
The political economy of equality
Distributive Justice and the 

further Critique of Liberalism

What do we deserve?

Presenter
Presentation Notes
In today’s lecture, “justice” means a “just” allocation and distribution of goods and power.



Political Economy Questions

• Who are we?
• Are we really free?
• What do we deserve? What is “justice” in the 

allocation of resources?
– The Market System
– Equality of opportunity
– The principle of redistribution



For most classical liberals, both political and 
economic, Freedom Trumps Equality

• Liberal theories believe that justice is best served through freedom
• And believe that the moral worth of a system of political economy must 

be judged by its contribution to aggregate utility
• Free Markets are blind to ascriptive characteristics of people
• Democracy ensures that everyone has equal political freedom!
• For Adam Smith, the market is the superior means to abolish class, 

inequality, and privilege. 
• Why do we care about “moral worth?”  Except for rational choice, and 

later welfare state theories, we are looking at theories which are 
making arguments about the BEST political economy----the best 
relationship between the market and the state----The question of 
course is:  Best for whom?  For liberals, it is everyone…..

• Aggregate utility means the good of the whole group

Moral worth of the market: 
aggregate utility of growth
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Why do we care about “moral worth?”  Except for rational choice, and later welfare state theories, we are looking at theories which are making arguments about the BEST political economy----the best relationship between the market and the state----The question of course is:  Best for whom?  For liberals, it is everyone…..Aggregate utility means the good of the whole group



Review: CRITIQUE of Econ. Liberal Theory

Efficiency  Growth  Better life for all NO! DOUBLE 
MOVEMENT!

Competition guarded by Rule of Law

Price Mechanism (information about value+ lowers 
transaction costs  NO! PRICE DEVALUES

voluntary exchange NO EXCHANGE IS MANIPULATED with no 
state interference NO! STATES ARE KEY ACTORS IN MARKETS

Key Assumption is the rational individual who wants Freedom: 
NO WE ARE IRRATIONAL AND UNFREE…  INSTITUTIONS NOT 
INDIVIDUALS ARE KEY ACTORS….WE LIVE IN HIERARCHIES
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Humans have erected barriers to exchange, contrary to their natureWhen those barriers are removed people will “truck, barter, and trade,”Transaction costs are all those things that prohibit exchange.  When money becomes a commodity, more trade will take place because it expresses the price of a good and lowers transaction costs.Price also tells us the value of a good.  It contains lots of informationIt also gives us information about what might allow us to reduce our costs and sell or buy a good at a lower price.It thus stimulates competition,Which in turn stimulates innovationAnd specialization.When there is lots of specialization, we divide up our labor, (producing goods with the lowest opportunity costs) reducing prices even further.  We specialize in producing what we have a comparative advantage in.That’s efficientAnd efficiency leads to growthy, and growth gives everyone a bigger piece of the pie.



The link between markets and 
democracy:  how we define democracy

• we often conflate liberalism with democracy.
• Dysfunctional democracies:  Many societies counted as "democratic" using 

standard measures are really "dysfunctional democracies" where traditional elites 
dominate politics through control of the party system, political influence, vote 
buying, intimidation and even assassination. Colombia, which has had regular 
democratic elections for the past 50 years, is a typical example. 

• Illiberal democracies  Suppose an election is declared free and fair,“  but those 
elected are "racists, fascists, separatists.

• Democratically elected regimes, often ones that have been reelected or reaffirmed 
through referenda, are routinely ignoring constitutional limits on their power and 
depriving their citizens of basic rights and freedoms. 

• From Peru to the Palestinian Authority, from Sierra Leone to Slovakia, from 
Pakistan to the Philippines, we see the rise of a disturbing phenomenon in 
international life -- illiberal democracy. 

Dysfunctional Democracy Illiberal Democracy
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Dysfunctional democracies:  Many societies counted as "democratic" using standard measures are really "dysfunctional democracies" where traditional elites dominate politics through control of the party system, political influence, vote buying, intimidation and even assassination. Colombia, which has had regular democratic elections for the past 50 years, is a typical example. Illiberal democracies  Suppose an election is declared free and fair,“  but those elected are "racists, fascists, separatists.Democratically elected regimes, often ones that have been reelected or reaffirmed through referenda, are routinely ignoring constitutional limits on their power and depriving their citizens of basic rights and freedoms. From Peru to the Palestinian Authority, from Sierra Leone to Slovakia, from Pakistan to the Philippines, we see the rise of a disturbing phenomenon in international life -- illiberal democracy. 



