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Introduction

For as long as we have had capitalism, people have disagreed about what 
it is. Some have loved capitalism, some have hated it, and many have 
been curious about how it works and why. Not surprisingly, diferent 
deAnitions shape diferent xeelings about capitalism, and vice versa. 
Illow me to ezplain why T chose to write a book that deAnes capitalism 
today.

Nowadays, many people have reali“ed that the capitalist system 
is riddled with problems, but they lack a grasp ox basic concepts in 
economics. ”hose concepts are needed to understand why capitalism 
had these problems and to evaluate the diferent Bsolutions’ ofered. 
-asic economics literacy is notoriously low in most parts ox the world.
School courses, politiciansH statements, and mainstream media have
oxten conxused or mystiAed people about how capitalism works. ”hey
have oxten also misled people by xailing to ezplain the radically difer:
ent ways diferent people deAne and understand capitalism.

Rere, our goal is to understand capitalism. So we begin with a basic 
deAnition that we can use to understand it. Rowever, this deAnition 
also enables us to ezplain how and why others see capitalism diferently. 
”his book is intended xor all readersC those who like capitalism, those 
who donHt, and those still undecided.
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Fver its roughly Ave centuries, capitalism spread to become the 
truly global system it is today. Tt has been widely celebrated and widely 
critici“ed. ”he same happened to slavery, xeudalism, and all the other 
economic systems humans have tried. Sooner or later, intelligent peo:
ple inside all systems grasped that to understand any system re—uires 
carexully considering the perspective ox both those who celebrate it 
and those who do not. Latching, listening to, or reading only either 
one yields a one:sided perspective closer to propaganda than to gen:
uine understanding. ”his book ofers a critical point ox view that is all 
too oxten overlooked, denied, or silenced. Tt ofers that to those honest 
enough to dare to really consider both sides, rather than engage with 
yet another book that cheerleads xor capitalism instead ox understand:
ing it.

T cannot claim to be neutral in todayHs challenging situation. Uery, 
very xew people truly are. Lhile most economists are pro:capital:
ist�as are most politicians, media representatives, and academics in 
the �S and beyond�T am among the critics ox capitalism. T became a 
critic because T saw the everyday realities ox this system grinding most 
people down xor the beneAt ox the xew.

THm convinced humans can do better than the ezisting system. ”he 
world is going through so many crises�war, climate change, wealth 
ine—uality, mass migration, and civil unrest�and meeting with xew 
successes. T believe that understanding capitalism�the basic econom:
ic system ox our times�ofers us the key to addressing these crises 
successxully.



How to Read This 
Book

The capitalism in which we all live and struggle is in trouble. You, 
the reader, are rightly interested in understanding why and how the 
system is connected to all this trouble. I wrote this book to help you 
do exactly that.

But no book’s writing occurs in a vacuum. Our world is full of dif-
ferent and often clashing views about the capitalist system. Whether 
you admire capitalism or criticize it (or some of both), the terms and 
deDnitions you use change depending on your opinion.

That means that writers who seek to be clear must deDne in their 
own terms how they understand key concepts and ideas. I do that 
here in the Drst two chapters. I then proceed to use those deDned 
terms to analyze capitalism as a system (with special reference to the 
sources of its present di—culties or troubles).

The opening chapters, on what capitalism is and is not, may be a 
bit challenging. The beginnings of analysis often are. ReDnitions of 
key concepts and basic ideas seem far less interesting than what these 
concepts tell us about the world that we live inCwhich is what we do 
with the topics covered in the rest of the book.
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The exciting and urgent issues about capitalism occupy its main, 
ma�or portions. �ou can see that in the detailed table of contents. This 
book is critical in the sense that I do not shy away from examining 
capitalism�s �aws and weaknesses, because they are important sources 
of its problems. Ariticism also carries the obligation to discuss solu-
tions� both reforms of the system and transition to another system. 
The approach here does both.



Chapter One

Deingnl 
Capgtasgm:W Ihat 
�t �m

A cross capitalism’s history, as it spread from England in the sev-
enteenth century to become global today, its interactions with 

di.erent nations, cultures, and economic conditions led to di.erent 
understandings of capitalismT ;he world is now awash in di.erent 
meanings of the basic terms, concepts, and words we use to describe 
our economic systemsT ;he notions of right and wrong are not ap-
propriate hereH di.erent people can de“ne terms they “nd useful in 
di.erent waysT

”ere we de“ne zcapitalismR as the name of one particular way 
that human communities have organiIed the production of the goods 
and services on which they dependT Canging in siIe from families 
to nations or the entire world, all communities produce goods and 
servicesT ”istory shows that human communities have organiIed their 
production systems in di.erent ways in di.erent times and placesT 
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Each of these particular production systems arises, evolves, and passes 
awayT kometimes they spread to other placesT kometimes multiple 
production systems e:ist in one place at a timeT

;oday, capitalism is the dominant production system across most 
of the worldT Dt emerged from and spread during the decline of Eu-
rope’s previous production system, called feudalismT Wenturies earli-
er, that feudal production system had emerged from the decline and 
collapse of yet another production system, slaveryT

Wapitalism, we presume, will follow the same path as other systemsT 
Cising out of the decline of previous production systems such as slav-
ery and feudalism, capitalism grew and evolvedT Eventually, capitalism 
too will pass away, and another production system will taMe its placeT

To understand capitalism, it will help if we first 
describe two non-capitalist systems.

1et’s start with slaveryT ;hat production system organiIes its partici-
pants into two connected groups— masters and slavesT ;heir basic rela-
tionship is summariIed by the fact that masters own slaves as property 
and thus wield power over themT ;he slaves do most of the worM but 
are e:cluded from deciding what to produce, how and where the worM 
is done, and what to do with the end productsT ;he other group, 
masters, maMes all those decisionsT ;he slaves are not freeH they don’t 
even own themselvesT Uasters control everythingNeven the slave’s 
participation in the systemT

;he masters taMe and distribute all of the slave system’s produced 
goods and services, such as the crops slaves plant and picMT Fne portion 
of the slaves’ output is typically sold by the master who owns itT ;he 
master then uses the resulting revenue from selling the slaves’ output 
to purchase replacements for the inputs used up in production,such as 
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seeds and toolsT A second portion of the slaves’ output, such as food, 
goes directly from the master to sustain the slaves and their familiesT 
Uasters sell the remaining portion and Meep the resulting revenue as 
their own incomeT

Dn slavery, masters could limit the portion of the slaves’ output that 
they returned to the slaves’ for their consumptionT Fften, masters did 
limit or reduce this portion returned to slaves because that left a bigger 
portion for the mastersT )ecause of that built-in incentive, masters 
often abused the slaves they owned and brutally repressed slaves’ op-
position or e.orts to escapeT Eventually, slave resistance undermined 
the systemT Celatively few instances of the slave production system 
remain in today’s worldT

Another non-capitalist production system, European feudalism, 
organiIes its participants di.erently, into lords and serfsT ;he serfs do 
most of the worM, while the lords maMe all the Mey decisionsT ”owever, 
unliMe slavery, the serf is not considered to be property of the lordsT 
Dnstead, the feudal system connects lords and serfs within a religious 
social order that establishes and enforces a particular relationship 
between lord and serfT ;he lord presides over the land, distributes 
portions of the land to serfs, and protects the serfs so that they can 
worM the landT Dn return, the serfs must obey the lord and also deliver 
a portion of the output they produce /such as cropsq to the lordT ;he 
rest of the serfs’ output they can Meep for themselves and their familiesT

Uuch liMe slavery, feudal lords taMe the outputs delivered to them 
by their serfs and use them as they chooseT Df marMets e:ist, lords 
may sell those delivered outputs for money8revenueT Fne part of such 
revenue goes to the lord’s consumption /building castles, organiIing 
feasts, etcTqT Another part might be used to purchase and replace in-
puts used in the production activities of the serfs /tools, ejuipment, 
etcTqT 1ords would distribute another part of their revenue to the 
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church and the Ming to secure their e.orts to support the whole feudal 
systemT

1iMe slavery, the feudal production system was eventually undone 
by serfs refusing to accept itT ;hey resisted and tried to escapeT Lhile 
feudalism re9ected the concept and institution of slavery, feudalism’s 
legally zfreeR serfs su.ered and resented their system’s deep inejuali-
tiesT Eventually, it too broMe downT

;hese are straightforward e:planations of these systemsT )ut, the 
reality is that human communities have organiIed their production 
systems in multiple ways, even during the same period in historyT 
Lhile each production system can e:ist alone in a community, coe:-
istence among several is more usualT

6or e:ample, slave and feudal systems can and do coe:ist with 
capitalismT ;he Gk Wonstitution’s ;hirteenth Amendment e:plic-
itly allows for slavery to e:ist inside Gk prisonsT 1iMewise, some tra-
ditional Gk households and family farms are organiIed around the 
husband8father as lord /of his castleq, with the wife and older children 
as serfsT 7articipants may not recogniIe the slave or feudal organiIation 
of their families and households, and they may not use those words to 
de“ne their situation, but that does not prevent slavery or feudalism 
from being their realityT

;hese are simply possible e:amplesH there is no necessity for slavery 
or feudalism to coe:ist within an economy where capitalism is the 
prevalent economic systemT

ko, what e:actly is the unijue production relationship de“ning 
capitalism– ;he answer o.ered here represents what D have found 
to be the most e.ective de“nition, in terms of the understanding of 
capitalism it maMes possibleT
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The Employer/Employee Relationship

Dn its best-Mnown form, the capitalist production relationship con-
nects employers to employees by means of an e:change contractT Em-
ployees sell their capacity to worM /their labor powerq to employers for 
a wageT Employers set employees to worM with means of production 
/tools, ejuipment, raw materials, etcTq that employers usually ownT 
Employers organiIe the worM to produce speci“c outputsT

Wapitalism’s distinctive production relationship e:cludes the hu-
man ownership of slavery and the interpersonal obligations of feudal-
ismT Dnstead of masters and slaves or lords and serfs, we have employers 
and employeesT

;he particular capitalist relationship di.ers from the slave and 
feudal relationships in this way— in slavery and feudalism, the buying 
and selling of labor power do not e:istH in them, labor power is not 
a commodityT Uany forms of slavery and feudalism have marMets in 
productive resources, products, and even enslaved persons /within 
chattel slaveryqT )ut, none of those forms have a marMet where one 
group sells their labor power to anotherT ;he e:change of labor power 
is one unijue activity that comprises a di.erent productive relation-
ship, namely that of capitalismT

Wapitalism’s employer0employee e:change comes with a condi-
tion— the employer owns the output of the labor process automatically, 
as fast as the employees produce itT

Dn modern capitalism, the marMetplace is most often the main 
mechanism of distribution of produced outputT Uost resources and 
products are owned by employers who buy and sell resources8prod-
ucts as commodities, alongside buying and selling labor power as an-
other commodityT
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;he employees use their wage payments to buy the consumer goods 
needed to reproduce their own labor power /food, clothing, housing, 
education, health careqT Lhat employees consume is what employees 
produceT Employers occupy a middle position between employees 
while wielding decisive power /in capitalismq over employeesT

;he contractual relationship binding employers and employees dif-
ferentiates capitalism from alternative production systemsT Bet the 
capitalist system also shares some important jualities with slavery and 
feudalismT 6or e:ample, liMe them, in capitalism a very small minority 
of the people involved in each worMplaceNthe employers /aMa the 
owner, the board of directors, the ma9or shareholdersqNdecide what 
most worMplaces produce, what technology they use, and what is done 
with the worMplaces’ pro“tsT Employees, the vast ma9ority in most 
worMplaces, are e:cluded from maMing those decisionsT Bet employees 
must live with those decisions’ consejuences /rather liMe slaves and 
serfs must live with the decisions made e:clusively by masters and 
lords, respectivelyqT ;heir very unejual divisions of authority within 
worMplaces have been fundamental problems for slavery, feudalism, 
and capitalismT

Class

Here, I introduce and define the term “class” because this 
book uses class in a particular way.

Uany folMs thinM of class in terms of power and wealthT Oe“ning 
class in terms of power, many people say that societies are divided 
among groups with di.erent amounts of power over othersT kome 
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people can order other people to do or behave in certain waysT kuch 
people are said to have authority— to be zorder-giversR rather than zor-
der-taMersTR Dn contrast, other people are said to be without authority— 
to be order-taMers rather than order-giversT ;he word zclassR has often 
been used to describe such groups— the powerful ruling class /those 
who give ordersq versus the powerless or ruled class /those who taMe 
ordersqT Dn between them, we “nd middle classes— groups that have 
some power but not as much as those in the ruling class which have 
a lotT

Wlass has also been used in a parallel way to describe the division 
of wealth in a society or nation or communityT ;he rich comprise the 
upper class, while the poor comprise the lower classT Ff course, there 
can be middle classes whose wealth or income is somewhere between 
rich and poorT

6or many centuries, people have used these power or wealth con-
cepts of class to understand why communities worM and change in 
particular waysT Writics of social problems have often pointed to class 
di.erences as being their ma9or causes and proposed class changes 
as solutionsT kupporters of democracy have argued that its survival 
depends on most people in any community being in the middle classes, 
relatively ejual in wealth and powerT

;he fact is that for a long time, many attempts have been made to 
overcome class di.erences as one Mey way to build a better society for 
allT kuccesses have so far been only partial and temporaryT E:treme class 
di.erencesNin both power and wealthNcontinue to be widespread 
from the Gk to Whina, from the global Porth to the global kouthT 
Uany have tried to understand this problemT Lhy has it been so very 
di5cult to avoid or end e:treme class di.erences in wealth and power–

Fne approach to answering this Mey juestion derives from the worM 
of the famed philosopher, economist, and social critic 4arl Uar:T 
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”e believed that other social thinMers who had sincerely wanted to 
overcome e:treme class di.erences failed to do so because they had 
missed or misunderstood a Mey cause of those di.erencesT

ko important did Uar: consider his discovery that he built a whole 
analysis of capitalism around itT Dn e.ect, Uar: invented a new concept 
of classNa new de“nitionNthat he then used to analyIe capitalismT 
”e Mnew the previous concepts of classNthose de“ned in terms of 
wealth and power distributionsNbut he added, elaborated, and ap-
plied his new concept to themT

Uar:’s approach divides the people engaged in the capitalist pro-
duction system into two groupsT Fne group is employersH the other is 
employeesT ;his is a di.erent way of zclassifyingR peopleT Wlasses are 
not about how much wealth they do or do not own or how much 
power they do or do not wieldT Wlass, for Uar:, is about a person’s 
position in a production systemT

Uar:’s unijue class-analytical approach to understanding capital-
ism spread juicMly in his lifetime, and even faster after his death in 
S??$T Dn its many interpretations, Uar:ism became a ma9or global 
tradition of social thoughtT ;his booM uses Uar:’s idea of class because 
of the unijue and powerful insights it o.ers into capitalismT

;he employer class is e:tremely smallT Dn the Gk, their numbers are 
variously estimated /depending on the methods usedq at between S 
and $ percent of the adult worMforceT Estimates of the total number of 
Gk businesses hover around thirty-three million /but most of those are 
individual self-employed enterprisesqT Dn contrast, the Gk labor force 
/a rough measure of all zemployeesRq is appro:imately S�� million 
people /about half the Gk populationqT Dn class terms, the Mey reality 
here is that there is a small class of employers compared to the much 
larger class of employeesT
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Fur adult population is mostly employeesT Cight there is a funda-
mental problemT Employers decide what to produce, where to pro-
duce it, how to produce it, and what to do with output /that belongs 
to themqT )ecause employees are not slaves or serfs, they are free to juit 
an employer and to o.er to another their capacity to worMT Employers 
are free to accept or re9ect any such o.ers, to hire and to “reT )ut, 
employees do not share with employers the rights to control the pro-
duction process, nor what to do with the products of the employees’ 
laborT Employers retain those rights e:clusively for themselvesT

Dn the capitalist production system, then, one class wields huge 
powers denied to the other classT Each of the two classes’ powers 
emerges or derives from their di.erent positions within the organi-
Iation of productionT Df a society were, in general, to be committed 
to democracyNto a zone person, one vote,R ejual distribution of 
political powerNcapitalism’s very di.erent organiIation of produc-
tion /not at all zone person, one voteRq would present an immediate, 
obvious problem /a point discussed in detail later in this booM, in z;he 
7roblems of Wapitalism— GndemocraticRqT

Uar:’s class analysis can be applied to non-capitalist economic 
systemsT Dn slavery and feudalism, the top classes /masters and lordsq 
gathered into their hands hugely disproportional shares of wealth and 
powerT Writics of those systems railed against their e:treme inejualities 
of wealth and powerT Uar:’s concept of class again focused on their 
production systems to e:plain how those systems distributed wealth 
and powerT

Lhen slaves and serfs refused to continue within slave and feudal 
productive systems, they demanded zfreedomR from those systems, 
and many embraced capitalism as the way forward to a zfree societyTR 
Employees were neither slaves nor serfsT Employees were free and only 
voluntarily entered into the capitalist production systemT ;his could 
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be seen as an improvement from the previous systemsT Bet capital-
ism’s employees were also those who worMed, produced, and gener-
ated wealth that employers tooM and distributed to Meep the capitalist 
production system goingT

Uar:’s new class analysis, focused on the employer8employee re-
lationship, enabled him to pinpoint what had to be changedNin 
all production systems, including capitalismNto end the wealth and 
power inejualities those systems all sharedT Any production system 
that positioned a small minority in charge of a large ma9ority had to 
be changedT

Wapitalism’s champions had promised their system would end the 
inejualities of wealth and power associated with slavery and feu-
dalismT  Wapitalism they insisted, would bring about liberty, ejual-
ity, and democracyT Uar: argued that capitalism failed to deliver on 
its promises because, in place of the master8slave and lord8serf di-
chotomies, it installed the employer8employee systemT ;o achieve the 
promises of capitalism rejuires going beyond employer8employee to 
a new production system that does not divide the people engaged in 
production into the powerful versus the powerless, the rich and the 
poorT ;he capitalist organiIation of the worMplace is the obstacle to 
realiIing the noble goals of capitalism’s original championsT

Dn capitalist, feudal, and slave production systems, Uar: noted, 
the worMers /employees, serfs, slavesq produce zsurplusesR for persons 
other than themselvesT ;hat is, they produce a juantity of output 
greater than that necessary to provide for those employees’ standards 
of consumption and to replace used-up means of productionT ;he dif-
ference between total outputs produced by slaves, serfs, and employ-
ees and what each of those classes received for their own consumption 
plus used-up inputs was what Uar: called zsurplusesTR )ecause all 
such worMers produced surpluses for others /for masters, lords, and 
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employers, but not for themselvesq, Uar: referred to them as ze:ploit-
edTR

7rogressive critics of capitalism have always opposed e:ploitation as 
perhaps capitalism’s fundamental in9usticeT Bet the very idea or con-
cept of e:ploitation immediately brings to mind the juestion— Lhat 
would a none:ploitative production system be– ;he answer this booM 
provides is the worMer cooperative— a worMplace where the relationship 
among participants is a democratic communityT Each participant in 
the activities of the worMplace has one vote in maMing its basic deci-
sions— what, how, and where to produce and how to utiliIe the output 
of the worMplaceT ;he surplus produced by such a worMers’ coop-
erative would not be immediately taMen by othersT Dt would instead 
belong to and be distributed by the worMers who produced itT /kee the 
discussion of this Mey point in the last chapter of this booM, entitled 
zLhat Womes After Wapitalism–Rq

E:ploitative economic systems liMe slavery and feudalism prevented 
the dreams of liberty, ejuality, and democracy from becoming re-
alitiesT Wapitalism promised to maMe these dreams a reality, but it 
failedT And Uar:’s worM e:posed why— capitalism, too, had installed 
an e:ploitative economic systemT

;he good news is that we now Mnow what needs to be doneT Le 
need to transition our economic system from its capitalist /iTeT, em-
ployer8employeeq organiIation of worMplaces to democratically orga-
niIed worMer cooperativesT Le must end capitalist e:ploitation, much 
as our ancestors ended slavery and feudalismT

Capital
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Lhy, you may rightly wonder, is capitalism not called zthe employ-
er8employee systemR or some other phrase that describes its speci“c 
jualities as a production system– ;he answer is historicalT

;he concepts of capital and capitalist long predated the e:istence 
and spread of the employer8employee production systemT 7ut simply, 
those concepts referred to one particular use of money— using money 
to maMe more moneyT

Uoney can be used to purchase something to maMe practical use 
of it /as in buying something to consume itqT Uoney could also be 
given as a giftT ;his money would not be called capitalT Lhat is capital 
is money when it is used to generate more moneyT Wapital, in other 
words, is self-e:panding moneyT

;hinM of a value of money�say �����that is used in a way that 
ends up with its owner having more than ����T ;he simplest e:-
ample is money loaned at interestT ;he borrower is then rejuired to 
return the value of the loan plus 5 percent interest /a fee charged to 
the borrowerqTA one-year ���� loan will yield ���� a year later /return 
of principal, ����, plus a �� interest paymentqT 1ending money at 
interest turns that money into capitalT

Another simple e:ample is using money as storeMeepers or mer-
chants doT ;hey buy in order to resell at a higher price. Bour corner 
store buys potato chips at a /wholesaleq price that’s lower than what it 
charges you /the retail priceqT Dn this way, the store owner e:pands the 
value of money— money used as capitalT

7lease note that neither loan capital nor merchant capital directly 
involves productionT ;he loan with interest involves the change of 
ownership of money between lender and borrower, not the produc-
tion of anythingT A merchant’s business of buying low and selling 
high involves no production eitherT As you can see, production is a 
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separate activity from these forms of capital, and it happens before any 
merchant buys and resells what was earlier producedT

6or most of human history, production was not primarily done to 
maMe moneyT Dn all previous eras, production was motivated by all 
sorts of goals, but it was not primarily driven by capital, the attempt 
to use money to maMe more moneyT

A whole new era of human history began when capital grew beyond 
lending and merchanting and became directly engaged in productionT 
;he employer8employee organiIation of production not only replaced 
earlier slave and feudal organiIations of production but also brought 
capital into the center of the production systemT Dt was properly called 
a capitalist production system because zmaMing moneyR was its logic, 
its zlaw of motion,R and its zbottom lineTR

”ow does money’s self-e:pansion occur within the employer8em-
ployee relationship–

Surplus

Lhen an employer puts a hired laborer to worM with ejuipment and 
raw materials to maMe a product, the employer e:pends a total sum of 
money to buy and gather all those components into a worMplace or 
enterpriseT )ecause an employer uses money to produce with the goal 
of e:panding value, that money is zcapitalR, and such an employer is a 
capitalistT ;he goal is to end the production process with something 
worth more in value than the total sum of value the employer put into 
production in the “rst placeT

Lhat is critical to understand here is that the value grows during 
capitalist production because of the employer8employee relationshipT
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;he value of the product includes the values of all the component 
inputs used up in the process of production /the used-up ejuipment, 
facilities, and raw materialsqT ;he employee’s labor adds to those in-
puts’ value to yield the total value of production’s outputT ;he prod-
uct of production is worth more than the value of the used-up inputs 
that are contained in itT ;he increased value comes from what the labor 
addsT

Pow, here comes the Mey pointT
;he employer /or someone designated by the employerq manages 

the production process to maMe moneyT )ut e:actly how does the 
employer end up with more value in the product than the employer 
e:pended on the inputs plus the cost of getting the laborer to worM– 
;he answer is this— the employer must be able to pay a wage or salary 
to the employee that has less value than that added by the worMer’s 
labor during productionT ;he output of capitalist production includes 
the value added by the worMer, but it only costs the employer the value 
of the wage that the worMer rejuires to perform the worMT ;he value 
added by the worMer’s labor minus the value paid to the worMer as a 
wage is the zsurplusTR ;he employer spends value on production that 
ejuals the value of the used-up inputs plus the value of the wage paid 
to the worMerT ;he employer realiIes the value of the output /when it 
is soldq that contains /Sq the value of the used-up inputs, plus /Kq the 
value paid to the worMer for worMing, and /$q the surplus /or e:cess of 
worMer’s value added over the wage paidqT

;he di.erence between the value added by laborers and wages paid 
to them is the Mey to capitalismT Dt is that zmoreR that enables money 
or value to self-e:pand by means of capitalist productionT ;he zmoreR 
/originally mehr in Uar:’s Yerman-language writingsq was translated 
into English as zsurplusTR
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;hus zsurplus valueR is the goal and driver of the employer8em-
ployee production systemH it is juite literally what maMes it capital-
istT Employers get the surplus produced by their employeesT As it is 
produced, it becomes the employers’ propertyT ;hat happens auto-
maticallyT Uany capitalists and many employees never juite grasp or 
understand the system that connects themT

Df the employer decides to Meep the enterprise going /e:clusively the 
employer’s decisionq, that employer must use the revenue from selling 
its outputs /which belong e:clusively to that employerq in particular 
waysT Fne portion of the revenue buys physical inputs to replenish 
those used up in productionT A second portion is paid in wages to 
the employees who produced those productsT A third and “nal por-
tionNthe surplus valueNis used by the employer to secure certain 
conditions needed for the enterprise to Meep goingT

;hese conditions include, for e:ample, hiring lawyers to manage 
any legal issues that might impede the enterprise’s reproduction over 
time or paying ta:es to the state so it can maintain services on which 
the employer relies /roads, police, public education, etcTqT

ktill another condition would be hiring employees who do not 
produce surplus but instead perform functions that enable surpluses 
to be produced by other employeesT 6or e:ample, let’s consider a lad-
der factory that hires a clerM to manage the paperworM to Meep tracM 
of payroll, billing, or legal obligationsT ;he clerM produces neither 
ladders nor the surplus that ladder-producing worMers doT Bet the 
clerM is as important to a successful capitalist enterprise as the direct 
ladder-producer /the one who uses tools and ejuipment to transform 
wood into laddersqT Employees liMe this clerM are enablers— they enable 
other worMers to produce the surplus that drives the capitalist enter-
priseT ;he enabler class in capitalism includes such worMers as clerMs, 
sales personnel, security, supervisors, and so onT ko now we see that 
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capitalism entails a comple: class structureT Employees include both 
surplus-producing worMers and non-surplus-producing enablersT

Dn the long history of economics, Mey contributors such as Adam 
kmith and 4arl Uar: referred to these groups as zproductiveR and 
zunproductiveR worMersT Lhile they de“ned these terms di.erently, 
they all aimed analytically to breaM down the important category of 
wage-earning employeesT Even everyday language has tried to grasp 
such di.erences among worMers with terms liMe zwhite collarR and 
zblue collarTR Dn this booM, zproductiveR worMers are those who di-
rectly produce the surpluses that employers aim to ma:imiIeT Gnpro-
ductive worMers are those who help create the conditions that enable 
productive worMers to produce surplusesT

;he di.erence between zproductiveR and zunproductiveR does not 
refer to the importance of these two groups of worMersT )oth groups 
are indispensable to the survival and persistence of the capitalist enter-
prise, albeit in di.erent waysT Le di.erentiate the two groups in terms 
of their relationships to the surplus because it helps us understand 
capitalism according to this booM’s de“nitionT

;he lower the wages employers can pay to any worMer, the greater 
the share of worMers’ value added that employers taMe as surplusT Wap-
italismNthe employer8employee organiIation of productionNthus 
sets employers against employeesT 1ower wages are typically pursued 
by employers and resisted by employeesT Dn contrast, employees per-
petually seeM to increase wages to improve their families’ standards of 
livingT Wapitalism has always been a system torn by internal con�icts 
and struggles between employers and employeesT

;hese economic con�icts and struggles in�uence and are shaped by 
the politics and culture of every society where the capitalist econom-
ic system prevailsT Oo schools teach children about how capitalism 
worMs– Ds labor unioniIation fostered or demoniIed in the culture– 



GPOECk;APODPY WA7D;A1DkU  $S

Oo political struggles mobiliIe public opinion to support one class 
against another, or do they de�ect popular opinion away from class 
issues so as to support the class status juo– ;he ways such juestions 
are answered show how those and other aspects of society shape how 
much surplus each enterprise’s employers can appropriate, and how 
successfully those employers can use those surpluses to hire and direct 
the enablers to do their partT

PPrroofifitt
Le Mnow that the pro“t drive is the heart of capitalismT ;hat’s 
why businesses say things liMe z7ro“t is our bottom line,R zLe’re 
in business to maMe pro“t,R or a hundred other ways of saying itT 
)ut what e:actly is pro“t– ;wo particular distributions of surplus by 
employers became so important that a special term was invented for 
them— zpro“tTR

;he “rst version of zpro“tR refers to when surplus is used to grow 
or e:pand the enterprise— /Sq to buy more or di.erent physical inputs 
instead of simply replenishing those used up, and /Kq to hire more 
employees to worM with those inputs and produce more outputT

;he other particular distribution of surplus labeled zpro“tR is 
made to the owners of the enterprise— a Mind of zreturnR on the capital 
such owners had made available to /zinvested inRq the enterpriseT

7ro“t became a Mind of shorthand inde: for how well a capitalist 
enterprise was doing because it measured how much surplus value was 
left over after the employer had secured all the other necessary condi-
tions to continue producingT 7ro“t was that part of the surplus that 
employers could distribute to owners of the enterprise for two speci“c 
purposes— /iq for owner/sq’ consumptions and /iiq to increase owners’ 
wealth /by growing the enterpriseqT 7ro“t re�ected and thus measured 
how successfully an employer had operated a capitalist enterpriseT
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Le would better analyIe an enterprise by looMing at all distrib-
utions of surplusT 7ro“t is after all 9ust two among that became the 
Mey number capitalists use to gauge each enterprise’s “nancial healthT 
Dndeed, there are other distributions of surplus that are also important 
for its futureT

Dt is easy to slip into the habit of treating zsurplusR and zpro“tR 
as interchangeable, as synonymsT Dn some cases, that incurs no con-
fusionH in others, it doesT Dn one important way, surplus and prof-
it can be considered together despite their di.erencesT All surplus 
distributionsNincluding pro“tsNare important ways to secure an 
enterprise’s continuation or reproductionT Dnadejuate distribution of 
portions of the surplus risMs not reproducing capitalism’s conditions, 
thereby threatening the enterprise’s survivalT

A ma9or problem for capitalists is the nature of their relationship 
with one anotherT ;hat relationship includes competitionT Lhat each 
capitalist does to be pro“table, reproduce, and even grow can, and 
usually does, threaten the e:istence of other capitalistsT ;hus, capital-
ists seeM pro“ts both to defend against their competitors and to obtain 
advantages over themT

6or e:ample, consider a group of capitalist enterprises that produce 
and sell chairs to the same community of buyersT ;he interactions be-
tween the multiple businesses selling into their shared marMet creates a 
pressure e:pressed by the term zcompetitionTR Dn order to survive, each 
business must sell outputs for revenues which it then uses to replenish 
used-up inputs, pay wages, and distribute its surplus value to secure 
the conditions needed to reproduce the enterpriseT Each capitalist 
chair-producer faces the risM that chair buyers will patroniIe another 
zcompetingR businessT Each capitalist seeMs ways to taMe business away 
from its competitorsT Dt can, and often does, become a life-and-death 
struggleT
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Wompetition might drive one capitalist to improve the juality of 
its chairs and8or reduce their priceT ;o sustain its pro“tsm such a 
capitalist would try to “nd cheaper productive inputsT Alternatively, 
that same capitalist might send less of its surplus to secure conditions 
of that enterprise’s e:istence, such as security guards, secretaries, etcT 
Every other chair capitalist, threatened by the “rst’s improved juality 
or lowered price, would pursue the same or comparable stepsT zWom-
petitionR is what we call this tense coe:istenceT Dt’s a constant pressure 
on and danger to capitalistsT As we shall see, it also underlies capitalists’ 
endless juest for growthT A bigger enterprise is often better able to 
compete than a smaller oneT

;hat is how capitalism worMsT 7ro“ts are usually devoted partly 
or wholly to growing the enterpriseT Wapitalist enterprises are pro“t 
driven because pro“t is often what fuels growthT E:pansion is it-
self a condition of enterprise’s competitive survivalT Uore employees 
producing outputs means more surplus to secure conditions of the 
enterprise’s e:istence and reproductionT

Wompanies are terri“ed if their pro“ts go downT Lill people then 
stop investing in the company– Lill vendors with whom they do 
business stop e:tending credit– Lill customers begin to looM elsewhere 
/maybe to competitorsq– Uight banMs hesitate to lend to the compa-
ny–

7ro“t has thus become a Mey marMer, measure, and criterion of the 
health of every capitalist enterpriseT Cising pro“ts as a share of total 
capital invested /a rising profit rateq is good news for vendors, lenders, 
and investors that the capitalist enterprise deals withT 7ro“ts are what 
the media consider when commenting on an enterprise’s condition 
and prospectsT 6alling pro“ts send the same audience the opposite 
newsT Worporate e:ecutives’ 9obs tend to be more secure and better 
paid when pro“ts are risingT ”owever, recent decades have shown that 
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top Gk e:ecutives obtain improved salaries and bonuses even when 
their enterprises’ pro“ts fallT 

Wapitalism’s zhigh priestsRNthe professional economistsNspin 
the tales /they prefer to call them theoriesq that 9ustify the systemT ;hey 
try to persuade us that capitalists’ zpro“t ma:imiIationR achieves the 
greatest e5ciency, economic growth, and the greatest good for the 
greatest number of peopleT ;hey want us to believe that the self-serv-
ing /pro“t-drivenq behavior of the employer class is, magically, the best 
for employees tooT

Dt is always di5cult to Meep tracM of the multiple causes of pro“tT 
;hus, many choose to focus instead on one or two zMeyR causes or 
aspectsT Across capitalism’s history, the hope that pro“ts show an en-
terprise’s overall economic health became the presumption that they 
doT Average pro“ts across industries and entire economies liMewise 
became indices of economic well-beingT

Fne immediate problem with such a standard or measure is that 
it opens the possibility that pro“ts may be high and rising because 
wages, ta:es, and living conditions are fallingT Ds such a capitalist sys-
tem healthy or not– Df pro“t earners /a tiny minorityq own and run 
the media, politicians, and academics, that minority’s well-being may 
result in the znewsR that the economy is prosperingT Df most people live 
o. wages and salaries and the decline of the latter imposes su.ering on
them, they might “nd the same economy to be the opposite of pros-
perousT Pothing about pro“t is neutral or the same for all in societyH it
is a highly contested concept, as are all basic economic concepts if one
looMs at them closelyT

Wapitalists don’t focus on pro“t because they are greedyT Cather, 
greed is another name for the pro“t drive that competition rejuires 
and thus cultivates in capitalistsT ;he capitalist system imposes prof-
it-driven behavior upon individual capitalistsT Df and when individ-
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ual employers adapt to capitalism’s pro“t drive, we may call them 
zgreedy,R but the system shapes and imposes on the individual far 
more than the reverseT ;he capitalist system’s pro“t drive is the causeH 
greediness is the e.ectT Ff course, the e.ect can and does react bacM 
upon its causeT Yreedy individual employers may become capitalist 
employers and perhaps e:cel in pro“t-maMingT

6or every e:ample where pro“t-driven behavior leads to a good 
outcome, there is another that e:poses pro“t-driven behavior leading 
to awful outcomesT ;he pro“t drive may have resulted in dynamic 
technological improvements, but this also helped cause colonialism, 
imperialism, and some of the most destructive wars in human histo-
ryT Dt now even threatens our ecological survivalT ;he pro“t motive 
yields, at best, mi:ed resultsT ;o imagine that pro“t magically guides 
economies to optimal goodness, growth, and prosperity, is above all 
capitalists’ wishful thinMingT

