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 INTRODUCTION

The world is now suffering the second major crisis of capitalism in 75 years (not to mention the dozen smaller economic downturns in the US alone between the Great Depression of the 1930s and today). The crash that began in 2008 has exploded many beliefs carefully cultivated by academics and massively publicized by business and political leaders via the media subservient to them. The idea that modern capitalism was no longer subject to crashes with devastating social costs is gone. This latest boom gone bust dissolved the myth of a new kind of economy in the US and the UK bringing the world ever-growing wealth by spreading its institutions of private property, multinational corporations, and market freedoms. The notion that government deregulation would free the economy to grow has turned into the desperate hope that massive new government re-regulations and government economic interventions can save capitalism in the US, UK, and beyond from utter collapse.

In short order, the country’s largest insurance company, largest banks, and largest automobile company went bankrupt, in fact if not also legally in each case. Their collapses—and those of many other US corporations—exposed the massive leadership failures of their boards of directors. The US government placed the biggest (the infamous “too big to fail” crew) on life support with massive infusions of taxpayers’ money. Obama keeps promising to return them soon—once public money and concessions wrung from workers “restore their profitability”—back to the control of the same private corporate boards of directors who delivered them into bankruptcy.

Not all economists and others who paid attention to changes in the US economy over recent decades joined in that blindly uncritical celebration of all things capitalistic called “mainstream economic analysis.” But until the crisis erupted, economic activity plummeted, and millions lost jobs and homes, the critics had few platforms, few opportunities, and thus only marginal influence. However, the magazine Monthly Review, begun with Albert Einstein’s help in 1949 and published regularly ever since, kept its critical edge. In 2005 it opened a website to add an electronic magazine to its publications. Shortly thereafter, I began to publish short, topically focused articles there.

They critically analyzed the US political economy that I believed was in deepening danger of collapse. I have published critiques of the US political economy regularly since then. Most of them are collected in this volume. Gradually, after 2005, my writing goals changed. As the crisis loomed, I shifted away from exposing the economic problems and weaknesses that the mainstream celebrants of capitalism always missed or denied. I began to examine the depth, implications, and costs of the crisis to counter the mainstream insistences that the crisis would be averted, then that it would be short and shallow, then that the “bottom” had been reached, and so on. Finally, when the immensity of the crisis could no longer be hidden or ignored, even by the mainstream, my focus turned to criticism of the solutions proposed by first the Bush and then Obama administrations. Most recently, I have highlighted those solutions not attempted by both administrations. My point is to show why they deserve the discussion, debate, and application that the mainstream avoids in the US, UK, and beyond.

This book offers readers two different services, according to how you read it. The article titles listed in the Contents invite readers to pursue those aspects of this great crisis that interest them most. Teachers seeking to provide students with short, condensed, and readily accessible treatments of those aspects may find many of these articles suitable. At the same time, within each topical section of the book, the individual articles appear in the chronological order of their publication. Reading them in that order allows readers to follow the buildup to crisis, the crash itself, and then the political economy of crisis responses as viewed by a critic of the system. It’s a bit like reading a critic’s diary of the crisis.

Today, the mainstream of academic, business, political, and media leaders mostly celebrates how government programs are “solving” the crisis just as before it had celebrated capitalism as never needing government “intrusion.” Democrats have replaced Republicans in Washington; Keynesians have replaced traditional laissez-faire champions; the pendulum that swung rightward after the 1970s is now swinging back to the center. An unreconstructed fundamentalist minority fights the mainstream shift by insisting on the old religion of “private enterprise and free markets” as if the crisis were a minor blip or maybe even the fault of the demon government.

However, the crisis has so shaken most people that discussion about the economy can no longer be entirely contained and monopolized by the mainstream and the fundamentalists. The issues raised by the crisis go far beyond the stale old debates between those favoring more versus less government. The capitalist system itself has been placed in question. Conservatives inadvertently contributed to this questioning by pasting the label “socialist” on Obama to reactivate their demoralized base. More importantly, many on the political center-left and left rediscovered the importance and relevance of examining different kinds of socialism as systemic alternatives to a crisis-prone capitalism.

We critics now have an exceptional opportunity. We can develop further an already sizeable audience produced by capitalist crisis. That will depend in large part on our ability to show clearly that the crisis is systemic and that systemic change is among the “solutions” that should be considered. Books like this aim to make sure that public debate in and over this economic crisis will not be constricted to the narrow contest between more and less government. After all, what hit the fan was global capitalism, a system designed and managed by private enterprises and government working closely together. This book’s goal is to offer new and compelling arguments for thinking that systemic problems require systemic solutions. The articles elaborate and supplement the core themes of Capitalism Hits the Fan, a documentary film that I made in 2009 with the Media Education Foundation (www.mediaed.org). The articles also reflect a large body of research (www.rdwolff.com).







PART I: ROOTS OF A SYSTEM’S CRISIS

Today’s global capitalist crisis has many, deep roots in the cultural political, and economic processes that interact to comprise our world. The essays included in Part I highlight the complexities and the depth of those roots. The crisis is systemic in that it is a structural and recurring feature of capitalism. It is also systemic in its emer gence from basic contours of the history of the United States. Yet it is particularly rooted in a crucial shift that happened in the capitalist system during the 1970s when the average real wages of US workers permanently stopped their century of steady increases.