Do Markets and (even liberal) Democracy 
complement each other? Not necessarily

• 1. Economic Liberal:  Democracy is bad for 
Markets (instability and rent-seeking populist 
pressures) soooo…                                
Authoritarian Governments stabilize markets

• 2. Political Liberal: Markets are bad for 
Democracy (inequality destroys freedom and 
wealth concentration destroys democracy) 
sooooooooooo

Democracy requires public ownership and planning



Distributive Justice Theories

• Disagree.  They believe that 
political economy should be 
more concerned with equality 
than with freedom.

• They are concerned more with 
inequality than with freedom in 
the production and allocation of 
goods in society

• Inequality is injusticeDistributive 
Justice

Freedom







$25 million…..Is it Fair?



“Original Position”

• “the Rawlsian device of the "original position" 
has proved useful. In the hypothetical original 
position, which is an imagined state of primordial 
equality, individuals are seen as arriving at rules 
and guiding principles through a cooperative 
exercise in which they do not yet know exactly 
who they are going to be (so that they are not 
influenced, in selecting social rules, by their own 
vested interests related to their actual situations, 
such as their respective incomes and wealth).”        
----Amarta Sen



Political Liberals says that in the original position, rules won’t be 
Arbitrary (Arbitrary means rewards and punishments that 
enhance or diminish life prospects are based on factors for which 
people can claim no credit or blame) 
• Justice is Blind.  It applies 

to all equally. (original 
position

• Equality of opportunity is 
Necessary. (equity—
fairness—based on merit)

• is it enough?  (level 
playing field)

• Does it still leave room for 
arbitrary factors that 
create inequality?

• Redistributive Principle
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Preference for Equality or its functional equivalentFirst principle of distributive justice advocates the allocation of equal material goods to all members of societyAlternatively, strict equality in allocation isn’t necessary, as long as unequal allocation ensures that the least advantaged in society are materially better off than they would be under strict equality.John Rawls' alternative distributive principle does not conform to strict equality so long as the inequality has the effect that the least advantaged in society are materially better off than they would be under strict equality.If we are convinced they are better off, we will tolerate economic inequality.





Redistributive Principle

unequal but 
better



What do we deserve?

• “Those who have been favored by nature. . .may gain 
from their good fortune only on terms that improve the 
situation of those who have lost out. No one deserves 
his greater natural capacity nor deserves a more 
favorable starting place in society. But, of course, this is 
no reason to ignore, much less to eliminate these 
distinctions. Instead, the basic structure can be arranged 
so that these contingencies work for the good of the 
least fortunate. No one should gain or lose from his 
arbitrary place in the distribution of natural assets or his 
initial position in society without giving or receiving 
compensating advantages in return.”



The Market system

• Economy :  Market 
provides entitlements but 
not what we necessarily 

deserveSociety

Presenter
Presentation Notes
To his devotees, Polanyi showed the free market to be the enemy of humanity in "The Great Transformation." It was an alien form of social organization, he argued, created in 18th-century England only by state action propelled by ideologues. By displacing the natural social state — an idyllic system of mutual obligations that bound and protected individuals — the free market brought inequality, war, oppression, and social turmoil to just and peaceful societies.the market is embedded in society. Thus, any attempts to remove it from society (think neoloberalism) are utopian and bound for failure. 



What we deserve and what we are 
entitled to in a market system

• Two different things
• :" A just scheme, then, answers to what men 

are entitled to; it satisfies their legitimate 
expectations as founded upon social 
institutions."(8) These entitlements are the 
joint product of the properties and actions of 
the individual and (assuming the institutions 
are just) the institutional rules within which 
the individual is a participant."



The Libertarian’s Answer

• "Life is not fair.  It is tempting to think that 
government can rectify what life has 
spawned."  --Friedman 



Should we be free to own all of the 
fruits of our talents?

– there is no freedom in a poor person’s decision to 
buy food and not buy a Porsche. 

• Those who focus on the issue of equality ask:  
Who wins and who loses?

• The liberal answer is that we all benefit, and so no 
one loses. 

• Distributive justice theories say  because the 
market creates inequalities, The rich stay rich and 
the poor stay poor

• The result is not only economic, but social and 
political inequality ?

Or Are our Talents collective assets?
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Those who promote the idea of distributive justice are interested in correcting the unequal distribution of wealth that the market produces.  Who does the market benefit, and who loses from the market? The liberal answer is that, because free trade creates aggregate wealth, we all benefit—we are better off now than before free exchange, and therefore no one loses. the market might create wealth, but wealth for whom?  , and not even liberal theorists suggest that markets will create wealth equally for all market actors.  . These two perspectives do not necessarily suggest that if you create a competitive market, you will disperse power as well as wealth. Political power, in the hands of the wealthy, secures its own self-interest. They believe that Power does control wealth The critical theories say that is not true. In fact, the market destroys freedom! there is no freedom in a poor person’s decision to buy food and not buy a Porsche. the connotations of freedom seldom include images of poverty. 