7ro“t ma:imiIation is how capitalists accumulate wealthT ;hat 
may be good for them, but it’s not at all good for the rest of usT 4eeping 
pro“ts away from employees guarantees they will always need employ-
ment from capitalists, locMing employees in a cycle of e:ploitation and 
dependence on wagesT Wapitalists and worMers have never been ejual 
bene“ciaries of the systemT

ko that’s capitalism— employers use employees to produce surplus 
and pro“t, and employers distribute the surplus for their own bene“t 
and, under the pressure of competition, for the growth /or at least 
reproductionq of their enterprisesT

4nowing now what capitalism is, we should asM ourselves an im-
portant juestion— Lhat are we doing allowing our very lives and so-
cietal well-being to depend on the decisions of a tiny minority who 
forever prioritiIe that one small portion of enterprise revenue called 
pro“t–
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)efore we can invest ourselves in this juestion, D’m guessing there 
may be some juestions or counterarguments forming in your mindT

Le can address those by unraveling some other de“nitions of cap-
italism that you may have heard ofT
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gtaugs. gs a scste. of ”fwee, ow ”rwgRate, eitewrwgses aid rwgRate omi:
ewshgrq a scste. mhewe rwgRate gidgRgdpaus stawtv omiv aid orewate
eitewrwgses .ostuc fwee of yoRewi.eit gitewfeweile aid mhewe those
gidgRgdpaus delgde hom to wpi eitewrwgses ow mhat to do mgth the.b

8gwst of auuv rwgRate ow fwee eitewrwgses e/gsted gi .ost suaRe ow fepdau 
eloio.gl scste.sb Thec awe iot pig–pe to aid thps do iot denie 
largtaugs.b HidgRgdpaus oftei lopud aid dgd jpc suaResv settgiy the. 
to mowk gi rwgRate eitewrwgses that orewated gi luassgl .astewSsuaRe 
fashgoib The sa.e harreied oftei gi fepdaugs. as rwgRate gidgRgdpaus 
eitewed gito uowdUsewf weuatgoishgrs mgthgi fepdau eitewrwgsesb “hat:
eRew dgstgiypgshes largtaugst fwo. othew eitewrwgsesv thegw ”rwgRate, ow 
”fwee, iatpwe gs iot gtb

Ht gsv of lopwsev rossgjue fow a state to set pr aid orewate a jpsg:
iess eitewrwgseb Ptate oVlgaus lai jpc girpts aid hgwe mowkewsv rwo:
dple aid seuu optrptsb Hi Rgwtpauuc auu solgetges that haRe eRew lauued 
the.seuRes largtaugstv states haRe doie thatb Hi the NPv e/a.rues awe 
.aicq the NP Eostau PewRglev O.twakv the Teiiessee Gauuec Opthowgtcv 
thopsaids of uolau ptgugtges omied jc .piglgraugtgesv states orewatgiy 
louueyes aid pigRewsgtgesv aid so oib -ost lgtg—eis aid lo..eitatows 
do iot deic the NP gs largtaugst jelapse of those state:omied:aid:or:
ewated jpsgiessesb To je fagwv a fem reorue do those fow mho. aic 
state:omied:aid:wpi eitewrwgse gs a ieyatgoi of largtaugs.b

PuaRewc aid fepdaugs.v ugke largtaugs.v e/hgjgted loe/gsteiles of 
rwgRate aid state eitewrwgsesb Ggwtpauuc io stpdeit of suaRewc eRew loi:
lupded that suaRewc leased to e/gst mhei states Wogied gidgRgdpaus gi 
jpcgiy suaRes aid settgiy the. to mowkb 3gkemgsev stpdeits of fepdau:
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gs. awopid the mowud ioted that states as meuu as rwgRate uowds orew:
ated fepdau rwodpltgoi scste.sb Pplh stpdeits dgd not loilupde that 
fepdaugs. had jeei ajougshed mhei states Wogied rwgRate eitewrwgsesb

O weuatgReuc s.auu ip.jew of reoruexgi the NP todacv thec take the 
ia.e ”ugjewtawgais,xjeugeRe that the rwgRate:Rewsps:state dg’eweile 
denies largtaugs.b Thegw eRgdeit hatwed fow state arrawatpses gs lueawuc 
weBelted gi thegw mac of denigiy largtaugs.b

-ost iatgois uajeued as ”largtaugst, altpauuc gilupde joth rwgRate
aid state eitewrwgses( so too do .ost iatgois uajeued as ”solgaugstb, 
The rworowtgois of rwgRate Rewsps state eitewrwgses Rawc fwo. iatgoi to 
iatgoiv fwo. tg.e to tg.e mgthgi iatgoisv aid ugkemgse mgthgi scste.sb 
Thpsv the rwgRate:Rewsps:state dg’eweile gs iot a lueaw mac to serawate 
eloio.gl scste.s( gt gs meak as a denigtgoib

Aargtaugs. does iot pig–peuc gileitgRg—e rwgRate eitewrwgse egthewb 
Aargtaugs. has gts omi macs of rweReitgiy rwgRate eitewrwgses fwo. 
fow.giyb 8ow e/a.ruev mgth tcrglau rateit aid twade.awk scste.sv 
largtaugsts mho deReuor so.ethgiy iem lai fowjgd othew largtaugsts 
fwo. .akgiy the sa.e thgiy fow .aic ceawsb Ousov largtaugst lo.re:
tgtgoi dwgRes e.ruocews to loitwou the .awket aid stor othew eitew:
rwgses fwo. eitewgiy the gidpstwcb These awe macs that largtaugs. oftei 
juolks ow thmawts rwgRate eitewrwgsesb Fthew ioilargtaugst scste.s ugke:
mgse gileitgRg—e aid dgsgileitgRg—e the fow.atgoi of eitewrwgsesv joth 
rwgRate aid stateb

EwgRate rworewtc gs iot pig–pe to largtaugs. egthewb File ayagiv 
rwgRate rworewtc loe/gsts mgth state ow louueltgRe rworewtc mgthgi suaRev 
fepdauv aid othew rwodpltgoi scste.sv Wpst ugke largtaugst scste.sb Os 
mgth eitewrwgsesv the weuatgRe –paitgtges of rwgRate Rewsps ioirwgRate 
rworewtc gi ealh rwodpltgoi scste. .ac Rawc oRew tg.e aid alwoss 
rualesb 3aidv aig.ausv .alhgiesv .oiecv aid .plh euse haRe uoiy 
hgstowges as joth rwgRate aid state rworewtc gi .aic dg’eweit scste.sb
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Ollpsgiy aitg:largtaugsts of yeiewauuc orrosgiy ow ajougshgiy rwg:
Rate rworewtc gs hgstowglauuc giallpwateb DomeRewv thewe awe rougtglau 
aid gdeouoyglau yoaus gi denigiy aitg:largtaugs. gi splh tew.sb The 
allpsatgoi that solgaugs.v fow e/a.ruev gs aitg:rwgRate rworewtc slawes 
so.e reoruev mho jeugeRe that solgaugs. so.ehom thweateis thegw rwg:
Rate jeuoiygiysb Yot oiuc gs that .ostuc pitwpe jpt thewe awe e/a.rues 
gi largtaugst scste.s mhei rwgRate rworewtc gs weWeltedb The NP ueyau 
rwgilgrue of e.gieit do.agi ywaits the yoRewi.eit the wgyht to take 
rwgRate rworewtc fwo. gts omiews mgthopt thegw loiseit aid loiRewt 
gt gito state rworewtc so uoiy as ”fagw lo.reisatgoi, gs ragd fow gtb NP 
largtaugs. has thps weloyig—ed the ueygtg.alc of state rworewtc aid the 
lpwtagu.eit of rwgRate rworewtcb

9–patgiy largtaugs. mgth rwgRate rworewtc gs a .gstakeb

It Is Not Markets

Markets, too, are not unique to capitalism, nor do they 
define it. Yet many persist in referring to capitalism as 
“the market system” or the “free market.”

-awkets awe a mac of dgstwgjptgiy yoods aid sewRgles that rweleded
largtaugs. jc .aic leitpwgesb -awkets eiajue rwodplews to twaisfew 
thegw rwodplts to loisp.ews jc .eais of e/lhaiyeb Hf seuuews aid jpc:
ews lai wealh ai aywee.eit oi the tew.s of thegw e/lhaiyev rwodplts 
lhaiye haidsb

Euato aid Owgstotue mwote ajopt .awkets aid thegw solgau e’elts gi 
the fopwth leitpwc 2Ab ?aid thec joth lwgtglg—ed .awkets5b -awkets 
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oftei jeyai as srowadgl eReits ollpwwgiy at the edyes of lo..pigtges 
aid thei so.etg.es .atpwed gito weypuaw eReits giteywated gito the 
ugRes of lo..pigtges aid eitgwe weygoisb -awkets allo..odated joth 
uoiy: aid showt:dgstaile twade aid twadewsb Hi suaRe solgetgesv suaRes 
mewe oftei jopyht aid soud gi .awkets auoiysgde rwodplts of suaRe 
uajowb Hi fepdaugs.v rwodplts of sewf uajow mewe auso jopyht aid soud 
gi .awketrualesb

Eewhars to dg’eweitgate largtaugs. fwo. these eawugew .awketsv so.e 
fouks luag. largtaugs. gs ”the fwee .awket scste.v, mgth ”fwee, .eai:
giy a .awket scste. mgth .gig.au ow io optsgde ?gbebv yoRewi.eitau5 
gitewReitgoi ow weypuatgoib Hi splh ”fwee, .awketsv jpcews aid seuuews 
jawyagi piweypuated jc aic rougtglau apthowgtcb

The rwojue. gsv splh fwee .awkets e/gsted waweuc aid oiuc jwgeBcb 
-ost .awkets awe fpuu of weypuatgois g.rosed proi .awket e/lhaiyesv
pspauuc jc yoRewi.eitsb

Aoisgdew a uajow .awket mhewe jpsgiesses rac Rewc ugttue aid des:
rewate reorue .pst allert uom mayesb Gewc roow reorue haRe eRei:
tpauuc de.aided heur gi the fow. of a .awket weypuatgoi .aidatgiy 
a ueyauuc eifowled .gig.p. mayeb 8ow e/a.ruev the igieteeith: aid 
tmeitgeth:leitpwc uajow .awket fow g..gywaits mowkgiy oi faw.s gi 
the NP yaRe e.ruocews the romew to g.rose oi e.ruoced faw.mowkews 
joth amfpu loidgtgois aid uom mayesb The sprruc of desrewate g..g:
ywaits mas uawyev aid NP faw. e.ruocews mewe wpthuess gi thegw dwgRe 
fow rwontsb H..gywait mowkewsI e’owts to weypuate that .awket mewe 
defeated jc e.ruocewsI lopitew:e’owts fow a uoiy tg.ev jpt eReitp:
auucv thwopyh yweat stwpyyuev pigois ugke the Nigted 8aw. “owkews of 
O.ewgla awosev aid moi yoRewi.eit:g.rosed rwoteltgRe weypuatgoisb
Thegw spllessfpu adRolalc fow jettew mowkgiy loidgtgois aid a hgyhew
.gig.p. maye weBelts pigoisI pidewstaidgiy of .awkets as a hp.ai
giReitgoi thec twc to share to thegw ieedsb
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Aargtaugs. oile dgsruaced aw.ges of lhgud uajowews mho mewe ragd 
roowuc aid tweated jaducb 9Reitpauucv mowkews fopyht ayagist thgs rwal:
tglev aid weypuatgois jaiied lhgud uajowv thewejc gitewReigiy gi larg:
taugs.Is uajow .awketsb Pe/pau ajpse of e.ruoceesv elouoyglau da.ayesv 
delertgRe rwodpltsv aid lopituess othew faltows de.aided aid eRei:
tpauuc yot yoRewi.eit weypuatgoi of largtaugst .awketsb Niweypuated 
”fwee, .awkets awe .plh .owe a ptorgai gdeau thai ai e/gstgiy weaugtc 
alwoss the hgstowc of .awketsb

3oiy ayov Owgstotue aid Euato awyped that .awkets pidew.gie so:
lgau lohesgoixmhat me .gyht iom lauu ”lo..pigtcb, Thec ayweed gi 
thegw lwgtg–pes of .awketsv jpt thec dgsayweed oRew mhat to do ajopt 
.awketsI solgauuc pidesgwajue e’eltsb 8ow e/a.ruev .awkets faRow the 
wglhb The wglh lai .owe easguc a’owd the .eais to jelo.e wglhewb -aw:
kets thps laiv aid oftei dov mowsei the gie–paugtc of meauth a.oiy 
.e.jews of the lo..pigtcb Thatv gi tpwiv rwoRokes eiRc aid Weauopsc 
a.oiy the.b Ht auso rwoRokes the wglh to pse thegw meauth to rwotelt
that meauth jc giBpeilgiy rougtglgais aid .ass .edga gi macs the roow
laiiot .atlhb Lejatews sgile Euato aid Owgstotue haRe oftei ayweed
mgth thegw lwgtglgs.s of .awkets aid ugkemgse dgsayweed oRew mhethew to
sg.ruc jai .awket e/lhaiye ow euse to weypuate gtb ?The lhartew ”-cths
of Aargtaugs.v, uatew gi thgs jookv fpwthew detagus these haw.fpu e’elts
of .awketsb5

“hgue .awkets gi yeiewau awe iot pig–pe to largtaugs.v the .awket 
fow oie rawtglpuaw rwodplt mas so pig–pe to largtaugs. that gt has je:
lo.e denigtgoiaub That rawtglpuaw lo..odgtc gs uajow romewb Hi lar:
gtaugs.v the mowkew seuus uajow romewq the laralgtc to loitwgjpte jwagis 
aid .pslues to rwodpltgoib The mowkew omis aid seuus uajow romew 
to the largtaugst e.ruocewb The largtaugst jpcs aid thei ”loisp.es, 
that uajow romew jc lo.jgigiy the mowkew mgth toousv e–pgr.eitv aid 
wam .atewgaus to rwodple a rwodpltb The largtaugst omis aid seuus that 
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rwodpltb The uajow romew .awket gs the oiuc .awket that does iot 
tcrglauuc ollpw gi othew scste.s of rwodpltgoib -astews do iot jpc 
the uajow romew of suaRes( thec jpc the suaRes the.seuResb 3owds do 
iot jpc the uajow romew of sewfs( wathewv thec eitew gito a rewsoiau 
weuatgoishgr mgth sewfs that gilupdes sewfs mowkgiy fow uowdsb That 
rewsoiau weuatgoishgr gs iot aid does iot gilupde the jpcgiySseuugiy 
of aicoieIs uajow romewb

“hcv theiv does the loifpsedv .gstakei iotgoi that largtaugs. gs 
a .awket scste. rewsgst� The aismew uges gi ywasrgiy mhat thgs gdea 
allo.rugshes when it is believedb

Lenigiy largtaugs. gi tew.s of .awketsxhom yoods aid sewRgles 
awe distributedxtakes atteitgoi amac fwo. hom thec awe rwodpledb 
The mowud of .awkets lai je rweseited as a ruale of fagwiess aid 
e–paugtcb Hi the .awketrualev H doiIt ygRe cop so.ethgiy piuess H yet 
so.ethgiy satgsfcgiy gi wetpwib Thewefowev a .awket e/lhaiye gs a ”Rou:
pitawc, altb 9alh rewsoi gs fow.auuc e–pau aid fwee to e/lhaiye as 
thec ugkeb These kgids of fweedo. aid fagwiess lai je assolgated mgth 
.awkets aidv thpsv mgth largtaugs.b

To denie largtaugs. as the e.ruocewSe.ruocee weuatgoishgr wetpwis 
atteitgoi to rwodpltgoi wathew thai dgstwgjptgoib Hi rwodpltgoiv the 
meauth aid romew of the e.ruocew aid e.ruocee awe lueawuc pie–paub 
Fie gs wglh aid romewfpu( the othew gs iotv ow at ueast .plh uess sob 
9.ruocees do iot euelt e.ruocewsb Hi largtaugst mowkrualesv e.ruocews
wpue( thegw ualk of de.olwatgl allopitajgugtc to the .aWowgtcv the e.:
ruoceesv gs ojRgopsb HtIs faw easgew to defeid largtaugs. gi tew.s of .aw:
kets thai gi tew.s of rwodpltgoib Deilev defeidews rwefew the .awket
denigtgoiv oftei to the rogit of rwoleedgiy as gf othew denigtgois dgd
iot e/gstb

Hi thgs jookv H mguu iot wefew to largtaugs. as ”the .awket scste.v, 
”fwee .awket scste.v, ”rwgRate eitewrwgse scste.v, ow ”fwee eitewrwgse 
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scste.b, These uajeus .ac defeid aid dgstwaltv jpt thec do iot dgstgi:
ypgsh largtaugs. fwo. .aic othew scste.sb Os denigtgoisv thec fagub

Why Definitions Matter

There’s nothing innocent about a definition.

Eewhars cop haRe iot heawd of the e.ruocewSe.ruocee denigtgoi of 
largtaugs. jefoweb Hf sov that gs .ostuc jelapse largtaugs.Is defeidews 
feaw mhewe that denigtgoi ueadsb Yot spwrwgsgiyucv largtaugsts rwefew 
denigtgois that jettew shgeud thegw scste. fwo. lwgtglgs.b

FRew the uast fem leitpwgesv largtaugs.Is defeidews deReuored .aic 
stwateyges to lopitew lwgtg–pes of thegw scste.b 8ow e/a.ruev defeidews 
haRe attalhed adWeltgRes to the iopi ”largtaugs., to spyyest that aic 
rwojue.s ow ieyatgRes largtaugs. e/hgjgts weBelt so.e g.rpwgtc that 
so.ehom lowwprted ai othewmgse ”rewfelt, scste.b 9/a.rues of these 
adWeltgRes gilupde ”.oioroucv, ”lptthwoatv, ”g.rewgaugstv, ”Rputpwev, 
”lasgiov, ”lwoicv, ”wojjew jawoiv, aid othew ieyatgResb “hei larg:
taugs.Is defeidews ad.gt that splh ”jad, sowts of largtaugs. e/gstv thec 
oftei gisgst that thec awe dgstowtgoisb O ”rpwe, ow ”weau, ow ”rewfeltuc 
lo.retgtgRe, largtaugs. e/gsts aid lai je alhgeRedb Thec oftei ad:
Rolate rouglges fow yoRewi.eits to fouuom that weruale ”jad, sowts of 
largtaugs. mgth weauv rpwev lo.retgtgRe rewfeltgoib

“gth the denigtgoi of largtaugs. adRailed gi thgs jookv rwojue.s 
that awgse fwo. largtaugs. laiiot je jwpshed asgde as gf thec mewe 
lowweltajue adWeltgResb Aargtaugs.Is e.ruocewSe.ruocee lowe gs fpida:
.eitauuc aitg:de.olwatglb O tgic ywopr of reoruexe.ruocewsx.ake 
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auu the kec mowkruale delgsgois fow a uawye ywopr of reoruexe.ruoc:
eesxaid the e.ruocees haRe io sacb Thewe gs io ”n/, fow largtau:
gs. that we.oRes gts aitg:de.olwatgl –paugtges aid ueaRes  de.olwatgl 
largtaugs. jehgidb To de.olwatg—e largtaugst eitewrwgses mopud je to 
eid thegw largtaugst –paugtgesb Hi a de.olwatgl eitewrwgsev io .giowgtc 
mopud mgeud romew oRew a .aWowgtcq iot e.ruocewsv iow fepdau uowdsv 
ow suaRe .astewsb

The e.ruocews aid fais of largtaugs. leuejwate thegw scste. jc 
wereatgiy that gt alhgeRed ugjewtcv e–paugtcv sougdawgtcv aid de.olwalc 
gi solgetcb Hi rwaltglev largtaugs. iegthew alhgeRed those yoaus iow took 
wesroisgjgugtc fow fagugiy to do sob Po.e pwye ps to ”yet .oiec opt 
of opw rougtglsv, cet opw largtaugst eloio.gl scste. iot oiuc lweates 
gie–paugtc gi rwodpltgoi jpt auso thewejc eiajues e.ruocews to rwotelt 
thegw dgsrworowtgoiate meauth jc psgiy .oiec to wgy the rougtglau scs:
te. gi thegw faRowb The pide.olwatgl stwpltpwe of the e.ruocewSe.:
ruocee weuatgoishgr louoig—es opw rougtgls to sewRe largtaugs. aid to 
werwodple that scste.b

Hi largtaugs. todacv me see e.ruocews loitwouugiy aid e/ruogtgiy 
e.ruoceesv a deawth of weau de.olwalcv aid deer gie–paugtcb To those
ajue aid mguugiy to seev the sg.guawgtges aid rawauueus to fepdaugs. aid
suaRewc shopud je awwestgiyb

Apwweit dejates ajopt opw solgetcIs rwojue.s aid rwosrelts ieed 
to wefolpsb Ht gs tg.e to e/rose aid lhauueiye largtaugs.Is loweq the e.:
ruocewSe.ruocee owyaig—atgoi of eitewrwgsesv joth rwgRate aid stateb 
“e ieed to dwor the tajoo oi –pestgoigiy hom me owyaig—e the 
mowkruales mhewe .ost adputs sreid .ost of thegw ugResb “owkruale 
owyaig—atgois a’elt opw ugRes aid share opw solgetgesb O shgft amac 
fwo. oie fow. of mowkruale owyaig—atgoi aid tomawd aiothew lai 
heur souRe solgau rwojue.s aid rougtglau gie–paugtcb To that eidv me 
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ieed to lhauueiye largtaugs.Is mowkruale owyaig—atgoi aid eslare gts 
loistwagits oi opw rougtglsb

Po.e .astews twged to saRe suaRewc jc rwo.gsgiy a dg’eweitv .owe 
lo.rassgoiate suaRewcb DomeRewv suaRes aid thegw auuges eReitpauuc 
ywasred that the jasgl rwojue. mas iot mhat kgid of suaRewc e/gst:
ed( the rwojue. mas suaRewc gtseufb PuaRewc had to eidv aid dejates 
oRew gts .aic rwojue.s mewe niauuc wesouRed jc ajougshgiy the scste. 
lo.rueteucb 3gkemgsev so.e kgiys aid –peeis twged to houd to the 
.oiawlhglau scste. jc sprrowtgiy aid lwomigiy .owe rorpuaw kgiysb 
Fthew .oiawlhs auuomed rawuga.eits to ”adRgse, the.b 9Reitpauucv 
reorue io uoiyew touewated the e/lhaiye of oie kgid of .oiawlhc fow 
aiothew( thec maited .oiawlhcIs ajougtgoib Aargtaugs. iom fales that 
sa.e hgstowgl wesouptgoib 2ecoid aiothew ”wefow., of largtaugs.v gts 
ajougtgoi gs oi the ayeidab

Lenigtgois .attew .owe iom thai eRew as reorue gilweasgiyuc 
–pestgoi aid lhauueiye largtaugs.v seekgiy to .oRe jecoid gtb The
e.ruocewSe.ruocee denigtgoi of largtaugs. heurs ps pidewstaid thgs
rwodpltgoi scste.v rwerawe autewiatgResv aid rworose a twaisgtgoi to a
yeipgieuc rostlargtaugst rwodpltgoi scste.b “gth thgs denigtgoiv me
lai lueawuc pidewstaid mhc aid gi mhat mac me ieed to lhaiye the
rwodpltgoi scste. to yo jecoid largtaugs. to a jettew scste.b



Chapter Three

The Problems of 
Capitalism

A ll economic systems have problems. To change from one eco-
nomic system to another means solving key problems from 

the drst anu encowntering ne, problems in the seconuD some fore-
seen anu foreseeableD others not. ’wring the eighteenth centwryD it 
,as possible to pwblicly uiscwss anu uebate capitalism(s strengths anu 
,eaknesses ,here it ,as emerging Ssee especially the ,ritings of Auam 
Rmith anu ’aviu )icaruoI. Mn the nineteenth centwryD the uiscwssions 
anu uebates intensideu as capitalism matwreu anu spreauD ,hile also 
provoking the profownu critical response of the socialist trauitions 
Sabove all via xarHD among many othersI. qo,everD the zwality of 
uebate anu uiscwssion changeu at the enu of the nineteenth anu early 
in the t,entieth centwry. Those ,ere times ,hen socialists baseu in 
the employee class became swCciently nwmerows anu ,ell-organiWeu 
to challenge capitalist employers for control of governments. Rome-
timesD the challenges ,ere electoralD ,hile at other timesD they ,ere 
revolwtionary.
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Fnce the global strwggles of the t,entieth centwry became wnuer-
stoou as capitalism versws socialism Schie7y after the )wssian )evo-
lwtion of U—UjID pwblic uebate anu uiscwssion very often ueteriorateu 
into lopsiueu celebrations of one accompanieu by uenwnciations of 
the other. ’ebate anu uiscwssion gave ,ay to propaganua battles. 
This happeneu especially after Lorlu Lar MM ,hen the alliance of the 
GR anu the Roviet Gnion collapseu into Oolu Lar opposition. Then 
propaganua virtwally u,arfeu seriowsD carefwl uiscwssion anu uebate. 
FCciallyD the Oolu Lar enueu in U—9—D bwt the taboo on seriows 
uiscwssions of capitalism(s strengths anu ,eaknessesPanuD like,iseD 
on seriows comparisons of those ,ith socialism(s strengths anu ,eak-
nessesPliveu on. That taboo eHtenueu to a neeu to represent capital-
ism anu socialism simplisticallyD as if there ,ere no ma“or variants of 
capitalism Sthe GR version is not the same as that in TwrkeyD ”ermanyD 
ArgentinaD etc.I anu like,ise ma“or variants of socialism Sthe GRR)(s is 
not the same as that in R,euenD OhinaD NortwgalD or OwbaI. Ree fwrther 
uiscwssions of these uiEerences in my previows ,orkD YGnuerstanuing 
Rocialism.; Fne tragic reswlt of the Oolu Lar taboo is that touayD 
,hen very seriows problems confront anu threaten capitalism anu also 
socialismD most people lack the theoryD conceptsD anu facts neeueu to 
uiscwssD wnuerstanuD anu solve those problems. qau ,e hau pwblic 
uiscwssion ,ithowt mwtwally hostile taboosD ,e ,owlu be in far better 
shape to solve social problems no,. 

Lhether yow(re a critic of capitalism or one of its loyal uefenuersD 
this chapter oEers a set of basic problems in capitalism that ueserve owr 
attention no,. ?o matter yowr opinion of capitalismD this chapter ,ill 
clarify some basic isswes anu problems the system presents. This part 
of the book also aims to help yow wnuerstanu gro,ing anti-capitalist 
feelings arownu the globe as yow think anu rethink yowr o,n opinions 
abowt capitalism anu socialism.
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Le call the topics belo, problems of capitalism becawse so fe, of 
capitalism(s champions S,hether politiciansD mass meuiaD or acaue-
micsI aumit them. ?aming these problems is a kinu of meuicine to 
cwre owr eHcessive uistraction from facingD eHaminingD anu trying to 
overcome them. 4arge sections of contemporary capitalism are in crisis 
anu uecline. [Hcessive uistraction no, is especially wn,iseD wnuesir-
ableD anu uangerows.

Undemocratic

8ans of capitalism like to say it is uemocratic or that it swpports 
uemocracy. Rome have stretcheu so far as to literally ezwate capitalism 
,ith uemocracyD wsing the terms interchangeably. ?o matter ho, 
many times that is repeateuD it is simply not trwe anu never ,as. MnueeuD 
it is mwch more accwrate to say that capitalism anu uemocracy are 
opposites. To see ,hyD yow have only to look at capitalism as a prouwc-
tion system ,here employees enter into a relationship ,ith employersD 
,here a fe, people are the bossD anu most people simply ,ork uoing 
,hat they are tolu to uo. That relationship is not uemocratic: it is 
awtocratic.

Lhen yow cross the thresholu into a ,orkplace Sa factoryD an oCceD 
a storeID yow leave ,hatever uemocracy might eHist owtsiue. ]ow enter a 
,orkplace from ,hich uemocracy is eHclwueu. Are the ma“orityPthe 
employeesPmaking the uecisions that aEect their lives5 The ans,er is 
an wnambigwows no. Lhoever rwns the enterprise in a capitalist system 
So,ner0sB or boaru of uirectorsI makes all the key uecisions/ ,hat 
the enterprise prouwcesD ,hat technology it wsesD ,here prouwction 
takes placeD anu ,hat to uo ,ith enterprise prodts. The employees 
are eHclwueu from making those uecisions bwt mwst live ,ith the 
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consezwencesD ,hich aEect them ueeply. The employees mwst either 
accept the eEects of their employers( uecisions or zwit their “obs to 
,ork some,here else Smost likely organiWeu in the same wnuemocratic 
,ayI.

The employer is an awtocrat ,ithin a capitalist enterpriseD like a king 
in a monarchy. Fver the past fe, centwriesD monarchies ,ere largely 
Yoverthro,n; anu replaceu by representativeD electoral Yuemocracies.; 
3wt kings remaineu. They merely changeu their location anu their 
titles. They moveu from political positions in government to eco-
nomic positions insiue capitalist enterprises. Mnsteau of kingsD they are 
calleu bosses or o,ners or O[Fs. There they sitD atop the capitalist 
enterpriseD eHercising many king-like po,ersD wnaccowntable to those 
over ,hom they reign.

’emocracy has been kept owt of capitalist enterprise for centwries. 
xany other institwtions in societies ,here capitalist enterprises pre-
vailPgovernment agenciesD wniversities anu collegesD religionsD char-
itiesD anu morePare ezwally awtocratic. Their internal relationships 
often copy or mirror the employer6employee relationship insiue cap-
italist enterprises. Those institwtions try thereby to Yfwnction in a 
bwsinesslike manner.;

The anti-uemocratic organiWation of capitalist drms also conveys 
to employees that their inpwt is not genwinely ,elcomeu or sowght 
by their bosses. [mployees thws mostly resign themselves to their 
po,erless position relative to the O[F at their ,orkplace. They also 
eHpect the same in their relationships ,ith political leauersD the O[Fs( 
cownterparts in government. Their inability to participate in rwnning 
their ,orkplaces trains citiWens to preswme anu accept the same in 
relation to rwnning their resiuential commwnities. [mployers become 
top political oCcials Sanu vice versaI in part becawse they are wseu 
to being Yin charge.; Nolitical parties anu government bwreawcracies 



G?’[)RTA?’M?” OANMTA4MRx  JU

mirror capitalist enterprises by being rwn awtocratically ,hile con-
stantly uescribing themselves as uemocratic.

xost auwlts eHperience ,orking at least eight howrs for dve or more 
uays per ,eek in capitalist ,orkplacesD wnuer the po,er anu awthority 
of their employer. The wnuemocratic reality of the capitalist ,ork-
place leaves its compleHD mwltilayereu impacts on all ,ho collaborate 
thereD part time anu fwll time. Oapitalism(s problem ,ith uemocra-
cyPthat the t,o basically contrauict one anotherPshapes many peo-
ple(s lives. [lon xwskD ZeE 3eWosD anu the Lalton family SLalmart(s 
fownuersID along ,ith a hanufwl of other ma“or shareholuersD ueciue 
ho, to spenu hwnureus of billions. The uecisions of a fe, hwnureu 
billionaires bring economic uevelopmentD inuwstriesD anu enterprises 
to some regions anu leau to the economic uecline of other regions. 
The many billions of people aEecteu by those spenuing uecisions are 
eHclwueu from participatiing in making them. Those cowntless people 
lack the economic anu social po,er ,ielueu by a tinyD wnelecteuD ob-
scenely ,ealthy minority of people. That is the opposite of uemocracy.

[mployers as a classD often leu by ma“or shareholuers anu the O[Fs 
they enrichD also wse their ,ealth to bwy Sthey ,owlu prefer to say 
Yuonate; toI political partiesD canuiuatesD anu campaigns. The rich 
have al,ays wnuerstoou that wniversal or even ,iuespreau swErage 
risks a non,ealthy ma“ority voting to wnuo society(s ,ealth inezwality. 
RoD the rich seek control of eHisting forms of uemocracy to make swre 
they uo not become a real uemocracy in the sense of enabling the 
employee ma“ority to owtvote the employer minority.

The enormows swrplwses appropriateu by Ybig bwsiness; employ-
ersPwswally corporationsPallo, them to re,aru their wpper-level 
eHecwtives lavishly. These eHecwtivesD technically also YemployeesD; wse 
corporate ,ealth anu po,er to in7wence politics. Their goals are to 
reprouwce the capitalist system anu thws the favors anu re,arus it gives 
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them. Oapitalists anu their top employees make the political system 
uepenu on their money more than it uepenus on the people(s votes.

qo, uoes capitalism make the ma“or political parties anu canui-
uates uepenuent on uonations from employers anu the rich5 Noliti-
cians neeu vast swms of money to ,in by uominating the meuia as 
part of costly campaigns. They dnu ,illing uonors by swpporting 
policies that benedt capitalism as a ,holeD or else particwlar inuwstriesD 
regionsD anu enterprises. RometimesD the uonors dnu the politicians. 
[mployers hire lobbyistsPpeople ,ho ,ork fwll timeD all year rownuD 
to in7wence the canuiuates that get electeu. [mployers fwnu Ythink 
tanks; to prouwce anu spreau reports on every cwrrent social isswe. 
The pwrpose of those reports is to bwilu general swpport for ,hat 
the fwnuers ,ant. Mn these anu more ,aysD employers anu those they 
enrich shape the political system to ,ork for them.

xost employees have no comparable ,ealth or po,er. To eHert real 
political po,er rezwires massive organiWation to activateD combineD 
anu mobiliWe employees so their nwmbers can auu wp to real strength. 
That happens rarely anu ,ith great uiCcwlty. xoreoverD in the GRD 
the political system has been shapeu over the uecaues to leave only t,o 
ma“or parties. Both of them loudly and proudly endorse and support 
capitalism. They collaborate to make it very uiCcwlt for SUI any thiru 
party to gain a footholuD anu SVI for any anti-capitalist political party 
to emerge. The GR enulessly repeats its commitment to maHimwm 
freeuom of choice for its citiWensD bwt it eHclwues political parties from 
that commitment.

’emocracy is abowt Yone personD one vote;Pthe notion that ,e 
all have an ezwal say in the uecisions that aEect ws. That is not ,hat 
,e have no,. ”oing into a voting booth once or t,ice a year anu 
picking a canuiuate is a very uiEerent level of in7wence than that of 
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the )ockefeller family or ”eorge Roros. Lhen they ,ant to in7wence 
peopleD they wse their money. That(s not uemocracy.

Mn capitalismD uemocracy is wnacceptable becawse it threatens the 
wnezwally uistribwteu ,ealth of the minority ,ith a ma“ority vote. 
Lith or ,ithowt formal institwtions of uemocracy Sswch as elections 
,ith wniversal swErageID capitalism wnuermines genwine uemocracy 
becawse employers control prouwctionD swrplws valweD anu that swrplws 
valwe(s uistribwtions. 8or capitalism(s leauersD uemocracy is ,hat they 
sayD not ,hat they uo.