The end of rising wages had staggering consequences as it interacted with the institutions, attitudes, and behaviors of the larger US society and the rest of the world. Those consequences were all the more socially destructive because they were not generlly recognized or understood as connected to the sea change in wages. No genuinely public debate about that change—and the social costs of allowing it—has occurred to date. Instead, the politicians, major media and academic mainstreams repeated celebrations of capitalism’s efficient markets.

The social problem of a society suddenly ending a century of rising real wages was thus responded to individually by households, businesses, and governments. They responded with no consciousness of that social problem and its consequences. How they did so, as illustrated in Part I’s essays, culminated in today’s crisis. Individual responses are not only inadequate to solve social problems. They often worsen those problems until much costlier social solutions can no longer be avoided. So it has been in the US and beyond with capitalism’s latest crisis.

One goal of the essays gathered here is to provoke and inform a social debate about the causes of the crisis, one that does not shy away from questioning its systemic nature.








The Political Pendulum Swings, the Alienation Deepens

11 May 2005

FDR’s New Deal changed the tone and shape of US politics into a kind of moderate social democracy. Desperate to end the Great Depression nightmare, US voters secured FDR and the Democrats in power. The right wing, in and out of the Republican Party, dove into decline, agonized for years, slowly regrouped, and then revived. With Reagan and then Bush, it could finally redefine the tone and shape of US politics—this time to reverse FDR’s legacy. Today, liberals in and out of the Democratic Party hope to retrace a parallel path to reverse Reagan–Bush. The pendulum of US politics swings while its foundation remains unchanged, thereby alienating citizens from politics ever more deeply.

As FDR rose to dominance, the political pendulum swung left. The right wing recoiled from public life. A period of severe self-doubt broadened into a hopelessness that its political aims would ever again become the top policy goals for the nation. Only after a dozen years of bewildered political limbo would the Cold War and hysterical anti-communism provide right-wingers with a slow way back to power. They could then begin to undermine and displace the deep national consciousness that the 1930s depression was a social disaster for which private enterprise was to blame and state intervention the solution. The right wing’s mantra was to play a different blame game: denounce the left for supporting and the liberals for failing to foresee and protect against the “threats” to national security entailed by China’s “fall to the communists,” the Soviet acquisition of nuclear weapons and then space technology, and so on. The revived post-war US economy plus hyped anti-communism offered new possibilities and new resources for right-wing resurgence. At first, businesses heavily funded think tanks to attack and undermine the popular, journalistic, and academic mentalities inherited from New Deal dominance. Then, they branched out to fund efforts to build mass organizations of the right based on global militarism, fundamentalist religion, and reinvigorated racism. The latter evolved into movements using new technologies (such as direct mail) to tap mass funding that could supplement business money. The political pendulum began to move rightward.

To perfect its mechanisms, organizations, and finances, the right needed continually to adjust the demonizations of its enemies (from the John Birch Society’s anti-left witch hunts to Reagan targeting the “evil empire”). When anti-communism lost its usefulness after the collapse of Eastern Europe in the late 1980s, effective demonization politics required a new target. This time, patriotism, fundamentalist religion, racism, and militarism—supplemented by anti-gay and then, after 2001, anti-terrorism hysterias—coalesced against “the liberals” directly and explicitly. Before, the right’s attack on communism had only indirectly targeted “liberals” as sympathizers/fellow travelers/dupes of communism and socialism (treated as synonyms). With Bush, the right could more openly proclaim its primary domestic agenda: to reverse the New Deal in a fundamental reactionary switch. What anti-communism had only partially achieved, anti-liberalism should complete.

Culminating in the current Bush regime, the right-wing ascendancy plunged the New Deal coalition and its descendants into the same position the right had found itself in by the mid-1930s. The 1980s were years of the liberals’ deepening despondency, self-doubt, and political hopelessness. The Clinton years only briefly masked the desperation of their situation. The right had what seemed to be an unbeatable strategic game plan: an economy redirected to profits and the rich (who provided campaign funds) coupled with fundamentalist religion (that provided solace, meaning, uplift, and hope to the masses ever more stressed by Bush’s economic and social policies).

The more Bush policies benefited business, profits, and the rich, the more those policies cost workers: reduced real wages, deepened debt, extended working hours, strained family relationships, and reduced prospects for their and their children’s futures. Yet, at the same time, Bush’s carefully structured public relations successfully positioned him as the champion of the fundamentalist religion toward which stressed workers were turning in numbers sufficient to give Bush electoral victories. Indeed, liberals were effectively pilloried as disrespectful of religion and thus, by extension, of working people and their problems. The Democrats were exposed as offering no real solutions, no real alternatives to what the Republican right was already doing. There was little excitement among non-fundamentalists to vote for Democrats (seen quite rightly as only slightly less harsh Republicans), while there was intense feeling among fundamentalists to vote for Bush as their churches’ best representative and supporter. The Democrats deteriorated into the kind of spineless me-too party that the Republicans had been under Roosevelt.