The Market system is not unchangeable…..

• M

The social system is not an 
unchangeable order beyond human 

control but a pattern of human 
action.... The principle [of 

Distributive Justice] is a fair way of 
meeting the arbitrariness of 

fortune"

Society
“The social system is not an 
unchangeable order beyond 
human control but a pattern of 
human action.... The principle [of 
Distributive Justice] is a fair way of 
meeting the arbitrariness of 
fortune"

Market
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To his devotees, Polanyi showed the free market to be the enemy of humanity in "The Great Transformation." It was an alien form of social organization, he argued, created in 18th-century England only by state action propelled by ideologues. By displacing the natural social state — an idyllic system of mutual obligations that bound and protected individuals — the free market brought inequality, war, oppression, and social turmoil to just and peaceful societies.the market is embedded in society. Thus, any attempts to remove it from society (think neoloberalism) are utopian and bound for failure. 



Why does Sen care about Global 
Justice?

• http://fora.tv/2010/05/06/Jeremy_Rifkin_The
_Empathic_Civilization_Animated

http://fora.tv/2010/05/06/Jeremy_Rifkin_The_Empathic_Civilization_Animated�
http://fora.tv/2010/05/06/Jeremy_Rifkin_The_Empathic_Civilization_Animated�


Marxist 
and neo-Marxist

Theories of 
Political economy

Three “Laws” of 
Capitalism



First of All, What is Capitalism?

• A market system in which the means of 
production are in private hands. 

• Profits of that production accrue to those who 
own the means of production

• The Three Laws are……
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the means of production (machinery, factories, property)Thus the economy depends on private enterprise, in which the various things needed for production (land, machinery, supplies) and the profits produced by such production are owned by particular individuals. Remember rational choice theory?  Profit results from a cost-benefit analysis and decision to reduce costs and expand benefits in a strategic environment.  Profit represents net benefitSimply put, capitalism can be understood as an economic system where the economic activity of the society is producing man-made goods and in which the means of production (factories, land, mines, shops) are in private hands. That is, the productive life on which the economy depends (or a significant part of it) proceeds through private enterprise, in which the various things needed for production (land, machinery, supplies) and the profits produced by such production are owned by particular individuals. Historically, according to Marx, capitalism means whole system of social relations associated with the separation of “bourgeois society" from the family and the state, wherein the relation of buying and selling dominates all other social relations. The three laws are:



1. Exploit Labor!



2.



3. Capitalism will die no matter what!



First Law of Capitalism: Exploit!

• Unequal distribution of wealth is caused by 
exploitation, both in production and 
distribution of wealth.  

• HOW?



Assumptions About Exploitation

• A. The central actors are economic classes, 
not individuals

• B.  Private property creates these classes, and 
ensures that they have unequal power

• C. Private property ensures exploitation of 
one class over another---If you own property, 
you get to exploit those who don’t
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What?We just learned that rational individuals were the central actors and that their property was what they needed to engage in free, voluntary exchange, and that the value of those goods was expressed in their price, determined by the law of supply and demand!



Assumption: Individuals are not the key actors: 
The importance of economic class for Marx

• Your economic class is determined by where 
you are in the production process

• Historically, every kind of production produces 
class conflict

• Where you work and what you own 
determines who you are!

• And your identity is submerged in the class of 
people that you fall into:  owners or workers

Presenter
Presentation Notes
A. The central actorsEach form of society is characterized by its mode of production, the way in which labor is typically divided to produce things. Each mode of production involves some characteristic and deep-seated conflict:Between slaves and masters in slave societiesBetween lord and peasant in feudal societyBetween capital and labor in capitalist societyMarx held that your material circumstances--where the money comes from, who you work for, how long and under what conditions you work--determine your identity.human identity is determined by the material conditions you have to face in order to cope with life.For liberals, this isn’t the case:  Your identity is that of an individual, a free individual in the ideal liberal political economyFor Marxists, our individual identity is submerged in our social class:  the capitalist class on the one hand and the working class on the other.  The capitalist class owns property—the working class does not.One more thing:   In liberal theory, consumers are the main focus of attention, while firms are merely black boxes that transform raw material and labor into commodities that people want to buy.  This doesn’t mean that liberals aren’t concerned with labor markets, but it isn’t the central focus.  Liberals are concerned with ALL markets.  Marx himself was primarily concerned with production----with labor markets, where economic classes are produced and reproduced.  Everything else flows from there.



Class Exploitation in in four easy steps

• Ownership of Property creates two classes:  
capitalists and workers. Capitalists own the 
machines (capital) and labor owns……their labor!

