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8 | IRRELEVANCE OF THE MDGS AND A
REAL SOLUTION TO POVERTY: UNIVERSAL
CITIZEN'S INCOME

Julio Boltvinik and Araceli Damidn’

Introduction

In this chapter, we examine the relevance of Millennium Development
Goal 1 (MDGT), Target 1 on halving from 1999 to 201§ the proportion
of the population below the World Bank’s extreme poverty lines, both
in itself (methodologically) and against the background of two features
of capitalism — periodic economic crises and the process of automation
— which can be seen as the main forces determining global poverty
trends.

The first section compares the central features of the Keynesian
and neoliberal variants of capitalism, showing how the first mitigates
capitalism’s tendency to produce poverty and the second reinforces
it. The tendency of global poverty to increase during the present
neoliberal phase of capitalism is denied by the World Bank (WB),
whose calculations imply the opposite trend. These calculations are
shown to be biased. Moreover, the poverty threshold used by the WB
is shown to be an Ultra Extreme Poverty Line (UEPL) arbitrarily
detached from any conception of human need, implying that human
beings can be treated as cattle.

Once the ‘empirical evidence’ from the WB has been shown to be
false, we continue with our argument, looking, first, at MDGr as a very
limited initiative, as i ts completely disconnected from the main causes of
poverty trends. The second section discusses the conceptual limitations
of MDGt1, while the third looks at the Mexican experience, showing
that, at least in this experience, this goal is completely irrelevant, both
because the method for the identification of the poor is flawed and does
not correspond to the methods which the Mexican federal government
and the Mexico city government use to identify the poor, and because
the fact that Mexico subscribed to the MDGs has not modified, in any
sense, Mexican anti-poverty policies.



174 | EIGHT

The fourth and fifth sections broach the two main causes of globa]
poverty trends. Some Marxist and mainstream theories of capitaligy
crises are analysed in the fourth section. The fifth section starts by
pointing out the nature and consequences of the Scientific ang
Technical Revolution (STR), which has made possible automation, ang
which is bringing to an end a form of a societal organization centred gp
paid work, i.e. the wage-based society. We look also at the (potentially)

positive consequences of automation as it opens up the possibility of

human emancipation from ‘forced’, repetitive and alienating work. The
policy response of a Basic or Universal Citizen’s Income — regarded as
a promising alternative that saves capitalism and gradually, peacefully,
transforms it into the basis for a more humane post-capitalist society —
is addressed in the sixth and last section, together with other proposals.
A very brief section of final reflections closes the chapter.

Capitalism and poverty in the Keynesian and neoliberal periods

Although capitalism per se has a tendency to produce poverty,
this tendency was mitigated by Keynesian welfare states, while left
unbridled by neoliberalism. Keynesian welfare states combined
economic policies aimed at full employment and the institution of
unemployment insurance so as to maintain positive rates of growth
in effective demand, with very broad social policies. This variant of
capitalism, prevalent for around forty years in many high-income
countries, developed as a response to the 1929 Great Depression,
which in turn was a crisis of overproduction and over-accumulation of
capital, associated with low wages, as well as a response to the perceived
successful establishment and economic performance in the USSR of
what appeared as an alternative to capitalism.

Neoliberalism, on the other hand, was developed as a response to
the 1970s crisis, which was generated by a declining rate of profit.
In Keynesianism, employment and wages are regarded as factors
of effective demand. However, the Keynesian model ceased to be
functional for capital when the rates of profit became too low. At that
point in time, capital had the power to replace Keynesianism with a
variety of capitalism that regards employment not as a demand factor
but merely as a production cost, which, as all costs, must be reduced.
Capital’s counter-revolution was launched and is still under way
globally, Neoliberalism can be seen as a global drive to reorganize the
entire social order so as to subordinate it to the logic of accumulation
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and profit. The restructuring of capitalism focused on an offensive
against labour, which was devalued and fully recommodified. The
result has been a massive redistribution of income from labour in favour
of capital on a global scale. But in its sin, neoliberalism carried its own
penance: in generating global production without global consumption,
it raised to a planetary scale the unsolvable contradiction between
global growth of production and global decline in real wages, the same
contradiction which had caused the Great Depression of 1929.