Just as the post-New Deal right had to wait for the Cold War to offer a way forward, the post-Reagan liberals had to wait for Bush’s exploitation of 9/11 to unravel. And indeed, when it did, the political pendulum began a leftward shift. Bush displaced blame for not having prevented 9/11 by positioning himself instead as the nation’s guardian aggressively “taking the fight to our terrorist enemies.” The invasion of Iraq however failed its purposes by producing foreign opposition, international isolation, and growing US losses. Eventually, Cindy Sheehan put Bush on the defensive. As Bush moved to use 9/11 domestically to speed up his regime’s reversal of the New Deal, mass support for Social Security also put him on the defensive. Lastly, the spectacular exposé of federal government incompetence (or worse) in New Orleans put Bush on the defensive yet again. He had failed as guardian of the people’s security, failed to prevent grotesque incompetence and cronyism from corrupting his administration, and looked like God might NOT be on his side. Not only did Katrina hand the Democrats an arsenal of anti-Bush weaponry, it also revealed (deepening) racial and income divisions. When government officials fail to hide or effectively minimize popular awareness of such divisions, they anger the more comfortable voters who (consciously or unconsciously) expect insulation from the disturbing reality in return for their political support. Such voters become vulnerable to Democratic blandishments—how Democrats will “bring together” (that is, hide again)—what Republicans have revealed as (and thereby get blamed for) a divided society.

So now the Democrats may acquire the minimal courage to keep the pendulum swinging their way by gathering up the strands of Bush failures into a successful electoral presentation of themselves as the necessary antidote and corrective. In this, they seek to replicate exactly what the Republicans accomplished in the decades after 1935. After all, to win in the US electoral system usually requires only a few percentage points of voters to switch parties.

The old and tired oscillations between “liberals” and “conservatives,” between Democrats and Republicans, remain the basis of mainstream US politics. Pendulum swings work now for Republicans, now for Democrats. What the swings leave unchallenged and unchanged is the class structure of the country—the capitalist arrangements of production that divide people and products into workers versus capitalists and wages versus profits. No significant political force connects this capitalist system of production to social problems. No such force advocates changing the class structure as part of a solution to those problems.

When class structures neither change nor even seem open to change, the endless political oscillations eventually convey their superficiality to the public. Politics then loses all contact with basic questions of choosing among alternative social structures and among alternative goals and strategies for social change. At best, politics interests specific sub-groups only if, when, and so long as some specific issue of immediate personal concern is at stake (abortion, gun control, gay marriage, oil prices, etc.). At worst—and the worst is what we increasingly experience—politics pits irrelevant tweedledums against tweedledees, cynically advertised candidate #1 vs public-relations-driven #2. People then turn away first from political activism, then from participation and information, and finally even from the passivity of mere voting. A mass alienation from politics altogether deepens, immune to the vapid exhortations to civic duty. Politics descends into a special branch of business where politicians make money and advance careers by mutually profitable relations with other businesses. This alienation—and the caricature politics it both reflects and enables—will remain unless and until a class-based politics emerges to contest for power.



 

Dividing the Conservative Coalition

5 August 2005

The Bush government, itself a coalition of the willing, cobbles together four different streams of conservatives. Like all coalitions, it is vulnerable to events. Patrick Buchanan, the journal National Interest, and the think tank Cato Institute, are conservatives against Bush’s Iraq policy. Similarly, the conservative American Enterprise Institute and the Heritage Foundation criticize Bush’s fiscal policies. Moderate Republicans oppose the party’s extreme right wing on social policies and state-church relations. Strained also by other divisions, the coalition is vulnerable to divide-and-conquer interventions if its opponents clearly understand the different origins and goals of each coalition “partner.”

The first conservative stream is chiefly economic. It comprises that part of the US business community (plus its media and academic hangers-on) that seeks to roll back FDR’s New Deal. These interests distrust and attack state economic interventions that are not subordinated to private business needs and dictates. They favor deregulation of industry, reduction of worker protections (e.g., pensions, health and safety rules, etc.), cutting taxes on business profits and dividends, raising tax deductions for investments, and so on. From Taft-Hartley in 1947 through the current attack on Social Security, these “conservatives” relentlessly undo the “welfare state.”

The second stream—“neoconservatives”—is different. For Richard Perle, “conserving” the US requires reshaping the entire world in its image:

We are going to have to take the war against [the terrorists] often to other people’s territory, and all of the norms of international order make it difficult to do that. So the president has to reshape fundamental attitudes toward those norms, or we are going to have our hands tied by an antiquated institution [the traditional international system] that is not capable of defending us (Christian Science Monitor website).


Such global entitlement flows from a belief in the US’s absolute social, economic, and military superiority. Not only should the US realize its global ambitions, but its sole superpower status makes that possible. The first chance, in 1945, was lost in a failure of nerve (FDR’s and Truman’s); the second chance after the USSR’s collapse was also missed (Clinton’s fault). The last and best chance to make up for lost opportunities is now.

The third conservative stream emerged in reaction to the 1960s when young people weakened the traditional subordination of women and black Americans, sexual taboos, institutionalized religions, and the authoritarianism of schools and the government. “Social” conservatives mounted sustained campaigns against abortion, affirmative action, and non-traditional sexual relationships and for the renewal of traditional families, traditional religiosity, and traditional schooling. According to Rev. Bob Enyart, pastor of Denver Bible Church, “Christians who carefully study the Bible are best qualified to teach the world how it should be governed.”