Unequal

As the 8rench economist Thomas Niketty most recently eHposeuD 
capitalismD across time anu spaceD has al,ays tenueu to prouwce 
ever-greater economic inezwality Ssee his book Capital in the Twen-
ty-First CenturyD OambriugeD xA/ qarvaru Gniversity NressD V2U1I. 
FHfamD a global charityD recently reporteu touay(s ten richest men 
together have siH times more ,ealth than the poorest K.U billion people 
on earth. The lack of uemocracy insiue ,orkplaces or enterprises is 
both a cawse anu an eEect of capitalism(s wnezwal uistribwtion of 
income anu ,ealth.

Ff cowrseD inezwality preuates capitalism. No,erfwl fewual lorus 
across [wrope hau blenueu awtocracy ,ith wnezwal uistribwtions of 
,ealth on their manorial estates. Mn factD the largest anu most po,erfwl 
among the lorusPthe one nameu kingP,as wswally also the richest. 
Althowgh revolts against monarchy eventwally retireu most kings anu 
zweens Sone ,ay or anotherID similarly rich uictators reemergeu in-
siue capitalist enterprises as ma“or shareholuers anu O[Fs. ?o,auaysD 
their palaces imitate the granuewr of kings( castles. The fortwnes of 
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kings anu top O[Fs are similarly eHtreme anu attract the same kinu of 
envyD auwlationD anu reverence. They also ura, the same criticism. Mn-
ezwalities that markeu the economyD politicsD anu cwltwre of [wropean 
fewualism reappeareu in capitalism uespite the intentions of many 
,ho revolteu against fewualism. The problem/ the employer6employee 
relationship is far less a break from the master6slave anu loru6serf 
relations of prouwction than capitalism(s champions hau hopeu forD 
asswmeuD anu promiseu to secwre mass swpport for their revolwtions 
against slavery anu fewualism.

The employer6employee relationship that uednes capitalism has 
createu staggering inezwality by allo,ing the employer fwll control 
over prouwction(s swrplws. Mn the pastD inezwality provokeu references 
to rich capitalistsD variowslyD as Yrobber barons; or as Ycaptains of 
inuwstry; Suepenuing on the pwblic(s feelings abowt themI. TouayD 
anu in this bookD they(re referreu to as Ythe rich; or sometimes Ythe 
swperrich.;

Ms it trwe that everyone is free in a capitalist system5 The ans,er 
uepenus on ,hat is meant by Yfree.; Oompare the freeuom of [lon 
xwskD ZeE 3eWosD or other rich capitalists ,ith yowr freeuom. Oapi-
talism uistribwtes some income to yow anu some to xwskD 3eWosD anu 
the other rich capitalists. qo,everD to say that capitalism makes each 
of yow free ignores the reality that capitalism(s wnezwal uistribwtion of 
,ealth makes yow wnfree relative to xwskD 3eWosD anu the other rich 
capitalists.

8reeuom ,as never only abowt keeping the government from 
bothering yow: it ,as al,ays also abowt being able to actD chooseD anu 
make a life. To call ws all freeD to wse the same ,oru for everyoneD erases 
the very real uiEerences in owr access to resowrcesD opportwnitiesD anu 
choices neeueu for life. xwsk is free to en“oy lifeD going ,herever he 
likes anu uoing almost anything yow cowlu imagine. qe may ,ork bwt 
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neeu not. The dnancial cost of anything he might ,ant or neeu is 
totally irrelevant for him. The over,helming ma“ority of Americans 
have nothing remotely like swch freeuom. To say that in capitalismD 
all are freeD like xr. 3eWos is nonsense. qis freeuom uepenus on the 
resowrces at his uisposal. ]ow lack the freeuom to wnuertake all sorts of 
actions anu choices becawse those resowrces are not at yowr uisposal.

The freeuom of the rich is not “wst uiEerent: their freeuom negates 
the freeuom of others. Gnezwal income anu ,ealth al,ays provoke 
anHiety among the rich. They fear the envy their ,ealth eHcites anu 
invites. To protect their positions as systemically privilegeu recipients 
of income anuD thwsD accwmwlators of ,ealthD the rich seek to control 
both political anu cwltwral institwtions. Their goal is to shape politics 
anu cwltwreD to make them celebrate anu “wstify income anu ,ealth 
inezwalitiesD not to challenge them. qaving alreauy uiscwsseu politicsD 
,e twrn no, to ho, the rich shape cwltwre to their benedt.

Gnezwal access to cwltwre is a featwre of capitalism. Owltwre con-
cerns ho, people think abowt all aspects of lifePho, ,e learnD makeD 
anu commwnicate meanings abowt the ,orlu. Fwr cwltwre shapes 
,hat ,e dnu acceptableD ,hat ,e en“oyD anu ,hat ,e come to ueciue 
neeus changing. Mn [wropean fewualismD access to cwltwre for most 
serfs ,as shapeu chie7y by ,hat the chwrch tawght. Mn twrnD the chwrch 
carefwlly strwctwreu its interpretation of the 3ible anu other teHts 
to reinforce fewual rwles anu trauitions. 4orus anu serfs fwnueu the 
chwrch to complete the system. Mn mouern capitalismD secwlar pwblic 
schools wnuertake formal euwcation alongsiue or insteau of chwrches 
anu other private schools. Mn touay(s ,orluD school euwcation cele-
brates anu reinforces capitalism. Mn twrnD the state taHes employers 
anu mostly employees to fwnu pwblic schools anu swbsiuiWes private 
schools S,hich also charge stwuentsI.
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Lriters like qo,aru –inn anu 4eo qwberman have penneu histo-
ries of the GR sho,ing that mwch of ,hat stanuaru school GR history 
teHtbooks lackeu ,ere accownts of the many class strwggles against 
capitalism. MnsteauD rags-to-riches stories abowt people like qoratio 
Alger ,ere popwlariWeu. [Haminations of the roots of revolt anu re-
bellion against lo, ,agesD bau ,orking conuitionsD anu all manner of 
haruship imposeu on the ,orkers of AmericaD ho,everD ,ere not.

Mn capitalismD mainstream meuia sowrces are themselves mostly or-
ganiWeu as capitalist enterprises. They uepenu onD wnuerstanuD anu 
swpport prodt maHimiWation as the uriving force of their enterpris-
es. Their O[Fs can anu uo make all sorts of uednitive uecisions 
abowt ,hat is aireuD ho, events are interpreteuD ,hose careers blos-
somD anu ,hose enu. O[Fs hire anu dreD promote anu uemote. Fn 
mainstream rauioD T‘D anu dlmD ,e almost never see eHciting uramas 
abowt anti-capitalist revolwtionaries ,ho ,in the uay by swccessfwlly 
perswauing employees to “oin them. )ags-to-capitalist-riches uramas 
areD in comparisonD rowtine storylines in cowntless mainstream meuia 
prouwctions.

Mn capitalismD cwltwre is constraineu to reinforce that system. [ven 
inuiviuwals ,ho privately criticiWe capitalism learn early in their careers 
to keep swch criticisms private. NeriouicallyD iueological battles can anu 
uo break owt. Mf anu ,hen they coalesce ,ith anti-capitalist wpswrges 
else,here in societyD cwltwral criticism of capitalism has beenD anu can 
again beD a po,erfwl revolwtionary force for systemic change. That 
is ,hy uefenuers of the capitalist system instinctwally anu ceaselessly 
shape politicsD economicsD anu cwltwre to reinforce it.

Oapitalism has often wnuermineu uemocracy anu ezwalityD becawse 
uoing so has reinforceu anu actwally strengtheneu the capitalist or-
ganiWation of the economy. As an eHample of capitalism(s corrwption 
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of uemocracy anu ezwalityD ,e consiuer the miu-American to,n of 
XalamaWooD xichigan.

As in so many other GR citiesD XalamaWoo(s corporations anu its 
rich have wseu their ,ealth anu po,er to become richer anu more 
po,erfwl. 3y uonating to politiciansD threatening to take their bwsi-
nesses else,hereD anu hiring better la,yers than the city cowlu aEoruD 
the rich reuwceu the amownt of taHes they neeueu to pay to the local 
government. The rich fwnueu costlyD broauly targeteu anti-taH cam-
paigns that fownu a receptive awuience among the alreauy-overtaHeu 
average citiWens. Fnce uepriveu of the taH revenwe from the richD local 
politicians either SUI shifteu more of the taH bwruen onto average 
citiWensD SVI cwt pwblic services in the short rwnD anu6or SKI borro,eu 
money anu thereby riskeu having to cwt pwblic services in the longer 
rwn to service city uebts. Among those they borro,eu from ,ere 
sometimes the same corporations anu the rich ,hose taHes hau been 
reuwceu after they fwnueu swccessfwl anti-taH campaigns.

[ventwallyD the city sa, an accwmwlation of resiuent complaints 
abowt steauily cwt pwblic services Swncollecteu garbageD neglecteu 
streetsD ueteriorateu schoolsD etc.ID alongsiue rising taHes anu govern-
ment fees. This litany is familiar in many GR cities. [ventwallyD wp-
per-anu miuule- income resiuents starteu to leave. That ,orseneu the 
eHisting set of problemsD so even more people left. ThenD t,o of Xala-
maWoo(s ,ealthiest anu most po,erfwl capitalistsPLilliam Narfet anu 
Lilliam ZohnstonPuevelopeu a solwtion they promoteu to Ysave owr 
city.;

Narfet anu Zohnston establisheu the Y8ownuation for [Hcellence in 
XalamaWoo.; They contribwteuD accoruing to reportsD over �VJ million 
annwally to it. Rince swch fownuations wswally zwalify for taH-eHempt 
statws at feueralD stateD anu local levels of governmentD the t,o gentle-
men(s contribwtions lo,ereu their personal taH bills. xore important-
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lyD the t,o cowlu ,ielu owtsiWe local political in7wence. They ,owlu 
have mwch to say abowt ho, mwch their fownuation fwnueu ,hich 
pwblic services in XalamaWoo. Mn this cityD the olu uemocratic notion 
of everyone paying taHes to share in fwnuing the pwblic ,ell-being 
,as replaceu by private charity. NwblicD reasonably transparent ac-
cowntability ,as replaceu by the less transparentD mwrkier fownuation 
activities. Nwblic accowntability faueu as the private ,hims of private 
fownuations took over.

Lhat wseu to be calleu a Ycompany to,n; S,hen a ma“or employer 
swbstitwteu its rwle for any uemocratic to,n rwleI often amownteuD in 
the ,orus of N3RD to Yslavery by another name.; Mn their mouern formD 
they appear as Yfownuation cities.; Flu company to,ns ,ere re“ecteu 
nearly every,here across GR history. 3wtD as the XalamaWoo eHample 
sho,sD they have retwrneu ,ith names changeu.

Lhile capitalism(s general tenuency is to,aru ever-greater inezwal-
ityD occasional reuistribwtions of ,ealth have happeneu. These mo-
ments have come to be calleu Yreforms; anu inclwue progressive taHa-
tion of income anu ,ealthD ,elfare entitlementsD anu minimwm ,age 
legislation. )euistribwtive reforms wswally occwr ,hen miuule-income 
anu poor people stop tolerating ueepening inezwality. The biggest anu 
most important eHample in GR history ,as the ”reat ’epression of 
the U—K2s. The ?e, ’eal policies of the feueral government then 
urastically reuwceu the inezwality of ,ealth anu income uistribwtion. 
]et employers anu the rich have never ceaseu their opposition to ne, 
reuistribwtions anu their eEorts to wnuo olu ones. GR politicians learn 
early in their careers ,hat reswlts ,hen they auvocate for reuistribwtive 
reforms/ an avalanche of criticism cowpleu ,ith shifts of uonors to 
their political opponents. ThwsD in the GRD after the enu of Lorlu 
Lar MM in U—1JD the employer class changeu the policies of the feueral 



G?’[)RTA?’M?” OANMTA4MRx  J—

government. Fver the past eighty yearsD most of ,hat the ?e, ’eal 
,on ,as wnuone.

Oorporations anu the rich hire accowntants skilleu in hiuing money 
in foreign anu uomestic places that evaue reporting to the GR Mnternal 
)evenwe Rervice. Oalleu YtaH havensD; those hiuing places keep fwnus 
that remain wntowcheu by taH collectors. Mn V2UKD FHfam pwblisheu 
dnuings that the trillions stasheu a,ay in taH havens cowlu enu eHtreme 
,orlu povertyPt,ice over. ]et since the revelation of this shocking 
statisticD the inezwality of ,ealth anu income has become more eH-
treme in nearly every nation on earth. TaH havens persist.

Oon7icts over incomeD ,ealth uistribwtionD anu its reuistribwtion 
are thws intrinsic to capitalism anu al,ays have been. Fccasionally 
they become violent anu socially uisrwptive. They may trigger ue-
manus for system change. They may fwnction as catalysts for revolw-
tions.

?o Ysolwtion; to strwggles over income anu ,ealth reuistribwtion 
in capitalism ,as ever fownu. The reason for that is a system that 
increasingly enriches a small growp. The logical responsePpropos-
ing that income anu ,ealth be uistribwteu more ezwally in the drst 
placeP,as wswally taboo. Mt ,as thws largely ignoreu. The 8rench rev-
olwtionaries of Uj9—D ,ho promiseu YlibertyD ezwalityD anu fraternity; 
,ith the transition from fewualism to capitalismD faileu. They got that 
transitionD bwt not ezwality. xarH eHplaineu the failwre to achieve the 
promiseu ezwality reswlteu from capitalism(s core strwctwre of em-
ployer anu employee preventing ezwality. Mn xarH(s vie,D inezwality 
is inseparable from capitalism anu ,ill persist wntil the transition to 
another system.
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Unstable

Throwghowt its historyD capitalism has been remarkably wnstable. As 
the ?ational 3wreaw of [conomic )esearch fownuD every fowr to seven 
years on averageD capitalism crashes. Alternative terms for Ycrash; in-
clwue YrecessionD; YuepressionD; Ycyclical uo,ntwrnD; YcrisisD; Ybwb-
ble bwrstD; anu more. RometimesD these swuuen uo,ntwrns in pro-
uwctive activityD employmentD anu investment are short anu shallo,. 
RometimesD they last many years anu hwrt the economy bauly. Three 
of the ,orst ,ere the  ”reat ’epression of the U—K2sD the so-calleu 
”reat )ecession of �22���22—D anu the �2�2 crash aggravateu by the 
OF‘M’-U— panuemic.

Oapitalism(s instability uisrwpts millions of howseholusD relation-
shipsD careersD euwcationsD anu ureams. The uo,ntwrns cwt the taH 
revenwes that enable all levels of government to fwnctionPanu “wst 
,hen government help is most wrgently neeueu. Oapitalist crashes 
cawse normal maintenance of homesD carsD ,orkplacesD anu pwblic 
infrastrwctwre to be neglecteu or postponeu. Gnemployeu ,orkers wse 
wp savings. )ates of alcoholismD uivorceD anu abwse of family members 
risePas uo physical anu mental health problems in general. Oapi-
talism(s instability incwrs hwge social costs. The scars on lives left by 
capitalism(s constant cyclical uo,ntwrns rwn ueep.

Oapitalism(s fan clwbs often blame its instability on Yowtsiue; 
forces/ natwral uisasters swch as 7oousD urowghtsD viral panuemicsD 
or government policiesD inclwuing ,ars. The system(s fans also often 
“wstify crashes as the ,ay capitalism ,eeus owt ineEectiveD ineCcient 
prouwcers from the other,ise healthy anu thriving mass of capitalist 
enterprises. Nolitical economist Zoseph Rchwmpeter famowsly aumit-
teu that capitalism regwlarly uestroyeu “obsD inventoriesD anu ,hole 
bwsinessesD bwt he characteriWeu those capitalist crashes as moments of 
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Ycreative uestrwction.; They establisheu the conuitions necessary for 
the neHt wps,ing of capitalist prouwction anu gro,th.

8or most of capitalism(s historyD crashes ,ere ,iuely accepteu as al-
most Ynatwral; cycles. Oapitalists consoleu themselves as Rchwmpeter/ 
uiu by focwsing on the light they perceiveu at the enu of the twnnel of 
wnemployment anu bankrwptcies. [ventwallyD they realiWeuD the wn-
employeu become swCciently uesperate to take “obs that oEereu lo,er 
,ages than they other,ise ,owlu have accepteu. 3ankrwpt employers 
lo,er their prices far enowgh to secwre bwyers in uepresseu markets. 
4anulorus lo,er rents to factoryD oCceD anu store tenants. 4a,yers anu 
accowntants lo,er their fees. As all these costs of uoing bwsiness thws 
ueclineD eventually they fall far enowgh to make prouwction prodtable 
again. 8alling ,ages anu prices may incentiviWe rene,eu investment 
in prouwction. The economic uo,ntwrn can thws twrn itself into an 
wptwrn.

The real problem lay ,ith eventually:ho, long ,owlu it take each 
time for a uo,ntwrn to prouwce an wptwrn5 qo, long ,owlu the 
employee class tolerate that wnemployment5 Lhere ,owlu the re-
swltant swEeringD frwstrationD anu ,aiting move that class politically5 
[conomic uepressions cowlu leau the victims of capitalism(s crashes 
to make common cawse ,ith the system(s critics. 3y the nineteenth 
centwryD as labor wnionsD social movementsD anu socialist parties gre,D 
their alliances poseu seriows political risks to the employer class.

Team capitalism wswally splits over ho, best to manage system 
instability. Fne siue feels conduent that employees ,ill be uisciplineu 
by periouic crashes. 8earing Yharu times; anu the uamage they in7ictD 
employees ,ill be vwlnerable to claims that Y,e all mwst go throwgh 
haru times togetherD making some sacridces.; Oorporate anu political 
leauers ,ill blame eHternal events bwt never the capitalist system itself. 
Rwch eHternal events cowlu be ,arsD bau government policies6politi-
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ciansD or natwral events like urowghtsD stormsD anu panuemics. The 
crwcial point ,as that the crash ,as never the employers( fawlt: they 
,ere representeu as victims alongsiue employees.

Oapitalism(s auvocates wswally ,ant to keep the government from 
any uirect intervention in the core relationship of employer to em-
ployee. 8or themD capitalism(s instability mwst not open the uoor to 
swch interventions. They fear that employees might then consiuer 
wsing state po,er to reuwce inezwality or even proceeu to abolish that 
core relationship in favor of another.

Oapitalism(s uefenuers repeateuly reuiscover the YlaisseW-faire; in-
stinct. [arly capitalists hau a very strong bias against the state as an 
eHistential threat becawse capitalism ,as born owt ofD anu against the 
repressive hostility ofD the absolwte monarchies of late fewual [wrope. 
They ,anteu the state to leave capitalists anu the capitalist system 
alone Slaissez-faire rowghly translates as Ylet it be;I. Those early pre“w-
uices against the state reappear in later protests against wn,anteu gov-
ernment interference in the Yprivate market anu economy.; 8or themD 
the appropriate response to economic crises is an insistence that state 
intervention is wnnecessary anu only makes economic matters ,orse. 
The mouern proponents of this approach inclwueD among many oth-
ersD 8rieurich qayekD 4wu,ig von xisesD anu xilton 8rieuman.

qo,everD the other siue among employers anu uefenuers of capi-
talism fears that capitalist crashes may cwt ueeply anu last long enowgh 
to provoke a twrn of the employee class to,aru socialism. They argwe 
that capitalism(s uo,ntwrns can anu showlu be mitigateu anu that the 
government is the necessary agent to accomplish that. ThwsD in the 
miust of the ”reat ’epression of the U—K2sD an [nglish economistD 
Zohn xaynaru XeynesD sho,eu ho, to iuentify emerging crisesD wn-
uerstanu their cawses anu ,orkingsD anu shape government interven-
tions that cowlu preventD mouerateD or shorten economic uo,ntwrns. 
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Mn Xeynes( vie,D the key government interventions ,ere of t,o kinus. 
The drst focwseu on the monetary system/ monetary policies shapeu 
the zwantity of money in circwlationD the terms on ,hich money ,as 
borro,eu anu lentD the interest rate. The seconu focwseu on the gov-
ernment(s bwugetD wsing its taHing anu spenuing activities as a means to 
preventD mouerateD or shorten economic uo,ntwrns. Y8iscal policies; 
referreu to those government taHation anu spenuing actions aimeu at 
capitalism(s instability problem.

Fver the last centwryD capitalist economies have repeateuly strwg-
gleu throwgh cyclical crises. Their leauers anu economic auvisors have 
uebateu anu then applieu ,hat came to be calleu either YlaisseW-faire; 
or YXeynesian; policies. Rome have trieu combinations of the t,o. 
Those ,ho hopeu that swch policies might enu capitalism(s insta-
bility ,ere uisappointeu. That instability persists. The crashes of 
��������� anu ��������� proveu that. MnueeuD those last t,o nwm-
ber among the ,orst in capitalism(s history.

3eyonu thatD the swpporters of Xeynesianism insist that the appli-
cation of their policies hasD at least sometimesD renuereu uo,ntwrns 
shallo,er anu shorter than they ,owlu have been ,ithowt those poli-
cies. Nroponents of laisseW-faire make similar claims abowt times ,hen 
governments uiu little or nothing in the face of cyclical uo,ntwrns. As 
these t,o siues uebateD the cyclical uo,ntwrns continwe to appear anu 
scar the lives of millions arownu the globe. Mn trying merely to Yman-
age; these recessionsD the economics profession uistracts itself anu its 
awuiences from ,restling ,ith the mwch larger isswe. Rince instability 
has sho,n itself to be systemicD system changes are among the logical 
solwtions that owght to be consiuereuD uiscwsseuD anu uebateu.

8or the last fe, yearsD reliance on Xeynesian policies has increaseu 
,ith the siWe of economies anu their crashes. Fne in particwlarPma-
nipwlation of the zwantity of money in circwlationPbecame more 
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important partly becawse the spreau of mouern monetary theory 
SxxTI reuwceu hesitancy to wse this policy Seven by the establish-
ment that mostly re“ecteu mwch of that theoryI. qwge dscal uedcits 
,ere repeateuly monetiWeu as central banks printeu money Sor createu 
it electronicallyI to bwy government uebt as fast as it ,as createu. 
”overnment uebt thws mwshroomeu by trillions of uollars annwally. 
At the same timeD capitalist uo,ntwrns starting in V222 provokeu the 
application of the Xeynesian monetary policy of uropping interest 
rates to recoru lo,sD at or even sometimes belo, 2 percent annwally. 
The reswlts of capitalism(s instability thws inclwue hwgeD historically 
wnpreceuenteu levels of government uebt bwt alsoD in part becawse of 
eHtremely lo, interest ratesD massive rwn-wps in corporate anu howse-
holu uebt.

Mn V222D the GR national uebtPthe feueral government(s uebt ac-
cwmwlateu across GR historyPstoou at ��.� trillionD or �� percent 
of GR ”’N that year. �y V2VVD the national uebt hau risen to �K2 
trillionD or UK2 percent of ”’N that year. That stwnning increase in 
government inuebteuness benedteu creuitors that inclwueu GR anu 
foreign government agenciesD large corporationsD anu SmostlyI ,ealthy 
inuiviuwals. Lhat those corporations anu inuiviuwals save from lo, 
taHesD they twrn arownu anu lenu to the government.

GR inuebteuness to foreign creuitors makes it the ,orlu(s single 
largest uebtor nation. Lhen interest rates rise Sas market phenome-
na anu6or anti-in7ationary policy toolsID servicing the national uebt 
becomes increasingly costly for the government. )ising government 
uebt levels anu rising uebt-servicing costs are ma“or urags on the feueral 
bwuget. Those urags are yet more costs of capitalism(s instability.

IInnssttaabbiilliittyy  aanndd  ddeebbtt  iinn  UUSS  hhiissttoorryy
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8or the rowghly UJ2 years before the U—j2sD the ,hite American 
,orking class hau eHperienceu uecaue after uecaue of rising real ,ages. 
Nrices also ,ent wp in that timeD bwt ,ages rose even more. )ising 
labor prouwctivity maue that possible becawse it also uelivereu ris-
ing prodts to capitalists. 3ecawse ,orking-class families cowlu aEoru 
steauily rising conswmptionD the periou of the U9V2s to the U—j2s 
proviueu most GR ,orkers the best-rising stanuaru of living among all 
capitalist economies. They came to believe that they liveu in a wnizwely 
charmeu cowntry. 8or the religiowsD it ,as proof ”ou favoreu the 
Gniteu Rtates. 8or othersD it ,as proof that capitalism ,as the Ybest; 
economic system. Oelebrations of American eHceptionalism blwnteu 
the appeals of socialism anu other criticisms of capitalism.

The long periou of rising real ,ages stoppeu in the U—j2s. The 
GR ,orking class ,as stwnneuD perhaps even trawmatiWeu. 3wt by 
that timeD socialist movements anu impwlses in the GR hau largely 
been uestroyeu by xcOarthyism anu the Oolu Lar. Lorking-class 
families ,ere left ,ithowt eHplanations or criticisms of ho, anu ,hy 
GR capitalism stoppeu raising real ,ages. Those families thws blameu 
themselves rather than a system that hau ceaseu ,orking for them. 
They strwggleu all the more to maintain conswmption levelsPthe siWe 
of the howseD the nwmber of carsD anu the vast array of conswmer 
goousPuespite stagnant real ,ages.

To that enuD more members of ,orking-class families entereu the 
paiu ,orkforce/ primarily ,omenD anu seconuarily the eluerly anu 
teenagers. 8amily members ,ho ,ere alreauy employeu took on more 
howrs of ,ork or a seconu or thiru “ob. American ,orking-class fami-
lies also wseu wp savings anu violateu olu trauitions of thrift anu saving 
money. Nresseu also by enormows promotion from the banksD they 
showluereu rising uebt.
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The banks ha,keu Yconswmer services; consisting of creuit carus 
anu uirect loansD prodtably mining the ,orking-class uesire for Ythe 
American uream; of a steauily rising stanuaru of living. Rince their real 
,ages hau stoppeu risingD they hau to borro, to realiWe that uream. 
Fnce againD capitalism fownu ne, ,ays to prodt anu olu ,ays not 
to grasp their costs/ hwge ne, howseholu uebt levels risking bigger 
crashesD costly bailowtsD anu so on. That is ho, capitalism ,orks. Le 
are living throwgh the realiWation of those risks no,.

Mn this ne, economic conteHtD ,hen prodteering lenuers increas-
ingly pwsheu mortgages Sloans for pwrchasing a homeI onto lo,-in-
come SYswbprime;I people in the years before V229D they set the stage 
for yet another capitalist crash. Mt arriveu ,hen ueteriorating economic 
conuitions wnuermineu many people(s ability to make the monthly 
payments on their mortgage uebt. Nrodteering mortgage lenuers lost 
revenwesD so theyD in twrnD uefawlteu to the banks anu others from 
,hom they hau borro,eu. Mnvestors ,ho specwlateu in secwrities 
backeu by mortgage loans sa, their valwes collapse. ’efawlts spreau 
across the entire creuit systemD ,recking the dnancial positions of 
borro,ers anu lenuers alike. xany dnancial instrwments Sespecially 
creuit uefawlt s,apsI hau been createu on the basisD wltimatelyD of 
wnuerlying mortgages. The ramifying uefawlt triggereu dnancial panic 
anu a ma“or crash ,e(ve come to call Ythe ”reat )ecession; or Ythe 
dnancial meltuo,n.;

3esiues the mortgage crisis in V229D ,e(ve hau t,o other uo,ntwrns 
in the last t,enty years/ the uot-com in V222 anu the OF‘M’-U— in 
V2V2. Mn each of those crisesD the uesperate anHiety of the government 
,as that the dnancial panic ,owlu ueepen into a general economic 
uo,ntwrn. Mn each caseD the government uirecteu the Gniteu Rtates 
central bankD the 8eueral )eserveD to cwt interest rates nearly to Wero. 
That maue money eHtremely cheap to borro,. The 8eueral )eserve 
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lent it to the banksD anu the banks lent it to the corporations. This ,as 
swpposeu to stimwlate borro,ing anu 7oou the economy ,ith cheap 
money. The 8eu hopeu that bwsinesses ,owlu borro, anu prouwce 
more by hiring more. That ,owlu then preventD or at least reuwceD 
the risk of a general collapse. Mn any caseD after V222D the total uebt of 
nondnancial corporations soareu to recoru levels.

Lhat happens if prolongeu economic crises occwr anu make it 
uiCcwlt for corporations to pay back loans5 TypicallyD they dre people. 
The money no longer neeueu for ,ages of dreu ,orkers becomes 
available insteau to pay oE uebts.

Rwch trageuies uo not occwr becawse capitalists are crwel bwt be-
cawse the system ,orks that ,ay. Oapitalism gives a tiny growp of 
peoplePemployersPthe means anu the prodt incentive to szweeWe 
,orkers( ,agesD get them into uebtD anu then penaliWe or bankrwpt 
them ,hen they cannot pay oE the uebt. Oapitalism thws ,iuens the 
inezwality of ,ealth anu incomeD reuistribwting them from those ,ho 
can aEoru it least to those ,ho alreauy have it. ?o ,onuer capitalism(s 
critics vie, swch a system as wn“wst.

Another element of corporate uebt uemonstrates capitalism(s wn-
stable natwre. –ombie corporations are capitalist enterprises ,hose 
prodts are not enowgh to pay the interest on their uebt. TechnicallyD 
swch bwsinesses are bankrwptPthey cannot cover their obligations. To 
avoiu collapseD Wombie corporations borro, more moneyD wsing it to 
pay oE the interest on their oluer uebts. Ff cowrseD then they(ll be in 
even ueeper trowble becawse they no, have even more interest to pay 
on the eHtra borro,ing.

?early one owt of dve capitalist corporations in America is in Wom-
bie territory. Lhy uiu this happenD anu ,hat uoes it mean5 This takes 
ws back to the 8eueral )eserve. Mt has so far responueu to the crises 
of the t,enty-drst centwry by making money available at close to Wero 
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interest rates for many years. Oorporations thws fownu that borro,ing 
nearly costless money ,as often the cheapestD easiestD anu zwickest 
,ay of uealing ,ith bwsiness problems. Alternative solwtions Sswch as 
changing their prouwct miH or their technologyD retraining ,orkersD 
relocating prouwctionD etc.I ,ere less attractive.

TeHtbook capitalism is not swpposeu to ,ork this ,ay. Mf a company 
cannot cover its eHpensesD that company(s eHistence showlu be zwes-
tioneu. Oapital showlu move to another company that is prodtable or 
at least less of a Wombie. 3wt if a stagnant company can easily borro, 
to cover its costsD its continwance slo,s uo,n the larger economy(s 
gro,th. Mf Wombies( uebts become enormows relative to their wnuerly-
ing bwsinessesD their creuitors may balk at fwrther loans. Oreuitors fear 
that Wombies might ueclare bankrwptcy anu never repay accwmwlateu 
loans. ?o creuitor ,ants to be stwng like that. Rome may pwll back 
early to avoiu the risk of being late. 3ankrwptcies uwmp cascauing 
eEects on everyone connecteu to the uoomeu Wombie.

An other,ise-mouest economic uo,ntwrn of the sort that often 
a�ict capitalism can twrn into a ma�or crash if it urives enowgh Wombie 
corporations over the euge into bankrwptcy. Oapitalism(s vwlnerabil-
ity to the Wombie risk re7ects the system(s internal mechanisms that 
create anu enable Wombies in the drst place. Oapitalism(s instability is 
inherent.

Reactions to instability

Oapitalism has so far faileu to bring an enu to its inherent eco-
nomic instability. Mts periouic cycles create ueep insecwrities among 
the system(s people anu leauers. The system(s wps anu uo,nsPin 
wnemploymentD incomeD in7ationD anu government responses to 
themPshake anu sometimes uestabiliWe ,hole societies. Rooner or 
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laterD ,orkers grasp they cowlu lose their “obsD ,agesD anu living sitw-
ations in one of those recessions that happen on average every fowr to 
seven years. Lhen ,orkers wnuerstanu this as the systemic instability 
of capitalismD they change from mere victims into critics of the system. 
ThwsD capitalists anu their protectors have al,ays neeueu ,ays to ue-
7ect mass anHietiesD protestsD anu the risks that ,orkers might mobiliWe 
to leave capitalism behinu altogether.

Fne ,ay GR capitalists fownu entaileu wsing racism to eHempt a 
ma“ority of ,orkers from the system(s instability. GR capitalists cowlu 
secwre most ,hite ,orkers( “obs even uwring economic uo,ntwrns 
by imposing mwch more wnemployment on the African American 
minority. The latter ,ere last hireu anu drst dreu. They ,ere eEectively 
assigneu the social fwnction of uisproportionally absorbing economic 
uo,ntwrns. As Yshock absorbers; for capitalism(s recessionsD African 
Americans ,ere most uamagingly impacteu by capitalism(s cycles. 
Lhite Americans( “obs anu lives ,ere thws uisrwpteu far less often. 
)acism fwnctions to prevent seeing wnemployeu African Americans 
as capitalism(s victims.

)acists are those ,ho came to believe that African Americans are 
wnemployeu more becawse they are someho, inherently less prouwc-
tive than their ,hite cownterparts. ThwsD in their vie,D capitalism is 
not the cawse of wnemployment: ratherD race renuers African Amer-
ican ,orkers wnemployable. Oapitalism(s uefenuers claim that 3lack 
,orkers are paiu lessD dreu more oftenD anu uenieu creuit more often 
becawse their ,ork is less valwableD their creuit,orthiness is poorD anu 
so onPall as racial characteristics.

The employment shocks imposeu by capitalism(s instability on 
,hite Americans are basically fe,er in nwmberD lesser in frezwencyD 
anu shorter in uwration than those imposeu on African Americans. 
An olu auage swmmariWes this/ YLhen America gets a coluD the black 
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commwnity gets the 7w.; This auage often eHtenus to other social 
growps as ,ellPswch as ,omenD qispanic AmericansD anu Mnuigenows 
Americans. Lhite people get relative secwrity from the ravages of 
the system(s instability becawse it uistribwtes those ravages wnezwally 
across the ,orking class. That inezwality is then “wstideu in racistD 
seHistD anu parallel moues of uiscrimination that blame the victims. 
The ,ell-kno,n statistical inezwalities bet,een African Americans 
anu ,hite Americans Sin terms of incomeD ,ealthD savingsD homeo,n-
ershipD geographic stabilityD political participationD etc.I 7o, uirectly 
from their uiEerent relationships to capitalism(s instability. ?ot swr-
prisinglyD ,hite Americans have greater sympathy for capitalism.

qanuling capitalism(s instability in swch uiscriminatory ,ays has 
social eEects. Mn the GRD ,hite men trauitionally save more anu more 
easily than others. They get promoteu sooner anu fwrtherD can aEoru 
better homesD carsD anu clothesD anu can more easily obtain bank loans. 
Mn swch a stratideu systemD uiEerences among social growps ueepen 
over timeD anu ,ith them all sorts of anHietiesD fearsD anu resentments. 
)acial anu genuer-baseu tensions can ,orsenD especially if people be-
lieve intrinsic uiEerences cawse anu eHplain uiEerent positions in the 
economy rather than seeing ho, systemic economic problemsPlike 
instabilityPcontribwte to twrning uiEerences into inezwalities anu 
tensions. Oapitalist instability has a clear role in anu responsibility for 
its contribwtions to racial anu genuer hostilities anu uiscriminations 
in capitalist societies Sa topic eHploreu in greater uepth belo,D in YThe 
)elationships of Oapitalism/ Oapitalism anu )acism;I.