The global devaluation of the workforce occurred in the context
of two revolutions: one in information technologies that made
deterritorialization of production possible, and the other in automation,
which is making the direct use of labour less and less necessary in the
production process. Under neoliberalism, the main instruments to
expand demand are credit expansion, based on over-indebtedness of
households, enterprises and governments, and financial bubbles or
financialization.

Capitalism has gone back to the laissez-faire variant of capitalism
that prevailed before 1929, and has globalized it further. The style of
globalization fostered has been asymmetrical: commodities and capital
move freely, but labour does not. The mobile factor of production
(capital) imposes its conditions on the non-mobile factor (labour).

Capitalism is again in a crisis — the Great Financial Crisis — at least
as severe as the 1929 Great Depression, and more global. Neoliberal
capitalism increases poverty as it is based on the full commodification of
labour, and on its devaluation. This is in stark contrast with Keynesian
welfare state modalities of capitalism, which decreased poverty, at least
in the developed countries, by revaluing the labour force.

Capitalism is coming to an end. It can be saved only in a radical
way that would lead gradually to its transformation into the basis for a
post-capitalist society. The main reason for this is the automation revo-
lution, which is under way not only in industry, but also in agriculture
and, crucially, in services. It is incompatible with the wage system as
the main distributor of income that enables the sale of commodities
and the very reproduction of life — in other words keeping the worker
alive and allowing for intergenerational reproduction. Both automation
and deterritorialization of production imply the devaluation of labour,
massive unemployment combined with the growing presence of pre-
carious employment and with them the globalization or generalization
of poverty. Capitalism has to be radically transformed from within,
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or it will destroy the planet as it tries, desperately, to save itself from
death.

The decline of global poverty in the neoliberal period according to
the World Bank

This analysis of a generalization of poverty is negated by World
Bank statistics. These present declining levels of poverty in the globa]
South, where most of the world’s poor live. These statistics are false
and misleading. Thomas Pogge and Sanjay Reddy (2010: 42~54) have
illustrated a number of problems and flaws in the World Bank’s poverty
measurement. They include inter alia:

1 The alleged evolution of world poverty between 1981 and 2005
depends highly on the poverty line (PL) used. If using the ‘official’
WB PL of $1.25 (at purchasing power parities: PPP) per person
per day, poverty over those twenty-five years decreases by 27 per
cent; but if using a $2.00 PL, poverty increases by 1 per cent.
Using a $2.5 PL, it increases by 13 per cent. As can be seen, three
totally different diagnoses: the lower the PL, the more optimistic
and more favourable the outcome of neoliberal capitalism. The
total population living in poverty in 200 5 would be, respectively:
1.38 billion at $1.25 PL; 2.56 billion at $2 PL; and 3.08 billion at
$ 2.50 PL.

2 The WB official PLs have been falling in real terms, while the
institution attempted to give the impression of a rising PL. The
reality is that in terms of 2009 purchasing power, the original PL,
of $1, which was used between 1990 and 1997, was $1.99 dollars;
that of §1.08, used between 2000 and 2008, was $1.60; and that of
$1.25, which is now being used, is equivalent to $1.37.

By lowering the PL. in real terms, the WB calculations imply that
poverty is falling, thereby adding a fallacy to an open and shameless
cynicism implied in offering, to nearly half of the world’s population,
a perspective of bare animal-level survival — a standard of living
attainable with $1.25. The PLs of $1.25 and $2.00 per person per
day lack any conception of human needs. This can be illustrated with
the example of Mexico, where the PL of $1.25 PPP results in very
low poverty incidence levels (5.3 per cent in rural areas and I.3 per
cent in cities). Conversely, the two official poverty measures (one
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multidimensional, the other income poverty) applied by the federal
government (Coneval) show poverty incidences of around §o per cent
of the national population. Two other measurement options (one of
which is the official one for Mexico City) show a poverty incidence
around 8o per cent.?

Moreover, in basing its PL on the extreme poverty line (EPL) of the
poorest countries, the WB falls into circular reasoning, since it takes
as a normative parameter the lowering of expectations by accepting
a universal extreme poverty line (UEPL). The WB assumes food to
be the sole human need, leaving all other needs fully unmet, and thus
adopting a conception that reduces human beings to the status of

animals.

