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Preface

Marx began writing in a period of reaction, after the defeat of Napoleon gave
every petty aristocrat and monarch in Europe an open invitation to suppress
liberal currents. Yet he did not devote much time to critical assessments of
reactionary views, dismissing them as ‘beneath all criticism’.1 Marx’s main
attention was focussed instead on the gulf between the political emancipation
called for by the leading progressive movements of his day and the far deeper
transformation required for universal human emancipation.2

Today we live in another reactionary period, dominated by neoliberal ideo-
logy and practices. Those who hoped that the crisis of neoliberalism erupt-
ing in 2007 would lead to its rapid demise have been horribly disappointed.
Throughout the global capitalist order, the main response has been renewed
neoliberalism – an unprecedentedly aggressive increase of credit money, a yet
higher rate of exploitation, a new ‘new economy’, more rounds of capital flight
to new regions of accumulation, more financial bubbles, and new symbiotic
arrangements between deficit and surplus regions. These strategies restored
prosperity at the top of the ladder.3 For the rest of us, however, things have
remained bleak. Living standards have declined. Unemployment has remained
high, especially if measured correctly to include discouraged workers and the
involuntarily part-timeworkforce. The full-time employed face a future of over-
work and extended work lives. The term ‘debt slave’ has re-entered everyday
discourse, not always as ametaphor.Thematerial preconditions for stable com-
munities have been further eroded. Funds for health care, education, pensions,
and anti-poverty programmes have been cut at the very time rates of poverty,
homelessness, and hunger have skyrocketed. The number of extreme weather
events has inexorably increased across the planet as greenhouse gasses con-
tinue their equally relentless build-up. There have been more failed states,
more warlords mobilising troops for plunder. These are not science-fiction
projections of a dystopian future. They are our reality now.4 Given the suffer-
ing neoliberal policies continue to inflict, the resurgence of neoliberal clichés
in public discourse and academic studies, and the accommodations made
by political currents of the centre and what passes for the left, there could

1 Marx 1975b, p. 177. For the political context of Marx’s early writings, see Kouvelakis 2003.
2 Marx 1975a.
3 ‘In the “recovery” of 2009–2010, the top 1%of us income earners captured 93%of the income

growth’ (Stiglitz 2012).
4 McNally 2010, Chapter Five.
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hardly be a more pressing task than defeating neoliberalism theoretically and
politically.

An extended critical assessment of neoliberalism will be provided in later
chapters. But at this point in history the theoretical bankruptcy and pernicious
practical consequences of neoliberalismare transparent for allwhowish to see.
No less than the ideologies of reaction of Marx’s time, neoliberalism today falls
‘beneath all criticism’.

Today, as in Marx’s day, those of us repulsed by the status quo are told that
all would be well if only the correct reforms were put in place by political
action. This is the implicit or explicit view of many of the most prominent
contemporary political philosophers, including John Rawls, A.K. Sen, Jürgen
Habermas, Brian Barry, Thomas Pogge, and Elizabeth Anderson. Progressive
social scientists like Joseph Stiglitz and Robert Reich regularly appeal to this
thesis in their many books and editorials. In everyday politics this viewpoint is
referred to as ‘left liberalism’. In academic philosophy the designation ‘liberal
egalitarianism’ has become standard, and that is the term I shall mostly use
here. The main question of the present work is whether liberal egalitarianism
provides an adequate framework for normative social theory in the twenty-first
century. I shall argue that it does not because it lacks an adequate concept of
capital. And that, as the cliché goes, is like Hamletwithout the Prince.

For many Marxists, left liberalism is itself ‘beneath all criticism’, the vocab-
ulary of normative social theory – ‘freedom’, ‘justice’, ‘rights’, ‘the good’, and so
on –mere gibberish standing in the way of serious analysis. How could anyone
who looks at the horrors of capitalism and still holds out hope for its reform be
worthy of serious engagement?

It is certainly true that social change does not come about primarily through
moralistic appeals, and certainly Marx’s analysis in Capital cannot be reduced
to such appeals. ButMarx did call for a society in which ‘the full and free devel-
opment of every individual forms the ruling principle’ and ‘the free develop-
ment of each is the condition for the free development of all’.5 One important
dimension of his project was to show that capitalism is not and cannot be such
a society. To explain why this is the case, and to explain why it matters that it is
the case, is to engage in normative social theory.6 In this sense Marx too was a
normative social theorist.

5 Marx 1976a, p. 739, Marx and Engels 1976, p. 506.
6 Various views on ‘Marx andMorality’ are debated in Cohen et al. 1980, andNielsen and Patten

1981. Marx’s stature as a normative theorist is confirmed in Geras 1985, Callinicos 2000, and
Lebowitz 2010.
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Further, it is not a good strategy to scornfully dismiss ideas that most mem-
bers of progressive social movements are powerfully drawn to. It would not be
irrational to embrace reformist views if the prospects for reforms were real-
istic and their content adequate to the challenges; it would be irrational to call
for a radical break from the status quo when such disruption was not neces-
sary. The long history of Marxists who have underestimated the possibilities of
reform in capitalism while tragically overestimating the achievements of self-
proclaimed post-capitalist regimes should also give us pause. The burden of
proof is on those who embrace Marx’s legacy to show in detail exactly why left
liberalism is inadequate. Polemical dismissal will not do; a serious engagement
is required.

Approachingmatters from theother side of the fence, so to speak, it is easy to
understand why liberal egalitarians might not be favourably disposed towards
a work arguing that they ought to take Marx far more seriously. I will spell out
my reasons for thinking this over the course of the book. For now I shall simply
assert that if left liberals want to talk about capital, then sooner or later they
will have to talk about Marx. And if they are going to do that, they should want
to get him right, and to comprehend the nature of the challenge he poses to
their position. I hope that this study can aid those attempting these tasks.

Of course the terms ‘liberal egalitarianism’ and ‘Marxism’ do not refer to nat-
ural kinds. They are constructed categories and, like all constructed categories,
may prove useful for some purposes, and less so for others. In the course of the
work, I shall distinguish a number of variants of liberal egalitarianism as the
term is understood here. The composite pictures I have constructed from the
works of prominent liberal egalitarian theorists are not the only ones that could
be drawn. Other commentators would no doubt focus more on some themes
over others. All I can say at this point is that I have sought to present an accur-
ate account of liberal egalitarianism, itsmost important versions, and themain
arguments given in their defence.

Chapter 1 surveys the dimensions of social life that matter most from the
liberal egalitarian point of view: human flourishing, autonomous agency, the
resources necessary to pursue reasonable life plans, the development of essen-
tial capabilities, and dialogues exploring a shared ‘space of reasons’. Left liberal
theorists are deeply committed to themoral equality principle, that is, the prin-
ciple that all persons are equally worthy of concern and respect as ends in
themselves. It follows that all persons should have an equally fair opportunity
to attainwell-being, exercise agency, obtain resources, develop essential capab-
ilities, and engage in public discourse. The second chapter examines the gen-
eral institutional framework liberal egalitarians regard as best suited to provide
such opportunities. It includes non-patriarchal households, the use of mar-
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kets to organise the production and distribution of most goods and services, a
democratic constitutional state, a civil society with both numerous voluntary
associations and a dynamic and open public sphere, and a regime of global
governance based on universal human rights.

What I take to be the dominant version of left liberal theory is defined by the
following ‘core thesis’:

A capitalist market society is compatible with the institutionalisation of the
moral equality principle so long as the systematic tendencies of markets
to generate results incompatible with that principle are put out of play by
effective political regulation.

Before turning to a critical assessment of this thesis, I argue in Chapter 3 that
a number of criticisms Marxists routinely make against liberalism simply do
not apply to liberal egalitarianism. In contrast, some of themain reasons given
by liberal egalitarian theorists for distancing themselves from Marx’s legacy
cannot be so immediately dismissed.7

Chapters 4 and 5 are devoted to the Marxian challenge to the core thesis on
the level of systematic theory. I argue that Marx’s concept of capital remains
essential for comprehending our social world. It therefore remains essential for
contemporary normative social theory as well, since any acceptable normative
social theory must be based on a satisfactory comprehension of our world.
Marx shows that in capitalist market societies, human ends, the human good,
and human flourishing are systematically subordinated to the end, the good,
and the flourishing of capital. Lacking an adequate concept of capital, liberal
egalitarian theorists overlook this state of affairs.

Chapter 6 explores a number of specific systematic tendencies in capital-
ist market societies that make them unacceptable from the normative point
of view of the moral equality principle: the systematic tendencies to coer-
cion, domination, and exploitation in the capital/wage labour relation; the sys-
tematic tendencies to overaccumulation, financial, and environmental crises;
and the systematic tendency to uneven development in the world market.
Chapter 7 discusses the main liberal egalitarian response to this Marxian chal-
lenge: unacceptable tendencies in capitalist market societies can be put out of
play if the proper background conditions are established by states or a higher-
order form of governance. A critical assessment of specific liberal egalitarian
proposals then follows in Chapter 8.

7 I provide sufficient reasons to dismiss them in the later course of the book.
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The relationship between the economic sphere and the political sphere is
a major theme of both Chapter 7 and Chapter 8. I argue that the familiar
objection that Marx was committed to a reductionist ‘economism’ does not
withstand scrutiny. His goal was in fact an appreciation of the full scope of the
political dimension in social life.

In Chapter 9 the debate shifts to the more concrete level of major historical
developments since World War ii. The standard liberal egalitarian account
of the rise of neoliberalism in recent decades is contrasted with a Marxian
narrative. I criticise left liberal critics of neoliberalism for failing to realise
that if neoliberalism had not provided a path for capital to recover from the
slowdown of the 1970s, the all but inevitable alternative would have been
a global recession or depression that liquidated or devalued a truly massive
amounts of excess productive capacity in the world market at tremendous
social cost.

Chapters 10 and 11 then turn to two more modest versions of liberal egal-
itarianism. Both concede that a capitalist market society can never be fully
acceptable from a normative standpoint. But both insist that an affirmation
of capitalism is still justified on the grounds that it can provide a feasible
‘second best’. Defenders of a ‘neo-Schumpeterian’ perspective accept Schum-
peter’s point that the ‘destructive’ elements of capitalism’s ‘creativedestruction’
are simply the price to be paid to enjoy its ‘creative’ elements. On their view,
the price is well worth paying, since capitalism provides thematerial precondi-
tions for human agency and flourishing farmore effectively and on a far greater
scale than any other mode of production. Another modified version of liberal
egalitarianism focuses on the recent rise of a newmode of production, termed
‘commons-based peer production’. Its emergence in the networked economy
does not remove the serious normative problems of capitalism – for example,
restrictions on autonomy, democracy in the public sphere, and global justice
remain intrinsic to capitalism. But, so the argument goes, if commons-based
peer production were allowed to flourish alongside proprietary for-profit pro-
duction, then autonomy, democratic participation, and global justice would all
be significantly advanced in the social order as a whole.

I argue that both of these positions overlook aspects of contemporary cap-
italism that simply should not be overlooked. They include the very significant
compression of time in which high profits can be achieved from innovations,
the increasing precariousness of social reproduction within the capital/wage
labour relation, the continued flow of creditmoney into financial speculations,
and the level of environmental threat imposedby the ‘growor die’ imperative of
capitalism.Whatever may ormay not have been the case before, in the present
moment of world history there are powerful reasons to think that the ‘destruct-
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ive’ elements of capitalism now outweigh its creative elements.There will be no
more ‘golden ages’ of capitalism. And there are no good reasons to think that
tremendous potential of commons-based peer production to further human
flourishing can be actualised as long as the social forms of capital remain in
place.

If neither the strong version of left liberalism nor more modest versions
are acceptable, does that imply that we must move beyond the liberal egalit-
arian defence of market societies and towards a normative social theory that
builds on the legacy of Marx’s critique of political economy? Advocates of
the final variant of liberal egalitarianism to be considered deny this conclu-
sion. They propose a different type of market society, ‘property-owning demo-
cracy’, defined by a wide diffusion of the private ownership of capital assets.
In Chapter 12, I argue that this imagined form of generalised commodity pro-
duction would leave the reign of capital in place. As such it would fail to bring
about a societywhere ‘the free development of each is the condition for the free
development of all’, which liberal egalitarians hope for no less than Marxian
theorists and activists.

In the concluding chapter, I briefly sketch an outline of a feasible and norm-
atively superior alternative to capitalist market societies, quite different in
essential respects from the illiberal self-proclaimed ‘Marxist’ regimes that
emerged in the twentieth century. A normative social theory for the twenty-
first century must contribute in every possible way to the collective project of
bringing about something like this alternative. That is what moving ‘beyond
liberal egalitarianism’ means.

I would like to thank Rebecca Burke, Fred Evans, Joseph Kupfer, Michael Lebo-
witz, Christian Lotz, Paul Mattick, Fred Moseley, Patrick Murray, and Jeanne
Schuler for their generous encouragementduring the years I havebeenworking
on this project. It has been appreciated far more thanmere thanks can convey.
Dan Krier deserves special acknowledgement for many stimulating and enjoy-
able discussions onmatters related to this book over the years. The anonymous
reviewers of the manuscript also deserve special thanks for numerous sugges-
tions and criticisms.

The book is dedicated to Bridgit and Conor, as they begin to make their own
way in the world. Fuerte.
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chapter 1

Liberal Egalitarianism

Introduction

This chapter explores the main features of ‘liberal egalitarianism’. ‘Liberalism’
and ‘egalitarianism’ are ambiguous terms in themselves; the combinationof the
two no less so. Views grouped under this general heading differ in numerous
and often profound ways. Nonetheless, on the issues of most importance to
this book they share sufficient family resemblances to justify considering them
together.1 At this early point the goal is to sketch the essential features of the
position in terms acceptable to its advocates, postponing critical analysis until
later chapters.

For most of history, some human beings have been thought to be of greater
intrinsic worth than others. Babylonian emperors were said to have special
influence with divine forces. The pharaohs of ancient Egypt were themselves
proclaimed divine, a status also bestowed on emperors of Rome. Aristotle
believed in the existence of a natural aristocracy, superior in rationality and
virtue to ordinary citizens, while these male citizens in turn were taken to be
intrinsically superior to women and slaves. For close to two millennia after
Aristotle, aristocracies enjoyed special legal privileges in Western societies,
justified by their supposedly greater inherent worth. Closer to our own day,
Nietzsche called for a new European aristocracy, willing to sacrifice the most
fundamental interests of ordinary persons for the sake of the few superior
exemplars of our species. Countless racist and sexist social practices today
proclaim in effect that some persons’ lives are worth more than others’, even
if few now dare utter such sentiments publicly.

As a first approximation we may define ‘liberal egalitarianism’ negatively as
a rejection of the thesis that some individuals are inherently of greater worth
than others. More positively, ‘liberal egalitarianism’ can provisionally be taken

1 This is standard practice in contemporary political philosophy. See, for example, Kymlicka
2001, Chapter 3. I should note, however, that my notion of liberal egalitarianism is broader
thanKymlicka’s. I regardmany versions of utilitarianism, communitarianism, republicanism,
multiculturalism, feminism, critical race theory, and postmodernism as variants of liberal
egalitarianism, extending Parfit’s claim that themost defensible versions of different normat-
ive perspectives are compatible analogously to theway different paths up the samemountain
are compatible with each other (Parfit 2011).
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to refer to positions in normative social theory accepting the ‘Moral Equality
Principle’ that all persons are of equal moral worth as ends in themselves.2

Normative social theory in general, and liberal egalitarianism in particular,
received a tremendous spur with the publication of John Rawls’s A Theory of
Justice in 1971, probably the most influential work by a political philosopher in
the last hundred years. Rawls summarises his position with the slogan ‘justice
as fairness’, revealing that his commitment to fairness is less a conclusion of his
arguments than their starting point. Rawls asks us to imagine what principles
of justice rational and reasonable persons would accept in a specially designed
hypothetical decision procedure, an ‘original position’ where principles of jus-
tice are selected under a ‘veil of ignorance’ ruling out knowledge of particular
identities and contexts. He is well aware that no one could ever be in such a
condition. The original position is simply a striking methodological device for
ruling out principles resting on the assumption that some persons’ fundamen-
tal interests are inherently more worthy of concern and respect than others’.3

Other liberal egalitarians have expressed this same commitment in different
terms. Brian Barry calls for ‘justice as impartiality’, agreeing with Thomas Scan-
lon that ‘what we owe to others’ is to act on the basis of principles no one could
reasonably reject.4 DavidHeld states that ‘humankind belongs to a singlemoral
realm inwhich eachperson is equallyworthy of consideration’.5 A similar state-
ment is found in Alan Buchanan’s Justice, Legitimacy, and Self-Determination:
‘justice requires respect for the inherent dignity of all persons … this notion
of dignity includes the idea that all persons are equal, so far as the import-
ance of their basic interests are concerned’.6 JürgenHabermas, Europe’s leading
defender of a liberal egalitarian perspective, affirms the demand to show ‘equal
respect for the humanworth of each individual’.7MarthaNussbaumechoes the
same point:

2 The inadequacy of this approximation can be seen in the fact that it does not exclude
libertarianism, whose adherents vehemently reject liberal egalitarianism.

3 Sincewe do not knowwhich groupwewill belong towhen the veil is removed, it is rational to
take themembers of every group’s fundamental interests equally into accountwhen selecting
principles of justices. It is rational to be reasonable, so to speak. ‘The aim is to rule out those
principles that it would be rational to propose for acceptance, however little the chance of
success, only if one knew certain things that are irrelevant from the standpoint of justice …
[T]he veil of ignorance … should cause no difficulty if we keep in mind the constraints on
arguments that it is meant to express’ (Rawls 1971, p. 18).

4 Barry 1995; Scanlon 2000.
5 Held 1995, p. 147.
6 Buchanan 2004, p. 42.
7 Habermas, 2001, pp. 94, 103. At one point in his career Habermas’s project was to ‘recon-
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If we agree that citizens are all worthy of concern and respect … then
we ought to conclude that politics should not treat people as agents or
supporters of other people, whose mission in the world is to execute
someone else’s plan of life. It should treat each of themas ends, as sources
of agency and worth in their own right, with their own plans tomake and
their own lives to live, therefore as deserving of all necessary support for
the equal opportunity to be such agents.8

Examples could be easily multiplied.
The main goal of this first chapter is to consider exactly what it is about

persons that we should be concerned with and respect. In other words, what
are the dimensions of social life that matter to liberal egalitarians from a
normative point of view? In the following chapter, I shall turn to the social and
political arrangements that left liberals generally defend on the grounds that
they institutionalise ‘equal concern and respect’.

There are, I believe, five dimensions of social life that liberal egalitarians
insist are relevant to normative assessments of institutional structures and
social practices. Somemay givemore weight to one or another of these dimen-
sions than others do.9 For the purposes of this study, however, that is a second-
ary matter.

Well-being

In the passage quoted above, Nussbaum speaks of the importance of persons
having ‘their own plans’. In normal circumstances, persons make something
their own plan only when fulfilling that plan furthers their well-being, either
directly or by furthering something they care about. Being concerned for per-
sons, then, is at least in part being concerned about their well-being (under-
stood in terms of the fulfilment of their life plans). As a first approximation we

struct’ Marx’s historical materialism. His writings, however, have consistently articulated a
viewpoint far closer to liberal egalitarianism than to Marxism, at least as these positions will
be understood here. (I add in passing that from the beginning Habermas did not understand
thatMarx’s theory is primarily concernedwith social forms, and not the instrumental control
of nature; see Chapters 4 and 5 below).

8 Nussbaum 2001, p. 58.
9 The complexities and ambiguities of the myriad forms of ‘egalitarian’ commitments is

explored in detail in the collection of papers in Holtug and Lippert-Rasmussen 2007. See also
Arneson 2015.
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can say that equal concern and respect implies that all persons should have a
fair opportunity to live out their life plans. However, a number of important
clarifications and qualifications are immediately in order.

– Not all plans are of equal importance. Some concern short-term goals that if
thwarted today can be abandoned, or sought without much loss tomorrow.
Others are of such central importance to our identity and our conception
of what it means to lead a good life that failure to attain them would make
our lives as a whole seem a failure to ourselves and others. The normative
significance of the latter is clearly much greater than the former.

– The evaluation of institutional frameworks by the consequences they tend
to have for well-being is widely associated with utilitarianism. Utilitarians
embrace a version of the moral equality principle, insisting that the pos-
itive or negative consequences of actions and institutionalised practices
affecting one individual count for no more and no less than comparable
consequences for another person. Nonetheless, ‘liberal egalitarianism’ and
‘utilitarianism’ cannot be simply identified. Many utilitarians evaluate par-
ticular actions according to the degree to which they further total (or aver-
age) happiness (desire satisfaction) on the level of society as a whole. This
suggests that sacrificing even themost fundamental interests andwell-being
of particular individuals and groups would be justified whenever this could
be foreseen to result in a net gain in aggregate desire satisfaction. That is
hardly a recipe for respectingpersons as ends-in-themselves. For liberal egal-
itarians, individual persons are fundamental units of moral concern in away
that is not true in utilitarianism.10
A familiar problem illustrates the point. In principle, at least, utilitarian cal-
culations would justify providing luxury goods and services to those who
greatly desire them, even at the cost of imposing burdens on those with
less expensive tastes, whenever doing so would maximise the total (or aver-
age) social good. From a liberal egalitarian standpoint this is incompatible
with the principle that all individuals are of equal moral concern. If our
ends impose unfair burdens on others, they are unreasonable and without
positive normative significance. Some liberal egalitarian theorists conclude
from this consideration that the principle of equal moral worth should be
understood in terms of a principle of equal opportunity to well-being, as
opposed to the utilitarian principle of maximising well-being across soci-

10 Rawls 1971, pp. 179–83.



liberal egalitarianism 5

ety as a whole.11 Derek Parfit, in contrast, has argued persuasively that the
most defensible form of utilitarianism holds that the rules making things
go best on the level of society as a whole will invariably be rules that offer
significant protections to the fundamental interests of all individuals. This
version of utilitarianism should be seen as a variant of liberal egalitarian-
ism, not a competitor.12 The key point is that the statement ‘that all persons
should have a fair opportunity to live out their life plans’ must be quali-
fied by a restriction to reasonable life plans consistent with the fundamental
interests of others.

– Respecting the equal worth of all individuals might seem to require accept-
ing people’s own assessments of their well-being, unequivocally rejecting
any suggestion that others can know our true preferences better than we
do ourselves. Unfortunately, however, people can bemisinformed about rel-
evant matters when they make choices, and often profoundly mistaken. If
someone’s preferences are formed on the basis of mistaken beliefs about
themselves or the world, how could the satisfaction of those preferences be
intrinsically valuable from a normative point of view?13 Suppose my prefer-
ence for a certain food is based on a belief that food scientists and the fda
effectively oversee the safety of our food, while this belief is thoroughlymis-
taken and the food in question has beenmade carcinogenic in the course of
processing. Why should the satisfaction of my preference be given signific-
ant positive normative weight? There is an obvious difference between pref-
erence satisfaction and informed preference satisfaction. It certainlymatters
to individuals whether they are able to live the sorts of lives they value. But
it matters muchmore to our well-being whether we are able to live the sorts
of lives we havemost reason to value.14 Equal respect for all persons does not
imply the crass relativismof equal respect for all subjective opinions. Affirm-
ing that individuals are ultimate units of moral concern rules out being indif-
ferent to the difference between the preferences they would have formed if
they had had access to available (or easily discoverable) relevant informa-
tion about themselves and their circumstances, and preferences formed in
ignorance of this relevant information. The fact that someone desires an end
provides one reason for considering its attainment positively. But there may

11 Arneson 1989.
12 See Parfit 2011, Chapter 17.
13 Of coursemistakes canbe instrumentally valuable as part of an extended learningprocess,

asMill taught. This does not affect the point that concern and respect for persons does not
necessarily imply unqualified affirmation of all subjective preferences.

14 See Christiano 2007.
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be other reasons for evaluatingmatters differently, and theymay turn out to
be stronger.

– Throughout history, individuals have found themselves trapped in social
roles with little or no realistic chance of escape, whether due to physical
coercion, the weight of custom, internalisation of a threat of divine pun-
ishment, or some other mechanism. In these circumstances the preference
formation process tends to ‘adapt’ to the given situation, generating prefer-
ences that have a realistic chance of being satisfied within the given social
context. To the extent that this is the case, any attempt to normatively jus-
tify established social roles by appealing to the satisfaction of preferences is
invidiously circular. The normative assessment of slavery does not stand or
fall on the extent slaves adapted to their situation by blocking preferences
with little chance of being fulfilled. The normative assessment of the role of
women in patriarchal societies does not stand or fall on the degree women
adapted their preferences to the limited options granted them.
If the satisfaction of subjective desires is not necessarily normatively sig-
nificant in itself, states of affairs resulting from social actions should be
normatively assessed primarily with regard to the objective well-being of
individual agents, their actual flourishing, rather than their level of prefer-
ence satisfaction.There is, in otherwords, a strong ‘perfectionist’ component
in liberal egalitarianism.15 But this does not preclude a strong (if qualified)
‘subjective’ component. What matters is being able to live the sorts of lives
we have most reason to choose for ourselves, given access to the relevant
information and a processing of that information that has not been distor-
ted by an adaptation of preferences to oppressive circumstances.

– To assert that individuals are a basic unit of moral concern is not to assert
that the only consequences that matter from a normative point of view
concern the fulfilment of private self-interest. The principle of equal con-
cern and respect rules out an exclusive concern with narrowly defined self-
interest (‘ethical egoism’) from the start. The consequences that matter
are those we have good reasons to value or disvalue. We certainly have
good reasons to value the fulfilment of our individual self-interest, narrowly
conceived. But we also have good reasons to value the furthering of the
well-being of others to whom we have special ties (daughters and sons,

15 Arneson 2010; Raz 1986. The language of flourishing and perfectionism is Aristotelian. I
take the incorporation of an Aristotelian objective account of welfare to be a distinguish-
ing feature in the views of leading liberal egalitarians, setting their position apart from
traditional liberalism, which places individuals’ right to purse their subjective desires at
the centre of normative reflection.
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spouses, other relatives, friends, fellow members of an association to which
we belong, fellow citizens of our political community, and so on). And we
have good reasons to value results that further the general good, impartially
considered, which requires taking into account the well-being of others not
tied to us in any special way. The fact that difficult trade-offs may have to be
made when these considerations conflict does not imply that only one sort
of consideration matters from a normative point of view.16

No liberal egalitarian would say that the only relevant issue in the evaluation
of different institutional structures and social practices is the consequences
they would have for attaining given ends. Imagine a society where drugs were
distributed that maintained everyone in a state of perfect bliss. Suppose for
good measure that maintaining this pleasant state was everyone’s fondest
wish. Suppose further that this preference was not uninformed, or distorted
by adaptation to oppressive circumstances, and that it did not impose any
unfair demands upon others. Such a society might maximise net desire sat-
isfaction, preference fulfilment, and the attainment of the ends defining life
plans at the given point in time. But it would not enable people to live the
sorts of lives they have most reason to value over time. Drug-induced passivity
rules out the possibility of critically reflecting on the given life plans,modifying
or rejecting them when our assessments change, formulating new ones when
required, considering possible implementations, carrying out the implementa-
tions decidedupon, and so on. Attaining andmaintainingwell-being over time,
in other words, requires agency.

Autonomous Agency

The passage fromMartha Nussbaumquoted above refers to persons ‘as sources
of agency and worth in their own right, with their own plans to make and
their own lives to live, therefore as deserving of all necessary support for the
equal opportunity to be such agents’. All liberal egalitarian theorists would
agree that the fulfilment of a life plan is not the only thing that matters from
a normative point of view. The process of choosing the plan for ourselves and
striving to fulfil it bymeans of our own agencymatters as well. Social structures
and practices that institutionalise equal concern and respect must foster the
autonomous agency of all persons.

16 Parfit 2011, Chapter 6.
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A number of clarifications and qualifications are once again in order.

– The complex relationship between liberal egalitarianism and utilitarianism
is manifested here too. From the standpoint of the former, the liberty of
individuals cannot be significantly sacrificed for the sake of a greater aggreg-
ate level of happiness or preference-satisfaction, at least outside extreme
emergencies. The most defensible versions of utilitarianism, however, also
rule that out. Rules making things go best on the level of society as a whole
offer significant protections to the fundamental interests of all individuals,
including their interest in autonomous agency.

– Within limits, technical terms can be defined however we wish. ‘Freedom’
can be defined as the ability to act arbitrarily without interference, and
the absence of external coercion is in fact an important component of
autonomy from the liberal egalitarian standpoint. But if it is taken to be the
essence of freedom, as it is in traditional liberalism, the result is an extremely
impoverished and inadequate concept from the liberal egalitarian point of
view.17 A free act is not arbitrary, but one that responds to relevant reasons in
appropriate ways. Freedom is enhancedwhenever the preference formation
of acting subjects becomes less uninformed, or less adapted to oppressive
social circumstances.18

– Freedom is also not to be understood exclusively in terms of the pursuit
of private self-interest. To be thwarted in what we want is not necessarily
to be coerced. ‘Free’ acts must be reasonable if they are to have normative
significance.19 Agents must take into account that other agents warrant
concern and respect too; exercising the liberty to live the life we have most
reason to value must include an acknowledgement of other individuals’
equal liberty to do the same. This acknowledgement should not be rejected
as a restriction of liberty, but affirmed as a constitutive feature of the only
form of liberty with normative import.

– The notion of individual autonomy does not imply that the choices and
acts of individuals can be causally explained by themselves alone. Humans

17 Honneth 2014 includes an excellent discussion of different concepts of freedom.
18 See especially Sen 1999.
19 Some traditional liberals might regard this statement as illiberal. (Isaiah Berlin, for exam-

ple,mightwell regard this ‘reasonableness restriction’ as a pernicious formof Hegelianism
that liberals ought to reject. See Berlin 1990). Liberal egalitarians, however, rule out
principles allowing some to act in a manner that imposes unreasonable demands on
others, whether through the veil of ignorance thought experiment or some other feature
of their methodological framework.
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are natural creatures, and our choices and acts cannot be fully explained in
abstraction from the entire course of natural evolution. Humans are histor-
ical creatures as well, and our choices and acts cannot be fully explained in
abstraction from the legacies of social evolution either. Further, we are social
creatures ‘all the way down’.20 Individual identity is formed in the course
of socialisation into the values and practices of particular communities; no
individual choices or actions can be fully understood in abstraction from
their social determinations. Autonomy is not a matter of escaping (or, bet-
ter, pretending to escape) our biological, historical, or social identities. It is a
matter of developing these identities in response to the concrete and contin-
gent circumstances in which we must make choices and act.21 At any given
moment in time therewill be an indefinite range of possible choices and acts
that would in principle be consistent with our natural, historical, and social
determinations. If we affirm a particular choice and act in a correspond-
ing way when relevant reasons for and against them have been taken into
account, then making this choice and undertaking that act are ‘autonom-
ous’ in the normatively relevant sense of the term. Autonomous agents act
in the space of reasons; a free act is an act we have good reasons to affirm.22

– The last pointmight seem to suggest that autonomous agentsmust be cease-
lessly reflecting on reasons for and against possible decisions and actions.
That is not the case. We may have good reasons to trust that our own ini-
tial judgements, the judgements of others (parents, friends, mentors, super-
visors, community leaders), and the values and practices of our community
are normatively acceptable. As long as this is the case, we can make choices
and perform acts that follow our intuitive judgements, the suggestions of
others, or established social practices without sacrificing autonomy, even
if we have not engaged in extensive reflection to verify that the underly-
ing reasons for every particular judgement, suggestion, and practice.23 An
autonomous agent, however, must remain open to the possibility that good
reasons may emerge to not trust our own intuitions, the recommendations
of others, or the accepted values and practices of a community to which we
belong. The capacity to trust must be combined with receptiveness to evi-

20 This is another claim that at least some traditional liberals would resist.
21 See Christman 2009.
22 This is a main theme of the Introduction to Hegel 2008, a work that anticipates contem-

porary liberal egalitarian thought in a number of important respects. ForHegel, see Pippin
2008, Pinkard 2013, and Smith 2014, 2015a. For liberal egalitarianism, see Scanlon 2014 and
Raz 2014.

23 Justified trust in testimony plays an analogously central role in epistemology.
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dence suggesting that a more critical stance is required. In the sense of the
term relevant here ‘autonomy’ presupposes both a capacity to be reconciled
with established patterns of choices and actions when there are good reas-
ons to maintain them ‘all things considered’, and a capacity to modify or
break from established patterns when there are good ‘all things considered’
reasons for doing so.

Liberal egalitarians hold that themoral equality principle requires that all indi-
viduals have the freedomto live the sorts of lives theyhavemost reason to value,
subject to the ‘reasonableness constraint’ that the freedom of others to do the
same is acknowledged. But the freedom to act on the basis of our proximate
and ultimate ends would count for little without access to thematerial precon-
ditions of effective agency. The freedom that matters is substantive freedom,
and not merely a formal freedom from force or fraud. This brings us to a third
dimension of social life that matters from the liberal egalitarian point of view.

Access to Resources

For Rawls, the primary subject matter of a theory of justice is the distribution
of ‘primary social goods’: rights and opportunities, income andwealth, and the
social bases of self-respect. These goods are ‘primary’ in the sense that they
are generally required for social agents to carry out their life plans, whatever
they happen to be. They are ‘social’ in that their distribution depends upon
the ‘basic structure’ of society, that is, the institutional framework in place,
in contrast to ‘primary natural goods’ distributed to individuals at birth in a
genetic lottery (intelligence, imagination, health, etc.). For Rawls, principles of
justice are rules for distributing primary social goods. These rules must be fair,
that is, consistentwith thenotion that all persons are equallyworthyof concern
and respect. In Rawls’s thought experiment we are to imagine ourselves in an
‘original position’wherewe select principles for the allocation of primary social
goods under a ‘veil of ignorance’ that excludes knowledge of our race, gender,
age, income, ethnicity, and any other particular feature that could bias our
decision-making, including our particular conception of the good life. While
imagining that we are ignorant of the particulars of our own situation, we are
nonetheless to assume we have a full understanding of the ‘general facts of
social life’, including the fact that reasonable people will continue to disagree
about religions and other comprehensive conceptions of the good. Rawls asks
us to suppose further that we are neither egomaniacs concerned solely with
our private self-interest and irrationally envious of others’ successes, nor saints
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disposed to sacrifice our self-interest for the sake of others’ gain. Rawls lastly
states that due to our profound interest inmaintaining access to primary social
goods throughout the course of our lives it is imperative to attempt to ensure
an acceptable level of access to themnomatter whowe turn out to be once the
veil of ignorance is lifted. Rationality demands, in other words, that we seek
principlesmaximising theminimumwemight receive, whoever we turn out to
be.24

In these hypothetical circumstances, Rawls thinks, anyone would reject the
utilitarian principle that primary social goods should be allocated tomaximise
aggregate (or average) preference satisfaction in the society as a whole. There
is simply too great a danger that our most fundamental interest in living the
sort of lives we havemost reason to value would be sacrificed. In contrast, if an
extensive set of basic political and civil liberties were equally guaranteed to all,
then individuals under a veil of ignorance could be assured that nomatter who
they turned out to be they would have an equal freedom to explore ideas and
express judgements, including judgements regarding the justice of the basic
structure andpolicies of their society.These freedomsare crucial preconditions
for autonomy in the formulation and revision of life plans. Persons under
a veil of ignorance would therefore endorse the principle that ‘Each person
has the same indefeasible claim to a fully adequate scheme of equal basic
liberties, which scheme is compatible with the same scheme of liberties for
all’.25 These basic liberties include freedomof thought and expression, freedom
of association, and freedom of religion.

Of special note are the liberties associatedwith participation in political life.
Liberties cannot in general have equal worth to everyone.26 But Rawls insists
that in a just society, political liberties must be of fair value to everymember of
the community. Rawls holds that rational agents in the original position would
also accept a principle of strict equality with respect to access to the social
bases of self-respect. Regarding ‘equality of opportunity’, however, matters are
more complicated.

24 Rawls does not assume that the special psychological attitude towards risk manifested in
this ‘maximin’ rule is generally rational. He does insist that it is appropriate when truly
fundamental interests are at stake, as they are when access to primary social goods over
the course of our lifetimes is being discussed.

25 Rawls 2001, p. 42.
26 Freedom of religion, for example, is worth more to a member of a minority religion than

to a member of a faith shared by the vast majority of the population. Similarly, freedom
of speech is worth more to a person with heterodox views than to someone who accepts
the dominant consensus on the relevant issues.
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For left liberals, merely formal equality of opportunity – ‘equality under the
law’, that is, the absence of legal discrimination – is not adequate. But full sub-
stantive equality of opportunity is neither desirable nor possible to attain. For
one thing, the genetic lottery will remain in place for the foreseeable future,
dispersing different levels of innate capacities across the population. This in
itself rules out everyone enjoying an equal starting point in life. Further, the
opportunities available in later life also crucially depend upon the nurturing
received as a child, the quality of one’s teachers, their willingness to serve as
mentors, and so on. Attempting to ensure that these matters are equal for
everyone everywhere would require massive surveillance and interference in
everyday life, and even then the prospects of obtaining a truly ‘level playing
field’ at the start of adulthood are nil. Knowing these ‘general facts of social
life’, participants in the original position would adopt a principle of fair equal-
ity of opportunity, stronger than mere formal equality yet weaker than the
impossible demand for unqualified equality.

The primary social goods of income and wealth remain to be considered,
raising the question of economic justice. Here too a principle of equal distri-
bution would have great initial attraction to agents under a veil of ignorance,
since it would guarantee them an equal share of income and wealth no mat-
ter what their circumstances turned out to be when the veil was removed. It is
important to recall, however, that income and wealth matter from the normat-
ive point of view because of the role they play in helping us live the sort of lives
we have most reason to value. If a somewhat less equal distribution of income
and wealth granted everyone a better chance of doing this, Rawls thinks, then
a less equal distribution of income and wealth could be a more appropriate
expression of equal concern and respect for persons as ends in themselves.
Most liberal egalitarians endorse this reasoning.27

Rawls assumes that among the general facts of social life known under the
veil of ignorance are the fact that providing incentives spurs economic growth,
and the fact that in principle economic growth can improve everyone’s living
standards.28 Of course it would also be known that a high level of economic
growth may still leave a significant sector of the population impoverished.
Under a veil of ignorance, rational agents wouldwant to rule out the possibility
of finding themselves in the latter group. They, Rawls concludes, would insist

27 But see the discussion of Cohen in note 34 below.
28 It is worth noting that Rawls takes various assertions of neoclassical economics and

Keynesian economics as ‘general facts’ that any adequate theory of justice must simply
presuppose.
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on the difference principle: differences in income and wealth are acceptable so
long as they are to the greatest benefit of the least advantaged.29

All liberal egalitarians embrace the principles of equal basic liberties and
fair equality of opportunity. The difference principle has proven much more
controversial. Some regard the difference principle as too egalitarian. For them,
there is an element of truth in the conservative complaint that those who have
not contributed significantly to the production of goods and services lack a
legitimate claim on the fruits of that production. This point led Ronald Dwor-
kin to sharply distinguish the bad ‘brute luck’ over which individuals have no
control (including natural disabilities, serious illnesses, unavoidable accidents,
and so on) from bad ‘option luck’ resulting from their own choices in mar-
kets and elsewhere. The principle of equal moral concern implies for Dworkin
that a just society will take corrective measures to help those suffering from
the former. On the other hand, individuals must accept responsibility for the
consequences of their choices regarding their education, training, and occupa-
tion, the trade-offs they have made between leisure and work, the amount of
effort they put into their work, their spending decisions, their investments, and
so on. We need not delve into all the details of the elaborate and picturesque
thought experiment Dworkin constructs to illustrate these themes here.30 Ulti-

29 It might seem as if any degree of inequality could be normatively acceptable according to
the difference principle, so long as the income andwealth of members of the least advant-
aged groups was improved the tiniest bit over what it would be under alternatives. This
is not the case. Levels of inequality in income and wealth inconsistent with the equality
of liberties, the fair value of political liberties to all, and fair equality of opportunity are
ruled out in Rawls’s framework, even if they would leave the least advantaged better off in
the narrow economic terms of income and wealth.

30 Briefly, Dworkin imagines survivors of a shipwreck swimming to a nearby uninhabited
and unowned island. Being good egalitarians, they initially divide the resources of the
island into bundles, distribute an equal amount of shells to each person, hold a series
of preliminary auctions of the bundles using the shells as currency, and then adjust the
content of the bundles so that at the end of the final auction no one envies anyone
else’s bundle. Special payments to the disabled are then instituted, determined by the
level of insurance against natural disabilities that people on average would take out if it
were available. The net result is defined as an initial egalitarian distribution of resources.
This initial distribution is then transformed by the buying and selling of components
of the various bundles, the use of bundles to produce new sorts of things to be sold,
the free agreements of some to work for others in return for a wage, and so on. The
result of all these imaginary occurrences and hypothetical calculations is not a situation
in which everyone has an equal amount of everything. In Dworkin’s view, however, the
distributionwould remain ‘egalitarian’ in the normatively relevant sense of the term, since
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mately his central point is straightforward enough: the only justified inequality
in the distribution of resources is one resulting from free choices from an ini-
tial starting point of equal resources that compensates for ‘bad brute luck’.
Dworkin, like Rawls, is a ‘resourcist’. But in his view a far greater inequality
of income and wealth is in principle compatible with egalitarian values than
Rawls’s difference principle allows, due to individuals’ responsibility for their
choices.

Liberal egalitarian critics of Dworkin hold that no social order allowing
some members to remain destitute manifests concern and respect for others
adequately, even when the destitution has resulted from their own choices.
Critics also point out that if extensive inequalities are allowed in a given period,
it will be extremely difficult to re-establish a rough equality of resources at
the beginning of the following period. Sooner rather than later a point will
inevitably be reached where we can no longer speak of individuals standing
as equals in the political life of their community.31

Numerous liberal egalitarian theorists have proposed ‘sufficientarianism’ as
an alternative to both Rawls’s difference principle and Dworkin’s moremarket-
driven theory.32 Defenders of this variant of left liberalism affirm the crucial
importance of all members of a society having sufficient access to the resources
required to lead the sorts of lives they have most reason to value, and to ‘stand
as equals’ in social and political life. Economic inequalities inconsistent with
an equality of basic liberties or fair equality of opportunities are ruled out as a
matter of principle, as inRawls’s framework. But, paceRawls, so long as the least
advantaged remain above the proper level of sufficiency they need not always
benefit from economic growth, for reasons paralleling Dworkin’s emphasis on
individual responsibility. In contrast to ‘luck egalitarianism’, however, no one’s
access to resources would be allowed to fall below a level sufficient to stand as
an equal in the given social context due to bad choices or bad luck, even when
choices and risks were freely undertaken.33

any inequalities that arise would be the result of different people freely making different
trade-offs between additional income from work and leisure, different levels of option
risks, and so on (Dworkin 1981).

31 See Anderson’s critique of ‘luck egalitarianism’ in Anderson 1999.
32 See, for example, Nussbaum 2000 and Anderson 1999.
33 This position may be conjoined with prioritism, the view that the worst off ought to

be raised to a sufficient level first, followed by the next worst off, and so on. Complic-
ations arise when a choice has to be made between raising a vast number of people
relatively close to the baseline over the bar, and raising a much smaller number of people
much further from the baseline above it. Cases like this are best handled within a frame-
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It is not necessary to resolve these disputes here.34 Themain purpose of this
brief survey has simply been to stress that for liberal egalitarians well-being
and autonomous agency are not the only matters of normative significance.
Rawls, Dworkin, and numerous other prominent social theorists insist that
fair access to the resources needed to carry out the life plans we have most
reason to value is normatively significant as well, including substantive (and
notmerely formal) equal basic liberties, the fair value of political liberties to all,
fair (and not merely formal) equality of opportunity, and fair access to income
and wealth.

Not all liberal egalitarians, however, agree that resources should be given
such great weight in the determination of the proper background conditions
of social life.

The Development of Essential Capabilities

In the capabilities approach developed by A.K. Sen, Martha Nussbaum, and
others three main criticisms of ‘resourcists’ like Rawls have been presented.

1. The activities (‘functionings’) of social agents are not simply valuable as
means to this or that goal; they are valuable as ends in themselves. Specific

work incorporating both ‘consequentialist’ elements (taking into account the numbers
involved) and ‘deontological’ elements (giving priority to the worst off). See Parfit 2011,
Chapter 21.

34 One other controversy should at least be mentioned in passing. While many liberal egal-
itarians regard Rawls’s difference principle as too egalitarian, G.A. Cohen has criticised
it on the grounds that it is not egalitarian enough. Rawls begins by assuming that indi-
viduals behind the veil of ignorance are ‘reasonable’; they do not wish to impose unfair
demands on others, and arewilling to abide by the principles of justice they have selected.
But, Cohen asserts, Rawls inconsistently also presupposes that once the veil is lifted the
more talented will in effect blackmail everyone else, threatening to withdraw their con-
tributions unless they are granted an unequal share of the benefits of economic growth.
The inequality legitimated by the difference principle is in effect a peremptory response
to this blackmail. In a society truly governed by ‘justice as fairness’, Cohen argues, such
blackmail would not occur, and therefore there would be no need for others to acquiesce
to the threat. The talented and skilled would recognise that their luck in the genetic and
social lottery was ‘arbitrary from amoral point of view’, to invoke Rawls’s oft-used phrase,
and that no claim to the special gains allocated to them by the difference principle can be
justified by their undeserved luck. Justice, in other words, demands that they contribute
without demanding a greater share than thosewhose luck is not as great. See Cohen 2009.
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activities cannot occur if the underlying capabilities for action have not
been developed. The development of the capabilities underlying human
agency, therefore, is valuable as an end in itself. Resources, in contrast,
are merely means to aid our functionings. A ‘resourcist’ approach reflects
an excessive concern for things that are merely means to the neglect of
what is intrinsically valuable. Resourcists, in brief, are guilty of a form of
fetishism.