Oapitalist instability can become so eHtreme that it provokes pro-
fownu anu sometimes also violent social changes. The ,orstD ueep-
estD anu longest-lasting cyclical uo,ntwrn in capitalism(s history to 
uatePuwbbeu the ”reat ’epressionPlasteu from U—V— to the early 
U—12s. Ro severe ,as wnemployment in U—KK that one in every fowr 
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GR ,orkers ,as “oblessD anu arownu the ,orluD millions moveu closer 
to uestitwtion than ever before. They uemanueu to kno, ,hat hau 
browght them to this tragic sitwation.

Mn ”ermanyD the ”reat ’epression SU—V—I hit after the loss of Lorlu 
Lar M SU—U9I anu a periou of mega-in7ation SU—VKI that hau ,ipeu owt 
most ”ermans( life savings. YLhy5; ,as the zwestion of the uay. Ro-
cialists anu commwnists blameu capitalismD anu their iueas generateu a 
large follo,ing. At the other enu of the political spectrwmD politicians 
like Auolf qitler bwilt their ?aWi Narty by blaming Ze,s anu other 
Ybau peopleD; framing them as evil Yraces; ,ho hau someho, rwineu 
”ermany. qitler anu the ?aWis he leu promiseu to dH the sitwation. 
Mf given government po,erD they ,owlu merge their ?aWi Narty ,ith 
the leauers anu o,ners of ”ermany(s ma“or capitalist inuwstries to 
form a kinu of private�state partnership capitalism. Rwch a merger is a 
core part of ,hat Yfascism; means. ”erman fascism promiseu it ,owlu 
create “obs in the ,orkplaces it ran ,ith no interference allo,eu from 
wnions or any other social institwtions. ?aWis ,owlu Sanu uiuI uestroy 
all left-,ing social movements anu organiWations. Lorkers anu their 
families cowlu “oin only fascist organiWations. The ?aWis banneu or 
uestroyeu all other social organiWations anu commwnities Sinclwuing 
inuepenuent wnionsD chwrch growpsD civic associationsD political par-
tiesD cwltwral growpsI.

qitler “wstideu swch repression as necessary to enable fascism to 
make ”ermany a great empire again. qe like,ise rezwireu the per-
secwtionD imprisonmentD anu eventwally the mwruer of millions of 
Ze,ish people anu other growps relentlessly portrayeu as enemies of or 
obstacles to making ”ermany great again. 8ascismD ,hich repeateuly 
leu to swch horrorsD has been one response to capitalism(s instability. 
S8or more on this topicD see YThe )elationships of Oapitalism/ Oapi-
talism anu 8ascism; belo,.I
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Mn the GRD the crash anu ”reat ’epression provokeu a fe, fascist 
movements bwtD mwch more prominentlyD also a ma“or political shift 
to the left. Lhere ?aWi fascists arresteu anu assassinateu wnionistsD 
socialistsD anu commwnists in ”ermanyD the American government of 
8ranklin ’. )oosevelt ,orkeu ,ith eHisting wnions anu their leauersD 
as ,ell as socialist anu commwnist parties. These uiEerences in reac-
tions to capitalism(s great crash cwlminateu in Lorlu Lar MMD ,here the 
GR allieu ,ith the Roviet Gnion to uefeat qitlerD 3enito xwssoliniD 
anu their “ointly championeu fascism.

Rometimes calleu Ystate capitalism of the leftD; 8’)(s response to 
capitalism(s great crash entaileu a hwge increase in the siWe anu range 
of government interference in the private sector. 4aisseW-faire ,as 
brwsheu asiue as policy anu replaceu by ,hat might also be calleu YeH-
treme Xeynesianism.; Lashington regwlateu the capitalist economy 
by swch measwres as manuating a legal minimwm ,ageD raising taHes on 
corporations anu the rich by recoru amowntsD imposing regwlations on 
marketsD swbstitwting state-rwn rationing for markets in a long list of 
commouitiesD anu establishing a state pension system SRocial RecwrityID 
a state wnemployment compensation programD anu more.

Oapitalism(s ”reat ’epression ,eakeneu the forces favoring lais-
seW-faire government policies inheriteu from capitalism(s pre-crash 
past. At the same timeD that uepression strengtheneu swpport for 
Xeynesian economics in the GR anu globally. To many peopleD ,hat 
Xeynes auvocateu for anu ,hat the Roviet Gnion hau alreauy estab-
lisheuPuespite many other uiEerences bet,een themP,ere kinus of 
state capitalist economies that hau mwch in common. Mt is thws no 
,onuer that pro-laisseW-faire lovers of capitalism wseu the epithet of 
Ysocialism; simplistically to label Xeynesianism as someho, connect-
euD Oolu Lar styleD to a uemoniWeu Roviet Gnion.
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Ff cowrseD XeynesianismPlike capitalismD socialismD anu most 
other large social movements anu institwtionsPtakes mwltiple forms 
that vary from one another. ’iEering social anu historical conteHts 
shape ho, theories anu practices get interpreteuD applieuD anu au“wsteu 
in uiEerent places anu times. Xeynesian economic policy uiEers from 
one nation to the neHt. RimilarlyD Rawui Arabian capitalism touay is 
uiEerent from GR capitalism. R,euish socialism is uiEerent from Ro-
viet socialism. The Xeynesian economic policies that qitler wseu are 
uiEerent from those 8’) wseu or those many cwrrent leauers wse. 
Mntense uebates among capitalism(s uefenuers have al,ays re7ecteuD 
wnuerscoreuD anu often ueepeneu their uiEerent wnuerstanuings of 
economics anu their uiEerent interpretations of theories anu policies. 
The same applies to uebates among auvocates of socialism.

Oapitalism(s cyclical crashes have provokeu uebates over ho, best 
to prevent or overcome them. 8rom capitalism�s inceptionD that insta-
bility often victimiWeu peopleD some of ,hom became system critics. 
Rome ,ent fwrtherD organiWing social movements opposeu to capi-
talism(s particwlar uistribwtions of ,ealthD its interactions ,ith the 
natwral environmentD its eHtensions into colonialismD anu cowntless 
other isswes. Fthers targeteu particwlar forms of capitalism Sswch as 
laisseW-faire or Xeynesian state capitalismI. Rtill others ,ent beyonu 
,hich aspects anu forms of capitalism to favorD dghting insteau for 
a social transition to a fwnuamentally ne, system. Mn these uebatesD 
uiscwssionsD anu con7ictsD ,orus like Ysocialist; anu Ycapitalist; took 
on mwltipleD uiEerentD anu evolving meanings. Touay(s many concepts 
of capitalism anu socialism are prouwcts of capitalism anu its critics.

Mn conclwsionD if yow liveu ,ith a roommate as wnstable as the 
capitalist systemD yow ,owlu probably have moveu owt long ago.



)MOqA)’ ’. LF488 j1

Inefficient

To askD YMs capitalism eCcient5; is immeuiately to rwn into trowble. 
Ans,ers ,ill vary uepenuing on ho, YeCcient; is wnuerstoou6ue-
dneu--,hether in terms of an employer seeking prodtD a conswmer 
seeking wtilityD or a ,orker seeking a high stanuaru of living. Fr might 
it be the eCciency of capitalism in proviuing auezwate howsingD foouD 
,aterD anu health care to all hwmanity5 Ms it eCcient in auuressing the 
climate change process that threatens billions of lives5 Ms capitalism 
eCcient in some ,ays anu not in others5

The fact is that eCciency is a problematicD inauezwateD anu uo,n-
right misleauing concept to begin ,ith. xoreoverD it wses similarly 
uedcient measwrements. ]et it is often linkeu closely to capitalismD be-
cawse its swpporters lean heavily on YeCciency; to “wstify its eHistenceD 
eEectsD anu allegeu swperiority to other economic systems.

Mn the wswalD rowgh uednition wseu by economistsD ,hat happens 
in an economyPany act or event swch as hiring an employeeD lo,ering 
an interest rateD raising pricesD or investing in a factory eHpansionPis 
eCcient if its total positive consezwences SYbenedts;I eHceeu its to-
tal negative consezwences SYcosts;I. Thws economists measwre costs 
anu benedts to see ,hich is larger. Mf total costs eHceeu total bene-
dtsD the act or event is ueemeu ineCcient anu showlu not happen. Mf 
measwrements yielu the reverseD then the act or event is eCcient anu 
showlu happen. To choose among any t,o or more events that all have 
net-positive benedtsD the most eCcient event is the one ,ith the most 
benedts compareu to its costs.

8rom the point of vie, of capitalistsD entering a bwsiness ventwre 
is an act that entails costs Sfor rentD inpwtsD ,agesD etc.ID ,hich are 
its negativesD ,hile the revenwes swch a bwsiness receives are its pos-
itives. The larger the eHcess of total revenwes over total costsPthat isD 
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prodtsPthe more YeCcient; it ,owlu be to start that bwsiness. Fnce 
the bwsiness is wnuer,ayD the same comparison of its total costs anu 
revenwes Smeaswreu in prodtsI ,ill uetermine ,hether it is an eCcient 
or ineCcient bwsiness. Anu the same approach ,owlu uetermine the 
eCciency Sor notI of a uecision to sell or close the bwsiness.

8or centwriesD this simple uednition crwcially swpporteu claims by 
cheerleauers of capitalism that it is an eCcient system. 3wsinesses are 
establisheuD fwnctionD anu gro, only if anu ,hen their bwsiness ueci-
sions SactsI are generally prodtable/ ,hen their benedts eHceeu their 
costs. Nroponents of capitalism have often eHtenueu this eCciency 
calcwlws to all inuiviuwals anu the uecisions they make. They claim 
each person ueciues to pwrswe an euwcation or take a “ob baseu on 
making a cost-benedt analysis.

ThwsD to the eHtent that the prodt motive governs enterprisesD capi-
talism(s uefenuers ueclare it to be the mouel eCcient economic system. 
Any interference in economic aEairs by employeesD the stateD or any 
other institwtion or social force imposing any uecision-making rwles 
other than prodt-seeking is uenownceu. Rwch interferences impose 
economic ineCciency on the society in ,hich they occwr. Mt follo,sD 
for capitalism(s uefenuersD that any economic system that re“ects prodt 
as the stanuaru for economic activities ,ill be less eCcient than cap-
italism. [zwating capitalism(s maHimiWation of prodt ,ith economic 
eCciency is a key uefense for capitalism.

Oritics have long argweu that capitalism(s prodts 7o, to employers 
alone/ a minority relative to the employeesD ,ho are wswally the vast 
ma“ority ,ithin bwsinesses. Nrodt maHimiWation re,arus a minority 
of those engageu in capitalist enterprises. As eHplaineu earlierD prof-
it-seeking capitalist employers wswally seek to Ysave on labor costs; 
anu so tenu to lo,er employees( share of owtpwt. Oapitalism(s prodt 
uriveD thenD benedts employers at the eHpense of employees. Rwch po-
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litically eEective critizwes of capitalism might be refwteu if ezwating 
prodt maHimiWation ,ith eCciency helu any ,ater. Gnfortwnately for 
capitalismD it uoes not.

To see throwgh this uefenseD let(s look straight at ,hat eCciency 
is. Mt claims to list anu then to measwre all positive anu all negative 
consezwences of some act or eventD anu to compare them. 3wt if yow 
stop to think abowt itD that isD in realityD absolwtely impossible to uo.

8or any act or eventD the very iuea of cawse anu eEect twrns owt to 
be very problematic. 8or each item on a list of positive versws negative 
consezwencesD the zwestion mwst be askeu/ Ms it a consezwence of only 
the one act ,hose eCciency ,e are trying to establish5 xight severalD 
manyD or an indnity of factors cawse the consezwences on any swch 
list5 Mf soD ,e cannot link any one eEect to any one cawse. The event 
,hose eCciency ,e ,ant to calcwlate uiu not alone cawse the goou or 
bau owtcome: it alone is not responsible for either the benedts or costs. 
Rtateu another ,ayD costs anu benedts are reswlts of many factorsD never 
of “wst one. Anu if every act has many consezwencesD each of ,hich 
has many cawsesD then measwring eCciency of a particwlar enterpriseD 
eventD or action has no meaning.

There are more problems ,ith YeCciency.; xany consezwences of 
any act or event ,hose eCciency ,e ,ant to assess ,ill not materialiWe 
wntil the fwtwre: swch consezwences cannot be measwreu no,. Le 
cannot kno, no, ,hether they are positive or negative or by ho, 
mwch. The list of impacts 7o,ing from any act or event is likely very 
long. Mt ,ill take time to measwre them allD yet ,e neeu an eCciency 
calcwlation no,. xoreoverD those impacts are uiEerentD aEecting the 
economy bwt also politicsD natwreD cwltwreD anu so on. qo, uo ,e 
reuwce zwalitatively uiEerent consezwences to a single monetary valwe 
so ,e can compare more anu lessD benedts anu costs5 There is no one or 
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right ,ay to uo thatD anu there never ,as. Mt twrns owt that measwring 
eCciency in the cost-benedt sense is impossible.

OonsiuerD for eHampleD prouwcing anu selling a cwp of yogwrt. Ms 
that an eCcient thing to uo5 An eCciency analysis ,owlu have ws 
,eigh its positive impacts Slike the conswmer(s pleaswreD the seller(s 
prodtD anu so onI against its negative impacts Slike the resowrces wseu 
wp in maintaining co, herusD or in prouwcingD shippingD anu refriger-
ating yogwrtI. 3wt holu on. The impacts showlu also inclwue long-term 
eEects. qo, ,ill yogwrt bacteria interact ,ith hwman gwt bacteria 
over the long rwnD shaping conswmers( health5 Lhat is the cost of 
meuical care for those health eEects5 Lhat abowt the uisrwptions to 
climate associateu ,ith the co, heru(s methane gas releases5 Rwch lists 
go on forever.

The fact is that no one has the timeD resowrcesD or ability to list all the 
possible impacts across all of space anu timeD let alone to measwre them 
in some comparableD zwantitative ,ay. ]etD to get a Ycorrect; eCciency 
statementD ,e ,owlu have to auu wp positive anu negative impacts to 
get t,o nwmbersPtotal costs versws total benedts. Lhen yow consiuer 
their limiteu focwsD yow can clearly see that all eCciency claims to uate 
are inaccwrateD becawse they cowlu not anu uiu not uo ,hat ,owlu be 
necessary for a complete evalwation.

Fne might legitimately ,onuer ,hether anyone ever took the time 
anu spent the money neeueu to make swch immense lists anu calcw-
lationsPanu also honestly aumitteu the many wnkno,ns entaileu in 
themP before ueciuing ,hether an act or event showlu take place. Ms 
eCciencyD thenD “wst a fancifwl iuea maue wp so it can be claimeu anu 
accepteu for some pwrposeD swch as “wstifying capitalism5

[Cciency calcwlations happen all arownu ws every uay. Neople wse 
them to “wstify uecisions anu acts of all kinus. 3wt those calcwlations 
cowlu only ever list anu measwre a very partialD incomplete list of 
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costs anu benedts. Actwal eCciency evalwations tell ws more abowt the 
selection biases of the evalwators than abowt their ob“ect(s eCciency. 
The evalwators hau to select ,hat they cowlu measwre ,hile ignoring 
or uenying the rest bwt aumitting that ,as anu is rare becawse uoing 
so renuers the eCciency claim nwll anu voiu. ThatD tooD is the reswlt of 
ackno,leuging that any act(s or event(s costs anu benedts are never the 
reswlts only of that act or event. [Cciency is a mirage.

Lhen capitalists Sor those they hireI cownt costs anu benedtsD they 
bother to cownt only those costs for ,hich they actwally mwst pay anu 
only those benedts that accrwe to them as revenwe. Those are never 
all of the costs anu benedts. OonsiuerD for eHampleD a capitalist ,hose 
factory smokestacks belch pollwtants into the air. The smokestacks 
intoHicate the airD ,aterD anu soil arownu the factoryD incwrring all 
manner of short- anu long-term health costs like asthmaD cancerD anu a 
variety of uiseases for factory employees anu people living in the area. 
Fnly rarely uo the factory-o,ning capitalists have to pay those costsD 
so they are not cownteu ,hen evalwating swch a factory(s operation. 
The same applies to benedts that are not prodts for the calcwlating 
capitalists. [conomists refer to swch costs anu benedts as YeHternal; or 
YeHternalities;DP,hich really only means that those costs anu benedts 
are not wswally cownteu.

4et(s take the eHample of this event/ a ,orker is dreu. Oapitalists dre 
,orkers ,hen it isn(t prodtable to keep them. [very honest capitalist 
,ill tell yow that. Lhen an employer dres a ,orkerD the employer loses 
the owtpwt that the ,orker(s eEort helpeu prouwce for the employer to 
sell. The employer gets fe,er ,iugets than that ,orker helpeu to makeD 
or perhaps a lo,er zwality or zwantity of a service that the ,orker 
prouwceu for the employer to sell. The employer(s loss is the cost. The 
employer(s benedt is not having to pay the dreu ,orker any ,age. 
Mf the ,age is greater than the valwe the ,orker(s labor prouwceuD it 
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auvantages the employer to dre the ,orker. 8or the employerD the only 
cost that matters is the lost owtpwt of the dreu ,orker.

3wt the same is uednitely not trwe for the larger society. Le kno, 
the many real costs of wnemployment. AlcoholismD uivorceD anu abwse 
in families all rise uwring wnemployment. They rezwire meuical careD 
psychological attentionD anu police activity: those all cost money. The 
employer is eHempteu from paying those costsD bwt others have toD anu 
uo. Rociety pays all the real costs of wnemployment. The employer pays 
for only a small part of those costs. ]et the employer makes the uecision 
to dre. Mt is eCcient for the employer bwt eHtremely ineCcient for the 
society as a ,hole. Xeeping the dreu ,orker on the “ob anu paying a 
,age is far less costly than ,hat wnemployment costsD if anu ,hen all 
the associateu costs are consiuereu. The social cost of wnemployment 
eHceeus the private cost to the employerD bwt capitalism allo,s private 
employers to ueciue ,hether or not to dre. [Hternalities proviue yet 
another reason to uismiss eCciency claims as bases for uefenuing cap-
italism.

LorseD eHternalities sho, ws that social costs are borne by all of 
ws ,hile prodts accrwe only to capitalists. That is both wnuemocra-
tic anu wnfair. [Cciency is an empty concept. Mt cannot rationally 
uemonstrate that capitalism is swperior to socialism or vice versa. To 
say something is eCcientD or more eCcient than something elseD is the 
mouern ezwivalent of ,hat ancient people insisteu ,as ”ou(s ,ill. 
To say something ,as ”ou(s ,ill ,as their attempt to enu uebateD 
uisagreementD anu uispwte by appealing to something above owr hw-
man uiEerencesD something absolwte that all mwst recogniWe as uecisive 
anu uednite. [ventwallyD most people became skeptical abowt anyone(s 
claim to kno, ,hat ”ou(s ,ill ,as. Lhen ,ill people stop accepting 
the comparable claims abowt eCciency5
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Mt is a bit easier no,auays to mock the iuea of eCciency becawse 
,iuely helu common sense recogniWes its limits anu problems. The 
ecological movement has tawght this generation that capitalists never 
cownteu many of the negative consezwences of their investment anu 
prouwction uecisions. Le no, kno, those threaten not only capital-
ism bwt owr planet itself.

Oapitalism is neither prodtable becawse it is eCcient nor eCcient 
becawse it is prodtable. )atherD eCciency became capitalism(s pre-
ferreu coue for prodtability. Mt sownueu so mwch better to say that 
some capitalist(s bwsiness uecision ,as eCcient Sgoou for everybouyI. 
To insteau say that the same bwsiness uecision ,as prodtable riskeu 
it being seen as goou for only the capitalist. [Cciency maue a system 
that ,as mostly goou for a minority Scapitalist employersI anu often 
bau for a ma“ority SemployeesI appear insteau to be absolwtely anu 
ob“ectively the best for everyone. [zwating eCciency to prodtability 
uiu for capitalism ,hat religion uiu for [wropean fewualism/ it reui-
recteu everyone(s attention a,ay from the intractable con7ict bet,een 
loru anu serf to the wncon7icteu heavens gwiueu by a ”ou ,ho ,as all 
goou. Mnsteau of accepting anu enuorsing capitalism becawse ”ou tells 
ws toD the economists tell ws to uo so becawse capitalism is eCcient. Ff 
cowrseD here in the GRD ,e have zwite a fe, folks ,ho ,ill insist that 
capitalism is both gouly anu eCcient.

Immoral

xorality is among the important stanuarus or measwres ,ith ,hich 
alternative economic systems confront anu strwggle ,ith one another. 
Mn some uednitions of moralityD some or all owtcomes of markets or of 
capitalist prouwction systems are moral. Mn other uednitionsD some or 
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all of those owtcomes are immoral. The uebates over the moralities of 
alternative economic systems often broauen to a uebate over morality 
itself.

xouern capitalism starteu in [nglanuD spreauing to Lestern [w-
rope anu then to the rest of the ,orlu. Mt mockeu anu re“ecteu 
many of [wropean fewualism(s moral commitments. 3ecawse meuieval 
Oatholic teaching ,iuely helu the charging of interest on loans to be 
sinfwlD wswry ,as prohibiteu. The chwrch regwlateu markets arownu 
the concept of ,hat it believeu to be the Y“wst; price. 8or centwriesD the 
chwrch also conuemneu private property in lanu as ueeply immoral. 
Mn contrastD the capitalism that replaceu fewualism embraceu lenuing 
at interestD wrgeu sellers to charge Y,hatever the market ,ill bearD; anu 
maue lanu Sanu mwch elseI a commouity ,ith no moral taint.

[ventwallyD the chwrch gave in. )eligion au“wsteu to the transition 
from fewualism to capitalism by swpporting the latter as fwlly as it hau 
swpporteu the former. )eligions accommouateu capitalist morality(s 
replacement of fewual morality. Oapitalism uevelopeu other institw-
tions that articwlateu anu enforceu morality alongsiue the religiows 
institwtions/ secwlar schoolsD mass corporate meuiaD auvertisingD anu 
so on.

Mn the urive for prodtD capitalist enterprises often fownu them-
selves prouwcing more than markets cowlu absorb. To perswaue people 
to pwrchase more goous anu servicesD mouern capitalism createu the 
auvertising inuwstry. Auvertisers( clientsPmostly capitalist employ-
ersPpay them to promote those clients( prouwceu goous anu services 
to potential bwyers. Auvertisements invaue every corner of capitalist 
societies ,ith carefwlly crafteu messages that ueeply aEect owr sense 
anu uednitions of morality. )eal anu imaginary positive zwalities of 
every auvertiseu prouwct are stresseu repeateuly. ?egative zwalities of 
every auvertiseu prouwct are minimiWeu or hiuuen. Mnsteau of uiscws-
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sions abowt ob“ects that evalwate their goou anu bau zwalities to create 
a balanceu assessmentD auvertising hammers at ws a mouel of uiscowrse 
that is systematically uishonest. [Haggeration sliues into lyingD anu 
both settle into social life as obviowsD rowtineD anu largely accepteu 
parts of mouern cwltwre. xorality accommouates.

The ,ays capitalism wses technological progress entail immorality 
as ,ell. 8or eHampleD imagine a ne, machine that is t,ice as prouwctive 
as an olu one. TypicallyD a capitalist employer dres half the employeesD 
prouwces the same owtpwt as before Sthanks to the ne,ly installeu ma-
chineID charges the same priceD anu thws earns the same revenwe. This 
employer(s prodtD ho,everD has risen by the amownt of ,ages no longer 
paiu to the dreu ,orkers. Those saveu ,ages become the employer(s 
prodt. The dreu ,orkers anu their families swEer the lost ,agesD anu 
their commwnities swEer the seconuary eEects of the ,orkers( lost 
,ages. Mn capitalismD the employer is not helu responsible for having 
installeu ne, technology in a manner that cawseu swch swEering. Mf 
eHisting uednitions of ,hat is moral inclwue caring for other hwman 
beings anu minimiWing others( swEeringD then immorality is bwilt into 
capitalism(s core strwctwre. Fr the uednition of morality mwst be 
rauically altereu.

The immorality of this employer(s prodt-uriven behavior resiues in 
the neglect of the alternative moue of installing the ne, technology/ 
the employer cowlu have dreu no ,orkers anu still taken fwll auvantage 
of the ne, machine by cwtting all ,orkers( labor time in half anu 
yet paying them the same ,age. That ,owlu keep owtpwt the same as 
before the ne, technologyD anu like,iseP,ith price anu total revenwe 
wnchangeuPthe employer(s prodt ,owlu be the same as before the 
ne, machine ,as installeu. The technical change hau the potential to 
revolwtioniWe the lives of the employees Sthe ,orkplace(s ma“orityI by 
converting half their ,ork time into leiswre Stime for relationshipsD artD 



G?’[)RTA?’M?” OANMTA4MRx  9K

sportD etc.I. That potential is wswally ignoreuD ,hile prodt maHimiWa-
tion is treateu as the appropriate step to take. ]et the choice bet,een 
these alternative ,ays of installing ne, technology has a clear moral 
uimension. Mgnoring the moral choice uoes not mean it uisappears. 
xany conventional moralities ,owlu have to dnu that capitalism often 
wses technology in immoral ,ays.

Oritics of markets have uenownceu their immorality for many cen-
twriesD since ,ell before mouern capitalism. xarkets allocate ,hatever 
is scarceP,hatever generates uemanu that is higher than its swp-
plyPto the biuuer oEering the highest price Slikely among the richer 
bwyersI. xost moral systems ,owlu not enuorse uistribwting scarce 
goous that ,ay. They ,owlu rather oEer other criteria for allocating 
scarcitiesD swch as bwyers( uiEerent neeusD commwnity neeusD or possi-
ble combinations of these.

Nresiuent  8ranklin  ’.  )oosevelt  institwteu  rationing  in  the 
early U—12s to prevent market immorality from controlling the 
Gniteu Rtates uwring Lorlu Lar MM.  qis logic helu that uwring 
,artimeP,hen conswmer goous ,ere scarce becawse resowrces hau 
been shifteu to prouwcing military goousPletting the market govern 
conswmer goous( scarcity ,owlu be immoral. The rich ,owlu biu wp 
the prices of ,hat they ,anteu among scarce conswmer goousD ,hile 
those ,ith miuule anu lo, incomes ,owlu be wnable to aEoru those 
higher prices. A ,ealthy family cowlu pay more for milk to feeu a pet 
cat. xean,hileD a poor family cowlun(t aEoru the higher-priceu milk 
for their chiluren. The market hanules scarcitiesD no matter their par-
ticwlar cawses or originsD by favoring the richest over everyone else. To 
say the leastD there are moral problems ,ith uoing that. 8’) swspenu-
eu the market anu swbstitwteu rationing across the GR. Rcarcities ,ere 
hanuleu by uistribwtions baseu on neeuD not on the relative ,ealth of 
bwyers.
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Rcarce taHicab riuesD scarce preschoolsD scarce sporting-event ticketsD 
scarce restawrant tables/ swch goous are often hanuleu by markets in 
the same immoral manner. They go to those able anu ,illing to pay 
the mwch-higher-than-wswal prices chargeu for them. RometimesD la,s 
renuer it illegal to charge more than the wswal or cost-uetermineu 
or regwlateu price ,hen scarcity occwrs. qo,everD even thenD higher 
prices occwr often Ywnuer the table.;

Another eHampleD pertinent to contemporary historyD can illws-
trate capitalism(s strwctwral immorality. )ising pricesPor Yin7a-
tions;Pare another regwlar part of capitalismD recwrring from time to 
time anu place to place across the ,orlu. An in7ation happens if anu 
,hen employers in general Snot necessarily everyoneI raise the prices 
they charge for ,hatever goous anu services they sell. The immeuiate 
cawse of in7ations thenD is employers raising their prices. This ,ill 
uamage employees( real incomes wnless they can raise their 
money ,ages at rates ezwal to or more than the rate of in7ation. 
This employees rarely manage to uo. TypicallyD prices rise more 
than ,ages. Mf soD employers gain anu employees lose. A minority 
wnaccowntable to the ma“ority can anu uoes take actions that 
uirectly uamage the ma-“ority. Mn a conteHt ,here uemocracy is 
consiuereu a moral imperativeD in7ation is thws immoral. That 
immorality is then magnideu ,hen ,e consiuer that in7ations 
wswally present all potential bwyers ,ith the same raiseu pricesD anu 
that those are more bwruensome for the poorer than the richer. The 
GR anu [wrope eHperienceu a generalD seriows in7ation after V2V2. 
Ff cowrseD a morality that ezwates market owtcomes ,ith the 
goou ,owlu not dnu these reswlts of in7ation to be a moral problem.

Narticwlar inuwstries can like,ise eHperience in7ations even if anu 
,hen the rest of the economies swrrownuing those inuwstries eHperi-
ence noneD or uiEerent rates of in7ation. Rometimes ,e have uevel-
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opeu special ,orus for in7ations in particwlar inuwstries. 8or eHampleD 
the ,oru Ygentridcation; refers to an in7ation in howsing Showses 
anu6or apartmentsI.

”entridcation is a market phenomenon. 4anulorus are constantly 
trying to get more money owt of their properties by raising the rent 
or the price of a home. Lhen prices riseD those ,ho cannot aEoru 
the higher prices wswally start looking at properties “wst owtsiue that 
neighborhoou. Mn the nearby neighborhoousD lanulorus can then ue-
ciue to raise their prices as ,ell. The process often repeats itself: gen-
tridcation eHpanus. ?eighborhoous change as prices rise. Rtores anu 
restawrants geareu to the poorer people ,ho ,ere there before Soften 
for uecauesI go owt of bwsiness or move. YGpscale; or Yhigher-enu; 
stores anu restawrants replace them.

”entridcation is ho, the market in howsing ,orks. Lhere morality 
enters the pictwre is ,hen ,e ask ,hat happens to the former in-
habitants of the no,-gentrideu homes. Lhy ,ere they forceu to leave 
their neighborhoou5 qo, is a family(s life uisrwpteu ,hen they have 
to leave their olu homeD neighborsD anu schools5 8e, recogniWe the 
zwestion: fe,er still ,orry abowt the ans,er. Mn practiceD the victims 
of gentridcation are ignoreu orD if they protestD probably represseu. 
Mn the GRD private lanulorus have mostly swcceeueu in preventing 
pwblic howsing from competing ,ith private howsing. Oonventional 
morality recoils at the spectacle of ho, capitalist markets Ymanage; 
the GR howsing system. xorality that has fwlly accommouateu itself 
to capitalism uoes not.

Mnsteau of uiverse commwnitiesD howsing markets anu gentridca-
tion prouwce wniform areas anu neighborhoous segregateu along lines 
of ,ealth SanuD thereforeD raceI. The gentrider often complains/ M 
moveu into a vibrantD oluD uiverse commwnity for “wst those zwalitiesD 
bwt as the gentridcation proceeueuD all those zwalities vanisheuD anu a 
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staleD richer wniformity took over. Mf owr nation cowlu uiscwssD uebateD 
anu make a uemocratic uecision on ,hat kinus of neighborhoous ,e 
,ish to live inD uiEerent moral sensibilities might play a role in the dnal 
uecision. MnsteauD Ylet the market ueciue; covers for the reality that 
markets let the rich ueciue.

?o morality is wniversal. 3wt in this bookD it is owr vie, that market 
owtcomes are frezwently immoral ,hen they force people to move 
against their ,ill or uistribwte basic necessities to the highest biuuer.

Mn relation to moralityD consiuer also the simple strwctwre of capital-
ist enterprises. A tiny nwmber of persons at the topPo,nerD partnersD 
corporate boaru of uirectorsPmake all the basic ,orkplace uecisions 
anu ,ielu uominant po,er. Mf moralityPas ueriveu from religiows 
or other ethical systemsPrezwires treating others as hwman beings 
in a relationship of basic hwman ezwivalenceD capitalism violates that 
morality in its ,orkplacesD ,here most auwlts in society spenu most of 
their lives.

Fwt of competition for ever-greater sowrces of laborD resowrcesD anu 
marketsD capitalism(s olu centers S[wropeD ?orth AmericaD anu ZapanI 
have spent mwch of their history coloniWing vast portions of the rest of 
the ,orlu. Oolonialism often began ,ith massive violence Ssometimes 
genociualI perpetrateu against popwlationsD anu it rezwireu ongoing 
violence to protect anu operate the colonies. The moral implications 
of swch a process go ,ithowt saying. Oolonies themselves also swf-
fereu as swboruinate entities to the coloniWing cowntries( economies. 
4anuD peopleD anu natwral resowrces of colonies ,ere reorganiWeu ,ith 
enormows losses of lives anu cwltwres. After state inuepenuence ,as 
establisheu for many coloniWeu cowntriesD neocolonialism fwnctioneu 
in the same ,ay.
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4ibertyD ezwalityD fraternityD uemocracyD anu most other measwres 
of morality playeu seconuary if any roles in ,hat ,as uone in anu to 
colonies.

To the eHtent capitalism touay contrauicts those valwesD it also con-
trauicts morality. To the eHtent that fwtwre systems challenge capi-
talism in the years aheauD concerns abowt morality ,ill animate swch 
challenges.

Self-Destructive

The seeus of capitalism(s self-uestrwction are al,ays present. Mn or-
uer to persist throwgh timeD capitalism(s uedning employer6employee 
relationship both rezwires anu shapes the processes of prodt maHi-
miWationD competition among employersD economic gro,thD technical 
progressD anu other mechanisms in the economy. qo,everD all those 
processes have siue eEects. They often wnuermine capitalismD block 
its swccessD anu lay the grownu,ork for its wnuoing. 4et(s take a fe, 
eHamples.

[mployers bwy anu install machines in their factoriesD oCcesD anu 
stores ,hen the machines are more prodtable than the ,orkers they 
replace. qaving lost their “obsD the replaceu ,orkers lose their ,ages. 
Lith less or no ,agesD the ,orkers can no longer pwrchase the prou-
wcts that capitalist employers seek to sell. Gnsolu prouwcts wnuermine 
an employer(s prodtsD “wst as the ne,ly installeu technology ,as swp-
poseu to raise prodts.

Oompetition among employers can leau them to improve prou-
wcts( zwalities as a ,ay to attract bwsinessD boost prodtsD anu gro,. 
qo,everD competition can like,ise leau employers to cwt cornersD 
swch as by swbstitwting cheaperD lo,er-zwality inpwtsD in ,ays cws-
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tomers may eventwally iuentify anu re“ectD thereby uepressing the em-
ployers( revenwe anu prodts.

Xarl xarH calleu swch featwres of capitalism the system(s Ycontra-
uictions.; qe sho,eu ho, the tensions among capitalism(s processesD 
pwshing anu pwlling Soften in opposite uirectionsID gave everything 
in the capitalist system its particwlar movement anu ,ays of chang-
ing over time. 8or eHampleD ,hether prodts rose or fell uepenueu on 
all the processes in7wencing prodts in society. [ach process partly 
strengthens prodts anu partly wnuermines them. Lhat dnally ueter-
mines ,hether prodts rise or fall at any moment uepenus on all the 
processes of the ,hole society. All of them together ,ill create a dnal 
net eEect/ the actwal prodts ,e dnu.

The term Yoveruetermination; ,as wseu by xarHist philosopher 
4owis Althwsser to swmmariWe three basicD interconnecteu iueas/ SUI 
that every process that makes wp a society in7wences every otherD SVI 
that every process is pwsheu anu pwlleu in uiEerent ,ays anu uirections 
by all the other processes overuetermining itD anu SKI every process thws 
eHists in contrauiction anu change. [ach part of a society overueter-
mines anu is overuetermineu by all the other parts of that society.