• Only Labor (not the market) creates value
• But by virtue of his ownership of capital, the 

capitalist class turns Labor into a commodity 
• And because he owns capital, the Capitalist 

extracts surplus value from labor, and this is 
his profit.



Step 1: Private Property
• Private property in liberal theory is the reward for talent----the means by which 

entrepreneurs capitalize their talent
• Marx based his critique of private property, not on the moral principle of justice, but on the 

moral principle of freedom. Capitalism negates the value of freedom.

• one is only truly free when one is in the control of one's affairs. 

• Private ownership, by dividing society into the propertied and the propertyless, denies to the 
propertyless the direction of their affairs, stands in opposition to a flourishing and 
harmonious society, and imposes upon all the clutch of the market's invisible hand.

• I use the word “labourer", to refer to a person who works for a living as and when conditions 
allow it, rather than someone who lives off property.

In their work, men were dominated by property, and instead of men using things, things used men. 
This was true not only for workers who became slaves to machines, but their employers who had to 
use their property to make profits, since otherwise they would be driven out of business.

f individual motivation is understood in terms of self-interest, which is in turn understood in terms of 
accumulation, then possession is made fundamental to our identity. Economics tries to ground its 
analysis in the utility-maximising individual; but we can analyse this idea as itself a fiction, created to 
justify the true ground of economics: private property. 

It [private property] is, therefore, a right of inequality,in its content, like every right. Right, by its very 
nature, can consist only in the application of an equal standard
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In Liberal Theory You get to own property when you work on it---when you add value to something (Locke)Marxist critique: private property undermines freedomPrivate property creates social classes: those who have property and those who don’t.Men don’t use things, things use men!This causes social conflict



Step 2: Labor Theory of Value

• Labor creates value.  
• money has no intrinsic value unless it can 

purchase stuff made by labor
• Capital has to be mixed with labor to create 

marketable value.

Presenter
Presentation Notes
It is labor, not capital, that creates value.  (Just like John Locke)money itself has no value unless it can command the serviceable things produced by labor.  Capital does not grow of itself; it must be mixed with labor to create marketable value.Capitalism produces commodities (things) which it sells. The value of a commodity is determined in large part by the amount of labour necessary for its production. What the working person has to offer in production is labour power—the value of the worker is the labour power he provides for the manufacturers. In effect, the capitalist purchases as much or as little of labour power as he needs to produce his commodities. And the labour value is reflected in the value of the commodity. 



Step 3: Labor is turned into a 
commodity to buy and sell

• a commodity is. It is something which can be exchanged for other things on the market - something 
which thereby has an exchange value.

Commodification refers to those processes through which social relations are reduced to an exchange 
relation, or as Karl Marx (1978) refers to it in the Communist Manifesto, as "callous 'cash payment.'" 

“ nexus between man and man is naked self-interest, … callous “cash payment”. Capitalism has drowned the 
most heavenly ecstasies of religious fervour, of chivalrous enthusiasm, of philistine sentimentalism, in the icy 
water of egotistical calculation. It has resolved personal worth into exchange value, and in place of the 
numberless indefeasible chartered freedoms, has set up that single, unconscionable freedom — Free Trade” 

Marx focused on the commodification of the labor process, in which the real, material activity of labor by 
individual workers was transformed into abstract labor, just another cost the process of production 

A commodified worker is, in simple terms, a worker with a price.

• The commodification of labor, inherently alienates human beings from their true selves.. Since the 
worker does not own what he produces, since he lives as an extension of the machine, since he hates 
what he does, then the worker does not own his own life, he is in a basic sense simply a human 
machine. 

• Whilst reading about 'commodified labor' images of workers with price tags and discount tickets 
floated through my subconscious in much the same way one might imagine a car lot. Rows of eager 
workers aiming to receive the best price for their resources and skills while at the same time 
guaranteeing they don't get passed over in favor of the more appealing offer in the next row.



Wait!

• Liberal theory tells us that in free market 
economies, labor can be freely exchanged:  

• the worker can freely choose between 
alternative “utilities,” jobs, employers, and 
leisure trade-offs“ 

Presenter
Presentation Notes
  Thus, in a model free market, the worker is able to make decisions freely and without negative ramifications.  Liberal theory assumes all individuals are capable of market participation.  So commodification of labor is freedom!