2. Individuals with an equal amount of resources may profoundly differ in
their ability to make effective use of those resources. The same medicine
or food means something quite different to the sick or malnourished
person from what it means to someone healthy or full. This immensely
important difference is rendered invisible in the ‘resourcist’ perspective.

3. Many social impediments to human flourishing are not best conceptual-
ised as unfair distributions of primary social goods. Cultural beliefs and
social practices, for example, may prevent certain races or genders from
participating in prestigious occupations or aspects of public life as much
if not more than insufficient access to resources. Addressing the former
impediments requires close attention to who is allowed to develop what
capabilities, and not simply to the way resources are allocated.

Making capabilities central to normative social theory immediately poses the
question as to which human capabilities are essential for human flourishing.
Martha Nussbaum has suggested the following list, strongly emphasising its
empirical and provisional character:

Life (being able to live a life of normal length);
Bodily Health (requiring adequate nutrition, shelter, etc.);
Bodily Integrity (freedom to move; physical security; reproductive

choice, etc.);
Sense, Imagination, Thought (requiring education and freedom of

expression);
Emotions (being able to have attachments to people outside our-

selves);
Practical Reason (ability to form a conception of the good and life plan,

requiring liberty of conscience and religious choice);
Affiliation (having a right to association and the social bases of self-

respect);
Other Species (being able to live in and have concern for the world of

nature);
Play; and
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Control over One’s Environment (having the right of political participa-
tion, property rights on an equal basis with others, being able to work
as a human being, etc.)35

With lists of this sort there is always a danger that elements of a particular
conception of the good life are presented as if they were universal. The more
items on the list of purportedly essential human capabilities, the greater this
danger. Such a list should only be as long as is necessary to include all capabil-
ities required to ‘stand as an equal’ in social and political life.36

Responses to the above criticisms of ‘resourcism’ are available to its defend-
ers.37 First, they can easily grant that the distribution of primary social goods
is not an end in itself, but merely a means to enable individuals to live lives
they have reason to value. They can also agree that the development of essen-
tial capabilities is an end in itself. The (internal) development of capabilities,
however, cannotbe easilymeasured in a socially objectivemanner,while access
to (external) resources can be. It follows that the latter provides a much more
feasible and useful socialmeasure of the extent towhich the equalmoralworth
of all individuals is respected in a given context.

Second, resourcists can acknowledge that the moral equality principle
demands that disabilities be addressed (whenever the costs of doing so are
not overwhelmingly burdensome), whether or not the disability was caused
by social practices. Simply granting equal access to resources is indeed insuffi-
cientwhen that leaves the victims of sickness,malnutrition, or other afflictions
without the capability to stand as equals in the social world. Some resourcists
incorporate this point on the abstract level of principles of justice.38 Rawls
came to agree, reversing his earlier decision to postpone discussing it to amore
concrete level of analysis than the original position. The differences from cap-
ability theorists on this issue appear fairly negligible at the end of the day.

It also seems indisputable, finally, that social discrimination is not automat-
ically overcome simply because political liberties, opportunities, and income
and wealth have been distributed in a fair manner. But this is precisely why
Rawls added ‘the social bases of self-respect’ to his list of primary social goods,
and insisted that they must be equally distributed in a fully just society.

There are no capability theorists who do not regard access to resources as
normatively significant, and there are no resourcists who do not understand

35 Nussbaum 2001, pp. 416–18.
36 Anderson 1999.
37 See Pogge 2010b.
38 See Daniels 2010.
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that without a development of essential capabilities, access to resources is
pointless. It seems reasonable to conclude that the background conditions for
human agency must include both access to the resources required to live the
lives we have most reason to choose and the development of the capabilities
required for flourishing in the course of living those lives. From this perspective
the debate between ‘resourcists’ and ‘capability theorists’ is a minor squabble
among siblings.39

The point can be generalised to other members of the liberal egalitarian
family and to other matters of normative importance. Richard Arneson, for
example, holds that the proper expression of equalmoral concern is to provide
equal opportunities for welfare, defined in terms of the living of truly good
lives, rather than themere attainment of certain subjective psychological states
(happiness, preference satisfaction) as in utilitarianism. Actually attaining
well-being, and not the distribution of primary social goods, is what matters
most from a normative point of view in this ‘perfectionist’ viewpoint. But
Arneson would never deny that it is only possible to live truly good lives if we
exercise agency, have access to the required resources, and have developed the
requisite capabilities. Joseph Raz, to mention one other example, focuses on
the normative significance of autonomous agency. But he also affirms ‘perfec-
tionism’, the importance of access to resources, and the need to develop essen-
tial human capabilities. There are no liberal egalitarians who do not regard all
four of the dimensions of social life discussed so far in this chapter as centrally
important from a normative point of view.

For the purposes of this book, I need not articulate and defend a specific
version of liberal egalitarianism. The family resemblances between perfection-
ist theories of flourishing, the theory of autonomous agency, resourcism, and
capability theory are far more significant than any differences. Each perspect-
ive explores the implications of the idea that all persons are equally worthy of
concern and respect in a manner that complements the others. Each focuses
on a matter of great normative importance. Each contributes a consideration
necessary to the normative assessment of institutional frameworks and social
practices. Here as elsewhere the truth is the whole, as Hegel would say.

But we still do not quite have the whole picture. There is a fifth dimension
of social life whose normative import is also affirmed explicitly or implicitly in
all variants of liberal egalitarianism.

39 Sen seems to have come to this conclusion in Sen 2009 and 2010.
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DemocraticWill-Formation

Thenormative questions social agents (and social theorists)might consider are
endless. Are the sorts of lives people value the sorts they have good reasons to
value? Do our attempts to fulfil our desires impose unreasonable costs on oth-
ers?When is it a matter of concern whether or not people attain the ends they
have sought? If they are not attained, when is this due to bad luck, when it is
simply a matter that our choices may be thwarted when the free agreements
of others are required to fulfil them, and when is it the fault of some institu-
tional arrangement or social practice?When does a particular action count as
free? When are preferences so uninformed or adapted to oppressive circum-
stances that the autonomy of the relevant agents is called into question? In a
given context, what distribution provides adequate access to resources? What
is the best mechanism for distributing those resources? If it is not possible to
further the development of all capabilities simultaneously, which should have
priority?Why? And so on.

It would be quite mistaken to think that the correct answers to questions
like these can be deduced from abstract considerations. It would also be wrong
to think that they could be answered adequately by a single person engaged in
interior monologue. The principle of equal concern and respect implies that
no one has a right to proclaim that certain answers are correct, or to demand
that others accept what they decree. These questions concern our collective
lives together, and they must be answered collectively. The space of reasons is
an intersubjective space.

It is of fundamental normative importance that everyone can participate in
formulating questions, proposing answers, defending their answers with argu-
ments, listening and responding to the questions, answers, and arguments of
others, and so on when matters of general concern are at stake. In this context
Habermas speaks of the competence that speakers develop tomeet challenges
to claims made in the course of everyday communication by engaging in a dis-
course anticipating an ‘ideal speech situation’.While Rawls invites each reader
to undertake the thought experiment of the original position separately, he
also recognises that any disagreement about the structure of the original posi-
tion, the answers that would be reached while under a veil of ignorance, or the
degree to which those answers match our ‘all things considered’ view of what
fairness demands, can only be resolved in the forumof public reason.The Scan-
lon/Barry precept – namely, that principles are acceptable only if no one could
reasonably object to them– points in the same direction; we are not always the
best judges of whether we are imposing unreasonable demands on others, just
as they are not always the best judges of whether they have imposed unreason-
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able demands on us. There must be a social space within which the claims
we make on others, and those others make on us, can be adjudicated when a
collective decision regarding the priorities of our community must be made.
Insofar as all ‘stand as equals’ in this space, a democratic process of will-
formation can take place.40

Much more could be said regarding the dimensions of social life signific-
ant from a normative point of view within liberal egalitarianism. For present
purposes, the five dimensions discussed in this section suffice. The things that
matter the most include:

1. human flourishing (well-being), partly understood in terms of living the
sorts of lives we happen to value, but mostly understood in terms of
the sorts of lives we have good reason to value, based on our informed
desires, preferences that are not distorted by adaptation to oppressive
circumstances, and conceptions of the human good as articulated in
capability and perfectionist theories;

2. the exercise of autonomous agency in selecting our life plans and attempt-
ing to implement those plans;

3. the background conditions that must be in place to have a fair chance of
flourishing through exercises of agency, including access to the resources
necessary for autonomous agency and human flourishing, as well as

4. the development of the essential capabilities required for autonomous
agency and human flourishing; and, finally,

5. a social space of democratic will-formation in which reasons can be
defended and criticised regarding matters of collective concern.41

Different institutional frameworks and their associated social practices and
structural tendencies can be critically compared and contrasted in terms of
these considerations. Undertaking suchnormative assessments presupposes at
least an implicit andvague senseof what anormatively acceptable institutional
framework would look like. In the following chapter I shall present what I take

40 ‘If the demands of justice can be assessed only with the help of public reasoning, and
if public reasoning is constitutively related to the idea of democracy, then there is an
intimate connectionbetween justice anddemocracy,with shareddiscursive features’ (Sen
2009, p. 326).

41 In my view, Habermas has probably come closest to balancing a concern for well-being,
autonomy, resources, capabilities, and democratic will-formation in a comprehensive
framework (see, for example, Habermas 1996 and the excellent comparison of Rawls and
Habermas in Hedrick 2010). But there is undoubtedly no one best way of doing this.
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to be the consensus liberal egalitarian view on this issue. We shall then be in
a position to turn to the contrast between liberal egalitarianism and Marxian
social theory, the main topic of this book.
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Towards a Liberal Egalitarian Normative Theory of
Institutions

What sort of institutional framework (or ‘basic structure’, in Rawls’s termino-
logy) shouldbedefendedby thosewhobelieve that the fulfilment of reasonable
ends, autonomous agency, access to resources, development of capabilities,
and participation in democratic will-formation are all of immense normative
significance? Debates among liberal egalitarians regarding this question are
ongoing, and no final resolutionwill be sought here. I shall instead concentrate
on some key points of general agreement. Once again, the family resemblances
among liberal egalitarian positions aremore important than the differences for
our purposes here.

The Household

Susan Muller Okin, Elisabeth Anderson, Martha Nussbaum and many others
have presented compelling reasons for placing the household within the scope
of liberal egalitarian theories of social justice.1 First of all, the process of form-
ing and maintaining households must rest upon the free agreement of equals
to be normatively legitimate. Once adults decide that forming a household
togetherwill contribute to theirmutual flourishing, they should be free to carry
out that decision.2 Any law that systematically discriminates by enabling some
social categories of persons to form certain types of households, while prohib-
iting others from doing the same, is in clear tension with the principle that all
individuals are of equal moral concern. It follows at once that a mutual com-
mitment made by members of different sexes to form a household is not in

1 Okin objected that Rawls did not devote sufficient attention in A Theory of Justice to how
gender relations in the household (and beyond) have undermined the justice of existing
societies. Rawls later conceded the point, unequivocally confirming that gender relations are
part of the basic structure of society and thereby fall within the scope of a theory of justice.
See Okin 1989, Chapter 2, and Rawls 2001, pp. 162–8.

2 The requirement that theymake such a decision rules out child marriages.



towards a liberal egalitarian normative theory of institutions 23

principle more or less legitimate than one between members of the same sex.
From the normative point of view of liberal egalitarianism, it would be just
as wrong to treat the latter case differently from the former as it would be to
discriminate against free decisions to form households made by members of
different races or classes or ethnic groups.

A corollary of the freedom to establish households is the freedom to dis-
solve them. But there is an important complicating asymmetry: participating
in household life can generate responsibilities to other members that remain
after one has left. If children are to have a fair opportunity to flourish when
they mature, they must receive emotional care, form deep attachments, and
be given appropriate formal and informal education. Adultmembers of house-
holds have an obligation to ensure that these things happen to those in their
care. In many circumstances this obligation remains in force even after a
divorce. Other obligations may persist as well.

In the traditional patriarchal (heterosexual) household, the allocation of
care labour and other domestic tasks has allowed men to disproportionately
appropriate the benefits of domestic labour, whilewomen and girls are system-
atically burdened with a disproportionate share of its costs. This arrangement
also generally provides men with unfair advantages outside the household,
in effect denying women the time required to participate as a full equal in
social and political life. Whether or not there are essential biological differ-
ences between ‘men’ and ‘women’ is not of concern here; the relevant point
is that there is no good reason to think that a fundamental difference exists
with respect to the potential to formulate and implement life plans, or to take
part in social and political life. No household imposing systematic and avoid-
able restrictions on the development of normatively significant capabilities
on one category of members, while freeing other members from comparable
restrictions, canbe said to adequately institutionalise theprinciple that all indi-
viduals are equally worthy of concern and respect. The traditional patriarchal
family structure must therefore be rejected. Liberal egalitarians must be fem-
inists.

A state of affairs where all adult members contribute a roughly equal share
of care labour and other domestic tasks can be taken as the default baseline of
a normatively legitimate household. An arrangement in which one (or more)
members contributes a disproportionate share of necessary domestic labour
for a period of timemight still be considered fair, but only if certain conditions
were fulfilled, including:

1. Egalitarian socialisation processes and ample opportunities outside the
household make the choice to take on a disproportionate share of neces-
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sary domestic labour free in a substantive sense, rather than amere adapt-
ation of preferences to external circumstances.3

2. Social arrangements (training programmes, university grants, flextime,
and so on) are in place to ease the transition to labour outside the house-
hold when those who have previously chosen to contribute a dispropor-
tionate share of domestic labour no longer wish to do so.

3. Measures are also in place to protect persons primarily engaged in domes-
tic labour from economic dependence on other members of the house-
hold, and thereby from the vulnerability to abuses of power correlated
with economic dependence.4

4. The total amount of labour is distributed roughly equally across adult
members of households, avoiding the ‘double shift’ that so many women
have performed.

This sketch of the sort of household that would best further autonomous
agency and human flourishing has been all too brief. But if we consider the
household in abstraction from other features of the social world (as we must
at this point in the presentation), the views of liberal egalitarian feminists and
thoseof feminists buildingonMarx’s legacydonot essentially diverge, as far as I
can tell. This book is devoted to theMarxian challenge to liberal egalitarianism,
and that challenge lies elsewhere. And so our main attention must be directed
elsewhere, despite the abiding importance of households in normative social
theory.

3 One sign that this is the casemight be the absenceof a systematic gender pattern in the choice
of this option.

4 Okin suggests that if one partner stays at home performing unpaid domestic labour while
the other is employed outside the household for a wage, the economic insecurity and vulner-
ability of the former could be avoided by having an equal share of the wage automatically
deposited in the bank account of each partner. This controversial proposal could also be
justified on the grounds that the domestic labour performed by one partner is a necessary
condition for the employer being able to employ the other partner full-time. (In a loose –
but nonetheless real – sense, then, the person engaged in domestic labour also works for the
employer). Pension sharing can be justified along the same lines. Less controversial sugges-
tions include providing extended parental leave for all adult members of households with
young children, as well as affordable high quality childcare. See Okin 1989, Chapters 7–8.
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Market Production and Distribution

Most of the ways in which the production and distribution of goods and ser-
vices have been organised in human history are deeply problematic from the
standpoint of liberal egalitarianism. Early arrangements based on kinship rela-
tionships were relatively egalitarian.5 But they did not allow much scope for
individuals to live lives of their own choosing; few social roles were available,
and most of them were narrowly fixed from birth. Later emphatically non-
egalitarian social frameworks arose in which slaves, serfs, bonded labourers,
or independent peasants augmented the wealth of their supposedly ‘natural’
superiors. These arrangements clearly transgressed the principle that all per-
sons should be equally respected as ends in themselves. It should be no less
obvious that a command economy of top-down central planning by unac-
countable bureaucratic elites cannot be defended from a left liberal standpoint
either. If individuals’ occupations, the regions where they are allowed to live
and work, the goods and services they consume, and so on, are determined
by bureaucratic decree, we can hardly say that individuals and groups have an
equal freedom to select their ownends, or to decide for themselveswhich paths
they will take in pursuit of those ends. Liberal egalitarianism is a critical social
theory when applied to tribal societies, slave societies, tribute extracting soci-
eties, feudal aristocracies, or systems of bureaucratic domination, just as it is
when applied to patriarchal gender relations within households.

Of course in other respects liberal egalitarianism is an affirmative social
theory, as shown by the defence of democratic and egalitarian household
relations.We can now add a strong (if strongly qualified) normative defence of
markets as a way of organising production and distribution. Two key elements
of this defence are taken over from the classical liberal legacy of John Locke
and Adam Smith.6

First,markets are affirmed to produce anddistribute goods and serviceswith
a high degree of efficiency.7 Market prices provide effective signals communic-

5 Flannery and Marcus 2012.
6 In the United States todaymany of themost vociferous defenders of Locke or Smith consider

themselves ‘conservatives’ and profess distain for ‘liberals’. As long as it is kept in mind that
this inverts traditional use of the terms it should be possible to refer to theorists like Locke
and Smith as ‘classical liberals’ without confusion.

7 Taken literally, of course, talk of what ‘markets’ do or don’t do is crass reification. Only
agents act, and markets are not agents. ‘They’ cannot do anything, let alone do it ‘efficiently’.
Nonetheless, I shall use this verbiage as shorthand when referring to recurrent patterns
tending to arise from the activities of social agents engaged in market activities.
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ating to producers the sorts of goods and services for which there is demand,
and the relative strength of that demand vis-à-vis alternative goods and ser-
vices. Producers who respond to these price signals effectively tend to survive
and grow; those who do not, don’t. The result is a tendency for allocative effi-
ciency in the use of productive resources in the given period.Market prices also
provide producers with feedback regarding how the technologies and forms
of social organisation they employ compare to those of other producers. This
fosters dynamic efficiency over time, with market competition providing a spur
for both process innovation (producing products in new and better ways) and
product innovation (addressing wants and needs in new and better ways). The
net result is a general tendency for goods and services effectively addressing
human wants and needs to be produced and distributed as efficiently as feas-
ible in the given historical context.

It is important to stress that ‘efficiency’ is not merely a technical category.
The successful pursuit of (reasonable) ends is an essential component of hu-
man flourishing, and individuals and groups require goods and services to
pursue their ends successfully. If a particular social order is characterised by the
efficient production and distribution of goods and services, that is normatively
significant. A social order with this special property provides its members with
essential material preconditions for their well-being.

Nonetheless, the question of efficiency ultimately remains a secondarymat-
ter in the liberal egalitarian framework. The more important argument for the
normative attractiveness of market societies appeals to their institutionalisa-
tion of freedom.8 Freedom of occupation is one obvious illustration. No one
affirming the normative importance of being able to live the sort of life we have
most reason to value could deny the importance of being able to choose our
own occupation. The former would be close to meaningless without the lat-
ter. For most people in most of human history this profound form of freedom
was either ruled out completely or extremely limited in scope. In contrast, it is
incorporated within modern market societies in principle.

The freedom to select for ourselves the goods and services that bestmeet our
wants and needs is no less valuable. Carrying out life plans generally requires
the use of particular goods and services. Consumers’ freedom to purchase the
goods and services they believe will best contribute to the attainment of their
ends is an essential component of living lives of their own choosing. When
consumption is determined by rigid customs, the personal whims of supposed
superiors, or bureaucratically imposed dictates, the ability to live those sorts of

8 See Sen 2009, Chapter 11.
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lives is restricted in comparison to a social world where room for the exercise
of this form of autonomous agency is provided by consumer markets.

If the liberal egalitarian account ended here it would not significantly
diverge from libertarianism, whose defenders also view the efficiency and free-
domof modernmarket societies as a significant normative advance over earlier
ways of organising production and distribution. But the account does not end
here. Left liberals also insist that there are systematic tendencies in market
societies that, left unchecked, would drastically limit the very efficiency and
freedom that provide the basis for their normative legitimacy. For reasons that
will become clear later, I shall consider these tendencies in four groups.9

1. The tendencies of the pricemechanism to foster efficiency and freedom exist
alongside tendencies for it to undercut efficiency and freedom. First of all, lib-
eral egalitarian theorists believe that there is ample theoretical and empirical
evidence that monopolies necessarily tend to arise in market societies. When
theydo, theyhave thepower to distort the pricemechanism, underminingmar-
ket efficiency. Also, consumer sovereignty would mean little if producers held
unchecked monopoly power over consumers.

Market failures can reduce efficiency even in reasonably competitive mar-
kets. Market competition undoubtedly provides a powerful incentive for pro-
ducers to minimise their internal costs, since this may allow them to lower
prices and thereby expand market demand while simultaneously increasing
their returns. The external costs of production and distribution, that is, costs
imposed on ‘third parties’ who do not participate in the transactions between
producers and consumers, are another matter. Suppose the production of a
commodity involves the emission of pollutants imposing harms on persons liv-
ing ‘downstream’ fromaproducing facility.Themarket price of that commodity
will reflect the producers’ costs of production and, of course, the cost con-
sumers are willing to pay to acquire it. Market competition provides producers
with an incentive to minimise their production costs, and consumers with an
incentive to purchase products from low cost producers. But market competi-
tiondoesnot provide either partywith an incentive tominimise environmental
costs that can be externalised to others. Markets even provide a strong disin-
centive to address ‘negative externalities’ whenever measures to alleviate these
harms impose additional internal costs on a producer that its competitors do

9 I shall consider a number of the following claims in greater detail in later chapters. Interested
readers are urged to consult Davidson 2002 and Varoufakis et al. 2011 where problematic
tendencies of markets are discussed at great length from a left liberal perspective.
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not face. It follows that markets systematically tend to overproduce goods and
services involving negative externalities, relative to the amount that would fur-
ther human flourishing most efficiently if all costs were taken into account.

The systematic tendency to underproduce goods and services involving sig-
nificant positive externalities (benefits to third parties) is no less strong inmar-
ket societies. Basic research and long-term research and development provide
paradigmatic examples. These forms of r&d are necessary if society at large
is to benefit from a stream of product and process innovations. But those
privately investing in basic research or long-term r&d projects are not likely to
appropriate significant benefits themselves. Research pushing the scientific-
technological envelope necessarily tends to be risky in a scientific-technical
sense; conjectures made at the frontier have a good chance of being proven
mistaken. This research is generally quite risky in a financial sense as well,
requiring expensive equipment and laboratories. Even if the projects are suc-
cessful in scientific-technical terms, there are no guarantees that commercial-
isable innovations will ever result. And if commercialisable innovations are
eventually made, the positive ‘spill-over effects’ from the inevitable dispersal
of the underlying scientific-technological knowledge means that many of the
eventual benefits of the initial investment will be appropriated by others. Ori-
ginal investors may not even still be around. From the standpoint of individual
investors, then, it is not rational to risk a vast amount of their own funds on
risky r&d projects that may not ever lead to commercialisable results, and
may primarily benefit others if they do. The aggregate result of individually
rational investor decisions, however, is socially irrational: a systematic tend-
ency to underinvest in basic research and long-term research and development
despite their immense social benefits. Generalising from this case we can con-
clude that market societies systematically tend to underproduce goods and
services involving significant positive externalities, relative to the amount that
would further human flourishingmost efficiently if all benefits were taken into
account.10

2. Left liberal theorists also accept that there is a systematic tendency for ser-
ious recessions and depressions to occur in market societies. While theoret-
ical explanations for economic downswings remain controversial, it cannot
be denied that they have occurred with disturbing regularity in the history
of modern market societies. Nor can it be denied that the regularity of these

10 A systematic tendency for markets to underproduce public goods follows from this con-
sideration.
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occurrences drastically weakens the force of any normative appeal to market
‘efficiency’. In recessions and depressions, human wants and needs go unmet
on a vast scale while human and non-human productive resources remain
unused on a vast scale. The claim that market societies necessarily tend to fur-
ther human flourishing to the greatest feasible extent could hardly soundmore
hollow in these circumstances.

Liberal egalitarian concerns regarding efficiency go deeper still. As Keynes
argued, there are no guarantees that even in the absence of a serious recession
or depression labour markets will necessarily tend to clear, let alone do so at
a normatively acceptable wage rate. The high levels of involuntary unemploy-
ment so often found in ‘normal’ conditions also undermine the efficiency of
market societies in the normatively relevant sense of the term.

The tendency for market societies to generate economic downswings and
involuntary unemployment undercuts the classical liberal defence of market
societies based on the institutionalisation of freedomaswell. Freedomof occu-
pation means little if jobs are not widely available. And if economic down-
swings and involuntary unemployment leave significant numbers of people
with an inadequate level of disposable income, the formal freedom granted to
consumers in market societies remainsmerely formal.

3. Liberal egalitarians detect in market societies a strong tendency for levels
of income inequality and severe poverty to exceed what is compatible with
the liberal egalitarian principles of fair access to resources, adequate develop-
ment of essential capacities, fair equality of opportunity, and the fair worth
of basic liberties. Those with higher levels of income and wealth have a far
better chance of living the sorts of lives they choose than others have. Unlike
more traditional liberals, freedom from the interference of others is not the
only form of freedom that matters to liberal egalitarians. The freedom to do
the things one has good reason to value matters as well; the moral equality
principle implies that all individuals must enjoy the robust substantive free-
dom denied those whose lives are spent in seriously disadvantaged condi-
tions.

A second, closely related problem is that autonomous agency is not only
threatened by force or fraud, as libertarians hold. Suppose the only realistic
prospect for those desperately requiring food, shelter, clothing, medical care,
and so on, to obtain these goods is through negotiated agreements with those
in secure and ample possession of monetary resources. The difference in bar-
gaining power between the two groups would be extreme. There is surely some
point past which asymmetry in bargaining power is inconsistent with the prin-
ciple of equal moral concern, some point past which the less advantaged are
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in effect forced to accept agreements that unfairly allow the more advantaged
to appropriate an unfair share of the benefits of the agreements.11 There are
no dominant tendencies in market societies that can be relied on to prevent
asymmetries of bargaining power exceeding this point from arising.

4. A final issue of great normative importance regards the inherent tendency in
market societies – their ‘default setting’, so to speak – for severe inequalities in
wealth to be reproduced and exacerbated over time.12 The more this tendency
operates unchecked, the less plausible it is to speak of the members of a
community standing as equals in social and political life. Over the course of
generations, the wealthy will tend to become in effect an independent caste,
whose concentrated economic and political power make talk of equality of
opportunity empty verbiage. Even if the more advantaged would not always
get their way on every political issue, or even every significant political issue,
they would still necessarily tend to have a disproportionate influence on the
political process, making proclamations of the fair value of political liberties to
all empty rhetoric as well.

Many other potential shortcomings in market societies from a normative
point of view could be mentioned.13 But enough has been said to justify the
following conclusions. The liberal egalitarian assessment of market societies
is complex. Market societies can in principle further much of what matters
in human life (provision of resources, development of capacities, autonomy,
human flourishing) to a greater degree than any other economic order in
world history.14 But market societies also have inherent and strong tenden-
cies to undermine efficiency, to generate extensive involuntary unemployment
in ‘normal’ circumstances as well as in extended economic downturns, to
engender levels of severe inequality and poverty undermining fair equality of

11 As Kymlicka says, ‘justice as threat advantage’ is not a theory of justice as much as an
alternative to all theories of justice (Kymlicka 2002, pp. 135–6). Brian Barry argues this
point forcefully in Barry 1989.

12 As the saying goes, ‘it takes money tomakemoney’. The truth of the cliché is documented
in depressing detail in Piketty 2014, Chapters 10–12.

13 Consumers could be easily manipulated, for example, when relevant information about
goods or services is not disclosed, and there are no systematic tendencies in markets
ensuring full disclosure. Many other examples of informational asymmetries in markets
could be considered here as well. The ‘short-termism’ that tends to afflict market societies
could also be considered as a distinct shortcoming.However, itmight be better to consider
it as a dimension of all of them.

14 This point is argued strongly in Cudd’s contributions to Cudd and Holmstrom 2011.
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opportunity and economic justice, and to eventually generate a de facto caste
system fundamentally at odds with the principle that all individuals are of
equal moral concern.

From the perspective of the present work, the heart of the liberal egalitarian
position lies in the belief that the tension between these divergent dimensions
of market societies can be overcome.Market societies include tendencies that,
if unchecked, undermine their claim to normative justification. These tenden-
cies are real possibilities. But there is no necessity that these possibilities are
actualised. Tendencies need not operate unchecked; they can be modified, or
put out of play completely. If markets were embedded within a larger institu-
tional framework capable of correcting the problematic tendencies, they could
function in a normatively acceptable manner. That, at least, is the core thesis
of liberal egalitarianism.

The State

The classical liberal defence of the state appeals to the need to escape the
horrific ‘state of war’ taken to emerge inevitably when individuals do not enjoy
secure rights, including the right to private property. Hobbes, for example,
argued that rational individuals must agree to a ‘social contract’ affirming the
legitimacy of a government with extensive and unchecked coercive powers if
the ‘war of all against all’ is to be avoided and the rule of law established.

Locke quickly amended Hobbes by insisting that the political regime must
itself operate in a normatively acceptable fashion. The liberal principle that
individuals are basic units of moral concern rules out giving the state a higher-
order normative status trumping all claims of its individual citizens.15 Its legit-
imation primarily rests on its fostering the autonomy, well-being, and other
matters of normative significance, of its citizens. Constitutional guarantees
of equal civil and political rights (freedom of speech, freedom of association,
and the other basic liberties listed under Rawls’s first principle of justice) are

15 ‘Nationalism’ and ‘patriotism’ are important values in the liberal egalitarian framework
insofar as the flourishing of individuals is furthered through membership in a political
community. Individuals may regularly be asked to sacrifice non-fundamental interests
for the sake of the political community. In situations of extreme emergency they may
even legitimately be called upon to sacrifice fundamental interests. Nonetheless, liberal
egalitarianism rejects any reification of the state as a higher-order good in itself. See
Nussbaum and Cohen 2002.
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required to give substance to the freedom of individuals to determine and
attempt to carry out their own (reasonable) life plans, and to ensure that state
officials will not interfere in this process in normatively unacceptable ways.
There is also a general consensus among them that a separation of powers
is necessary for the state to operate in a normatively acceptable manner over
time, with each part of the state apparatus providing effective oversight over
the others.16

A different sort of argument for the normative legitimacy of states stems
from the need of even well-intentioned agents for assurances that others will
bear their fair share of the costs of providing public goods (like peace) and
avoiding public bads (like the war of all against all) before they will do so. A
state with the coercive power to collect taxes is an effectivemeans of providing
such assurances.

Justifications of the state appealing to the need to maintain the rule of
law and overcome the assurance problem are part of the general liberal her-
itage. A third justification of the state rests on considerations more specific
to liberal egalitarianism. Neither constitutional guarantees of equal civil and
political rights, nor assurances that the state will collect sufficient revenues
to provide public goods and avoid public bads, is sufficient to guarantee that
transactions in the market are acceptable from the standpoint of the moral
equality principle. Aswehave seen,market societies have an intrinsic tendency
to generate normatively unacceptable states of affairs, including: 1) misalloca-
tions due to monopoly (and oligopoly) power and externalities;17 2) economic
downturns and involuntary unemployment; 3) severe inequality and poverty;
and 4) intergenerational transmissions of wealth that over time lead to quasi-
caste distinctions. Unlike more traditional forms of liberals that favour a much
shorter list of legitimate state objectives, the specifically left liberalismemphas-
ises the state’s essential responsibility to keep these tendencies in check. With
theproper backgroundconditions of market activity inplace, thepositive tend-
encies of market societies with respect to freedom and efficiency can then
operate with full force.

In ATheory of Justice Rawls discusses four branches of government required
for a just institutional order.18 The striking brevity of Rawls’s account by no
means reflects the absolutely crucial importance of the topic in normative

16 A good account of the reasoning behind this consensus is found in Pettit 2012, Chapter 3.
17 The effects of a few giant firms engaged in formal or informal collaboration can approx-

imate those of a monopoly firm.
18 The grouping of the pernicious tendencies discussed in the previous section was made

with these four branches in mind (see Rawls 1971, pp. 274–80).
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social theory. The liberal egalitarian normative defence of market societies
rests to a significant degree on whether branches of government of the sort
described by Rawls are capable of fulfilling the tasks assigned to them.

1. Rawls assigns an allocation branch of government the task of preventing
excessive concentrations of market power whenever feasible, and effectively
regulating such powerwhen it cannot be avoided. Anti-trust legislation and the
suitable regulation of unavoidable ‘natural’ monopolies can, Rawls supposes,
limit the restrictions on substantive freedom that uncheckedmonopoly (or oli-
gopoly) power tends to impose, and overcome the distortions caused bymono-
poly (and oligopoly) prices. This branch must also correct serious instances
of market failure due to externalities. Economic activities imposing significant
negative externalities must be discouraged through, for example, higher taxes
on the activities in question. Activities generating significant positive extern-
alities are to be encouraged by various forms of direct and indirect subsidies,
and by the direct provision of public goods.

2. Contemporary left liberals follow Keynes in holding that market economies
left to themselves do not automatically provide full employment even in ‘nor-
mal’ circumstances.19 Matters are even worse during the extended periods of
economic stagnation or decline that have afflicted market societies regularly.
Those suffering from extended unemployment may still possess formal liberty
rights and formal equality of opportunity. But formal freedom of occupation is
of little worth when there are few available jobs, and formal equality of oppor-
tunities hardly ensures that everyone is able to stand as an equal in social and
political life in economic downswings. Rawls concludes that a society based
on the principle that all individuals are equally worthy of concern and respect
requires a stabilisation branch of government charged with the task of over-
coming involuntary unemployment in ‘normal’ circumstances, and to check
market tendencies to instability, making use of fiscal and monetary policies to
avoid extended recessions and depressionswhenever possible and tominimise
their severity and duration when they do occur.

The scope of the stabilisation branch extends to effective governmental
supervision of the financial sector, since it will be a major source of economic

19 It should be noted that ‘full employment’ in the sense relevant to liberal egalitarian
theorists is not approached when a society removes a large percentage of its working age
population from the labour market through imprisonment, through vast numbers being
too discouraged by poor employment prospects to continue looking, or through another
large percentage forced into poorly paid part-time and temporary employment.
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instability if left inadequately supervised. Rawls likely had Keynes’s account of
the financial sector in mind here.20 For Keynes, rentiers receive returns from
loans to industrial and commercial capitals as compensation for relinquishing
amore reliable store of value (money) for a less reliable one (firms’ securities).21
In the absence of the proper regulation, rentiers may discourage firms from
making the investments required to bring about andmaintain full employment
by demanding high interest payments.

Affordable credit becomes even scarcer in the periods of financial crises that
tend to occur regularly in the absence of effective regulation. Keynes traces
the roots of this tendency to the radical uncertainty of the future. In gener-
alised commodity production no one can know which sectors of industrial or
commercial capital will survive in the medium- to long-term, let alone which
particular units of capital will flourish. No one can even know the objective
probabilities of such future events. This strong competition implies that the
prospects of investmentsmade in industrial and commercial sectors are uncer-
tain. Neither individual units of capital nor entire sectors have any guarantee
of receiving any returns whatsoever in the future, let alone average or super-
ior rates of return. It follows that the prices of the financial assets associated
with them simply cannot be determined by the known objective probabilities
of their future value. There is, Keynes rightly insisted, an ineluctable subject-
ive element in the formation of their prices; present prices of financial assets
represent the aggregate of subjective estimations of their likely future value by
investors. More precisely, present prices represent an aggregate of investors’
subjective estimations of how other investors in the aggregate are likely to
estimate their likely future value.

Subjective estimations can be optimistic or pessimistic. If optimistic projec-
tions are widely shared, initial increases in prices will attract further demand
for the assets in question, which in itself causes a further rise in their price.
Owners of the assets can then use their increased (paper) wealth as collat-
eral for loans, use the loans to increase demand for the financial assets, and
thereby lift their prices once again. Investors now have yet more collateral for
yetmore loans, enabling another roundof increaseddemandandhigher prices.
If this process occurs on a sufficiently wide scale, a self-sustaining speculative
bubble erupts.22When a critical mass of creditors fear that it will burst (as they
invariably will at some point), creditors will begin to refuse to issue new loans

20 Excellent surveys of Keynes’s views are found in Davidson 2002 and 2009.
21 In this context the dividends received from investing in equities can be seen as a sort of

interest payment.
22 Keynes 1973, Chapter 12.
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or roll over old ones, demanding immediate repayment of previous loans as
they come due. The bubble will then burst. Many borrowers possessing finan-
cial capital assets are now forced to sell them in order to remain liquid, causing
the value of those assets to decline evenmore rapidly. Unable to obtain needed
financing,many otherwise viable non-financial firms gobankrupt,while others
drastically lower their rate of investment. A self-reinforcing spiral of economic
decline with ever-higher rates of unemployment will result unless the govern-
ment provides the liquidity financial sector is no longer able to provide the
economy. Rawls’s call for a stabilisation branch of government to avoid norm-
atively unacceptable results is based on Keynesian considerations of this sort.

3. Past a certain point the systematic tendency of market societies to produce
severe inequality of income and poverty undermines the ability of the least
advantaged members of society to meet basic needs and develop essential
capacities. It also rules out fair equality of opportunity, equality of liberty rights,
and the fair value of political liberties to all. These outcomes arenot compatible
with the moral equality principle. Rawls accordingly calls for a transfer branch
to address the problems of poverty and severe inequality though through some
combination of direct income transfers and government support for health
care, housing, nutrition programmes, education, and so on.

4. Finally, wealth inequalities across generations pose an even more serious
normative issue than income inequality in a given period. Over time the inter-
generational transmission of wealth tends to lead to the emergence of what
is in effect an elite caste, capable of reproducing its many privileges across
generations. To counter this tendency, Rawls proposes a distribution branch
with the charge of preventing the formation of a separate and relatively closed
caste of privilege through progressive inheritance taxes and related measures.

As this discussion has shown, liberal egalitarian political philosophy cannot
be limited to the articulation and defence of abstract normative principles
and a meta-level of reflection on competing methodological frameworks. It
is not surrounded by thick walls barricading it against incursions from other
disciplines.23 The liberal egalitarian project includes a substantive normative
evaluation of ‘basic structures’, in Rawls’s sense of the term, and therefore
must include an account of the systematic tendencies of market economies,

23 Readers should keep this point in mind when reading the extended discussion of Marx’s
critique of political economy to follow in Chapters 4 and 5. The issues raised there are not
extraneous to liberal egalitarian philosophy.
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a normative diagnosis of those tendencies, and an account of how states (and
other political agencies) have the capacity to put pernicious tendencies out
of play.24 Rawls may devote only a handful of pages in A Theory of Justice to
discussing the branches of government. But from the standpoint of the present
study these few pages go to the very heart of the liberal egalitarian position.

It is noteworthy that liberal egalitarian philosophers have refused to fol-
low the path taken by so many economists and political scientists in recent
decades. They have not jumped on the neoliberal bandwagon of market tri-
umphalism. Rawls’s proposed branches of government are based on broadly
Keynesian views regarding the limitations of markets and the need for the state
to modify their operation. Subsequent liberal egalitarian authors have accep-
ted this perspective as well. There is in fact less disagreement among liberal
egalitarians regarding these basic claims of political economy than there is on
many othermatters (as the ongoing disputes among resourcists, capability the-
orists, and perfectionists attest). All liberal egalitarians agree that unregulated
markets do not automatically tend to function in a manner consistent with
principles of justice. All agree that market societies necessarily tend instead to
generate extreme substantive inequalities of liberties, opportunities, the distri-
bution of income and wealth, and the social bases of self-respect. On the other
hand, all liberal egalitarian theorists also agree that market societies tend to
foster freedom and human flourishing in important respects.

The great challenge here from a normative point of view is to restrain the
negative tendencies of market societies and unleash the positive ones. There is
a consensus among the vast majority of left liberal theorists that this challenge
can in principle be met satisfactorily within a suitably regulated capitalist
market society. For the purposes of the present study prior to Chapter 10 the
following statement can be taken as the ‘core thesis’ of liberal egalitarianism:

A capitalist market society is compatible with the institutionalisation of
equal care and concern for all persons as ends in themselves so long as the
systematic tendencies of markets to generate results incompatible with that
principle are put out of play by effective political regulation.25

24 Neither Rawls nor any other left liberal theorist is committed to the strong claim that
all normatively significant problems within contemporary national economies can be
adequately addressed within these branches. As note 13 suggested, other pernicious tend-
encies in market societies may be discerned besides those Rawls had in mind in ATheory
of Justice. Liberal egalitarians, however, are committed to the thesis that these tendencies
can in principle be put out of play in an analogous fashion.

25 As noted in the Preface, I shall discuss in Chapter 10 two versions of liberal egalitarian-
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As this thesis suggests, in the left liberal framework the state has a central
role in establishing and maintaining the proper background conditions for
social life. But ‘effective political regulation’ involves more than just the state
in this framework. Two other elements must be considered. Before doing so,
however, a brief digression on the question of the ‘neutrality’ of the state is in
order, since it will introduce central themes of the present work.

The debate regarding the neutrality of the state with respect to concep-
tions of the good is often posed in terms of the relative priority of the ‘right’ or
the ‘good’. Positions awarding priority to the latter come in a variety of forms.
Advocates of a ‘confessional state’ (a Christian state, a Jewish state, an Islamic

ism that reject this strong core thesis and replace it with a modified, much more modest,
defense of capitalist market societies. As we shall see in Chapter 11, the most radical
variant of liberal egalitarianism defends ‘property-owning democracy’, a market society
without a capitalist class possessing concentrated economic power (or at least nothing
like the concentrated economic power it has today). Prior to Chapter 10 I shall be using the
term ‘liberal egalitarianism’ with the strong version in mind. It would have been possible
to continually add adjectives (‘strong’, ‘pure’, ‘standard’) to ‘liberal egalitarianism’ before
Chapter 10. But this would have become tiresome; readers are asked to take the quali-
fication as given in the meantime. The decision to use the term without qualification in
the early chapters can also be justified by recalling that the vast majority of liberal egal-
itarian theorists either explicitly affirm a suitably regulated form of capitalism (Murphy
and Nagel 2004, Nussbaum 1990, and Von Platz and Tomasi 2015 provide exemplary illus-
trations in philosophy; Stiglitz 2002 and 2012, Stiglitz and Greenwald 2014, and Davidson
2009 are representative instances in economics), or else clearly take such an affirmation
for granted. The paradigmatic text of contemporary liberal egalitarianism is undoubtedly
Rawls’s A Theory of Justice. It is therefore a bit awkward to note that Rawls apparently
distanced himself in later writings from this supposed ‘core thesis’, defending ‘property-
owning democracies’ over against capitalist market societies (Rawls 2001, pp. 135–40; see
Schweickart 1978, 2014; O’Neill andWilliamson 2014; Malleson 2014). The fact of the mat-
ter, however, is that Rawls was all but universally read for decades after the publication of
A Theory of Justice as a defender of a welfare state capitalism building on the progressive
reforms of the NewDeal and Great Society and extending them beyondwhat even Scand-
inavian societies have attained. While Rawls devoted great energy to replying to what he
considered misreadings of his position asserted by libertarian, utilitarian, feminist, com-
munitarian, and fellow liberal egalitarian critics, I know of no publication in the thirty
years between ATheory of Justice and Justice As Fairness: ARestatement, where he attemp-
ted to correct the all but universal (mis)reading of his position as a defence of a regulated
form of capitalism.Whatever his intentionsmight have been, the fact is that Rawls’s argu-
ments could be used to defend the ‘core thesis’ defined in the main text, and were in fact
used towards that end for many years. (See, for example, Krugman 2011). I shall therefore
refer to them in that context here, prior to considering in the final chapter the position
Rawls later articulated.
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state) wish to further the conception of the good articulated by beliefs associ-
ated with a particular religion on the level of society as a whole. For them, any
rights conferred on individuals must contribute to, or at the least be compat-
ible with, this general purpose. Communitarians affirm the priority of the good
over the right of individuals to pursue their merely private ends by appealing
to the fact that individuals only become the individuals they are as a result of
being socialisedwithin the values and traditions of their community. This, they
assert, gives the community metaphysical priority over its individual mem-
bers.26 The community would soon dissolve without the continual renewal of
the shared substantive (‘thick’) conception of the good found in its traditions
and culture. And so for communitarians the flourishing of both individuals
and the communities to which they belong requires that this conception of
the good be vigorously furthered on the level of the society as a whole. Util-
itarianism also grants priority to ‘the good’, understood in the quite different
fashion of the greatest feasible aggregate (or average) level of happiness in the
society as a whole. Utilitarians insist that state policies must grant priority to
furthering that notion of the good.

From the liberal egalitarian standpoint none of these views is acceptable. In
all modern societies, at least, there are and will no doubt continue to be a plur-
ality of different conceptions of the good.27 In the confessional or communit-
arian state the adherents of one particular conception of the good are able to
use the coercive powers of the state to systematically privilege the interests
of its adherents over the interests of other members of the society – includ-
ing those who accept the dominant religion or culture, but interpret its core
message differently from those controlling the state. Those who have an alien
conception of the good imposed on them by the coercive powers of the state
are clearly not being treated as equally worthy of concern and respect. Analog-
ously, themethodological framework of utilitarianism in principle allows some
persons’ fundamental interests to be sacrificedwhenever thiswould further the
aggregate (or average) good in the society as a whole. This is in obvious tension
with Nussbaum’s affirmation that ‘policies should not treat people as agents or
supporters of other people, whose mission in the world is to execute someone
else’s plan of life’.28

26 From the communitarian standpoint of Michael Sandel, all variants of liberalism rest on
a false metaphysics of the person. Liberals treat persons as empty selves, supposedly free
to choose or not choose whatever ends and values they wish. We are not beings of that
sort (Sandel 1982).