Another ,ay to say this is that capitalismPlike everything elsePis 
al,ays contrauictory anu al,ays changing. To wnuerstanu 
something means al,ays to grasp its contrauictionsD the goou 
opposite its bau partsD anu their reswlting movement. To grasp only 
one or the other siue is to be precisely one siueu. Lhatever 
contrauictory conuitions or zwalities ,e dnu in anythingPlike the 
changes in itPare the reswlts of its overuetermination.

Oapitalism is one swch set of overuetermineu processes eHisting in 
change. [ach of its constitwtive processes is wnizwely overuetermineuD 
changing in its particwlar ,ay.
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xarH uescribeu capitalism as a compleHity ,hose parts Yuevelop 
wnevenly.; [ach part of capitalism is wnizwely overuetermineu by both 
the other parts of capitalism anu all the other processes comprising 
capitalism(s social anu natwral environment. Mt follo,s that capital-
ism(s reprouwction in time anu place uepenus on ho, its overue-
terminants are changing anu thereby changing their impacts wpon 
capitalism(s processes.

4et(s swppose the process of selling the owtpwts of capitalist en-
terprises is overuetermineu in a ,ay that threatens capitalism. 8or 
eHampleD a change in cwstomers( tastes makes them stop bwying a 
particwlar uyeu fabric from a growp of prouwcers. Oapitalist prouwcers 
of that uyeu fabric are threateneu ,ith the ueath of their enterprises if 
their sales stop. Mf someone can come wp ,ith another social process to 
oEset the former bwyers( changeu tastesD the threateneu fabric makers 
can be saveu. RoD someone invents the auvertising inuwstryD ,hich 
dnus ,ays to pwblicly associate that particwlar uyeu fabric ,ith be-
ing attractive to potential lovers. The threateneu fabric makers then 
uistribwte a portion of their revenwes to auvertising corporations as 
payment for prouwcing anu uistribwting swch auvertisements. The aus 
change fabric tastes anu revive uyeu-fabric sales.

The changeu fabric tastes changeu capitalism by auuing an auver-
tising inuwstry. A changeu capitalism ,ith a ne, auvertising inuwstry 
,ill provoke other drms anu inuwstries to pwrchase auvertising. An 
inuwstry that commwnicates by telling the pwblic all the goou things 
abowt a client(s prouwct ,hile hiuing all the negative zwalities has 
compleH social eEects. 8or eHampleD it spreaus its type of uiscowrse 
into personalD familyD anu ,ork relationships. Mnsteau of thinking anu 
speaking abowt the balance of positive anu negative aspects of anu in all 
those relationshipsD people think more in the style of auvertising. They 
see positives or negatives rather than wnities of both. That changes 
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those relationships in particwlar ,ays that react back wpon anu change 
capitalismD possibly threatening it in more ,ays than taste changes ever 
cowlu.

8or another eHample/ capitalism(s prodt urive has relocateu its uy-
namic center from one to another place across its history. 8rom [ng-
lanuD capitalism(s uynamic center moveu partly to Lestern [wrope 
anu partly to the GR to eHploit their labor po,er anu resowrces for 
greater prodts. Lithin the GRD capitalism(s uynamic center moveu 
from ?e, [nglanu to the xiu,estD then to OaliforniaD in search 
of capital-frienuly governmentD resowrcesD anu lanu. Mn more re-
cent uecauesD capitalism(s uynamic centers relocateu to OhinaD MnuiaD 
3raWilD anu the global Rowth more generally for their cheaper labor 
anu to escape organiWeu labor in the GR anu [wrope. Oapitalism(s 
relocations wnraveleu the 3ritish [mpireD are no, wnraveling the GR(D 
anu may enable a ne, Ohinese empire. ”ro,ing social uiCcwlties 
in all the areas that capitalism relocateu a,ay from raise the zwes-
tion/ xight capitalism(s prodt-uriven relocations be the early stages 
of actwaliWing its self-uestrwction5 Gnintenueu consezwences al,ays 
follo, from change becawse they mwltiply throwgh the enuless links 
of overuetermination.

Gsing an overueterminist approach to capitalism dnusD eHploresD 
anu evalwates its strengths anu ,eaknessesD its gro,ing anu ueclining 
elementsD anu ho, its larger environment Ssocial anu natwralI swp-
ports anu yet also wnuermines it. 4ike a goou uoctor assessing owr 
bouyD a thorowgh evalwation takes into accownt the contrauictions 
overuetermineu in owr bouy by owr bouy(s environmentD its interact-
ing partsD anu the connections bet,een them. ?o single meuical test 
swCces to measwre anu evalwate something as compleH as a hwman 
bouy. A goou uoctor neeus mwltiple uiagnostic tests SbloouD �-rayD 
x)MI to Yget a pictwre; of the in7wencesD reactionsD anu processes that
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comprise anyone(s Yhealth.; A uoctor wsing an overueterminist ap-
proach Sself-consciowsly or notI kno,s anu aumits that swch a pictwre 
is al,ays partial as ,ell as changing.

Mn hwman historyD each economic system is wswally born owt of a 
previows system in uecline. ”iven its overueterminationD each system 
changes: it evolves anu uevelops. Rince uiEerent economic systems 
wswally coeHistD they change internally bwt also change one another. 
[ventwallyD each changing system begins a ueclineD owt of ,hich ne, 
economic systems are born. Mn this precise senseD all systems eventwally 
self-uestrwct. There is no reason to think capitalism is any uiEerent.

Lhen the self-uestrwctive elements in a system get straineu to the 
point of threatening its continwationD the zwestion becomes/ Oan the 
system change to overcome the strainD or ,ill it collapse5 Fne ,ay or 
anotherD economic systems persist wntil they no longer can.

Oapitalism(s capacity for self-uestrwction has achieveu ,iuespreau 
wnuerstanuing no, via the global movements arownu the isswes of cli-
mate change anu environmental uegrauation. 8or centwriesD apologists 
for capitalism have asswreu ws that inezwality can be manageu if the 
system gro,s. An ever-larger pie allo,s everybouy to be satisdeu ,ith 
their increase in conswmption ,ithowt a contesteu reuistribwtion. 
Anu yetD environmentalism sho,s that perpetwal gro,th threatens 
owr natwral environment anu thws owr swrvival. ?o gro,th or ue-
gro,th iueas make battles over reuistribwtion of the ,ealth prouwceu 
in capitalist economies necessary for owr swrvival. As ,as al,ays trweD 
in those battles over contrauictions lwrks the potential for systemic 
self-uestrwction.

Mt has become almost commonplace Salthowgh still hotly opposeu 
by vesteu interestsD right-,ing iueological ,arriorsD anu othersI to see 
insiue capitalism a gro,th fetish that threatens not only capitalism(s 
swrvival bwt that of owr species. Lhat many economists uisrespecteu 
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by wsing the term YeHternalities; inclwues the manyD many wnackno,l-
eugeuD wnmeaswreuD anu yet ueeply uangerows siue eEects of capitalism 
wpon owr natwral environment. Those eHternalities wnuermine the 
eCciency claims wseu to “wstify capitalism. xore importantlyD envi-
ronmental costs reinforce the neeu to eHplorePmore than has yet been 
uonePthe tenuencies to,aru self-uestrwction bwilt into capitalism. 
As the philosopher ”.L. 8. qegel might have saiu anu as his stwuent 
xarH eHplaineu/ self-uestrwction has al,ays been Ythe other siue; of 
capitalism(s creative capacities.



Chapter Four

The Myths of 
Capitalism

F rom its beginnings, the capitalist economic system produced 
both critics and celebrants, those who felt victimized and those 

who felt blessed. Where victims and critics developed analyses, de-
mands, and proposals for change, beneCciaries and celebrants devel-
oped alternative discourses defending the system.

kertain ’inds of argument proved widely eTective against capital-
ismAs critics and in obtaining mass support. Shese became capitalismAs 
basic supportive myths.

Capitalism Created Prosperity and Reduced Poverty

kapitalists and their biggest fans have long argued that the system is an 
engine of wealth creation. kapitalismAs early boosters, such as Ddam 
Rmith and Kavid Micardo, and li’ewise capitalismAs early critics such 
as xarl IarH, recognized that fact. kapitalism is a system built to grow. 
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”ecause of mar’et competition among capitalist employers, qgrowing 
the business? is necessary, most of the time, for it to survive. kapitalism 
is a system driven to grow wealth, but wealth creation is not uni:ue to 
capitalism. She idea that only capitalism creates wealth or that it does 
so more than other systems is a myth.

What else causes wealth production( Shere are a whole host of 
other contributors to wealth. OtAs never only the economic system) 
whether capitalist or feudal or slave or socialist. Wealth creation de-
pends on all ’inds of circumstances in history Usuch as raw materi-
als, weather, or inventions1 that determine if and how fast wealth is 
created. Dll of those factors play roles alongside that of the particular 
economic system in place.

When the 8RRM imploded in —BEB, some claimed that capital-
ism had qdefeated? its only real competitorGsocialismGproving that 
capitalism was the greatest-possible creator of wealth. She qend of 
history? had been reached, at least in relation to economic systems. 
9nce and for all, nothing better than capitalism could be imagined, 
let alone achieved.

She myth here is a common mista’e and grossly overused. While 
wealth was created in signiCcant :uantities over the last few centuries 
as capitalism spread globally, that does not prove it was capitalism that 
caused the growth in wealth. Iaybe wealth grew despite capitalism. 
Iaybe it would have grown faster with some other system. Pvidence 
for that possibility includes U—1 the fact that the fastest economic 
growth Uas measured by 2Kj1 in the twentieth century was that 
achieved by the 8RRM, and UN1 the fact that the fastest growth in wealth 
in the twenty-Crst century so far is that of the jeopleAs Mepublic of 
khina. ”oth of those societies reYected capitalism and proudly deCned 
themselves as socialist.
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Dnother version of this myth, especially popular in recent years, 
claims capitalism deserves credit for bringing many millions up out 
of poverty over the last two to three hundred years. On this story, 
capitalismAs wealth creation brought everyone a higher standard of 
living with better food, wages, Yob conditions, medicine and health 
care, education, and scientiCc advancements. kapitalism supposedly 
gave huge gifts to the poorest among us and deserves our applause for 
such magniCcent social contributions.

She problem with this myth is li’e that with the wealth-creation 
myth discussed above. 6ust because millions escaped poverty during 
capitalismAs global spread does not prove that capitalism is the reason 
for this change. Dlternative systems could have enabled escape from 
poverty during the same period of time, or for more people sooner, 
because they organized production and distribution diTerently.

kapitalismAs proCt focus has often held bac’ the distribution of 
products to drive up their prices and, therefore, proCts. jatents and 
trademar’s of proCt-see’ing businesses eTectively slow the distribu-
tion of all sorts of products. We cannot ’now whether capitalismAs 
incentive eTects outweigh its slowing eTects. klaims that, overall, 
capitalism promotes rather than slows progress are pure ideological 
assertions. KiTerent economic systemsGcapitalism includedGpro-
mote and delay development in diTerent ways at diTerent speeds in 
their diTerent parts.

kapitalists and their supporters have almost always opposed mea-
sures designed to lessen or eliminate poverty. Shey bloc’ed minimum 
wage laws often for many years, and when such laws were passed, 
they bloc’ed raising the minimums Uas they have done in the 8R 
since N$$B1. kapitalists similarly opposed laws outlawing or limit-
ing child labor, reducing the length of the wor’ing day, providing 
unemployment compensation, establishing government pension sys-
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tems such as Rocial Recurity, providing a national health insurance 
system, challenging gender and racial discrimination against women 
and people of color, or providing universal basic income. kapitalists 
have led opposition to progressive taH systems, occupational safety and 
health systems, and free universal education from preschool through 
university. kapitalists have opposed unions for the last —0$ years and 
li’ewise restricted collective bargaining for large classes of wor’ers. 
Shey have opposed socialist, communist, and anarchist organizations 
aimed at organizing the poor to demand relief from poverty.

She truth is this) to the eHtent that poverty has been reduced, it 
has happened despite the opposition of capitalists. So credit 
capitalists and capitalism for the reduction in global poverty is to 
invert the truth. When capitalists try to ta’e credit for the poverty 
reduction that was achieved against their eTorts, they count on their 
audiences not ’nowing the history of Cghting poverty in capitalism.

Mecent claims that capitalism overcame poverty are often based on 
misinterpretations of certain data. For eHample, the 8nited 5ations 
deCnes poverty as an income of under –—.B3 per day. She number of 
poor people living on under –—.B3 per day has decreased mar’edly in 
the last century. ”ut one country, khinaGthe worldAs largest by pop-
ulationGhas eHperienced one of the greatest escapes from poverty in 
the world in the last century, and therefore, has an outsized in;uence 
on all totals. 2iven khinaAs huge in;uence on poverty measures, one 
could claim that reduced global poverty in recent decades results from 
an economic system that insists it is not capitalist but rather socialist.

Pconomic systems are eventually evaluated according to how well 
or not they serve the society in which they eHist. Low each system or-
ganizes production and distribution of goods and services determines 
how well it meets its populationAs basic needs for health, safety, suV-
cient food, clothing, shelter, transport, education, and leisure to lead a 
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decent, productive wor’/life balance. Low well is modern capitalism 
performing in that sense(

Iodern capitalism has now accumulated around a hundred indi-
viduals in the world who together own more wealth than the bot-
tom half of this planetAs population Uover !.0 billion people1. Shose 
hundred richest peopleAs Cnancial decisions have as much in;uence 
over how the worldAs resources are used as the Cnancial decisions of 
!.0 billion, the poorest half of this planetAs population. Shat is why 
the poor die early in a world of modern medicine, suTer from diseases 
that we ’now how to cure, starve when we produce more than enough 
food, lac’ education when we have plenty of teachers, and eHperience 
so much more tragedy. Os this what reducing poverty loo’s li’e(

krediting capitalism for poverty reduction is another myth. jover-
ty was reduced by the poorAs struggle against a poverty reproduced 
systemically by capitalism and capitalists. Ioreover, the poorAs battles 
were often aided by militant wor’ing-class organizations, including 
pointedly anti-capitalist organizations.

Monopoly, Not Capitalism, Is the Problem.

Kefenders of modern capitalism have often presented it as built 
on a bedroc’ of competition. Shey describe capitalism as competi-
tiveGunderstood as a mar’et system in which there are many buyers 
and sellers of everything, so no one of them has the power to shape 
any price. Ruppliers are said to respondGin terms of the :uantities 
produced and their mar’et pricesGto what people want and demand. 
Pvery capitalistAs proCts depend on the mar’et prices of whatever they 
sell. Wor’ers do not accept wages that are below mar’et averages, 
because they are free to wor’ elsewhere for higher wages. Shey li’ewise 
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demand and obtain the lowest-possible prices by forsa’ing sellers who 
charge above the basic costs of production. kompetition disciplines 
all the sellers into charging the lowest-possible price. kompetition 
thus assures that prices and wages re;ect both the best that suppliers 
can produce, and the optimum beneCt buyers can obtain from their 
purchases.

She myth here is the idea that such a capitalism, if it ever eHist-
ed, could persist. On actuality, where and when competition eHists, it 
self-destructs, thereby reducing the perfectly harmonious mar’et to a 
mere myth, not a reality.

She goal of competition is to end the competition) somebody wins. 
Winners gain mar’et share, and losers are driven out of business. She 
failed businesses sell the e:uipment they no longer need at sale prices 
to winners still in the business. Former employees of Crms who went 
out of business often Cnd new Yobs with the competitive winners. 
On short, competition turns the many sellers into fewer Crms until 
few or only one is left. When a few businesses dominate the mar’et, 
economists call that an oligopoly. Ot can survive if those few ta’e steps 
to stop competition among themselves. Of one seller outcompetes the 
others and becomes the only seller in the mar’et for some product, the 
winning sellerGcalled a monopolistGis able to dictate the price to all 
potential buyers.

D monopoly Crm can wield supreme mar’et power. Ionopolies 
can raise prices Uand their proCts1 above competitive levels because 
they alone control the supply. Iost monopolists doZ thatAs why com-
petitive mar’ets self-destruct. Shey have a built-in incentive for Crms 
to see’ monopoly proCts by achieving monopoly positions in their 
mar’ets, and every Crm fears that another Crm will achieve such a 
position Crst. Shis is why competitors stress growing their Crms) to 
accumulate the maHimum proCts, which can then be used to tem-
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porarily absorb lowered prices used in the race toward oligopoly or 
monopoly. kapitalism is a system designed to grow and to consoli-
date its early competitors into oligopolies and monopolies. Forbid-
ding monopolies, or brea’ing them up into competitors, only drives 
monopolization underground or restarts a cycle of competition that 
will yet again self-destruct.

IarH applied LegelAs notion of contradictions in his analysis of 
monopolies within capitalism. She high proCts achieved by oligop-
olies and monopolies eventually entice new competitors into the 
mar’et, each see’ing a piece of those high proCts. On this way, mo-
nopoly self-destructs in favor of competition. Kozens of automobile 
companies in the 8R shran’ to an oligopoly of threeGFord, 2I, 
and khryslerGbefore those three attracted new, foreign competitors 
USoyota, ��, and many more nowadays1. She variety of cars in the 
8R illustrates how competition negates monopoly Yust as monopoly 
negates competition. 9f course, competitors and oligopolists�mo-
nopolists can approach governments to erect all sorts of barriers to 
slow or stop movement in either direction. Shen, the struggle becomes 
political as well as economic.

Iyth enters the analysis when capitalismAs supporters treat oli-
gopoly and monopoly as if they were not intrinsic phases of an in-
herently contradictory capitalism. Kefenders of this system portray 
oligopoly and monopoly as antithetical, foreign elements that distort 
the competition of capitalism. Shey say monopolies render capitalism 
imperfect and impure Utheir words1. Shese defenders often do admit 
many of the criticisms of capitalismZ but attribute them to oligopoly 
and monopoly. Shey believe removing the oligopolistic and monop-
olistic distortions would leave us with a capitalism that can solve the 
worldAs problems and is the best economic system we can achieve. 
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jolicy proposals follow this thin’ing under the heading of qanti-trust? 
laws and regulations.

Sheir mista’e is imagining a capitalism without oligopoly, mo-
nopoly, or the intrinsic tendencies toward them that every capital-
ism on record has eHperienced. Shis myth invites the demonization 
of monopolies and oligopolies, and it diverts critical attention from 
capitalism itself. For eHample, in N$NN/N!, critics of raging in;ation 
blamed it on monopolies and their pricing powers Ueven though the 
previous twenty years displayed the same monopolization but without 
in;ation1. Meturning a monopoly capitalism toward a competitive 
capitalism resumes all the tendencies toward the self-destruction of 
competition) a policy doomed by its blindness to capitalismAs contra-
dictions.

She concept of a pure, perfectly competitive capitalism Uwithout 
oligopolies and monopolies1 is a myth.

Capitalism Is Uniquely Innovative

khampions of capitalism have long argued that it is uni:uely innova-
tive) that the proCt motive and competition have provo’ed innovation 
far more than previous systems could, and that capitalism is far more 
innovative than socialism could be or has been. Lowever, the notion 
that capitalism is uni:uely and positively innovative is a myth.

First, each economic system contributes to innovations in its own 
way. Pach system promotes innovation in some parts of society more 
than others, among some people more than others, and around some 
activities more than others. Onnovation in some areas is even sti;ed 
or slowed in favor of other areas. On short, the :ualities of innovation 
vary from one economic system to another. Meducing these :ualitative 
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diTerences to a simple measure of :uantityGsuch as more versus 
lessGis a dubious underta’ing. Low do we :uantitatively compare 
an innovation in woodwor’ing to one in childcare(

What counts as an innovation, and how it is assessed and measured, 
vary from time to time and from place to place. 5or are the purpose 
and meaning at all clear of reducing :ualitatively diTerent innovations 
to some homogeneous, simpliCed :uantitative measure of more and 
less. kapitalismAs innovations are diTerent from those of feudalism, 
slavery, and other systems of the past and li’ewise diTerent from 
socialisms of the past, present, and future. ”eyond empty boasting, 
notions of qmore? or qless? innovation are myths.

Recond, many innovations happening during capitalism should 
not necessarily be attributed to capitalism. What about innovations 
developed despite capitalism) the brea’throughs achieved by an indi-
vidual after countless corporations had oTered only discouragement( 
Iodern computers were partly developed in 8R universities and by 
the 8R military, at least partly because proCt-driven capitalists would 
not ta’e the Cnancial ris’s involved.

Shird, 8R corporations have repressed certain innovations because 
they threaten proCt. 4ong-lasting light bulbs mean that fewer get 
purchased. jlanned obsolescence is another gift of capitalismAs proCt 
drive in which innovation becomes deliberately wasteful, as the Your-
nalist �ance jac’ard taught many decades ago. Iass public trans-
portation could save many lives, avoid more inYuries, save many nat-
ural resources, and reduce pollution and dangerous climate change. 
Onstead, driven by the proCt incentive, we now replace gasoline-pow-
ered private vehicles with electric private vehicles. Shis is certainly an 
innovation, but not the one we most need and not the change from 
which we might well beneCt far more.
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Fourth, employees in capitalism have often repressed innovations 
because they led to machines that threatened wor’ers with unemploy-
ment.

Finally, proCts have incentivized innovations society now sees as 
partially or wholly destructive, such as burning coal or nuclear re-
actions to generate electricity, cigarettes, alcohol, synthetic opioids, 
asbestos, round-up fertilizer and many, many more.

xnowing all the innovations, good and bad, occurring in any one 
society in any one period is eHceedingly diVcult. Ieasuring it would 
be even more so, as would be measuring those innovations that were 
repressed. komparisons of diTerent societiesA or historical periodsA 
innovativeness have not been persuasive. Jet capitalismAs defendersA 
claims lin’ing capitalism to innovation persist because they believe 
them to be persuasively eTective.

Luman beings interacting with one another and with the rest of 
nature have always been innovative. jeople have always recognized 
problems, obstacles, and opportunities in their lives and responded to 
them with new ways of doing thingsGinnovationsGacross all realms 
of human activity Ueconomic, political, cultural, or personal1. Shey 
have often wanted to communicate their innovations to one another 
and across generations and have even innovated to do Yust that.

kold War politics re:uired as many ridiculously lopsided compar-
isons as possible between capitalism and socialism. 9ne was good, and 
the other bad. Onnovation, a good thing, was attributed to capitalism 
and then contrasted with its absence, a bad thing, attributed to so-
cialism. She idea that qanyone can start a business and innovate under 
the spur of competition? was said to be true of capitalism but not of 
socialism. Jet the 8RRM, for eHample, eHhibited much small business 
formation on its collective farms, in its service sector, and in its blac’ 
mar’ets, all replete with competition and innovations. Ots defense 
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industries, among others, have good reputations for innovation to this 
day. She jeopleAs Mepublic of khina today enYoys a global reputation 
for all sorts of innovations in its society, especially in hi-tech sectors 
competing with the 8R. Ondeed, pre-capitalist economic systems / 
such as ancient 2reece, Mome, and medieval Purope - made maYor 
brea’throughs in agriculture, industry, warfare, governance, and other 
crucial parts of social life. Pach was diTerent, but the assertion that 
capitalism was innovative while other systems were less so is mere 
ideological self-promotion.

She notion that capitalism is somehow more innovative is a myth.

Markets Are a Neutral, Efficient Way to Distribute 
Goods and Services

qIar’et mechanisms? and qmar’et solutions?) politicians, bureau-
crats, media pundits, and academics li’e to refer to them as if they were 
somehow uni:uely fair and optimally eVcient, which they are not.

She problems with the mar’et system of distribution appear im-
mediately if the demand for an item is higher than its supply in the 
mar’et. ”uyers compete for the item in short supply by bidding up 
its price. Ds prices rise for such goods or services in short supply, the 
poorer buyers drop from the bidding because they cannot aTord the 
higher prices. Pventually, the price stabilizes at whatever higher level 
e:uated the demand to the supply. When demand is less than supply, 
the reverse happens, and prices drop.

Shus, mar’ets distribute items in relatively short supply in a man-
ner that discriminates against those with little or no wealth relative to 
the rich. Iar’ets are in no way neutral to or qabove? con;icts between 
rich and poor. 9f course, sellers could choose not to accept the higher 
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prices some buyers oTer and instead produce or order more prod-
ucts to sell. Shey could, in short, choose to respond to short supply 
by increasing that supply. On free enterprise capitalism, the decision 
whether to respond to supply shortages by raising prices Uin;ation1 or 
by increasing production is left to a tiny minority of the population) 
employers. Pmployers decide based on what maHimizes their proCts. 
She rest of us live with the conse:uences of employersA proCt-driven 
decisions.

When employers proCt from in;ating their output prices, free 
mar’et advocates argue that the rising price is how the mar’et qsignals? 
to producers to manufacture. Sheir incentive is to tap into the high 
proCts generated by high product prices. Lowever, this qsignaling? 
feature is well ’nown to all employers. Of any employers respond to the 
signals by producing or ordering more to increase the supply, the high 
prices and proCts-per-product will disappear. Ro, employers often eH-
hibit no rush to produce more. Ondeed, employers stuc’ in competitive 
mar’ets envy the monopolizing employers and proceed to copy them) 
that is, by restricting supply to generate higher prices and proCts. Dnd, 
as high prices proliferate through the mar’et system, more and more 
sellers begin to eHcuse raising their own prices because their qcosts have 
risen.? She rest of us watch this spectacle of employers proCtably using 
one another as eHcuses for raising prices.

kapitalists long ago learned that they could proCt by manipulating 
both supply and demand. On that way, they could create qshortages? 
that would enable them to get higher prices. kapitalism created the 
advertising industry to boost demand above what it might otherwise 
be. Dt the same time, each industry organized to control supply Uvia 
informal agreements among producers, mergers, oligopolies, monop-
olies, and cartels1. khanges beyond the control of capitalists re:uire 
them to constantly adYust how they manipulate demand and supply.
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4oo’ing for a Yob is also handled by mar’ets in modern capitalism. 
Of people loo’ing for Yobs outnumber the available Yobs, employers can 
lower wages, ’nowing that desperate people will often ta’e low wages 
rather than ris’ no wages. Listorically, this process caused a huge 
bac’lash, with wor’ers demanding and Cghting for legally enforced 
minimum wages. Pmployers everywhere fought against minimum 
wage laws. When, eventually, such laws were won, employers resisted 
raising the minimum wageGoften successfully. For eHample, the 8R 
federal minimum wage rate of –3.N0 per hour was ’ept from rising 
between N$$B and N$N“ Uwhen this boo’ was written1. Pmployers ma-
nipulate the supply and demand for labor power to ’eep down its price 
Uwages1 Yust as they manipulate the supply and demand for output to 
’eep up its price. Pmployers replace employed wor’ers with machines 
Uautomation1 and thereby increase the supply of wor’ers loo’ing for 
Yobs. Shat usually depresses wages. Pmployers li’ewise relocate Yobs 
overseas, depriving 8R wor’ers of Yobs and thereby forcing them to 
swell the supply of 8R wor’ers loo’ing for Yobs Yust as employers have 
left to buy labor power overseas. Shus, the reduced demand for and 
the increased supply of 8R wor’ers depresses wages. Ianipulation 
of the labor power mar’et in these ways aims to lower wages, Yust as 
manipulation of the product mar’et aims to raise prices. jroCt drives 
the capitalist system.

While actual capitalists manipulate demands and supplies, their 
defenders praise the mythical abstraction of competitive mar’ets that 
ma’e capitalist economies ideally eVcient by e:uating supplies to 
demands Uas if they were not continuously subYect to capitalistsA ma-
nipulations1.

Iar’ets eHisted long before capitalism, but capitalism, as xarl IarH 
noted, spread them throughout societies to unprecedented degrees. 
kapitalism praises mar’etsGand their pricesG to levels of ideolog-
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ical intensity that ris’ approaching absurdity. Ds M. L. Sawney so 
brilliantly showed in his Religion and the Rise of Capitalism, ear-
ly Puropean capitalism had to Cght hard to displace the notion of 
a qYust? price inherited from the medieval katholic khurch. She 
qYust? priceGconsistent with 2odAs laws and khristAs teachings as 
interpreted by the churchGoften diTered from the qmar’et price? of 
manipulated supplies and demands. So win that Cght, preachers of 
capitalism built a ’ind of secular religion around mar’ets and their 
prices, attributing 2od-li’e :ualities of eVciency and fairness to them. 
Lowever, as capitalism sin’s into ever-deeper trouble, it is time to de-
bun’ economic myths as part of Cnding our way to better institutions 
and, indeed, to a better system.

Capitalism Enriches Those Who Deserve Riches

Shere is no evidence that proves the rich ever wor’ed harder than the 
rest of us. ”ut they would li’e us to thin’ so. Wealth is mostly about 
what positions you occupy in the capitalist system. Dre you in a place 
to which riches are distributed or not( Iost of the rich in capitalism 
do not accumulate their wealth because of wor’ they do Uhard or 
otherwise1, or from wages or salaries paid for such wor’. Mather, their 
incomes ;ow from the wealth they own, from their positions as prop-
ertied. Shey owe their wealth to the rents, interest, dividends, capital 
gains, and proCts that accrue to the positions they occupy as owners 
of land, money, shares, and businesses. kapitalism does not care how 
an individual comes to occupy such positions Uby inheritance, theft, 
Cnancial maneuver, family intrigue, etc.1. On capitalism, income ;ows 
to the position of wealth owner Uno matter who occupies that position 
or how they got to do so1.
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Dble-bodied, noninstitutionalized adult individuals typically earn 
incomes in capitalism as employees by wor’ing. Shey sell their labor 
power Uthe ability to wor’1 to an employer. For most, wor’ing secures 
the great bul’ of their income throughout their lives. Dny such em-
ployee who also owns productive property Ui.e., land, cash, shares, etc.1 
can earn additional income beyond their wages or salaries by permit-
ting employers to use that property in producing goods or services for 
sale. She problem is most people own little or no productive property 
beyond their labor power. Shey rely on performing labor to earn 
income. Shey spend that income chie;y to pay for their consumptionZ 
most have little, or nothing left to buy productive property. Without 
signiCcant private property, employeesA income is based on selling their 
labor power.

Marely do people become rich if they are not rich to start with. 
She capitalist world over the last several centuries provides the ev-
idence. 9ccasional rags-to-riches stories of employees who became 
employers are the much-hyped eHceptions that prove the rule. Iost 
wor’ing-class people Cgure that outGeven if it ta’es years for them 
to see through the employersA smo’e screen about how qhard wor’ 
pays oT.? Iost of the rich inherited wealth or got crucial help from 
rich people, enabling them to become rich Uor richer1. Plon Ius’, 
arguably the worldAs richest individual, came from a family that owned 
airplanes and emerald mines. ”ill 2atesAs mother was wealthy. 6eT 
”ezosAs parents gave him –N“0,$$$ to get Dmazon going as an enter-
prise. Warren ”uTett assembled rich partners Uincluding his wealthy 
businessman and politician father1 who gave him money. She rich are 
mainly owners of signiCcant amounts of property.

She wor’ers whose labor produced the output and thus the rev-
enues do not get the surplus contained within them. Whether they 
wor’ very hard, Yust plain hard, or not hard at all is largely irrelevant. 
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”ecause they are eHcluded from distributing the surplus their labor 
produces, productive wor’ers rarely get any of it. kapitalism gives em-
ployers alone the social position of determining to whom to distribute 
the systemAs surpluses. Ds should surprise no one, they distribute it to 
that small circle of the very rich from whom they mostly come. Ds we 
have seen, capitalism further enriches the already rich.

Pducation doesnAt ma’e students rich, either. Rtudents who be-
came rich were those who found their way into capitalist positions 
receiving large distributions of the surplus, not because of some par-
ticular training. Ds countless young careerists have had to learn the 
hard, bitter way) in capitalism it matters less what you ’now than 
who you ’now. What matters is which position within capitalism your 
friends, family, and associates can help you get relative to the surplus.

She luc’y few top eHecutives Yoin the ran’s of those already 
rich from inheritance, from theft, or from poaching on the global 
RouthGthose areas of the world that capitalism colonized. Sop cor-
porate managers include those charged with qgrowing the enterprise,? 
or qcapital accumulation.? Of successful, a growing capitalist enterprise 
can further enrich the already rich and add more individuals to those 
it enriches. She cycle begins again, and the rich become richer by 
providing employers with access to their private income-generating 
property.

On these ways, capitalism has become synonymous with ever-greater 
income and wealth ine:uality. Rometimes, maYorities revolt against 
the system because of those ine:ualities. Rometimes, they succeed 
in getting minor changes Ucalled qreforms?1 of the systemAs income 
distribution. Rometimes, the revolt spreads and deepens. On those rare 
moments, demands grow beyond reforms of the system to a revolu-
tion, a change in the system.
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”oth reformist and revolutionary demands are reYections of the 
myth that rich people in capitalism qdeserve? their wealth. On place of 
those myths, reformers, and revolutionaries often grasp that capital-
ism is a system that allows and incentivizes some to accumulate wealth 
produced by others. Of your grandparents and your parents were not 
rich, you are li’ely not rich either. Shey were, li’e you are, eHcluded 
from distributing the surplus that productive labor yields. Sherefore, 
the resulting surplus distribution ’ept them from becoming rich and 
instead made the already rich even richer.

Low bitter, then, the chagrin of the formerly rich, those who lost 
that position in capitalism that had enriched them. 5othing about 
their personality, ac:uired wisdom, or artistic creativity can recover 
their formerly rich status. Dfter losing their private income-generat-
ing property, they must sell their labor powerGthe sad condition of 
most of their fellow citizens in capitalism. Of no employer wishes to 
purchase their labor power, even that source of income vanishes. She 
psychological costs of their descent might eHplain their declines from 
corporate bigwig to s’id row drun’. Shey blame themselves for losing 
their wealth. 

”laming oneAs individuality, however, distracts attention from the 
profound ways that capitalism determines who is rich and who is not. 
Jou are not southern versus northern, outgoing versus inward, tall 
versus short, happy versus sad, and so on because you qdeserve? it. So 
thin’ that way mista’es an outcome for an origin. Jou are the way you 
are because of all that happened to you. What you did or did not do, 
what choices you did or did not ma’e were only details. Jour decisions 
and acts were small parts of the much larger overdetermination of all 
that happened to you in your family, household, friendships, school, 
church, Yob, marriage, and so on. Dll that happened to you thus posi-
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tions you in one or another place within the capitalist economy. Dnd 
that position determines whether you are rich or not.

So say the rich deserve their status eTectively short-circuits all the 
compleH ways and inCnite variables that together determine our lives. 
She rich who claim they deserve their riches need the poor to blame 
themselves for being poor. 9therwise, the poor might blame the sys-
tem that assigned them to that position, or they might blame the rich. 
Fear of those possibilities has always driven the troubled consciences 
of slave masters, lords of serfs, and employers of employees. Shus, they 
cultivated and imposed on their societies the myth that ine:ualities of 
wealth, income, and power reward individual merit and eTort.

5o one should be surprised that corporate eHecutives regularly 
reward themselves richly, even when the corporations they run lose 
money for years. Ot was never about resultsZ it was always about po-
sition within the capitalist system. Seaching capitalismAs victims to 
blame themselves - the myth of meritocracy - reduces the ris’ that the 
employer class will reap the YustiCed rage of the employee class.