Commodification leads to Alienation

• B. The Concept of Alienation—the commodification of labor corrupts a person’s very humanity
• For Classical Liberals and for Marx: the importance of a self-created life, because only in such a free activity can 

the human individual be most fully alive.  Any forced activity means a loss of what is most vital about human 
experience.  When Marx looked around him, he saw everywhere that human activity was about as far removed 
from a self-created life as it is possible to get. Millions of men, women, and children were little better than slaves, 
working at mind-numbing mechanical jobs in factories for a subsistence salary under hazardous working 
conditions which drastically shortened their lives. The system of private property leads to a total denial of the 
possibilities for a human life beyond mere animal existence. In a very real sense, the workers not only had no 
control over their lives; they did not own their lives, for they lived most of the time as extensions of machines 
which someone else owned, producing material goods which were not theirs. Nothing of themselves went into 
their work except their muscle power, for which they received a small hourly wage. Hence, their humanity was 
corrupted. To this situation, Marx gave the enduring name of alienation.  For Marx the alienation of the worker 
was all the more acute because of his view of human nature. Marx sees human life as defined by its material 
conditions. Human beings are what they do—and what they do is work to derive a life for themselves from the 
world around them. Everything about them, including their consciousness of themselves and their understanding 
of nature and their belief in God is a direct product of what they physically do in their daily lives. In other words, 
the human identity and the human being's consciousness of that identity are determined by work, by the material 
conditions which the individual has to face in order to cope with life. 

• An object contaminated by the alienating exchange-relation can never truly be our own – unless it leaves the 
capitalist system of exchange altogether. And this means that while we inhabit the capitalist world we can never 
be truly ourselves; If people in their daily activities have to deal with oppressive and dehumanizing material 
conditions, then they are not fully human, no matter what anyone can say about their spiritual or ideal identity. 
Thus, for Marx alienation is a physical and psychological condition which arises out of the conditions of modern 
work. Since the worker does not own what he produces, since he lives as an extension of the machine, since he 
hates what he does, then the worker does not own his own life, he is in a basic sense simply a human machine. He 
exists to himself as an alien object; he is conscious of himself as something he despises, rather than loves or 
enjoys or even recognizes as his own. 



Step 4: Extraction of surplus Value

$54 Profit = 
surplus value

Presenter
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When labor is bought and sold in the marketplace, The first condition of life for people who do not own capital is that they must sell their labour power in order to live. Even if they decide to set up a small business or become a sub-contractor or work as a self-employed worker, the relationship is the same. They must labour for the needs of the purchaser of their labour in order to secure the income stream for capital. Under capitalism, people do not work to live, the system requires that they live to work.2) Extraction of surplus ValueHowever, the total value of the commodity must be, in fact, greater than the labour value. There is a surplus value. For a part of the working day, the labourer produces the value of his work; for the second part of his day he produces a surplus value. This value goes directly to the owner of the factory. From this surplus value the owner deals with his own expenses and his profits.  Surplus value is what makes The relationship between capital and labor exploitative.  Workers do not realize the value of their labor in wages.  They create more value than they take home in their paycheck.  Capitalists take the "surplus value" for themselves.  Therefore, It is in the interest of capital to keep wages low.  the basic cleavage is between those who produce the surplus product and those who appropriate it for their own purposes. Marx was quite clear that whether a commodity was a service or a tangible thing was both irrelevant to both its status as a commodity and a carrier of value and of surplus value. The example of the teacher in a private school who “is a productive labourer when, in addition to belabouring the heads of his scholars, he works like a horse to enrich the school proprietor" (Capital Chapter 16)  The rich get richer and the poor get poorer in relative terms because of the extraction of surplus value.  For most of working America today, the quality of life is declining.  







The commodification of labor is not 
sustainable
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Commodification of labor is not sustainable because labor is not like the inanimate commodities that work produces.And the market is far from stable and is unrelenting to those unable to participate The absence of stability in the marketplace leads to the inability of workers to exercise freedom of choice.  Faced with the dilemma of an injury (think a head-gasket or deflated tires) the worker must withdraw from the marketplace to recover. But unlike a car with easily replaceable parts return to the marker may not be as simple or prompt and the worker will require an alternative means of income.  The inability to work decreases choice based on the sole premise that ones skills are no longer active and thus, no longer in demand as a commodity.  The employer will seek out alternative labor just as a dealer purchasing new vehicles for the lot would move right along to the cars in the next row; after all who wants a car lot of faulty or less than optimal vehicles?  The worker must find a means of survival. 