27 Rawls refers simply to ‘the fact of reasonable pluralism’ (Rawls 1993, p. 57. See also 1999b).
28 Nussbaum 2001, p. 58.
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The conclusion appears to follow that liberal egalitariansmust grant priority
to the right of persons to live lives of their own choosing, based on their own
conception of the good. From this standpoint the only good that can properly
be affirmed on the level of society as a whole is the content of a ‘thin’ theory
of the good, limited to the means generally useful in the pursuit of different
particular conceptions of the good.29 A normatively acceptable state must
therefore be neutral regarding the competing ‘thick’ conceptions of the good.
No one substantive conception of the good can hold on the level of society
as a whole, given the right of individuals to pursue their own (reasonable) life
plans. In this sense ‘the right’ has priority over ‘the good’, as Rawls proclaims in
ATheory of Justice.30

A rather obvious complication arises from the fact that ‘neutrality’ on the
level of the state implies a commitment to the principle of toleration, and
‘toleration’ is not itself a neutral principle. Any commitment to it will be based
on a substantive claim that a tolerant society is a good society, and as such
an end in itself. Rawls attempts to finesse this point by saying that toleration
can be justified from the standpoint of numerous particular conceptions of
the good, and not just the traditional liberal justification based on the right
of individuals to live autonomous lives. There is a Christian argument for
toleration, an Islamic argument, a Buddhist argument, a Jewish argument, and
so on. If the affirmation of the principle of toleration by the state need not
rest on a commitment to one or another particular conception of the good, but
is instead the expression of an ‘overlapping political consensus’ shared by a
variety of particular conceptions of the good, then it is ‘neutral’ in the relevant
sense, according to Rawls. At the end of the day, however, the coercive powers
of the state are still being used to institutionalise one conception of the good
society (the tolerant society) and rule out alternatives (all formsof non-tolerant
societies).

Capability theorists (Nussbaum, Sen) and perfectionists (Arneson, Raz) are
as wary of utilitarianism as Rawls. No less than other liberal egalitarians, they
worry that communitarianism is too accommodating to communities that
seriously discriminate against certain categories of individual members, or

29 From this standpoint the debate between Rawls and Nozick ultimately concerns what
counts as the normatively required ‘generalmeans’ for pursuing life plans. For libertarians
like Nozick, only the ‘rule of law’, established by a ‘minimal state’ restricted to protecting
its citizens from force and fraud, is required. For Rawls, in contrast, the basic structure of
society must ensure that all citizens have appropriate access to the entire set of ‘primary
social goods’.

30 Rawls 1971, pp. 446–52.
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threaten significant harm against those who choose to leave.31 Nonetheless,
they donot refrain fromaffirming a conception of the goodholding on the level
of society as a whole, defined in terms of the equal and full development of
the essential human capacities enabling human flourishing. As has been noted
previously, the distinction between living the lives we choose, and living the
lives we have most reason to choose, is crucially important. Well-being is not
a matter of satisfying uninformed preferences, or those adapted to oppressive
practices. It is a matter of responding to the relevant reasons for selecting a
course of life in appropriateways.Whenwedo thiswearemaking a claimabout
what is objectively good, however implicit and fallible that claimmight be. Talk
of ‘neutrality’ with respect to different conceptions of the good is out of place
here. We want to get things right.

Rawls would never say that pursuing conceptions of the good based on
uninformed preferences, or preferences that have adapted to oppressive cir-
cumstances, is ‘getting things right’.32 Rawls’s normative theory of institutions
aims at a social world of informed preferences and normatively acceptable
circumstances. There is, in other words, a dynamic towards perfectionism in
Rawls’s position, explicitly affirmed at the conclusion of his later restatement
of ‘justice as fairness’.33 Approaching matters from the other side, Raz, a prom-
inent perfectionist, has rightly stressed that there is an ineradicable plurality of
incommensurable forms that a good life manifesting essential human capabil-
ities can take, and Raz, like Rawls, fully affirms the right of individuals to seek
to discover and pursue the particular forms of the good most suited to them.34

From this standpoint neither the slogan of the ‘priority of the right over
the good’ nor its inverse can be accepted literally. The right and the good are
covariant (‘equiprimordial’). The liberal egalitarian state is not neutral on the
question of the good life. But neither should it privilege one or another of the
incommensurable forms human flourishing can take.

31 A forceful expression of this worry is found in Barry 2002. Barry is especially concerned
with normative problems arising from communitarian elements in certain forms of ‘mul-
ticulturalism’ and identity politics that cannot be reconciled with the principle that indi-
viduals are ultimate units of moral concern.

32 Of course a pursuit of uninformed preferences can be normatively acceptable in a sec-
ondary sense if it is part of an extended (personal or social) learning process leading to
more informed desires. And adaptation to oppression may be a normatively acceptable
(if tragic) option for someone in inescapable unjust circumstances.

33 Rawls 2002, pp. 200–2.
34 Raz 1986, Chapters 14–15.
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Civil Society: The Public Sphere and Voluntary Associations

‘Democracy’ is no less ambiguous a term than ‘liberalism’ or ‘egalitarianism’.
For many theorists it simply refers to a voting mechanism for aggregating
individual preferences. For the theorists we are interested in here, however,
voting is only one moment in a much larger process. In a truly democratic
society,matters of significant public concern should be considered in extended
public discussions, including discussion of the issues that should count as
matters of public concern in the first place. A vote occurring after extensive
social discourse does not simply aggregate pre-given preferences about an
issue. Participants must be open to the possibility that their initial preferences
mayneed to bemodified to take into account the reasonable interests of others.
They must also remain open to the possibility that they have presupposed
an excessively narrow (or excessively broad) view on what should count as
a matter of public concern. These considerations relate to the fifth matter
of normative significance considered in the previous chapter, the ability to
defend claims about our shared social world to others, and to request from
others a defence of their claims. A public sphere must be created to provide
the space for these discussions to occur. Voting will then reveal the present
state of ongoing collective will-formation processes, that is, whether a general
consensus has been reached, or a compromise position has proven acceptable,
or a divergence of views persists, preventing a consensus or compromise on the
issue at the given point in time.

For liberal egalitarians a dynamic public sphere is an essential part of a
normatively acceptable institutional order, providing an important opportun-
ity for individuals to ‘stand as equals’ in their communities. It also helps ensure
that the government functions in a normatively acceptable manner, with
effective public oversight of state activities complementing constitutional
guarantees and institutional design.35

As already noted, constitutional guarantees of equal rights to freedom of
speech, freedom of association, and so on, are required to give substance to
the freedomof individuals todetermine and implement their own (reasonable)
life plans. These guarantees are no less required if all individuals are to have the
capacity to participate as equals in public discourse. Here too ‘equality’ must
be substantive rather than merely formal. The moral equality principle rules
out a (pseudo) public sphere dominated by the voices of a few. All members of

35 The complex relationship between democracy and justice is examined from various left
liberal perspectives in Dowding, Goodin and Pateman 2004.
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society must have a fair chance to propose issues for public consideration, sug-
gest specific institutional modifications and public policies, formulate objec-
tions to the proposals of others, form or join associations with others to further
their viewpoints on these matters, and so on. From the liberal egalitarian per-
spective the collective formation of political will must be a truly democratic
will-formation process to be normatively acceptable.

The centrality of the public sphere in a normatively acceptable institutional
framework has been a central theme of Jürgen Habermas’s writings for many
decades. To grasp its importance, Habermas thinks, we must consider the
autonomous sub-systems that both function independently from the social
lifeworld in complex modern societies and threaten the lifeworld in profound
ways.

Habermas plausibly assumes that the capacities and time constraints of
social agents would be utterly overwhelmed if every act of administrative
power co-coordinating the actions of many millions of people, and every act
contributing to the production and circulation of many millions (billions?) of
goods and services, were made a matter of negotiation in the lifeworld (‘com-
municative action’, in Habermas’s terminology).36 This explains why two sub-
systems of strategic action have broken off from the lifeworld in modern soci-
eties. One is devoted to political administration, with exercises of power (spe-
cifically, the power to define, enforce, and interpret law) operating as amedium
for coordinating social interactions. The other makes use of money as a means
of coordinating activities involved in the production and circulation of goods
and services. In Habermas’s view the pursuit of self-interest through strategic
actions in the state apparatus and the marketplace is an unavoidable feature
in complex modern societies, with administrative power and money, respect-
ively, coordinating behaviour in these sub-systems rather than communicative
action and practical discourse. However necessary this arrangement may be, it
imposes the great risk on the social lifeworld of being ‘colonised’ by these sub-
systems. This may take the form of a bureaucratisation of the lifeworld due to
excessive political administration. Or it can result from a marketisation of the
lifeworld, where aspects of social life that should be addressed by public dis-
course are instead resolved by market imperatives. Both types of colonisation
invariably conflictwith the liberal egalitarianproject of institutionalising equal
moral concern for all persons as ends in themselves.

36 In communicative actions, speaking subjects generally accept the claims made to each
other. When this acceptance breaks down, claims must be defended in a practical dis-
course if the broken off communication is to be restored. This may be a time-consuming
process.
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A normatively acceptable social order must protect the lifeworld from the
distortions of colonisation by the sub-systems. More specifically, laws are
required that balance the demands of social rationality (communicative action,
public discourse, democratic will-formation) and system rationality (efficient
administration and economic efficiency). Only processes of democratic will-
formation in the public sphere can generate a rational consensus (or rational
compromise) in support of such laws, and maintain effective oversight and
pressure on legislative and administrative bodies to ensure that this social con-
sensus (or compromise) is adequately reflected in legislation and administra-
tion. From this standpoint the basic liberties granted constitutional protection
by Rawls and other liberal egalitarians do not simply enable individuals to
live the sorts of lives they have reason to choose as individuals. They are also
required as background conditions necessary for a dynamic democratic public
sphere of engaged citizens to emerge and be renewed.37

The public sphere is only one part of ‘civil society’. Civil society also includes
voluntary associations bringing together people sharing particular interests –
restoring antique cars, competing in sports, expressing specific religiousbeliefs,
and so on – that do not directly have to do with matters of general concern to
the entire community. Participation in such associations plays an important
role in most conceptions of the good life. In the case of religious associations
in particular, for many they may even be the essential factor in individual
identity.38 Voluntary associations in civil society can also contribute to both
maintaining a diversity of voices in the public sphere and monitoring the
activities of state agencies. Any social order institutionalising equal moral
concern for individuals must accordingly include ample space for voluntary
associations that operate in a reasonable manner.39 The same constitutional

37 See Habermas 1985 and 1996. Habermas’s position here is explicitly (and enthusiastically)
endorsed by a leading ‘republican’ theorist in Pettit 2012, p. 253. The same position is
defended in Sandel 2013.

38 The reference to ‘voluntary associations’ does not imply that an explicit choice to join ever
bemade.Many persons, for example, are born into a religious faith they retain throughout
their entire lives, and never consider leaving their congregation as a real possibility they
might pursue. Nonetheless their continued membership can be said to be ‘voluntary’ in
the normatively relevant sense of the term if certain conditions aremet. The capability of
making an informed decisionmust be developed. Relevant informationmust be available
(regarding, for example, the views of other religious communities and non-believers, and
conflicts between prevailing scientific theories and literal readings of certain religious
texts). And the right to exit the association must be effectively established.

39 Here, as elsewhere, ‘reasonable’ means, roughly, ‘consistent with the moral equality prin-
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guarantees, government institutions, and public policies that protect a space
for public discourse regarding matters of public interest must also protect a
space for these voluntary associations.

The Regime of Global Governance

One of the most important debates in recent political philosophy has been
between theorists continuing to place the state at the centre of their reflec-
tions and cosmopolitan theorists, who argue that globalisation hasmade state-
centric views outmoded. Liberal egalitarians havemademajor contributions to
both viewpoints. Before introducing some issues in the dispute, however, it is
worth noting howmuch both sides hold in common.

Liberal egalitarians generally agree that market relations across borders in
principle provide opportunities for individuals to implement their life plans
more effectively than would be possible in a world without cross-border trans-
actions. There is also a general consensus that foreign trade and investment,
no less than transactions within borders, are prone to forms of market failure
undermining their normative attractiveness. All agree that effective political
regulation by a regime of global governance supplementing the governance
of states is required to correct such tendencies. Debates within liberal egal-
itarianism primarily regard the nature of our normative relationship to non-
nationals and the relative weight of states vis-à-vis a regime of global gov-
ernance.

For Rawls, the ‘basic structure’ of a society consists of the state, the national
economy, voluntary associations in civil society, and households. However
important international trade and treaties with other states may be, states
retain primary responsibility for correcting the shortcomings in national econ-

ciple, understood substantively, and notmerely formally’. Associations are not reasonable
when their members are required to raise children in amanner hampering their develop-
ment of essential human capacities, or when members who wish to leave are subject to
coercive threats. Associations attempting to eliminate other voices from the public sphere
are also acting unreasonably from a liberal egalitarian point of view, as are voluntary asso-
ciations that attempt to use the state apparatus to impose a particular conception of the
good on others. Constitutional guarantees of rights, and public policies to implement
those guarantees, are required to protect individuals, the public sphere, and the demo-
cratic nature of the state from unreasonable associations, no less than they are needed to
protect associations from illegitimate attempts by state officials or groups in civil society
to repress or manipulate them. See Barry 2002.
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omies, including shortcomings related to foreign trade and cross-border invest-
ment flows. In his view the most pressing injustices in the global economy
can be traced to shortcomings in local political communities. He holds, for
example, that the severe poverty in certain regions and global inequalities
are due in good measure to traditional cultural beliefs that hamper success in
the world market, oppressive cultural practices, poor public policies, and cor-
rupt political elites.40These problems can only be adequately addressedwithin
those polities themselves.

Towards the end of his life Rawls extended his theory of justice to interna-
tional relations by asking his readers to undertake two thought experiments.
They are first to imagine themselves as representatives of liberal regimes in an
‘original position’ charged with selecting principles to govern relations among
liberal societies without knowing the particular features of their own polities.
They are then asked to imagine that they are representatives of non-liberal but
‘well-ordered’ regimes, facing the same task while under an analogous veil of
ignorance.41 Rawls insists that the results of both thought experiments would
be identical: affirmation of a ‘law of peoples’ that includes the following prin-
ciples:

1. Peoples (as organised by their governments) are free and independent,
and their freedom and independence is to be respected by other peoples.

2. Peoples are equal and parties to their own agreements.
3. Peoples have the right of self-defence but no right to war.

40 ‘I believe that the causes of thewealthof apeople and the forms it takes lie in their political
culture and in the religious, philosophical, and moral traditions that support the basic
structure of their political and social institutions, as well as in the industriousness and
cooperative talents of its members, all supported by their political virtues’ (Rawls 1999a,
p. 108). ‘The great social evils in poorer societies are likely to be oppressive government
and corrupt elites; the subjection of women abetted by unreasonable religion, with the
resulting overpopulation relative to what the society can decently sustain’ (Rawls 1999c,
p. 559).

41 In non-liberal but well-ordered regimes, one particular comprehensive doctrine has offi-
cial state sanction, but the powers of the state are not used to coerce those with different
worldviews, either within or beyond national borders. These regimes also regularly con-
sult the opinions of their subjects, even if the full citizenship rights enjoyed in liberal
democracies are absent. Finally, non-liberal well-ordered regimes honour the basic rights
of their subjects to subsistence, security, liberty, personal property, equal treatment under
the law, emigration, and so on, even if these measures fall short of providing fair equality
of opportunity.
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4. Peoples are to observe a duty of non-intervention.
5. Peoples are to observe treaties and undertakings.
6. Peoples are to observe certain specified restrictions on the conduct of war

(assumed to be in self-defence).
7. Peoples are to honour human rights.42

It is important to note that the treaties referred to in #5 include those setting
the terms of cross-border trade and investment. It is also worthy of mention
that neither the difference principle, nor any other liberal egalitarian principle
of distributive justice, appears on this list. Rawls does hold thatmore privileged
peoples have a duty to assist ‘non-well-ordered’ regimes in which the material
preconditions for a well-ordered society are lacking, based on the imperative
to help a disadvantaged people become ‘a full and self-standing member of
the societies of peoples, and capable of taking charge of their political life and
maintaining decent political and social institutions’.43 But this falls far short of
being a principle of global distributive justice.

In contrast to Rawls’s state-centric framework, Brian Barry, Thomas Pogge,
Martha Nussbaum, and other cosmopolitan ethicists hold that cross-border
flowswithin economic, political, and cultural networks havebecome so extens-
ive and intensive that a higher-order global ‘basic structure’ has emerged.44
In their view many of the severe injustices in the world today cannot be
adequately explained by domestic factors alone, but are deeply rooted in the
rules of the established global regime. Pogge, for example, points to the ‘inter-
national lending privilege’ granting local elites the power to borrow and dis-
pose of vast amounts of funds from global capital markets in their country’s

42 Rawls 1999c, p. 540; see Rawls 1999a, p. 37. Rawls’s ‘law of peoples’ also requires prin-
ciples governing the relations between well-ordered and non-well-ordered regimes. Tyr-
annical and dictatorial regimesmust not be tolerated, in Rawls’s view, and the same holds
for otherwise acceptable states that are dedicated to imposing their particular compre-
hensive worldview on others by force. Such regimes should not be materially suppor-
ted, and the pressure of world public opinion should be brought against them. In some
cases more active forms of encouraging regime change, such as economic sanctions or
humanitarian military interventions, may be justified in Rawls’s view, depending on the
severity of rights violations and whether such actions are likely to be effective in the
particular circumstances (Rawls 1999c, p. 562; see Rawls 1999a, pp. 89–93; for a critical
account of what ‘humanitarian’ military interventions havemeant in practice, see Gowan
2010).

43 Rawls 1999c, p. 559; see also Rawls 1999a, pp. 105–13.
44 Barry 1973, Pogge 1989, Nussbaum 2006.
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name, despite their not being accountable to those they supposedly represent.
Unaccountable elites also enjoy a pernicious ‘resource privilege’ allowing them
to sell off the natural resources of the territory under their control, dividing
returns among themselves and their cronies.45

Agreeing with Pogge, Gillian Brock asks us to undertake a Rawlsian thought
experiment and imagine we are in an original position under a veil of ignor-
ance, without knowledge of our particular country or its character, territory,
or population size. In these circumstances, she writes, we would undoubtedly
insist that all individuals in the global economy enjoy the prospects of a decent
life where they can meet basic needs, have their basic liberties protected, and
enjoy fair terms of cooperation in collective endeavours.46 In her view the prin-
ciple of equal moral worth must be understood as a cosmopolitan principle,
affirming universal human rights to basic liberties and to the material and
social preconditions for human flourishing. To be just the global order must
institutionalise these rights across the planet. Doing so requires a regime of
global governance limiting national sovereignty far more than defenders of
state-centric views like Rawls regard appropriate.

David Held has presented perhaps the most detailed model of a global
regime that can be affirmed from the standpoint of liberal egalitarian prin-
ciples. Held advocates a global ‘Charter of Rights and Obligations’ affirming a
general right to autonomy and a set of specific human of rights derived from it.
He calls for a system of international courts to impose sanctions when partic-
ular agents – including state officials – fail to adhere to the precepts of cosmo-
politan democratic law.47 He also advocates regional parliaments on the con-
tinental level, general referenda cutting across national borders, elected super-
visory boards for international organisations, and an ‘authoritarian assembly of
all democratic states and agencies’. Held further proposes the creation of a per-
manent independentmilitary force under the control of this global assembly to
enforce laws on the regional and global levels and to provide a ‘general check
on the right of states to go to war’.48 Of special importance in the context of
the present study are four proposals designed to provide a necessary condition
for substantive (as opposed tomerely formal) autonomy throughout the global
economy:

45 Pogge 2002.
46 Brock 2009, Chapter 3.
47 Held 1995, p. 272; see Held 2004, pp. 110 ff.
48 Held 1995, pp. 272–6.



48 chapter 2

1. the right to a basic income;
2. the right to ‘ “access avenues” to the decision-making apparatus of pro-

ductive and financial property; that is, to the creation of participative
opportunities in firms and in other types of economic organisation’;49

3. increased social control of global investment through ‘management of
interest rates to induce capital to invest in certain areas’ and through
thepooling andallocationof democratically-controlled social investment
funds;50 and

4. controls on short-term capital flows.

These proposals form the core of ‘a new “Bretton Woods” agreement – an
agreementwhichwould tie investment, production and trade to the conditions
and processes of democracy’. Corporations and states would then be subject
to democratic audits measuring their compliance with cosmopolitan law. If
an audit reveals that they have disregarded the precepts of the global social
charter, sanctions would follow.51 They would be ‘enforced by agencies which
would monitor not just the rules of sound finance andmarket transaction, but
also the rules which specified the possibility of mutual respect for autonomy
and self-determination’.52

The goal of cosmopolitan law is to ensure that the material preconditions
for effective exercises of autonomy are provided throughout the global eco-
nomy. It is important to recall that these proposals do not call for a break from
global capitalist markets, merely the effective social regulation of these mar-
kets. Consider Held’s comment regarding rights to participation in workplace
decision-making:

Such opportunities do not translate straightforwardly into a right to social
or collective ownership. For what is centrally at issue is an opportun-
ity for involvement in the determination of the regulative rules of work
organisations, the broad allocation of resources within them, and the
relations of economic enterprises to other sites of power … At stake is
a balance between the requirements of participation in management

49 Held 1995, p. 253.
50 Held 1995, p. 259.
51 ‘Restrictions could be imposed on the provision of capital for investment; for instance,

the release of funds – whether public or private – to companies or governments could
be linked directly to the latter respecting and satisfying the conditions of democratic
autonomy’ (Held 1995, p. 255).

52 Held 1995, p. 256.
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and those of economic effectiveness, that is, a balance between the dis-
cipline of democracy and the discipline of the market. The question of
the particular forms of property right is not itself the primary considera-
tion.53

This is, of course, consistent with what I have termed the core thesis of liberal
egalitarianism.

State-centric theorists argue that cosmopolitanism is incompatible with
recognition of the special obligations we have to fellow citizens. But just as
individuals are free to choose their own conception of the good so long as it
is reasonable (that is, compatible with the fundamental interests of others,
including their equal right to pursue their conception of the good), a cosmo-
politan liberal egalitarian can affirm patriotism so long as it is consistent with
recognising that non-nationals are no less intrinsically worthy of concern and
respect than co-nationals. There must be room within contemporary normat-
ive reflection to include both a concern for the well-being of fellow nationals
and a generalised concern for the well-being of fellowmembers of ‘global civil
society’ on the basis of their positive rights to a life of human dignity.54 In cases
where we are actively participating in maintaining a global order that system-
atically inflicts severe harms on non-nationals, an imperfect obligation to help
othersmust giveway to the perfect obligation to refrain from inflicting injury.55

53 Held 1995, pp. 253–4 (italics added).
54 To my knowledge the deepest reflection on the normative complications here is found

in Parfit 2011. Parfit rejects the view that we must always subordinate the interests of
ourselves, our children and fellowmembers of our communities whenever there are good
reasons to think that doing so would further the greater good. When foreseeable harms
to those to whom we are tied by special obligations are great enough, it is not wrong to
attempt to avoid those harms, however strong the case can bemade that the greater good
would be furthered if we did not act this manner. On the other hand, in cases where the
harms to those with whom we have special bonds are not extreme, we are normatively
obliged to act on the basis of an impartial assessment, giving equal weight to harms
suffered by those with whom we do not have personal ties. Parfit is surely correct that
these sorts of complexities are unavoidable, and that no algorithm can automatically and
reliably resolve all difficulties. These complexities reveal an inescapable tragic dimension
of social life; sometimes one normatively legitimate demand must be sacrificed for the
sake of another.

55 Pogge’s cosmopolitan ethic appeals to ‘perfect’ (or ‘negative’) duties to not harm (Pogge
2002, 2009); Henry Shue’s is based on ‘imperfect’ (or ‘positive’) duties to aid (Shue 1996).
Debates within liberal egalitarianism on these and related points are surveyed in Jaggar
2010 and Beitz and Goodin 2009.
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It is time to conclude this chapter. I have not attempted to present a com-
prehensive account of the normative principles and normative model of insti-
tutions defended by liberal egalitarians. More details will be provided in sub-
sequent chapters. The goal has been to sketch the liberal egalitarian framework
in sufficient detail to begin a critical comparison and contrast with Marxian
perspectives.



chapter 3

Misunderstandings, False Starts, Further Questions

In the first section of this transitional chapter, I shall review a number of
criticisms of liberal egalitarianism that could be proposed from a Marxian
point of view. I shall argue that these criticisms are unconvincing. I shall then
switch gears and consider some of the main reasons why liberal egalitarians
have distanced themselves from Marxism. If these objections were based on
the best ‘all things considered’ reading of Marx, they would be devastating. But
they are not, as I shall attempt to show in later chapters.

SomeMarxian Objections to Liberal Egalitarianism

As the term proclaims, ‘liberal egalitarianism’ is an offshoot of the liberal
tradition. It seems plausible to assume that if there were compelling criticisms
of liberalism in general they would apply to one of its major branches. Three
powerful and closely interrelated objections to the intellectual and political
foundations of liberalism proposed by Marxian theorists will be considered
here.1 They concern 1) the social atomism, 2) the ‘rights’ claims, and 3) the
appeals to ‘nature’ that pervade the liberal tradition.

Social Atomism
In the classical liberalism of Hobbes and Locke, the individual is conceptual-
ised as the basic unit of the social world, and the pursuit of private self-interest
is taken to be the basis of decision-making and action. Numerous variants of
contemporary liberalism, including the libertarianism of Nozick, (so-called)
rational choice theory, neoliberal economics, and so on, are built on these clas-
sical liberal claims regarding the priority of satisfying individual preferences.2
Contemporary liberal egalitarians generally see Kant as their main intellectual
predecessor, and Kant famously calls on us to adopt a disinterested attitude
towards our self-interest in his ethical writings. But his political works adopt
the classical liberal position. And in in his ethics, moral life is taken to be a

1 It is, however, also possible to consider them as three versions of the same basic objection.
2 Margaret Thatcher expressed her allegiance to this version of liberalism when she (in)fa-

mously proclaimed, ‘there is no such thing as society’.
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matter of individual subjects privately testing the maxims underlying their
actions, which in its own way also places the isolated individual subject at the
centre of practical life. Rawls explicitly proposed his methodological frame-
work as a reconstruction of the Kantian project.3 The thought experiment he
constructs for selectingprinciples of justice is as individualistic asKant’s frame-
work; the selection is made by an individual subject trying to rationally further
his or her self-interest while under a veil of ignorance. Rawls adopts this con-
struction to express his commitment to principle that defines liberal egalitari-
anism no less than other branches of liberalism: individuals are to be taken as
basic units of moral concern.

Michael Sandel detects a concept of the person as an ‘unencumbered self ’
at the heart of both Rawls’s A Theory of Justice and the entire liberal tradition.
He insists that the liberal view of persons as pure autonomous choosers exem-
plified in Rawls’s masterwork profoundly misdescribes the human condition.
Being socialised into a community is not something that happens to us from
the outside. The values embodied in our culture and traditions are constitutive
of who we are. In this sense the community has an ontological priority over its
individual members that makes any and all versions of social atomism false.4

Marx made the same critique of atomistic social ontology long before con-
temporary communitarians.5 Our personal identity is inseparable from our
place in a particular society at a particular time that has reached a particu-
lar historical level of material and cultural development and that reproduces
itself through a particular set of social relations. Abstracting ‘the individual’
from this concrete social and historical context produces an empty abstraction,
completely unsuited to the role of the foundation of social theory. Society is not
an aggregate of separate individuals externally related to each other; individu-
als are ‘always already’ constituted through social relations within a particular
social world.6

3 Rawls 1971, Chapter iv, Section 40.
4 Sandel 1982.
5 Others havemade this point as well, of course.Wittgenstein’s slogan that there are no private

language games reminds us that before an individual person can even utter the word ‘I’, he or
she must already be a member of a linguistic community. And Hegel noted a century earlier
in the Phenomenology of Spirit that the ‘We’ of the linguistic community is prior to the ‘I’ of
the individual speaker.

6 Ollman 1977 remains the classic study of this theme. See also Ollman 1993.
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Rights
In the previous chapter the centrality of rights-talk in classical liberalism, con-
temporary libertarianism, and liberal egalitarianism was repeatedly in evid-
ence. A familiarMarxian criticism of liberalism asserts that the appeal to rights
manifests ametaphysical commitment to the same social atomism that has just
been considered and rejected. In his essay ‘On the Jewish Question’ and else-
where, Marx describes how the supposedly pre-political ‘rights’ professed by
liberals are taken to define a ‘space’ where metaphysically separate individuals
are protected from external interference.7 It is not difficult to find discussions
of rights in the writings of classical liberals and their contemporary followers
illustrating Marx’s complaint.

Liberal egalitarians expand the notion of rights to include more than the
merely formal rights defended by libertarians like Nozick, adding rights to
resources, capabilities, opportunities, and so on. But the rights defended by
liberal egalitarians also primarily apply to individuals. And so it would seem
justified to conclude that liberal egalitarians place rights at the centre of norm-
ative social theory precisely because they too presuppose a social ontology in
which individuals are the basic units of the social world, with society noth-
ing more than the aggregate of their external relations to each other. If social
atomism were false, as it is, then all liberal rights-talk, including that of liberal
egalitarians, would appear to lose its force.

Appeals to ‘Nature’
A third reason for rejecting any and all variants of liberalism (or, if you prefer,
another formulation of what is ultimately the same reason) has to do with
claims regarding what is ‘natural’. In the classical liberal tradition, normative
claims were often justified by appeal to an imagined ‘state of nature’. In Locke’s
Second Treatise on Government, for example, fundamental liberal rights like
‘liberty’, ‘equality’ and ‘property’ are assumed to be ‘natural’ rights taken to be
‘self-evident’ in the pre-political state of nature. In certain relevant respects
Rawls’s ‘original position’ is analogous to the ‘state of nature’ of classical lib-
eral thought, with individuals maximising their self-interest while in a state
of mutual indifference towards others. Dworkin’s desert island is a ‘state of
nature’ in all but name. His description of the transition from an initial situ-
ation where the resources of an unoccupied and unowned island are given to
survivors of a shipwreck in common to a situation of inequality due to market

7 ‘[T]he so-called rights of man… are nothing but the rights of amember of civil society, i.e., the
rights of egoistic man, of man separated from other men and from the community’ (Marx
1975a, p. 162).
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exchanges parallels Locke’s account of analogous ‘natural’ development in his
imagined state of nature.8

From the standpoint of Marx’s historical materialism – and not only from
that standpoint – these appeals to ‘nature’ reflect an astounding combination
of ignorance and ideology. They reflect ignorance in that anthropological data
has shown that the earliest human communities – that is, the ones presumably
closest to ‘nature’ – were nothing like the fictional ‘state of nature’ described by
Locke and others, conspicuously lacking the very private property rights whose
‘naturalness’ liberals are so eager to proclaim.9 Liberal accounts reflect ideology
in that the ‘natural’ rights supposedly possessed by the imaginary individuals
in the imaginary state of nature – the rights to freedom and equality, especially
the equal freedom to own and exchange property –must be seen as projections
of generalised commodity exchange. As Marx wrote,

The sphere of circulation and commodity exchange … is in fact a very
Eden of the innate rights of man. It is the exclusive realm of Freedom
[and] Equality … Freedom, because both buyer and seller of a commod-
ity … are determined only by their own free will. They contract as free
persons, who are equal before the law … Equality, because each enters
into relation with the other, as with a simple owner of commodities, and
they exchange equivalent for equivalent.10

These three criticisms of traditional liberalism are broadly correct, in my view.
But they do not provide compelling reasons to reject liberal egalitarianism.
Its leading advocates also unequivocally reject standard liberal views on these
matters.

Social Atomism
Most variants of classical liberalism, and all forms of contemporary libertari-
anism, are committed to the metaphysics of social atomism. But the liberal
egalitarian embrace of normative individualism – that is, the view that indi-
viduals are ultimate units of moral concern – does not imply a commitment
tometaphysical individualism. Communitarians and others have a compelling
case against the latter: society is not in fact an aggregate of separate monads
in external relationships with each other.11 But for liberal egalitarians, no less

8 See Dworkin 1981 and Chapter 1 note 30 above.
9 See Flannery and Marcus 2012.
10 Marx 1976a, p. 280.
11 Feminist theorists would rightly point out that such a view could only have been formu-
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than for Marxists or communitarians, individuals are essentially social beings,
their identity formed through socialisation into particular communities and
ongoing social interactions. Further, as noted in Chapter 2, liberal egalitarians
stress that all individuals have good reasons to value the associations to which
they belong. Membership in associations in civil society is not conceptualised
as merely a means to pursue private interests more effectively. It is affirmed
as intrinsically valuable, an essential component of human flourishing to be
encouraged in any normatively acceptable institutional framework.

The sharp distinction between normative individualism and metaphysical
individualism is illuminated in Habermas’s writings. Habermas explicitly re-
jects the ‘monological’ approaches of Kant and Rawls precisely because of the
residue of social atomism clinging to them.12 Habermas develops a discourse
theory that explicitly grounds moral universalism and rights on an intersub-
jective basis.13 Thomas Scanlon similarly insists that we evaluate the normative
acceptability of actions and public policies by asking whether others would
have reasonable grounds for rejecting them, as do Brian Barry and Amartya
Sen in their definition of justice as ‘impartiality’.14 These cases show that lib-
eral egalitarians insist that reasonable individuals must listen to the voice of
‘the other’ within themselves, so to speak. ‘The other’ is not to be taken as an
entity with whom only external relations are possible.15

In this context we should not forget that the main purpose of Rawls’s veil of
ignorance is to internalise the voice of the ‘other’. The veil is merely a device
to affirm that principles of justice are selected that manifest grant equal moral
concern to all persons. The individualism Rawls builds into the hypothetical
original position represents a commitment to methodological individualism,
rather than the metaphysical individualism embraced in other branches of
the liberal heritage. There are good reasons to think that this methodological
individualism is inadequate. The picture of mutually disinterested individual
agents trying to secure their rational self-interest does echo the Hobbesian
framework in which social life consists essentially of rational agreements for
mutual benefits far too much, even if Rawls ensures that non-Hobbesian res-
ults are derived by adding the stipulation that the individuals in the original

lated bymen alienated (or at least very distant) from the nurturing relationships required
by all human infants. See Okin 1989, especially the critique of Nozick in Chapter 4.

12 To be fair, many elements in Kant and Rawls’s writings point in a quite different direction.
(An example is introduced in the following paragraph).

13 See the essays collected in Habermas 1994 and 1998, and note 19 below.
14 Scanlon 2000, Barry 1995, Sen 2009.
15 The implications of this demand are explored in great depth in Evans 2008.
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position are ignorant of the particular details of their interests. As Brian Barry
and Martha Nussbaum have argued forcefully, Rawls’s framework is not con-
sistent with his own deep commitment to the idea that social life ought to be
governed by principles that are reasonable and fair to all, including those who
cannot further our self-interest.16 But as Rawls quickly pointed out to his critics,
the original positionwas intended from the beginning tomodel the insight that
reasonable people with divergent beliefs, interests, and worldviews can come
to fair agreements only if they put aside everything that would bias their reas-
oning. It was notmeant to be taken as ametaphysical claim that societies are in
fact nothingmore than aggregates of individuals in external relationships. Fur-
ther, any disagreement regarding how the original position should be designed,
or thedegree its results fitwithour consideredopinions, canonlybe considered
and resolved through public reason.17 In other words, the original position is a
subordinate moment within public discourse, not a monological alternative
to it. Throughout his writings Rawls has emphasised as much as any histor-
ical materialist that individuals do not develop their identity outside a social
andhistorical context. AndRawls, like other liberal egalitarians, understands as
deeply as any communitarian that many people rightly regard membership in
a particular community (and a commitment to the values of that community)
as constitutive of their identity. His insistence that the principles of justice first
and foremost concern the ‘basic structure’ of society explicitly acknowledges
that the social framework within which individuals act has a certain ontolo-
gical priority over individual agents and their actions.

If metaphysical individualism is simply false, and methodological individu-
alism deeply suspect, one might wonder whether normative individualism is
questionable as well. There are good reasons to think it is not. As Sen, Nuss-
baum, Barry, and many other liberal egalitarian theorists have forcefully poin-
ted out, appeals to the priority of communities and their values have all too
often been used to legitimate oppressive institutions and social practices. In
our normative thinking we must be able to distinguish such institutions and
practices from those that are not oppressive (or at least less oppressive). The
communitarian focus on the constitutive role of a community and its cultural
values in the identity-formationprocess of individualmembers is not sufficient
for this task. The problem of adaptive preferences, mentioned in Chapter 1’s
critical assessment of utilitarianism, comes into play in a critical assessment
of communitarianism as well. In the process of being socialised into the dom-

16 Barry 1989, Nussbaum 2006.
17 Rawls 1999d.
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inant cultural beliefs of an oppressive society, individuals fortunate enough to
be members of privileged groups will necessarily tend to develop preferences
taking their privileges for granted. Conversely, the preference-formation pro-
cesses of members of oppressed groups will tend to be distorted by adapting
to deprivations to the point where they deprivations seem ‘natural’. Exclusive
focus on the cultural values supposedly shared by oppressors and oppressed
makes these processes of adaptation invisible, despite their obvious and pro-
found normative significance.

Normative individualism is a weapon of critique. The case for taking indi-
viduals as ultimate units of moral concern therefore remains compelling even
after the full force of the criticisms of metaphysical and methodological indi-
vidualism has been recognised.18 Accepting normative individualism is fully
compatible with agreeing that individuals are not atoms, and that social rela-
tionships are not analogous to the external collisions of billiard balls.19

18 From this point of view Rawls’s commitment to normative individualism can be accused
of being too weak rather than too strong. In his version of political liberalism, the lib-
eral principle of toleration is taken to imply that particular communities can discourage
members’ critical reflection on their practices and cultural beliefs. As long as these com-
munities do not forcibly prevent people from leaving, and do not attempt to convert
others by force, their behaviour is compatible with the principle as defined by Rawls.
Kymlicka argues that this accommodation to cultural pluralism implicitly takes groups
as the ultimate unit of normative concern, and is thereby inconsistent with the found-
ational liberal egalitarian commitment to normative individualism. Kymlicka plausibly
insists that this commitment implies that all individualsmust be providedwith the oppor-
tunity to develop a capacity for critical reflection on any and all community practices and
values (Kymlicka 2002, pp. 232–44). A version of the same issue comes up in Rawls’s ‘law
of peoples’. It can be questioned whether Rawls’s views on the relationship between lib-
eral peoples and non-liberal ‘decent’ peoples concedes more to cultural relativism than
is compatible with the normative individualism of the moral equality principle. See Tan
2006.

19 From this point of view thedifference between themost defensible versions of communit-
arianism and liberal egalitarianism dissolves. One of themost prominent communitarian
theorists, Michael Sandel, has consistently advocated liberal egalitarian policies (see, for
example, Sandel 2013). The work of Jürgen Habermas provides an example of the reverse
case, a liberal egalitarian who accepts the communitarian critique of metaphysical indi-
vidualism and methodological individualism. Habermas agrees that the identity of indi-
viduals is constituted through socialisation processeswithin the lifeworld. He also accepts
the importance of the particularity of the practices and cultural beliefs of a historically
specific lifeworld, including the particularity of the conception of the good implicit in
shared practices and beliefs. Nonetheless, Habermas affirms normative individualism in
the strongest terms. His central point is that individuals are simultaneously members of
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From this point of view, at least, Marxism is broadly compatible with both
liberal egalitarianismandnormatively acceptable formsof communitarianism.
No communitarian has rejected atomist social ontologymore vehemently than
Marx. The ‘communitarian’ insights that individuals are ‘always already’ mem-
bers of a social order, and that it is only in certain specific sorts of social orders
that the ‘individual’ is granted special normative significance, are consistent
themes in Marx’s writings.20 It is no less the case that Marx fully embraced the
normative individualism of liberal egalitarian thought, calling for ‘a society in
which the full and free development of every individual forms the ruling prin-
ciple’.21 For their part, liberal egalitarians agree withMarx’s adage that ‘the free
development of each is the condition for the free development of all’.22

Rights
Classical liberals and contemporary libertarians have conceptualised rights in
general, and rights to property and contractual exchange in particular, as pre-
political givens. But it would be a mistake to assume that every offshoot of the
liberal tradition does so as well. Liberal egalitarians unequivocally reject the
appeal to pre-political rights that provides the foundations of Nozick’s liber-
tarianism.23 Rawls and other liberal egalitarians deny that there is some sort
of ‘natural’ (‘pre-political’) process granting the liberty to own private prop-

two distinct communities. They are members of the particular ethical community within
which they have been socialised (‘ethical’ refers here to the ‘ethos’ of the community’s
shared lifeworld). From this point of view the key normative question is how the val-
ues we are committed to as members of this particular community with its traditions
and practices can best be articulated and applied as new circumstances arise. Individuals
are simultaneously members of what Habermas terms the moral community, interpreted
along Kantian lines as a cosmopolitan ‘kingdom of ends’. The latter provides a framework
for critically evaluating both the ethos of particular communities and expressions of that
ethos in specific practices. To put the point in different terms: liberal egalitarian positions
that lack a communitarian component aremerely formal, while communitarian positions
that lack a liberal egalitarian component lack sufficient critical resources. The need for
both perspectives is a major theme of the articles collected in Habermas 1998.

20 ‘My standpoint … can less than any other make the individual responsible for relations
whose creature he remains, socially speaking, however much he may subjectively raise
himself above them’ (Marx 1976a, p. 92).

21 Marx 1976a, p. 739.
22 Marx and Engels 1976, p. 506; see also Callinicos 2000. It can also be noted in passing that

the liberal egalitarian emphasis on equal concern and respect is not worlds away from the
Marxian notion of solidarity.

23 The case for this is argued forcefully in Murphy and Nagel 2004.
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erty the status of a moral absolute. Nor is there a compelling reason to regard
contractual agreements as normatively legitimate, whatever asymmetries of
bargaining power they might reflect.24

For liberal egalitarians, rights are not constitutive properties possessed by
individuals prior to entering into social and political relations. They are instead
socio-political properties that are created to ensure the fundamental interests
of all are adequately acknowledged and protected.25 The heart of the liberal
egalitarian argument for rights is that they are a necessary condition of the
possibility of a social order based on mutual recognition of others as co-
subjects equally worthy of moral concern and respect. No critique of social
atomism lessens the force of this argument.

Before leaving this topic it should be pointed out that Marx’s own view of
rights is more complex than many of Marx’s criticisms of the liberal tradition
might suggest. Marx’s first writings were devoted to defences of the liberal
rights attacked by the ancient regime restored after the defeat of Napoleon
(freedom of the press, freedom of association, and so on).26 Nothing in Marx’s
later works provides a reason to think that he came to believe these rights were
not worthy of defence. Marx soon realised that the merely political emancip-
ation they promised would not bring universal human emancipation. But that
does not imply they were meaningless or indefensible.

There is also conclusive evidence in his later writings that Marx did not dis-
miss all rights claims on the grounds that they are merely extrapolations from
generalised commodity exchange. His own historical studies documented how
these claims often arose in the course of social struggles by oppressed groups.
His extended discussions of struggles for suffrage rights and rights to a limited
working day by the British working class are two prominent examples. Marx
unequivocally supported these struggles and defended the right to suffrage and
the right to limits on theworking day thatwerewon.Here too the limits of what
those rights can mean in a capitalist society do not imply that they are mean-
ingless or indefensible.

In contrast to the rights discussed by classical liberals and libertarians, the
rightsmost closely associatedwith liberal egalitarianism– the equal right to the
fair value of political liberties, to fair equality of opportunity, and on – are also
not mere extrapolations from generalised commodity production. They are in
fact explicitly opposed to the dominant tendencies of generalised commodity

24 This is a main theme of Barry 1989.
25 Buchanan 2004.
26 For example, Marx 1975b, 1987b. See Smith 2010b.
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production. These liberal egalitarian rights aim at the sort of society Marx had
in mind, ‘a society in which the full and free development of every individual
forms the ruling principle’. Were they institutionalised they would represent
the historical achievements of progressive social struggles, just as rights to
suffrage and to limits to the working day were the achievements of progressive
struggles in an earlier period.

Marx, in brief, did not reject the concept of rights as understood by liberal
egalitarians. And the concept of rights he did reject has been rejected by liberal
egalitarians no less vehemently.

Appeals to ‘Nature’
The response to the third objection overlaps considerably with the previous
two (hardly surprising, since all are versions of the same basic point). Classical
liberals and contemporary libertarians regularly appeal to a ‘state of nature’
in an illicitly circular fashion, as Marx complained. Essential determinations
of contemporary society are read back into the allegedly ‘natural’ condition of
human life, with the resulting conception of what is ‘natural’ then invoked to
justify those very determinations. Locke’s description of the state of nature, for
example, clearly reflects the rise of agrarian capitalism in early modern Eng-
land, making his argument that the social relations of agrarian capitalism are
‘natural’ invidiously circular.27 It is a relatively straightforward matter to show
that the merely formal theory of rights defended by contemporary libertarians
like Nozick is also nothing but an idealisation of the very market relations the
theory is supposed to legitimate.