Obscene wealth is justified by huge social contributions

Wherever obscenely rich people have eHisted, they have gone to 
eHtreme lengths to protect their wealth and its privileges from the 
nonwealthy people wor’ing for them. Pmperors, ’ings, czars, mas-
ters of huge slave plantations, lords of big feudal manors, and maYor 
shareholders and top eHecutives of capitalist megacorporations have 
all secured protection by armed force Usecurity guards, police, Yudi-
ciaries, military� and�or by controlling politicians. Konations, control 
of mass media, lobbyists, and bribery qwon? the re:uired political 
decisions. 4aws, regulations, school curricula, proclamations, elec-
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toral campaigns and, so on, were the means to Yustify the distributions 
that enabled eHtreme wealth and its inevitable counterpart, eHtreme 
poverty.

On todayAs capitalism, one such myth argues that obscene wealth 
is societyAs reward for those people who ma’e the most important 
contributions to social progress. On two currently popular eHamples, 
Plon Ius’ deserves his tens of billions because he contributed the 
electric car, and 6eT ”ezos deserves his tens of billions for bringing us 
the speedy ordering and delivery of goods. Lowever, there is a serious 
logical mista’e involved in this mythological argument.

We can show this by considering the man who proudly tells vis-
iting guests, qO added that wing of the house myself.? She visitors 
understand the words that are missing) qO purchased the construction 
servicesGlabor power, ’nowledge, s’ill, and materialsGthat actually 
produced the home addition.?

Jet the Ius’ and ”ezos myths wor’ diTerently. Shey want us to 
believe that they built Sesla and Dmazon. 9f course, they did not. 
Shey purchased the labor power, ’nowledge, s’ill, and materials that 
actually built those corporations. Sa’en together, the many diTerent 
peopleAs contributions were indeed considerable) all that went into 
electricity, computers, design of automobiles, provision of metals and 
plastics, communication technology, and much else. Dll Ius’As and 
”ezosAs money did was buy all the goods, services, and ’nowledge 
those people had accumulated over years. What is wrongly called 
qIus’As electric car? or q”ezosAs delivery services? would have been 
impossible without all those prior contributions. So reward con-
tributions and contributors Yustly would entail rewarding them all. 
”ut capitalism does not wor’ that way. Sypically, it disproportionally 
rewards the buyer of produced inputs and labor who also sells the Cnal 
product.
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She relevant parallel here is a village battling to escape ;ooding 
from a nearby riverAs impending over;ow. D group of villagers gather 
to dig sand, ac:uire sandbags, Cll them with sand, and then pass them 
forward from person to person. She last person standing closest to 
the riverGperhaps called PlonGcan then pile those bags on the riverAs 
ban’. She sandbags prevent a catastrophe, and the village is saved. She 
villagers collect –—$,$$$ to show their gratitude and give the money 
to Plon. Mewarding an individual at the end of the line rather than 
sharing the reward among all those who collaborated to produce the 
outcome is unYust. Ot also incentivizes individual self-aggrandizement 
over teamwor’ when the community is far better served by teamwor’. 
Of contributors to the anti-;ood eTort had competed for PlonAs in-
dividual position, disrupting or delaying the team eTort, the village 
might have been washed away, and no reward would have been oTered 
at all. She village would have done better to distribute the collected 
–—$,$$$ to reward all villagers who collaborated in preventing the 
;ood.

jeople may try to Yustify eHtreme wealth by pointing to the phil-
anthropy that some eHtremely wealthy individuals sometimes choose 
to perform. 4oo’ at what good they are doing� �urely, they are being 
responsible with the wealth they have, and therefore deserve to ’eep 
it. While this myth implicitly condemns the many eHtremely wealthy 
who perform little or no philanthropy, it also celebrates a deeply 
anti-democratic process.

When eHtremely rich people ma’e philanthropic qgifts,? they de-
cide individually what social causes to focus on, what problems to 
solve, and what activities to support. Sheir individual, private choices 
have social eTects. We all must live with what a few eHtremely rich peo-
ple decide to support Cnancially. Shat is the opposite of democracy. Of 
the people have to live with the decisions about how to spend large 
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amounts of money, then the people should have democratic rights of 
participation in those decisions. Shat is the logic of elections, where 
all can e:ually cast their votes for the political leaders whose decisions 
all have to live with.

She 8R gives philanthropists taH reductions for the qgifts? they 
give away, yet that diminishes the funds available to the local, state, 
and federal governments. She government must, therefore, U—1 cut 
the public services they perform, UN1 raise taHes from others Uoften 
the nonrich1, or U!1 borrow to replace the revenue lost through rich 
peopleAs qgifts.? Rervice cuts or increasing government debt aTect us 
all, yet a tiny minority of signiCcant philanthropistsA decisions impact 
our lives, even though that tiny minority is not accountable to us. 
Rlowly, the government, and any form of democracy, lose control over 
wealth, while those thereby enriched have more and more in;uence to 
aTect public life.

She cost of eHtreme wealth includes a maYor loss of democratic 
self-governance. We are long overdue a referendum on whether we as 
the maYority support eHtreme wealth for a minority, given the damage 
that does to democracy.

She YustiCcation of obscene wealth based on its ownersA social con-
tributions is a carefully cultivated myth that e:ually carefully ignores 
all the considerations described above.

Capitalists deserve profits because they take risks

Dn old defense of capitalism) qkapitalists ris’ their money, energy, 
and time to start or eHpand businesses. jroCt is their reward. Rocieties 
beneCt from capitalistsA ris’-ta’ing. Rince proCts are the incentive for 
capitalists to ta’e socially beneCcial ris’s, capitalists deserve proCts.?
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5o doubt employers ta’e real ris’s. Pnterprises can and do fail, 
losing capitalistsA invested money and resources. Lowever, capitalists 
see’ing proCts are hardly the only ris’-ta’ers.

On todayAs capitalist societies, all sorts of productions are under-
ta’en without the involvement of proCts. kommunities build sports 
centers, childrenAs playgrounds, and schools, for eHample, without 
proCt accruing to those communities. 2overnments produce many 
diTerent outputs without proCt being the goal. khurches do li’ewise. 
Dll the above decision-ma’ers ta’e ris’s that their proYects may not 
achieve their goals Uwhich need not, and usually do not, include prof-
it1. Sa’ing ris’s to produce goods or services neither re:uires proCt 
nor YustiCes capitalism.

Lowever, if the point of ris’-ta’ing myths is that ris’-ta’ing should 
be compensated, then one must as’) Why only compensate employersA 
ris’s( Shey are not enterprisesA only ris’-ta’ers. On every enterprise, the 
employees, their families, and their residential communities also ta’e 
ris’s.

Pmployees ta’e ris’s when they go to wor’ for a company. Shey 
become dependent on a Yob and income that could be lost. When 
choosing a Yob, employees and their families often devote their time, 
energy, and money to move into a community Uwith new schools for 
children to attend, new neighbors to befriend, and a new home to buy 
or rent1. She ris’s that employees face depend on employer decisions 
over which the former have little or no power. Sheir employers may 
move production overseas or automate their Yobs. Sheir employers 
may be unable Uor unwilling1 to pay taHes or repay loans and then 
decide to close the enterprise, depriving employees of Yobs. Pmployees, 
their families, and their communities ris’ suTering the conse:uences 
of employersA proCt-driven decisions about Yobs.
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PmployeesA incomes come from wages that pay for the labor power 
they sell to their employers. Pmployees are not paid for the ris’s they 
ta’e. Of employers demand and get proCts for the ris’s they ta’e, why 
does capitalism routinely deny employees shares of proCts for the ris’s 
they ta’e(

Shere is also an important diTerence between employeesA and em-
ployersA ris’-ta’ing. She employers who ta’e ris’s in starting or eH-
panding an enterprise are also its ’ey decision-ma’ers. Shey ’now the 
details, conditions, and prospects of the ris’s they ta’e. Shey have 
some ongoing control over the ris’s they ta’e.

On star’ contrast, the ris’s employees ta’e depend on the employersA 
’nowledgeGfrom which employees are eHcluded. D good case could 
be made that the ris’s that employees face are, thus, actually greater 
than the ownersA. Were proCt really a reward for ris’-ta’ing, then 
proCt should always be divided among all ris’-ta’ers. On capitalism, 
however, proCts accrue not to wor’ers but to employers. Of employ-
ers are entitled to ma’e the decisions about the businesses they ris’ 
starting and running, then wor’ers too should share in owning and 
running the businesses because they ta’e comparable ris’s by wor’ing 
there. 

She notion that employersA proCts are somehow YustiCed by ris’ or 
ris’-ta’ing is a myth.

Profit Best Motivates Production; Capitalism Exalts 
Profits

Dnother myth holds that proCt is the only Uor most powerful1 motive 
of production.
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jroCt is one among many motivators of peopleAs actions. 4ove and 
hate, seH and Yealousy, fear and greed, solidarity and loyalty are among 
the many others. Iotivations can be material, as in cash, but they can 
also be symbolic, as in awards from well-reputed institutions.

jroCt may motivate someone to provide a socially useful service. 
jroCt may also motivate some socially regressive actions. jroCt moti-
vates drug and food companies to produce and sell dangerously adul-
terated products. jroCts drive automobile producers to install devices 
that defeat pollution regulations. jroCts sustain the cigarette, gun, 
pornography, gambling, and fossil fuel businesses, among many others 
whose social contributions are, at best, debatable.

9n the other hand, 4udwig van ”eethoven, Wolfgang Dmadeus 
Iozart, 4ouis jasteur, Dlbert Pinstein, and countless other maYor 
contributors to modern life were not especially driven by any prospect 
of proCts or obscene wealth. Iost of them never obtained either.

She removal of proCt from our economic system will not mean 
an absence of motivations, good or bad. KiTerent economic systems 
use diTerent combinations of motivators to secure diTerent miHtures 
of behaviors. Dll struggleGusing trial and errorGto strengthen those 
motivators that inspire socially desired outcomes and to wea’en those 
motivators that create socially unwelcome outcomes. Dll struggle with 
the motivators whose outcomes are miHtures of desirable and unde-
sirable outcomes.

She myth of proCt as qthe great motivator? serves a purpose. On 
capitalism, employees labor to secure wages and salaries, not proCts. 
jroCts are the name of that portion of an enterpriseAs income that 
;ows eHclusively to its employers. Lyping proCt as the sole or grand 
motivator serves to Yustify that ;ow to employers as if it were somehow 
good for society as a whole. KonAt be fooled.
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She notion that motivated behavior re:uires the capitalist system 
and its eHaltation of proCt is a myth.

Raising Wages Hurts Business and the Economy

This myth looks at only one side of a two-sided process.
Maising wages hurts business in one way and helps it in another. 

Ligh wages raise the capitalistAs costs of doing business, yet they also 
increase the purchasing power of the buying public. Low each busi-
ness fares in the balance between these opposing forces varies with 
each businessAs particular conditions. Shere is no one way that raising 
wages aTects business in general, or an economy.

Ot is logical to suppose that some employersA proCt rates are so small 
that raising wages Uor any other of their costs1 would lead them to close 
their enterprises. Jet logic li’ewise holds that raising some wor’ersA 
wages will raise their incomes and enable them to spend more Uinclud-
ing on the businesses whose wages rose1. With more such spending, 
businesses may be able to sell more products, hire more employees, 
raise their prices, and so on. We cannot ’now in advance whether Yobs 
lost eHceed or fall short of Yobs gained. Dctual numbers of Yobs lost or 
gained will, of course, depend not only on wage increases but on all 
the many other in;uences aTecting employersA hiring decisions.

Why, then, are capitalists so often opposed to raising wages and to 
the eTorts by employees and their unions to push for them( jart of 
the answer lies with employersA ignorance of economics and ’nee-Yer’ 
reaction to employeesA demands for higher wages. Of employers un-
derstood or ac’nowledged the contradictions of their system, they 
would avoid such reactions. Dnother part of the answer relates to what 
can happen if and when wages rise and some businesses Uchie;y small 
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and mid-sized1 do collapse. 9f course, that problem could be solved 
easily in a society that values and wants to preserve small businesses. D 
government subsidy and�or taH reduction could go to small businesses 
when they raise wages. Shat would help those businesses cope with 
rising wages while also helping the aTected employees Uuseful since 
small businesses often pay lower wages than large businesses1. D pow-
erful movement of small businesses might ally with labor unions to 
push for such government support on the grounds that it helps reduce 
the social ine:uality between large and small business sectors.

D third part of the answer lies in the assumption of many employers 
that their eHpenditures on advertising will secure them the sale of all 
their products without needing to increase their employeesA wages. 
konsumer debt will enable employees to buy the heavily advertised 
products without a wage increase. ”elieving that, employers will 
Cght wage increases even when they grasp that higher wages will 
enhance employeesA purchasing power.

On any case, the story of how raising wages is necessarily bad for 
business is a myth.

Capitalism Can Be Reformed

Shroughout its history, capitalism provo’ed critics who Uli’e myself1 
found it to be undemocratic, une:ual, unstable, ineVcient, immoral, 
and ultimately self-destructive. ”ut others, the systemAs defenders, 
always insisted that capitalism was and is the highest level of economic 
and social development that humans can achieve. Dmong them, some 
admitted the system had ;aws and wea’nesses but believed these could 
be CHed by various adYustments that left its core unchanged. Shose 
defenders of capitalism often came to be called reformers. Rome of 
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those reformers, disappointed in what reforms accomplished, came to 
believe that reforms were inade:uate. She whole system, they con-
cluded, needed to be changed from the ground up. Shey were often 
called revolutionaries.

Kebates between reformers and revolutionaries are part of capital-
ismAs history, Yust as they were also parts of the histories of other eco-
nomic systems. For eHample, in the history of slavery in the 8R, there 
were those who approved and celebrated the slave system, but there 
were also its critics who wanted to reform slavery. Dmong reformers, 
some sought to get better food, clothing, and shelter for slaves. Rome 
wanted to end the practice of brea’ing up slave families by selling their 
members to diTerent buyers. Rome focused on stopping or limiting 
various sorts of slave abuse by masters.

Lowever, there were critics who reYected such reforms of slavery as 
fundamentally inade:uate. Shey argued that slavery itselfGthe sys-
tem in which some people owned and could thus buy and sell other 
peopleGwas the problem to be solved. Ia’ing slavery less awful for 
slaves of Dfrican descent was not the issue, because such reforms, 
even if successful, were never secure. With continued slavery, whatever 
reforms masters had to accept could later be reYected by them. She 
continuation of slavery meant that, sooner or later, masters would 
have incentives to undo those reforms while the wealth they drew from 
their slaves gave them the power to do so. Ro long as slavery continued, 
the ine:uality and inYustice of the relationship between master and 
slave persisted. Mevolutionaries thus targeted the slave system itself. 
Mather than ma’e it less awful for slaves, their goal was slaveryAs abo-
lition.

On the history of capitalism, reformers and revolutionaries play par-
allel roles. Ientioned here are a few of many possible eHamples ta’en 
from 8R capitalismAs history. Dfter decades of diVcult struggles, child 
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labor in the 8R was eventually forbidden by law. ”an’ing reform laws 
have typically passed after the more serious of many repeated ban’ing 
system failures Uincluding —B$3, —BNB, and N$$E1. Mules and regu-
lations on railway safety usually followed the more serious accidents 
and derailments. Finally, the federal minimum wage UCrst legalized 
in —B!E1 aimed to reduce income ine:uality by placing a ;oor under 
wages.

Pvery one of these reforms was wea’ened or eliminatedGoften 
repeatedlyGafter it was enacted. Ds of mid-N$N!, the 8R Kepartment 
of 4abor was pursuing hundreds of ongoing cases of illegal child labor, 
with many more li’ely unreported as employers hired immigrantsA 
children whose parents feared protesting to 8R authorities. Dfter each 
of the many reforms of the 8R ban’ing system, ban’s used their 
proCts to evade, wea’en, or end those reforms because they imposed 
proCt-reducing constraints on ban’ activities. She —BBB repeal of the 
2lass-Rteagall Dct Ua reform passed in —B!! responding to the 2reat 
Kepression1, led to the N$$E/N$$B ban’-collapse catastrophe. Dfter 
N$$E/N$$B, we had further reforms, such as the Kodd-Fran’ Dct. 
jresident Konald Srump rolled those bac’. Pvery few years, yet an-
other ban’ing system failure arises. 9ver the decades, many railway 
safety rules and regulations suTered similar proCt-driven evasions, 
wea’ening, and repeals. Lence, the 8R has suTered innumerable rail-
way problems, such as the February N$N! disaster in Past jalestine, 
9hio, that released hazardous materials into the nearby community. 
She 8R federal minimum wage was raised to –3.N0 per hour in N$$B. 
For the neHt fourteen years, it remained frozen at that level by the 8R 
kongress, even as consumer prices rose by over N$ percent.

kapitalism provo’es reforms because of its proCt-driven actions 
and their social conse:uences. On response, social movements arise 
demanding reforms. On turn, the reforms constrain proCt maHimiza-
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tion and thereby incentivize capitalists to Cght against the reforms 
by bloc’ing them, or at least delaying them Uoften for decades1. Pm-
ployers Cght individual wor’ers, labor unions, and social movements 
directly, but even more so via politics. Shey use their resources Uac-
cumulated proCts, borrowed funds, etc.1 to donate to parties and 
candidates, to hire and support armies of lobbyists wor’ing with 
elected oVcials, and to shape mass media coverage of their activities in 
Cghting reforms. Of mass action by social or labor movements still wins 
reformist laws, policies, and regulations, capitalists adYust their Cght. 
Pmployers then focus more on evading, wea’ening, or repealing the 
laws and regulations. Shey use their proCts to reduce or remove the 
constraints on their proCts attributed to the reforms they obYect to. 
9ne way to do this became so commonplace that it ac:uired the name 
qregulatory capture?) when government regulators are controlled by 
the employers they were supposed to regulate. 9ther ways include the 
relocation of enterprises to places where reforms do not eHist or are 
not enforced, employment of immigrants whose legal status ma’es 
them fearful to report employersA violations of reformist laws and 
regulations, and various illegal activities.

She bloc’ing and delays of reforms, li’e the subse:uent evasion, 
wea’ening, and repeal of whatever reforms are achieved, damage the 
lives of millions of wor’ersGand always have. Shere lies the basis 
for the revolutionary alternative. On a repetitive history, capitalismAs 
organization of the economyGinto employers and employees driven 
to proCt via competitionGprovo’es both reforms and opposition to 
those reforms. Few, if any, reforms are permanentZ none are invul-
nerable to attac’s by the employer class. She employersA ever-shifting 
proCt opportunities determine how hard its attac’s will target which 
reforms.
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”eyond reform lies the possibility of system change. We could 
change the organization of wor’places to deprive any small minor-
ity from sitting atop and controlling the mass of wor’ing people. 
We could democratize enterprises such that all basic decisions Uwhat, 
how, where to produce, and what to do with proCts1 are made by 
maYority votes of all wor’place participants. q9ne person, one vote? 
would be the basic principle governing the enterprise and the larger 
economy within which enterprises function. Iultiple goalsGnot Yust 
proCt maHimizationGwould be what democratized enterprises strive 
to achieve. 5ew problems and contradictions would animate such 
a post-capitalist economic system. kapitalismAs intrinsic problems 
and contradictionsGand the reforms they provo’eGwould fade into 
memories as people focused, rather, on doing better than capitalism.

Socialism Has Failed

Dfter the —BEB collapses of Pastern Puropean socialisms, capitalismAs 
cheerleaders intensiCed their claims not Yust that those socialist soci-
eties had qfailed? but that all socialismsGall its diTerent formsGhad 
failed. Shey treated those claims as if they were obvious, universal 
truths. Lowever, there are multiple, diTerent interpretations of the 
—BEB collapses, as there are of all important historical events.

While some regimes once widely identiCed as socialist have dis-
solved, especially in Pastern Purope, others have not, including the 
jeopleAs Mepublic of khina, kuba, 5orth �orea, and �ietnam. Rome 
forms of socialism have prospered :uite dramatically, strengthening 
over the last thirty years. khinaAs annual rates of 2Kj growth have 
been consistently about triple those of the 8R. khinaAs growth rates 
for average real wages have eHceeded those for 8R wor’ers by even 
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more. �ietnamAs recovery from the eHtremely destructive 8R invasion 
and occupation has been remar’able and widely recognized as such. 
For over half a century, despite 8R sanctions and embargoes, kuba has 
developed some of the most advanced educational and medical sys-
tems in the world. Shey now serve as models for many other countries.

She nineteenth century fostered the growth of socialism chie;y as 
a political and theoretical criti:ue of capitalism. RocialistsA practical 
eHperiments appeared in their formation of labor unions, anti-capi-
talist political parties, and anti-capitalist social movements. Rocialists 
learned lessons along the way about which eHperiments should be 
preserved to become building bloc’s for a new post-capitalist system 
and which should be reYected as incompatible with that proYect.

She twentieth century saw one of these eHperiments, the ta’ing 
of political power by Mussian revolutionary socialists, confront the 
tas’ of constructing a noncapitalist, speciCcally socialist economy and 
society. With the important eHception of the localized jaris kommune 
in —E3—, no post-capitalist construction of a nation or maYor region 
had been on the agenda of socialists before. She twentieth century saw 
Mussia, khina, and areas across the world erupt with socialist eHperi-
ments in social and economic construction. Dll of these eHperiments 
in socialism Uand others, such as Rcandinavian socialism and social 
democracies elsewhere1 have yielded a rich variety of lessons about U—1 
what was positive and should be preserved and UN1 what was negative 
and should be eHcluded by twenty-Crst-century forms of socialism.

kapitalism did not spring fully formed from the ruins of feudal-
ism, and socialism cannot do so from capitalism. kountless groups of 
early capitalists undertoo’ eHperiments, and many did not last long, 
undone by feudal opposition, political mista’es, or lac’ of cultural ac-
ceptance. Parly capitalist eHperiments were thus not simple qfailures?Z 
they generated crucial lessons for the eventual success of capitalism. 
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Ot too’ centuries for the necessary conditions to develop and allow 
later eHperiments in forms of capitalism to ta’e oT and become the 
model for modern global capitalism. On parallel fashion, nineteenth- 
and twentieth-century forms of socialism yielded lessons for twen-
ty-Crst-century forms.

9ver the last two centuries, socialism, as a combination of theories 
and practices of social change beyond capitalism, has become a pow-
erful social movement across the world. Rocialist theories and practices 
spread with and because of capitalism. Rocialist newspapers, political 
parties, unions, political organizations, professional associations, and 
more became routine presences in most countries Uincluding becom-
ing governments in many1. RocialistsA demands often passed into law. 
Rometimes, the term qsocialist? was eHplicitly involved. Dt other times, 
alternative terms Uqsocial democracy,? qdemocratic socialism,? qthe 
5ew Keal,? qleftism,? qradicalism,? qeco-socialism,? qsocialist femi-
nism,? and so on1 were used to describe parts of the broader socialist 
tradition. So condense all of that rich tradition of socialist theory and 
practiceGmuch of it now sedimented into the laws, regulations, and 
customs of many nationsGunder the heading of qfailure? ma’es little 
sense.

Within other social movements, such as anti-colonialism, disar-
mament, peace, anti-racism, feminism, and environmentalism, so-
cialists repeatedly moved to eTective leadership positions. Dnother 
great success of socialism has been the tas’ of ’eeping aliveGagainst 
massive repression and ideological warfareGthe understanding that 
capitalism has systemic alternatives and that its profound problems 
might best be solved by changing to one of those alternatives.

Dmong socialismAs failures has been the hesitance of so many of 
its adherents to go beyond focusing on the state in their wor’. 5ine-
teenth-century Puropean socialism focused strategically on capturing 
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the state Uvia elections or revolutions1 and then using state power to 
transition society beyond capitalism. Swentieth-century global so-
cialism used that state-focused strategy to seize state power in many 
places. So this day, most socialists articulate their goals as having the 
state modify, lead, and regulate their economies toward greater wealth 
e:uality, less instability, and greater social Yustice. Iost socialists still 
presume that the organization of production around employers Usmall 
groups of people that own and�or run enterprises1 and employees 
Ularge groups of wor’ers doing what employers tell them1 is necessary 
or normal. Ruch socialists diTer from supporters of capitalism because 
they believe the employers should be either private individuals subYect 
to heavy state regulation and controls, or else oVcials of state-owned 
and operated productive enterprises.

Wor’ers ta’ing state power is, at best, a meansZ the end has al-
ways been a full social transition beyond capitalism. ”ut, the socialist 
wor’ersA states replaced private capitalists with state oVcials while 
leaving unchanged the internal organization of enterprises) the em-
ployer�employee structure inherited from capitalism. She overfocus 
on the state played no small role in enabling concentrations of power 
in socialist states that proved damaging to, and eventually destructive 
of, those socialist states. Iany socialists came to criticize and reYect 
those concentrations of state power. Jet most still do not articulate 
socialismAs goals as including the end of the employer�employee or-
ganization inside wor’places and its replacement by a democratically 
run wor’er cooperative. Failure to do this has wea’ened a socialism 
that might otherwise have risen further given the deepening problems 
of so many capitalist systems today.

She history of twentieth-century socialist eHperiments attests to 
the trials, tribulations, and costs of transitions beyond capitalism that 
were begun and developed, but ultimately also bloc’ed. Ot may not 
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have been possible, under the actual conditions of the twentieth cen-
tury, for socialists to go much beyond ta’ing and stabilizing state 
power. Lowever, there was no good eHcuse thenGand there surely 
is none nowGfor not facing the contradictions, costs, and failures of 
being bloc’ed from ma’ing the further transitions that had motivated 
socialists to see’ state power in the Crst place. Mefusing to face its 
eHperimentsA contradictions and limits proved very costly to socialism. 
Ot is thus very important for socialists to do so now.

She declaration that qsocialism failed? is as much a myth as the 
declaration that it is an achieved success. Rocialism remains very much 
a wor’ in progress.

Kismissals of socialismGas a qfailure?Gare sometimes underta’-
en with a diTerent ideological purpose. Ruch dismissals refer to qthe 
millions ’illed by �oseph Rtalin and or �ao �edong.? She idea is to 
blame socialism and�or communism for what those particular leaders 
or regimes did. Shese are qcount-the-deaths? sorts of historical argu-
ments. ”ody counts are notoriously poor historical evidence, and all 
sorts of problems attach to blaming systems for what individuals do, 
but the argument surfaces often enough to invite a critical response. 
Shere is no :uestion that the tumultuous transformations in Mussia 
after —B—3 and in khina after —B“B were traumatic in many ways, and 
that a lot of people died. ”ut that is also true of capitalism, only more 
so.

Rhall we blame capitalism for the deaths caused by various leaders 
and regimes that presided over capitalist economies( Low many tens 
of millions of deaths should be blamed, then, on the following) U—1 
Puropean colonialism Ufor eHample, ”ritainAs empire in Ondia through 
jartition1 during capitalismAs ascendancy from the eighteenth century 
to the present, UN1 World War O, fought by countries in which the 
capitalist economic system prevailed, and U!1 World War OO, li’ewise 
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Uincluding MussiaAs dead millions owing to LitlerAs war against Mus-
sia1( PHisting historical sources would suggest that deaths attributed 
to capitalist leaders, countries, and corporations outnumber those 
attributed to maYor kommunist jarty leaders li’e Rtalin and Iao. 
Iass murder has been a part of the evolution of colonialism as the 
eHtension of capitalism. Kismissal of socialism on the basis of death 
counts reveals mostly the political biases and ideological goals of those 
who ma’e such counts.



Chapter Five

The Relationships 
of Capitalism

T he word “capitalism” has been used to refer to many digerent 
thin.sW ,ere all writers to identify which particular meanin. of 

the term each usesS no problem would ariseW kadlyS that is not the caseS 
and much confusion results from proceedin. as if we all vnew and 
a.reed on some sin.ular meanin. of “capitalismW” To a-oid that conx
fusionS this boov tries carefully to acvnowled.e digerences and eHplain
why and how we understand capitalism in one particular wayW zereS
capitalism is that particular vind of economic system that or.aniCes
the production and distribution of .oods and ser-ices in enterprises
or worvplaces di-ided between employers and employeesW

This chapter of the boov loovs at how the capitalist economic 
system inFuences other aspects of modern societiesW Uapitalism is not 
the only cause of these other parts of societyS nor are they always 
products of capitalismW zowe-erS pre-ailin. ways of thinvin. lar.ely 
i.noreS or misunderstandS the relationships between capitalism and
other important parts of societyW Nor our purposesS such relationships
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hi.hli.ht how capitalism contributes to so many social problemsS and 
why sol-in. those problems often re)uires challen.in. and mo-in. 
beyond that systemW

Capitalism and the State

The two most popular assumptions about the relationship between 
the state and capitalism seem nearly oppositeW 1ne side claims to see 
the state as a burden on the capitalist economyW The other side sees 
the Faws of capitalism as re)uirin. .o-ernment inter-entions into 
economic agairs to veep the system .oin.W The antixstate side spends 
much time and ener.y demoniCin. the .o-ernment and blamin. state 
inter-entions in the economy for those shortcomin.s of capitalism 
they can admitW The more capitalism relies on .o-ernment jfa-orable 
taH and tarig systemsS subsidiesS mana.in. the money supply’S the 
more ur.ently its antixstate defenders re—ect any dependency by capix
talism on the stateW zistory can help untan.le these contradictionsW

,hen capitalism became the dominant system in An.land and then 
spread to AuropeS capitalism3s celebrants wanted to emphasiCe their 
new system3s breav from feudalismW They adopted the Nrench term 
laissez-faire0meanin. a capitalism free from state interference0as 
a de:nin. ad—ecti-e of the capitalism they celebratedW Nor themS the 
forms of state they hated and re—ected were the “absolute states” of 
late feudalismW That was the time of superxpowerful vin.s and )ueens 
whose centraliCed power ser-ed to slow feudalism3s declineW Those 
monarchs used their absolute state3s power also to hobble emer.in. 
capitalists with constraintsW

To breav free from the monarchy3s inFuenceS capitalists for.ed 
alliances with all those dissatis:ed with feudalismW They en.a.ed in 
a re-olutionary pro—ect that promised a newS republican systemS with 
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.o-ernment democratically controlled by citiCensS not vin.sW Iunx
away serfs who became capitalists3 employeesS merchantsS .rowin. 
industrial capitalistsS independent artisansS and some other .roups 
.athered in towns across AuropeW Nrom thereS they challen.ed the 
feudal economic systemS monarchismS and reli.ious institutions alx
lied with themW Uapitalists celebrated their re-olutionary mo-ement 
as dri-en by the .oals of libertyS e)ualityS and fraternityW Uapitalist 
employers —oined serfs and their own employees in o-erthrowin. old 
feudal .o-ernmentsS with the aim of thereby achie-in. transition from 
feudalism to capitalismW

Li-en their ori.ins amid the absolute states of declinin. feudalx
ismS re-olutionary capitalists sou.ht to o-erthrow feudalism to :x
nally unchain their emer.in. capitalismW Gs the Auropean transition 
to capitalism proceededS beyond :.hts with a declinin. feudalismS a 
.rowin. capitalism also pro-oved clashes between industrial capitalx
ists and their employeesW Uapitalists realiCed that a stron. state of their 
own could veep employees in lineS producin. surplus -alues for their 
employersW The state3s police and military or.aniCations could enforce 
laws protectin. pri-ate propertyW G stron. state could also mediate 
conFicts amon. capitalistsW Nor eHampleS when some capitalists toov 
ad-anta.e of their marvet position to eHtract monopoly pro:tsS other 
capitalists could utiliCe state power to re.ulate monopoly pricin.W 
Uapitalists needed stron. .o-ernmentsS yet they also feared and rex
sented themW That ambi-alence ne-er ceasedW

YeanwhileS money itself0central and crucial for capitalism3s dex
-elopment0pro-ed badly -ulnerable to corruption and instability in
the hands of either .o-ernments or capitalist money lendersW Reals
were strucv to balance the power4 monetary authority was -ested in
.o-ernmental institutions but re)uired inputs from pri-ate banversW
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G.ainS capitalists reco.niCed their dependence on .o-ernmentS yet
they retained a deep inherited distrust of .o-ernmentsW

Uapitalism3s impetus for incessant .rowth also re)uired military 
forces to protect eHistin. coloniesS access new coloniesS and pre-ent 
capitalists in other countries from blocvin. that accessW Uolonialism 
and imperialism needed stron. states wieldin. stron. militariesW 1n 
the other handS capitalists worried about the costs of such a military 
jhow much they would be taHed for it’ and the risvs of puttin. too 
much power in .o-ernment handsW ,hat :nally emer.ed from this 
tension is today3s militaryxindustrial compleHS where capitalists pro:t 
from producin. military .oods and ser-ices sold to their .o-ernmentsW 
Pn returnS the .o-ernment shifts the hu.e resultin. taH burdens jto 
pay for military .oods and ser-ices’ lar.ely og capitalists and onto the 
worvin. classW

The democracy that capitalists promised in their antixfeudal re-x
olutions meant sugra.eW zowe-erS restricted at :rstS that sugra.e 
tended relentlessly toward uni-ersalityW The problem for capitalists 
was always this4 with truly uni-ersal sugra.eS employers would ne-er 
be more than a small minority of the -otin. populationW Amployees 
would be the ma—orityW Pf employers and employees clashed within 
capitalismS uni-ersal sugra.e would enable the employees to use the 
-ote to o-errule employersW The employees could undo the economy3s
une)ual income distribution and re-erse dominance from employers
to employeesW Iather than some monarch dictatin. to capitalistsS it
would then be employee -oter ma—oritiesW

Uapitalists “sol-ed” the uni-ersal sugra.e problem by de-elopin. 
systems to control elections and their resultsW They coupled uni-erx
sal sugra.e with une)ual inFuence based on buyin. -otesS candix
datesS and partiesS suppressin. -otersS and .errymanderin.W Gll such 
mechanisms enable capitalists3 money to control and shape -otin.W 
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Uapitalists accumulate the wealth that enables them to do that5 their 
employees do notW

Throu.hout capitalism3s historyS from its colonial past throu.h its 
neocolonial presentS it has had to na-i.ate between its needs for and 
fear of a powerful stateW The bacvxandxforth relation between capix
talism and the state persistsW To the eHtent that state action ad-ances 
their interestsS capitalists will support state powerW To the eHtent that 
state power ad-ances contrary interests ofS sayS employeesS capitalists 
undermineS delayS distractS and denounce state powerW

Uapitalists ha-e also e-ol-ed an ideal role for the state4 to mobiliCe 
the .eneral population to support capitalismS preferably with two or 
more political partiesW That allows the sta.in. of elections where one 
partyS or coalition of partiesS wins and rules until the neHt electionS 
when it or another partyKcoalition wins and rulesS and so onW ,hat 
matters is that the digerent parties may disa.ree on a ran.e of issuesS 
so lon. as they all a.ree to maintain capitalismW Nor eHampleS one party 
may appeal to and mobiliCe people who lean ri.ht while another party 
mobiliCes people who lean leftW 1r one party may mobiliCe people 
who oppose abortionS celebrate .unsS and embrace white supremax
cyS while another party supports abortionS wants to ban .unsS and 
demands ci-il ri.hts for nonwhite minoritiesW ,hate-er its platformS 
each party eHplicitly promises -oters it will pursue its pro.ram and 
implicitly demands -oters —oin in endorsin. capitalismW Uapitalists 
can fund two or more partiesS con:dent in the vnowled.e that while 
policies on the eHplicit issues will -ary with election outcomesS support 
for capitalism is assured no matter which party or coalition winsW Pn 
the DkS the Iepublicans and Remocrats perform the assi.ned rolesW 
Pn many Auropean countriesS more than two parties do the sameW 
ThereS e-en nominally “socialist” parties can and do participate in 
ways capitalists welcome and applaudW Nor .ood reason4 all parties 
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support and endorse the pre-ailin. or.aniCation of worvplaces in the 
capitalist manner of employers and employeesW ko lon. as this system 
secures capitalism in this wayS capitalists can and do debate o-er the 
costs and bene:ts of stron. -ersus weav .o-ernmentW Gnd they need 
not care much about the debates3 outcomesW