The fourth stream arose in the 1980s and 1990s as a backlash against multiculturalism. New mass immigrations—from Asia, eastern Europe, and central America (especially Mexico)—demanded some accommodation of their different modes of thought, speech, and cultural norms; multiculturalism was one response. A new wave of conservatives countered by insisting on the absolute superiority of received US practices (English exclusivity, only “classic” school curricula, and so on). They revived earlier but still active nativist and isolationist traditions. In polarized debates, multiculturalists’ appeals for toleration of difference sometimes expanded to assertions of the relativity not only of cultural values but of science, knowledge, and truth itself. Multiculturalists thus sometimes embraced postmodernism. Outraged conservatives reacted by reaffirming the absolute superiority of US (or “Western”) culture and what it has established as truth. For the religious fundamentalists among them, that meant a return to biblical revelation. For the more secular, it meant a return to the scientific method and the objective truth it had established and upon which US society was built. By contrast, multiculturalism (and postmodernism, too) was condemned for leading civilization backward into “pre-modern” superstition and obscurantism. For the Ayn Rand Institute, multiculturalism seeks to obliterate the value of a free, industrialized civilization (which today exists in the West and elsewhere), by declaring that such a civilization is no better than primitive tribalism. More deeply, it seeks to incapacitate a mind’s ability to distinguish good from evil, to distinguish that which is life-promoting from that which is life-negating.

Over the last 25 years, these four streams formed a hegemonic coalition within US society. Neither Bush nor the revived Republican Party accomplished this coalition; rather it produced them. Chief among the social changes that enabled conservative hegemony were (1) declining average wages since the mid-1970s and (2) consequently greater inequality of wealth and income. With their living standards and relative social positions thus threatened, most American families sent more household members out to work. Women took first jobs or left part-time for full-time employment, men and women took second and third jobs, and everyone worked more hours. When that did not suffice, American families borrowed beyond anything ever seen anywhere. The resulting exhaustion, interpersonal tensions, and financial anxieties yielded crises of divorce, alienation, depression, drug dependence, and abuse.

Desperate Americans welcomed politicians delivering tax cuts (however modest) and heroic wars “to save us” from evil. Many turned to religious leaders promising salvation or at least solace. Fundamentalist churches refashioned their image as “loving communities” beckoning Americans who had ever greater difficulty finding community or love anywhere else. New audiences cheered celebrations of “traditional values” that sounded increasingly like battle cries for a return to the good old days before workers had unmanageable stress and debt. Of course, other factors also facilitated conservative hegemony.


The collapse of the USSR, 9/11, and the business concentration of US mass media all fostered or reinforced the coalition. Conservative hegemony also depended on successfully dividing the coalition that was the Democratic Party and thereby removing it as an effective opposition.

Yet divisions and tensions also beset the conservative coalition. While some fundamentalist religious leaders share the neocons’ enthusiasm for US global “dominion,” they don’t all agree on what dominion means. Not all advocates of rolling back the New Deal see benefits from denouncing multiculturalism. Not a few Christian fundamentalists find their alliance with opponents of Social Security and with neocons uncomfortable or worse.

The strategy of the coalition’s opponents can include aggravating its divisions and tensions. Oppositional think tanks might devise arguments against anti-New Deal business interests that document their support for the social agenda of religious fundamentalists. Oppositional media might weaken the appeal of anti-multiculturalist movements by stressing their alliance with neocon imperialists and their costly war policies. Systematically exposing religious fundamentalism as a key support for the anti-New Deal assault on such programs as Social Security might well yield powerful slogans for politicians seeking to divide and weaken the conservative coalition. Connecting neocon wars with rising federal power, taxes, deficits, and falling social support programs such as student loans and public services might well do likewise.

Of course, a positive alternative program and a counter-hegemonic coalition are the crucial requirements to defeat the conservative coalition. Yet, divisive intervention—based on a clear grasp of the coalition’s fragility—can make a difference. A successful strategy to reverse the current direction of social change requires both positive and negative components.



 

Economic Inequality and US Politics

13 December 2005

Over the last 25 years, economic inequality in the US grew. As the gap between haves and have-nots worsened, social injustices and tensions increased. As usual, politicians in power have devised projects and campaigns designed to distract attention from these realities. Opposition politicians wonder whether they dare attack growing inequality and champion programs for less economic inequality. But before we do the politics, let’s do the numbers.

The data on Americans’ income inequality are stark. According to the US Census Bureau, comparing data for 1967 and 2001, the share of total income flowing to the bottom 60 percent of US households fell from 32 to 27 percent. The share of total income flowing to the top 5 percent rose from under 18 to over 22 percent. The share of income to the “middle” barely changed. In short, the high-income receivers got big raises, while the majority low-income earners got even less than before. The middle struggled not to follow the poor downward even as it watched the rich rise ever further out of reach.

Wealth in the US—what Americans own rather than what they earn—is even more unequally distributed than income. Thus, in 2001, the top 5 percent of Americans owned 57.7 percent of the total wealth (assets minus liabilities). The bottom 50 percent owned a stunning 2.8 percent of the total. Wealth inequality, like income inequality, got significantly worse over the last 25 years.

The growing inequality between the rich, on the one hand, and the middle and poor, on the other, helps to explain many important features of recent US history. Since real hourly wages (money wages adjusted for price changes) fell across most of the last quarter century, working-class families sent more members out to work and also worked more hours. When that was not enough to maintain, let alone improve, living standards, those families took on massive new debts (via credit cards and home loans). Work exhaustion aggravated by debt anxieties worsened the stress levels across US households.