Liberal egalitarian theories of human rights cannot be rejected on these
grounds. The core thesis of liberal egalitarianism may be mistaken. I believe
it is. But the arguments in its support are not viciously circular. The thesis is
not a conclusion reached by invoking a theory of what is ‘natural’ that has
been extrapolated from the very social relations it is later called upon to jus-
tify. Liberal egalitarians, unlike adherents of other forms of liberalism, expli-
citly acknowledge the historicity of both society and social theory. The moral
equality principle is not treated by liberal egalitarians as a given (pre-political,
‘natural’) datum. Having been vehemently rejected for almost all recorded his-
tory it can hardly be conceptualised in those terms. The principle emerged in
the course of historical struggles, and its meaning and practical implications
havebeendetermined in the course of those struggles aswell. In thenineteenth

27 Wood 1984. (This supposition also played a crucial role in Locke’s philosophical defence
of England’s colonisation projects in Locke 1980).
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century, for example, practical struggles for universal male suffrage simultan-
eously enriched and were enriched by theoretical reflection on the scope of
themoral equality principle. Practical struggles for the abolition of slavery and
colonialism, the right of workers to organise, the extension of civil and polit-
ical rights to women andminorities, and so on, were also essentially conjoined
with the theoretical demand that the full implications of the moral equality
principle be developed without arbitrary restrictions. The extension of theor-
ies of justice to the global level is perhaps the most significant development
in contemporary normative social theory.28 As all left liberal theorists of global
justice acknowledge, their work has been enriched by the practical struggles of
movements for global justice, and all hope to contribute to those struggles. No
liberal egalitarian regards overcoming slavery, serfdom, the worst forms of pat-
riarchal oppression, global injustices, and so on, as a return to some supposedly
‘natural’ state. They are instead taken to be historical advances in normativity.

From the standpoint of liberal egalitarian theorists, then, standard Marxian
criticisms of liberalism simply do not apply to the version of liberalism they
defend. On crucial issues regarding social ontology, the status of rights, and
appeals to ‘nature’ liberal egalitarians are much closer to Marxian views than
Marxists generally realise.

I have been discussing the ‘liberal’ component of liberal egalitarianism.
What of the ‘egalitarian’ element?

The Critique of Egalitarianism
In the ‘Gotha Programme’, German socialists called for the fruits of social
production to be distributed to workers equally. Marx vehemently rejected
this demand. He pointed out how this proposal overlooked the need to set
aside a social surplus for insuring, replacing, and expanding the means of
production, and for the costs of social insurance, support for the elderly and
infirm, infrastructure investments, and administration. More relevant to our
concerns here, Marx also argued that

[O]ne man is superior to another physically or mentally and so supplies
more labour in the same time, or can work for a longer time … This
equal right is an unequal right for unequal labour… [I]t tacitly recognises
the unequal individual endowment and thus productive capacity of the
workers as natural privileges. It is, therefore, a right of inequality, in its
content, like every right … Besides, one worker is married, another not;

28 Representative examples are Pogge 2002, Nussbaum 2001, and Brock 2009.
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one has more children than another, etc., etc. Thus, given an amount of
work done, and hence an equal share in the social consumption fund, one
will in fact receive more than another, one will be richer than another,
etc. To avoid all these defects, right would have to be unequal, rather than
equal.

Marx’s point here is that ‘equality’ is an incoherent concept, since any distri-
bution that is equal in one dimension will necessarily be unequal in numerous
others that are no less significant. ‘Equality’ is for Marx an example of ‘ideas
which in a certain period had some meaning but have now become obsolete
verbal rubbish’.29

This line of thought does not provide a convincing reason to reject liberal
egalitarianism. The form of equality that matters to liberal egalitarians is equal
concern and respect. This notion does not logically demand an equal distri-
bution of resources, while it does imply a concern for all the particularities of
individual cases to which Marx appeals in the above passage. There are good
reasons, then, to think that the standardMarxian rejection of ‘equality’ applies
nomore to liberal egalitarianism than it does to Marx’s own call for equal free-
dom.

Wemust now reverse the tables and consider liberal egalitarian criticisms of
Marx’s thought.

Liberal Egalitarian Criticisms of Marx

Before beginning we should note that the most familiar justification for reject-
ing Marx’s legacy is not endorsed by liberal egalitarians. The standard view
inside and outside academia is that the manifest shortcomings and eventual
implosion of the ussr and other ‘Marxist’ social formations provide a com-
pelling practical refutation of Marxian thought. Most prominent liberal egal-
itarians recognise that an assessment of Marx’s position should not be based
on the fate of these supposedly ‘Marxist’ regimes.30 The demise of the Soviet
model does not establish that Marx’s critique of capitalism is incorrect; the
demise of bureaucratic command economies does not prove that no form of
post-capitalist society could ever be normatively acceptable.

29 Marx 1989, pp. 86–7.
30 The chapter on Marx in Rawls’s lectures on the history of political philosophy can serve

as an example of this point (Rawls 2007, pp. 317–73).
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Other reasons for rejecting Marxian social theory, however, are widely
accepted among liberal egalitarians. It is generally thought that Marx was
simply wrong on many essential matters. And even those liberal egalitarians
most sympathetic to Marx insist that the things he got right can be formu-
lated in amuch clearer andmore defensiblemannerwithin a liberal egalitarian
framework.

AnOutmoded and Refuted Economic Theory
David Ricardo, the most important economist of the early nineteenth century,
held that the value of commodities measures the direct and indirect labour
embodied in them. Marx is almost universally thought to have taken over
Ricardo’s labour theory of value, and then pushed its political implications in
a different direction.

Few economists today take the idea that labour is the only relevant input
into production seriously. Most assert that an economic theory ignoring the
essential and obvious role of other factors of production (capital goods, land
and other natural resources) and the immensely valuable and irreplaceable
services provided by entrepreneurs, financiers, marketers, and so on, is simply
unacceptable.

Interestingly, the stream of contemporary economics closest to Ricardo’s
thought, the ‘neo-Ricardianism’ associated with the work of Sraffa, is widely
taken to have developed an especially devastating critique of Marxian econom-
ics. Assuming that an essential element of Marx’s project was the derivation of
a system of prices from a system of labour values, neo-Ricardians have con-
structed mathematical proofs showing that this derivation can be made only
with the aid of a number of exceedingly arbitrary assumptions. And in the spe-
cial cases where prices can be derived from values, the information required to
determine the value system is sufficient to determine prices directly, making
the consideration of labour values a completely unnecessary detour.31

If Marx’s nineteenth-century economic theory has been thoroughly refuted
by contemporary social science, this would obviously provide a compelling
reason for contemporary normative social theorists to distance themselves
from it. Marx could still be considered an important figure in the history of
ideas and political movements. And there might be specific topics where his
views remain worth considering. Numerous liberal egalitarians continue to
findMarx’swritings onalienationuseful, for example. But, they insist,whatever
Marx had to say that is still relevant is best translated into a liberal egalitarian
framework. The rest can be left to historians.

31 See Steedman 1977, Blaug 1980.
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A Set of Hasty Generalisations
Liberal egalitarians agree withmany of Marx’s criticisms of the social practices
of his day. In their view, however, Marx illicitly jumped from a justified rejec-
tion of particular practices in a particular historical period to an unqualified
condemnation of capitalist market societies in general, committing the sort
of ‘hasty generalisation’ students in introductory logic courses are taught to
avoid. Marx was wrong to not consider the possibility that the social relations
and practices of capitalism could be modified in a way that would make his
criticisms inapplicable, just as he was wrong to condemn ‘liberalism’ without
considering the possibility that new forms of it might arise without the short-
comings of the old. It is understandable, perhaps, that Marx failed to discern
possibilities that remained latent in the nineteenth century. Today, however,
there is ample historical evidence that profound reforms are possible in capit-
alist market societies if sufficient political will is present. No one, the objection
goes, can legitimately claim to know where the limits of further reforms might
lie, or whether there are any limits at all.

Wage labour provides an important example.Marx believed that supposedly
‘free’ wage labourers are in fact not free at all, since if they do not work for a
wage they typically will not have access to the means necessary for a socially
acceptable life. The extremity of this threat in effect coerces them to accept
employment where they can find it. This vulnerability often forces persons to
work in unsafe or degrading conditions for low wages while suffering serious
psychological stress. These exploitative conditions indisputably characterised
much labour in the nineteenth century, and they continue to do so today. But
there are good reasons to not accept the absolute condemnation of the wage
relation that Marx extrapolated from this state of affairs.

A liberal egalitarian response to the general rejection of wage labour would
first reaffirm theprofoundnormative importanceof freedomof occupation.No
assessment of labour markets should overlook the fact that they institutional-
ise this freedom, at least in principle. We must also remember, second, that no
liberal egalitarian accepts the libertarian view that capitalist acts between con-
senting adults are automatically legitimate. Everything depends on the back-
ground conditions in place. Third and most crucially, the fact that the proper
conditions were absent in Marx’s day (and our own) does not imply that it is
impossible in principle to institutionalise background conditionsmakingwage
contracts normatively acceptable.

When Marx proclaims that wage labour is essentially coercive and exploit-
ative, he seems to be asserting that the connection between wage labour, on
the one hand, and coercion and exploitation, on the other, is analogous to the
essential connection between h20 and the properties of water. Such a strong
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claim of essential connection can be refuted by a single counterexample, and
Dworkin’s desert island case, sketched in Chapter 1, can be interpreted as an
effective counterexample. It purports to show that when an initial equality of
resources is part of the background conditions of wage contracts, there is no
reason to think the contracts need be either coercive or exploitative. It would
hardly come as news to Dworkin or anyone else that the strict initial equality
of resources he describes in his desert island thought experiment has not been
(and probably can never be) perfectly attained in the real world. But Dworkin
would assert that a sufficiently progressive tax system can approximate that
state of affairs closely enough to make wage agreements normatively accept-
able. The same conclusion would follow if all citizens were granted a right to
a basic income sufficient to enjoy an acceptable quality of life in the given
historical context. Strong evidence that measures significantly lessening the
coercive elements of the wage relations are feasible has been provided by vari-
ous social programmes in the us from the ‘New Deal’ to the Earned Income
Tax Credit, the successful income assistance programmes developed in Scand-
inavian countries, and the striking recent successes of poverty reducing pro-
grammes in Brazil. If evenmore ambitious programmes of this sort were put in
place, the coercive elements that have plagued wage contracts would be elim-
inated.32 An agreement to work for wages would then represent a truly free
choice to give up some leisure in return for the means to purchase additional
goods and services. If this argument is accepted, Marx’s jump from the coer-
cive and exploitative wage relations of his day to the general claim that wage
labour essentially involves coercion and exploitationmust be rejected. Itwould
rest on a hasty generalisation.

Marx’s critique of the private ownership of means of production defines his
theoretical framework as much as the critique of wage labour does. No liberal
egalitarian theorist would deny that private ownership of capital resources
has generated staggering levels of economic power, or that all too often this
power has been staggeringly abused in the past. Liberal egalitarians are also
fully aware that contemporary capitalism continues to be characterised by
excessive concentrations of economic power with normatively unacceptable
results, such as the emergence of an intergenerational class hierarchy utterly
incompatible with an equal right to the fair value of political liberties. They
do not, however, accept Marx’s general and absolute condemnation of private
ownership of the means of production. In their view, such an unqualified
conclusion resulted from another hasty generalisation on Marx’s part.

32 Kymlicka 2002, pp. 185–6.
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Rawls’s call for an allocation branch of government is relevant here. This
branch is charged with keeping markets reasonably competitive. When the
political will to implement effective anti-trust policies has been present, they
have been implemented with some success. There seems to be no good reason
to assume that it will prove impossible to implement anti-trust policies even
more thoroughly in the future. If the political will to do so were sufficiently
strong among citizens, liberal egalitarians insist, it could be done. Marx ruled
this out due to another failure to conceive political conditions in capitalism
different from those of his own day.

In his discussion of the allocation branch of government, Rawls acknow-
ledges that concentrations of market power are sometimes required by eco-
nomic efficiency. So long as the firms in question are effectively regulated, they
will still operate in a manner consistent with respect for autonomy and con-
cern for thewell-being of social agents. No liberal egalitarian todaywould claim
that contemporary society has institutionalised the requisite level of oversight.
Again and again regulators have been a step behind those they are attempting
to regulate. Regulators have also been ‘captured’ (corrupted) by the industries
they are supposed to regulate, whether through the ‘revolving door’ providing
lucrative positions for compliant regulators when they leave the public sector,
or by the influence of ‘experts’ from the sectors to be regulated granted a ‘seat
at the table’ when the regulations are drafted. Carefully targeted campaign con-
tributions have also bought considerable regulatory ‘good will’.

All of this is very relevant to the normative assessment of past and present
social practices. Liberal egalitarians, however, see no reason to jump to the
conclusion that these admittedly serious difficulties can only be addressed by
abolishing the private ownership of capital resources. Policies discouraging
the revolving door could be developed and implemented. Measures could
be taken to ensure that all stakeholders affected by regulatory policies have
a ‘seat at the table’, and not just representatives of affected industries. And
as Rawls repeatedly noted, the simple measure of publicly funding elections
would by itself immensely reduce one of the worst abuses of concentrated
economic power, the perversion of democratic processes through money.33
Meaningful reforms in these dimensions have been made in the past in cap-
italist societies. Who is to say that reform efforts cannot be renewed and
extended? Who could claim to know the point where such reforms reach
their limit? How could anyone know a priori that there even was a limit to
reach?

33 Rawls 2001, p. 149; see also Sandel 2013.
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For the sake of the argument, suppose that these sorts of reforms do have
a limit as long as the present distribution of capital resources remains, and
that this limit would be reached before the normative problems associated
with concentrations of economic power are adequately resolved. Suppose, in
other words, that anti-trust policies eventually prove incapable of removing all
market concentration, and that governments fail to regulate firms to ensure
they operate in a normatively acceptable manner. From the standpoint of
liberal egalitarians, this would still not suffice to justify the conclusion that
private ownership of the means of production ought to be abolished. For the
root of the problemmay not be private ownership of means of production per
se, but the specific shape the distribution of private ownership has taken.

Liberal egalitarians understand that when private ownership of means of
production is concentrated in a fairly small percentage of the population, seri-
ous normative problemswill indeed arise. Suppose, for example, the profitable
actions of privately owned firms impose serious environmental harms and
excessive financial risks on the society as a whole. Their owners may be neg-
atively affected themselves to a certain extent. But they will simultaneously
benefit from the profits arising from the activities in question, and when there
is concentrated private ownership of the means of production, the benefits
from the harmful activities are concentrated as well. Historical experience has
established that those enjoying the concentrated benefits generally grant them
far greater weight than their share of the harms. This gives them a strong
reason to mobilise effectively to block public policies seeking to reduce envir-
onmental harms and financial risks significantly. If they cannot do this through
the ‘revolving door’ or campaign contributions, they have the power and the
motivation to search for some other effectivemeans of blocking those policies.

Now suppose that private ownership of units of production and distribu-
tion becomes far more dispersed. Perhaps every individual receives a share in
mutual funds designed to track the Standard and Poor 500 at birth, or a lump
sum at reaching the age of maturity, capable of being used in whole or in part
to purchase equities.34 Such a policy, like basic income guarantees, would help
the social world more closely approximate the fair distribution of resources
and opportunities whose normative importance is so central to liberal egalit-
arian thinking. The more relevant point in the present context is the fact that
dispersed private ownership of means of production does not have the same
pernicious social consequences as concentrated ownership. The asymmetry

34 Liberal egalitarian proposals along these lines are discussed in Ackerman 1980, Ackerman
and Alstott 1999, and Ackerman, Alstott, and Van Parijs 2006. (See Chapter 7 below).
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between the dispersed nature of the harms and their very concentrated bene-
fits would be eliminated. This change by itself would instantly remove what
liberal egalitarians regard as perhaps the major impediment to the effective
regulation of economic practices.35

These considerations suggest that Marx assumed far too quickly that the
abolition of private ownership of the means of production was required to
overcome the deformities of nineteenth-century capitalism. He generalised
from the normative shortcomings of his own day to the claim that private
ownership of the means of production was always and everywhere essentially
unacceptable. This generalisation was, once again, far too hasty. Marx failed to
see that the dispersion of private ownership could be sufficient to overcome
the normative problems associated with concentrated economic power. Or so
liberal egalitarians suppose.

An Illegitimate ‘Economism’
What explains why Marx committed the hasty generalisations described
above? Most non-Marxists would trace the root of the problem to an ‘econo-
mism’ that led Marx to drastically underestimate the scope within capitalism
for addressing issues of serious normative concern politically. The political
realm is not reducible to economic considerations, as Marx seems to have
assumed. It not only has considerable autonomy from the economy, but also
considerable power to regulate economic activity. When this autonomy and
power is combined with democratic political institutions, liberal egalitarians
assert, a space is created inwhich significant reforms of capitalism are possible.
Meaningful reforms have in fact been undertaken in the past that have unques-
tionably made capitalist market societies more normatively attractive. Liberal
egalitarians insist that neither the possibility of future reforms nor their poten-
tial normative significance should beunderestimated.Marx’s economismmust
therefore be unequivocally rejected.

A Series of Failed Predictions and an Objectionable Philosophy of
History

It would be extremely surprising if a theoretical framework including out-
moded and refuted foundations, hasty generalisations on most crucial sub-
stantive matters, and an unacceptable reductionism, were capable of gener-

35 For good measure, the intergenerational reproduction of the gulf between the most
advantaged and the least advantaged groups in society, a gulf in profound tension with
liberal egalitarian values, would also be undermined, according to defenders of this
proposal. See Ackerman and Alstott 1999.
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ating accurate predictions. It is generally agreed that Marx made numerous
predictions about the future course of historical developments that failed to
occur, and that this failure reflects fundamental weaknesses in his theoretical
framework. A list of Marx’s most striking incorrect predictions includes the
inevitable immiseration of the workers, the inevitable disappearance of small-
scale independent producers (the ‘petit-bourgeois’), and the inevitable fall of
profit rate. His most striking failed prediction, of course, is that capitalism was
bound to collapse and a socialist revolution to occur inWestern Europe in the
relatively near future. Marx’s specific predictions are widely taken to reflect a
commitment to a teleological philosophy of history. According to this reading,
Marx held that there is an inner logic determining the general course of histor-
ical development.

The failure of Marx’s specific predictions, and unacceptability of his sup-
posedly teleological determinist view of history, led Eduard Bernstein and
other leading members of the Social Democratic Party in Germany to move
from Marxism to left liberalism at the turn of the twentieth century. Today’s
liberal egalitarians can be seen as Bernstein’s progeny.36

An Inadequate Appreciation of the Normative Significance of the
Private/Public Distinction

Anothermajor reason for liberal egalitarians to distance themselves fromMarx
also has to dowith his call to abolish private ownership of themeans of produc-
tion. More specifically, it concerns what is perhaps the most profound worry
about Marx’s position from a liberal point of view. Stated starkly, the concern
is that the abolition of private ownership of means of production abolishes the
separation of economic and political power, with extremely pernicious con-
sequences.

The striking inefficiency of centralised (politicised) planning of economic
life certainly counts as a pernicious consequence. Left liberal theorists accept
market societies in good part to avoid the level of inefficiency that has beset
centrally planned economies. However, this is hardly the only relevant consid-
eration. Restricting excessive political power is, if anything, evenmore import-
ant.

It is one thing to grant that Marx was not himself a proto-Stalinist.37 It is
quite another to deny that when economic power and political power are con-

36 Bernstein 2013.
37 His defence of the practices of the Paris Commune, in particular, the way all officials were

elected, subject to recall, and paid only average workers’ wages, should be recalled here
(Marx 1986a).
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joined, as he advocated, there is a great danger that the conjoined power will
be abused. Whatever normative problems might arise with private ownership
of the means of production, it seems reasonable to fear the union of eco-
nomic and political power much more.38 Private ownership of capital, for all
the concerns it raises, at least operates as a check on the power of those con-
trolling the state apparatus in principle. Preserving that check is a crucial ele-
ment of the liberal heritage; it is one that liberal egalitarians have no wish to
renounce.

In liberals’ estimation, Marxian theorists have not sufficiently appreciated
the seriousness of this issue. Marx’s evaluation of rights may have been more
complex than is often acknowledged, and he did call for a world where ‘the
full and free development of every individual forms the ruling principle’.39 But
themerging of political and economic power he advocated risks sacrificing the
interests of individuals for the sake of what those in control of the merged
power deem to be in the public interest (which not too surprisingly usually
coincides with their perceived self-interest). From the liberal egalitarian stand-
point, Marx did not sufficiently recognise the extent private property rights –
including rights to own means of production – create a social space at least
somewhat protected from the intrusion of public officials, or the way in which
a denial of those rights eliminates that space, heightening the risk of intrusion
by state officials with heightened coercive powers.

On its deepest level liberalism is defined not by the advocacy of freemarkets
associated with classical liberalism, libertarianism, or contemporary neoliber-
alism, but by the thesis that the individual is the basic unit of normative con-
cern. Liberal egalitarianism rejects the unqualified defence of market societies,
incorporating numerous criticisms of Marx’s. But Marx’s position leaves indi-
viduals too vulnerable to the fusionof economic andpolitical power thatwould
result from abolishing private ownership of the means of production. From
this standpoint, liberal egalitarianismwould appear to be a farmore defensible
normative social theory than either the market fundamentalism of traditional
liberalism or the Marxian alternative.

38 This line of thought was a crucial factor in MaxWeber’s rejection of socialism, along with
Marx’s relative neglect of the importance of cultural factors in social history (Weber 1994).

39 Marx 1976a, p. 739.
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Conclusion

In the first part of this chapter I argued that a number of standard Marxian
reasons for condemning liberalism simply do not apply to liberal egalitarian-
ism. Liberal egalitarians do not accept metaphysical individualism, affirming
instead the ontological priority of the social. Their affirmation of rights does
not rest on an illicit individualistic metaphysics. They do not extrapolate from
the formal conditions of contractual exchange to supposedly ‘natural’ norm-
ative principles. Nor do left liberals embrace the simplistic and incoherent
demand that everyone received an equal amount of everything.

In the last part of the chapter I presented three reasons why liberal egalit-
arian theorists distance themselves fromMarx’s legacy. First, the foundation of
Marx’s theory, the labour theory of value, has been almost universally rejected
for a variety of apparently compelling reasons. Second, Marx’s absolute con-
demnation of wage labour and private ownership of the means of production
is viewed as unwarranted. Many of Marx’s objections may have been justified
whendirected against thewage relations andabuses of concentrated economic
power of his day. Many continue to have force today. But there are good reas-
ons to refrain fromoverly hasty generalisations from these cases, since there are
possible forms of wage labour and private ownership of productive resources
that escape these criticisms. Profound reforms have occurred before in capit-
alist market societies (the abolition of slavery, universal suffrage, laws limiting
the length of the working day, and effective anti-trust and anti-poverty pro-
grammes, and so on). Further reforms are surely possible. Third, the basis of
Marx’s hasty generalisations, his ‘economism’, must be rejected as well. Fourth
and finally, history teaches the tragic lesson that fusions of economic and polit-
ical power are immensely dangerous. As long as the possibility of piecemeal
reforms remains open, it does not seem reasonable to risk the severe abuses
that might result from the fusion of economic and political power in the same
hands.

No doubt other arguments could be added to the liberal egalitarian case
against Marx. They would, I think, merely reinforce the conclusion liberal
egalitarian theorists reach on the basis of the above considerations. In their
view, a portion of whatMarx said continues tomake sense. Butmuch of it does
not, and must be considered of merely historical interest. And those parts that
do continue to be valuable can be developed in a clearer and more defensible
form within a liberal egalitarian framework.

Within this framework themost important roots of thenormative shortcom-
ings of contemporary market societies do not lie in wage labour or the private
ownership of means of production. They are located instead in the absence of a
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sufficiently strongpoliticalwill to institute the background conditions required
formarkets tooperate in anormatively acceptablemanner.The theoretical pro-
ject of liberal egalitarians is to show that suchpolicies arenormatively required.
Their practical programme is to contribute to social struggles that aim at insti-
tutionalising necessary reforms bymaking the strongest possible case for these
reforms in the public sphere.

Liberal egalitarians are, I believe, mistaken to consider Marx as just another
figure in intellectual and political history. For all his limitations and errors,
what he got right goes to the very heart of our social world. It continues to
be overlooked by social theorists to the great detriment of their positions.
Marx’s theorywill not behistorically outmodedunless a historical rupture from
the present social order occurs, or a new theoretical and practical framework
appears incorporating Marx’s key insights. The remainder of this book will
attempt to defend these assertions.
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The Beginning Level of Marxian Theory

When we assess a theoretical position, we should focus on the best ‘all things
considered’ interpretation of its central tenets. In this chapter I shall develop
what I take to be a defensible version of Marxian social theory, reasonably faith-
ful to what we find in Marx’s texts. This interpretation, like all others, recon-
structs these texts in some respects, and develops them in others. I shall not
attempt the impossible task of establishing what Marx ‘really’ meant. My goal
is to explore the intellectual and political challenge to liberal egalitarianism
presented by what I take to be the features of Marx’s thought of greatest con-
temporary import. When I speak of ‘Marx’s theory’ or ‘Marxian theory’ below,
these phrases should be taken as shorthand for referring to those features.

The key topic of Marx’s theory is announced in the title of his masterwork:
Capital. Marx’s major theoretical works, however, do not begin with the rel-
atively complex concept of capital. The aim of these works is to develop a
critique of political economy through a systematic reconstruction of the essen-
tial determinations (‘social forms’) of the capitalist mode of production, and
the reconstruction begins with the simplest and most abstract determinations
of a capitalist social order. It then moves step-by-step to progressively more
complex and concrete determinations.1 In the first section of this chapter I
shall discuss the initial level in Marx’s account, prior to the introduction of the
concept of capital. The remainder of the chapter will be devoted to the norm-
ative implications of the social forms considered at this early level.

I have done my best to be as clear as possible. But it should be acknow-
ledged that the core of Marx’s account of modern market societies is more
complicated than the basic ideas at the heart of non-Marxian economics, even
if elaborations of the latter reach extreme heights of mathematical complexity.

1 ‘The work I am presently concerned with is a Critique of Economic Categories or, if you like,
a critical exposé of the system of the bourgeois economy. It is at once an exposé and, by the
same token, a critique of the system’ (Marx 1983, p. 268). This project bears a strong fam-
ily resemblance to the systematic dialectics of Hegel’s major works, although we should not
underestimate the extent to which Marx creatively modified Hegel’s methodological frame-
work. See Reuten and Williams 1989, Smith 1990, Backhaus 1997, Arthur 2002a, and Smith
2014, 2015a, as well as the contributions to Moseley and Smith 2014. (I should mention in
passing that I do not think the debate betweenMarxism and liberal egalitarianism ultimately
comes down to the status of systematic dialectics as a methodological framework).
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The latter also has the great advantage of being deeply ingrained in the every-
day common sense of most people today. Marx challenges that common sense
as profoundly as radical theorists of an earlier era challenged the then com-
mon sense everyday view that kings have a divine right to rule. It is not easy
to articulate this sort of challenge in terms that are immediately intelligible
to people who have accepted common sense views. Every reasonably edu-
cated person today immediately understands what the proposition ‘free trade
provides mutual benefits’ means; this cannot be said of the assertion ‘It is only
by being exchanged that the products of labour acquire a socially uniform
objectivity as values, which is distinct from their sensuously varied objectiv-
ity as articles of utility’.2 I understand the impatience of readers who would
prefer to skip over the explication of the phrase ‘socially uniform objectivity
as values’ and jump right to Marx’s challenge to left liberal social theory. If we
wish to understand the nature of that challenge adequately, however, there are
no shortcuts.

The Beginning Level of Theoretical Abstraction (1): The
Commodity, Value, Abstract Labour

The first sentence of the first volume of Capital states that ‘The wealth of
societies in which the capitalist mode of production prevails appears as an
“immense collection of commodities”; the individual commodity appears as
its elementary form’.3 From the very beginning, then, Marx invokes the crucial
distinction between transhistorical and historically specific social theories,
informing us that Capital is of the latter type. Every society has some notion
of ‘wealth’; it is a transhistorical category, applicable to all societies. As such it
is a relatively indeterminate, relatively empty notion. In every society wealth
appears in some determinate form or other; in capitalist societies it appears in
the formof commodities.4 This provides a provisional justification for selecting
the commodity form as the starting point.

Marx’s initial sentence also informs us that his theory is directed towards the
comprehension of ‘societies in which the capitalist mode of production pre-
vails’, that is, with capitalistmarket societies. This should be taken as an implicit
rejection of methodological individualism, with its explanatory focus on the

2 Marx 1976a, p. 166.
3 Marx 1976a, p. 125.
4 Murray 2002.
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micro level beliefs, goals, and actions of individual agents. Marx instead begins
with a macro level object of investigation, the capitalist mode of production,
comprehended initially as a society of generalised commodity production and
exchange.The beliefs, goals, and actions of individuals are to be comprehended
from the point of view of this historically specific mode of social organisa-
tion.

Generalised commodity production and exchange does not mean the utter
absence of any other way of producing and distributing things. Marx is well
aware that there never has been, and never will be, a society where each and
every product is produced as a commodity to be exchanged, or where every
exchanged commodity was produced by human beings. Many goods and ser-
vices in modern society are produced within households for direct use within
those households. Marx also would not have to be told that governments often
produce goods and services directly for use (roads, other forms of infrastruc-
ture, military supplies, and so on), or that things can be sold that were found
rather than made.5 Marx’s claim is simply that in the historically specific soci-
eties he is investigating, wealth generally takes the form of commodities pro-
duced for sale, and so a representative product (good or service) on this begin-
ning level of abstraction accordingly must be categorised as a product pro-
duced in the social form of a commodity for sale. Generalised commodity
exchange, in other words, is conceptually inseparable from generalised com-
modity production; they are two sides of the same coin (when one term is used
here the other should be taken as implied).

The fact that generalised commodity production and exchange is an essen-
tial feature of contemporary society is acknowledged in both Marxism and
liberal egalitarianism. Liberal egalitarian theorists, however, would ask why
this economic consideration should be privileged from the start over other
defining features of the modern social world. Many liberal egalitarian fem-

5 The fact that found objects (most importantly, natural resources) can be commodities is
irrelevant in the present theoretical context, despite the innumerable times it has been
introduced to refute Marx. No mode of production operating on an extensive scale and
capable of being reproduced over time could ever be based on the exchange of found objects.
Found objects are therefore of no interest at a stage of the theory where we are investigating
the main social forms distinguishing one historically specific mode of production from
others.Marx considers ‘foundobjects’ inhis brief digression inVolume 1onproducts that have
a price but no value and,more systematically, in the extensive discussion of rents inVolume 3.
These are important topics. But Marx would insist that an adequate understanding of them
in a social world in which wealth generally takes the commodity form can only be developed on
the basis of a prior comprehension of commodity production.
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inists would consider gender relations in the household and beyond as the
appropriate starting point for social theory. The modern family, after all, also
possesses historically specific features setting it apart from the paradigmatic
family structures and processes of pre-modern societies. There are also his-
torically specific features of modern constitutional democracies distinguishing
them from pre-modern state structures and processes. If the state has primary
responsibility for the justice of a society, as Rawls asserts, why not begin by
investigating whether an overlapping political consensus on matters of justice
can be articulated? Or if an emphasis on the state is no longer fitting in our
globalised world, why not begin with an account of the emerging global order,
as Pogge and Held do? Habermas rejects Marx’s starting point on different
grounds, insisting that the key to comprehending the social world is to com-
prehend the structure of ‘post conventional’ moral-practical consciousness
attained in the modern phase of social evolution. This would make the cul-
tural realm,where the structures of moral-practical consciousness first emerge,
the appropriate place to begin. Many other liberal egalitarians would follow
Walzer, refusing to grant any one sphere of social life primacy over others.6
There is one point on which all left liberals would agree: from the very begin-
ning of his theory Marx assigned the economic realm far too much weight.
Whether he was the economic reductionist he has so often been taken to be
remains to be seen. But at the very least from the liberal egalitarian perspective
there seems to be something arbitrary and problematic about Marx’s starting
point.

Suppose, however, for the sake of the argument we go along with Marx’s
choice to begin with generalised commodity production and exchange. Why
begin with ‘the commodity’ rather than with the agents engaging in commod-
ity exchange? The normative model of institutions presented in Chapter 2
includes an economic system of generalised commodity production and ex-
change. This system is affirmed by liberal egalitarians on the grounds that so
long as the appropriate background conditions are in place market societies
will both institutionalise the mutual recognition of co-subjects as free and
equal and efficiently provide the material preconditions for human flourish-
ing. From this perspective the worry arises thatMarx’s choice to begin with the
things exchanged, rather thanwith the free choices andwell-being of exchang-

6 The appeal to ‘complexity’ inWalzer’s central principle of ‘complex equality’ echoesWeber’s
commitment to methodological pluralism. The appeal to ‘equality’ makes his position a
variant of liberal egalitarianism in the broad sense of the term used here, albeit one granting
considerable weight to communitarian themes. SeeWalzer 1983.
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ing agents, rules out from the beginning a positive assessment of thismanner of
organising economic life. It is people whomatter, not the commodities people
exchange. From the liberal egalitarian standpoint, then, Marx appears to go
down the wrong path.

In systematic theories like Marx’s, the ultimate justification of the starting
point can only be formulated at the theory’s conclusion, when the starting
point can be assessed from the standpoint of the account as a whole. There
are three preliminary points, however, that can be mentioned quickly now to
alleviate the above worries, at least to a degree.

First, in Marx’s systematic ordering, as in Hegel’s, the determinations intro-
duced on later, more concrete and complex, levels of abstraction are required
for full theoretical comprehension of the object of inquiry no less than the
more simple and abstract determinations introduced at the beginning are.
These later determinations do not refer to mere epiphenomena that can be
dismissed as unimportant.

Second, the later determinations are taken to be implicit in the starting
point. Marx initially intended his systematic project to include separate books
onwage labour, the state, and foreign trade and theworldmarket.7Marxdidnot
live to compose even drafts of these projected works. Nonetheless, it is implicit
from the beginning of Marx’s account that commodities are produced by social
agentswhohave been nurturedwithin households and socialised into cultures,
in processesmediated by the state and global relations, even if detailed analysis
of the complications that arise from these features of social life are postponed
until later, more concrete, levels of abstraction.8 This implies that for Marx
there is no ‘pure’ economic sphere operating in independence fromhousehold,
political, or cultural factors. (Of course this also implies that there is no ‘pure’
form of modern household, state, culture, or regime of global governance that
can be defined adequately apart from its relationship to commodity produc-
tion).

Third, Marx’s methodological framework does not imply that an early de-
termination with systematic priority in the ordering possesses causal priority
in concrete historical processes. The attempt to explain every concrete devel-
opment in gender relationswithin households, every decision by state officials,
every cultural fad, every international agreement, by tracing its causal roots
back to the commodity form is a madness not implied by Marx’s systematic

7 Marx 1986b, pp. 160, 194–5.
8 The unwritten book on wage labour, for example, would have been the appropriate place

to discuss family structures, gender roles, and the role of cultural beliefs in socialisation
processes.
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theory. Marx himself avoided that implausible assumption in his journalistic
writings and political essays.9

We can, of course, still ask whether there is some non-arbitrary reason to
begin with ‘the commodity’ rather than the family, the state, moral-practical
consciousness, the global order, or some other alternative. In the absence of a
convincing reason, Marx’s starting point will continue to appear arbitrary. At
this point nothing rules out the possibility that Marx was in fact committed to
a reductionist ‘economism’, unable to grant non-economic factors their appro-
priate weight. But the mere fact that Marx begins his account with the com-
modity form does not imply that an untenable reductionism is built into either
his general methodological framework or his choice of beginning point.10

We are also not in a position at this very early stage of the argument to
propose a fullMarxian response to theworry that beginningwith ‘the commod-
ity’ rather than with the persons who freely choose to engage in commodity
exchange rules out from the start a proper appreciation of the positive fea-
tures of market societies. But two points can be made provisionally. First, as
we shall see there is a sense in which Marx highlights, rather than overlooks,
the freedom, equality, andmaterial productivity of generalised commoditypro-
duction, relative to what went before in human history. Second, however, Marx
insists that this is a historically specific and quite limited form of freedom,
equality, and productivity, with both the specificity and the limits crucially
shaped by the fact that products generally take the form of commodities. If we
do not examine the commodity form first, Marx would say, there is a great risk
of making unqualified proclamations about freedom and human flourishing
when extremely strong qualifications of those statements are in order.

These preliminary responses must suffice for now, as we turn to the details
of Marx’s account of ‘the commodity’.

It is a tautology to say that in every possible social formation the products
contributing to material reproduction possess some sort of usefulness; to con-
tribute to material reproduction is to be useful. This obvious point holds for
products produced as commodities as much as for any other type of product.
In generalised commodity production, commodities are generally produced in
the hope that potential buyers will consider a product with a particular set
of qualities sufficiently useful to justify its purchase. The ‘use-value’ of a com-
modity refers to the (indeterminate) range of ways a particular product can
address (or be hoped to address) one or more of an (indeterminate) range of

9 See, for example, Marx 1980.
10 This issue will be a major topic of Chapters 7 and 8.
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wants and needs of an (indeterminate) range of possible purchasers, thanks to
the concrete qualities it possesses due to its physical structures and the (inde-
terminate) range of cultural resonances associated with those qualities. At the
root of use-values, then, we find the ‘natural’ properties of things, alongside the
(socially constructed) cultural resonances associated with them.11

Unlike products playing a role in the material reproduction of other social
formations, in generalised commodity production products simultaneously
possess a quite distinct property, exchange-value, definedprovisionally in terms
of the ratios a particular product could be traded for other commodities. In
generalised commodity exchange, products are by definition produced for
exchange, that is, in the hope they will have a positive exchange-value. (If they
cannot be exchanged, they have an exchange-value of zero).

As his reflections deepened, Marx introduced an explicit distinction
between ‘exchange-value’ and ‘value’.12 The meaning of the latter term can be
explicated in two ways, each referring to the same special property of com-
modities. The first stems from the fact that in generalised commodity exchange
any given commodity with exchange-value can generally be exchanged for any
other commodity with exchange-value in some ratio or other, indirectly if not
directly. This implies that any commodity with the (relational) property of
exchange-value also has the (intrinsic) property of universal exchangeability,
or value. In contrast to the qualitatively diverse concrete properties that are
the basis of the use-values of commodities, value is a quantitative, homogen-
ous, and abstract property.13 It obviously is not a ‘natural’ property that can be
directly perceived or investigated with the aid of a microscope or by chemical
analysis. It is, as Marx states, a ‘social’ property in the sense that it comes to be
possessed by a product due to the role that product plays in a system of social
relationships, more exactly, its role in social reproduction.

This brings us to a second explication of the meaning of the term ‘value’.
In the historically specific division of labour that is generalised commodity
production, the production of goods and services is (generally) undertaken

11 ‘Natural’ here refers to the sort of properties the natural sciences investigate. The most
artificial ingredients placed in our meals by the food industry count as ‘natural’ in this
sense of the term.

12 ‘Value’ in this context is obviously quite different from the notion of normative value
employed in everyday life and moral philosophy. One of the main themes of this book
is to relate these different notions of value.

13 Value is inherently quantitative in that it reflects how much privately undertaken labour
has been socially validated; it is homogenous and abstract in that the heterogeneous and
concrete features of different formsof activity (writing software, driving abus) are abstrac-
ted from.
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privately by individual units of production. These units do not know ex ante if
they will succeed in exchanging the products they have produced. The social
necessity of the privately undertaken production can only be established ex
post, through successful exchange. This arrangement defines a historically spe-
cific form of human sociality, appropriately termed ‘dissociated sociality’.14
‘Dissociated’ refers to the way production is undertaken privately by separ-
ate (‘dissociated’) producers, who are in turn separated (‘dissociated’) from
potential buyers. ‘Sociality’ refers to the fact that products are not produced
for private use, but for sale to other members of society to meet their wants
and needs. When the social validation of privately undertaken production
occurs through sale in themarket, the product then acquires the abstract prop-
erty, value, understood now as the property ‘produced by privately undertaken
labour whose social necessity has been socially validated’.15 This definition
of value both implies, and is implied by, the definition in terms of ‘universal
exchangeability’.

A leading strand in the history of Marxian thought has proclaimed that
‘value’ is essentially a category of production. I do not believe this is the case.
If wemake the simplifying assumption that supply and demand are in equilib-
rium, all privately undertaken production is socially validated by assumption.
In this very special case we may discuss value-producing production without
explicitly considering exchange. This, however, is only because successful ex-
change has been presupposed. It is perfectly legitimate to employ this sim-
plifying assumption in many theoretical contexts, since we can then examine
specific aspects of generalised commodity production and exchange without
having to refer back constantly to matters that are not salient in the given con-
text.Marxmadeuse of the Supply =Demandassumption inmuchof Capital for
this reason.16Nonetheless, the crucial categories of Marx’s theory (‘commodity’,

14 Kant used the term ‘asocial sociability’ to describe what he took to be a transhistorical
feature of the human condition: human beings simultaneously need to be with other
humans, and ceaselessly come into conflict with them (Kant 1991). The modified phrase
employed here (‘dissociated sociality’), in contrast, applies to the historically specific
social division of labour in societies incorporating generalised commodity production.
See Reuten andWilliams 1989, pp. 55–9. Smith 1990, pp. 75–7.

15 ‘Social necessity’ is to be taken in the historically specific sense relevant to generalised
commodity production: there is effective demand for a product, demand with purchasing
power behind it. Socially wasted production in this sense may still be ‘necessary’ in other
senses of the term. (Food going to waste because no one purchases it remains necessary
for malnourished social agents who cannot afford to purchase it – in a different sense of
the term).

16 See Marx 1976a, pp. 201–2, Patnaik 2009, pp. 128–9.
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‘value’, and so on) cannot be adequately conceptualised under this assumption.
Marx’s category ‘value’ is primarily designed to capture thehistoricity of a social
order in which there is a gap between purchase and sale, a risk that a unit of
productionmay have engaged in endeavours that turn out to have been socially
wasted when no purchaser can be found. If follows that ‘value’ is neither a cat-
egory of production, nor a category of exchange, but a category of mediation
between the two, expressing the unity-in-difference of privately undertaken
production and the exchange that establishes its social necessity. We may still
of speak of ‘value’ in Marx’s sense of the term prior to exchange, but only if we
remember that we are speaking of merely potential value or anticipated value
(the term ‘prevalidation’ is often used in this context).17

As the second elucidation of the meaning of ‘value’ suggests, there are
two ways of comprehending the labour that produces products in generalised
commodity production, paralleling the distinction between use-value and
exchange-value. The first is to see it as privately undertaken concrete labour,
in which a range of qualitatively diverse capabilities are called into play to pro-
duce qualitatively diverse products with qualitatively diverse properties. This
dimensionof labour corresponds to theuse-valuedimensionof thoseproducts.
If concrete labour is not socially validated through exchange, no additional
dimension of labouring emerges as a social fact. But if social validation does
occur, the labouring that produced the product now acquires a new object-
ive property paralleling the new objective property the product in question
acquires (‘value’).Whatever the qualitative heterogeneity of different concrete
labouringsmight be, insofar as they are socially validated they acquire the qual-
itatively homogeneous property of being value creating. If the term ‘concrete
labour’ is used to refer to heterogeneous activities involving heterogeneous
capabilities in the production of commodities with heterogeneous properties
and use-values, the term ‘abstract labour’ can be used to refer to the same acts
of labouring insofar as they all instantiate the same abstract and homogenous
property of producing commodities with value.

We saw in theprevious chapter that liberal egalitarians reject the elements of
Marx’s legacy that cannot be directly translated into liberal egalitarian terms.
A first criticism, widely shared among contemporary social theorists, is that
Marx’s theory of value is an outmoded idea that simply cannot be taken seri-
ously today. But are not products still generally produced today in the hope that
they will have the property of (direct or indirect) universal exchangeability? In
other words, do not those involved in production and distribution expect to be

17 See Elson 1980, Rubin 1973, Smith 1990, Reuten andWilliams 1989, and Backhaus 1997.
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able to purchase the commodities they want or need from the proceeds from
selling their products? Is it not still the case today that the production of com-
modities is generally undertaken privately, and must prove its social necessity
in exchange? And is not the property ‘value’, understood in terms of universal
exchangeability and the social validation of privately undertaken production,
still a distinguishing feature of the historically specific form products generally
take in our social world, the commodity form? If the answer to these questions
is ‘yes’, as it surely is, then we should not be too quick to assert that Marx’s the-
ory is not relevant to contemporary circumstances.

Perhaps, a liberal egalitarian might reply. But who denies that products are
produced for sale in market societies? The specifically Marxian theory of value
is the labour theory of value and it is that aspect of the theory that supposedly
faces insuperable difficulties:

1. Marx apparently holds that the ‘value’ of a commodity is somehow
determined by the socially average labour time directly and indirectly
‘embodied’ in it, as somehow measured by such homogenous units of
time (or units of energy per unit of time), and that this value somehow
explains why the prices of commodities are what they are. This seems to
presuppose that it is possible to somehow reduce complex activities in
the labour process to simple physiological exertions in time. This can be
doubted. Even if it were possible in principle, it would surely be next to
impossible to carry out as a practicalmatter. And even if that could some-
how be done, it would be pointless to do it. How could an understanding
of the social world be deepened by ignoring the distinction between, say,
the activities of writing a computer programme and driving a bus?

2. There is also the obvious problem that the production of commodities
requires non-labour inputs, and it is impossible to establish that all non-
labour inputs are ultimately reducible to labour inputs, since human
production always depends on the gifts of nature.