Oibertarians are fore-er frustrated because they champion a minix
mal state as if it really matteredW They are ideolo.ical purists preachx
in. to a choir of capitalists who mostly do not careW Oiberals who 
want stron. states to reform capitalism are also frustrated because the 
worvin. class wants and needs reforms from capitalists who do not 
careW The capitalists tell both libertarians and liberals jincludin. social 
democratsS etcW’4 “Pf you .ather enou.h -otes on the basis of endorsin. 
and supportin. capitalismS you can .o-ern and tilt toward what you 
ha-e promised your -otersW 2our tilt must remain (/ percent symbolic 
because it cannot compromise your basic commitment to endorse 
and support capitalismW Pf you do thatS” the capitalists eHplainS “we 
will crush and abandon you and brin. a digerent party jor parties’ to 
powerW” Pn factS the capitalists rarely need to eHplain this to political 
party leaders and acti-istsW Pn the words of Oeonard Uohen3s son.S 
“e-erybody vnowsW”

Capitalism and Fascism

Pnside the worvplaceS capitalism relies lar.ely on its own mechanisms 
to reproduce itselfW 1utside the worvplaceS it relies more ambi-alently 
on marvet mechanisms and on the state3s parliamentary and police 
mechanisms for selfxreproductionW Pn soxcalled normal timesS these 
mechanisms suBceW ,hen these mechanisms are unable to mana.e 
the tensions and diBculties of capitalismS the system3s reproduction is 
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—eopardiCedW Nascism comprises a set of social chan.es made to enforce 
capitalism3s reproduction when the “normal” mechanisms relied on 
for that reproduction failW Nascism is a weapon in capitalism3s arsenal 
for dealin. with its most serious crisesW

Pn fascismS the state3s leaders and the top echelons of capitalists 
mer.e to enforce capitalism3s methods of productionW They often 
do this under the leadership and control of a fascist political party 
committed to arran.in.S sustainin.S and controllin. such a mer.erW 
kometimesS -arious sorts of “eHternal” threats pro-ove the turn to 
fascismW kometimesS the “normal” coCy alliances between capitalists 
and state oBcials breav down and thus “internally” threaten the sysx
tem3s reproductionW ThenS the historical response to both eHternal 
and internal threats has sometimes been transition to some form of 
fascismW Dni:ed in fascismS capitalists and the .o-ernment to.ether 
try to destroy the .roups challen.in. capitalismS such as labor unionsS 
socialist partiesS antixcapitalist intellectualsS and so onW 1rS the mer.ed 
leaders of fascism threaten actual or potential political ad-ersaries into 
chan.in. such that they become fascism3s alliesW Pn pursuin. these 
ob—ecti-esS fascism usually dispenses with the ci-il liberties and ri.hts 
of capitalism3s “normal times” by use of imprisonmentS tortureS and 
villin.S livewise more than in “normal timesW” zitler in LermanyS 
Yussolini in PtalyS and Nranco in kpain oger many illustrations of these 
typical fascist methodsW Aconomic and political power are centraliCed 
upward in the ser-ice of fascist power and capitalists3 pro:tW That 
pro:t is then shared by capitalists and top state oBcials to reproduce 
capitalist relations of productionS fascist or.aniCationsS and the .o-x
ernin. alliance between themW

Nrustrated by capitalism3s instabilitiesS ine)ualitiesS and resultin. 
social di-isionsS some employers and employees turn to the ri.htS tox
ward fascist political leaders who promise to “:H” capitalism3s worst 
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egectsW zistoricallyS fascist leaders ha-e promised to secure full emx
ployment in a conteHt of full social renewal that reco-ers a society3s 
.oldenxa.e past of racial or ethnic purity jusually e)uated to racial 
or ethnic superiority’W Nor eHampleS zitler sou.ht to reestablish an 
Gryan Lerman empireS the Third Ieich5 YussoliniS a renewed Ptalian 
empire5 NrancoS one for kpainW Dsin. stron. 6eynesianxtype monetary 
and :scal policies and its )uasixstatexcapitalist mer.erS fascism can 
mobiliCe .o-ernment policy and both public and pri-ate resources to 
achie-e its .oal of securin. capitalist reproductionW

zowe-erS capitalism3s cyclesS ine)ualitiesS and deepenin. social dix
-isions can also pro-ove a -ery digerent turn to the left4 socialismW
kocialists mobiliCe -ictims of capitalist cycles to ally with capitalism3s
criticsW 7y means of or.aniCations such as labor unionsS socialist politx
ical partiesS and allied social mo-ements jamon. womenS immi.rantsS
and all sorts of persecuted .roups’S socialism became a .lobal force
across the last 9Q/ yearsW ,hile fascism uses concentrated wealth and
political power to reproduce capitalismS socialism uses people power
to challen.e itW 7oth of these are responses to capitalist crisesS but with
-ery digerent .oalsW

Uapitalism uses fascists and fascism to build a political counterx
wei.ht a.ainst socialists and socialismW kocialist criticisms showed fasx
cists that capitalism3s Faws0especially instability and its social efx
fects0had to be admittedW kolutions had also to be proposedW koS
fascists crafted their analyses and solutions to stren.then and harden
capitalismS rather than challen.e itW zistoricallyS fascist analyses blame
outside a.itators for capitalism3s FawsS includin. selected forei.n nax
tions4 –ewsS kla-sS nonxGryansS and so onW Today3s “culture wars”
are part of this strate.y tooS blamin. a society3s problems on ethnic
and reli.ious .roupsS OL7T8 ri.htsS women3s ri.htsS and so forthW
Nascists often propose a social cleansin.4 a witch hunt to remo-e the
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“problems” from capitalismW Nascists worv to destroy socialism and 
socialistsW G.ainS zitlerS YussoliniS and Nranco pro-ide a lon. list of 
eHamplesW Nascism en-isions a “cleansed” capitalism that employs allS 
eHalts the nationS and reco-ers its past .reatnessW

Nascism ogers itself to capitalism as a mass baseS counterbalancin. 
socialism and its mass baseW ,here socialists battled capitalists and the 
state those capitalists dominatedS fascists found friends and funders 
amon. capitalists and ma—or allies amon. their politiciansW kocialists 
and fascists confronted each other as parties durin. electionsS but 
also in street battles and labor strivesW Uapitalists clearly preferred the 
defensi-e alliance ogered by the fascists o-er the socialists whoS capix
talists fearedS fa-ored a worvin.xclass newly empowered to dominate 
economically and politicallyW The closer socialists came to unioniCed 
power in capitalist worvplaces and political power in the .o-ernment5 
the more capitalists welcomed the fascistsW The risin. power of socialx
ism across the nineteenth century moti-ated LermanS PtalianS kpanishS 
and –apanese capitalists to accept fascist in-itationsW 1ther nations3 
capitalists were also tempted and Firted with their fascist leaders and 
partiesW

Nascists learned that they had to play catchxup if they were .oin. 
to win worvers3 loyalties away from the older and usually betterxorx
.aniCed socialist mo-ementsW The EaCis did thatS in partS by incorpox
ratin. the word “socialism” into their oBcial party name and acti-ely 
solicitin. worvers to —oin the EaCi MartyW Nascist leaders jfor eHampleS 
Yussolini’ were sometimes -eterans of socialist party leaderships who 
had )uit to —oin the fascistsW Uapitalism pro-oves critics both left and 
ri.ht5 it always hasW

Uapitalism produces fascism periodically4 between the two world 
warsS it did so in PtalyS LermanyS kpainS and –apanW Pn those instancesS 
economic and social traumas had shaven capitalist economies and 
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societies out of their prior normalcyW The vey eHampleS zitler3s Lerx
manyS emer.ed from the distress of a fallen empireW Gfter the 7ismarx
cv era had uni:ed LermanyS the country was a successfully .rowin. 
empireW 2etS the accumulated shocvs of losin. ,orld ,ar PS losin. 
the 6aiser jthe Lerman emperor’S and sugerin. the reparations and 
hyperinFation that followed put the country into a state of .eneral 
crisisW Lermany3s hyperinFation saw the eHchan.e rate between Dk 
dollars and Lerman marvs rise from 9?/ marvs per Dk dollar in 9(qq 
to JWq trillion marvs per Dk dollar by Eo-ember 9(q;W Pn —ust a few 
short yearsS the sa-in.s and selfxesteem of Lermans shranv to nothin.W 
,hen the Lreat Repression hit in 9(q(S it toov Lermany o-er the 
ed.eW Gn alreadyxstrained political center collapsedW Lerman capitalists 
confronted the real possibility of a worvin.xclass blamin. them and 
the capitalist system for their sugerin.W Pn 9(;qS the Lerman left jboth 
socialists � kMR x and the fastx.rowin. communists � 6MR’ to.ether 
accounted for half the nation3s -oteS and the Repression was still 
deepenin.W Uatastrophe for capitalists loomedW

Lerman capitalists felt they faced an eHistential threatW They were 
a -ery small proportion of the Lerman electorate compared to the 
lar.e numbers supportin. socialists and communistsW 7ecause the 
only other comparable mass base that eHisted in Lermany then were 
the EaCisS Lermany3s president in-ited zitler to form a .o-ernmentW 
zitler3s fascism immediately and literally destroyed the socialist and 
communist parties0their social institutionsS their le.al statusS and 
their leadersW 1nce in powerS the EaCi Marty egecti-ely mer.ed its 
top echelons with those of Lerman capitalism to form an inte.ratx
edS statexmana.ed employer classW The fascist coalition at the top of 
Lerman society vept capitalism safe from its socialist and communist 
challen.ersW
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To secure their mass baseS Lerman fascists had to attract employees 
and selfxemployed people in si.ni:cant numbersW To do thatS they 
had to compete with the socialists and communistsW ,here socialists 
and communists focused their criticisms on the capitalist class and 
capitalism as a systemS zitler tar.eted –ews insteadW EaCis constantly 
portrayed –ews as thou.h all were rich and eHploitati-eW Pn egectS zitler 
substituted –ews for the capitalist class to poach on the socialists3 and 
communists3 strate.iesW Pt mattered little that most Lerman capitalists 
were not –ewish and that most –ews were not capitalist employersW 
kcape.oatin. –ewish Lermans ser-ed a ma—or need of the capitalist 
classW Pt distracted the Lerman worvin. class from seein. capitalists 
and capitalism as their enemiesW

Oe-era.in. a mass baseS a fascist leader live zitler could ne.otiate 
an eHchan.e4 the EaCi Marty3s loyaltiesS -otesS and support to Lerman 
capital and capitalismS in return for capitalists3 support for the EaCi 
Marty and its .o-ernment once in powerW Lerman fascism was the :nal 
result of that dealW Nascism .ot Lerman capitalism throu.h its crises 
jloss of ,orld ,ar PS hyperinFation in 9(q;S and the Lreat Represx 
sion in 9(q(’ without chan.in. the core or.aniCation of the capitalist 
system itselfW Nascism .ot other capitalisms throu.h their crises as well5 
it remains an option as crises a�ict capitalismsW

Reepenin. ine)uality and a declinin. empire threaten crises for 
other capitalisms today4 for eHampleS in the Dk e-er more people 
are )uestionin. and criticiCin. the possibility of fascismW Iecent 
elections and deepenin. social di-isions ha-e raised 
the )uestion4 ,ill Dk capix talism mo-e toward fascism too� ,e 
don3t ha-e fascism in the Dk yetW Gnd if enou.h Gmericans 
understand this possibility and mobiliCe to pre-ent itS it may not 
arri-eW

,e face a crossroads in Dk historyW Nascism means a population 
controlled by a .o-ernment�capitalist mer.er intent on sa-in. capx
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italism by enforcin. its conditionsW kocialism means a social system 
.oin. beyond capitalismW These are unstable times in the economyS 
politicsS and social fabric of our li-esW TodayS there are two bi. politx
ical )uestions4 NirstS will an egecti-e opposition to a fascist solution 
.ather and pre-ail� Gnd secondS will an egecti-e social mo-ement for 
transition beyond capitalism arise and shape the nation3s future�

Capitalism and Racism

In the US, as elsewhere, racism and capitalism struck 
a deal. Capitalism would perpetuate racism if racists 
responded by celebrating capitalism.

Pn earlier sla-e and feudal economic systemsS small dominant minorix
ties jmasters and lordsS respecti-ely’ accumulated disproportionate 
wealth and power -isx�x-is ma—orities jsla-es and serfs’W kome feudal 
and sla-e societies used racism to —ustifyS mana.eS and maintain their 
class digerencesW They did this by desi.natin. some or all sla-es or serfs 
as races apart fromS digerent fromS and inferior to the races of masx
ters and lordsW Oive those other economic systemsS capitalism adapted 
racism to meet its needsW Uapitalists and their defenders crafted parx
ticular -ersions of racism to cope with se-eral of their system3s basic 
contradictionsW

Nirst amon. these is the di-ision of the two basic classes of capitalx
ism4 employers and employeesW ,hat determined which indi-iduals 
would rise to and stay in the dominatin. class� Pn a racist lo.icS if 
one race “naturally” had inherent characteristics suitin. them to be 
employers jintelli.enceS commandS disciplineS etcW’ while other races3 
characteristics suited them to be employeesS then capitalism3s class 
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di-isions could livewise be eHplained as “naturalW” ,ith parallel lo.icS
if one race were endowed eHclusi-ely with the svills and desires to wield
social power o-er othersS then society3s class di-isions simply followed
as necessary for social orderW Pn such lo.icS “nature” .rades races as
superior and inferiorW zuman bein.s cannot alter the natural orderW
Nor racistsS it follows that it is i.norant folly0or worse0to try to do
soW

,hen capitalism eHpandedS and competition amon. capitalists bex
came .lobalS capitalists reshaped the colonialism they inherited from 
earlier times to ser-e their needsW EotxyetxcoloniCed territories were 
inte.rated into capitalist empiresW Uapital Fowed in to produce raw 
materials and food for capitalists and worvers in the coloniCin. counx
triesW kometimesS settlers communities dominated local economies5 
others used colonial administrations to shape local economic de-elx
opmentW 1ld conceptions of race were ad—ustedS and forms of racism 
were de-eloped to facilitate capitalist colonialismW 1ften usin. -arious 
physical traits jsvin toneS body shapeS etcW’ to demarcate superior from 
inferior “racesS” the centers of capitalism then jespecially AuropeanS 
but also Eorth Gmerica and –apan’ imposed racialiCed colonial subx
ordinations on much of the rest of the worldW kuch racism helped to 
—ustify capitalist colonialism to the coloniCers and to those amon. the 
coloniCed who became complicit with itW

Iacist —usti:cation for colonialism eHisted lon. before Auropeans 
brou.ht Gfrican sla-es to the ,estern zemisphereW Gt :rstS Auropean 
settlers there slau.htered and discriminated a.ainst Pndi.enous peox
pleS often usin. racist eHplanations for that beha-iorW That racism carx
ried o-er to ensla-ed Gfrican peopleW Auropeans separated themsel-es 
from ensla-ed Gfricans based on their distant homelands in Gfrica and 
their digerent culturesS lan.ua.esS and svin tonesW Auropeans had had 
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centuries to de-elop many vinds of racism to —ustify sla-eryS feudalismS 
and then capitalismW

zowe-erS racism in the Dk a.ainst Gfrican Gmericans has e-ol-ed 
its own particular mechanisms and forms across the .enerations of Dk 
capitalismW 1ne form helps enable capitalism to cope with and sur-i-e 
its own instabilityW Gs mentioned abo-eS Dk capitalism .enerally disx
tributes the impacts of its recurrin. economic downturns une-enlyW 
,hite populations lose less relati-e wealth and income than their 
fellow citiCens of colorW Gfrican Gmericans shoulder disproportionally 
more of the costs of and sugerin. from capitalism3s instabilityW

,hite Gmericans can mave and carry throu.h life plans jto marx
ryS raise a familyS accumulate sa-in.sS build a communityS de-elop 
svillsS professional contactsS and credentialsS etcW’ with farxlower odds 
of ha-in. them disrupted by capitalism3s instabilityW Dnemployment 
imposed on white people occurs less often and lasts a shorter timeS in 
.eneralS than unemployment imposed on Gfrican GmericansW ,hite 
people .et relati-e security from the ra-a.es of the system3s instability 
because it distributes those ra-a.es une)ually across the worvin. classW 
zere lies one cause for white Gmericans3 .reater traditional sympathy 
for capitalismW To culti-ate and stren.then that sympathyS capitalism 
uses jand thereby perpetuates’ racismW

Mut bluntly0as indeed it often is0the .reater -ictimiCation of 
Gfrican Gmericans than white people within Dk capitalism is attribx
uted to their racial identityW That sort of ar.ument blames the digerx
ences between white and 7lacv worvers3 economic participation and 
conditions on their digerent racial characteristicsW Pt holds that 7lacvs 
are thus paid lessS :red more oftenS and denied credit more often 
because their worv is less -aluableS their creditworthiness is poorS and 
so onW Iacism is how many Dk capitalist employers ha-e “mana.ed” 
the system3s une)ual treatment of 7lacv and white worversW Marallel 
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racism has also been the way for many employees to understand the 
digerences between white and 7lacv worvers3 —obs and li-in. condix
tionsW GndS throu.hout Dk capitalism3s historyS that “shared” racism 
has facilitated political alliances jas in the Iepublican Marty o-er recent 
decades’W

G sli.htly -ariant form of such racism arises in the form of opx
position to redistributions of income or wealthW kuch redistributionsS 
accordin. to this thinvin.S are not “deser-ed” or —usti:edS because they 
would punish one race “who worved hard for it” while rewardin. anx
other race “who did not worv hard for itW” Marallel ar.uments discrimx
inate a.ainst recent immi.rants as laCy welfarexseeversS -ersus earlier 
jand usually white’ immi.rants who “worved hardW” The ideolo.ical 
ima.e here is a vind of meritocracy that rewards the harder worversW 
Iacism con.eals within such meritocratic delusionsW

kocial stru..les to redistribute wealth ha-e been tried repeatedx
lyW They rarely worvS and when they doS they rarely lastW ,ere the 
root of wealth ine)uality addressedS stru..les of redistribution could 
and would be a-oidedW ,ere incomes not une)ually distributed in 
the :rst place0as capitalism does in its di-ision of re-enues between 
employees and employers0ine)uality would not hauntS disruptS and 
destabiliCe the system as it always hasW

Uapitalism distributes wealth in particular ways that diger from 
those of alternati-e systemsW Uriticism of capitalism3s wealth distribx
ution ou.ht to include a comparati-e eHamination of and debate o-er 
other systems3 distributionsW Uapitalism3s defenders fear where such 
debates mi.ht leadS so they tend to eHclude system chan.e from their 
discussion about capitalism3s “distributional problemsW”

Pt remains too diBcult for many Gmericans to see the hu.e in—ustice 
and the -ast waste of human capabilities caused by racism a.ainst 
GfricanxGmericansS Pndi.enous people and immi.rantsW Pt remains 
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too diBcult for most Gmericans to ima.ine a digerent economic sysx
temS one that does not di-ide people into employers and employees 
andS thereforeS neither needs nor allows racist —usti:cations for the 
resultin. ine)ualitiesW

Pn the minds of manyS the mutual reinforcement of capitalism and 
racism is not consciousW Yavin. their relationship conscious is an 
important component of the social mo-ement to end bothW Pn the DkS 
o-ercomin. racism re)uires confrontin. capitalism as one foundation 
of racism3s reproductionW 1-ercomin. racism re)uires a transition to 
a digerent economic system that refuses capitalism3s de:nin. di-ix
sion between employer and employeeW Pn other countriesS o-ercomin. 
racism re)uires asvin. whether capitalism there plays a comparable 
role in reproducin. racism of one sort or anotherW GndS if it doesS a 
similar pro.ram of transition will be in orderW

Capitalism and the Environment

The demand upon e-ery capitalist to .row is baved into capitalismW Pt3s 
a vind of a carrot and sticvW Pf you .rowS you will .ain an ad-anta.e o-er 
your competitorsS but if you don3tS they will .ain an ad-anta.e o-er 
youW Uapitalism pressures employers to function within a structure of 
rules that rewards increased pro:ts and punishes reduced pro:tsS so 
employers count only those costs that they are re)uired to payW Mro:t 
is what remains after an employer deducts costs from re-enuesW 7ut 
all too often employers do not seeS or refuse to seeS the en-ironmental 
costsW Pf a production process fouled the airS .roundwaterS soilS oceansS 
or animals5 if it dama.ed the bodies and minds of worvers5 if it raised 
.lobal temperatures0none of those en-ironmental costs would need 
to be counted or paid by the employerW They are “eHternal” to the 
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capitalist system3s world of costs capitalists ha-e to pay jwa.es and 
material inputs’W

Uosts “eHternal” for capitalists are not eHternal for the lar.er societyW 
Nor eHampleS pollution from a factory3s smove eHhaust mi.ht not be 
a cost for the factory3s employerS but houses in the factory3s -icinity 
would re)uire more fre)uent coats of paint a.ainst the smo.5 people 
would need to -isit doctors more fre)uently for respiratory diseases 
and mave more -isits to the laundromat to clean their dirty clothesW 
These are real costs paid by people other than the factories3 capitalist 
employersW

These en-ironmentally dama.in.S yet pro:table pro—ects often crex
ate social costs that eHceed their pri-ate pro:tsW ktrictly speavin.S if 
total jpri-ate plus social’ costs eHceed total jpri-ate’ pro:tsS eBciency 
re)uires that the pro—ect not be undertavenW 7utS since pri-ate capitalx
ists count and consider only pri-ate costs and bene:ts in calculatin. 
their pro:tsS they can and do undertave socially ineBcient pro—ects on 
a re.ular basisW Eothin. better eHposes capitalism3s bo.us claims to 
eBciency than tavin. en-ironmental costs seriouslyW

Pn recent decadesS political a.itation by en-ironmentalists has 
brou.ht this situation to li.htW Gll vinds of public a.encies ha-e been 
established to identify and measure traditionally “eHternal” costsS enx
ablin. new reco.nitions of costs ne-er acvnowled.ed beforeW kchemes 
ha-e been debated o-er how to brin. some of those costs inside the 
calculus of pri-ate capitalist in-estors jto con-ert “eHternal” into “inx
ternal” costs’W Lo-ernments now re.ularly re)uire “en-ironmental 
impact studies” before appro-in. all sorts of infrastructure pro—ectsS 
or press in-estors to co-er those costs as well as the usual “internal” 
costsW zowe-erS such steps are at an early a.e despite the fact that 
en-ironmental de.radation is at a dan.erously ad-anced sta.eW
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IecentlyS the concept of “.reen capitalism” has attracted public 
relations :rms3 interestW Pndustries often tar.eted by concerned en-ix
ronmentalists for their ecolo.ical misdeeds su..est that lawsS re.ulax
tionsS and criticisms a.ainst those misdeeds are unnecessaryW Uapitalx
ism will “sol-eS” or already is “sol-in.S” our en-ironmental problemsW 
The system best sol-es its problems on its ownS without .o-ernment 
inter-entionsW zowe-erS the lo.ic here is hi.hly debatableW

Uapitalism created ecolo.ical dama.e because it was pro:tableW To 
lea-e the pro:txdri-en system unre.ulated or unchan.ed risvs that 
pro:ts will continue to do what they did in the past4 produce en-ironx
mental dama.e that is diBcult or impossible to re-erseW ,hen Iussia3s 
q/qq in-asion of Dvraine and the associated sanctions dro-e up ener.y 
pricesS prospecti-e pro:ts led to the temporary reopenin. of fossil fuel 
pro—ectsW Pn the pastS responses to capitalism3s other dama.es led to the 
attachment of ad—ecti-es such as “consciousS” “socially responsibleS” 
“soulfulS” and “compassionate” to a hypothetically digerent capitalx
ismW Nor a time jnot lon.’S the ad—ecti-es distracted attention from 
the nounW The ad—ecti-e “.reen” will lively do the same for a whileW 
kooner or laterS the underlyin. prioritiCation of pro:t for capitalists 
undermines all ad—ecti-esW The nounS “capitalismS” and its imperax
ti-es pre-ailW Eothin. better illustrates that point than today3s .reen 
capitalismS forcin. e-en our planetary sur-i-al to be subordinated to 
capitalist pro:teerin.W

Uapital still Fows to where the pro:t rate is hi.herW To the eHtent 
that capitalists can e-ade the en-ironmental costs of their in-estmentsS 
they willW koS tooS will they promote “free marvet” ideolo.y4 that 
pri-ate pro:t calculations should alone .o-ern in-estment decisionsW 
Pn shortS capitalism continues to :.ht for a pri-ate marvet eBciency 
that simply is not thereW To protect their pri-ate marvet jandS more 
importantlyS their pro:ts’S capitalists ha-e spent hea-ily to persuade 
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their employees to resist en-ironmentalism and e-en fear itS threatenx
in. worvers with —ob and income losses if employers e-er ha-e actually 
to co-er en-ironmental costsW

UapitalismS in its systemic pursuit of pro:t and .rowthS has been 
fundamentally destructi-e of our en-ironmentW The employerKemx
ployee relationship is the foundation of this systemW Yore and moreS 
the world is learnin. that we are approachin. the point of —eopardiCx
in. humanity3s sur-i-alW za-in. e-ol-ed throu.h and chan.ed from 
-illa.e economies to sla-e systems to feudalism and to capitalismS we
vnow we can chan.e our economic systemsW ,e can do better than
capitalismW



Chapter Six

Capitalism and 
You

W e are all shaped by the people, institutions, and events sur-
rounding our birth and growth. That means capitalism af-

fects you in all the dimensions of your life. Not only does it shape our 
jobs, income, and working conditions; it inxuences our e/periences of 
schools, friends, families, and literally everything else. The employ-
er’employee system of production inxuences every relationship we 
have.

This book has discussed capitalismqs undemocratic nature, general 
instability, ineBciency, the ineRuality it generates, the social problems 
it aggravates, and more. Iut now, let us e/plore how capitalism aCects 
and shapes you, the reader of this book.

You Are Exploited
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Hight now, as you read this paragraph, you are being robbed. L chunk 
of everything your hard work creates is being taken from you. Lnd itqs 
capitalism thatqs robbing you. Pvery day, when you check in to work 
for your boss, you are being taken advantage of. —ou are being deprived 
of the full value of what you contribute. 4et me break it down.

The pursuit of pro“ts to accumulate money is simply how capital-
ism works. Iut where does this pro“t come from” Thatqs where you 
come in. (ro“t comes from you. This process plays out across your 
city or town, your state, the country, and the entire world)the rich 
get richer, and most of the rest get by, even if only barely. We call the 
process)a bossqs stealing from you) ze/ploitation.: We donqt mean 
that in an emotional sense. P/ploited is not necessarily how we feel 
about it Sthough it could beU. P/ploitation is, in fact, a part of capitalist 
workplaces)the gap between how much value the worker produces 
and how much value workers get paid in wages or salaries. P/ploitation 
is a universal feature of capitalist economies.

Ls described earlier in this book, everything about the work we do is 
designed to ma/imiGe the diCerence between what we get paid and the 
value of what our labor adds to what our employer sells. We all know 
it)maybe not consciously)but the name of the game is to rip us oC, 
to forever try to make us produce more while paying us less. Pmployers 
put employees under a lot of pressureM zWork harder.: zWork faster.: 
z9pend less time in the bathroom.: zFo not dawdle or distract your 
fellow workers or use the internet for amusement.: An other words, do 
nothing that strays from the fundamental purpose of your job in the 
capitalist workplaceM pro“t for employers.

Ouge damages done to the physical, emotional, and mental health 
of employees follow. Work is where adults spend most of their lives. 
The workplace could support, enable, and encourage personal de-
velopment, mutually enriching relationships, and learning from and 
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teaching one another. —et the human needs for all of those aspects 
of life, all of those means to happiness, are rarely served in capital-
ist workplaces. Fepression, an/iety, despair, and hopelessness often 
follow. 4ikewise, employees usually lack the time, energy, and money 
needed to meet those needs outside the workplace.

The system reRuires capitalist “rms to grow. That drives capitalists 
to e/ploit moreM to pay workers less, make them work more, or make 
them more productive without increasing wages. When you see a 
corporationqs DP1 boasting about record pro“ts, they mean your 
hard work is producing more value, but your wages are not hitting 
new highs. The capitalists take the value that the workersq labor creates 
and keep a large part of it for themselves. An eCect, they steal it.

Lt most jobs, the condition of your employment is that you pro-
duce more by your labor than you get paid for doing it. 9o, in the 
capitalist system, the hard reality is thisM no wage or salary earner is paid 
what theyqre worth. Dapitalism means they get paid signi“cantly less. 
Lll pro“t is value e/tractionM the worker produces it, and the employer 
takes it.

z(ro“t: is the name employers prefer for what they take from the 
value their workersq labor adds. Xar/ called what employers take the 
zsurplus:)a word that focuses our attention on what the worker 
produces that someone else grabs.

Those who take the surplus from the workers hate to admit that. 
They prefer to see it diCerently. They, therefore, invented the term 
zpro“ts: to mean a payment employers make to themselves for some-
thing crucial that they do. They zrun the business.: That is the eRuiv-
alent of slave masters justifying the surplus they take from slavesq 
output as their payment for the work of zmastering.: At is also the 
eRuivalent of feudal lords justifying rents imposed on their serfs as 
payments for the crucial task of zlording: over those serfs.
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The revolutionary fact always was and is thisM workers can do the 
work without masters, lords, or employers. An modern capitalist cor-
porations, those who take the surplus)boards of directors)have 
literally nothing to do with the production of outputs. They mostly 
make big, long-term strategic decisions, give orders, and live lu/uri-
ously. L far-better system for workers would entail cooperatives of 
workers running their enterprisesq production together, rotating tasks 
among themselves so all can understand and democratically run the 
business. This is e/amined further in the upcoming chapter, zWhat 
Domes Lfter Dapitalism.:

Why So Many Hate Their Workplaces

Lt the end of every year, most corporations have a holiday party for 
all employees. Lt a certain point, the DP1 Swho is also a member of 
the board of directorsU gets up on a wobbly table and thanks everyone. 
z—ouqre all a great team,: the DP1 says, zand A want to thank each and 
every one of you for the contributions you made to another successful 
year here at the 6—7 Dorporation.: An capitalism, the employees just 
thanked are totally e/cluded from any participation in deciding what 
happens to the fruits of their labor or to the pro“ts generated by their 
labor.

Dapitalismqs rigid hierarchy characteriGes nearly every workplace. 
Ln owner or board of directors sits at the top, giving orders to all 
ranked below them. Pmployees get no vote in choosing a business 
strategy for the enterprise in which they work and on which they 
depend. 8or most workers, once you set foot in the workplace, you are 
told where to stand, where to sit, when you can go to the bathroom, 
what to do, how to do it, and for how long. Lt dayqs end, whatever you 
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helped to produce using your brains and your muscles immediately 
belongs to your employers. Iut they do sometimes give you a nice thank 
you at that party. 

The 59 Densus Iureau counts employers as E to [ percent of the 
59 populationM a tiny percent of the whole. Pmployees, as capitalismqs 
major other class, comprise, with their families, most of the rest. Pm-
ployers typically accumulate wealth and power; employees typically 
do not. The resulting social divisions are the cages within which most 
people must pass their lives.

Af that upsets you, if it eats at you over time, if it feels stressful and 
demeaning, it means you are a human being able to face your real sit-
uation. —ou understand why bar owners across Lmerica have window 
signs oCering zhappy hour.: —ou grasp the signsq other message of 
consolation and understandingM the previous hours of the day at work 
were not happy.

That zhappy hour: is part of a culture. —ou might call it the culture 
of capitalism, and here it is in a nutshell. The workplace is rarely where 
you seek, and even more rarely where you will “nd, personal ful“ll-
ment, recognition, enjoyment, rela/ation, conviviality, friendship, or 
closeness. —ou might “nd those goals and joys of life in some corner of 
a workplace, maybe during a work break, maybe over lunch, maybe 
if you sneak around. Iut none of them are why you are there, nor 
are they what the employer wants out of or for you. Dapitalism is 
disinterested in them. Dapitalism e/ists to make pro“ts for employers.

The “do what you love” Con

The emptiness, drain, and loss of self that happens in capitalist work-
places has been indirectly admitted even in mainstream neoclassical 
economics Sthe kind of economics taught in most schools and univer-
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sitiesU. Neoclassical economists mostly treat labor as intrinsically neg-
ative, a burden, a zdisutility: workers suCer. They presume that labor 
is fundamentally unattractiveM not a satisfaction, a gain, a relationship 
developed, or something learned. Wages are what make work tolerable 
for the laborer. Wages are the zplus: Sor bene“tU, while labor is the 
znegative: Sor costU. The job may be awful, but the wages enable you 
to go to the mall. Donsumption is the compensation for work.

1n that basis, many employers have used the slogan zWork doing 
what you love: to entice workers to accept lower wages, as if those 
low wages were necessary or reasonable since you get to do zwhat 
you love.: Teachers, nurses, nannies, caring professionals, and others 
are told, z—our work is your reward.: Pmployers also use workersq 
hopes for better jobs as a basis for paying them little for the work 
they actually perform. The term zintern: describes workers who get 
little or no pay from employers who promise to provide great letters 
of recommendation to potential future employers of such underpaid 
interns.

An still other ways, employers admit the awfulness of the workplaces 
they control and e/ploit. 9ome of them install “tness rooms, insti-
tute zcasual 8ridays,: or organiGe occasional piGGa parties. These are 
the in-house alternatives to zhappy hours: at neighborhood bars. 8or 
employers, these are ine/pensive outlays to oCset job conditions that 
might otherwise cause workers to get sick, miss work days, leave for 
other jobs, or otherwise undermine employersq pro“ts. No such ad-
ditions to workplaces change the basic problemM pro“t-driven work-
places are mostly enemies of human relationships and growth. 1ur 
passions for what we love to do are neither enabled, nor encouraged, 
nor developed in or by capitalist workplaces. Hather, they are locations 
of many zunhappy hours: that workers suCer in capitalist systems, 
whether consciously or not.
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The Ultimate Compensation for Labor Is Consump-
tion

Ieyond wages, capitalismqs ultimate compensation for the burden of 
working is consumption. An capitalism, most people learn from an 
early age that work is your adult burden and consumption is its pur-
pose. Donsumption is to compensate for the frustration of your needs, 
desires, and creativity on the job. 8eel bad on the job” 0o shopping. 
Want to stop working for a while” Iuy a vacation.

An this way, the capitalist gains twice. 8irst, by e/ploitation, the 
capitalist appropriates the e/cess of the value added by workersq labor 
over the wage paid to those workers. Then, the employer can get us 
again if and when they charge us more for goods than it really costs 
to buy the employerqs output. Then employers get you twice)as a 
worker and as a consumer.