Meanwhile, the richest 10 to 20 percent minority can afford expenditures for “lifestyles” that the majority can barely imagine with a mix of envy and resentment. The Bush regime secures its chief financial base by delivering huge rewards to that minority (via tax cuts, deregulation, military spending, subsidies, and so on). The Bush Republicans secure the needed mass base by effectively mobilizing the majority’s resentment and envy into hostility against the urban, bicoastal rich labeled as “liberals” and Democrats (accused of taxing the middle to subsidize the lazy poor). Thus, Republicans paint Democrats as people who sneer at the struggling working class, denigrate its religious commitments, and ridicule its desperate efforts to reverse the disintegration of its households (read: its support of “family values”). The liberals and Democrats get pictured as anti-religion, elitist, gay-friendly, and sexually licentious. Anti-sexism is attacked as anti-family. Anti-racism is equated with government programs discriminating against the middle-income and poor whites. The anti-Iraq war movement is transformed into disrespect and non-support for working-class soldiers “defending their country.”

The economic difficulties besetting the US working class turn many of its members away from politics and even from merely voting. Others respond to the Republicans’ claims. In these two ways, enough workers abandon their formerly Democratic party affiliations to enable Republicans to win elections, expand state power, and use it to serve their economic and political bases. Meanwhile, Democratic leaders fear to lose financial support from the rich—their financial base, too, in a system of money-dependent political campaigns. Thus the spectacle of how little they do to blunt, let alone stop, the Republican successes. Democratic leaders refuse to make the workers’ deteriorating economic conditions the basis for a campaign to redistribute wealth and income back to them. Democratic politicians thus mostly lose; and, when they win, they do so by aping the Republicans.


Yet, pushing this political game too far risks backfiring. Some signs suggest that this may be happening. Shrinking polls show that Bush’s mass base is increasingly reduced to Christian fundamentalists, gun-control opponents, anti-environmentalists, and gung-ho militarists. They are fewer but harsher, more extreme. The problem is that they dislike and are, in turn, scorned by the rich and traditionally conservative backers of the Republican party, its main financial base. The latter wants first and foremost to limit state power. Big business mostly wants to keep the private sector that it dominates unthreatened by a strong state that might fall into the hands of opponents of that domination, leftist or rightist. With no left to fear in the US today, the Republicans’ moneyed financial base increasingly distrusts a Bush regime that keeps expanding state power chiefly to secure its own political survival by pandering to its shrinking mass base. As that base draws back, the Bush regime must offer ever shadier deals to ever shadier lobbyists and their clients: exchanging government support for campaign contributions, quid pro quo.

Conservative Republicans are thus backing away from Bush. So far, they are attacking mostly his regime’s increasing shady dealings: “Republican power in the service of lobbyists who, in their K Street habitat, are in the service of rent seekers—interests eager to bend public power for their private advantage” (George Will, “On K Street Conservatism,” Newsweek 17 October 2005: 78). Such conservatives will become increasingly interested in those centrist Democrats who promise to reduce state power. If this continues, the Bush era’s days are indeed numbered. Power may then shift to Democrats who will limit the state and protect the private sector’s status quo. Those Democrats will get considerable financial backing formerly provided to the Republicans. That—plus the traditional Democratic mass base, i.e., stressed workers looking for any change that might relieve the pressures they face—might then win enough elections to prevail as the next phase of American politics. If so, the Republican mass base will feel rejected and abused once again, thereby providing opportunities for the next generation of right-wing revivalist politicians.

Whatever the benefits of a defeat for Bush Republicanism, the deeper problems will remain. Democrats will not likely dare to jeopardize their return to power by any significant redistribution of wealth and power. If so, they will thereby invite another erosion of their mass base as workers turn their frustration and anger over economic inequality against the Democrats in power. That is, after all, how Reagan and the Bushes came to power. The big question remains: will the mass of Americans continue to tolerate these oscillations as the nature and limits of the nation’s politics?



 

Reform vs. Revolution: Settling Accounts

10 February 2006

US liberals—left, right, and center—have always justified reformism on the grounds that it is realistic. “Nothing more than a limited set of reforms is achievable in the present circumstances” has been their mantra. They insist that efforts toward more basic “revolutionary” social changes would be successfully resisted by the capitalist establishment, would not be supported by the masses, and thus are irresponsibly utopian provocations to right-wing reaction. In contrast, reforms can be won; they can actually make life better. So the reformers have sought to reduce unemployment, raise wages, improve working conditions, reduce racial and gender discrimination, improve educational opportunities, healthcare, housing, and so on. They boast about the reforms they have achieved: further evidence for them that reform was and is realistic and revolution a dangerous delusion.

Thus liberals and even most radicals have kept their struggles over the last century reformist by excluding revolutionary demands to end exploitation in the Marxian sense. That is, they have refused to demand that workers in each and every enterprise take over the receipt and distribution of the surpluses that workers produce, the “value added” by laboring activity, or what corporations prefer to call their “profits.” The revolutionary demands—that workers need and deserve to become their own bosses and thereby to eliminate the class differences and antagonisms between capitalists and workers—were dismissed or denounced by reformists. The profits had to be left in the hands of the capitalists: the price, in a sense, to be paid for reforms.

In the wake of the decline of left and labor movements in the US over recent years, reformism strikes many as the very most we can hope for, if even that is possible. For them, revolutionary goals seem even less “realistic” now than before. Yet, on closer examination, the exact opposite case can be made. Ironically, as we shall see, the Bush regime is making it.