3. Finally, if we ignore all these issues and recklessly just assume that the
economy can bemodelled by assigning all inputs and all outputs a ‘value’
measured in homogenous units of abstract labour (in the above sense of
the term), the dreaded ‘transformation problem’ still looms. Some way to
‘transform’ the value system into the price system must be found. With
sufficient assumptions this can be done, but only at the cost of limiting
the application of the theory to very special cases. Nor is there any reason
to think that the value equations explain anything, since the informa-
tion required to formulate the value equations is also sufficient to for-
mulate the price equations directly, without going through the unneces-
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sary detour of the value system.18 Given these and other difficulties, if
Marx’s thought rests on this sort of labour theory of value, there would
be no compelling reason to take his theoretical framework as more than
of merely historical interest, however insightful this or that fragment of
his thought might continue to be.

A response to these criticisms must be attempted here, even if it can only be
provisional:

1. In discussion of Marx’s notion of value it is crucial to distinguish ‘concrete
labour considered abstractly’ and ‘abstract value producing labour’.19 The
former refers to a thought construct created by taking various instances
of concrete labour and abstracting away all the heterogeneous capabil-
ities and practices that distinguish one form of concrete labouring from
another. The result of considering concrete labour abstractly in this man-
ner is some sort of notion of exertions of homogeneous units of energy in
homogeneous units of time.Marx’s notion of abstract labour is not that of
concrete labour takenabstractly.20Marx regularly and insistently reminds
us that his object of investigation is the capitalist mode of production,
understood as a historically specific social order. ‘Abstract labour’ under-
stood as ‘concrete labour taken abstractly’ is a transhistorical notion, as is
the concept of ‘value’ based upon it. If it were somehowpossible to fix the
‘value’ of commodities in generalised commodityproductionby consider-
ing the concrete labour that produced themabstractly, itwouldbe equally
possible in principle to fix the ‘value’ of the products of anymode of pro-
duction in this fashion. If Marx’s positionwere interpreted in these terms,
then, the concepts of ‘abstract labour’ and ‘value’ would not contribute
to comprehending generalised commodity exchange in its full historical
specificity. But Marx’s theoretical project is precisely that! Surely a min-
imally charitable reading would ask if there is an understanding of the
terms ‘value’ and ‘abstract labour’ operating in Marx’s texts that would
actually further his project.21 ‘Abstract labour’, understood as labour that

18 Steedman 1977.
19 This is, I believe, equivalent to the distinction between ‘abstract labour’ and ‘practically

abstract labour’ made in Murray 2000.
20 This is equivalent to saying that Marx’s theory of value is not Ricardo’s.
21 See Backhaus 1997, Murray 2000, and Reuten 2000 for discussions of the extent to which

Ricardian residues can be discerned inMarx’s texts. Since I am concernedwithwhat I take
to be the best ‘all things considered’ reading, I do not have to take a stand on the question
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produces products with ‘value’ in the sense of universal exchangeabil-
ity (or, equivalently, in the sense of having been produced by privately
undertaken labour that has proven to be socially necessary) meets this
criterion. Abstract labour in Marx’s sense is a ‘real abstraction’ generated
within generalised commodity productionandapplicable only inmodern
capitalism. It is the result of a ‘practical abstraction’ occurring behind the
backs of social agents when the social division of labour takes the form of
dissociated sociality.22

2. Further,Marx is not primarily concernedwith the processes of producing
and distributing products, or with the various sorts of inputs that are
required for the production of outputs. His primary concern is with how
social relations in generalised commodity production and exchange are
mediated through commodities and value.23 He does not claim that the
contribution in use-value terms of the various inputs to the physical
process of producing outputs can be satisfactorily measured by units
of homogeneous units of labour time. Marx’s goal is to comprehend
how a society characterised by dissociated sociality can be reproduced
over time, despite the fact that the production and exchange of socially
necessary goods and services is undertaken privately, without ex ante
coordination. His concept of value is meant to provide the answer to that
question: a social division of labour capable of underlying the material
reproduction of society is established through the imperative imposed
on concrete heterogeneous labour to simultaneously be abstract value
producing labour. The main point of Marx’s theory of value, then, is to
show that the ‘dissociated’ relationships among producers, and between
producers and final consumers, are coordinated through commodities
with value.24 This is not at all the same as asserting that all inputs to

as to whether the blame for Ricardian (mis)readings of Marx lies more with him or with
his readers.

22 ‘Men do not therefore bring the products of their labour into relation with each other as
values because they see these objectsmerely as thematerial integuments of homogeneous
human labour. The reverse is true; by equating their products to each other in exchange
as values, they equate their different kinds of human labour’ (Marx 1976a, p. 166).

23 This is, of course, the main theme of the concluding section of Chapter 1 of Capital on
‘fetishism’.

24 ‘The production of commodities must be fully developed before the scientific conviction
emerges, from experience itself, that all the different kinds of private labour (which are
carried on independently of each other, and yet, as spontaneously developed branches of
the social divisions of labour, are in a situation of all-rounddependence on each other) are
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the physical process of producing outputs can be satisfactorily reduced
to units of homogeneous units of labour time.

3. If Marx’s notion of value is not about an imaginary (hypothetical) system
in which commodities are exchanged according to labour times embod-
ied in them, but rather the social validation of privately undertaken
labour, then the success or failure of Marx’s project cannot be measured
by the success or failure in ‘transforming’ a system of embodied labour
times to a price system. His theory of value is not about embodied labour
times.

Given the countless number of critics who have rejected Marx on the grounds
that he failed to solve the so-called ‘transformation problem’, we should return
to this last point again after considering the next step in Marx’s presentation,
where he establishes that generalised commodity exchange is generalisedmon-
etary exchange.

The Beginning Level of Theoretical Abstraction (2): Money

Commodity exchange cannot be successfully generalised in the absence of
some socially objective measure of value. Value is a social fact; it must be
expressed in a socially objectivemanner if it is to exist at all. If ‘value’ is defined
as ‘privately undertaken labour that has been socially validated through
exchange’, then it is measured immanently, so to speak, by the amount of
socially validated labour. Butwhilewecan, perhaps, go into factories andoffices
with stopwatches to measure the average labour time embodied in commod-
ities, we cannot measure socially validated labour with stopwatches in work-
places, even in principle, since we cannot assume work there will be success-
fully validated. The most we could hope to determine in this way would be a
magnitude of heterogeneous concrete labour times somehow transformed into
homogenous units of embodied labour through some more or less arbitrary
algorithm.

Even if the immense (unsolvable?) theoretical and practical difficulties in-
volved in doing that were somehow resolved, the resulting theoretical abstrac-
tion would not have any objective social force. It would merely be a measure

continually being reduced to the quantitative proportions inwhich society requires them.
The reason for this reduction is that in the midst of the accidental and ever-fluctuating
exchange relations between the products, the labour-time socially necessary to produce
them asserts itself as regulative law of nature’ (Marx 1976a, p. 168).
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of privately undertaken concrete labour considered abstractly. This privately
undertaken labour could still be so inefficient it was all socially wasted, with
no valuewhatsoever produced. Further, even products produced in the socially
average time (or less) may still not be successfully exchanged, since other units
of production may have introduced product innovations lessening or elimin-
ating demand for the particular commodity in question. Or production in the
given sector may in the aggregate exceed the aggregate demand. If so, some of
the concrete labour producing those commodities was wasted and produced
novalue, despite the fact that the amount of direct and indirect concrete labour
was nomore than the social average.25 If, finally, the level of labour productivity
was above average, the quantity of abstractly considered privately undertaken
labourmobilised in the actual production produceswill be less than the labour
socially necessary to a commodity with value in the given sector. If a given
quantity of abstractly considered privately undertaken labour can be associ-
ated with a lesser, equal, or greater quantity of abstract value creating labour,
or no value creating labour at all, the two notions of labour cannot be identi-
fied. The proper measure of value lies elsewhere.

The social validation of privately undertaken production occurs through
successful exchange.26 It follows that the socially objective measure of the
value of commodities must be some external thing for which the commodity
is exchanged. The simplest form this external thing could conceivably take
is a single thing for which another single thing exchanges.27 Marx terms the
relationship in which the value of one commodity is expressed relative to
another commodity in a certain ratio the ‘simple form of value’:

x commodity a = y commodity b

Commodity ‘b’ is termed the ‘equivalent form’ in which the value of ‘a’ appears.
(Since the value of ‘a’ is expressed relatively to ‘b’, ‘a’ is termed the ‘relative
form’).

A major difficulty arises immediately with this initial expression of the
equivalent form of value. As noted above, in generalised commodity exchange
a commodity with value is in principle directly or indirectly exchangeable for

25 Marx 1976a, pp. 201–2.
26 ‘It is only by being exchanged that the products of labour acquire a socially uniform

objectivity as values, which is distinct from their sensuously varied objectivity as articles
of utility’ (Marx 1976a. p. 166).

27 The following discussion is based on Section 3 of the first volume of Capital (Marx 1976a,
pp. 138–53).
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any other commodity with value in some ratio or other. ‘Value’ is accordingly
defined as the property ‘general exchangeability (in definite proportions)’. And
so the exchange ratio between a given commodity and a particular object for
which it is exchangeddoesnot adequatelymanifest the valueof the commodity
in question. The latter essentially involves generalised exchangeability, and this
universal aspect of value cannot be adequately expressed in the particular ratio
it is exchanged for another particular object.28

If it were possible to draw up a complete list of all the ratios in which the
specific commodity could exchange with all other objects in the social division
of labour, the universality of value would be manifested:

x commodity a = m commodity b
= n commodity c
= p commodity d
…

Marx terms a list of this sort the ‘expanded form of value’. While it is a concep-
tual advance over the simple form, it raises two irresolvable difficulties. Such a
list can never actually be completed so long as product innovation continues,
and the capitalist mode of production generates product innovations more or
less continuously.No less importantly, ‘value’ – like the abstract labour that pro-
duces it – is qualitatively homogenous. Two commodities differing in countless
ways in the use-value dimension due to their concrete qualitative properties
can be nonetheless homogenous in the value dimension, since both are equally
produced by privately undertaken labour that has been socially validated and
both possess generalisable exchangeability in definite proportions. A list of
all the diverse commodities for which a given product could be exchanged in
some proportion or other would not adequately express the homogeneity of
the value dimension, even if it could somehow be completed.

If we simply reverse the expanded form of value (and divide through by
x), we seem to get the required result, an external thing capable of manifest-
ing both aspects of the value dimension: universality (generalised exchange
requires ameasure in termsof which all commodities are inprinciple commen-
surable with and exchangeable for all others), and quantitative homogeneity:

28 It follows that there cannot be (and therefore has never been) a system of generalised
commodity exchange based on the simple form of value. The ordering of value forms
presented by Marx is logical, not historical. See Smith 1990, pp. 34–5.
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m/x commodity b
n/x commodity c = a
p/x commodity d
…

Marx terms the form taken by ‘a’ here the ‘general form of value’. It has the
requisite universality and homogeneity to provide a socially objectivemeasure
of value. But another major problem arises: any commodity could take on the
general form of value by simply reversing the expanded form of value that can
be constructed for any commodity. If there is an indefinite multiplicity of pos-
siblemeasures, in effect there is no socially objective actualmeasure of value at
all. Yet generalised commodity production requires one. And so it is a necessary
condition of the possibility of generalised commodity exchange that some sort
of social process occurs selecting a specific external thing to take on the general
form of value.29 If commodities are to have the immanent (abstract, homogen-
ous, and social) property of universal exchangeability (or ‘value’), there must
be a particular external thing for which they can be exchanged that has the
(abstract, homogenous, and social) property of universal exchangeability in
a socially objective form. This thing, whatever it is, is money. Once one has
obtained money from a successful sale, in principle it can be devoted to the
purchase of any other commodity. Money is therefore the form in which value
appears in a socially objective fashion.30 As long as there is some particular
thing that has these universal properties, its specific physical make-up is a sec-
ondarymatter. In different historical contexts preciousmetals, pieces of paper,
or electronic blips have served.31

29 Generalised commodity exchange is still possible if more than one thing takes on the
general form of value, so long as each is able to maintain the required universality and
homogeneity. In the first chapter of Capital, Volume 1, Marx abstracts from complications
like this that would have to be considered on more concrete levels of analysis.

30 This provides another justification of the term ‘abstract labour’: in generalised commodity
production, value creating labour is necessarily measured in an adequate form (that is, in
a socially objective manner) by abstract monetary units. Money is a generalised measure
of the extent the concrete direct and indirect labour that has produced the use-values in
question is simultaneously abstract (value producing) labour.

31 Like most other theorists of his day, Marx supposed that money was ultimately tied to a
commodity, gold or silver. It is important to note, however, thatMarx also affirmed that the
formof money specific to capitalism is creditmoney, suggesting that commoditymoney in
his systemwasmore a legacy from pre-capitalist periods than an essential determination.
See Campbell 2002.
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In generalised commodity exchange, privately undertaken labour is valid-
ated as socially necessary through successful sale for money. In this frame-
work, prices are not a measure of embodied labour, but of the degree to which
privately undertaken labour has been socially validated. The success or failure
of Marx’s theory, then, does not rest on being able to derive a system of prices
from a different system of embodied labour values. In the best ‘all things con-
sidered’ interpretation of Marx’s theory of value, there is no ‘transformation’
of values into prices. The best work of Marxian scholarship in recent decades
has demolished the picture of Marx as a ‘dual systems’ theorist who asserts
that units of (simple) embodied labour,measured in physiological exertion per
unit of time, provides the basis for a system of values that then must be ‘trans-
formed’ into a distinct second system of prices.32 That is Ricardo’s framework,
not Marx’s.

For Marx, money prices are the only socially objective measure of value. I
stressed before that Marx’s aim is to comprehend how a society characterised
by dissociated sociality can be reproduced over time, despite the fact that the
production and exchange of socially necessary goods and services is under-
taken privately, without ex ante coordination. We can now see that this is
accomplished through the price system. There are, of course, other tasks the
price system must fulfil.33 But there are not a variety of systems that need to
be ‘transformed’ from one to the next. There is only one system, considered on
a number of different levels of abstraction.34 And the further determinations
of the price system introduced on later levels of abstraction do not affect the
crucial point that any comprehension of it must begin with the way it coordin-

32 See Mattick 1991–2; Moseley 1993, Moseley 2015b. See also footnote 31 in the following
chapter.

33 On the level of abstraction at the beginning of Volume 3 of Capital, for example, Marx dis-
cusses how the price system also adjusts to accommodate a tendency for rates of profit to
equalise within and across sectors, despite different proportions of investment in means
of production and labour power (i.e. differences in the ‘organic composition’ of capital)
and differences in turnover times. On yetmore concrete theoretical levels, adjustments to
the price systemmust also bemade to accommodate the effects of monopolies, advancing
and declining industrial sectors, financial capital, the state, and so on.

34 On the level of the first Volume of Capital the key quantities are the aggregate money
values on the level of society as whole. Volume 2 considers those same quantities, but
now as disaggregated into twomain divisions, one producingmeans of production goods,
the other means of consumption goods. Volume 3 considers the same quantities again,
disaggregated into a multiplicity of industrial and non-industrial sectors. See Moseley
2015b, an indispensable work on this topic, and the discussion in note 40 in the following
Chapter.
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ates the ‘dissociated’ relationships among producers, and between producers
and final consumers, through the circulation of commodities and money. This
point holds as much in our day as it did in Marx’s.

In the systematic ordering of the essential determinations of the capitalist
mode of production to this point Marx has moved from the commodity form
of products to value, abstract labour, and the money form. A close reading of
Capital, the Grundrisse, and Marx’s other systematic works reveals, however,
that none of the determinations in this linear progression can be adequately
definedwithout reference to theothers.They are all ‘equiprimordial’ in general-
ised commodity exchange, to use a bit of Heideggerian jargon. The commodity
is a conjunctionof use-value andexchange-value.This distinctionboth implies,
and is implied by, the facts that 1) privately undertaken labour requires social
validation through exchange, and 2) when such validation occurs the product
requires a new property, value, thanks to which the particular commodity has
universal exchangeability in definite proportions.These determinations in turn
both presuppose, and are presupposed by, the distinction between concrete
labour (which in generalised commodity exchange is privately undertaken and
may or may not be socially validated) and abstract labour (the same labour
considered insofar as it is socially validated in exchange, and thereby value cre-
ating). To this we need only add one further point, at once an implication and
a presupposition of what has gone before: money is required as the form of
value. Without a universal equivalent none of these other determinations of
generalised commodity productionhold.The inevitably linear nature of Marx’s
writings should not prevent recognition of the inherently circular relationship
of mutual determinations inplayhere.35Thediagram that followsdepicts these
relationships.36

The patience of liberal egalitarian readers has undoubtedly been severely
taxed. What, they might well ask, does Marx’s convoluted account of money
have to do with normative social theory? A first, negative, response to this not

35 There has been a heated debate among Marxian theorists regarding whether ‘abstract
labour’ or ‘money’ is the key to Marx’s theory of value. In my view, this debate is thor-
oughlymisguided. (Privately undertaken) concrete labour produces a concrete use-value;
(socially necessary) abstract labour is the same labour insofar as it produces value, an
abstract property of commodities, represented in the real abstraction, money. Value can
only appear in the form of money; the value that appears in the form of money represents
the privately undertaken labour that has proven to be social through successful sale. It’s a
‘package deal’, so to speak.

36 This diagram pictures a representative instance of the totality of commodities in general-
ised exchange.
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figure 1 The initial determinations of generalized commodity production and exchange

at all inappropriate query has been provided already: Marx’s theory of value
should not be dismissed as outdated from the start, and so the possibility that
this theory might be relevant to contemporary normative social theory cannot
be dismissed as quickly as many contemporary social theorists have dismissed
it.

It is now time to make a more positive case.

Normative Considerations

Why, one might ask, is there a need to slog through Marx’s convoluted dis-
cussion of the quasi-metaphysical properties allegedly possessed by value and
money? Surely there are far more straightforward ways to explain why general-
ised commodity production and exchange involves money, most obviously the
familiar account based on the ‘double coincidence of wants’ problem.

The account can be quickly summarised. Suppose I possess some commod-
ity a, while you have a different commodity, b. I would prefer to have b, and
would be happy to give you a in return, but you, alas, have no desire for a. No
exchange will occur, since there is no ‘double coincidence’ of our wants. If we
were then to meet some third person who happens to possess a third com-
modity c that you desire, and if that person were willing to accept a in return,
a three-party exchange could be organised. The need to find a suitable third
party – let alone a fourth or fifth or nth –would obviously drastically restrict the
number of exchanges taking place. Generalised commodity exchange would
never arise, given the inconvenience and time it would take to find the neces-
sary partners. This line of thought establishes that generalised commodity
exchange requires a generalisedmeans of exchange,money, tominimise incon-
venience and time demands. Once a generalised means of exchange has been
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established I can simply sell my unwanted commodity to anyone who desires
it, and then use the money I receive to buy a commodity I do want from
anyonewho has it to sell. On this view,money is inherently ameans formaking
exchangemore convenient and efficient. Oncemoney is established as ameans
of circulation two other important functions arise as well: money serves as a
measure of value (with ‘value’ understood in this context simply as the price
that balances supply and demand), and as a store of value (understood as
purchasing power over time).

This account of money is accepted by liberal egalitarians, whether explicitly
or (more often) implicitly.37 Commodity exchanges are normatively affirmed in
liberal egalitarianism on the grounds that they can in principle institutionalise
autonomous agency and the material preconditions for human flourishing.
Insofar as money makes exchanges more convenient, this normative defence
of commodity exchange leads immediately to a normative defence of money.

Liberal egalitarians, unlike members of other currents of liberalism, ac-
knowledge a tendency to market failures that, if left unchecked, would under-
mine the normative justification of markets – and therefore by implication
the normative justification of money. In their view, however, this no more
undermines the general justification of money than the fact that freedom can
be misused undermines the general normative defence of freedom. It simply
shows that the proper background conditions (laws, public policies, political
regulations, etc.) must be put in place for money to operate in a normatively
acceptable fashion, that is, as a generalisedmeans to address humanwants and
needs through free choices respecting the equal moral worth of others.38

Marx was well aware that money is indeed used instrumentally for the con-
venience of human agents. Why, then, did he feel compelled to go through the
complicatedHegelian contortions of the quasi-dialectical progression from the

37 A few examples should suffice. For Rawls, money (income and wealth) is, like other
primary social goods, a general means for pursuing particular life plans. In Dworkin’s
desert island story,money is introducedas ameans for expressingpreferences (for bundles
in the original auction and for particular goods and services in the subsequently estab-
lished markets). Money is even an expression of the preference for leisure, measured
in terms of income foregone (Dworkin 1981). In Habermas’s account, money is concep-
tualised as essentially a means to coordinate the production and distribution of goods
and services more conveniently and efficiently than coordination through communicat-
ive action (Habermas 1985).

38 Habermas’s discussion of the colonisation of the lifeworld by inappropriate monetarisa-
tion, and Sandel’s insistence that there are thingsmoney shouldnot be able to buy, provide
representative examples of this line of thought (Habermas 1985; Sandel 2013).
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simple form of value to the expanded form, the general form, and finally the
money form?Why indulge in all the obscure talk of an occult property (‘value’)
that, being homogeneous, somehow requires manifestation in an external
thing that is itself homogenous (money)? Why not simply affirm the straight-
forward and indisputable fact that money eases the difficulties of commodity
exchanges for persons, and thereby enables free choices to bemade andmutual
benefits to be won on a far greater scale than direct bartering ever could?Why
not develop a theory of value that avoids all quasi-mystical references to a
supposedly ‘supersensuous’ property of commodities, and instead describes
in straightforward terms how money provides a means to balance supply and
demand?

There are five main reasons why Marx opted for his admittedly convoluted
and obscure account of value and money, rather than a version of the much
simpler story based on the double coincidence of wants. From the perspective
of the present study, the first three involve preliminary matters. The key norm-
ative issues at stake are posed in the fourth and fifth points.

1. A first issue concerns methodological individualism. Marx’s critique of polit-
ical economy is primarily a macro level theory, investigating the properties of
generalised commodity production as a whole. Of course the macro level pre-
supposes the activities of individual agents. But options given to those agents
are profoundly shaped by the social forms on the macro level, in capitalism no
less than any other social order. It follows that amacro level account of money’s
role in the reproduction of a society based on ‘dissociated sociality’ has a cer-
tain explanatory priority over accounts of individual agents using money as
a convenient way to resolve the double coincidence of wants problem. The
double coincidence of wants derivation of money is an intuitively plausible
story on the micro level. But it leaves the background macro level context it
depends upon unexamined.

2. If our account of money is derived from the historically specific form of
sociality in generalised commodity production (‘dissociated sociality’), then
that account of money will be historically specific as well. If, in contrast, we
beginwith aproblembesetting all formsof commodity exchange,whether gen-
eralised or not, then the concept of money we construct will apply to any and
all historical forms of commodity exchange. The double coincidence of wants
problem threatened trade for millennia prior to the rise of societies incorpor-
ating generalised commodity exchange.Moneywas no less of a solution to that
problem then than it is now. To assume that this role provides the foundation
for what money is today is to assume that ‘money’ in generalised commodity
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production and exchange is identical in all important respects to ‘money’ in
previous historical contexts, when commodity exchange was not generalised.
This should not be assumed. The possibility should be left open that a historic-
ally specific account of money will have to go beyond simply seeing money as
a solution to the ‘double coincidence of wants’ problem.

3. The ‘double coincidence of wants’ approach treats generalised commodity
exchange as essentially a system of barter. Money may make this system work
more effectively and conveniently, but that in itself does not change anything
essential. We are simply left with a more effective and convenient barter sys-
tem. In this sense money would be conceptualised as having a merely external
relationship to generalised commodity production. To use the familiar meta-
phor, it would be a ‘veil’ obscuringwhat remain essentially barter relationships.
For Marx, in contrast, generalised commodity exchange cannot be understood
as a barter system that just happens to use money because of its convenience.
Generalised commodity production is privately undertaken production whose
social necessity can only be established ex post through sale for money. This
manner of organising the production and distribution of goods and services
essentially requires money as the mechanism of socially objective validation;
it is nomere veil. The fact that the same term (‘money’) has been used in differ-
ent historical periods does not imply that the same social form is being referred
to. Theories of money that appeal to the ‘convenience’ of exchanging parties
when faced with a ‘double coincidence of wants’ problem do not fully capture
the social status and corresponding social power of money in the historical spe-
cific era of modern generalised commodity production,which is quite different
from its status and power in other periods. A society incorporating general-
ised commodity production is essentially a thoroughly monetarised society in
a manner completely unique in human history. Marx’s approach accounts for
this while the standard one does not.

4. Marx’s theory of money stresses relations between commodities and the
money throughwhich the value of those commodities appears.Marx’s ultimate
theoretical goal, however, is the comprehension of the social relationships
underlying this relationship of things. The necessity for value to appear in the
form of money points to two necessities imposed on social agents. First, to
say that money is the only socially objective measure of value is to say that
producers must sell their products if their endeavours are not to be wasted.
Producers are compelled to bring the product to market for sale. Similarly,
second, the acquisition of money is not an optional element in processes
addressing human wants and needs. In generalised commodity production
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social agentsmust obtain commodities in order tomeet their wants and needs,
and therefore must acquire money, the universal equivalent, to obtain these
commodities. The acquisition of money is forced on social agents if they are to
live in this sort of social world.

In these two crucial respectsmodernmarket societies (with generalised com-
modity production) are fundamentally different from societies with markets
(but without generalised commodity production).39 In the latter, money may
indeed be merely an instrument, a mere means used to further human con-
venience. The same cannot be said in the former case. In market societies the
direct personal coercion of slave owners, feudal lords, village chiefs, and so on,
is replaced with the impersonal coercion of the money imperative. This is cer-
tainly not the only form of coercion found inmodern capitalist societies.40 But
it is pervasive, profound in its effects, and historically specific. It therefore needs
to be placed at the centre of any normative assessment of the contemporary
social order.

The full implications of this claim cannot be articulated at this beginning
stage of Marx’s argument. But Marx’s derivation of money as the form of value
opens up a space for investigating these implications. Thinking of money as
a solution to the double coincidence of wants problem does not. From the
Marxian point of view, then, a conception of money taken over uncritically
frommainstreampolitical economyprofoundly limits the ability of liberal egal-
itarian theorists to appreciate the coercive elements of the commodity form,
the value form, and the money form. Because the coercion has been rendered
invisible, liberal egalitarians tend to see only the freedomof contracting agents
inmarkets, combined with contingent restrictions that could be removed with
sufficient political will. FromMarx’s perspective, the impersonal nature of the
money imperative is hardly an excuse for neglecting its role, given how pervas-
ive, profound, and historically specific its effects are.

5. The final point concerns the form of sociality defining generalised commod-
ity production. From the liberal egalitarian standpoint (as well as that of many
other positions in contemporary social thought), generalised commodity pro-
duction has developed a deeper and more extensive form of sociality than
previous social formations in three respects. First, by standard measures mar-
ket societies have provided the material preconditions for human flourishing

39 The importance of this distinction is forcefully expressed inWood 2002.
40 The emphasis on impersonal forms of coercion in modern market societies is justified

relative towhat has gone before in humanhistory. It is hardly the case, however, that forms
of personal domination have disappeared. See Banaji 2010.
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more efficiently than any other social formation in history, and in a manner
more respectful of human autonomy.41 The fact that the proper background
conditions must be in place for commodities and money to fulfil their proper
social role adequately does not affect their ultimate ontological status: com-
modities and money are essentially means to further the human good in a
manner respecting autonomous agency. Second, any social division of labour
essentially involves the collective mobilisation of the creative powers of those
engaged in production and distribution (as well as their mobilisation of the
powers of nature, past cultural achievements, technological knowledge, and
so on) to meet socially defined wants and needs. Market societies have mobil-
ised the creative powers of human sociality to an unprecedented degree. Third,
unlike modes of production in which products are primarily oriented to the
wants and needs of members of the households or estates that produced them
(and to thewants and needs of territorially-based elites extracting rents or trib-
ute from them), generalised commodity production is oriented to the wants
and needs of social agents who are usually unknown to producers, and who
may be dispersed across an wide geographical range. This allows social ties of
unprecedented scale and scope to be formed.

Marx unequivocally grants that market societies have brought about more
extensive interconnections than previous eras.42 Yet a one-sided stress on this
point misses the profound ‘ontological inversion’ that occurs when human
sociality takes the form of dissociated sociality. The social world is far more
bizarre than can be comprehended within the common sense social ontology
of the liberal egalitarian framework.

In generalised commodity production, social activities contributing to the
fulfilment of other social agents’ wants and needs require things with the
objective property of value and a special thing in which this property appears
in a socially objective shape,money. The process whereby social agents expend
their life energies, mobilise natural powers, and so on, in the course of contrib-
uting to the satisfaction of others’ wants and needs exists occurs through the

41 See Cudd’s contributions to Cudd and Holmstrom 2011; Morris 2011.
42 ‘In place of the old wants, satisfied by the productions of the country, we find new

wants, requiring for their satisfaction the products of distant lands and climes. In place
of the old local and national seclusion and self-sufficiency, we have intercourse in every
direction, universal interdependence of nations. And as inmaterial, so also in intellectual
production; the international creations of individual nations become common property.
National one-sidedness and narrow-mindedness becomemore andmore impossible, and
from the numerous national and local literatures, there arises a world literature’ (Marx
and Engels 1976, pp. 224–5).
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process whereby commodities circulate as values and money circulates as the
special thing with the special property of universal exchangeability. In other
words, dissociated sociality cannot be directly manifested as a form of social-
ity. Commodities and money, which are supposed to have the subordinate
ontological status of means vis-à-vis human sociality, are in this sense liter-
ally the forms in which human sociality exists.WhenMarx writes in one of the
Grundrisse most striking formulations that each individual ‘carries his social
power, as also his connection with society, in his pocket’, he wants us to take
this statement literally.43 Sociality cannot appear as what it essentially is (our
‘connection with society’), but only as what it is not (the odd particular thing
in our pocket with universal exchangeability).44 Thinking of money primarily
as an instrument of ‘convenience’ for individual social agents not only misses
the fact that for the first time in world history a depersonalised andmonetised
form of coercion operates on the level of society as a whole (point #4). It also
overlooks the ontological inversion inwhich human sociality comes to take the
form of alien things separate from human subjects.

Marx’s term for this state of affairs is fetishism. In the anthropology of Marx’s
day itwas common to refer to the artefacts of supposedly ‘primitive’ societies as
fetish objects,mistakenly thought to embody the powers of nature, or the dead,
or particular animals, or gods, or the tribe as a whole. Fetishismwas taken to be
the height of irrationality, proof of the vast gulf separating ‘primitive’ societies
from the ‘rational’ societies of the modern period. No one could accuse Marx
of failing to appreciate modern rationality. But Marx claims that his critique of
political economy shows how modern rationality in capitalism is thoroughly
intertwined with an irrational fetishism of unprecedented scale and scope.

I have noted that liberal egalitarian social theory incorporates implicitly or
explicitly a broadly ‘Keynesian’ political economy.This perspective has a strong
critical thrust in that it does not assume that the circulation of commodities
andmoney inmarket societieswill necessarily further humanwell-being in the
absence of appropriate regulations. But commodities and money are not seen
as external things manifesting human sociality in an alien form. In principle,

43 Marx 1986b, p. 94.
44 ‘The social character of the activity, as also the social form of the product and the share of

the individual in production, appear here as something alien to and existing outside the
individuals; not as their relationship to each other, but as their subordination to relation-
ships existing independently of them and rising from the collision between indifferent
individuals. The general exchange of activities andproducts,whichhas become the condi-
tion of life for every single individual, their mutual connection, appears to the individuals
themselves alien, independent, as a thing’ (Marx 1986b, p. 94).
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at least – and in actuality, if the proper background conditions are in place –
commodities and money are affirmed as means to further the mutual recogni-
tion of agents and human flourishing. From a Marxian perspective, then, the
liberal egalitarian framework overlooks the unprecedented ‘ontological inver-
sion’ representedby the commodity fetishismandmoney fetishismno less than
classical liberalism or libertarianism do.

Conclusion

TheMarxian challenge to liberal egalitarianism is simply to recognise just how
bizarre and irrational our social world is. Can this claim be redeemed at this
early point in Marx’s account, prior the introduction of capital?

Important Marxian theorists seem to have been convinced that the begin-
ning of Marx’s systematic theory provides a sufficient basis for a critical social
theory by itself. Lukács and Adorno sometimes write as if the determinations
of generalised commodity exchange developed at the start of Capital serve
as a framework for comprehending the inevitable commodification, monet-
arisation, and fetishism of all dimensions of contemporary life.45 From this
standpoint it would be ludicrous to affirm that a social order where social rela-
tions take the form of relations among things could be one in which human
autonomy is recognised and human well-being is furthered. To even suggest
that thismight be possible is to be guilty of a ‘positivist’ affirmation of the given
social world. The task of theory instead is to reveal how human life is perverted
‘all the way down’ by commodification and monetarisation.

The critical accounts of social life in generalised commodity production
proposed by Lukács, Adorno, and others have greatly illuminated countless
social phenomena, from the most banal aspects of everyday life to the most
sublime aesthetic forms. Nonetheless, I do not believe the case for Marxism
and against liberal egalitarianism can be definitively resolved in the former’s
favour at this point in the argument. Advocates of liberal egalitarianismwould
reject the claim that any of the five issues discussed in the last section provides
sufficient grounds for declaring the superiority of Marxian theory, and the
reasons they provide are not obviously unworthy of consideration.

1. As noted in Chapter 3, liberal egalitarianism is no more essentially tied to
methodological individualism thanMarxism. (It is essentially tied to normative

45 See Lukács 1972; Adorno 2006.
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individualism, but then so is Marx’s thought).46 If liberal egalitarians invoke
micro level considerations when discussingmoney, this is not conclusive proof
that their theory cannot grant macro level considerations their proper weight.
A framework in which ‘justice’ is first and foremost a matter of the macro
level basic structure, as it is for Rawls and other liberal egalitarians, is fully
capable in principle of incorporating money as first and foremost a macro
level phenomenon.This can be discerned in the socially-wide trust required for
something to serve as an acceptedmeans of payment, the power of the state to
insist that taxes be paid in certain units rather than others, and so on.47

2. Commodities and money long predate the rise of generalised commodity
production. While contemporary forms of them have historically specific fea-
tures, they possess dimensions that hold transhistorically as well. Pointing this
out is not an error. Nor is it incompatible with emphasising the historically
unique features of generalised commodity production and exchange in other
contexts. Habermas’s terminology may not be standard, but the basic point is,
I think, widely accepted among liberal egalitarian theorists: in modern societ-
ies, and only in modern societies, the production and exchange of goods and
services has broken off from the social lifeworld and formed a separate sub-
system in which behaviour is coordinated through the medium of money.48
For liberal egalitarians, no less than for Marx, contemporary normative social
theory must be concerned with how commodities and money function in this
unprecedented modern setting.

3. In Habermas’s account the separate sub-system formed by commodity pro-
duction and exchange is not based on barter within the lifeworld. It is gov-
erned by monetary calculations, a form of systems rationality distinct from
both the social rationality of the lifeworld and the systems rationality expressed
in administrative power. Habermas’s terminology here may again be idiosyn-
cratic. But here, as elsewhere, he articulates views generally shared among
liberal egalitarian theorists. There is nothing in the liberal egalitarian frame-
work that mandates treating generalised commodity production as essentially

46 Recall Marx’s demand for ‘a society in which ‘the full and free development of every indi-
vidual forms the ruling principle’ (Marx 1976a, p. 739). Of course, for Marx the individuals
in question are social rather than atomistic individuals. But this is the case in liberal egal-
itarian theory as well.

47 A contemporary ‘post Keynesian’ macro level account of money consistent with liberal
egalitarian social theory is provided inWray 2012.

48 Habermas 1985; see Sandel 2013.
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a complicated barter economy. Liberal egalitarianism can be developed and
applied without any such distorting assumption.

4. Liberal egalitarians do not deny that coercion ismore than amere possibility
in generalised commodity production. It is a dominant tendency that will
be actualised unless there are background conditions in place to check it.
Precisely this point separates liberal egalitarianism from other offshoots of
the liberal legacy. The real question at issue is whether it might be possible
to institute background conditions for the workings of markets reducing the
coercive elements of commodity exchange to the point where they would be
of no special normative significance for social theory. From a liberal egalitarian
viewpoint, Marx’s discussion of the commodity, value, and money does not
establish that this is impossible in principle. Any claim that it does so begs all
the key questions.

The critical issue here is not whether agents in generalised commodity
production must use money. They must. But not all restrictions of choice
restrict freedom in a normatively relevant sense. We all must breathe to stay
alive, yet no onewould suggest that this fact points to a normatively pernicious
form of coercion. Nor is it a matter of normative concern that we are legally
bound to drive on one side of the street rather than another. Analogously, we
cannot assume that a pernicious form of coercion is an essential feature of
generalised commodity exchange simply because social agents are not free
to choose whether the products addressing their wants and needs generally
take the form of commodities, or whether money is generally required to
purchase them.Theonly relevant question is insteadwhether practicesmaking
use of commodities and money as a universal equivalent possess a rationality
that social agents can rationally affirm. We know from Chapter 2 that liberal
egalitarians have an argument thinking this is the case:

– Individuals have a fundamental interest in the autonomous agency andwell-
being of themselves and others, and the use of goods and services in carrying
out life plans is a significant element of agency and well-being.

– An institutional frameworkproviding access to thesematerial preconditions
for human agency and human flourishing to the greatest feasible extent
surely warrants rational affirmation.

– When regulated by the proper background conditions, generalised com-
modity production and exchange has a strong claim to be part of such an
institutional framework.

– Conclusion:Generalised commodity production and exchange can therefore
be rationally affirmed.
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If one accepts this argument, then the necessity imposed by money on
individuals would not be inherently coercive, at least not in a normatively
relevant sense of the term. Money and commodities would remain inherently
means to help social agents attain their ends, even if the proper background
conditions must be in place for them to play this role adequately.

5.This brings us to the issueof fetishism.Once again,Habermas’swritingsmake
views explicit that other liberal egalitarian theorists implicitly presuppose. The
economic sub-system is indeed governed by flows of money and commodities.
But, Habermas continues, this does not imply that Marx’s notion of fetishism
is acceptable. That notion goes beyond merely noting that social relations in
modern complex societies increasingly rely on the circulation of commodities
and money, and that this circulation tends to ‘colonise’ the social lifeworld.
Marx asserted that the circulation of commodities and money necessarily
absorbs social relations altogether. This ‘necessarily’ begs the question. There
is a tendency for that to happen; it represents the limit point of the very
‘colonisation of the lifeworld’ that Habermas and other liberal egalitarians
warn against so vehemently. But, left liberals assert, this tendency can be
checked by a democratic public sphere tied to a legal system responsive to
democratic will-formation in the lifeworld. Sandelmakes the same point when
he calls for extended public discussions among engaged citizens to determine
‘what money can’t buy’. If the lifeworld could never resist colonisation by
money, if a clear limit to what money can buy could never be determined by
citizens and legally enforced, then and only thenwould it be legitimate to refer
to the displacement of human sociality into the circulation of things. But none
of that can be assumed at this point without begging the issues in dispute.

Liberal egalitarianswould also insist that it is simply not true that commodi-
fication and monetarisation are the only processes in the contemporary social
world that matter. To think so is to fall into a crass and indefensible economic
reductionism. Relationships between partners, and between partners and chil-
dren in a household, are obviously not organised by commodity exchange. Nor
do friends, fellow members of voluntary associations, or citizens participating
in democraticwill-formation in the political sphere, relate to each othermerely
as representatives of commodities and money. At least they do not think they
are doing that, andwould it not be the height of arrogance to dismiss their lived
experience as delusional?49 Why focus so much on the supposed ‘dissociated

49 Ironically, it would raise a huge problem for Marxism if commodification and monet-
arisation were as powerful as Lukács and Adorno sometimes seem to suggest. It would
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sociality’ of commodity production at the cost of neglecting these other forms
of sociality, which do not appear to fit the fetishismmotif very well at all?

Marx’s writings call into question the sharp line Habermas draws between
the lifeworld and the sub-system of the market. For Marx the circulation of
commodities and money is not something external to interactions in the ‘life-
world’; it is a pervasive framework within which each and every social inter-
action occurs. We need to go beyond talk of a commodified and monetarised
‘sub-system’ and develop categories illuminating a commodified and monet-
arised society, full stop. At this stage of the argument, however, I believe the
dispute about the normative significance of the supposedly ‘coercive’ and ‘fet-
ishistic’ dimensions of commodities and money specific to modern capitalism
cannot be definitively resolved. The full force of Marx’s argument cannot be
appreciated until after we have discussed his concept of capital.

then be extremely difficult if not impossible to explain how social agents could ever tran-
scend commodification andmonetarisation.Themore powerful commodities andmoney
are conceived to be, the more difficult it is to leave open a space for resistance to them.
Without this space, any radical social change could not be the accomplishment of social
agents, but the result of some sort of implosion of generalised commodity production that
occurs quasi ‘naturally’, behind their backs. But even if such an implosion did occur, if the
subjectivity of agents has been thoroughly shaped by commodification and monetarisa-
tion, how could they even conceive of, let alone successfully implement, an alternative?
It is only in the process of exercising agency, in other words, that the forms of subjectivity
required for a different sort of society can be generated. As Marx insisted, the emancip-
ation of the working class can only be achieved by working men and women themselves
(Marx 1985). Finally, if there is no ‘outside’ of fetishism, it would be impossible to recog-
nise anything as fetishism; to be totally ‘within’ fetishism is to take fetishised appearances
as real. Lukács and other Marxists who claim there is no ‘outside’ to commodification
and monetarisation therefore cannot account for their own ability to formulate that very
claim.
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Marx’s Concept of Capital

Marx’s Concept of Capital (1): Capital as a ‘Dominant Subject’

In the previous chapter we began with a striking and historically specific fact
about our social world: wealth generally takes the form of commodities. Each
commodity playing a role in social reproduction acquires a special social prop-
erty, value, as a result of having beenproduced by privately undertakenproduc-
tion subsequently socially validated in exchange. Its value is equivalent to the
value of any other commodity in some ratio or other, making it exchangeable
with any other in some definite proportion. These relations among commod-
ities presuppose (and are presupposed by) the essential connection between
the commodity form and the money form. As the necessary form of appear-
ance of the value of commodities, money provides both the necessary social
validation of privately undertaken production and the only form in which gen-
eralised exchangeability becomes actual (once a commodity has been sold, the
money in which its value is expressed can then be used for the purchase of any
other commodity). Money is a particular thing serving as a universal equival-
ent. It enables the universal (value) dimensionof a particular concrete product,
and the universal (value producing) dimension of particular concrete labour,
to be actualised, making value and abstract labour ‘real abstractions’, rather
thanmere thought constructs. In brief, generalised commodity production and
exchange is monetarised production and exchange. Accordingly, generalised
commodity exchange cannot be conceived as essentially a mere sequence of
barter transactions (… c-c-c-c-c-c-c-c-c …). It is essentially a sequence of pur-
chases and sales (… c-m-c-m-c-m-c-m-c …).

As we have seen, for Marx a social world dominated by commodities and
money necessarily involves an all too real, if impersonal, form of coercion.
The goods and services required to address human needs must take the form
of commodities.1 Producers must exchange their output for money. Agents
must obtain money in order to gain access to goods and services. As a result,
commodities and money become things with power over human subjects, like

1 Once again, the term ‘generalised commodity production’ is applicable when products gen-
erally take the form of commodities. It is not required that all products invariably take this
form.
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the fetish objects of a supposedly distant past. The circulation of these alien
things becomes themode in which human sociality (in the historically specific
formof dissociated sociality) is expressed.That, at any rate, is theMarxian view.

As we have also noted, at this stage of the argument liberal egalitarians
would complain that no sufficient reason has yet been given to rule out the
possibility that market societies can foster autonomous agency and human
flourishing if the proper background conditions are established. If this possib-
ility were actualised, the fact that agents ‘must’ engage in commodity exchange
may be no more significant from a normative point of view than the fact that I
‘must’ turn the handle on the door if Iwish to leave this room.2Wemaynot have
chosen to live in a world of generalised commodity exchange. But if there are
good reasons to find this social order rationally justified, then as rational beings
it must be affirmed. Living the sort of lives we have most reason to value gen-
erally requires goods and services asmaterial preconditions for exercising free-
dom and attaining well-being. A social order producing and distributing the
material preconditions for human flourishing in a manner consistent with the
mutual recognition of persons as ends in themselves warrants rational affirm-
ation.

If generalised commodity production and exchange can meet these stand-
ards with the proper background conditions in place, it would not intrinsically
involve any bizarre ‘fetishism’ or ‘ontological inversion’ of means and ends.
That, at any rate, is the liberal egalitarian view. If the generalised exchange of
commodities and money were essentially a way of organising production and
exchange to address human wants and needs efficiently while respecting per-
sons as ends in themselves, then the basic unit in the chain of purchases and
saleswould be a c-m-c circuit, inwhich agents sell commodities (c) they do not
need or want to obtain money (m), which they then use to purchase different
commodities (c) deemed more important to their life plans. The ultimate end
of generalised commodity production and exchange would be the furthering
of those life plans.