Workers, as they fall ever further behind employers in terms of 
wealth, income, power, and culture, may accept this reality if they 
attain an ever-rising level of personal consumption. —our e/ploitation 
is easier to tolerate, or even forget, when you can aCord to go to the 
movies, buy a new car, or go to college. 0enerations of capitalismqs 
champions have “rmly believed that a secure capitalism is one that de-
livers a rising standard of consumption to its working classes, because 
if it doesnqt, workers will notice and challenge the system. 8or capital-
ism to succeed Sor even surviveU, two goals must be achievedM SEU real 
wages must rise, and S]U workers must believe that rising consumption 
is an adeRuate, appropriate reward for their work.

This is where consumer Szhousehold:U debt comes in. 1ver the last 
forty years, 59 workersq wages have barely risen above the rate of inxa-
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tion. To keep up with the Lmerican dream that was relentlessly adver-
tised to them, workers had to “nd rising purchasing power elsewhere 
since their real wages were stagnant. The solution was borrowing via 
credit cards, car loans, and mortgages Slater supplemented by student 
loansU. An eCect, what employers saved by not raising real wages Sas they 
had before EZ?2U they then lent to those same workers. Pmployers thus 
funded the borrowing workers undertook because employers stopped 
raising real wages. Pmployers bene“ted by constraining real wages, 
and thus boosting pro“ts, plus earning interest payments on workersq 
rising indebtedness.

The 59 capitalist system generated record pro“ts over most of the 
last forty years. —et it also left a trail of costs in its wakeM rising debt, 
rising debt an/iety, and widening income ineRuality.

Unemployment: Capitalism’s Cruel Absurdity

5nemployment)being jobless when you do not want to be)fol-
lows capitalismqs cyclical downturns every four to seven years on av-
erage. When unemployment rises, so do depressive disorders, alco-
holism, drug abuse, marital problems, child abuse, and criminal be-
haviors. What goes down with rising unemployment includes indi-
vidual workersq self-esteem, personal savings, and physical and mental 
health. This list barely captures the billions in lost or wasted value and 
the massive human suCering caused by capitalismqs recurring unem-
ployment.

At is a profound and enduring ineBciency of capitalism that every 
four to seven years, it throws millions of people out of work, often for 
years.

Pmployers too suCer from unemployment. Pmployers know, even 
if they donqt admit it, that the only way they pro“t is if their employ-
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ees are working. Without the employees, factories, oBces, and stores 
produce no pro“ts.

—et unemployment has persisted across capitalismqs history de-
spite its wasteful, cruel absurdity. L proper, well-functioning econ-
omy would connect unemployed people who want and can perform 
work with idle tools, eRuipment, and raw materials to create socially 
useful products. Lfter all, since the unemployed continue to consume, 
common sense suggests enabling them to work. Oowever, capitalism 
reproduces unemployment for one pro“table reasonM it scares and thus 
zdisciplines: workers.

(eriodic bouts of unemployment teach the working class a ba-
sic lessonM however poor the job, it is better than unemployment. 
When unemployment shoots up, workers worry, zWill it hit me too”: 
9uch worry is often as bad as unemployment itself, and it motivates 
workers to accept otherwise-inadeRuate conditions and compensa-
tion. 5nioniGed workers have often accepted contracts with lower 
wages if they include job-security commitments. Pmployers regularly 
threaten workers, individually and collectively, with dismissal to wring 
concessions from them.

L major reason for so many bad jobs being accepted is that they are 
better than unemployment. No wonder unemployment is allowed to 
return so often; it serves a purpose in and for capitalism.

Capitalism and the Individual: Which Shapes 
Which?

The e/tremely conservative economist Xilton 8riedman celebrated a 
private capitalist system. Oe wanted the government to play the most 
minimal role possible in terms of intervening in the economy. (rivate 
capitalist enterprises should manage economic activities Sproduction, 
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distribution, etc.U and be protected from the government. Nor should 
they be vulnerable to popular e/pectations about their behavior. L 
capitalistqs job, he said, was to make money, to pro“t from that cap-
italistqs business. Anterpreting Ldam 9mith, 8riedman insisted that if 
each and every employer and employee pursue their own personal gain 
Swage’salary for the employee, pro“t for the employerU, the end result 
would be the best-possible economy and society for all of us.

An other words, if A ignore the impact of my actions on everybody 
else, if A ignore my communityqs needs and instead pursue my own 
personal gain, it will all work out for the best for everyone. As this, as 
8riedman thought, the key to social well-being” 1r is it a crude and 
Ruite imaginary justi“cation for total sel“shness”

Where do our morals and ethics come from” 8or 8riedman they are 
innateM persons are born good or not, with original virtue or original 
sin. Llternatively, are we shaped by the social institutions)the fam-
ilies, schools, workplaces, communities, religions)into which we are 
born and with which we live, grow, and change” Xight those institu-
tions help shape our moral values, sense of self, and relationships with 
others”

We need not choose)as 8riedman did)one or the otherM that 
individuals shape society or that society shapes individuals. Ioth can 
be trueM individuals, profoundly shaped by their social and natural 
environments, also react back upon and shape those environments. 
The world may well be a place of endless interactions, both among 
individuals and between them and society. The interactions change 
both sides; that in turn changes their interactions, producing that 
endless process we call history.

Lnyone who puts forward capital)money)to hire workers, and 
set them in motion with raw materials, tools, and eRuipment to secure 
a pro“t is thereby de“ned as a capitalist. At is their actions that de“ne 
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them as such. They occupy a position SemployerU within the capitalist 
system of production. The goal of that position)as dictated by how 
the system works)becomes the goal of persons who wish to occupy 
the employer position. Pmployers may say that their goals are lofty 
social ideals of all sorts. Oowever, down in the zreal world,: where 
the capitalist system is the established mode of producing and dis-
tributing goods and services, capitalists have one dominant, ultimate, 
bottom-line goalM pro“t. (ro“t ma/imiGation gives each capitalist the 
best-possible chance of staying in the position of employer, rather than 
sliding down into the employee position, or worse.

Dapitalists need not be personally greedy, though some surely are. 
Nor are they necessarily zbad: or zgood: as people, as individuals. 
Oowever, in their position as capitalists’employers, they need to act 
in certain ways or lose that position. The system dictates pro“t ma/-
imiGation as the employerqs best shot at keeping their position. The 
system sets capitalists in competition with one another; the activity of 
each threatens the others. Ls the laws of the jungle drive animals to 
struggle and literally eat one another, so do the laws of capitalist com-
petition drive ruthless, aggressive behavior of one capitalist against 
the others. Lnd, of course, the laws of the capitalist system shape the 
individual employers and employees, much as the laws of the jungle 
shape the animals living in it.

Individualism gone wrong

Lt its birth, capitalismqs enthusiasts claimed the system institutional-
iGed the individual freedom to aspire and achieve without interference 
or constraint from government or church. Through capitalism, indi-
viduals could break out of the rigid social roles the previous society had 
imposed on the vast majority of people Sslaves and masters, serfs and 
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lordsU. Dapitalism would enable each individualqs skills, ambitions, 
and energies to bring them positions in society never before possible 
for the masses of people. (revious societies and their representatives, 
especially strong states, were the enemies. Dapitalism would vanRuish 
them and liberate individuals from their rule. zAndividualism: was 
capitalismqs banner Swhich is one reason zsocialism: became its great 
adversaryU.

1ver the last two centuries, individualism grew into a major phi-
losophy of capitalism. At led many to disregard how societies shape 
the individuals raised within them. Xany forms of individualism thus 
stipulate that individuals have certain zinnate Rualities: that create 
and shape society. The close association of capitalism and individu-
alism, unsurprisingly, provoked capitalismqs critics to take the name 
zsocialism.: 9uch critics tend to emphasiGe how society shapes indi-
viduals.

Dapitalism has often compromised the individualist promises 
made at its beginnings. Donsider our societyqs deep psychic wound 
of loneliness. Dapitalism breeds many individuals who feel unjustly, 
bitterly cut oC from any community. Trained to think that their indi-
vidual characteristics determine their social positions, employees often 
blame their positions in capitalist society upon themselves, upon their 
individual Rualities. DonseRuent brooding undermines interpersonal 
communication and trust. 1vercoming such tendencies suBciently 
to combine with others in voluntary collective action, even when 
democratically organiGed, becomes very diBcult and thus rare. 1n the 
other side, employers indulge the individualist view that they zmade 
themselves.: Fenying their own socialiGation, they slide into feelings 
of innate superiority based on what employers often think are their 
zinherent: Rualities and the lack of them among employees.
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8eelings, sensibilities, and aspirations are shaped by all the en-
counters in our lives. The particularities of the capitalist economic 
system)and especially its core structural division between employ-
ers and employees)inxuence many of those encounters. Lmong the 
eCects of capitalism and individualism are the widespread loneliness 
people feel, the weakness and fragility of their connections with others.

Pven (lato and Lristotle, thousands of years ago, addressed a par-
allel undermining of community when they criticiGed markets. They 
believed that markets undermined what they called zsocial cohesion,: 
what we might term zcommunity: or zsolidarity.: Their criticisms 
apply to capitalism as well since it e/panded and celebrated markets 
far beyond what earlier systems had done. Dritics of markets have long 
argued that they lead participants to ask, zOow little can A give up, for 
how much can A get in return”: An market e/changes, others become 
instruments for our gain. Xarket relationships are transactional, ad-
versarial, and self-serving. They weaken social solidarity and produce 
a deeply lonely population.

Dapitalism by now has generated an e/treme individualism that di-
vides us. Ls children mature, they are told that the pursuit of personal 
pro“t is natural. We are given rags-to-riches stories to strengthen our 
motivation to pursue wealth no matter what happens to others. We 
are warned about trusting others, about their ulterior motives, and 
their gains from cheating us. Andividualist ideological blinders prevent 
many from asking how the system into which we were born might be 
a key problem and system change might be a key solution.

The ironic contradiction of individualism is that it leads to loss 
of respect for many individuals. Andividualism often discredits the 
individual who does not live up to impossible e/pectations. At then 
deprives individuals of both their own self-support and that of family, 
friends, and coworkers around them. Andividuals who do not realiGe 
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capitalismqs role in their lives often suCer loneliness instead of col-
laborating with others to go beyond capitalism and its destructive 
individualism.

Capitalism trains you to accept the suffering of others

This unchecked individualism also trains people to accept and justify 
the horri“c conseRuences of capitalism, because those are blamed on 
its victims.

Dapitalism, Xar/ theoriGed, displays zuneven development.: 
While it generates great wealth, it also generates great poverty. 8or 
every part of a major capitalist city that is rich, another is poor. An the 
59, the dynamic center of capitalist growth was “rst New Pngland, 
then the industrial Xidwest, then the 9outhwest, in a pattern of un-
even development that saw each of those regions fall after they had 
grown. An the 59 and elsewhere, endless zanti-poverty policies: and 
zwars on poverty: have failed to end it.

An the E��2s, Fetroit was a center of 59 capitalism, with a popu-
lation of nearly two million. At paid workers better than in most parts 
of the 59; those workers had strong unions. At was the global center 
of the automobile industry, a vital part of capitalism. Today, Fetroit 
has been zundeveloped: by capitalism. Ats population has declined to 
less than seven hundred thousand, and vast sections of the city are 
impoverished or abandoned.

Dapitalismqs pro“t drive shifted investible funds from Fetroit to 
other locations where automobile production was more pro“table. 
That happened partly because those locations lacked Fetroitqs strong 
union and anti-capitalist movements among autoworkers and those 
movementsq allies. —et alternative narratives)that Fetroitqs demise 
was somehow its own fault)survive and, in many areas, prevail. Andi-
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vidualist accounts blame the victimsM the workers did not work hard; 
business owners didnqt innovate enough; wages or wage demands were 
too high; local politicians were corrupt. 8or the last forty years, as 
Fetroit descended into a permanent crisis, very little was done to stop 
and reverse the decline. 8ew criticiGed capitalism and its pro“t-driven, 
uneven development as a main cause of Fetroitqs demise San early 
e/ception was Xarvin 9urkin and Fan 0eorgakas, Detroit: I Do Mind 
Dying; A Study in Urban Revolution, [rd ed., DhicagoM Oaymarket 
Iooks, ��E� �E����.

The same applies to countries. The dynamic zcenter: of capitalism 
also developed unevenly as it moved from Pngland Sseventeenth and 
eighteenth centuriesU to western Purope to north Lmerica and �apan. 
Xore recently it has moved on to Dhina, Andia, and IraGil. Hegions 
built up by capitalismqs movement coe/ist with regions declining 
because capital accumulation, and thus capitalist development, have 
moved on.

An capitalismqs long commitment to colonialism, each capitalist 
zcenter: developed on the basis of wealth stolen from the coloniGed 
zperiphery: and labor e/ploited there Sor as immigrants inside the 
coloniGer countryU. Dapitalism relied on labor and resources drawn 
from across the globe, but it concentrated the resulting wealth in a few 
colonial centers. 5neven development is built into capitalismqs struc-
ture. Dapitalismqs neocolonial phase continues uneven development 
into our era.

Dapitalism conditions many to believe that in nature or in the 
economy, when something goes up, something else must go down. 
(eople who might otherwise celebrate and welcome an end to pover-
ty resist doing so by means of changing the economic system. That 
resistance is informed partly by an individualism that blames poverty 
on the poor. Lnti-poverty programs thus often focus on changing the 
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poor individuals, rather than changing the system that impoverishes 
them. That resistance is also partly fueled by the belief that helping the 
poor out of poverty will necessarily press others down into poverty. 
1ne part of the working class fears that help for another part will 
come at the “rst partqs e/pense. White workers fear assistance to Ilack 
workers will come at white workersq e/pense. 9ince employers gain 
from such beliefs, they often repeat and e/aggerate them.

Hecently, right-wing politicians often mobiliGe people against im-
migrants around the world, using the argument that aiding them 
would necessarily cost nonimmigrant workers. Lll around the world 
there are an/ieties born of capitalism and the ineRualities it perpetu-
atesM if A have something, helping others will be at my e/pense.

9uch fears shape how we interact with others, and what we con-
sider acceptable treatment of other people. Causes of those fears 

include capitalism. Its uneven development shapes those fears.
Agnoring how capitalism works)how capitalists Sthe fewU take 

surpluses produced by others Sthe manyU)serves to e/onerate cap-
italismqs responsibility for its negative social eCects. Iy their taboo 
on blaming capitalism, the systemqs defenders foster the blaming of 
those eCects on something or someone else. Thus the poverty and 
misery of the global 9outh is more easily tolerated if seen as the eCect 
of zother: cultures, inadeRuate work ethics, or corrupt politicians. 
Iy doing nothing about the capitalist system, uneven development 
continues in all its forms SuneRual income and wealth distributions, 
cyclical instability, politics corrupted by wealth, etc.U.

(rovoked to protest these horrors, individuals learn, eventually, 
to understand them as social problems rooted in speci“c economic 
systems. That understanding enables the social movements that 
chal-lenge capitalism as a key cause of those horrors. Dhallenges 
evolve into 
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“nding solutions that overcome capitalismqs zuneven development: 
by replacing capitalism itself with a diCerent economic system.

Living in the Contradictions of Capitalism

We live in a capitalist system, with all the contradictions and xaws 
discussed in this book. We therefore accommodate capitalism in a 
thousand ways, consciously and unconsciously, as life in any system 
reRuires. —et we can also seek, form, and share a critical understanding 
of capitalism. Foing so oCsets our necessary accommodation with 
movement toward social change beyond capitalism.

Af A could give this bookqs readers any advice, it would be to talk 
about the real contradictions with which we live. 5nderstand and 
recogniGe the accommodations youqve made to capitalism and why 
you have done so. Ldmitting them and their costs to you and others 
can lead directly to hoping for and believing in the possibility of a 
better system, a better way to live. We can do better than capitalism, 
just as people like us long ago insisted that they could do better than 
slavery, feudalism, monarchy, and so on. Iut it will take time, energy, 
and resources to move society in that direction.

The word zutopia: de“nes certain dreams and imaginary futures 
that people have always e/perienced or feltM of better conditions, better 
relationships, better lives. At is important for oneqs mental health to 
have utopian fantasies, even as you also recogniGe the distance and 
tension between the life you actually live and the utopia you dream 
of. 9uch recognition can bring that utopia closer. 5topian visions 
were always important parts of social movements to change economic 
systems in the past. They are important in the same way now.

Driticism of capitalism is not nihilism, not a simple rejection of 
what is. 5nderstanding capitalism critically has mostly been accom-
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panied by the dream, the movement, the gesture, the hope, the 
beliefM we can do better. (eople made it better in the past and can 
again. Pmployees are capitalist societyqs masses, like slaves and serfs 
in slavery and feudalism. Lll those masses have been trapped within 
systems. Lll have sought escape or revolution, and eventually 
achieved them. Lnd you”

8rom the basics of the capitalist class structure)organiGing work-
places into a minority that controls and e/ploits a majority)to all 
its inxuences upon the economy, politics, and culture, a conclusion 
emerges. Dapitalism shapes us all in countless ways. Af the current 
social system oCers a life with many problems, instabilities, and injus-
tices, then an honest logic leads us to Ruestion and even challenge the 
role of capitalism in causing and sustaining the diBcult conditions of 
our lives.

Dapitalism is not the only cause of the conditions of our lives; 
no one thing ever is. Iut capitalism cannot be e/cluded from among 
the causes, and it cannot be e/cused from blame, as so many try so 
hard to do. This book reestablishes capitalismqs role in the issues we 
face today. That is urgently necessary now, after Dold War decades of 
a near-absolute taboo on criticiGing capitalism coupled with deeply 
instilled fears of demoniGed alternatives. Af we grasp our suCeringqs 
relationship to capitalism and understand capitalism critically, we have 
the ability to decide that system change is one key step on the road to 
doing better in the future.



Chapter Seven

What Comes 
after Capitalism

E conomic system changes have happened before. All past eco-
nomic systems were born, evolved over time, and then passed 

away as other systems emerged to replace them. All past societies have 
had people who thought about changing their lives for the better, and 
who came to understand their society and its economic system (or sys-
tems) critically. Those people then got together in social movements 
aimed at transitioning from the system they had to one they thought 
could work better. There were always people whose attitude toward 
the existing system was, “This is the best we can do.” There were always 
others who said, “This needs to change.” This di’erence and division 
agitates todayCs capitalism, too.

;apitalism is always changing, but for long periods, the basic sys-
tem has retained certain features. Those consistent features make up 
what we mean by “the capitalist system”z they are how capitalism 
is deRned in this book. The central feature is the organiIation of 
workplace participants into a small minority exploiting and directing 
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a large maBority. Across an inRnity of changes in capitalism, the basic 
contours of employer versus employee have endured.

That employer-versus-employee structure is a key, core problem 
of capitalism. To go beyond capitalism, then, means going beyond 
that structure. Dt means rethinking and reorganiIing our workplaces, 
our factories, oSces, stores, farms, households, and so on. Lhat 
can emerge out of capitalismCs decline are new, di’erently organiIed 
workplaces. Le can accomplish that reorganiIation as the basis for a 
di’erent, better society and di’erent, better lives for all of us.

Imagining a Better Way

To discuss where society might go is risky. Mo one knows the future. 
Wistory is always open ended. 1ooking back, it seems clear that system 
changes occurred when and mostly because existing systems were no 
longer tolerable. At those times, there was relatively little clarity or 
agreement as to what the next system would entail, beyond a few vague 
basics. qut that did not stop system changes from occurring.

—laves who found slavery intolerable sought “freedom.” —erfs 
sought “liberty.” Yany others added “eUuality,” “fraternity,” and 
“democracy.” Dt wasnCt clear what such terms meant concretely until, 
by trial and errorGand luckGa new system congealed in place of the 
old one. —laves could not predict the post-slavery future, nor could 
serfs predict the post-feudal future. Today, employees cannot pre-
cisely predict the post-capitalist future. Pet, once again, the demand 
for change in an intolerable present system is making social change 
happen.

Wowever, there are always some whose particular ideas in7uence 
the construction of the next system. Yoving beyond capitalism is no 
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exception. A good part of this book uses the work of Yarx and Yarx-
ists because their tradition pioneered and accumulated system-focused 
criticism of capitalism and also practical experiments in constructing 
post-capitalist systems.

Yany of the Yarxist experiments to construct post-capitalist sys-
tems over the last century were complex, mixing di’erent elements de-
spite almost always choosing the name “socialism” for what they did. 
The mixtures included positive achievements on which to build and 
big mistakes to avoid repeating. The deRning feature of most socialist 
experiments was a focus on the state as a regulator of, or replacement 
for, private capitalists. Lhile those attempts made progress in deRning 
what collective consumption is and how it might be organiIed, they 
failed to move much beyond the capitalist organiIation of workplaces 
into employers and employees.

6rom the moderate socialisms of —candinavia and Lestern Eu-
rope (with the state as regulator of private enterprises) to the —oviet 
–nion8type socialisms (with the state as owner9operator of enter-
prises) and all the hybrid socialisms in between (e.g., the :eopleCs
Hepublic of ;hina), one basic reality stands out0 the basic capitalist
organiIation9structure of employer versus employee remained across
them all, even as the precise nature of who occupies the minority
position of employer often changed. :rivate individuals as employ-
ers changed to state oScials (individuals occupying positions within
a state apparatus) as employers. Dn short, largely private capitalism
changed into state capitalism or hybrid combinations of both kinds.
The “who” changed, but the structured positions of employer and
employee did not. Lere these socialist experiments in going beyond
capitalism 7awed or incomplete because of the survival of the capitalist
structure within them2 This book answers yes.

Lhat, then, is to be done2
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The Case for Worker Cooperatives

;ooperatives (and speciRcally worker cooperatives) are a critical com-
ponent of building a more sustainable, eUuitable, and democratic 
future. Lorker co-ops represent a crucial next step in doing better than 
capitalismGa real alternative to it.

A co-op is a business or workplace that is directed and operated 
by all its members on the principle of “one person, one vote.” There 
is no employer (owner, board of directors, or ;EF) making basic 
decisions (what, how, and where to produce, and what to do with 
the surplus or proRts) while excluding the employees. Lorker co-ops 
operate through democratic control by all their members. YembersC 
values and goals govern. They decide democratically what priorities 
will determine their basic decisions about their workplace. Typical 
priorities include making workplaces into egalitarian, sustainable, and 
Boyful communities where human relationships and individualsC per-
sonal development and growth can 7ourish. Lorker coopsC priorities 
may include proRt maximiIation, but always as only one among many 
other eUually or more important goals.

The management structures and day-to-day operations of co-ops 
can vary greatly according to the needs and desires of the co-op mem-
bers. ;o-ops exist in many varieties, including worker, consumer, 
producer, sales, purchasing, and multi-stakeholder conRgurations, 
among others. Each of these structures matches peopleCs particular 
needs to a particular collaborative approach.

Dn a worker-co-op-based economic system, the employer9employ-
ee di’erence disappears. Dt no longer organiIes workplaces such as 
factories, oSces, farms, and stores. Dnstead, for each participant in a 
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workplace, going to work becomes functioning within a democratic 
community.

Dn that community, carefully prepared information relevant to ba-
sic workplace decisions is distributed to all well in advance. Lorkers 
are paid to study that informationz it is part of their work, their Bob 
description. All workersC inputs are welcomed, all options openly de-
bated and voted on. Dn terms of YarxCs notion of the surplus generated 
by productive workers, in worker co-ops it is those workers themselves 
who appropriate and distribute the surplus generated in the work-
place. Mo separate class of employers does that. Thus, a democratic 
worker co-op represents a step outside and beyond capitalismCs em-
ployer9employee structure. Lorker co-ops overcome capitalismCs class 
divide. The workers control the full fruits of their labor.

Lorker co-ops already exist in modern societies (as they also did 
throughout much of history). Today, they coexist alongside capitalist 
enterprises. Dn modern capitalism, they form the embryonic begin-
nings of a possible future economic system. They played parallel roles 
in pre-capitalist economic systems, too. As those systems declined, 
worker co-ops might have been the next system that emerged from 
a prior systemCs decline. Wowever, in reality, other, di’erent systems 
emerged (in Europe, feudalism out of slaveryCs decline, and capitalism 
out of feudalismCs decline). There is no necessary seUuence of change. 
;apitalismCs decline opens the space for the next system to emerge. 
Lhether that will be a worker-co-op-based system or not depends on 
the people making the transition. Lhere do such agents of transition 
wish to go in terms of organiIing their economy2 Df workplace democ-
ratiIation is high on their agenda, the hierarchical divisions of slavery, 
feudalism, and capitalism will be what they avoid. Lorker co-ops may 
well, then, be where they take societies in transition.
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Worker co-ops offer democracy

As residents of our city, state, and nation, we have at least a vote for 
the mayor, governor, or presidentz but in capitalist factories, stores, 
and oSces, comparable voting is not allowed. There, the ;EF often 
functions like a king.

Lorker co-ops end such mini-monarchies inside capitalist corpo-
rations. Df societies have a commitment to democracy, then democracy 
surely belongs Rrst and foremost where most adults spend most of 
their adult lifeGat work. Pet in the –— and most other capitalist 
nations, from their beginnings, democracy was always excluded from 
most workplaces. Mo wonder ;EFsC speeches praising democracy 
ring so hollow.

Oemocratic workplaces are Bust the beginning. ;o-ops can be 
schools of democracy, training masses of people in how to use, protect, 
and improve democratic procedures and values. Lorkers trained in 
democracy at work can inspire and train others to install democra-
tic decision-making in all other areas of society. Dn todayCs so-called 
democratic nations, democracy merely means annual mass voting for 
political authorities. Even if corporations and the rich did not manip-
ulate such elections (as they do now), real democracy reUuires much 
more than such elections. Oemocratic workplaces give people a daily 
experience with democracy. That will develop the appetite to have 
a comparably real democracy in politics as well0 everyday, ongoing 
democratic inputs, not merely annual elections.

Truly democratic societies reUuire democratiIed workplaces. They 
always did.
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Co-ops are driven by more than profit

Dn a worker co-op, the enterprise has multiple goals. Lhile it seeks 
revenue greater than costs, its members also want Bob security, safe 
work environments, socially meaningful work, and Bobs that encour-
age and support friendships and individual workersC learning and 
growth. Together with other stakeholders (for example, the residential 
communities surrounding workplaces), worker co-op members con-
sider their proRts, their wages, the social and natural environments 
they live in, and their personal and collective development all together. 
Dt is an institutionaliIed way of having more obBectives than proRt 
and making decisions democratically, with all stakeholders and their 
diverse workplace obBectives included.

Hemoving proRt as the single motive of an enterprise can also en-
courage innovation di’erently, even more so, than capitalism usu-
ally does. ;apitalist businesses will cut their labor costs, change Bob 
descriptions, and Rre employees whenever it serves their proRtability. 
They will likewise change the products they market, the technologies 
they deploy, the locations they choose, and the advertising they buy to 
maximiIe proRtability.

Dn capitalism, if a new technology automates the employeeCs work, 
making production more eScient and the enterprise more proRtable, 
employees have good reasons to worry about their Bob security and to 
oppose the new, eScient technology. Lorker co-ops could respond 
di’erently to technical change. Dnstead of replacing workers, a better 
machine might replace half of the workersC worktime. Technology 
would then enhance workersC leisure rather than employersC proRts. 
Lhich is better for the long run of each enterprise is an open Uuestion. 
Are the workers exhausted, and therefore in need of more time for 



HD;WAHO O. LF166 j?4

friends, family, and leisure2 Lhich is better for society0 more proRts 
for the employer minority or more leisure for the employee maBority2

Lhat could the co-op do with more proRts2 Lorker co-ops, which 
serve the needs and desires of their maBority through democratic 
process, would be far less excited, or able, to Rre their companions for 
a proRt. Lorker co-ops would be far more sensitive to many of those 
social and environmental costs of production, and far more likely to 
include them in the calculations informing their business decisions.

Lorker-owners have a commitment and loyalty toward their co-
operative workplace rarely found among employees constantly told 
by “higher-ups” what to do at work. Lhy should we be surprised 
when employees care less about a business that exploits them and 
treats them like a disposable tool for proRt2 Lorkers who direct their 
own co-op businesses are engaged in democracy for which they feel 
responsible and loyal. Lorker co-op members are more likely to go 
that extra step that capitalist employees do not. Mo wonder research 
(such as that by :rofessor 3irginie :$rotin of 1eeds –niversity in the 
–5) on comparable businesses that di’er only by their
structuresGcapitalist versus worker co-opGshows the latter to be
more eScient and last longer.

Co-ops are a force of equality

Lith direct democracy and a structure that elevates priorities such as 
saving the planet, the Uuality of human life, and work8life balance, co-
operatives can be a driving force for eUuality. Dn 4KjJ, a survey revealed 
that the average –— worker believed the typical ;EF-to-worker pay 
ratio in the –— is �K0j. The reality was much starker0 ;EFs got paid 
���J for every �j a typical employee makes. The workers of Ama�on 
and Tesla would never vote to approve paying �e’ �e�os or Elon �usk 
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what they receive today from these companies. Lorkers would never 
vote to pay themselves an hourly wage so low that they must get 
second and third Bobs, while top managers and maBor shareholders 
take enough to buy megayachts. The same people who guessed the 
;EF-to-worker pay ratio was ��0j said their desired ratio would be 
J.N0j. The ineUualities of our current system would not survive votes
by democratic maBorities of worker-co-op enterprises.

Motions that hierarchical, top-down power and decision-making 
are necessary or natural will disappear from the economy Bust like 
the old notions that society needed a king who worked directly with 
/od. Lorking people will come to understand themselves no longer 
as akin to slaves, serfs, or employees. Hather, they will self-identify 
as eUually important members of their residential communities and 
likewise their workplace communities. Dn worker co-ops, they will 
exercise their democratic capabilities by designing and deciding the 
enterpriseCs future alongside others as parts of everyoneCs Bob descrip-
tions.

Ff course, cooperatives have and will face growing pains in this 
process. EUuality will not be perfect or instantaneous simply due to 
a switch to cooperativism. qut, Bust as capitalism was an evolving 
improvement from feudalism, cooperatives will evolve as well.

Transitions Are Normal and Take Time. We’re Not 
Done Evolving

The transition from capitalism to a worker-co-op-based economic 
system is already underway. Fver a long time and in many places, 
powerful social forces brought worker co-ops into existence. The 7aws 
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and diSculties of slavery, feudalism, and capitalism pushed workers to 
imagine workplace alternatives, including democratic co-ops.

Pet transitions are overdetermined by everything happening in their 
economic, political, and cultural environments. As such, they are Rlled 
with contradictions and change unevenly. Transitions happen here 
but not there. —ometimes the transitions are Uuickz at other times they 
drag and delay. —ome democratic enterprises might not understand 
themselves as transitioning systems, while others focus on it.

;ooperatives of all kinds have long, complex histories. Dn many 
parts of the world today, they have carved out acceptable places, often 
on condition of remaining relatively small, within otherwise-capitalist 
economies. Lorker co-ops, and those who advocate for them, rarely 
confront capitalism explicitly, as the representation of an alterna-
tive economic system. They likely fear capitalismCs probable reaction. 
Monetheless, this confrontation could take many forms.

Yore labor unions could add the establishment of worker co-ops 
to their strategies when challenging capital. Lhen employers demand 
workersC concessions by threatening to close or relocate enterprises 
abroad, unions could refuse and instead establish worker co-ops.

1ocalities in the –— could use the legal right of eminent domain 
to purchase private property for a “community purpose”, such as 
organiIing and supporting worker co-ops. —uch community purposes 
could beGas they historically have beenGto obtain land and other 
resources for worker co-ops as part of strategies to mitigate unemploy-
ment and poverty.

Wigh school, college, and university curricula could include lessons 
and discussions about how the –— might do better than capitalism and 
o’er practical courses for establishing worker coops. qusiness schools 
and college economics departments could integrate alternatives to 
capitalism into their curricula.
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A politically encouraged form of transition could see progressive 
political forces ally with co-ops in systems of mutual support. ;o-op 
organiIations could be crucial connectors between an organiIed po-
litical left and workersC daily struggles inside enterprises. The worker 
cooperatives and their community supporters could provide support, 
labor power, and Rnancial help to left political initiatives and cam-
paigns. Dn return, the left could mobiliIe demonstrations, local ongo-
ing meetings, and electoral campaigns to secure legislative frameworks, 
capital, and markets needed for allied worker-co-op partners to thrive 
and grow. —uch partnerships could establish a sustained and sustain-
able economic base for left politics everywhere.

6or transitions, it would help for the worker co-op sectors of todayCs 
economies to grow. Then, others can view worker co-ops in action0 by 
learning how others experience life and labor within worker co-ops, 
by buying products from worker co-ops, and by living in communi-
ties whose economies include a signiRcant worker-co-op sector. 6or 
people to make informed, democratic choices about capitalist versus 
cooperative workplaces, a functioning worker-co-op sector needs to be 
part of their environment. Lhen people have and understand options, 
they make better individual and also social decisions.

6or transition to a democratic economy, we need cooperative 
struc-tures and models, in theory and in practice, as so many paths 
forward. The more of them we build, the more ways for people to 
think about and experience that transition. :olitical movements and 
parties must speak about and Rght for the political changes needed 
to establish and grow cooperatives in all sectors.

Transition will follow from alliances of capitalismCs victims and 
critics as they pursue two conBoint proBects0 (j) to increase the social 
presence of alternative economic systems (worker co-ops) within a 
declining capitalism, and (4) to organiIe victims and critics of capi-
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talism alongside members of worker co-ops into a combined political 
force committed to dispelling capitalismCs myths and their hold on 
people. This political movement would o’er solutions to capitalismCs 
problems that include basic system change and transition to a better 
society.

Moving on from Capitalism

Dt is a critical time in human history. The e’ects of capitalismCs in-
eUuality, instability, and inadeUuate response to climate change are 
converging into disasters. This will continue if we keep being led by 
a small minority of people interested, above all, in maintaining the 
proRt-driven status Uuo that beneRts them. ;apitalismCs last three 
centuries showed us that the fundamental changes we need proved 
impossible within the boundaries of the system.

Dn –— media, classrooms, and governance, public discourse largely 
ignores how the capitalist class structure of production contributes 
to the intertwined declines of the –— empire and its economy. Mo 
policy aimed at class change is permitted by the small minority of 
people who sit at the top of our society (at the peaks of our corporate 
organiIations, as well as Hepublican and Oemocratic ones). Lithout 
knowing about class-focused policies, the public cannot think about 
or debate them. 6or capitalists, that is the point0 keep class change away 
by keeping its possibilities and advantages out of sight and mind. To 
o’set that is what this book attempts.

Le cannot expect the capitalist systemCs mounting problems to 
vanish by themselves, as if magically, or by the action of our “leaders.” 
The latter is a big part of the problems we faceGa very small minor-
ity that deludes itself and the population as a whole. This minority 
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cannot face the roots of its multiplying failures in capitalism itself. Dt 
falls to us to deal with capitalismCs divided, and divisive, class structure 
of production. —erious attempts at basic social change reUuire that we 
understand capitalism critically and act accordingly.

;apitalism, surplus, and class are crucial issues. The campaign to 
democratiIe todayCs enterprises addresses all those issues at a key point 
of their connection. That campaign is a key class struggle of our time, 
the practical fruit of understanding capitalism critically.