The conceptual limitations of MDG1

The 2008 financial crisis has spread around the world, and its
negative effects have combined with the food crisis, caused by increases
in food prices. Consequently, the achievement of MDGr1, Target 1 —
halving extreme poverty in developing countries — is threatened (World
Bank 2009: xi). The WB estimated in 2009 that between 55 and 9o
million people would fall into extreme poverty as a result of the crisis.

Among the various factors behind the adoption of such a low UEPL
is the dominance, since the early twentieth century, in social sciences,
especially in economics, of logical positivism and the replacement of
human needs by preferences. Putnam (2002: 33, emphasis in original)
deconstructs the idea of the facts/value dichotomy as follows:

What of the idea that the correct description of the world is

the same as objectivity? This idea rests, pretty clearly, on the
supposition that ‘objectivity’ means correspondence to objects ...
But it is not only normative truths such as ‘murder is wrong’ that
pose counterexamples to this idea; ... mathematical and logic truths
are likewise examples of objectiviry without objects ... it is time we
stopped equating objectivity with description.

For Putnam, acceptance since the 1930s of the fact/value dichotomy
destroyed the capacity of welfare economics to undertake an evaluation
of economic well-being. The logical consequence of accepting the fact/
value dichotomy in economics should have been that economists reject
altogether the existence of the discipline of welfare economics. Instead,
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economists sought an optimal economic performance criterion that wag
neutral in terms of values, and found one in the notion of the ‘Paretg
optimal’ — or at least so they thought. Putnam highlights the weaknesg
of the Pareto optimality criterion using the defeat of Nazi Germany
in 1945 as an event that, according to this criterion, did not improve
the world’s well-being because at least one agent, Adolf Hitler, wag
worse off. Taking this example, Putnam argues that if there should be
a discipline of welfare economics, and particularly if it is to deal with
problems of poverty and other deprivations, then welfare economics
cannot avoid substantive ethical issues.

Economists who defend the fact/value dichotomy have, paradoxically,
invaded the study area of powverty. Poverty is an entangled term, where
statements of facts cannot be separated from value judgements. As
economists assume that in terms of values there can be nothing rational,
they have not taken seriously the definition of the poverty threshold,
which is a heavily value-laden task, thus facilitating the task for the
World Bank and others of its ilk, which seeks to reduce measured
poverty to a minimum. Opponents of value judgements, orthodox
economists have impoverished poverty studies in the same way they
impoverished welfare economics.

Let us look at how the WB defines its UEPL. In its first report on
poverty (World Bank 1990: 26-7), the Bank defines it as ‘the inability
to reach a minimum standard of living’, a standard which the WB
defines as a level of consumption which must include ‘two elements:
the expenditure necessary to achieve a minimum level of nutrition
and other basic needs, and an additional amount that varies from one
country to another and reflects the cost of participating in daily life of
society’ (ibid.: 26). The first of the above elements is regarded by the
WB as being ‘relatively simple’ to calculate, because it can be done ‘by
finding out the prices of the foodstuffs that comprise the diet of the poor’.
Ignoring the circular reasoning involved in this last phrase, the WB
then argues that the second element is “by far more subjective as in some
countries piped water inside the dwelling s a luxury, but in others itis a
“necessity”’ (ibid.: 27, emphasis added). The Bank regards the decision
to consider piped water necessary a subjective exercise and tries to induce
the belief that it is impossible to reach agreement on what human needs
are, by qualifying piped water as both a ‘luxury’ and a ‘need’.

Several authors have criticized the denial, in different disciplines,
of the existence of universal human needs (see Doyal and Gough 1991;
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Wiggins 1987; Boltvinik 2005). Wiggins (1987) states that the
irreplaceable character of the term ‘need’ in the political-administrative
process forces one to capture the special content from which it derives
its strength. If in the phrases formulating claims of need we try to replace
‘needing’ by ‘wanting’, ‘desiring’ or ‘preferring’ the result lacks not
only the rhetorical force of the original, but even its particular meaning,
its consistency and its logical argument. Wiggins defines necessities
(the objects needed) as follows: ‘a person needs X [absolutely] if and
only if, whatever the moral and socially acceptable changes that can be
envisaged (economic, technological, political, historical ...) occurring
in the relevant period, he/she will be damaged if she/he lacks X° (ibid.: 10).
Avoiding harm to human beings is what gives strength to the claims of
needs.