This understanding of generalised commodity production must take into
account the obvious fact that not all activities within it aim at addressing
human wants and needs. c-m transactions occur when agents obtain money
to use as means of payment for previous purchases, or hoard money for some
reason or other. And from a formal point of viewm-c-m circuits with money as

2 A normatively acceptable institutional framework could, of course, still be coercively
imposed on an unwilling populace in a normatively unacceptable manner. That is a differ-
ent issue.



marx’s concept of capital 105

an end point can be discerned no less than c-m-c circuits in the sequence of
alternating Cs andMs (… c-m-c-m-c …). In generalised commodity production
as a whole, however, these sorts of cases are dwarfed by profit driven activities
within m-c-m′ circuits, whose end point is not merely m, but a m′ exceeding
the m at the beginning of the circuit. In this context, however, it is crucially
important to distinguish immediate means and ends from ultimate means
and ends. While liberal egalitarians disagree vehemently with the free market
economist Friedrich Hayek on many other issues, they implicitly accept the
reasoning expressed in the following passage:

[I]n an uncertain world the individualsmustmostly aim not at some ulti-
mate ends but at procuring means which they think will help them to
satisfy those ultimate ends; and their selection of the immediate ends
which are merely means for their ultimate ends, but which are all that
they can definitely decide upon at a particular moment, will be determ-
ined by the opportunities known to them. The immediate purpose of a
man’s efforts will most often be to procuremeans to be used for unknown
future needs – in an advanced society most frequently that generalised
means, money, which will serve for the procurement of most of his par-
ticular ends.3

Besides serving as a means of exchange and proximate end, in other words,
money also has the property of being a store of value over time. Due to this
property, money ultimately remains a means, even when it serves as a prox-
imate end. From this perspective, money can serve as a proximate end only
precisely because it serves so effectively as a means to human ends over time.

A second consideration is relevant here aswell. No less than classical liberals
or libertarians, liberal egalitarians applaud the spur to innovation provided by
the profit incentive, which makes production and distribution more efficient
over time within profit-driven m-c-m′ circuits. The more efficient production
anddistribution are, themore thematerial preconditions of humanagency and
human flourishing can be provided. From this perspective too, taking money
as a proximate end ultimately furthers human ends.

The pervasiveness of m-c-m′ circuits introduces a number of tendencies
overlooked by classical liberals and libertarians but which remain deeply prob-
lematic from a liberal egalitarian point of view. These tendencies must be
checked, and so liberal egalitarians advocate constitutional guarantees, specific

3 Hayek 1976, pp. 8–9.
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legislation, the effective oversight of state regulatory agencies, or somecombin-
ation of these and whatever other political arrangements might be required.
The goal of these institutions and policies is to ensure that profit driven activit-
ies serve the end of providing thematerial preconditions for human flourishing
in a manner respecting persons as ends in themselves. Since these material
preconditions generally take the form of commodities that further the satisfac-
tion of wants and needs, the goal is in effect to ensure that that m-c-m′ circuits
are subordinated under c-m-c circuits where money fulfils its proper role as a
means to further human ends.

The heart of Marx’s critique of political economy is the thesis that this sub-
ordination of m-c-m′ circuits cannot be established in generalised commodity
production.Theremaybe social orders inwhichmoney functionsprimarily as a
means to further human ends, but ours is not one of them. In generalised com-
modity production, a fundamental inversion takes place; money, a supposed
means, becomes an end-in-itself on the level of society as a whole. No indi-
vidual agentmany intend this; nonemayeven recognise that it hashappened. It
occurs ‘behind the backs’ of individual agents, but is no less real for that.Marx’s
general argument for this crucial thesis can be reconstructed in three steps.

1. In generalised commodity production, units of production and distribution
are forced by relentless competitive pressures to treat money as their end. The
sale of commodities for money is the only manner in which privately under-
taken production and distribution can be socially validated, and so units of
production and distributionmust generallymake sale formoney the overriding
end of their endeavours in a given period. This special status of money is rein-
forcedwhenwe consider the pressures facing units of production and distribu-
tion over time. If they hope to survive theymust obtainmonetary resources in a
given period of production and distribution to purchase the commodity inputs
required for the next period. More than this, they must strive to obtain monet-
ary returns significantly exceeding their initial investment. If they began a new
cyclewithmerely the same level of investment funds as before, theywould tend
to be at a disadvantage vis-á-vis competitors beginning the next round with
significantly higher levels of investment funds. The latter would be in a bet-
ter position to expand production, invest in more advanced productive inputs,
increase marketing expenditures, develop promising new lines, have greater
reserves with which to meet unexpected downturns, and so on.

Units that do not systematically direct their endeavours to ‘valorisation’ in
m-c-m′ circuits, that is, to the appropriation of monetary returns (m′) exceed-
ing initial investment (m), tend to be pushed to themargins of social life, when
not forced out of existence altogether. Theymust therefore systematically sub-
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ordinate other ends to the pursuit of monetary returns. From their standpoint
money is hardly merely a means to make exchanges more convenient. Marx’s
conclusion regarding units of production and distribution in generalised com-
modity production is unequivocal: ‘Use-valuesmust therefore never be treated
as the immediate aim … nor must the profit on any single transaction. [The]
aim is rather the unceasing movement of profit-making’.4

2. Liberal egalitarians are correct to assert that in market societies money
serves as an essential means for agents to obtain the goods and services they
require to live out their life plans. But the question is not whether money
can serve as a means to help social agents obtain their ends. No one disputes
that it can. The proper question is whether this fully captures the ontological
status of money in the present era. Before answering we must first ask how
access to this necessarymeans is attained. ‘Proximally and for themost part’, as
Aristotle would say, individuals obtain access to money through some sort of
association with the units of production or distribution whose ‘aim is … the
unceasing movement of profit-making’. Money used to purchase goods and
services for consumptionmay come fromownership of units of production and
distribution, other forms of investment (the purchase of corporate securities,
for example), or from being a member of a household including an owner
or investor. Or the required money might be obtained by selling one’s labour
power as a commodity to the owners of units of production anddistribution (or
by being a member of a household including one or more wage labourers who
share their income with you). The returns to owners and investors directly and
obviously depend on the success of ‘their’ units of production and distribution
in m-c-m′ circuits. The point holds no less for those who sell their labour
capacities. Their capabilities will be hired if and only if those who own units of
production and distribution (or their agents) believe that hiring themwill help
those enterprises appropriate greater monetary returns. In brief, the ability of
both sets of social agents to pursue their (non-monetary) ends is generally
dependent on the units of production and distribution with which they are
associated achieving their (monetary) end.5

4 Marx 1976a, p. 254.
5 Anticipating later, muchmore concrete, theoretical levels inMarx’s account, a different story

must be provided for government workers, their clients, and ‘independent’ workers (certain
doctors, lawyers, owners of family farmers and businesses, participants in the informal sector,
and so on). In generalised commodity production, however, the reproduction over time of
these groups is incorporated within the framework shaped by the social relationships under
discussion here.
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3. Purchases of consumption goods and services do more than simply address
the wants and needs of social agents. They are simultaneously essential
moments in m-c-m′ circuits, providing social validation of the privately under-
taken endeavours of units of production and distribution.6 In this sense c-m-c
circuits are incorporated within (subordinated under) m-c-m′ circuits.

Of course, there is also an important sense inwhichm-c-m′ circuits are incor-
porated within (subordinated under) c-m-c circuits: the former produce and
distribute the goods and services with which the latter culminate. But the sym-
metry is not complete in one important respect.When the sale of commodities
to final consumers completes a m-c-m′ circuit, consumers have given up some
of their income. In a world wheremoney is generally required to gain access to
the means to satisfy wants and needs, this income must be replenished. And
that process is, once again, logically and practically dependent on circuits that
have money as their endpoint. c-m-c circuits thereby remain systematically
subordinated under m-c-m′ circuits over time.

These three considerations are meant to establish that the pursuit of com-
modities to serve as a means for meeting human ends by owners, other inves-
tors, wage labourers, their dependents, and so on, is systematically subordin-
ated to the accumulation of money as an end in itself.7 While consumption
addressing wants and needs is a moment within ‘the unceasing movement of
profit-making’, the circulation of commodities andmoney is dominated by the
valorisation imperative (‘m must become m′!’).

This brings us to Marx’s initial (provisional and incomplete) concept of
capital, termed the ‘general formula of capital’. For Marx, ‘capital’ is value in

6 There are two other major forms of social validation: the purchase of commodity inputs by
other units of production and distribution, and government purchases.

7 There are textswhere it appearsMarx thought he could defend the primacy of m-c-m′ circuits
by simply appealing to the Hegelian point that every quantitative limit already implicitly
points to a quantity beyond that limit, and so every accumulation of money already implicitly
points to the accumulation of an additional sum. (For example, ‘the contradiction between
the quantitative limitation and the qualitative lack of limitation keeps driving the hoarder
back to his Sisyphean task: accumulation’ Marx 1976a, p. 231.) As the enemies of Marx (or
of a Hegel-informed reading of Marx) never tire of repeating, it is illegitimate to jump from
the abstract logic of quantity to a substantive claim about a historically specific social order.
This argument is also ruled out by Marx’s own methodological framework (Hegel’s too, for
that matter, although that point isn’t relevant here). The dialectic of limit applies equally to
any form of money in any historical context, and therefore does not have a place in a theory
aiming to comprehend the historically specific forms of generalised commodity production.
The best ‘all things considered’ presentation of Marx’s argument cannot give great weight to
these isolated passages.
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figure 2 Capital’s circuit of
self-valorisation

process, as distinct from value as an internal property of a commodity or as
the external manifestation of that property in money. Capital is the dynamic
process of ‘the self-valorisation of value’, where value takes on in turn the form
of money and commodities, culminating in a m′ exceeding initial investment.

With thisMarx affirmswhat has been implicit from the first sentence of Cap-
ital: generalised commodity production and exchange is capitalist production
and exchange.8

Before concluding this section, a clarification and an elaboration should be
added. First, the clarification: the concept of capital as value in processmust be
understood as a macro level category. We know from that same first sentence
that Marx’s theoretical goal is the comprehension of the capitalist mode of
production as a whole. At this stage of the argument any individual m-c-m′
circuit is of interest only as a representative instance of the indefinite number
of overlapping circuits making up generalised commodity production and
exchange. All the interacting circuits together form a macro-monetary circuit
that begins with the aggregate amount of money capital initially invested in
the society in a given period, progresses through the aggregate production and
circulation of commodities in that period, and culminates with the aggregate
returns from sale of these commodities.9

8 For Murphy and Nagel and most other liberal egalitarians, the liberal egalitarian project is
to complete and extend welfare state capitalism (Murphy and Nagel 2004; other represent-
ative illustrations include Nussbaum 1990, Davidson 2009, Krugman 2011, Stiglitz 2012, Von
Platz and Tomasi 2015). Other liberal egalitarians are more circumspect, avoiding the use of
the word ‘capitalism’. Habermas, for example, refers to a market ‘sub-system’ where money
replaced speech as the main form of coordinating behaviour (Habermas 1985). In his later
work, Rawls even talks of ‘property-owning democracy’ as an alternative to capitalism (Rawls
2001, pp. 135–400). Both Habermas and Rawls, however, affirm societies incorporating gen-
eralised commodity production and exchange. If Marx’s reasoning is correct, generalised
commodity production and exchange is capitalist production and exchange, whether this
is explicitly acknowledged or not. See Chapter 12 below.

9 Mattick 1991–2,Moseley 1993, Grazani 2002, Bellafiorie 2005,Wrey 2012, Reuten 2015,Moseley
2015b.
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figure 3 Capital’s expanded circuit of
self-valorisation

Next the general formula of capital (m-c-m′) must be elaborated in more
detail. Capital first takes on the form of investment capital (m), which is then
used to purchase commodity capital (c).10 This is followed by a phase of capital
in production (p), resulting in commodity outputs (c′; inventory capital), pro-
duced in the hope of being sold for a monetary amount exceeding the initial
investment (m′, realised capital, that is, capital that has realised its end of being
increased or ‘valorised’).

Ontological and Normative Implications of the General Formula of
Capital

Marx’s general formula of capital is a contribution to social ontology. The social
ontology accepted by most social theorists includes individuals, their motives
and acts, the intended and unintended consequences of those acts, families,
associations of individuals in civil society, political communities and their cus-
toms, laws and state apparatus, relations among states, national and interna-
tional markets, and so on. Many entities categorised as forms of ‘capital’ are
also granted a place, such as money, machinery, raw materials, buildings and
other forms of infrastructure, the embodied skills of workers, and even certain
types of relationships of social trust. However, ‘capital’ in Marx’s sense of the
term is missing. And that, as the cliché goes, is like Hamlet without the Prince.

The omission is not surprising, given the utter strangeness of Marx’s notion
of capital as value in process, which takes capital to be some sort of ‘automatic
subject’ and ‘self-moving substance’:

[B]oth themoney and the commodity function only as differentmodes of
existence of value itself … [Value] is constantly changing from one form
into the other, without becoming lost in this movement; it thus becomes

10 Funds invested in the purchase of labour power as a commodity input are termed ‘variable
capital’, while those devoted to purchasingmeans of production, including rawmaterials,
machinery, factory and office buildings, and so on, are ‘constant capital’. See note 31 below.



marx’s concept of capital 111

transformed into an automatic subject … [V]alue is here the subject of a
process in which, while constantly assuming the form in turn of money
and commodities, it changes its ownmagnitude, throws off surplus-value
from itself considered as original value, and thus valorises itself inde-
pendently. For the movement in the course of which it adds surplus-
value is its ownmovement, its valorisation is therefore self-valorisation…
[V]alue suddenly presents itself as a self-moving substance which passes
through a process of its own, and for which commodities and money are
both mere forms.11

For most mainstream social theorists, referring to capital as a ‘subject’ is a
horrific category mistake, an illegitimate personification of things, a residue
of Hegelian metaphysics that Marx failed to expunge.12

Marx himself was well aware of how odd it is to talk about ‘capital’ as a
reified ‘subject’ or ‘self-moving substance’. He himself, after all, vehemently
and unequivocally rejected what he took to be Hegelian metaphysics in his
early writings precisely because of the supposed reification of Hegel’s concepts
of subject and substance. Marx never reversed that early judgement.13 Marx
discussedmore or less every historical formof social organisation known in the
mid-nineteenth century, and there is not a single other case where he refers
to anything like a higher-order macro ‘subject’ or ‘self-moving substance’. If
he introduced such a bizarre ontological ‘entity’ in his reconstruction of the
essential determinations of the capitalist mode of production, it was solely
because he thought he was forced to do so by the unique nature of modern
capitalism. As Postone explains:

Marx does not simply invert Hegel’s concepts in a ‘materialist’ fashion.
Rather, in an effort to grasp the peculiar nature of social relations in cap-
italism,Marx analyzes the social validity for capitalist society of precisely
those idealist Hegelian concepts which he earlier condemned as mysti-
fied inversions … Marx suggests that a historical Subject in the Hegelian
sense does indeed exist in capitalism … His analysis suggests that the
social relations that characterised capitalism are of a very peculiar sort –
they possess the attributes that Hegel accorded to Geist [‘Spirit’]. It is in

11 Marx 1976a, pp. 255–6.
12 This view is voraciously asserted in Elster 1985 and other writings of so-called ‘analytical

Marxism’.
13 Marx 1986b, p. 233.
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this sense, then, that a historical Subject as conceived by Hegel exists in
capitalism.14

Inmyview, bothMarx andPostoneprovide anunacceptably uncharitable read-
ing of Hegel. While ‘subject’ and ‘self-moving substance’ are indeed technical
terms in Hegelian theory, Hegel did not mean by them what Marx, Postone,
and many others assume he meant by them, as I have attempted to document
elsewhere.15 That is neither here nor there in the present context. Marx’s read-
ing of Hegel’s ‘Absolute Spirit’ may have been a misreading, but it was perhaps
the most productive misreading in the history of thought. For Marx, capital is
a bizarre ‘real abstraction’ with material force in the world. His interpretation
of Hegel’s ‘Absolute Spirit’ providedMarx with a paradigm for comprehending
capital as a perverse alien force reigning over human life.

One helpful entry point to Marx’s concept of capital is the notion of homeo-
stasis.16 This term will be taken here to refer to a structured process of self-
reproduction over time accomplished through internal adjustments to changes
in the external environment.17 Any structured process capable of maintaining
its identity over time in this manner warrants a place in our ontology. Capital,
understood as value in process, fulfils this condition. Its identity is defined by
the inherent drive to accumulate surplus value, measured by delta m, the dif-
ference between m′ and m. This identity is maintained (and expanded) over
time through the unified structured processm-c-p-c′-m′. If there are changes in
the external environment threatening its reproduction, internal adjustments
necessarily tend to occur in one or more of the moments of the process –
more or less money is invested than before; different commodity inputs are
purchased; the production process is restructured, different commodities out-
puts are produced, different markets for sale are sought, and so on.18 Capital
has proven able to reproduce itself and expand over time through such modi-
fications. It follows that ‘capital’ in Marx’s sense of the termwarrants a distinct
place in social ontology. When Marx refers to the valorisation process as the

14 Postone 1993, pp. 74–5.
15 Initially in Smith 1990 and most recently in Smith 2014 and 2015.
16 De Angelis 2007, pp. 79–82.
17 In other contexts the term refers to processes of internal adjustments to changes in the

external environment that restore an upset equilibrium. Since capitalism is a dynamic
(‘grow or die!’) system, rather than a self-equilibrating system tending to a steady state,
that sense of the term is not relevant here.

18 Harvey’s discussion of responses to bottlenecks in the accumulation process is very illu-
minating in this regard (Harvey 2011).
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‘self-valorisation of value’, he is insisting on this, fully aware how strange the
point sounds. For Marx, however, the true oddness is not found in this way of
speaking, but in our social world, where capital has overwhelming ontological
importance despite its invisibility in everyday experience and absence from
almost all social theories.Marx’s concept of capitalmay be a bizarre and reified
concept. But if the social world we live in is bizarre and reified, this is not a
shortcoming of Marx’s theory, but of our world.

It is a general principle of emergent materialism that ‘higher-order’ regions
are completely dependent on the organisation and functioning of ‘lower’
regions.The emergence of capital is completely dependent on theway inwhich
social agents are socially organised through the ‘dissociated sociality’ of gener-
alised commodity production and exchange. In a social world in which units
of social production and distribution are separate from each other, and in
which those engaged in living labour are separated from the objective pre-
conditions of human life (means of subsistence and the means of producing
those means of subsistence), capital will reign over social life. The function-
ing of capital is still completely dependent on social agents, their capabilities,
motives, and acts, the intended andunintended consequences of those actions,
the operation of various formal and informal associations of individuals (fam-
ilies, affinity groups in civil society, religious congregations, and so on), the
political community and its customs, laws and state apparatus, relations among
states, and so on. All of these phenomena can be comprehended in terms of
human ends. Exceedingly few individual agents make the transformation of m
into m′ their primary life goal. As Hayek correctly asserted, most simply wish
to obtain money in order to be able to use it to obtain goods and services for
themselves and their families. From this perspective most of their economic
activities, then, can indeed be comprehended in terms of c-m-c circuits, with
money acquired in order to gain access to goods or services that further non-
monetary ends, rather than in terms of circuits where money is an ultimate
end in itself. Nonetheless, Marx asserts, the use of money as a means to fur-
ther human ends is subsumed under a higher-order structure where monetary
returns have the status of ends in themselves. The pursuit of human ends by
individuals and groups is subsumedunder the higher-order emergent structure
(better, structured processes) of capital. Once again, few individual agentsmay
intend this to happen; none may even recognise its occurrence. It takes place
‘behind the backs’ of individual agents. But, once again, it is no less real for that.

‘Capital’ is essentially nothing but a combination of human acts (investing,
labouring, selling, etc.), each of which can be understood separately in terms
of a variety of intentions and causes specific to the agents involved. In an
important sense then, the systematic reproduction of capital is nothing but
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the systematic reproduction of a sequence of such actions, ultimately based
on the properties agents have that allow them to undertake actions of that
sort. The ontological dependence of capital on human agency helps explain
capital’s invisibility, its elusiveness in everyday life and in social theories not
sufficiently critical of everyday experience. But this dependencedoes not imply
that capital is not an alien power over men and women. Human agency today
cannot be adequately comprehended in abstraction from the power of ‘capital’
to subordinate human ends to its own end, the self-valorisation of value.19 This
admittedly reified way of speech is, Marx feels, justified by the impersonal
mechanisms that tend to push activities not furthering the end of capital to
themargins of social life.Whether visible or not, capital remains the dominant
organising principle of our social world, and capital accumulation remains an
end in itself on the level of society as a whole.

Normative Implications

The notion of ‘self-valorisation of value’ is not Marx’s complete concept of
capital. But it is sufficient to introduce what in many ways is the single most
important issue in the Marxian challenge to liberal egalitarianism – and to
every other normative social theory as well. A quick review of Chapter 2’s
discussion of the relative priority of the ‘right’ and the ‘good’ provides the
necessary background.

A central tenet of many strands of liberalism is that respecting individuals as
ends in themselves requires granting them the right to pursue their own ends,
based on their own conception of the good, subject only to the condition that
the right of other individuals to do the same is respected. From this standpoint
any conception of ‘the good’ holding on the level of society as a whole must be
exceedingly ‘thin’, limited tomatters generally relevant to reasonable individual
conceptions of the good (whether this is limited to the rule of law, as in Nozick,
or expanded along the lines of access to the whole set of primary social goods
discussed by Rawls). In this sense the ‘right’ of individuals to pursue their own
conceptions of the good (typically in association with others sharing these
conceptions) claims a certain priority over the ‘good’ on the level of society
as a whole.

19 The technical term for this relationship is ‘supervenience’. An excellent discussion of
the methodological issues involved in emergent (non-reductive) materialism is found in
Levine et al. 1987.
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Unsurprisingly, the defence of this position called forth its dialectical ‘other’,
communitarianism. Communitarians insist that individuals are not social
atoms, but ‘always already’members of communities with shared histories and
cultures. The flourishing of a community requires acknowledgement of the
‘thick’ conception of the good embodied in its cultural traditions and practices.
Insofar as personal identities are shaped by socialisation into those shared val-
ues and practices, they are internally connected to the conception of the good
of their community. This internal relationship is constitutive of individuals’
very identity as the individuals they are. From this standpoint the good of the
community has clear priority over any ‘right’ of individuals to pursue merely
private ends.

As stressed in the second chapter, liberal egalitarians, unlike defenders of
other variants of liberalism, reject social atomism, explicitly recognising that
persons are inherently social creatureswhose personal good is inseparably tied
to the good of their communities.20 From this perspective it is noteworthy
that many liberal egalitarians reject both the traditional liberal idea that a
normatively acceptable social order must be neutral regarding conceptions of
the good, and the communitarian insistence that the particular conception of
the good of our particular society has ultimate normative priority, pointing
instead to a supposedlyuniversal conceptionof the good rooted inour essential
human capabilities.21

This is not the place to develop a grand synthesis of liberalism and com-
munitarianism.22 The point that needs to be made here is that all positions in
the debate about the ‘right’ and the ‘good’ in contemporary normative theory
are inadequate from the standpoint of Marx’s concept of capital. Neither liber-
alism, nor communitarianism, nor liberal egalitarianism, recognises the most
important matter.

Traditional liberal philosophers mistakenly assume that there has been (or
ever could be) a society incorporating generalised commodity production and
exchange that was truly neutral with respect to conceptions of the good. But

20 On the other hand, all liberal egalitarians also reject attempts to impose comprehensive
conceptions of the good on individuals who do not accept such conceptions, and fear
that a conception of the good supposedly shared by a political community as a whole
may actually be a construct of privileged groups, purged of elements in the cultural
traditions of a community in tensionwith the perceived self-interest of those groups. (Any
defensible form of communitarianism must worry about such matters as well, of course,
making remaining differences between the two perspectives relatively insignificant).

21 Sen, Nussbaum, Raz, and Arneson share this view.
22 Inmy view, that task was essentially accomplished long ago in Hegel’s Philosophy of Right.
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communitarian critics of liberalism are equally mistaken to think that once
generalised commodity production has been institutionalised, the relevant
conception of the good that holds on the level of society as a whole is rooted
in the culture and history of the given political community. There is indeed a
conception of the good holding on the level of society as a whole, but it is the good
of capital, capital accumulation as an end in itself. The ceaseless reproduction
and expansion of capital is the driving force, the inner telos, of each individual
capital circuit and the ultimate end of a capitalist social order as a whole, and
we humans must pursue our individual and shared conceptions of the good as
best we can within that framework.

Once the reign of capital has been established, individual ends are systemat-
ically subordinated to the end of capital, and conceptions of the good embed-
ded in the culture and history of a community are systematically subordinated
to the good of capital. Human ends furthering the (inhuman) end of capital
accumulation, and conceptions of the good of the community furthering the
good of capital accumulation, are systematically advantaged over time.Human
ends and shared conceptions of the good that do not meet this criterion are
systematically disadvantaged over time. Human ends are inverted to serve the
(inhuman) end of capital; the human good is inverted to serve the (inhuman)
good of capital. From a Marxian perspective no normative social theory that
discusses ‘the right’ or ‘the good’ while ignoring these fundamental inversions
can possibly provide an adequate account of our social world.

That said, it is appropriate to highlight the ‘thin’ notion of the good on the
macro level that is a crucial feature of the standard liberal notion of neutrality,
even if the reasons for this are not seen by liberal theorists. Capital’s end, delta
m (the difference between m′ and m), is a pure quantity, a pure form, compat-
ible with an indeterminate range of contents. In this sense the good of capital
is a ‘thin’ conception of the good. It is neutral with respect to all ‘thick’ concep-
tions of the good in that any particular conception of the good is in principle
acceptable to capital, so long as it furthers, or is at least compatible with, the
production and sale of commodities culminating in valorisation. Capital’s good
is therefore far more open-ended than any substantial conception of the good
that has ever contributed to social integration in the past. Just as the traditional
liberal notion of neutrality encourages exploration of a wide range of concep-
tions of the good, so too does capital’s ‘neutrality’. At any given time, capital
accumulation can go down an indeterminately large range of alternative paths.
Over time, limits to accumulation in one direction set off experiments in oth-
ers; new forms of activity promise the rise of new paths of accumulation. Even
ends and conceptions of the good that originally appeared incompatible with
capital accumulation may contribute to the discovery of new paths for capital
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accumulation.23 Different substantive conceptions of the good may predom-
inate at different points of time, or in different regions at the same time, or in
different market niches within the same region. Capital is neutral with respect
to them all insofar as they are all are compatible with the valorisation imperat-
ive (‘mmust becomem′!’). Capital is from the start astoundingly fluid, far more
so than any other previous organising principle of social life. As it develops, its
fluidity tends to increase. New institutions, social practices, and cultural beliefs
arise allowing more rapid shifts to new product lines, occupations, regions of
development, political forms, cultural movements, and so on.

Connected with this is the fact that ‘capital’ is not some sort of concrete
entity capable of acting in anything like the sense in which a plant, animal,
or human acts. Capital can only attain its ends through human beings going
about the business of attempting to attain their ends as best they can in their
given circumstances. The good of capital requires that individuals and groups
set their ownends, basedon their ownconceptions of the good. Engineersmust
want to solve technical challenges; employees must want to provide for their
families; consumers must want to adopt new styles, and so on. Further, the
renewal of capital accumulation requires that individuals and groups are able
tomodify their conceptions of the good and their life plans in somemanner or
other. For these sorts of changes to occur with sufficient frequency, the right of
individuals and groups to do new things in newways must be institutionalised
to an unprecedented degree. This is the strong element of truth in the liberal
paradigm’s emphasis on the right to pursue our conceptions of the good and to
modify them when we wish. But these rights are not opposed to capital’s right
to pursue its good, so to speak; it is a constitutive moment of the latter.

Social agents (and associations of social agents) necessarily tend to inter-
nalise the valorisation imperative to a greater or lesser degree, consciously
and unconsciously shaping their ends in a manner that takes into account
predictions and hopes regarding what might further the ends of capital. This
does not mean everyone always chooses to undertake what is foreseen as most

23 The classic examination of this dynamic in Marx’s writing is found in his discussion
of struggles to limits the length of the working day. Most representatives of capital
fought voraciously against these limits. But imposing them led to a more developed and
dynamic form of valorisation, as systems of machines were introduced to increase output
without extending the working day. (In Marx’s terminology, imposing limits to absolute
surplus value led to new forms of relative surplus value). More recently, counter-culture
movements of the twentieth century whose participants thought they were rejecting the
reign of capital are now seen as having opened up new forms of commodification that
renewed that reign. See Frank 1998.
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likely to maximise capital’s self-valorisation. In fact relatively few make that
their personal end. But the homeostatic processes whereby capital reproduces
and expands over time include strong disciplinary mechanisms of rewards
and punishments.24 To state the main point again: ends and conceptions of
the good adopted by individuals and groups that further the ends and good
of capital are systematically privileged; those that do not, tend to be pushed
to the margins of social life, or eradicated altogether. In a social world where
these mechanisms are in place, social agents tend to adapt their preferences
to the objective force of the valorisation imperative ‘voluntarily’ just as much
(or, rather, just as little) as women in patriarchal societies ‘voluntarily’ adopt
their preferences to the privileges of fathers, husbands, and sons. In a capital-
ist market society it is simply impossible to reach a level of pure spontaneous
dispositions that have not been profoundlymoulded by the valorisation imper-
ative.

Both the radical ‘open-endedness’ of capital and capital’s dependence on
human agency help explain capital’s invisibility. From the standpoint of social
agents pursuing their individual ends in a social world whose organising prin-
ciple has such extreme indeterminacy, it does not appear that there is an organ-
ising principle built into generalised commodity production and exchange as
a whole, shaping and restricting their ends. Extending the point to communit-
arian themes, from the standpoint of members of communities in such a social
world, it appears that there are in principle no inherent restrictions on their
ability to reproduce and develop their culture and traditions. These appear-
ances are profoundly misleading.

Another factor contributing to the invisibility of capital also warrants men-
tion, given its close connection to normative judgments in everyday life. For
thousands of years social agents have been socialised into a moral universe
where praise and blame is assigned to individuals and groups on their basis
of their attitudes, intentions, and actions. The success of those who are more
fortunate will ‘naturally’ tend to be explained by themselves and others as a
reward for their owneffort, talent, and good choices, and the effort and talent of
their parents, teachers, and mentors, with some element of good luck perhaps
thrown in aswell. The disadvantages of thosewho are less fortunatewill ‘natur-
ally’ tend to be explained by themselves and others in terms of their mistaken
choices, lack of talent, lack of effort, bad parenting, and inadequate schooling,
with bad luck again thrown in for goodmeasure (including, for liberal egalitari-
ans, the bad luck of suffering from contingent injustices that could in principle

24 De Angelis 2007, Chapter 14.
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be overcome through the proper institutions and policies). To many, this way
of speaking provides an adequate vocabulary for explaining the normatively
relevant dimensions of social life. The fact that capital’s end, valorisation, is
institutionalised as an end in itself on the level of society as a whole remains
invisible, unable to be articulated in that vocabulary. It is in force nonetheless.

It is time to bring this section to a close and recall what is at stake here.Marx
grants that capitalism in principle (if by no means always in actuality) institu-
tionalises a limited form of the principle of equal moral respect by granting all
agents formal freedom and equality, including the equal right under the law to
hold property,make contracts, and so on,whatever their sex, age, ethnicity, reli-
gion, or class. But the principle of equal concern and respect demands farmore
than this. It demands an institutional order providing substantive freedom and
equality. It demands an institutional order designed to further the flourishing
of human subjects, that is, their ability to select the ends they havemost reason
to pursue, with a reasonable chance to fulfil their reasonable ends. Is this pos-
sible when human flourishing is systematically subordinated to the flourishing
of capital? Marx clearly does not believe it is.

Liberal egalitarians do not deny that ‘really existing’ capitalism has had
tremendous shortcomings from a normative point of view. The ‘core thesis’
of liberal egalitarianism introduced in Chapter 1, however, holds that these
are contingent matters that in principle could be corrected with sufficient
political will. The great challenge Marx’s concept of capital poses to liberal
egalitarianism (and to other positions in normative social theory as well) is
that it provides reasons to include capitalism among the social orders that are
inherently flawed from a normative point of view. No less than slavery, no less
than feudalism, no less thanpatriarchy, the systematic subordinationof human
ends under the end of capital is not, and can never be, consistent with equal
concern and respect for persons as ends in themselves.

Liberal egalitarians – andmany other social theorists as well – find the argu-
ments for this provocative conclusion far too general and abstract to be per-
suasive. While they may hold for some variants of capitalism in some periods
of time, farmore specificity and empirical support is needed before it would be
justified to conclude that it holds across dozens of countries over centuries, let
alone that it holds for all future possible states of all future variants of capitalist
societies. Given the immense legal, political, and cultural differences that have
distinguished different social formations in the past, all the differences that
could emerge in the future, and all the different ways in which economic life
can be affected by all those differences, stark generalisations based on abstract
considerations simply are not convincing. From a Marxian perspective, this
response reflects an inability to recognise that any and all variants of capit-
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alism will include some strange sort of ‘thing’ inseparable yet distinct from us
that preserves its identity over time:

Capital, as self-valorizing value … is a movement, a circulatory process
through different stages … Hence it can only be grasped as a movement,
and not as a static thing. Thosewho consider the autonomization of value
as amere abstraction forget that themovement of industrial capital is this
abstraction in action. Here value passes through different forms, different
movements in which it is both preserved and valorized.25

On the other hand, however, it is correct to think that the general and abstract
considerations discussed thus far are not sufficient to make Marx’s case fully.
Subsequent chapters will turn to more specific and empirical levels of discus-
sion. The immediate task is to complete the presentation of Marx’s concept of
capital.

Marx’s Concept of Capital (2): Capital as a ‘Pseudo-Subject’

We have already noted that for Marx capital is not a type of thing (a quantity
of investmentmoney, amachine, an embodied skill).26 It is a process, value-in-
motion, with delta m (the difference between m′ and m) as its immanent goal.
We must now add that each moment in the macro-monetary circuit of capital
(m-c-p-c′-m′) is a moment in the systematic reproduction of the social relation
between those who control capital and those who do not.27

The capital circuit begins with the relationship between those who own or
control sufficient investment capital (m) to purchase the commodity inputs
required for production and distribution in the given context, and those who
do not possess the requisite money capital. The normative significance of the
difference is reinforced when we move to the second phase of the capital cir-
cuit, in which the initial investment capital (m) is used to purchase commodity
inputs (c). Some of these commodities aremeans of production, including raw
materials, tools and machinery, plants and offices, and so on. The social rela-

25 Marx 1992, p. 185.
26 Could any linguistic usage be more anachronistic than calling the bows hunters used

200,000 years ago, or the skills they developed using these bows, ‘capital’?
27 Marx is fully aware that this is a drastically simplified picture of capitalistmarket societies.

He insists that considering other relationships at later, more concrete, theoretical levels
will supplement, rather than contradict, the account presented here.
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tions relevant here are inter-capital relationships, with some units of capital
producing goods and services purchased by others. Of more interest here is
another sort of social relation: those lacking both investment capital and the
money required to purchase necessary means of subsistence for themselves
and their families must sell their labour power as a commodity to those who
have the requisite critical mass of investment capital. In this manner the capa-
cities of living labour are transformed into a particular form of commodity
capital.

In principle, at least, the latter have the freedom to decide what sort of
employment they will seek and whose offer of employment they will accept.
This is a normatively significant form of autonomy in comparison to the direct
political domination underlying slavery, serfdom, and command economies.
But for Marx the absence of direct political compulsion is not to be taken as
the absence of coercion in labour markets. As stressed in the previous chapter,
economies based on generalised commodity exchange are monetarised eco-
nomies.28 Gaining access to money is not an option to be taken at one’s con-
venience. It is an absolute necessity. Individuals are forced by social forms in
place to obtainmoney if theyhope toobtain the goods and services required for
them and their dependents to live even minimally acceptable lives. The impli-
cit class dimension of this point must now be noted explicitly: in a monetised
economy, those lacking sufficient money capital are forced to sell their labour
power to some unit of capital or other. It is proper to speak of social coercion
here, since the particular set of social forms in place (the commodity form,
the money form, the capital form) are responsible for this forcing. It is not the
‘natural’ condition of human beings on this planet.29 Nor is simply a means to
ensure a social surplus is produced.

Prima facie, at least, precisely the same reasons that lead liberal egalit-
arians to reject social orders based on direct political coercion should lead
them to condemn institutional arrangements based on impersonal (structural)
coercion. The latter is as incompatible with equal concern and respect for
autonomy as the former; the formal ‘equality’ of the latter is in effect equal sub-
jection to the alien coercive power of the valorisation imperative. It is striking
how relatively little attention normative social theorists have paid to the even
more striking fact that our social world is one in which the capacities of most
human beings are reified, treated as commodities to be bought and sold, and

28 De Brunhoff 1976, Bellofiore 2005.
29 Thosewho own and control units of capital are also subjected to the valorisation imperat-

ive but, needless to say, not in the same way as those lacking ownership and control. They
do not face the same structural coercion.
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become one form of capital investment among others. On the face of it this
seems blatantly incompatible with the principle of equal concern and respect
for persons as ends in themselves. After all, ownership of commodities gives
owners use rights over the things that are owned, and so ownership by some of
the capacity of others to act gives the former the right to systematically use the
latter as ameans. Prima facie, at least, the capital/wage labour relationmust be
seen as a serious challenge to central tenants of liberal egalitarianism.30

In the next moment of the circuit, p, the living labour of those whose
labour power has been purchased is set to work, engaged in new privately
undertaken labour to produce a new set of commodity outputs, c′. Those who
have purchased commodity inputs (and their representatives) have the right
to decide how they will be used in the production process. This holds for the
special commodity, labour power, no less than for other inputs, with the sole
difference that they are told what to do and how to do it, and are expected
to obey those commands. The labour process in capitalism can therefore be
described as a form of social domination.

The living labour mobilised in the production process is in need of social
validation. Labour power will be purchased if and only if those who own and
control money capital foresee that its use will contribute to valorisation, the
immanent end of capital. Theymust expect, in other words, that themobilised
labourwill produce an output c′ that can be sold for am′ exceeding the initial m
invested.31 Since capitalism is established as thedominantmodeof production,

30 As we shall see in Chapter 7, this is a challenge left liberals believe can be met. In their
view there are a host of policies that can effectively remove any coercive dimension of the
relationship between employers and employees.

31 As explained in the previous chapter, the value of commodities is the social property they
acquire when produced by privately undertaken production that has been socially val-
idated. The monetary expression of the value of the means production that have been
purchased is determined at the time they are purchased as inputs. The privately under-
taken labour that produced purchased means of production has already been socially
validated; the labour that produced them does not have to be socially validated again. In
other words, the means of production already have a given value, expressed in the prices
for which they were sold. If we assume that there are no major changes in socially neces-
sary abstract labour required to produce them, their money value remains constant in
the capital circuit, with these prices carried over in the final prices of the commodities
to whose production they contribute. (In the case of fixed capital whose contribution
extends over a number of production periods, a fraction of their value is carried over,
determined by the rate of depreciation). If their value does change as a result of changed
social conditions (the emergenceof more efficient producers or substitute products), then
that value remains constant in the remaining stages of the capital circuit. Marx accord-
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we can assume that new labour is socially validated through sale of c′ on the
level of society as a whole, even if not in every individual case. The question is
how the difference between m′ and m can be explained.

It is absolutely crucial here to recognise the confusion of categories under-
lying any attempt to explain a social and historically specific phenomenon like
capitalist ‘profit’ (the main form in which surplus value appears on a more
concrete level of abstraction) by reference to the physical contribution of raw
materials, tools, machines, and so on, to the production of outputs. Means of
production contributed to the production of outputs throughout pre-capitalist
history without generating capitalist profits. ‘Profits’ is a historically specific
social form, and so can only be explained by historically specific social consid-
erations.

It also begs the question to trace the source (or the normative justification)
of profits to acts of investors, such as the risks they take, the ‘abstinence’ from
present consumption required to undertake those risks, their entrepreneur-
ial endeavours, and so on. All those acts presuppose a social order in which
holders of money capital are able to appropriate returns through activities
that those who do not hold money capital are not able to undertake, such as
investing money capital, saving what remains after what is (typically extens-
ive) consumption, and commercialising innovations. That social order is pre-
cisely what needs to be comprehended (and justified). Any account supposed
to explain (and justify) it cannot legitimately presuppose that very social order.
An argument by analogy should reinforce this crucial point. No defender of
capitalist market societies would accept the argument that slave holders cre-
ated (and therefore deserved to appropriate) the wealth produced by slaves
simply because they provided those slaves with rawmaterials and tools, or that

ingly terms the funds invested in means of production ‘constant’ capital. The key point is
that means of production do not themselves engage in privately undertaken labour that,
if socially validated, would create new value. When labour power is purchased as a com-
modity input and set to use, in sharp contrast, there is new privately undertaken labour
that creates new value in a new labour process when the production is socially validated
through sale of the products it has produced. This new living labour makes the amount
of value flowing through the circuit variable. And so Marx terms funds invested in labour
power ‘variable’ capital. The point to stress, once again, is that Marx’s value theory is not
concernedwith calculating the contribution of all inputs to the physical process of produ-
cing outputs by reducing both inputs and outputs to homogeneous units of labour time.
Marx’s value theory is a social theory whose goal is to comprehend how societies char-
acterised by dissociated sociality are reproduced, despite the fact that the production
and exchange of goods and services is undertaken privately, without ex ante coordina-
tion.
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feudal lords created (and deserved to appropriate) wealth produced by serfs
because they provided them with land to work on, or that bureaucratic plan-
ners created (anddeserved to appropriate)wealth producedbyworkers in state
factories and farms because they constructed and implemented a bureaucrat-
ically imposed plan. In all cases the social forms in need of comprehension
and justification are supposed to be understood and legitimated by reference
to activities that presuppose the very social forms in question. The question
is clearly begged in these cases, and defences of capitalist profits that appeal
to risk, abstinence, entrepreneurial initiative, and so on, are analogous in all
relevant respects.32

In contrast, Marx’s explanation is historically and socially specific: surplus
value (profits) is the fetishised form of the surplus labour performed by wage
labourers in the production process. This explanation does imply that the
capital/wage labour relationship is similar to the master/slave relationship
and the lord/serf relationship in one fundamental respect: all three are based
on exploitation in the Marxian sense of the term. In all three, one group of
social agents engages in surplus labour to produce social wealth that is then
appropriated by another group. Nonetheless, it is a historically specific and
social explanation, which sets it apart from non-Marxian accounts. For one
thing, wage labourers are in a quite different position from that of slaves, serfs,
and peasants forced to provide tribute to their rulers, or those subjected to the
dictates of an unelected bureaucracy. They are (in principle, at least) formally
free to transact where, when, and with whom they wish, a formal freedom
whose normative significance Marx has no wish to reject.33 For another, the
surplus wealth produced by surplus labour takes the historically specific social
form of surplus value. And rather than being subject to the direct political
authority of masters and lords, the exploitation of wage labourers is ultimately
due to their subordination under the impersonal valorisation imperative.34
Wage labourers lack substantive freedom, that is, the ability to live the sort of
lives they have most reason to value, for the historically specific reason that
access to productive resources and means of subsistence is granted only on

32 Schweickart 1993, Chapter 1, provides a devastating critique of neoclassical economics
from this perspective.

33 ‘[Theworker] is not restricted to particular objects, nor to a particular kind of satisfaction.
The range of his enjoyments is not limited qualitatively…This distinguishes him from the
slave, serf, etc.’ (Marx 1986b, p. 213). (Marx was well aware, of course, that capitalism has
often denied the formal freedom to large categories of workers, as his discussion of the
role of us slavery in producing the cotton for British factories shows. Marx 1976a, p. 345).

34 Specific aspects of this general subordination will be explored in the following chapter.
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the condition that most of their adult waking life is in effect directed towards
fulfilment of the valorisation imperative.35

Opponents of Marxism commonlymake themistake of thinking thatMarx’s
conception of exploitation is meant to apply whenever a surplus produced by
one group is appropriated by another. Since any acceptable form of society has
to generate such a surplus, they conclude that this makesMarx’s category non-
sense. For example Blaug, a leading economic historian writes, ‘They [Marxian
theorists, t.s.] cannot infer “exploitation” simply from the coercive social power
of capitalists because this is exercised to prevent wages from rising sufficiently
to eat up the entire product, and some such mechanism is required even in
a socialist economy to secure further growth’.36 Blaug’s ‘some such mechan-
ism’ blithely and dogmatically presupposes any and all production of a social
surplus must involve the sort of structural coercion characterising the cap-
ital/wage labour relationship. He simply rules out by fiat the possibility that
a social surplus could be produced and allocated under the democratic over-
sight of those producing and using it. This justification of coercive social forms
is dogmatic ideology masquerading as social science. (I return to this theme in
Chapters 8 and 12.)

Turning now to c′, the commodity outputs that are sold fall into three broad
categories at this level of analysis: wage goods, goods for the consumption of
the owners and controllers of capital, and means of production to be used in
future production and distribution. After wage goods have been purchased,
wage labourers have spent their income on the goods and services required
to reproduce themselves and their families, with perhaps a small amount set
aside for savings. The owners and controllers of capital, in contrast, have as
a group (even if not in every individual case) obtained a monetary return
enabling them to reinvest in the next circuit, even after the funds devoted to
the their own personal consumption (and that of their dependents) have been
deducted. The capital/wage labour relationship has thereby been reproduced;
the next circuit begins once again with one group owning and controlling
investment capital and another lacking it. Wage labourers, having spent their
income on means of subsistence, must once again sell their labour power
to holders of capital, and must once again subordinate their living labour
to the ‘augmentation of value’.37 And so the dimensions of the capital/wage
labour relationship that are deeply problematic from a normative point of

35 Time spent traveling to, preparing for, and recovering from the workplace should be
included in the final tally, along with time devoted to formal and informal training.