And surplus value will inevitably 
decline for the individual capitalist

• The reality of competition and utility 
maximization

• Leads to the need to make workers more 
productive 

• Which leads to the suppression of wages
• And the threat that someone else will be able 

to make a better product with less cost
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Marx's major critique of capitalism is that this surplus value must inevitably decline. So long as my surplus value is sufficient to generate a profit, other people will be attracted into my share of the market; hence, there will be less surplus value for me (since I will now be sharing the market with one more competitor). The more successful I am in generating surplus value, the greater my profits, and the more likely I am to attract competitors (my profit is always someone else's opportunity). Hence, my surplus value will decline if my competitors find ways to create more surplus value. This is the single greatest threat to my business, and I have no choice but to direct all my energies into keeping surplus value from shrinking too much.   He will seek to make the workers more productive (with longer hours and less pay), use cheaper workers (like children and women, so that families can all work and each receive less). These steps may, in the short term lead to some improvements if The owner could also treat employees better (e.g., with more rest periods, higher pay, and holidays) increases their productivity. However, there will be constant pressure from the declining surplus value to remove these costly benefits wherever they occur.The desire to increase productivity will lead the capitalist ruthlessly to do away with any traditions which interfere with that priority (e.g., religious holidays, Sundays free of work, any traditional gender differentiation among workers, any traditional laws or customs which stand in the way of maximum efficiency—for example the exploitation of children, common standards of "decent" treatment, any Christian reservations about abusing others).The bottom line is to make labor work more and to keep wages as low as possible. And the competitive realities of capitalism will inevitably require that, no matter how much I might like to pay the workers, I will have to lower wages. Otherwise, I will go out of business.



But the capitalist class will try to save itself: 
Response to Declining Surplus Value in a 

competitive market

• Maximize Utility in the following ways
– Scour the earth for cheap labor
– Replace human labor with technology 

(lean production)
– Find new markets
– Persuade people to buy what they don’t 

really need
– Find the cheapest materials
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Capitalism's Response to Declining Surplus ValueFaced with the inevitable decline of surplus value, the capitalist will resort to a number of strategies in order to survive (other than reducing wages to the minimum). He will do this by necessity, since the only alternative to not doing these (or some of them) is to go out of business.The capitalist will seek to move his business to places where labour is cheaper (e.g., offshore) or where the price of doing business is to his advantage (lower taxes, fewer regulations, cheaper land, and so on).The capitalist will seek to replace his human labour with machinery (but this requires often a large capital investment, which means loans and interest payments). This measure will lead inevitably to more people having no work at all, and it will initiate a retooling war, since any advantage gained by mechanization will have to be followed by all who want to stay in business. Hence, the competitive advantage of mechanization, like all other advantages, is only temporary.The capitalist will seek to open up new markets in other countries or to persuade people to purchase what they do not really need; and he will always tend to overproduce goods and then attempt to find ways to sell them somewhere.The capitalist will seek to obtain the cheapest possible materials necessary for his operation (if necessary, plundering the third world to keep operating costs low). This will be a great stimulus to research and development as well as to political exploitation (especially where land use and resource extraction are concerned).



But none of that will save it: So….the 
Second Law of Capitalism: GROW OR DIE

• Find the illusion of security in a competitive 
market through
– Capturing markets
– Concentration
– Capturing the state
– Using liberal ideology to soothe the masses
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THE SECOND LAW OF CAPITALISM IS:  GROW OR DIE	D. Expansion and Concentration.In his model, capitalists were a beleaguered species, constantly under pressure from competitors trying to enter their markets and steal their profits.   Capitalist firms must grow or die.  The capitalist is engaged in a ceasless, restless search for profitable enterprise, for ways of making still more money.  Ironically enough those with great surpluses of money have a most pressing problem of always having to find things to put that money into so as to protect or augment its value.  In feudal times, the nobles consumed the economic “surplus” created by the peasants, but in the industrial society, capitalists were forced to invest the surplus created by their employees or risk being swept aside by their rivals.   Furthermore, a capitalist economy is an unplanned and competitive one in which security is guaranteed to no one, not even the corporate giants.  A corporation searches for security by increasing its hold over resources through mergers and acquisitions, developing new technologies (which decrease the cost of labor even more) searching out cheaper labor markets, getting government to subsidize production and exports, mergers, etc. The Problem is that all the other big companies are doing the same thing.  So not even the giant corporations can rest secure for very long.  It is survival of the fittest in the capitalist jungle.



1. Expand! Capture Markets!
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Globalization is the inevitable effect of scouring the earth for markets as well as cheap labor



2. Concentrate  Wealth!

Presenter
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Competition forces the capitalists to increase their efficiency and capital investment or risk extinction.  As a result, capitalism evolves toward increasing concentrations of wealth in the hands of the efficient few and the growing impoverishment of the many. 



Capitalist “gobbles up his own”
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The capitalist will seek to gobble up his own—dealing with competition by takeovers, so that fewer and fewer big owners dominate more and more of the market place and the cost of entering into competition with them rises ever higher (no matter how high it rises, however, there will always be someone there to challenge those with an established market share).  Such mergers often enable the capitalist to "downsize," that is, to lay off large numbers of workers.In addition, of course, the capitalist may use illegal or deceptive means: cartels, monopolistic strategies, price fixing, false quality control, misleading advertising, and a number of other tactics that we are depressingly familiar with (like purchasing legislators who control regulations). Many of these, of course, are a violation of Smith's vision of a level playing field for all small business people. The purpose of all of these moves is the same: to maintain the rate of surplus value, to fight against its inevitable decline, and a business person with scruples which prevent him from employing tactics which work well for his competitors is forced to adopt them or to go out of business.



