd not surprisingly, som
e m

ining 
cam

p ow
ners set the price of their store 

goods at exorbitantly high prices. 3 
The boss got rich w

hile the m
iners got 

poorer.  

Recognizing capitalism
’s perils, like 

the m
ining cam

ps debacle, capitalist 
governm

ents are, in theory, supposed 
to help stand w

ith the people and m
ake 

sure things happen fairly. The U
.S. 

governm
ent arguably helped do this for 

quite a w
hile – w

ith tools like antitrust 
law

s to break up big m
onopolies and 

cam
paign law

s to ensure that capitalists 
could not buy elections. 4

Citizen dem
and for equal opportunity 

protections, like fair voting and equita-
ble education, w

as particularly success-
ful in the Progressive Era (1890-1920). 
5HEHOV�Z

ULWHUV��OLNH�-DFRE�5LLV�DQG�,GD�
Tarbel, helped call out corporate greed 
and energize change w

ith their photos 
of incom

e inequality and stories about 
big oil com

panies during this era. 5

  

Fast-forw
ard to today and som

e people 
continue to critique capitalism

, or 
at the very least, the contem

porary 
im

plem
entation of it. Concerns range 

from
 the indirect and often non-priced 

costs of doing business (also know
n 

as externalized costs), to the scarcity 
of resources that can be pervasive in 
capitalist-based econom

ies. There are 
others w

ho praise m
odern capitalism

 
for the econom

ic opportunities they  
say it continues to offer and the  
innovations it helps to cultivate. 

But com
paring capitalism

 at w
ork in 

early A
m

erican coal m
ining cam

ps, the 
Progressive Era, and today can quickly 
m

ake reading eyes go glassy. 6 So in 
order to better understand how

 our cur-
rent im

plem
entation of capitalism

 oper-
ates in practice, the follow

ing chapter 
overlays the theories of capitalism

 w
ith 

the reality of our status quo. 
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Capitalism
 in theory doesn’t sound so 

bad. But today’s capitalism
 in practice 

is arguably not alw
ays looking so hot. 

A
n illustrative case study: how

 the 
governm

ent could have helped the 
SHRSOH�GXULQJ�WKH������ÀQDQFLDO�FULVLV�
but ended up helping out the big banks 
instead. 

The largest banks in A
m

erica m
essed 

up big tim
e in 2008. In a bid to 

increase their custom
er base, banks 

loosened their standards for hom
e 

m
ortgage loans. A

s a result, banks w
ere 

dolling out cash to som
e people w

ho 
lacked the econom

ic m
eans to easily 

pay it back. For eager hom
eow

ners 
lured into perfect-sounding loans, it 
turned out that the deal w

as too good 
to be true. 

Subprim
e m

ortgages w
ere given to 

tons of people w
ho could not m

ake 
their m

ake their m
onthly paym

ents. 
A

s a result, m
any people w

ho failed to 
m

ake their m
ortgage paym

ents accrued 
high debt and som

e ultim
ately ended 

up losing their hom
es.  

The banks got them
selves in dire  

ÀQDQcial straits: they needed m
oney in 

response to all the debt they created. 

O
U

R
 G

O
V

ER
N

M
EN

T SP
EN

T 

H
U

N
D

R
ED

S O
F B

ILLIO
N

S  

O
F D

O
LLA

R
S TO

 B
A

IL O
U

T   

TH
E B

A
N

K
S. 7

Banks w
ere the ones responsible for 

P
DNLQJ�WKH�P

LVWDNH�LQ�WKH�ÀUVW�SODFH��
they know

ingly deceived people. 
D

oesn’t it seem
 a little strange for our 

governm
ent to just bail them

 out?  

Instead, our governm
ent could have 

ÀJXUHG�RXW�D�Z
D\�WR�ORDQ�WKH�VDP

H�
am

ount of m
oney directly to hom

e-
ow

ners to help them
 out w

ith their 
drow

ning debt and save them
 from

 
losing their ow

n hom
es.

7KLV�DFWLRQ��E\�LWV�YHU\�GHÀQLWLRQ��LV�
arguably still capitalism

: funds being 
utilized to provide credit and to keep 
the econom

y running. But it’s a differ-
ent kind of capitalism

 than the one our 
nation has grow

n used to because it is 
a kind w

here the governm
ent gives a 

hand up to the people instead of ex-
tending a hand out to big businesses.  

“I AM
 N

O
T SO

 O
PPO

SED
 TO

 C
APITALISM

 TH
AT  

I H
AVE FAILED

 TO
 SEE ITS RELATIVE M

ERITS. IT 

STARTED
 O

U
T W

ITH
 A N

O
BLE AN

D
 H

IG
H

 M
O

TIVE  

TO
 BLO

C
K

 TH
E TRAD

E M
O

N
O

PO
LIES O

F N
O

BLES, 

BU
T LIK

E M
O

ST H
U

M
AN

 SYSTEM
S IT FALLS VIC

TIM
 

TO
 TH

E VERY TH
IN

G
 IT  W

AS REVO
LTIN

G
 AG

AIN
ST. 

SO
 TO

D
AY, C

APITALISM
 H

AS O
U

TLIVED
 ITS  

U
SEFU

LN
ESS.”  D

R
. M

A
R

T
IN

 L
U

T
H

E
R

 K
IN

G
 JR

. 