Since the Great Depression, reformers in the US have struggled for rising wages and all those government supports that made up the New Deal then and the “welfare state” ever since. While they failed to achieve many reforms, they did achieve enough of them to support their advocacy of reformist politics. Reform, they said, “worked.” Their revolutionary critics reacted with two basic points. First, they declared it a strategic tragedy to have limited mass mobilizations to mere reformism when a revolutionary program might well have garnered support and thereby built a revolutionary movement. Their second point was to warn that so long as achieved reforms benefiting workers left intact the underlying capitalist organization of production, the capitalists could and would soon attack and eventually eliminate the reforms.

What the current Bush regime gives the revolutionaries is the proof for their second point. Step by relentless step, and despite occasional failures (such as last year’s assault on Social Security), the forces behind Bush have reversed the reforms. More reversals are underway. The social opposition to the program of reversal appears too weak, disorganized, and ineffective to do more than slow its pace.

The rising inequalities of wealth and income in the US especially since 1975, based on the rise of capitalist profits relative to workers’ wages, have had two key effects. To maintain, let alone raise, living standards, workers have taken more jobs, worked longer hours, and accumulated enormous debts. The resulting exhaustion and financial anxieties of working families have sapped the energies, resources, and organizations needed to secure the reforms won earlier. At the same time, rising profits have provided capitalists with the additional resources, confidence, and incentives needed to undo most of the reforms won over the last 75 years.

Today it is political “realism” to question reformism. History is settling accounts in the reformism versus revolution debate. Henceforth, social movements seeking reforms will need to include demands for revolutionary changes as necessary means to secure those reforms they can achieve. Otherwise workers will not regain confidence in reformist movements. No longer will it be an abstract proposition to combine reform and revolution within one political strategy for social change. That combination is becoming the only realistic left position.



 

Exit-Poll Revelations

13 November 2006

Exit polls conducted at last week’s elections reveal the contradictions and limits of the Democrats’ victories. As reported in the New York Times (9 November 2006: P7), the four fifths of US voters who are white preferred Republicans (52 to 48 percent), while blacks, Hispanics, and Asians chose Democrats (by 89 to 11, 70 to 30, and 62 to 38 respectively). Looking at voters’ income levels showed that the lower the family income, the larger the Democratic margin. Families earning below $15,000 preferred Democrats over Republicans by 69 to 31 percent. As incomes rose, the Democratic advantage fell: families with incomes over $100,000—23 percent of voters— preferred Republicans over Democrats by 52 to 48 percent. Democrats owe their victories in no small measure to the poorer and the less white among us.

Yet, consider these contradictory numbers for families with very high annual incomes ($150,000–200,000). Those living in the East preferred Democrats by 63 to 37 percent, a remarkable shift from 2004 when they preferred Republicans by 50 to 48 percent. For Eastern families earning over $200,000, the 2006 results showed a preference for Democrats of 50 to 48 percent, compared to 2004 when those families preferred Republicans by 56 to 40. Exit polls in the South, West, and Midwest, while less extreme, showed similar shifts. Many of the richest Americans changed their party preferences over the last two years.

The richest Americans provide most of the contributions funding Congressional campaigns. The Democrats got more votes in no small part because they got more money from those richer households: money used to offset both heavy Republican spending on TV advertising and media “reportage” that favored Republicans.

The exit polls therefore pose an obvious question: why did so many of the richest families switch their contributions and their votes to Democrats? Slate magazine’s Daniel Gross refers to “angry, well-off, well-educated yuppies, generally clustered on the coasts, who were funneling windfalls from Bush tax cuts into the campaigns of Democrats and preparing to vote for those who would raise taxes on their capital gains, their incomes, and their estates.” Gross thinks that hatred of Bush trumped their economic self-interest. If so, the question is why. Here is one possible answer.

What Bush accomplished was rarely a problem for his richest constituents. It was rather the manner, speed, and costs of his accomplishments that provoked growing criticism, distaste, and derision. In Iraq, he had dared to go further and faster to transform US foreign policy from multilateral diplomacy to aggressive unilateral militarism. Likewise, he went further and faster in widening the domestic gap between rich and poor, a daring demolition of what remained of the New Deal welfare state. These goals were popular with most rich Americans from 2000 through 2004. Moreover, 9/11 gave Bush the political cover and capital to pursue these goals further and faster. But as 9/11 receded into history, Bush’s pursuit produced a predictable backlash.

The war and occupation provoked violent resistance inside Iraq that the US could not contain. More importantly, it increased political, diplomatic, and ideological opposition to the US nearly everywhere. As the war dragged on and its costs rose, so too did criticism. Beyond harsh denunciations of that criticism, Bush moved to prevent potential domestic opposition by curtailing civil liberties and expanding federal power to wage an endless war against terrorism. The transformation of US foreign policy into a military unilateralism thus took on higher costs (political, cultural, as well as economic; foreign and domestic) than rich Americans (as well as others) were content to pay. They wanted US foreign interests to be advanced, but more slowly, multilaterally, and diplomatically than the Bush-Cheney-Rumsfeld approach.

Much the same happened to the Bush economic policies (tax changes, relaxed industrial regulations, cheap labor immigration, subsidies to favored industries, encouragement of job outsourcing, and so on). Together such policies accelerated the declining conditions of most middle-and lower-income families. Increasingly stressed by longer and harder work and mounting debts, those families had begun to complain about, criticize, and oppose Bush policies. The richest Americans had benefited from Bush economics far more than the rest of the population, as widening wealth and income disparities showed. Rumblings of mass discontent made many of the richest Americans determined somehow to soften and slow the Bush economic program. Otherwise it might be ended or, worse still, reversed.