The WB decides, in its definition, to take food as the sole need, leaving
all other needs fully unmet and thus showing its conception of human
beings. It implicitly reduces us to the level of animals since the UEPL
suffices only to — inadequately — provide for nutritional requirements.
Arguing that there is no consensus on what other needs are, the second
element in the poverty definition of the World Bank (1990) is sidestepped.
This is a crucial controversy. If norms regarding needs are seen not to
have an objective social existence, then the concept of poverty would not
be appropriate for scientific research, and the measurement of poverty
would be a subjective exercise. As Sen has put it, it would be ‘unleashing
one’s personal morals on the statistics of deprivation’ (Sen 1981: 17).
Sen has assumed the position that what researchers do is to describe
existing social prescriptions, which constitutes “an act of description and
not of prescription’. For Sen (ibid.:17—18) there is a considerable degree
of social consensus on minimum well-being standards. He quotes Adam
Smith, who, speaking about how much an individual needs, says that
a worker would be ashamed if he/she had to appear in public without
a linen shirt and leather shoes. In the same line of argument, Boltvinik
(2005) quotes Marx to show that there is an agreement in every society
on the requirements of workers’ consumption, which is expressed in real
wage levels, the only price that includes, according to Marx, a historical
and a moral element.

The irrelevance of MDGn in the Mexican experience

According to the Mexican presidency, in 1989, adopted as base year,
9.3 per cent of Mexico’s population was ultra-poor, using the $1.25
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8.1 Evolution of Ultra Extreme Poverty incidence (per cent) in Mexico and
MDG1 ($1.25 PPP)

dollar PPP threshold. UEP incidence has evolved as shown in Figure
8.1.%3 This is a skewed selection of a base year, since the debt crisis started
in 1982 and poverty was at a historical peak in 1989. Thus, MDG1
would require Mexico to reduce its UEP population to 4.65 per cent by
2015. As can be seen in Figure 8.1, if the year 1992 had been selected
as a base year, the goal would have been set much more ambitiously,
at 2.54 per cent, since UEP incidence in 1992 was lower than in 1989
—at 5.08 per cent. In 2010, UEP was 5.3 per cent, which is close to the
minimalist goal of 4.65 per cent. But if 1992 had been the base year, the
figure for 2010 (5.3 per cent) would be farther away from the alternative
goal (2.54 per cent) than the base-year figure, which was 5.08 per cent.
It also shows that the selection of 1989 as base year was a manipulation
to ensure that Mexico would ‘accomplish®> MDGr.

Figure 8.2 shows UEP incidence evolution for the years 1992 to 2006
at the national, urban and rural levels using the $1.08 PPP threshold.
Here we can appreciate that these minimalist thresholds would imply
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8.2 Evolution of UEP (per cent) in Mexico (national, urban and rural)
(UEPL = $1.08 PPP)

that there is almost no poverty in the urban areas of Mexico: the urban
graph starts at o.7 per cent and ends at 0.47 per cent, providing a
paradisiacal view of Mexico as a country that has no poverty in the
urban areas and where less than 1o per cent of the rural population is
poor. But these series end in 2006; after that year poverty incidence
started to increase again, as shown in Figures 8.3 and 8.4. In both,
the respective goals using 1992 as base year* have been added. The
first compares the evolution of UEP incidence in rural settlements in a
longer series: 1992 to 2010,’ showing that the evolution of rural poverty
is quite similar using the two thresholds of $1.25 PPP and $1.08 PPP,
and adds information about the evolution from 2006 to 2010 using
the $1.25 UEPL. The $1.25 series shows that Mexico had, by 2010,
merely reduced UEP incidence by less than three percentage points in
rural settlements, while the goal would have required reducing it by 7.5
points. In 2006, the outcome is better for the $1.08 UEPL.: it lies only
1.1 percentage points above the goal, whereas with the $1.25 UEPL,
the outcome was 2.2 5 points worse than the goal.