3. Capture political power.

O f
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Capture political power.For Marx the government was a “superstructure”  Government’s job is to uphold class relations in the market.  Government is on the side of the capitalists  The interests of the dominant class (the capitalists who are dominant by virtue of their ownership of the means of production) determine the interests of the state. Property creates conflicts of interest; the state exists to resolve these in favour of the property owner.Government in any state exists solely for the purpose of guaranteeing a given set of property relations.  In capitalist states, this means that government is an instrument of the capitalist class, "a comittee for managing the affairs of the whole bourgeoisie." according to the Communist Manifesto.   



American politicians are 
“subordinated” to capitalism
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Marx later singled out American politicians, saying they had been “subordinated” to “bourgeois production” ever since the days of George Washington.  The sight of a President granting shady businessmen access to the White House in return for campaign contributions would not have shocked him at all. Like all good big business politicians, when the capitalists come with money and gifts, Obama becomes their political guardian angel. For example, he is a loyal defender of the leading U.S. nuclear power company Exelon, which has given more than $74,000 to his campaign. Exelon is the parent company of ComEd, the energy company currently price gouging Illinois consumers. Agro-capitalists Archer Daniels Midland have reportedly lent him the use of private jets for his campaigns. A few months after entering the Senate, Obama bought more than $50,000 worth of stock in AVI BioPharma, a pharmaceutical company that would have benefited from legislation that he backed. 





4. Construct an Ideology to Defend 
Capitalism
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The Importance of Ideology as a Defense of CapitalismA particularly important strategy the capitalist will use to protect the declining surplus value and to defend his system against the increasing social dislocation it causes is the development of ideological coverings for the brutal economic reality of exploitation. What this means is that the capitalist will seek to find ways to persuade people that what is happening is the "right" thing, that it is "progressive" or "inevitable" or in some ways spiritually or ideally justified. In other words, the capitalist will have a great interest in developing ideas, entertainments, and ideologies which will conceal from the growing numbers of unemployed and alienated workers the economic reality of their condition, strategies to keep them productive (or at least obedient) in the midst of increasingly brutal conditions, while at the same time seeking to maximize the conspicuous consumption on which the system depends.Religion, for example, is an invaluable tool in keeping the toiling dissatisfied masses persuaded that their harsh conditions are ordained by God; "Religion is the opium of the people." liberal democracy is an invaluable means of persuading the people that they are "free," that in the "progressive unrolling of the historical development of freedom" they are precisely where they ought to be and have no right to complain, that in the concept of "progress" they are on the right track, and so on. To the extent that capitalism can persuade people that free speech is an essential duty, it will further persuade them to purchase newspapers full of advertisements which will be important stimulus to a more energetic participation in capitalism itself.Dominant ideas are a reflection of the interests of the ruling powers which control the production of those ideas, and the function of this ideational life is to mask or justify for the majority the concealed interests of the ruling owners:The ruling ideas, in other words, are always a mask for the interests of the real rulers, the capitalist owners, who are simply following what has always happened throughout history, namely that those in charge have developed official doctrines proclaiming the "truth" in order to shore up their own economic interests.The ideas of the ruling class are in every epoch the ruling ideas: i.e., the class, which is the ruling material force of society, is at the same time its ruling intellectual force. The class which has the means of material production at its disposal, has control at the same time over the means of mental production, so that thereby, generally speaking, the ideas of those who lack the means of mental production are subject to it. . . . 



Freedom’s just another word for 
nothin’ left to lose….