36 Blaug 2000, p. 31.
37 ‘This form of mediation … perpetuates the relation between capital as the buyer and
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view – structural coercion, the commodification of human capacities to act,
the systematic andmassive use of persons asmeans (domination in the labour
process), class exploitation – are reproduced over time as well.38 The price
system is not merely a system for validating privately undertaken labour. It is
simultaneously the system through which the capital/wage labour relation is
reproduced.39 Each phase of the capital circuit is a phase of the capital/wage
labour relationship; the valorisation process is a process of purchasing labour
power, setting living labour to work, and selling the products of that living
labour.40

the worker as the seller of labour. Through the mediation of this sale and purchase it
disguises the real transaction, and theperpetual dependencewhich is constantly renewed,
by presenting it as no more than a financial relationship … The constant renewal of
the relationship of sale and purchase merely ensures the perpetuation of the specific
relationship of dependency, endowing it with the deceptive illusion of a transaction, of
a contract between equally free and equally matched commodity owners’ (Marx 1976b,
pp. 1063–4).

38 ‘It is [not] amere accident that capitalist andworker confront each other in themarket as
buyer and seller. It is the alternating rhythm of the process itself which throws the worker
back onto the market again and again as a seller of his labour-power and continually
transforms his own product into a means by which another can purchase him. In reality,
the worker belongs to capital before he has sold himself to the capitalist. His economic
bondage is at once mediated through, and concealed by, the periodic renewal of the act
by which he sells himself, his change of masters, and the oscillations in the market-price
of his labour’ (Marx 1976a, p. 724).

39 See Mattick 1991–2. On other levels of abstraction, other dimensions of the price sys-
temmust be considered. The price system also mediates relations among units of capital
with different levels of productivity (leading to an above average rate of profit for some,
a lower rate for others), sectors employing constant and variable capital in different pro-
portions; sectors with different turnover times, sectors with fundamentally different tasks
(industrial capital vis-à-vis merchant capital and financial capital), and so on. These com-
plications do not affect the fundamental pointmade here: the circulation of commodities
andmoney in capital’s valorisation process simultaneously reproduces the social relation-
ship between capital and wage labour.

40 As noted earlier in this work, Marx’s supposed inability to solve the ‘transformation
problem’ has beenoneof themain reasons given to justify rejecting his critique of political
economy (see Blaug 2000). The root of the problem has been taken to be his alleged
failure to ‘transform’ the inputs of production, taking the labour values from Volume 1
and using them in Volume 3, where all inputs should be given in prices of production.
Once the inputs are properly transformed, the criticism continues, the crucial identities
Marx posited between the sum total of values and the sum total of prices, and between
the total surplus value and total profits, do not simultaneously hold in the general case.
In the previous chapter I rejected the ‘dual systems’ interpretation presupposed in these
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Two dimensions of Marx’s concept of capital have been distinguished. Cap-
ital is a simultaneously structured process circulating things (commodities,
money) and reproducing class relations. In many respects taking the second
dimension into account simply reinforces and develops the normative issues
raised by the first. Capital’s reign as a ‘dominant subject’, a ‘self-moving sub-
stance’, an all-powerful essence governing the valorisation process, continues
to hold. It remains the case that human ends and flourishing are systematically
subordinated to the ends and flourishing of capital. But the second dimen-
sion of Marx’s concept of capital greatly deepens and complicates our com-
prehension of capital’s ontological status. We can now see that capital, the
all-powerful ‘Dominant Subject’ of market societies, utterly lacks the power to
generate m′ out of itself. It has in fact no powers in and of itself. We can – we
must – continue to speak of the ‘self-valorisation of value’, since that reified
speech captures our reified world. But capital’s ‘self-valorisation’ is nothing but
the reproduction of the capital/wage labour relation, in which living labour
is forced to put its creative powers at capital’s disposal: ‘capital … valorises
itself through the appropriation of alien labour’.41 As a result of being incor-
porated in the capital circuit, the creative powers and achievements of living
labour appear in the alien form of powers and achievements of capital, dir-
ected towards capital’s end.42 Further, the powers living labour mobilises in

criticisms of Marx. We must add to this the recognition that Volume 1 is essentially
concerned with how the coercive and exploitative relationship between capital and wage
labour is reproduced on the level of society as a whole in the course of the macro-
monetary circuit. The m with which this circuit begins is the aggregate money capital
for investment in the economy as a whole. The next stage in the circuit, c, represents the
aggregate prices for constant capital and variable capital in the economy as awhole. These
are the actual prices invested in purchasingmeans of production and labour power in the
aggregate. In Volume 1Marx takes these aggregate prices as given. In Volume 3 he explains
that they are aggregate sums of prices of production that in general are not proportional
to the socially necessary labour times required to produce means of production and
wage goods. This divergence is not explained in Volume 1. But that does not mean that
the aggregate prices of constant capital and variable capital in Volume 1 are to be taken
as hypothetical and imaginary units of labour time. The input prices of Volume 1 and
Volume3 are the sameprices, taken in the aggregate in the former anddisaggregated in the
latter into different sectors with different compositions of capital and different turnover
times. There was, in brief, no ‘failure’ to transform input prices since no transformation
was needed. Once this is comprehended, establishing that Marx’s two identities hold is
relatively straightforward. See Moseley 1993 and, especially, 2015b for the details.

41 Marx 1986, p. 233.
42 ‘All the powers of labour project themselves as powers of capital’ (Marx 1976a, pp. 755–
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the course of capital circuits are now also powers of capital in a literal and
socially objective sense. These include the powers of nature,43 the heritage
of pre-capitalist societies,44 the powers of scientific and technological know-
ledge,45 and so on.46

If we ask why the social powers of living labour necessarily appear in the
alien form of powers of capital, a clue lies in the notion of dissociated sociality.
Previously in this work the term has referred to the manner in which pro-
duction is undertaken by separate units of production, who do not know ex
ante whether or not their privately undertaken production is socially neces-
sary. A second aspect of dissociated sociality must now be noted: in gener-
alised commodity production, in contrast to all previous social systems, liv-
ing labour is separated from the objective preconditions of human life. The
means of subsistence required for human life confront workers as commodit-
ies owned by others. Themeans of production (machines, tools, rawmaterials,
etc.) required for production of means of subsistence (and all other goods and
services) generally are also commodities owned by others. However exploitat-
ive and oppressive they indubitably were, we do not find this separation of liv-
ing labour from its objective material preconditions in slavery or feudalism or
tribute extracting regimes. Slaves were fed and given tools and materials; serfs
and peasants could feed themselves and owned their own tools and land. It is
because of this historically specific form of (dis)sociality that capital emerges

6). ‘The development of the social productive forces of labour and the conditions of that
development come to appear as the achievement of capital’ (Marx 1976b, p. 1055).

43 Marx 1976a, p. 757.
44 ‘[T]he capital-relation arises out of an economic soil that is the product of a long process

of development. The existing productivity of labour, from which it proceeds as its basis,
is a gift, not of nature, but of a history embracing thousands of centuries’ (Marx 1976a,
p. 647).

45 ‘Once discovered, the law of the deflection of a magnetic needle in the field of an electric
current, or the law of the magnetization of iron, cost absolutely nothing … Science,
generally speaking, costs the capitalist nothing, a fact that by nomeans prevents him from
exploiting it … [I]t is clear at first glance that large-scale industry raises the productivity
of labour to an extraordinary degree by incorporating into the production process both
the immense forces of nature and the results arrived at by natural science’ (Marx 1976a,
pp. 508–9).

46 Unpaid care labour in households also provides a free service for capital insofar as it
contributes to the production and reproduction of capital’s most important commod-
ity, labour power. The ‘free gifts’ to capital provided by nature, history, scientific-technical
knowledge, and care labour fall within the scope of Marx’s value theory, since the valor-
isation process would come to an immediate halt were it not for these ‘gifts’.
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figure 4 Capital: an alien form of
(dissociated) sociality

as a ‘real abstraction’, able to appropriate the powers of social labour as its own
powers, along with and various powers social labour mobilises.

Taking the two dimensions of Marx’s concept of capital together, the com-
plex and contradictory ontology of capital can be comprehended as the insep-
arable conjunction of two dimensions involving two antagonistic, irreconcil-
able, and compelling claims to be the essential matter in the capitalist mode
of production. On the one side, there is capital as the dominant subject, on the
other, human sociality (in the form of dissociated sociality).

The ontology of capital is even more bizarre and paradoxical than that of
subatomic entities, somehow simultaneously particles and waves. Capital is
Everything, anAbsolute Subject subsuming every nook and cranny of social life
to the imperatives of commodification, monetarisation, and valorisation. But
capital is equally Nothing in and of itself, a mere Pseudo-subject, a parasite,
a ghost, a ‘vampire’, whose self-valorisation turns out to be nothing but a
forced appropriation of the creative powers of living labour (and the powers
of science, machinery, nature, pre-capitalist cultural achievements, and so on,
that living labour mobilises). In one sense these capacities are capacities of
capital. But in another sense capital, as pure form, has no capacities on its own.
Once created and mobilised, the capacities of living labour remain capacities
of living labour, even after they have been incorporated within capital circuits
as moments of capital’s self-valorisation. In this sense these capacities remain
ontologically ‘other’ than capital.47

Comprehending this complexity is a matter of great importance practically
as well as theoretically. With too much emphasis on the collective powers of
living labour, capital’s continuing power to impose its measure (valorisation)

47 Today a growing portion of capabilities of living labour are created andmobilised outside
the capital form in what some call a new mode of production (‘commons-based peer
production’). Discussion of this trend and its import will be postponed until Chapters 10
and 11.
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on the social world is lost.48 On the other hand, the more emphasis given to
capital’s power, the more difficult it is to leave open a space for resistance to
capital’s domination (recall the discussion in note 49 of the previous chapter).
If capital can only attain its end throughhumans pursuing their ends, and if the
so-called powers and capacities of capital remain the collective human powers
and capacities of living labour (despite taking on the alien form of powers
and capacities of capital), then there is a space to conceptualise the pursuit
of human ends and the development of human capacities as something more
than merely moments of capital’s self-valorisation. There is then an objective
potential for these capacities to be actualised in ways that are not subordinate
to capital, and a reason to not assume that resistance to capital can never be
anything more than a means for capital’s self-renewal.

Marx’s theory of exploitation demolishes capital’s pretentions theoretically.
Nonetheless, capital continues to functionas anAbsolute Subject standingover
the social world so long as the social forms of dissociated sociality remain in
place, that is, so long as the individual in capitalism is ‘naked’, cut off from
access to the material preconditions of human life, dependent on capital’s
permission to gain access to these preconditions. If, however, that particular
form of social organisation were to dissipate, capital, despite all its supposed
powers, would dissipate immediately:

The recognition of the product as its [labour’s] own, and its awareness
that its separation from the conditions of its realisation is an injustice –
a relationship imposed by force – is an enormous consciousness, itself
the product of the capitalist mode of production and just as much the
knell to its doom as the consciousness of the slave that he could
not be the property of the another reduced slavery to an artificial, lingering
existence, and made it impossible for it to continue to provide the basis
of production.49

Normative social theorists committed to the construction of a social world
allowing everyone a fair chance to live the sort of lives they have most reason
to value should consider this passage closely.

48 This error pervades the writings of Hardt and Negri, who somehow believe that living
labour now operates autonomously from capital’s measure, which they suppose is now
merely imposed externally, in contrast to the factories of an earlier age. See Hardt and
Negri 2009, p. 141.

49 Marx 1986b, pp. 390–1.
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Human Flourishing and the Structural Tendencies
of Capitalism

As we have seen, for Marx the social ontology of capitalism is more complex,
and more perverse, than mainstream social theorists suspect. From the stand-
point of units of capital, ‘Use values must … never be treated as [their] imme-
diate aim … nor must the profit on any single transaction. [The] aim is rather
the unceasing movement of profit-making … [t]he ceaseless augmentation of
value’.1 The ‘ceaseless augmentation of value’ is the ruling principle of total
social capital as well, the higher-order whole incorporating the intertwined
m-c-m′ circuits of individual units of capital (and the various c-m-c circuits
subordinatedunder them).Within this social ordermoney is notmerely a prox-
imate goal, subordinate to the ultimate end of producing and distributing the
goods and services required tomeet humanwants andneeds. A profound onto-
logical inversion of means and ends occurs. Human ends are now subordinate
to the accumulation of money capital as an end in itself; human flourishing
is now subordinate to the flourishing of capital. Liberal egalitarianism, no less
than classical liberalism or libertarianism, overlooks the fundamental inver-
sion of ends and means lying at the very heart of capitalism. That, at least, is
the heart of the Marxian challenge to the core thesis of liberal egalitarianism.

In the twoprevious chapters thisMarxian challengehasbeendevelopedona
very abstract level devoted to examining the key social formsof a capitalistmar-
ket society (the commodity, value,money, capital, andwage labour forms). The
present chapter develops this challenge more concretely, examining essential
structural tendencies that necessarily arise in capitalist societies when these
social forms are in place. The structural tendencies of interest concern the cap-
ital/wage labour relationship, the accumulation process, financial operations,
the environment, and the global economy.

Each tendency considered below is a particular case of the general tendency
for the pursuit of the end of capital to come at the cost of human flourishing.
In this sense the present chapter develops the main theme of the previous
one. From another perspective, however, the present perspective provides a
transition to the two that follow. The main question at stake in the debate

1 Marx 1976a, p. 254.
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betweenMarxism and liberal egalitarianism does not have to do with whether
these sorts of tendencies can be discerned in capitalism. Adherents of the
former recognise that they can be. The key issue is whether these sorts of
tendencies can be put out of play, the topic of Chapters 7 and 8.

The Capital/Wage Labour Relationship

The major tendencies associated with the social form of wage labour were
introduced briefly in the previous chapter: coercion, domination, and exploita-
tion. Theremay be individual instances of capital/wage labour relations where
these phenomena are lacking. There may be particular regions where these
tendencies are attenuated for particular periods. Somepeoplemay truly choose
freely to give up leisure for extra income; some capitalist workplaces may be
based on truly free cooperation; someunits of production anddistributionmay
be non-profits in a true sense.2 Nonetheless, Marx asserts, in modern capital-
ism matters necessarily tend to be quite different. And as Aristotle teaches us,
social theory should focus primarily on what is the case ‘proximally and for the
most part’.

Coercion
Wage labourers will agree to work in factories and offices whenever accept-
ing the offered pay and job conditions is a superior alternative to their other
options. But, Marx insists, an honest examination of these ‘other options’ con-
firms that wage offers necessarily tend to be ‘coercive offers’. When a relatively
small set of social agents privately own a critical mass of the non-human pro-
ductive resources of the society, as well as the goods and services required to
meet human needs, while the vast majority own hardly more than their capa-
city to act, the latter are in effect forced to sell their labour power as a com-
modity to the former. The coercive element is imposed impersonally, and it
includes a dimension of formal (legal) freedom; this complicates matters. But
it neither removes the coercive dimension nor diminishes the normative signi-
ficance of that dimension. Formal freedom in labourmarkets is not substantive
freedom.

2 A ‘non-profit’ firm is not truly non-profit if over-inflated salaries of top executives are best
seen as in effect a form of distributing profits.
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Domination
A second normative issue concerns social relations in the workplace. In capit-
alism, decisions regarding the introduction of new technologies in the labour
process and the transformation of forms of social organisation within which
those technologies are employed are treated as fundamentally ‘private’ matters
to be taken by owners of units of capital in the pursuit of their self-interest, or
(more typically) by the managers they appoint as their agents. Managers have
a clear legal obligation to put the interests of investors first and foremost. They
can also be expected to pursue their own private interest in appropriating a
share of the firm’s profits in the disguised form of salary, bonuses, and perks
(such as expense accounts), with the power of Boards of Directors to replace
them ameans to keep their agendawithin bounds consistent with the interests
of investors. Lip servicemay be given to a vaguemoral duty to take into account
the interests of workers and other ‘stakeholders’. But this does not affect the
essential matter: decision-making in workplaces is treated as fundamentally
disanalogous to the decisions of public officials.

Advocates of capitalism of all stripes grant that decisions by state officials
should be seen as exercises of public authority, and that those in positions of
authority should be ultimately accountable to those over whom their authority
is exercised.3Workplace relationships, in contrast, are taken as free agreements
to join a type of voluntary association (e.g. a church)where to join is equivalent
to accepting a hierarchical structure in which those in positions of authority
are not accountable to those below them.4 Individual rights are retainedwithin
voluntary associations, notably including a right to exit. But the right to hold
those exercising authority democratically accountable need not be on the
list.

From a Marxian point of view the supposed analogy between accepting
employment by a unit of capital and joining a voluntary association breaks

3 The qualification (‘ultimately’) is required to take into account the fact that liberal egalitari-
ans generally share the common view that granting discretionary power to officials with spe-
cial expertise in cases where expertise is of special importance is often normatively accept-
able, and may sometimes be normatively required. Direct accountability is not appropriate
in every sphere, or in every particular case. But there must always be a clear chain ensuring
ultimate accountability (as, for instance, when unelected state officials are appointed by and
answerable to elected official directly accountable to citizens).

4 Typically, of course, people are born into religious communities rather than choosing to join
them. But as long as members have developed the intellectual and emotional capacities to
make informed and free decisions (including especially the decision to exit), remaining a
member can be categorised as a free choice. See Nussbaum 2001, Chapter 3.



134 chapter 6

down in two key places. No adherent of any branch of contemporary liberalism
would characterise a situationwhere onehas to join someauthoritarian church
or other in order to enjoy a minimally acceptable life as one of adequate free-
dom. Freedom of religion implies not merely a right to join a religious associ-
ation of one’s choice; it also implies a right to not join any religious association.
But the ‘nakedness’ of individuals in capitalism – that is, their socially imposed
separation from the essential objective preconditions of human life (means of
subsistence and the means of production necessary to produce them) – gen-
erally forces individuals to sell their labour power to some unit or capital or
other in order to enjoy a minimally acceptable life. This feature of the cap-
ital/wage labour relation is far more analogous to the way in which individuals
are forced to live under some political authority or other in a world where all
(or nearly all) territories are distributed among political regimes than it is to
an option to join or remain within a truly voluntary association in civil soci-
ety.5

Second, putting ‘mom and pop’ operations and other small-scale businesses
to the side, decisions to introduce new technologies and new forms of social
organisation in the workplace clearly affects the well-being of others on a sig-
nificant scale.Most people spendmost of theirwaking adult lives inworkplaces
and travelling to and from them.Of course decisionsmadeby authorities in vol-
untary associationsmay also have a profound impact on daily lives, as religious
communities attest. But when combined with the coercive element discussed
in the last paragraph, the parallel with the scale and significance of decisions
made by ‘political’ authorities appears far closer.

As argued in Chapter 2, the principle of democracy – exercises of author-
ity are legitimate if and only if those exercising authority are accountable to
those over whom the authority is exercised; legitimate government rests on
the consent of the governed – is a corollary of the moral equality principle,
required for institutionalising equal concern and respect. Given the strength
of the analogy between political authority and authority in the workplace, it
would seem to follow that the principle ought to be applied to the latter as well
as the former. If the capital/wage labour relation rules out normatively required
accountability as a matter of principle, then the capital/wage labour relation
is in principle incompatible with the principle of equal moral worth. Liberal
egalitarians, however, do not draw this conclusion. They restrict the political
dimension of the workplace relations to the ‘background conditions’ of work-

5 In Chapter 8 I argue that exercises of concentrated economic power are every bit as ‘political’
as exercises of power by state officials.
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place practices, and accept the standard principal/agent relationship between
investors (the ‘principal’ in the relationship) andmanagers (the ‘agents’ of that
principal), simply adding that the interests of other ‘stakeholders’ should be
taken into account as well. But no liberal egalitarian would affirm that political
despotism becomes normatively acceptable by simply adding a proviso that
the despot ought to take the interests of all subjects into account. The des-
potism of the capitalist workplace does not become normatively acceptable
with the addition of an analogous proviso. A central element of the Marxian
challenge to liberal egalitarianism, then, is the demand that liberal egalitarians
explicitly acknowledge that their normative values demand a democratisation
of the workplace inherently incompatible with the capital/wage labour rela-
tionship.

The exercise of unaccountable authority in capitalist workplaces would be
normatively problematic even if decisionsmade by the agents of capital some-
how generally coincided with those that would have been taken had they had
been accountable. (Despotic rule in states would remain normatively prob-
lematic even when the despot’s decisions somehow coincided with those a
representative government would have made, as Pettit convincingly argues in
his analysis of domination).6 But, as it happens, there are no good reasons to
think that decisions regarding the technologies and forms of social organisa-
tions takenby representatives of capitalwill tend to coincidewith thedecisions
that would have been taken had those exercising authority been accountable
to those over whom their authority was exercised. It is reasonable to expect
instead a systematic bias in the distribution of the benefits and costs of tech-
nological change that would not tend to occur in democratic workplaces. As
Marx notes,

John Stuart Mill says … ‘It is questionable if all the mechanical inven-
tions yet made have lightened the day’s toil of any human being’. That
is, however, by no means the aim of the application of machinery under
capitalism. Like every other instrument for increasing the productivity of
labour, machinery is intended to cheapen commodities and, by shorten-
ing the part of the working day in which the worker works for himself, to
lengthen the other part, the part he gives to the capitalist for nothing. The
machine is a means for producing surplus-value.7

6 Pettit 2012.
7 Marx 1976a, p. 492.
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The inherently political nature of work relations here appears in the form
of what may be termed ‘the politics of time’. When productivity gains occur
as a result of technological change, those gains could in principle reduce the
time that must be spent in wage labour, while maintaining the same level of
output. Or they could be used to increase the level of output, while keeping the
time devoted towage labour constant.8 Increasing output can in principle con-
tribute to human flourishing; most conceptions of the good life have material
preconditions. But there is some point past which human flourishing would be
furthered much more by having more time to spend with family and friends,
more time for projects of one’s own choosing, more time to pursue general
intellectual and cultural development, andmore time to participate in the col-
lective self-management of communities and workplaces.9

Increasing the production and sale of commodities promises to contribute
directly to the accumulation of capital; increasing the temporal freedom of
human beings does not. When decisions regarding the introduction and use
of technologies are made within the capital/wage labour relationship, the
latter path is systematically privileged; advances inproductivitywill necessarily
tend to be used to further output (and therefore sales and profits), rather
than expand the time members of the workforce can spend outside formal
employment (at the same or greater standard of living). This bias is due to the
capital form, which treats decisions determining the social consequences of
productivity advances as private decisions made by owners, or by managers
who are the agents of those ‘principals’. It is not a ‘natural’ occurrence or
determined by the technology.

By any relevant measure the effects of this bias are profound and pervasive
in the long run. The development of human capacities has been systematically
restricted by the quenchless thirst for surplus value: ‘Since all free time is time
for free development, the capitalist usurps the free time created by workers for
society’.10 Not only do productivity advances fail to further human flourishing
to the greatest feasible degree; severe physical harm and psychological stress

8 Many intermediate options are possible as well, of course. This does not affect the point
made in the main text.

9 ‘Just as the savagemustwrestlewith nature to satisfy his needs, tomaintain and reproduce
his life, so must civilized man, and he must do so in all forms of society and under all
possiblemodes of production…[T]his always remains a realmof necessity.The true realm
of freedom, thedevelopmentof humanpowers as anend in itself, beginsbeyond it, though
it can only flourish with this realm of necessity as its basis. The reduction of the working
day is the basic prerequisite’ (Marx 1981, p. 959).

10 Marx 1987a, p. 22.
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are inflicted on workers in offices and factories from increases in productivity
introduced without any decline (and often with an increase) in the length of
the workday, today no less than Marx’s era.11

When one set of social agents has the power to impose its will more or less
unilaterally on the members of another set in the labour process, the category
of social domination is appropriate.

Exploitation
The structural coercion of labour markets is not their only normatively sig-
nificant dimension. It is also crucial to note that labour power will only be
purchased if it can be foreseen that living labour is likely to create more value
thanwhatworkers receive back in the formof wages (‘surplus value’, inMarxian
parlance). Domination in the labour process is also directed to the production
of surplus value. The capital/wage labour relation is characterised by exploita-
tion no less than structural coercion and domination.

If exploitation is a matter of the labour force creating more monetary value
than its members receive back in the form of wages (with the difference then
appropriated and controlled by a different class than the direct producers),
then the rate of exploitation can be increased by increasing the length of the
working day so that even more of it is devoted to surplus labour producing
surplus value (the result is ‘absolute surplus value’, in Marx’s terminology).
When limits to the length of the working day are imposed by nature or law, the
imperative to appropriate surplus value can be furthered through productivity
gains reducing unit costs, although the story is more complicated here. If
the decline is sufficiently large – if, in other words, the individual value of
produced commodities is sufficiently below their social value – output can be
sold at a price that both undercuts competitors (and so allows market share to
expand) and allows above-average profits to be appropriated.12 In effect, more
productive (value producing) labour is then paid as if it were labour of average
productivity, raising the rate of surplus value for the given unit of production.
Eventually the above average profits dissipate, as other capitals duplicate the
productivity-enhancing innovations. But when productivity advances occur in
the sectors producing wage goods (or inputs employed in the production of
wage goods), a decline in the prices of these wage goods remains after above-
average profits have dissipated. Taking the level of real wages and the length of
the working day as given, the time devoted to producing a value equivalent to

11 Smith 2000, Chapter 3, Smith 2012a, Head 2003, Crary 2014.
12 Marx 1976a, p. 434.
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wageswould therebybe reduced, increasing surplus labour time andproducing
what Marx terms ‘relative surplus value’.

Marxmakesnoteof manycontingencies in thehistorical developmentof the
industrial revolution in England. But that the instruments of production were
revolutionised in systems of machinerywas not contingent, due tomachinery’s
role in improving productivity (and thereby the production of relative surplus
value):

Once included into the production process of capital … the means of
labour passes through a series of metamorphoses until it ends up as the
machine, or rather as an automatic systemof machinery… In themachine,
and to an even greater degree inmachine[ry] as an automatic system, the
means of labour is transformed, with respect to its use value, i.e. to its
material character, into a form adequate to fixed capital and to capital in
general.13

No machine or system of machinery will remain ‘adequate … to capital in
general’ indefinitely; ‘every degree of the development of the social product-
ive forces, of intercourse, of knowledge, etc., appears to [capital] as a bar-
rier which it strives to overcome’.14 Striving to overcome this barrier results in
the increasing subsumption of scientific-technological knowledge under cap-
ital:

[A]ll the sciences have been forced into the service of capital … invention
becomes a business, and the application of science to immediate produc-
tion itself becomes a factor determining and soliciting science.15

In this account of relative surplus value, Marx takes the value of labour power
as given, relating it to the value of the items in a fixed wage basket. Given these
assumptions, productivity gains in sectors producing wage goods (or inputs to
the production of wage goods) automatically lead to a decline in the value of
labour power and a corresponding increase in the rate of surplus value (that

13 Marx, 1987a, p. 82.
14 Marx 1986b, p. 465.
15 Marx 1987a, pp. 89–90. Contemporary economists who proclaim that technological

change is endogenous to capitalism, and that capitalism evolves into a ‘knowledge eco-
nomy’, may be breaking new ground in neoclassical economics. But they aremerely echo-
ing whatMarx wrote long ago. See the discussion of so-called new growth theory in Smith
2007.
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is, the ratio between surplus value produced by living labour and the cost of
labour power). Since the goal of this stage of Marx’s exposition is to explore
what surplus value is, these assumptions aremethodologically legitimate. But it
is important to keep inmind that they aremerelymethodological assumptions,
relevant only in a restricted theoretical context.They arenot theoretical axioms
to which Marx is irredeemably committed. The general claim to which Marx
is committed is that the value of labour power has a ‘historical and moral
component’; both the items in the wage basket and the value of those items
will differ in different social and historical contexts. This is due in good part
to the fact that the social consequences of a given advance in productivity are
indeterminate.

If the wage basket remains fixed, a ‘maximal’ increase in the rate of surplus
value results, everything else equal, due to the decline in the value of labour
power following on from the decline in the value of items in the wage basket.
But a given increase in productivity could in principle also result in a propor-
tional increase in the items in the wage basket, leaving the value of labour
power, surplus value, and the rate of exploitation constant, while the living
standards of workers increased. Or the value of labour power might decline
and the rate of exploitation increase, while the living standards of working
households (measured by the items in thewage basket) nonetheless increased.
Or the value of labour power and the rate of exploitation could both increase
simultaneously. An indefinite number of results is possible in principle. Marx
recognises this. Nonetheless, he asserts thatwhatever the particular results, the
general tendency for the capital/wage labour relationship to be exploitative
remains. This conclusion is partially based on the fact that productivity gains
are not sought by units of capital for their own sake, or to increase the living
standards of working men and women. They are sought in the hope of attain-
ing surplus value, a m′ exceeding the initial money invested. But the subjective
intentions of the representatives of capital cannot be the entire story, of course.
There must be social mechanisms ensuring that these intentions necessarily
tend to be fulfilled. And there are.

Higher real wages and other significant benefits are rarely awarded to work-
ers by representatives of capital voluntarily. They generally must be demanded
and struggled for. An important precondition for workers undertaking such
struggles is a strong sense of their own agency. This sense of agency tends to be
undermined when technology and scientific-technological knowledge in the
capitalist workplace are experienced as alien powers over them:

In no respect does the machine appear as the means of labour of the
individual worker … [T]he machine, which possesses skill and power in
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contrast to the worker, is itself the virtuoso. It possesses a soul of its own
in the laws of mechanics which determine its operation …The activity of
the worker, restricted to a mere abstraction of activity, is determined and
governed in every respect by the movement of the machinery, not vice
versa. Science, which compels the inanimate members of the machinery,
by means of their design, to operate purposefully as an automaton, does
not exist in the worker’s consciousness, but acts upon him through the
machine as an alien force, as the force of the machine itself.16

In these circumstances the lived experience of those engaged in labour pro-
cesses is one of powerlessness. The more this feeling pervades their lives, the
less they are able to see themselves as agents capable of struggling successfully
for higher real wages. And so they refrain.

Collective organisation can overcome a sense of individual powerlessness,
and collective action has proven to be the most effective way to win a share of
the benefits of productivity advances. By definition, however, collective organ-
isation is undermined by divisions within the workforce, and technological
change can foster such divisions in a variety of ways:

– Technologically-induced unemployment typically sets those desperate for
work against those desperate to retain their jobs.17

– Technologies maymake the threat of shifting investment from one group of
workers to another more effective.18

– Technologies that ‘deskill’ those enjoying relatively high levels of remunera-
tion and control over their labour process tend to shift the balance of power
between capital and labour in favour of the former.19

16 Marx 1987a, pp. 82–3.
17 Marx 1976a, Chapter 25.
18 In Capital Marx paid particular attention to the use of the technologies of the industrial

revolution in ‘divide and conquer’ strategies along gender lines (Marx 1976a, p. 601). In
more recent decades, information technologies have enabled cross-border production
chains to be established, making it much easier for workers in one region of the globe
to be played off against those in other regions (a topic to which I shall return in sub-
sequent chapters; see Moody 1997, Huws 2007, 2008). The complex relationship between
capitalism and racial divisions also needs to be considered in this context (see Davis 1986,
pp. 26–9, Roediger 1999).

19 Marx 1976a, p. 549. Scarequotes are requiredbecause ‘deskilling’ is oftenmisleadinglyused
to describe a generalisation of previously above-average skills, and because qualitatively
new skills may be developing as old ones are eroded.
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– Technologies that undercut the effectiveness of strikes should also be
included in any consideration of how technological change in capitalism
affects the distribution of the benefits and burdens of productivity ad-
vances.20

Labour history shows that the very technologies introduced to divide thework-
force deskill certain categories of workers, or break strikes, in certain con-
texts may contribute to worker unity, enhance the skills of different workers,
and contribute to the success of labour struggles. The social consequences of
technological innovation are indeterminate; unintended consequences may
emerge. The strategies of the representatives of capital may meet resistance,
and this resistancemay be successful in particular cases in certain respects. But
a normative assessment of the general tendencies associated with technolo-
gical change in capitalismmust focus primarily on what happens ‘proximately
and for the most part’, as Aristotle would say. Ownership and control of capital
grants an ‘operational autonomy’ to initiate and direct innovation in the work-
place.21 As long as this power is in place, ‘the dice are loaded’, and productivity
gains will continue to generally serve the ultimate end of increasing surplus
value.22

‘Sowhat?’,manywould ask. Everymodern economic systemmust have some
way of generating a social surplus.23 And when all is said and done, capitalism
has generated the greatest expansion of living standards in human history,
measured both in material terms and in extension of the social beneficiaries.
Both points are true enough. Marx unambiguously asserted the need for a
surplus.24 And while he made the provisional assumption that the level of the
realwage is fixed inmuch of Volume 1,Marx explicitly recognised from the start
that the value of labour power varies in different historical circumstances.25
In specific, once again, living standards for workers may rise as productivity

20 ‘[M]achinery does not just act as a superior competitor to the worker, always on the point
of making him superfluous. It is a power inimical to him… It is themost powerful weapon
for suppressing strikes, those periodic revolts of the working class against the autocracy
of capital … It would be possible to write a whole history of the inventions made since
1830 for the sole purpose of providing capital with weapons against working-class revolt’
(Marx 1976a, pp. 562–3). This history has not yet concluded.

21 Feenberg 2010.
22 Marx 1976a, p. 793.
23 See again the passage from the prominent economic historian Mark Blaug, quoted on

p. 125 above.
24 For example, Marx 1981, p. 958.
25 Marx 1976a, p. 275.
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improves and the unit costs of wage goods decline. When one recalls the
conditions under which most human beings have spent their lives, this gain
in living standards over time is hardly insignificant.26

Exploitation in theMarxian sense of the term, however, is not simply a mat-
ter of a social surplus being created and those producing it being compensated.
How the surplus is created, and the ultimate purpose its creation serves, are
whatmatter. In the case at hand, the answer to the ‘how’ questionmust include
reference to structural coercion in labour markets, and domination in labour
processes. And the answer to the ultimate purpose question is that there is no
ultimate purpose beyond the endless drive to valorisation as an end in itself.
Technological change in capitalism in general, and theprocess innovations that
bring productivity gains in particular, cannot be simply defined as a general-
ised means to further human flourishing as in standard accounts of techno-
logy.27 In the macro-monetary circuit of capital governed by the valorisation
imperative, means and ends are fundamentally inverted. ‘m must become m′!’;
money, a supposed means, becomes an end in itself. Technological change is
not unaffected by this inversion, to say the least. In a capitalist society, techno-
logy essentially becomes a means furthering valorisation, serving human ends
to the extent the end of capital is served, and contributing to the sacrifice of

26 ‘[B]y the eve of industrialization, some 80–90 per cent of the world’s population con-
sisted of hard toiling, disease-infested, malnourished peasants, suffering high mortality
rates and struggling to extract meagre subsistence from small, intensively cultivated agri-
cultural lots’ (Gat 2006, p. 161). Then: ‘[G]lobal per capita income increased by a factor of
more than 10 between 1700 and 2012 … and by a factor of more than 20 in the wealthiest
countries’ (Piketty 2014, pp. 92–3). Marx himself writes that ‘the conditions of production
based on capital’ include: ‘[t]he all-round exploration of the earth to discover both new
useful objects and new uses for old objects, such as their use as raw materials, etc.; hence
the development of the natural sciences to their highest point; the discovery, creation, and
satisfaction of new needs arising from society itself; [and] cultivating all the qualities of
socialman and producing him in a form as rich as possible in needs because rich in qualit-
ies and relations – producing man as the most total and universal social product possible
(for in order to enjoy many different kinds of things he must be capable of enjoyment,
that is he must be cultivated to a high degree)’ (Marx 1986b, p. 336).

27 For example: ‘technology refers to the equipment, techniques, and expertise that can
be applied to produce a good or service (including new knowledge and technology)’
(Galama and Hosek 2008, p. 6). Since the efficient production of goods and services is
taken to generally further autonomous agency andwell-being, capitalism’s unprecedented
technological dynamism is taken to further autonomous agency and well-being to an
unprecedented degree. This point is argued strongly in Cudd’s contributions to Cudd and
Homstrom 2011. See also Baumol 2003.
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human ends when this is demanded for the good of capital.28 It follows that
any gains enjoyed by working men and women are inherently and profoundly
precarious and partial.29

The gains are precarious in that their continuation depends on the (contin-
gent) absence of new technologies and forms of social organisation generat-
ing unemployment, deskilling, opportunities for capital to implement effect-
ive ‘divide and conquer’ strategies, and so on. They are in addition precarious
because they depend on the contingent presence of organisations, strategies,
tactics, and leadership capable of unifying diverse groups of working men and
women and representing their interests effectively, as well as workers’ confid-
ence in their own agency. Any gains that are won will be partial in a number of
important respects as well. They will not extend to a democratisation of exer-
cises of authority in the workplace enabling workers to ‘stand as equals’ in that
community. They will not make the technological changes and restructurings
of the labour process that tend to occur approximate those that would tend to
occur if those making decisions on these crucial matters were accountable to
those directly affected by their exercises of authority. They will not extend to a
‘politics of time’ furthering human flourishing to the greatest feasible degree.
And, finally, they will not extend to the removal of the precariousness of those
gains that are enjoyed. The gains from the technological dynamism of capit-
alism are not partial and precarious for those who own and control capital
in comparably significant ways, at least not when we compare that class as a
whole with the class lacking ownership and control of capital as a whole. We
may conclude that the owners of capital and their agents necessarily tend to
appropriate a disproportionate share of the benefits of technological change
in the workplace, while a disproportionate share of its burdens is inflicted on
working men and women. The normative implications should be reasonably
clear: there is at least a strong prima facie reason to regard this arrangement as
incompatible with the principle of equal respect and concern.

From the Marxian point of view we do not need the normative social the-
ories of liberal egalitarians to know that a social relationship characterised by

28 Of course there is no logical necessity that investment in technological change will lead
to the appropriation of surplus value on the micro level of individual investments. But if
it did not accomplish this on the macro level of capitalism as a whole, capitalism could
not have expanded over time, as it has over the course of the last centuries.

29 The working class is much broader than the set of full-time wage labourers. The former
includes the unemployed, participants in the informal economy, those employed only
part-time or temporarily, unpaid household workers, and so on (De Angelis 2007, Chapter
5). The gains capitalism provides to these groups are even more precarious and partial,
needless to say.
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structural coercion, domination, and exploitation should be criticised, or to
affirm that moving to a social relationship lacking these sorts of tendencies
counts as an advance inworld history, assuming no regressions in other areas of
comparable significance. Nonetheless, these points can be considered within
the framework of liberal egalitarian normative theory. If, for example, we were
behind a veil of ignorance, would we accept a social relationship involving
structural coercion in labour markets, domination in labour processes, and a
production and allocation of social surplus analogous in relevant respects to
the exploitation in slave, serf, and tribute extracting systems? Would a cap-
ital/wage labour relationship with these features be defensible in a practical
discourse anticipating an ideal speech situation?Would all those participating
within this social order accept it as reasonable in the absence of any normat-
ive unacceptable adaptation of preferences? Is accepting such a relationship
compatible with affirming the equal right of all to develop their most essen-
tial capabilities? From a Marxian standpoint the answer to all these questions
must clearly be ‘no’. Workplace relations in capitalism must therefore be eval-
uated critically from the standpoint of the deepest normative commitments of
liberal egalitarianism.

That conclusion by itself is sufficient to justify a rejection of what I have
termed the core thesis of left liberalism, and makes the relative infrequency
of a sustained critical evaluation of the capital/wage labour relationship in the
writings of liberal egalitarians as indefensible as it is striking.The consideration
of other structural tendencies that follows – overaccumulation crises, financial
crises, environmental crises, and uneven development – will only strengthen
this conclusion.

Overaccumulation Crises

Marx held that the very investments in technological change introduced to
further capital accumulation (by increasing the rate of relative surplus value)
tend to undercut the accumulation process (by lowering the rate of profit).
Marx’s argument for the tendency for the rate of profit to fall is notoriously
obscure and disputed.This is not the place to explore its convolutions and gaps.
Contemporary Marxian economists have developed a partial reconstruction
and partial extension of Marx’s discussion that is much more straightforward,
no less powerful, and fully adequate for our purposes.30

30 The following discussion is based on Reuten 1991 and Brenner 2006.
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The hope of obtaining above-average profits provides a powerful incentive
fornewplants and firms to enter a given sector, employingmore advanced tech-
nologies with a higher level of productivity. Technological dynamism is not an
accidental or exogenous feature of capitalism; it is deeply rooted in the relent-
less pressure imposed on units of capital by the valorisation imperative. Each
unit fears that its privately undertaken production may prove to be socially
wasted; each hopes to appropriate above-average returns from some compet-
itive advantage. Product and process innovations lessen the fear that a unit’s
endeavours will have been wasted, and further the hope that there will be a
gap between the individual value and the social value of its products enabling it
to appropriate high profits.31 After they have been attained, however, compet-
itive advantages erode with diffusion of the innovations, motivating a renewed
search for new commercialisable scientific-technical advances.

With the entry of new, more productive firms and plants into a sector, the
weakest of the incumbent firms are likely to go under. But after the entry of the
new, more productive competitors, other units of production do not automat-
ically withdraw at a rate leaving the previous level of productive capacity in the
sector unchanged.32 It is rational from the individual standpoint of established
firms to remain in operation if they can, even as their rate of profit declines to
a point below their previous rate and well below the rate of the most efficient
producers. The established units of production have already invested in fixed
capital (machinery, buildings, and so on). That money has already been spent.
If production is shut down now, there will be nothing to show for those past
investments. If the firms continue in operation, however, with the necessary
fixed capital is already in place theymay be able to win at least the average rate
of profit on any new investment in circulating capital (raw materials, wages,
transportation costs, etc.).

It is also the case that the management and workforce of these firms have
sector-specific skills that would be difficult to duplicate in any reasonable time
period were they to shift operations to a different sector. Further, it is likely
that the units of capital in question have established relationships with sup-
pliers and distributors, relationships that would likely be difficult and costly
to establish in other sectors within a reasonable timeframe. And local govern-
ments and universities may be providing the firms in question with important

31 Marx 1976a, p. 530.
32 This key point is simply ignored in the equilibrium models of neoclassical economics.

Equilibrium models employing the notion of a ‘representative firm’ treat all units of
capital in a sector as identical, thereby rendering invisible the dynamic described in the
main text by methodological fiat.
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support (infrastructure, research, etc.) that would be withdrawn were they to
cease operating in the sector. There is, finally, always the hope that if they can
just hold on long enough, they may be able to introduce innovations allowing
them to leap-frog over their competitors.

None of these factors by itself may be sufficient to justify continuing in oper-
ation. Butwhen a number of themoperate in conjunction, it oftenmakes sense
for firms with a reasonable hope of obtaining at least an average rate of profit
on their circulating capital to attempt to do so.What is rational from their indi-
vidual standpoints, however, tends to generate a collectively irrational result:
the rate of profit in the sector as a whole tends to decline. Despite the higher
rate of profit enjoyed by a relatively few newcomers, the greater number of
established firms with lower rates of profit tends to bring down the average
rate of profit in the sector, due to excess productive capacity in the sector as
a whole. (In more standard Marxian language, a higher proportion of the con-
crete privately undertaken labour proves to not be abstract socially necessary
(value producing) labour). This decline can be checked if market demand for
the output of the sector increases at a faster rate than productive capacity
increases due to the entry of more productive plants and the continued opera-
tion of incumbents. The technological dynamism of capitalism limits the like-
lihood of this state of affairs occurring, and limits its persistence when it does
occur. The dominant tendency is instead for productive capacity to increase at
a faster rate than the increase in demand for the products of the given sector.33

There are contextswhere excess capacity can be dealt with relatively quickly
through business failure, cartelisation, or some other means. This will be the
case when incumbent firms suffer a flight of investment with the entry of new
more productive capitals, begin to lose significant numbers of skilledmanagers
and workers, are unable to appropriate satisfactory profits on even circulating
capital, lack access to funding enabling themto leap-frog over competitors, lack
the scientific-technological competency to catch up with the most product-
ive units, and so on. Units of capital operating in the most dynamic sectors,
however, will generally tend to suffer from these sorts of difficulties signific-
antly less than those operating in other sectors. As a result, excess capacity
(‘overproduction’) will tend to build up over the course of an extended upswing

33 In a recession or depression it will always appear that the main problem is a shortage of
effective demand, and insufficient demand will in fact always be part of a comprehensive
account of economic downswings. But it cannot form the heart of an adequate account. It
does not explain why capitalism is compelled to expand productive capacity beyond any
given level of demand.
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in precisely the sectors at the heart of the centre of the upswing, due to an over-
accumulation of invested capital. When this dynamic unfolds simultaneously
in a sufficient number of leading industries we may speak of an ‘overaccumu-
lation crisis’ in the economy,manifested in an economy-wide fall in profit rates
for an extended period. When this dynamic unfolds simultaneously in a num-
ber of key sectors of the global economy,wemay speak of an overaccumulation
crisis on the level of the world market.

In the history of capitalism, overaccumulation crises have led to extensive
physical destruction and devaluation of excess productive capacity in severe
recessions, depressions orwar.34When sufficient productive capacity had been
destroyed or devalued, counter-tendencies to the fall of the rate of profit begin
to operate, establishing necessary preconditions for an eventual renewal of
capitalist expansion. Chief among these counter-tendencies is an increase in
the rate of surplus value, as the massive unemployment brought on by a crisis
forces a decline in the value of labour power.

If capitalist market economies are prone to overaccumulation crises, that is
amatter of tremendousnormative significance.Whenoveraccumulation crises
occur, units of capital desperately attempt to maintain profits through lay-
offs, lower wages, intensified and extended working days, and other measures
that deepen the structural coercion, domination, and exploitation of wage
labour. It thereby deepens as well the difficulties of maintaining the liberal
egalitarian claim that wage labourers can in principle ‘stand as equals’ in
societies incorporating generalised commodity production.