Figure 8.4 presents the evolution of UEP in urban settlements and
contrasts it with the two non-official goals. These goals had already
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been achieved in 1994, and again in 2002. In 2006, one of them had
been reached and the other was quite close to attainment. The reader
might conclude that whereas MDG is set too low for urban areas of
Mexico, it might be adequate for rural areas. However, this is not so.
Figure 8. 5 shows the acute contrast between poverty incidence levels,
using the $1.25 PPP threshold and Mexican government thresholds.
In Mexico, there are currently two official poverty measurement
methods: one adopted by the federal government and the other by the
government of Mexico City. The current federal method (identified
in Figure 8.5 as FED, MD and intersection) shows multidimensional

a0 -
27.00 o
I
25 4 Jx2a8
"‘
rl {
'J
I
20 /
1
"
16.50 / /
15.00 .- /
B e
: ,14.00
b—_ {127
“ - -512.20
i 0.4™,.-="" 11.50
104 759
0 —{ 1 ', = o—nl75 o
H o X =W = M = =K m =X = — Xe — I;ws-__e.gs%
2000 2002e' 2004 2008e' 2008 2010

1992e 1994’ 1996 1998¢’

—{1 rural goal, $1.25, 1992 based

-=¢~-- rural, $1.25ppp
- % - rural goal, $1.08PPP, 1992 based

—— rural, $1.08PPP

8.3 Evolution of UEP (per cent) in rural settlements with $1.08 and $1.25 PPP
UEP lines (goals with 1992 as base year)

Ll 2390
35 :

3.0 I f‘{ N
1
[N\ %280

2.54

2.04 \
\
\
{ \
i \
1
\
y i X

1.04 «1.00
A
0.5 4 .
e ™
0.0 T T T T T T T T 1
1996 1998e' 2000 2002¢’ 2004e 2006e’ 2008 2010

1992e 1994¢’
-=0—- urban, $1.25PPP  —{3= urban goal, $1.25PPP, 1992 based
- = - urban goal, $1.08PPP, 1992 based

—&— urban, $1.08PPP
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poverty, and replaced the previous income poverty method, which the
federal government had introduced in 2002 (identified in the figure
as Previous FED Income). The method adopted by the Mexico city
government (identified in Figure 8.5 as MexCityGov, IPMM) is the
Integrated Poverty Measurement Method, developed by Boltvinik in
1990-92. The figure also includes the reinterpretation of the current
official federal-level method, using a union criterion of poverty
instead of the official intersection criterion. The responsible agency,
Coneval, has interpreted the larger population identified as poor in
the union approach, arguing that it identifies the sum of the poor plus
the vulnerable. The figure compares poverty incidence by these five

methodological options at the national, urban and rural levels.
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The contrasts are stark. At the national and urban levels, the 31_25
PPP line renders one-digit poverty incidence levels (5.3 and 1.3 per
cent respectively) whereas the other options show poverty incidences
in the range 40-95 per cent. The four alternative indices result in very
high multiples of the incidences obtained with the MDGt lines.

It is obvious that these huge discrepancies in MDG1 estimates of
poverty incidence in Mexico vis-d-vis the official estimates make them
and the MDGr goal for 2015 absolutely irrelevant. The issues at hang
are what is the purchasing power in Mexico of $1.25 PPP, what doesg
the UEP mean, and to what did the Mexican government commit itself
by committing itself to attain MDG1?

As mentioned, to calculate poverty in 2005, the WB updated the
values of the PPP dollars, relative to the currencies of most countries,
In May of that year, a dollar PPP was equivalent to 7.13 pesos when the
nominal exchange rate was 10.96 pesos per dollar (World Bank 2008:
25). Therefore, the poverty line defined by the WB ($1.25) was 8.91
pesos per person per day (81 per cent of a current dollar value at that
time). The very frugal ‘food’ line of the federal government recognizes
that to acquire the raw food basket to cover nutritional requirements,
an income of 19.50 and 26.36 pesos was needed in rural and urban
areas, respectively. This means that people who have income equal
to the WB’s UEPL would be able to acquire only 46 and 34 per cent
of the minimum requirements for not being extremely (or food) poor
according to federal criteria, in rural and urban areas respectively. This
shows that the UEPL of the WB is meaningless for Mexico, as it is well
below what even the federal government considered its most extreme
poverty threshold.