Presenter
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Free Speech is simply one more Liberal idea designed to deceive people about their alienated conditions, the idea is, as it were, a commodity whose purpose is to put an idealistic veil over the harsh capitalist realities.  Who owns the newspapers? Who runs the universities? Who controls the law courts? Who controls access to these public forums? Who owns freedom? Or as Joan Baez said after Woodstock: "Freedom might sell, but who's buying?" Marx's Critique of Free Market CapitalismThe reality of capitalism for Marx is that it is not free, at least not for the vast majority of people working in itThis idea, incidentally, is one of the most powerful and long lasting legacies of Marx's materialistic emphasis, his concern that the real meaning of an idea is intimately bound up with the material interests which give rise to it. Ask:  in every idea, what’s the economic agenda being pursued.The capitalist thus has a direct economic interest in giving people what has come to be called a false consciousness, in colonizing people's brains. The purpose of this is,, to sell more goods to keep surplus value sufficiently high to generate a profit. Hence, the close links between capitalist economic production and the marketing of "visions" of life brought to us by diet pills, running shoes, various forms of clothing, vacations, music styles, suburban living, universities, televangelists, political parties, a menu of therapies, and so on. This last point explains why Marx is so suspicious of Liberals who talk endlessly about "rights," "equality," "freedom," and so on, but how do those ideas actually cash out in the material world of liberal capitalism. Granting people freedom of religion, or freedom to own property, or even the freedom to vote, or increasing their personal security—these are all important steps, but they do not, in themselves, constitute the liberty Marx believes humans need to be fully themselves. And the reason is clear: they do not address the question of the underlying economic structure; they thus do not address the fundamental problems of human society. How much does one emancipate, say, a woman by giving her the vote and allowing her to work, when the only work she is permitted to do is in the pink ghetto?What use are these freedoms, Marx asks, if the economic realities of the "free," "equal," and "rights-bearing" individual make him or her effectively an alienated slave. What use are rights without economic power? 
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For example, if you ask a good liberal, like me, for a description and justification of, say, the PEIS major, I would give you all sorts of labels like Critical Thinking, learning community, friendship, general skills, learning for its own sake, the pursuit of truth, and so on. For the Marx those are simply the "official" veil thrown over the economic realities by the ruling class. What is really going on at the material level is that, for example, students are being forced to carry out obediently a series of meaningless tasks, to meet deadlines, to comply with authority, to write official standard prose, to come to classes on time, to sit passively through boring lectures in freezing rooms--in short they are being required to turn themselves into people eminently well suited for a career as a mindless servant of the capitalist system and to call this a valuable education—i.e., to acquiesce in their own alienation.  And what is particularly interesting, many of those undergoing this process have to acquire a huge debt in order to complete such programs.  Thus, they have little choice but to sign on to the capitalist endeavour at the end in order to meet the bank's demands for repayment.



Marx’s Prediction and Prescription: 
Capitalism’s inevitable death 
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capitalism, as Marx sees it, is a very tough system, very hard on the workers but also a constant warfare for the capitalist, too, a desperate scramble to stay on top in a situation where the basic conditions of the war never change, except the inexorable logic that sooner or later most businesses will inevitably fail or get swallowed up by a larger competitor. The oppressors are threatened not with deliberate retribution on the part of their victims, but with the inevitable destruction which history has in store for them. Capitalism fails due to its own internal contradiction: private appropriation of products of socialized production §         which alienates & emmiserates the workers§         which leads to deepening cycles of economic crises: recessions & depressions



The ultimate “double movement:” 
Revolution

Presenter
Presentation Notes
§         Calling forth violent revolution4wherein the workers seize control of the means of production: "The knell of capitalist private property then sounds. The expropriators are expropriated."§         Overthrowing capitalism & consolidating worker control7§         first under "the dictatorship of the proletariat"§         leading to the final stage of  Communism wherein the state withers away§         and we live in comity ... as the name suggests.proletariat has to revolt because it is being starved to death and must revolt or dieclass warfare is inevitable, history shows it to be thus. 



Was Marx right?
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Was Marx right? The usual answer is "no" with respect to his predictions in the Communist Manifesto. In some ways, to be sure, his arguments seem quite prescient, as in his warnings that capitalism's ever-expanding desire for markets that would lead to the creation of a globalized economy, his predictions that sovereign political systems would come to serve primarily as managing entities for multinational wealth About some things yes, other things no.the standard wisdom is that he was wrong about the consequences of these developments. In particular, it simply was not true that industrial capitalism resulted in ever-downward pressure on the living standards of workers, that the cycle of crises of capitalism continued to get worse and worse (after the global depression of the early 1930s), and above all that the middle economic classes disappeared as industrialization and corporate capitalism expanded. In the U.S. as in all western democracies, some combination of government intervention in the market and/or organization of labor produced counter-pressures that ensured that the immense wealth being created was shared. As a result, contrary to Marx's prediction of society devolving into two opposing classes, these western nations' economies were marked by the appearance of strong and stable working middle classes, a category Marx did not envision at all. But was Marx wrong, or was the creation of a working middle class merely a temporary exception? It is not news that the American working middle class, especially in the manufacturing sector, has taken a beating over the past two decades, nor that the increase in the gap between rich and poor has been accompanied by a progressive weakening of organized labor.  



Wealth is concentrated….
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among this top 10 percent, the growth was heavily concentrated at the very tip of the top, that is, the top 1 percent.6  In contrast, at the 50th percentile and below real wages rose by only 5 to 10 percent.7But at least wages rose….



Decline in real wages
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