The elections of 2006 may thus continue the basic Bush shifts in foreign policy and domestic economic change but less quickly, less sharply, less offensively. The elections weakened the Bush approach and removed some of its most aggressive leaders (e.g., Rumsfeld). The elections empowered Democrats to slow and soften Bush policies and thereby hopefully to reduce opposition to them. The richest Americans’ votes and contributions to Democrats represented their demand that the Bush program be drastically moderated. Bush, his cabinet, and their neo-con gurus were not trusted to achieve the required moderation quickly (even the James A. Baker III-Lee Hamilton commission redesigning Iraq policy was too slow, too little, and too late). Many of America’s richest concluded that financing and voting for Democrats was necessary.

Bush and “his” Republicans had gone far to reconstitute a pre-1929 kind of US capitalism and to reposition the US as the world’s dominant unilateralist military power as well as economic center. But en route to these welcomed gains, they had overshot the mark in ways deemed dangerous by many of the richest Americans. Thus, they turned to the Democrats to mollify all those offended, frightened, or damaged by Bush’s programs while consolidating and solidifying those same programs’ achievements. The classical oscillation between the two parties should once again serve the system and its chief beneficiaries that finance them both. Republicans can console themselves with the knowledge that, once the Democrats have done their job, Republicans can reasonably expect America’s richest to switch back and support their approach yet again.



 

Real Costs of Executives’ Money Grabs

28 December 2006

Goldman Sachs, the investment bank, paid out over $16 billion in 2006 “bonuses” to its employees, with over $50 million going to its chairman alone. Pfizer, the drug company, paid a “severance package” of $200 million to its just-resigned chief executive. Many other large corporations acted similarly. All this is legal, given the laws and rules that corporations win from their political allies. Indeed, the latest ruling by the Securities and Exchange Commission (SEC) allows corporations to obscure what they pay top executives—“a victory for corporations,” the New York Times called it (27 December 2006: C1).

The real costs of such executive payouts are immense. One such cost is suggested by what the executives themselves say when they explain their opposition to workers’ wage increases. Then they argue that, if wages were raised, it would inevitably require the prices of what those workers produce to also rise, thereby hurting consumers in the end. The executives position themselves as guardians of consumers’ interests against the workers’ “unreasonable demands” for wage increases. If one accepts this logic, it must then apply as well to executives’ pay packages. The billions paid out to executives will likewise “inevitably require prices to rise.” Put simply, the companies that pay billions to top executives will do everything they can to recoup those payouts by charging more to their customers and thus ultimately to consumers. We all pay for those executives’ money grabs.

Yet we pay in more ways than just higher prices. When the companies that hire an investment bank like Goldman Sachs have to pay huge fees (needed to enable the “bonuses”), it hurts those companies’ profits. They will respond by trying not only to raise their prices to consumers but also to save on their other costs. Similarly, companies like Pfizer will try to offset the cost of their huge executive payouts by not only raising their prices but also saving on their production costs. Cost reductions have been achieved by shifting from full to part-time work, from regular to “temp” employees, from union to non-union work-forces, and from US to foreign workers. Thus, high executive payouts mean, for most of the rest of us, lower incomes and fewer jobs as well as higher prices.

We also suffer the consequences of high executive payouts in still other ways. The billions paid out by corporations in bonuses and severance packages for top executives are billions not spent on other things. For example, those billions could have been spent to improve technology, invent new products, provide training to raise workers’ productivity, and in other ways grow these corporations and make them more globally competitive. One reason why most capitalist corporations in other countries do not pay their executives as much as US corporations do is that they are more focused on competitive growth. In the long run, such trends also threaten US workers as a whole.

The costs of huge executive payouts are neither corrected nor compensated by our political system, as the SEC decision mentioned above shows. Where once the top income tax bracket—that affected chiefly the sorts of huge incomes now grabbed by executives—was 91 percent, in recent decades it has been more like 35 percent. The rich got the tax laws changed to allow them to keep more of the payouts they arrange for themselves. Changed tax laws have thus been an immense incentive for executives to grab as much as possible now before mass opposition might once again drive the top tax brackets back up to where they once were.

The executives learned from US history. In the final decades of the nineteenth century, leaders of corporations took huge payouts to establish huge fortunes. One reaction was the passage of an income tax law in 1910 aimed exclusively at only the richest Americans. Those richest Americans quickly developed a counter-strategy to change the new income tax law.

They succeeded and thereby spread the burden of the income tax across the entire population, which eventually undermined popular support for the income tax. In a burst of income-tax opposition around the time of Reagan’s presidency, the richest Americans got another tax-law change—tax cuts— giving them by far the biggest tax break. And so, very predictably, the zoom-up in executive pay packages took off to reach the record 2006 numbers.