Two further points need to be made. First, from a methodological
point of view, the measurement is statistically meaningless. To measure
the incidence of a phenomenon as rare as UEP incidence in urban
Mexico (1.3 per cent), one would need sample surveys of orders of
magnitude larger than those employed in most countries, including
Mexico, to capture its incidence with reasonable confidence intervals.
With present sample sizes, the confidence intervals are so large that
the results become statistically meaningless. For example, some of the
abrupt fluctuations in the incidence of UEP observed in Figure 8.4
might be partially due to sampling errors and the observed changes
between observations might be statistically non-significant (confidence
intervals may overlap).
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Secondly, from a policy point of view too, MDG1 had no relevance.
The fact that Mexico committed to the Millennium Development
Goals had no influence on its policy to combat extreme poverty. In
the year 2000, when the Millennium Declaration was issued, Mexico
had already been running the Progresa programme for three years.
The programme title was changed in 2001 to Oportunidades. It has
continued to grow, and has had a large influence (via the World Bank)
on many other countries. It is a CCT (Conditional Cash Transfer)
programme consisting of monetary transfers to the extremely poor
only, conditional on certain behaviour requirements the beneficiaries
have to follow

An impressionistic panorama of theories of capitalist crises

Marxian theory of capitalist crises® is based, essentially, on the law
of the declining rate of profit. This law establishes that labour is the
only creator of value (and thus of surplus value). To the extent that the
process of production is mechanized and automated — which is something
capitalism cannot stop doing — the work process will be provided with
more and better means of production. As a consequence, the ‘organic
composition of capital’ — the proportion of constant capital invested
in means of production and inputs in total capital — will increase. The
rate of profit diminishes accordingly. Hence, the above-mentioned
law is a consequence of mechanization and automation. Additionally,
Marxist theory of capitalist crises is based on the Law of the Two
Faces, which establishes that as a reaction to the first law, capital will
do everything necessary (despite the falling rate of profit) to increase
the mass of surplus value (which requires the employed workforce to
increase), which in turn forces capital to search for the maximum rate
of accumulation and to expand geographically. So, both the decrease
in the rate of profit and the increase in the absolute amount of surplus
value are necessary conditions for the functioning of capitalism. From
this, John Strachey (1935) derived the Basic Dilemma of Capitalism,
which makes capitalist crises inevitable; it is the dilemma by which
wages are both too low and cause an excess supply (as in 1929 and
2007) and too high to diminish the rhythm of accumulation, as was
the case in the 1970s.

Keynes’ theory of capitalist crises refutes Say’s Law (‘supply
creates its own demand’), contesting two myths of neoclassical theory:
the myth of the rate of interest as the price that equates savings and
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investment, and the myth of wages as the price that equates supply ang
demand of labour. Keynes replaced these two myths by the thesis that
the level of employment depends on effective demand (investment plyg
consumption) and that investment is determined by profit expectations
(the expected rate of profit, which he called the marginal efficiency of
capital, should be above the rate of interest so that new investment may
proceed). Full employment ceases to be automatic and any level of
employment becomes possible. Capitalism is not self-regulated; state
intervention is hence indispensable.

Neo-Marxists Foster and Magdoff, in The Grear Financial Crisis
(2z009), characterize the present phase of capitalism as financial
monopoly capitalism. They postulate the need of current capitalism
for financial bubbles (financialization). Their departure point is the
tendency of monopolist capitalism to stagnate, as formulated by Baran
and Sweezy (1966). Minsky (1986) had observed the tendency of
capitalism to create financial bubbles, which pile debt on debt and
will inevitably burst. Financialization has become the main mechanism
(displacing military expenditures) to temporarily absorb the gigantic
surplus generated and thus keep afloat financial monopoly capitalism.
This is a phenomenon which they call the symbiotic embrace between
stagnation and financialization, and which we characterize as spontaneous
private Keynesianism. There is no possibility for the capitalist system
to absorb the enormous surplus through productive investment. As,
additionally, the financialization process itself is in crisis, Foster and
Magdoff foresee a profound and prolonged stagnation.