All of which makes one wonder which of the following three scenarios will best describe what happens in the next few years. Perhaps the divisions separating the rich from the middle and poor will expand even further, with all the social consequences that flow from growing inequalities. It is worth pondering the implications of having 15 million Americans who earned the minimum wage of $5.15 per hour for 40 hours per week in 2006 struggling alongside the $53.4 million “bonus” of Lloyd Blankfein, the Goldman Sachs chairman, which works out to be over $25,000 per hour for his 40 hours per week (New York Times, 24 December 2006). As a second possibility, the Democratic gains last November might revive demands to limit executive grabs by new tax and other laws. As a third conceivable scenario, Americans may learn from history to suspect that a new set of laws will be as easily undone or evaded by corporations and their executives as the last set was. Then they will have to consider more basic changes in how enterprises are organized and run, who makes the basic decisions, and what are the ultimate goals for the production of goods and services and the incomes generated from that production.



 

The Decline of Public Higher Education

17 February 2007

Over the last quarter century, Americans got used to the idea of their children going on to colleges and universities. In the early 1970s, about 8.5 million Americans attended such institutions; by 2004 the number had doubled. The US population across this time rose by less than 50 percent. This spectacular growth in our student population reflected the pent-up demand of the mass of Americans for what they had viewed as a luxury as well as a ticket to better jobs and higher incomes. The demand would have far exceeded the supply had not most of the states rapidly increased facilities for public higher education. Today, the vast majority of US college and university students attend public, not private, institutions. Yet therein lies precisely the problem.

The last quarter century, and especially the last decade, have also moved the country rightward towards less government provision of social services (like public higher education) and more privatization. Real wages have stagnated since the 1970s, so most Americans are finding it ever more difficult to pay for public higher education. Meanwhile its costs have been rising far faster than the general level of inflation. We are on a collision course in which a historic demand for higher education—which has now become an embedded expectation for half the population—confronts a rapidly escalating rationing of enrollment by cost. Social tensions and rising resentment and anger are sure to follow.

Let’s take the example of the main campus of a major state university: the University of Massachusetts at Amherst. Approximately 25,000 students, undergraduate and graduate, attend that university. About three quarters come from Massachusetts households. The total cost for in-state undergraduate students went from $2,340 in 1978–79 to $16,584 this academic year. That increase was three times as big as the rise in the consumer price index over the same period. The increase was larger still for out-of-state undergraduates. Given that real wages stagnated across this period, paying for their children’s college-level education presented families with an ever-rising level of financial difficulty. No wonder the data shows that American workers over the last 25 years steadily increased the number of hours worked per year (multiple jobs and/or more overtime). No wonder those families increased household debt at historically unprecedented rates to historically unprecedented levels.

Nor is it any wonder that students now graduating US colleges and universities do so with increasing levels of personal debt (in addition to their parents’ household debt) taken to pay part of college costs. The US Department of Education says that in 2004–2005, two thirds of students graduated from colleges and universities with debt (averaging $15,500 at public schools and $20,000 at private schools). In New York, which runs the nation’s largest system of public higher education, the average debt was $21,000 then, and it is higher today.

Several lessons flow from this situation. First, many parents have reacted strongly to the additional stress and exhaustion (from the increasing hours of paid work they have undertaken) and the additional debt anxieties (from the fast rising levels of household debt) incurred since the early 1970s to finance runaway college costs. Some have turned against higher education in a deepening rage about the financial burdens that it imposes. This can take the form of hostility toward teachers and teachers’ salaries in so far as these are blamed for rising college costs. It can take the form of a cultural turn against higher education: viewed increasingly as an unnecessary and useless distraction from “real” life and a job or as a luxury indulgence for the idle or both. Most likely, anger about college costs will flow into the growing “middle-class malaise” that fuels the rhetoric and campaigns of many Democrats and mystifies so many Republicans (at least, those who don’t simply deny it or its basis in hard realities).

Nor have matters been improved as public universities, to save costs, resort ever more to substituting overworked and underpaid “adjuncts” for the full-time tenured faculty who used to do most of the teaching. New PhDs face ever fewer tenure-track jobs and so must take multiple adjunct positions at different institutions. They have far less time for each class and little or no time for the research that should enable them to keep up with their discipline and improve their teaching across their working life. Grossly underpaid in comparison to what tenure-track teachers get, they resent their situation. Rising pressures not matched by rising resources, respect, or remuneration also provoke more dissatisfaction and resentment among the relatively shrinking portion of tenured professors. The deteriorating circumstances of the teachers spill over to diminish the educational experiences of the students. The students have thus been required to pay ever more for ever less in the way of educational services. What keeps students in school is the terror of facing a deteriorating job market without a degree. They remain students despite the quality of their classroom experiences.

Nothing better illustrates all these trends than the current rapid proliferation of “distance-learning”—the prevailing euphemism for internet-based courses. In them, very low-paid adjuncts administer electronic courses that students increasingly substitute for the formerly in-person engagement with tenured professors. In many state universities, faculty reductions have so limited classes that undergraduates find it necessary to add an extra semester or two (and its heavy costs) to get sufficient classes to graduate in their chosen major fields. Offering such students “distance-learning” via the internet is proving a profitable new opportunity for such universities.

The finance-driven turn to adjuncts and distance learning widens the gulf between public and private higher education. The private colleges and universities see the decline of public colleges and universities as a competitive opportunity in the business sense. The democratization of higher education had been notably advanced after World War II when the states built up first-rate institutions that often outperformed the best and oldest private institutions. Now, that short-lived democratization is unraveling and with it the quality of higher education provided to the majority of our students. A differentiation of first-class (private) and second-class (public) higher education is hardening into the norm with many state and community colleges sinking further into still lower quality educational experiences. It would be hard to exaggerate the complex consequences of these developments for many years and in many domains of our society.
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