Krugman (2008), winner of the Nobel Prize in economics, thinks
that the fact that “the shadow banking system’ is unregulated is the
cause of the bubble, which will burst inevitably. He argues that when
the housing bubble burst, the lack of a replacement bubble led to
the widespread crisis, thus acknowledging the need capitalism has of
financial bubbles. Krugman stated clearly, even before the current
crisis, the impotence of conventional economic theory to face a
crisis. The stagnation of Japan in the 1990s would confirm the neo-
Marxist thesis of the tendency to stagnation of financial monopoly
capitalism.

The biggest difference between Krugman and Foster/Magdoff lies
in the policy recommendations. While Krugman sees regulation of
the shadow banking system as the solution, Foster and Magdoff think
regulation would lead capitalism to chronic stagnation because of their
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analysis of the need for capitalism to create financial bubbles. In our
view, this regulation would be equivalent to suppressing spontaneous
private Keynesianism. Capitalist crises magnify the tendency of capi-
talism to create poverty.

The preceding argument requires an additional perspective to
explain the current situation. This additional perspective is the
Scientific and Technical Revolution (STR), a long-term process that
began after the Second World War, goes beyond cyclical crises, and
transforms the character of production as it creates the conditions
for full automation. Full automation ushers in the inevitable end of
capitalism and anticipates an era of upheaval. This is discussed in
the next section. Meanwhile, let’s recall Marx’s (2000 [1859]: 425)
famous Preface: ‘At a certain stage of their development, the material
productive forces of society come in conflict with the existing relations
of production ... From forms of development of the productive forces
these relations turn into their fetters. Then begins an epoch of social
revolution.’

Automation and the end of the wage-work society

Capitalism, in its relentless search for higher profits, constantly
revolutionizes the techniques of production. It has generated at least
two industrial revolutions: the eighteenth-century First Industrial
Revolution centred on coal and the steam engine and its multiple
applications in factories, and in railway and maritime transport; and
the twentieth-century Second Industrial Revolution centred on oil,
the internal combustion engine, electricity and the telephone. In
both revolutions, production in industry, agriculture and mining was
greatly transformed. Machines replaced an important proportion
of direct human labour. In many branches of industry, workers
increasingly became supervisors of automatic machinery. But this
machinery was based exclusively on mechanical principles, which
have limits.

In contrast, the Scientific and Technical Revolution (STR), starting
towards the end of the Second World War, introduced cybernetics,
information technology, artificial intelligence and robotics. It
unleashed a spiral of technological development that can be termed the
Third ‘Industrial’ Revolution (TIR), covering all human productive
activities. These revolutions have led to a gigantic replacement of
human labour, first by mechanical machinery, and now by what
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Richta et al. (1968) called autonomous production complexes. The
stability of capitalism is very easily shaken by decreases in wages
and/or employment, which diminish effective demand and lead the
system to crises, as output cannot be sold. For the USA, Heilbroner
(1995: xii—xiii) reminds us that technological change reduced the
proportion of the agricultural labour force from 75 per cent in 1850
to just 3 per cent in 1990, and then reduced employment in industry;
between 1960 and 1990, manufacturing output continued to grow
while the number of jobs was reduced by half. These reductions were
offset by an increase in employment in services, which rose from 3
to 9o million persons between 1870 and 1990. But as in industry, in
services too technology creates jobs with one hand and destroys them
with the other. “We are pushing the relationship between machines
and work beyond the difficult adjustments of the last two hundred
years,” concludes Heilbroner, ‘towards a new relationship about
whose configuration we can only say it will be very different from
the past’ (ibid.: xiii). He refers to an anecdote from the history of
economic thought:

In 1817 the famous economist David Ricardo wrote that the
amount of employment in an economy was of no consequence as
long as rent and profits, out of which flowed its new investment,
were undiminished. ‘Indeed?’ replied Simonde de Sismondi ...
‘In truth then, there is nothing more to wish for than the king,
remaining alone on the island, by constantly turning a crank, might
produce, through automata, all the output of England’. Jeremy
Rifkin’s mind-opening book is about a world in which corporations
have taken the place of kings, turning cranks that set into motion the
mechanical, electrical, and electronic automata that provide the goods
and services of the nation. (Ibid.: xi)

There are not enough new commodified, profit-driven, labour-
intensive activities to create enough new waged jobs to compensate
for those that are being lost owing to automation. Although this
transformation might take decades to bring about its full consequences,
it has been silently contributing to crisis, stagnation, unemployment,
underemployment, generalization of precarious employment (the
‘precariat’, as aptly dubbed by Guy Standing in 2011), poverty and
hunger. But the full consequences might come earlier than the moment
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when a high percentage of the working-age population has been
displaced by automation. As Martin Ford (2009: 108—9) has stated,
replicating the type of analysis of expectations Keynes did so well:

As automation begins to eliminate jobs in an increasingly wide range
of industries and occupations, its impacts are clearly not going to

be kept a secret ... As a growing percentage of the population is
exposed to direct evidence of ongoing job losses, many people will
begin to experience a greatly heightened level of stress and worry.
Facing this, individuals will take the obvious action: they will cut
back on consumption, perhaps quite dramatically, and try to save
more in anticipation of a very uncertain future ... But what if, at
some point in the coming decades, there is a general coalescence of
belief that suggests the basic character of the economy has changed
to such an extent that jobs may not be available — or at least will be
very hard to obtain — in the future? If this were to occur in a critical
mass of the consumers ... we could clearly be thrust into a very dark
scenario ... a dramatic economic downward spiral would almost
certainly be precipitated.

As a result of unstoppable automation progress, capitalism will fall into
increasingly severe crises until it becomes completely non-viable. This is
what a very distinguished group of scientist led by Robert Oppenheimer,
constituted as the Ad Hoc Committee on the Triple Revolution, were
pointing at, more than fifty years ago, when they published an open
letter to the president of the United States in the New York Times which
argued that cyber-technologies were forcing a change in the relationship
between income and work and urged president and Congress ‘to consider
guaranteeing to every citizen, as a matter of law, adequate income’.
Their text says (at www.marxists.org/istory/etol/newspapefist/volz s/
noosfadhoc.html): “The continuity of the link between income and
employment as the only major distribution system of effective demand
- to grant the right to consume — now acts as the main brake of the almost
lLimitless capacity of the cybernetic system of production’.

Compare the phrase in italics with Marx’s words (cited above) in
the 1859 Preface: ‘At a certain stage of development, the material
productive forces of society come in conflict with the existing relations
of production ... From forms of development of the productive forces
these relations turn into their fetters.’
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In response to the Oppenheimer Committee request, President
Kennedy decided to establish a National Commission on Automation,
which was created by President Johnson. It published its report in
1965. The Commission argued that technology reduces the number
of jobs, not work. Rifkin (1995: 83) comments that this is also the
view of the Oppenheimer Committee: if the economy produces work
without workers, as both sides suggest, then some form of government
intervention would be necessary to provide a source of income, of
purchasing power, to the growing number of workers displaced by
technology. But ultimately, the presidential commission concluded
that the technological displacement of workers was a necessary and
temporary condition engendered by progress.

Rifkin (2003: 27) predicted that the twenty-first century would be
faced with the end of mass work. “This is the anthropological point
where we are. We have a technological revolution that can create a
renaissance or a great social upheaval. We can take a leap forward
for the generation of your children or we can have years, decades and
generations of instability and unrest.’

The renaissance option relates to texts by Marx and by Richta et al.
Marx (1976 [1876]: 532) quotes Aristotle and then Antipater:

‘If every tool, when summoned, or even by intelligent anticipation,
could do the work that befits it, just as the creations of Daedalus
moved of themselves, or the tripods of Hephaestus went of their
own accord to their sacred work, if the shuttles were to weave of
themselves, then there would be no need either of apprentices

for the master craftsmen, or of slaves for the Lords’. Antipater,

a Greek poet of the time of Cicero, hailed the water-wheel for
grinding corn, that most basic form of all productive machinery, as
the liberator of female slaves and the restorer of the golden age!

In Ciwilisation at Its Crossroad