To his great credit, Rawls recognised that the immense and unfairly dis-
tributed social harms generated by extended economic downswings in a com-
modified andmonetarised economyare not compatiblewith liberal egalitarian
principles of justice. This is why he insisted that a just social ordermust include
a stabilisation branch of government capable of checking crisis tendencies in
market societies. Despite this, however, to my knowledge neither Rawls nor
any other leading liberal egalitarian has attempted to establish that something
like a stabilisation branch could in fact fulfil the tasks assigned it. TheMarxian
thesis of the tendency of the rate of profit to fall due to overaccumulation crises
challenges the assumption.35

34 ‘Destruction’ refers here to the physical eradication of the production apparatus, whether
due to dismantling or allowing it to rot; ‘devaluation’ refers to a significant mark down in
the market value of an apparatus still capable of functioning.

35 The capitalist state, after all, lacks the capacity to prevent new firms fromentering a sector
and the capacity to force incumbents to withdraw.
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If justice requires a stabilisation branch fulfilling the tasks Rawls’s assigns
it, and if such a branch of government cannot fulfil those tasks in a capitalist
market society, then no capitalist market society can meet the liberal egalit-
arian normative standards of justice.

Financial Crises

Financial capital is able to appropriate a share of surplus value because its
specialisationallows it toperform functionsnecessary for capital accumulation
more cost-effectively than industrial or commercial capitals could perform
them.36 As a result, the surplus value retained by non-financial capitals is
higher than it would be if they had to undertake those tasks themselves. One
main function of financial capital is oversight of themonetary hoards that arise
in the ordinary course of capital circuits. Management of the credit system is
even more important.

If potential purchasers of commodities had to delay purchases until they
completed their own sales to third parties, the circulation of commodities
would continually be breaking down. In Volume 3Marx discusses how units of
industrial and commercial capital granted each other credit (bills of exchange)
in response to this problem, thereby significantly decreasing the turnover time
of their capital circuits. The expenses of the credit system, nowpart of the faux
frais (incidental costs) of the circulation of capital, are significantly lowered
when banks take over the settlement of bills of exchange. Specialised staffs
process these bills more efficiently, and far more bills of exchange will cancel
each other out in the ledgers of financial firms,minimising themoney transfers
required to settle accounts.

Other advantages arise if banks offer credit directly themselves. In gen-
eral, banks are able to estimate the soundness of potential borrowers more
effectively than individual investors operating on a smaller scale with fewer
resources. Insofar as banks are able to mobilise savings dispersed throughout
a region, a national economy, or the globe, the pace of capitalist development
quickens. Promising new units of capital, and even entirely new sectors, have
a far better chance of growing if a financial sector is in place to provide credit
for initial finance, whether from bank loans, the sale of securities to financial
investors, sales of equity in stock markets, or the risk taking of venture capit-

36 Marx 1989, Part Five. See Itoh and Lapavitsas 1998, Campbell 1997, 2002.
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alists. Access to bank credit also enables the centralisation and concentration
of capital to proceed far more rapidly than would otherwise be the case. In
addition, credit allocation enables capital investments to shift from one sector
to anothermore swiftly, strengthening the tendency for profit rates to equalise.
This is an important contribution to capitalist development, since sectors
requiring massive fixed investments would atrophy if they were systematically
condemned to below average rates of profit.

When banks decidewhether or not to accept a bill of exchange, or assign dif-
ferent discount rates to different bills, or fix varying rates of interests to loans
in different cases, or allocate credit to this sector or firm rather than that, they
are in effect acting as the embodiment of total social capital. When bond and
stock markets set the worth of particular securities and equity offerings, they
also operate as representatives of total social capital. From this perspective fin-
ancial capital represents the ‘universality’ of capital vis-à-vis the ‘particularity’
of different branches of industrial and commercial capital, different units of
capitals within those branches, and different regions.37

No less than other forms of capital, financial capital is part of a totalising
system inwhich valorisation is an end in itself on the level of society as awhole.
In the Marxian view no system of this sort can plausibly claim to have human
flourishing as its end. This general point applies to the financial sector in a
number of specific ways.

1. The fetishism that has been associated with the social forms of commod-
ity, value, money, and capital in generalised commodity exchange obtains its
highest expression with financial capital. The circuit of financial capital has
the simple form m-m′, generating the illusion that financial investment in and
of itself has the creative power to generate surplus value. It does not. The
m-m′ circuit of financial capital cannot be adequately comprehended apart
from its connection with circuits in which commodities are produced and
sold.

Fetishism reigns even when the connection of the two circuits is noted.
Money capital provided to firms by loans and the sale of debt instruments
and equity appears to be a distinct ‘factor’ of production, with the potential to
make its own special ‘contribution’ to production. The interest paid to lenders

37 Marx 1981, Chapters 19, 21, Arthur 2002b. See also Bryan and Rafferty 2006, who argue that
the development of financial derivatives moves capital closer to its ideal of the universal
commensurability of all commodities across time and space.
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figure 5
Financial capital inseparable from productive capital

and the purchasers of debt instruments, and the dividends received by stock
owners, is ‘naturally’ seen as the appropriate reward for that ‘contribution’
and the associated risk of loss. The essential connection between profits in
the financial sphere and the exploitation of living labour is thereby rendered
invisible, despite the fact that the surplus value appropriated in the financial
sector stems from the exploitation of wage labour no less than the surplus value
appropriated by units of capital directly overseeing the labour process.38 Loan
agreements, debt securities, and stock certificates are all species of fictitious
capital, anticipations of future appropriations of surplus value that intensify
the pressure to extract surplus value from living labour in order to fulfil those
anticipations.39

2. The health of the financial sector vitally depends on money’s function as
a store of value in a world of uncertainty. Patnaik convincingly argues that
the relative stability of the value of money in the world market has crucially
depended upon the ability of the hegemonic power to maintain geopolitical
control over vast reserves of relatively cheap labour in lesser developed regions
of the globe, capable of being mobilised when wage labourers threaten to
appropriate too high a share of social wealth and released when that threat

38 The texts on financial capital in Volume 3 of Capital are a jumble of notes on wildly
different levels of abstraction (Reuten 2002, Moseley 2015a). It is impossible to say what
a text thoroughly revised by Marx before publication might have looked like. We can,
however, be fairly confident that one of the main themes would have remained financial
capital’s role as one of the ‘hostile brothers’ among whom surplus value produced by the
exploitation of wage labour is distributed (see Moseley 2002, 2015b).

39 Of course money loans do not need have to take the form of money capital. They can be
lent to governments. They can also be lent towage labourers, leading towhatMarx termed
‘secondary exploitation’ outside the labour process. This form of expropriation plays an
important role in contemporary neoliberalism (see Chapter 9).
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recedes.40 No liberal egalitarian theory of global justice is consistent with an
affirmation of this state of affairs.

3. The connection between financial capital and the systematic tendency to
overaccumulation crisis is a third issue of great normative import. Extending
credit for purchases enables demand for output to increase as productive capa-
city expands. Commodities can now be purchased that would otherwise go
unsold, justifying further expansions of productive capacity that would not
otherwise be justified. It is logically possible for growth to be ‘balanced’ indef-
initely as long as credit is extended to the customers of a given sector at a rate
corresponding to the increase in productive capacity in that sector. Needless
to say, the odds of the proper balance continuing indefinitely are exceedingly
slim. Decisions regarding the expansion of productive capacity, and those con-
cerning the expansion of credit devoted to the absorption of that expanded
capacity, are made independently of each other. Nothing guarantees they will
adequately correspond at any given point in time, let alone indefinitely. The
danger of market saturation is relevant as well; as markets for particular com-
modities approach saturation, requests for new loans to purchase them can
decline rapidly and unexpectedly. Finally andmost crucially, if credit is expan-
ded to households and firms at a higher rate than the growth of incomeof those
households or firms, sooner or later the limits of further credit expansion to
them must be reached. At some point or other the mere fear that those limits
are approaching will cause credit to cease being allocated in the quantities and
places needed to maintain expansion. Extensions of credit by financial capit-
als can defer overaccumulation crises. Whether they can do so indefinitely is
another matter entirely.

An irony must be noted: the longer the extension of credit is successful in
avoiding overaccumulation problems, the worse the problems are when the
moment of truth arrives. Productive capacity has grown far greater than it
was at the beginning of the credit expansion process. When credit no longer
expands and past loans are called in rather than being rolled over, much more
capacity is now in excess of effective market demand. The harms inflicted on
social agents have an additional ferocity when a deferred overaccumulation
crisis can no longer be deferred; even more accumulated capital now faces
destruction or devaluation in an even more extended and intensive recession
or depression. To speak of ‘the freedom to live the lives we havemost reason to

40 Patnaik 2009. It should go without saying that ‘too high’ is defined here from the stand-
point of capital.
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choose’ in such a situation is hollow rhetoric. While life plans are thwarted up
and down the social hierarchy, those who lack monetary reserves are vulner-
able far more than those who have a store of money capital.

4. The tendency for the operation of financial capital to exacerbate overaccu-
mulation crises must be distinguished from the systematic tendency for spe-
cifically financial crises to arise, even if the two are often intertwined.41 In
Chapter 1 I noted that Rawls’s call for a stabilisation branch of government
echoes Keynes’s thesis that without proper regulation the financial sector will
betray its essential role as a means to allocate investment funds efficiently to
the industrial and commercial firms that promise to address humanwants and
needs most effectively. It will instead usurp the role of an end in itself, sacrifi-
cing other economic interests for the sake of its own profits. In Keynes’s view,
the high payments demanded by rentiers prevent corporations from making
investments at the level required to bring about andmaintain full employment.
Affordable credit becomes even scarcer in periods of economic downswing,
including especially periods after the collapse of speculative financial bubbles,
when worries about the uncertain future grow tremendously. In the absence
of effective government measures to prevent serious financial bubbles from
arising and to provide sufficient liquidity at the first sign of economic down-
turns, a self-reinforcing spiral of decline in investment and employment will
tend to result, with ever-lower levels of investment and ever-higher rates of
unemployment and bankruptcies.

A number of salient points can be made regarding this Keynesian view pre-
supposed in A Theory of Justice and other seminal works of liberal egalitarian-
ism:

– It is ludicrous to speak of any faction of capital betraying its essential nature
or anything of that sort when it makes its own profits an end in itself. This
behaviourmanifests its essential nature as a form of capital.

– The root of the tendency to financial crises for Keynes ultimately lies in the
radical uncertainty of the future. But radical uncertainty is a transhistor-
ical (ontological) feature of human existence. We are concerned here with
historically specific forms of radical uncertainty associated with the social
forms of commodity, money, and capital.

– The main ideological justification for the financial system is false. Financial
capital simply does not play the role in financing major new investments in

41 The discussion of this fourth point has relied heavily on Toporowski 2005.
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fixed capital almost universally claimed as its reason for being, for reasons
that have nothing to do with the (in)adequacy of political oversight. Indus-
trial and commercial firms are well aware of the riskiness of their large-scale
investments. It will generally not be in their self-interest to fund these invest-
ments through borrowings from the financial sector that would bankrupt
them should they prove to be less profitable than hoped. As a result there is
a systematic tendency in capitalism for large firms to fund long-term fixed
investment internally out of retained earnings.42

– As the Marxian economist Kalecki argued, Keynes was mistaken to put
so much weight on difficulties industrial and commercial capitals have in
obtaining credit.Whenbanks extendcredit en sync, the loansof onebecome
the deposits of another, keeping the expanded reserves of the banking sys-
tem as a whole in balance with the expanded lending. If this balance is
disrupted, banks can seek needed reserves from the Central Bank, which
must accommodate the requests or risk severe disruption of the national
economy, or from money markets. If the financial sphere causes pernicious
effects on non-financial sectors, it is not because of a systematic tendency
for industrial and commercial capitals to be unable to obtain desired levels
of credit. The reasons are deeper.

– From this perspective Minsky’s focus on the vulnerabilities of creditors due
to excessive credit was more on the mark. Minsky traces the root of prob-
lems in the financial sphere to lenders who accommodate demand for loans
from non-financial capitals, shifting the focus away from Keynes’s focus on
the liquidity preferences of savers. Periods of prosperity lead units of com-
mercial and industrial capital to forget that there are no guarantees that
their past level of sales and profits will continue. As a result, as an upswing
nears its high point they tend to increase borrowing to fund purchases of
the securities of other companies, buy-backs of their own stock, or mergers
and acquisitions.43 The liabilities side of their ledgers tends to increase at

42 Toporowski 2000, p. 25. High tech start-ups cannot fund investment through retained
earnings. Nonetheless, the general point holds for them too, despite widespread myths
of the role of venture capital. Venture capitalists generally invest their own funds only
after the development of those technologies has been nurtured for a considerable period
by public funding. See Block and Keller 2011, Mazzucato 2013, Alperovitz and Daly 2008,
and the discussion of national innovation systems below.

43 With investments in fixed capital funded by retained earnings, non-financial capitals
eventually need to replenish the internal liquidity depleted by self-financed investments
in order to meet financial obligations and prepare for future investments. If returns from
purchasing the securities of other firms exceed interest received on bank deposits, the
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a faster rate than the revenues side, placing non-financial firms at signific-
antly greater risk of becoming insolvent in an economic downturn. Itmay be
possible to put off the day of reckoning for a bit by ‘Ponzi’ financing, borrow-
ing in order tomeet interest payments due on previous debt. Sooner or later,
however, the game is up. Industrial and commercial firms now find that their
revenues are not sufficient to cover debt obligations. Financial firms, which
have extensive monetary obligations to each other, begin to struggle madly
to retain/obtain as much high-powered money as they can in order to meet
debt payments. They will start to dump securities and shareholdings, caus-
ing a collapse of prices in these markets. They will also drastically cut new
loans to non-financial firms, setting off a ‘credit crunch’ that lowers rates of
investment while increasing unemployment and bankruptcies in the ‘real’
economy.44

– Minsky emphasised one specific type of financial obligation, debt. As Topo-
rowski argues, the scope of a critical theory of finance should be more
general. Kalecki’s ‘Principle of Increasing Risk’ states that the greater the
financial obligations of non-financial firms, the greater the risk of severe
disruption of their activities or even bankruptcy. This principle has the
required generality, since it treats equity as a source of external financial
obligation similar to debt obligations. But it does not modify Minsky’s main
conclusion: the tendency to financial crises is far more intrinsic to capitalist
market societies than Keynes (or Rawls, or any other liberal egalitarian

former will generally be preferred as a means of building liquidity. If returns promise
to exceed borrowing costs, funds will be borrowed to purchase the securities of other
firms. In some cases, m&a activities are undertaken in order to expand the acquiring firm’s
market share. In other cases, however, the aim is to profit from continued capital asset
inflation by selling off the newly acquired company at a gain. This too increases internal
liquidity.

44 Minsky 2008. ‘[F]inancing by stock issues means granting an explicit (in the case of
bondholders) or implicit (in the case of equity finance) indemnity against loss to the
financiers who put up themoney, effective as a claim against the assets of the company. In
the event of an inability to pay the resulting cash obligations, the company can be ruined.
The likelihood of such an eventuality is made greater because capital markets switch
betweenover-capitalising andunder-capitalising their quoted companies, alongside trade
cycles which create fluctuations in companies’ sales revenue, and hence oscillations in
the value of their productive assets. Such variations are most extreme in the case of
capital intensive industries which account for the bulk of fixed capital assets … If fixed
capital investment is financed out of reserves, then the greatest peril that threatens the
company is the loss of the reserves that it has committed in this way’ (Toporowski 2000,
p. 25).
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theorist) has recognised. This conclusion echoes that reached byMarx in his
discussion of financial capital in Volume 3.45

5. The fifth and final observation connects the financial sector’s role in overac-
cumulation crises (#3) with the financial crises proper (#4): periods of finan-
cialisation, characterised by ‘capital asset inflation’ and speculative bubbles,
tend to be extended in time and scale during periods of overaccumulation
in the so-called ‘real’ economy.46 Declining profit rates in non-financial sec-
tors due to overaccumulation set off a search for more attractive investment
outlets. Financial assets can promise greater and more secure returns than
investments increasing productive capacity in sectors already suffering from
an excess of productive capacity. The increased flows of investments into the
financial sector, diverted fromnon-financial sectors, initiates an inflationof fin-
ancial assets that continued inflows reinforce. This dynamic makes ‘normal’
Keynesian attempts to avoid speculative bubbles extremely difficult.47 It also
makes the ‘normal’ Keynesian response to the collapse of speculative bubbles
problematic as well. When a Central Bank (or some future institution closer to
Rawls’s stabilisation branch of government) responds to a burst bubble with
increased liquidity, the newly created credit money will not flow significantly
to non-financial sectors if they continue to be plagued with excess capacity.
Funds will tend to remain instead within the financial sector, contributing
to the rise of new speculative bubbles. In this manner the very ‘stabilisation
branch’ required by liberal egalitarian principles becomes a force for instabil-
ity.

The goal of this subsection has not been to present a comprehensive account
of the financial sector and the systematic tendency to financial crises. It has
simply been to highlight the degree to which financial capital exacerbates
upswings and downswings in economic cycles. Liberal egalitarians recognise
that thewealthynecessarily tend tobenefit disproportionately from the former,
while the less well-off suffer disproportionately from the latter. However, the
problem is misdiagnosed when it is interpreted as a contingent failure of the

45 For instance, Marx 1981, pp. 706–8.
46 This connection is a major theme of the account of systematic cycles of accumulation

developed in Arrighi 1994.
47 It would be unreasonable, for example, not to foresee that in a period of ‘financialisation’

‘the best and the brightest’ of capital’s intellectual hired guns will compete to come up
with stories about why ‘this time it’s different’ in a way that makes the collective madness
of a financial bubble disappear from sight … for a while.
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financial sector to fulfil its role as a means to further human well-being. From
the perspective of Marxian theory, that is not the financial sector’s essential
aim. In capitalism the valorisation imperative is a totalising principle on the
level of society as a whole; m′, and not the satisfaction of human needs, is
the end of social life. It would be ludicrous to assert that industrial circuits
(m-c-p-c′-m′) exhibit a ‘proper’ relation of ends and means, while financial
circuits (m-m′) manifest a perverse inversion of ends and means. They both
have the same end. If there are historical contexts in which m-m′ circuits play a
dominant role, this is not a betrayal of the means/ends relationships proper
to a capitalist social order. It simply reflects the fact that the same end can
be pursued in different ways in different circumstances. The problem, in other
words, is rooted in the deep structure of capital.

Environmental Crises

Throughout Capital Marx remarks in passing on the threat capitalism poses to
the environment. The fundamental problem stems from what may be termed
the discordant temporalities of capitalism and the planetary processes of
which human life is but a part.

The valorisation imperative necessarily tends to a compression of time,
rooted in the drive to appropriate above average profits. This drive motivates
systematic innovations in technologies and forms of social organisation that
increase productivity. As noted previously, the social consequences of pro-
ductivity advances are in principle indeterminate. An advance of, say, twenty
percent couldbeused toproduce the same level of output in aworkday reduced
by twenty percent, or it could be used to produce twenty percent more output
in the same workday. (Results between these extremes are obviously possible
as well). In capitalism, however, the indeterminacy is severely restricted. Com-
petition among units of capital imposes the imperative to accumulate asmuch
capital as possible as fast as possible, and this generally means producing and
selling asmany commodities as possible as fast as possible. The ‘default setting’,
so to speak, is to use productivity gains to increase output. The physical and
psychological stress placed on wage labourers by this dynamic was emphas-
ised earlier. A parallel point can now be made regarding stresses imposed on
the ecosystems human life unfolds within.

All modes of production – all life – necessarily involve the use of nat-
ural resources and the generation of wastes. Over time ecosystems replenish
resources and process wastes. But the hyper-accelerated temporality of capit-
alism invariably comes into conflict with the temporality of ecosystems: the
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capitalist economy necessarily tends to deplete natural resources at a faster rate
than ecosystems can replenish them, and to engender wastes at a faster rate than
ecosystemscanabsorb them. Capitalism is bynomeans the first social formation
to prove incompatible with its surrounding ecosystem.48 But in capitalism the
incompatibility has an unprecedented intensity and global scale. This state of
affairs may continue for an extended period of time with difficulties relatively
confined to specific regions. Technological fixes can extend this period, with
the discovery of substitutes for depleted resources andnew technical processes
that use fewer natural resources, generate less waste, or process wastes into
non-harmful or even useable substances. Nonetheless, the underlying tension
remains. Eventually, Marx predicted, a tipping point will be reached beyond
which the degeneration of natural conditions and the proliferation of wastes
affects the ecosystem in a manner that profoundly threatens human flourish-
ing.49

Environmental crises are crises of capitalism, and not of ‘technological soci-
ety’ or ‘industrial society’. They are rooted in the valorisation imperative,
‘Ceaselessly augment value!’ or, more succinctly, ‘Grow or die!’50 They provide
yet another specific illustration of the general thesis that the pursuit of capital’s
end on the level of society as a whole comes at the cost of human well-being.

Severe Global Inequality and Poverty

Marx did not write the books on ‘International Trade’ and ‘The World Market
andCrisis’ originally projected as the culmination of his systematic reconstruc-
tion of the essential determinations of capitalism. But it is quite clear that he
took the world market as the basic unit of capitalism:

If surplus labour or surplus-value were represented only in the national
surplus product, then the increase of value for the sake of value and there-

48 Diamond 2011.
49 For example: ‘[A]ll progress in capitalistic agriculture is a progress in the art, not only of

robbing the worker, but of robbing the soil; all progress in increasing the fertility of the
soil for a given time is a progress towards ruining the more long-lasting sources of that
fertility … Capitalist production, therefore, only develops the techniques and the degree
of combination of the social process of production by simultaneously undermining the
original sources of all wealth – the soil and the worker’ (Marx 1976a, p. 638).

50 Marx 1976a, pp. 637–8, Burkett 1999, Harvey 1996, Part Two, Foster 1999, Foster, Clark and
York 2010.
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fore the extraction of surplus labour would be restricted by the limited,
narrow circle of use values in which the value of the [national] labour
would be represented. But it is foreign trade which develops its [the sur-
plus product’s] real nature as value by developing the labour embodied in
it as social labourwhichmanifests itself in an unlimited range of different
use values, and this in fact gives meaning to abstract wealth … [I]t is only
foreign trade, the development of the market to a world market, which
causemoney to develop into worldmoney and abstract labour into social
labour. Abstract wealth, value, money, hence abstract labour, develop in
the measure that concrete labour becomes a totality of different modes
of labour embracing the world market. Capitalist production rests on the
value or the transformation of the labour embodied in the product into
social labour. But this is only [possible] on the basis of foreign trade and
of the world market. This is at once the pre-condition and the result of
capitalist production.51

Recognition that capital’s ruling principle, ‘[t]he ceaseless augmentation of
value’, ultimately rules on the level of the worldmarket does not imply a denial
of distinct ‘national economies’. Nor does it imply that we must dismiss the
importance of states or political struggles to affect state policies. But it does
mean that the world market is the ultimate site where the capital/wage labour
relationship and the systematic tendencies to overaccumulation crises, finan-
cial crises, and environmental crises are played out. Another systematic tend-
encymust also be considered on this level, the tendency to unevendevelopment
in the world market.52

Uneven development is an extremely complex and multidimensional pro-
cess. I shall concentrate here on just one aspect of it, the role of technology as
a weapon in inter-capital competition on the level of the world market. Once
again the technological dynamism so praised by advocates of capitalist market
societies raises issues of serious normative concern.

We can begin by simply noting that state of the art research and develop-
ment tends to be extremely costly. It follows that research at the scientific-
technological frontier is most likely to take place in wealthy regions of the
global economy, funded by some combination of state expenditures (basic
research), ‘private’ capital investment (r&d commercialisable in the short-
term) and ‘public-private partnerships’ (medium-to-long-term r&d, high tech

51 Marx, 1971, p. 253. See Smith 2005, Chapter 5.
52 Marx and Engels 1976, p. 488.
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start-ups, and so on).53 Units of capital based in those regions therefore tend
to have privileged access to advanced research and development, relative to
units based in other regions. This enables a virtuous circle to be established
and maintained over time: access to advanced r&d provides the basis for suc-
cessful innovations in the world market; successful innovations tend to gener-
ate high returns; and high returns (with their large positive multiplier effects)
provide the revenues to fund the next generation of research at the scientific-
technological frontier, setting the stage for innovations, success in the world
market, and high returns in the next round.54 It is certainly not the case that
every unit of capital based in wealthy regions is guaranteed tomaintain a lead-
ing position in the world market over time. But there are nonetheless com-
pelling reasons to assert that wealthy regions of the global economy are in a
privileged position to establish a virtuous circle of r&d, innovation, and suc-
cess in theworldmarket enabling them to reproduce and even exacerbate their
relative advantages over time.

In contrast, there is a strong tendency for a vicious circle to be established
in the least advantaged regions of the world economy, trapping them in a relat-
ively disadvantageous position over time. An initial inability to fund r&d at the
scientific-technological envelope makes it unlikely firms in those regions will
be able to introduce significant innovations. This generally condemns them to
low returns. Relatively low returns to their firms, and the correspondingly small
positive multiplier effects in the domestic economy, then restrict the ability of
poorer regions to participate in advanced r&d in the succeeding period. This in
turn limits the ability of firms based in those regions to commercialise innova-
tions in the future, limiting their future profit opportunities.55

53 This correlation of funding sources and type of research is a generalisation from the
contemporary national innovation systemof the us. SeeMazzucato 2013, Block andKeller
2011. Individual exceptions to the general pattern in the us today, and the modifications
required to account for national innovation systems in different times and places, do not
affect the main point: effective national innovation systems are extremely expensive to
establish and maintain.

54 Nelson 1993. In Marxian terminology, successful innovations tend to enable the produc-
tion and accumulation of relative surplus value to be increased in given region.

55 At the turn of the century more than 95 percent of all research and development was
undertaken in the wealthy regions of the global economy, granting units of capital based
in these regions with tremendous advantages in the world market (Helpman 2004, p. 64).
Since then a higher proportion of global r&dhas been subcontracted bymultinationals to
labs in poorer regions of the world economy, where scientific-technical labour is cheaper.
This has reinforced, rather than limited, the advantages of multinationals from wealthy
regions.
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The causes of inequality and poverty in the global economy are varied and
complex. Many are no doubt contingent. But the virtuous and vicious circles
just described are not contingent in the capitalistworldmarket. It is necessarily
the case that wealthy regions tend to reproduce their relative advantages over
time. The persistence of severe global inequality and poverty is an essential
determination of global capitalism, as essential as the technological dynamism
so lauded by its defenders.

Here too the normative significance of a dominant tendency in capitalist
market societies can hardly be overstated. When the social forms of capital
are in place, children born in different regions of the global economy with
roughly equal capacities will not have anything approaching an equal access
to resources, a comparable chance to develop their basic capabilities, or a fair
opportunity to flourish by living the sort of lives they have most reason to
choose. From the standpoint of the moral equality principle, the normative
significance of this systematic pattern is undeniable.

Conclusion

Marx acknowledges the great benefits capitalism’s unprecedented dynamism
has brought to humanity, agreeing with liberals that it has furthered the provi-
sion of the material preconditions for autonomous agency and human flour-
ishing more than any previous form of social organisation. But he does not
agree that technological change within so-called free markets and relatively
‘minimal’ states allows individuals the greatest opportunities to live lives of
their own choosing, as libertarians hold. Nor does he accept the liberal egal-
itarian assertion that all individuals could stand as equals in capitalist societ-
ies if only the proper political regulations were put in place. When technolo-
gical development is subsumed under the valorisation imperative, technolo-
gical changes in the workplace will tend to reinforce coercion in labour mar-
kets, domination in labour processes, and exploitation as the defining import-
ant feature of the capital/wage labour relation. Capitalism’s dynamism also
tends to generate overaccumulation, financial, and environmental crises, as
well as severe global inequality and poverty. None of these tendencies is due
to the inherent nature of technology. They are due instead to the historically
specific nature of technological change when subordinated under the social
forms of capital. The ontological perversity of capital, its inversion of ends and
means, does not leave technological development unaffected. In our historical
epoch technologies are not first and foremost means to further human flour-
ishing; they are first and foremost means to the flourishing of capital, and they
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will contribute to the sacrifice of human good whenever the good of capital
demands it.

In Chapters 4 and 5, the Marxian challenge to liberal egalitarianism on an
abstract level of social theory was presented. The present chapter has been
devoted to developing this challenge on the more concrete level of the struc-
tural tendencies associatedwith the social forms of capitalism. Structural tend-
encies shape concrete historical developments,mediating the causality of indi-
vidual agents and the properties of social structures.56 It must be kept inmind,
however, that specific historical developments cannot be logically deduced
from structural tendencies. In concrete historical circumstances a variety of
tendencies always operate simultaneously. Some tendenciesmodify others in a
given set of circumstances. Some aremodified by others. Some aremodified as
they modify. And some are neutralised altogether. In different circumstances
the same systematic tendencies will play out quite differently.57

This complexity opens the possibility that the sorts of tendencies discussed
in this chapter could bemodified in normatively significant ways. Perhaps they
could evenbeput out of play entirely. Aswe shall see in the chapter that follows,
this line of thought provides a way for liberal egalitarians to respond to the
challenge posed by the Marxian theory critique of political economy.

56 Callinicos 2006, Chapter 6.
57 For a discussion of the complexities resulting from the simultaneous operation of a

multiplicity of tendencies, see Smith 2005, Chapter 6.
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A Liberal Egalitarian Response to theMarxian
Challenge

If the ‘core thesis’ of liberal egalitarianism is that capitalist market societ-
ies can further human agency and flourishing when the proper background
conditions are in place, the Marxian counter-thesis is that capitalist market
societies necessarily tend to subordinate the good of human subjects to the
good of capital. In the previous chapter this counter-thesis was illustrated by
systematic tendencies to coercion, domination, and exploitation in the cap-
ital/wage labour relationship, economic slowdowns, financial crises, environ-
mental harms, and severe inequality and poverty in the global economy.

In contrast to other perspectives in social theory, liberal egalitarianism re-
cognises that capitalist market societies do indeed necessarily tend to generate
normatively unacceptable states of affairs in normatively unacceptable ways.
But its adherents do not see this as a refutation of their core thesis. Tendencies
are just that, mere possibilities that need not ever be actualised. At this point
in the argument, left liberals would insist, it remains open whether pernicious
tendencies in generalised commodity production canbe effectively neutralised
and positive ones strengthened. The only relevant question here is whether a
capitalist market society would function in a normatively acceptable manner
if the proper background conditions were put in place. As we saw in Chapter 3,
one of the main criticisms of Marx proposed by liberal egalitarian theorists is
that he arbitrarily rules out this possibility. Marx jumped from the shortcom-
ings in the capitalism of his day to the conclusion that no acceptable form of
capitalism was possible in principle. This was an illicit ‘hasty generalisation’,
a fatal error rooted in an indefensible economism, defined as an overweighing
of economic matters in social life and a corresponding underestimation of the
potential effectiveness of political reforms.

The first part of this chapter presents a critique of economism. The re-
mainder considers specific liberal egalitarian proposals for putting the perni-
cious tendencies discussed in the previous chapter out of play.1

1 In other words, I shall not always be speaking in my own voice in this chapter.
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The Critique of Economism

Most non-Marxists agree that Marx’s embrace of ‘economism’ led him to
drastically underestimate the scope within capitalism to address issues of ser-
ious normative concern. ‘Economism’ comes in a variety of forms. The least
plausible holds that the political sphere is a mere ‘epiphenomenon’, mirror-
ing developments in the economy while lacking distinct causal powers of
its own.2 One variant of this view is the ‘instrumental’ theory of the state,
holding that the state apparatus is a mere tool used by the capitalist class
to further its perceived interests.3 This simplistic view does not withstand
scrutiny. For one thing, the capitalist class is not homogenous in its views;
different members have different interests and different understandings of
their interests. Modifying the position so that only the dominant faction of
the capitalist class uses the state as its instrument will not do either; there
are simply too many historical counter-examples, too many occasions when
state policy diverged from what dominant factions of capital most wanted.
In modern regimes with the democratic accountability of state officials, the
presence of a reasonably open and dynamic public sphere, a system of checks
and balances within the state apparatus, constitutional protections of fun-
damental political rights, and similar measures, the interests of other classes
and non-class-based groups come into play. Political leaders must now worry
about being elected and re-elected, and this requires mediating among diver-
gent economic interests. This mediating role creates a space for autonomous
action by state officials to pursue their own agendas, further complicatingmat-
ters.

We must also recall that the state is a coercive apparatus. Legislation and
regulations in tension with the perceived self-interests of the owners and
controllers of capital may generate resistance from them. But we can assume
that those who control the state’s coercive apparatus have ample power to

2 An important debatewithin liberal egalitarianism today concerns the relativeweight of states
and a regime of global governance within a normatively acceptable institutional framework
(see Chapter 2 above and Smith 2005, Chapter 4). The issues at stake in this chapter are not
affected by the answer. For the sake of convenience I shall mostly focus on the state here,
although itmust not be forgotten that states are incorporatedwithin a higher order unity, the
capitalist world market (see Marx 1971, p. 253, Smith 2005).

3 Themost notorious expression of this position is probably found in theCommunistManifesto:
‘The executive of the modern State is but a committee for managing the common affairs of
the whole bourgeoisie’ (Marx and Engels 1976, p. 486).
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overcome this resistance.4 If there is sufficient political will to pass laws and
formulate regulations, there should be sufficient power to enforce them.

Some interpretations of Marx’s theory of the state focus on a clam that the
content of state policies is determined by what is functional in the long run
for capital in general.5 This position conceptualises the state as independent
from the direct control of particular capitalists. Nonetheless, it clearly counts
as a form of economism. Here too other interests besides those of capital are
excluded. Here too that is a serious omission; once democratic mechanisms
are in place, state officials cannot simply act as agents of capital in general,
any more than they can see themselves as simply agents of particular factions
of capital. Successful political coalitions will generally include a variety of
factions from a variety of classes, alongside a variety of other interest groups
not organised on a class basis at all (e.g. religious associations). There is a strong
element of contingencywith respect towhat specific coalitions are successfully
formed, the specific content of the policies those coalitions pursue, and the
effectiveness with which they pursue their objectives in particular contexts,
all of which implies an ineradicable element of contingency in the content of
state policies. The claim that policies are always reducible to what is functional
for capital as a whole seems absurd in the face of this contingency. Further, as
already noted, state officials have interests of their own, not least their interest
in being re-elected. If there were a sufficiently strong political will among the
citizens of a democratic state for certain policies, it would be in the interests of
state officials to respond to that sentiment, whether or not those policies were
functional for the long-term interest of capital in general.

The most serious difficulties for a functionalist economism remains to be
considered. Suppose state officials were solely dedicated to the long-term in-
terest of capital. How could they possibly know what it was? The inherent
uncertainty of the future rules out such knowledge in principle. Even worse,
there is not a long-term interest of capital to know. Capital is radically open-
ended.There are an indeterminate number of possible paths it could take, each
with its own long-term requirements.

If neither instrumentalism nor functionalism provides an adequate account
of the state, liberal egalitarians conclude, ‘economism’ must be rejected. The
political realmmust be seen as a separate sphere, with considerable autonomy
from the economy and considerable power to regulate economic activity. If
this autonomy and power is combined with democratic political institutions,

4 I abstract from the special case of ‘failed states’.
5 The classic reading of Marx’s theory in terms of functionalist explanations is Cohen 1978.
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a space is created for reforming capitalism. Meaningful reforms have been
implemented in the past, making capitalist market societies more normatively
attractive from the standpoint of the normative commitments shared by lib-
eral egalitarians and Marxists alike.6 Further reforms are not inevitable. But if
they have occurred before, they can occur again. No one can determine their
limits a priori. If normative advances can be continued and deepened, liberal
egalitarians assert, surely there must be some point past which the normat-
ive adequacy of an institutional framework incorporating capitalism can be
affirmed.

A Reform Agenda

An adequate defence of the core thesis of liberal egalitarianism requires more
than a critique of economism. Specific proposalsmust bemade suggesting how
restrictions on autonomous agency and human flourishing in contemporary
capitalism might be overcome. Examples of the sort of suggestions made by
liberal egalitarians to check tendencies that would otherwise undermine its
normative acceptability will be considered for each of the five tendencies
discussed in the previous chapter.

The Capital/Wage Labour Relation
Marx’s account of the capital/wage labour relation concentrates on three
aspects that appear incompatible with equal concern and respect: coercion,
domination, and exploitation. When one set of social agents privately owns a
critical mass of both the non-human productive resources of the society and
the goods and services required to meet human needs, while another set of
social agents ownshardlymore than a capacity to act, themembers of the latter
group are in effect coerced to sell their labour power as a commodity to mem-
bers of the former set. How, Marx would ask, could we possibly speak of equal
concern and respect when some are forced to serve as a means to the ends
of others for most of their waking adult life? Similarly, when one set of social

6 A very incomplete list would include institutionalisation of the principle that all are equal
under the law (as opposed, for example, to one law for the aristocracy and a different law for
commoners), universal male suffrage, the extension of suffrage to women, the dismantling
of ‘Jim Crow’ laws, the provision of unemployment insurance, the granting of rights to
organise in workplaces, social security legislation that effectively ended poverty among the
elderly, universal healthcare provisions, the extension of public education, legislation against
domestic violence, and respect for civil and political rights regardless of sexual preferences.
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agents has the power to impose its will unilaterally on themembers of another
set in the labour process, this domination in the workplace appears thoroughly
incompatible with equal concern and respect. Labour power, finally, will only
be purchased when those with money capital foresee that living labour will
create more value in the labour process than what workers receive back in the
form of wages (‘surplus value’, in Marxian parlance). If capitalism is function-
ing normally, this expectation is generally fulfilled. For Marx, then, structural
coercion in labour markets and domination in labour processes culminate in
exploitation.

The liberal egalitarian response is that coercion, domination, and exploita-
tionwouldnot be associatedwith the capital/wage labour relation if the proper
background conditionswere in place, neutralising the sorts of tendenciesMarx
discerned.

Coercion. According to the standard liberal view, institutionalising workers’
right to form labour organisations is sufficient to eliminate the worst abuses
in labour relations. Left liberals, in contrast, hold that eliminating the coercive
element in wage contracts requires in addition a much more equitable distri-
bution of resources than markets tend to generate.

Different theorists have proposed different rules for this distribution. Rawls,
assuming that inequalities provide incentives furthering economic growth,
insists that economic inequalities are normatively acceptable if members of
the least advantaged groups share in the benefits of any resulting economic
growth (with the additional condition that inequality cannot undermine an
equal claim to basic liberties, fair value of political liberties to all, or fair
equality of opportunity).7 Ronald Dworkin calls for a distribution of resources
to compensate for bad brute luck (as opposed to the bad ‘option luck’ that can
result from choices we havemade).8 For Nussbaum and Anderson the equality
that matters is being able to stand as an equal in social and political life, from
which they deduce a universal right to be above that baseline.9 Ackerman
recommends that all individuals receive upon reachingmaturity a ‘stakeholder
grant’ (in the range of $80,000) that could be used for advanced education
or for investment. Philippe Van Parijs has proposed granting a basic level of
guaranteed income sufficient to enjoy an acceptable quality of life, providing
‘real freedom for all’.10 Many other liberal egalitarians agree with Murphy and

7 Rawls 2001, Part ii.
8 Dworkin 1981.
9 Anderson 1999; Nussbaum 2001.
10 See Ackerman 1980, Van Parijs 1998, Ackerman and Alsott 1999, and Ackerman and Van

Parijs 2006.
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Nagel that a progressive tax system could roughly approximate the normatively
required distribution of resources.11

These proposals may refer to an ideal that will never be fully attained in
capitalism. ButNewDeal programmes and theEarned IncomeTaxCredit in the
us, the successful income assistance programmes of Scandinavian countries,
the effectiveness of the Bolsa Familia programme in reducing poverty in Brazil,
among other examples, have already proven that it is possible to make the
distribution of income more equal in capitalist market societies. There is no
reason to think these programmes could not be extended further andnew, even
more effective, programmes added.

Policies establishing and maintaining full employment must also be men-
tioned in this context. The higher the employment rate, the more the labour
market is a sellers’ market, reducing the element of coercion in wage contracts.
Rawls’s theory of justice accordingly includes the demand for a ‘stabilization
branch of government’ with the task of maintaining full employment.12

The technical details of these programmes are less important in the present
context than the claim that a capitalist economy with, say, a sufficiently high
basic income guarantee and full employment would eliminate coercion in
labour markets resulting from an extreme asymmetry in bargaining power.
Liberal egalitarians argue that if the political will were present to establish
and maintain a sufficiently egalitarian distribution of resources and effective
full employment, wage offers would not be coercive offers. With the proper
background conditions in place, wage agreements would then tend to actually
be what they otherwise cannot be: truly free choices to give up some leisure in
return for the means to purchase additional goods and services.

Domination. Liberal egalitarians agree withMarx that whenmanagers func-
tion exclusively as agents of investors, there is a strong tendency formembers of
the workforce to be treated as mere means to further the ends of others. New
technologies and forms of social organisation tend to be introduced without
adequately taking into account the fundamental interests of the workforce.
Workers tend to feel alienated from their own activities, and to suffer norm-
atively unacceptable levels of physical and psychological stress in labour pro-
cesses.

The right to organise can at best somewhat mitigate these problems. Over-
coming them, liberal egalitarians assert, demands a ‘stakeholder’ societywhere
managers have a legal obligation to take into account the interests of subordin-

11 Murphy and Nagel 2004. See the discussion in Kymlicka 2002, pp. 79–87.
12 Rawls 1971, p. 276.
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ates in the workplace (as well as communities, customers, and the public at
large). Further, members of the workforce must possess enforceable rights to
partnership inmanagement. This could take the formof workers’ councils with
whommanagersmust consultwhenevermajor decisions are taken.The extens-
ive worker representation on a firm’s Board of Directors along the lines of the
German systemof co-determination provides amodel (49 percent of themem-
bers of the Boards of Directors of the largest firms represent the workforce). If
workers have substantive rights of co-determination in the workplace, liberal
egalitarians ask, how could the category of ‘domination’ still be applicable to
labour processes?

Exploitation. If coercion stemming from asymmetrical bargaining power in
labour markets were eliminated, and co-determination removed domination
in labour processes, would not the systematic tendency to exploit wage labour
immediately dissipate? Left liberals insist that exploitation in capitalism is not
due to private ownership of the means of production per se, but rather to the
excessive concentration of private property. If capital ownership and its bene-
fits were widely and fairly dispersed, the category ‘exploitation’ would lose any
normative force. The establishment of pension funds already complicates the
issue of exploitation greatly by dispersing capital ownership and its benefits.
‘Neoliberal’ policies may have reversed this dispersal in recent decades, but
the future is not foreordained. Reversals can be reversed. If sufficient polit-
ical will were present, the dispersal of the benefits of capital ownership could
be renewed and expanded. The ‘stakeholder grant’ proposed by Ackerman,
for example, would provide a substantive fund to all young adults that they
could invest in capital assets. Of course even with these reforms a social sur-
plus beyond the returns flowing to workers would still have to be produced.
But the appropriation by some of a surplus produced by others is not neces-
sarily wrong. The very young and the very old do not ‘exploit’ working adults
when they are cared for, nor do the infirm ‘exploit’ the healthy, at least not in
any normatively relevant sense of the term.

No liberal egalitarian believes it is inevitable that coercion, domination, and
exploitation will be abolished, making the capital/wage labour relationship
normatively acceptable. The difficulties of implementing significant reforms
are immense. Unfortunately, even cautious optimism regarding the prospects
of meaningful reformsmay not be justified in the short-term.When evaluating
the ‘core thesis’ of left liberalism, however, that is not the issue. The question is
whether a normatively acceptable variant of capitalism is possible in principle.
If we reject economism it would seem to follow that some combination of
constitutional rulings, legislation, and regulatory policies could in principle
establish background conditions eliminating the coercion, domination, and
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exploitation that would otherwise afflict the capital/wage labour relationship.
The fact that significant normative advances have been made before, includ-
ing advances that had at one time seemed utterly unimaginable, should make
us hesitate before pronouncing the impossibility of further positive transform-
ations. If slavery can be abolished and equal citizenship rights granted to
women, then it would seem foolhardy to dogmatically insist that the injustices
besetting capitalism today must inevitably beset it tomorrow. In democratic
societies a civil society is in place, providing space for individuals and asso-
ciations to advocate reforms. Cultural values endorsing fair opportunities are
present too, along with democratic political mechanisms capable of bring-
ing state officials to account. Last but not least, public policies based on the
assumption that markets always and everywhere generate maximally optimal
results have quite obviously and spectacularly failed. The capitalism of today
need not be the capitalism of tomorrow.13

Overaccumulation Crises
The liberal egalitarian framework does not assume that there is a dominant
tendency to equilibrium in capitalist markets, with supply and demand in bal-
ance and all markets clearing. Rawls obviously calls for a stabilisation branch
of government because he discerns a strong (and normatively unacceptable)
tendency to economic instability in market societies. The introduction of new
technologies and forms of social organisation necessarily tends to have negat-
ive effects on firms associated with outmoded technologies and forms of social
organisation. Some incumbent firms go under or are taken over; those able to
continue operating are not as prosperous. From a left liberal standpoint the
term ‘overaccumulation’ is a somewhat obscure way to refer to the fact that
the prospects of still operating but no longer competitive firms tend to decline,
as do the regions where they are concentrated. The employees of these firms
(and othermembers of their households) tend to suffer normatively significant
harms. If a number of key sectors are affected at once these phenomena can
snowball into an extended economic downswing, harming things that matter
greatly from a normative point of view: access to the resources needed to carry

13 Marxists should not be too quick to proclaim that significant reforms are impossible on
the grounds that capitalism necessarily socialises individuals ‘all the way down’ to ensure
compliance with the good of capital. It would then be impossible to explain significant
progressive reforms of the past, most of which were strongly opposed by representatives
of capital at the time. Even worse, it would be impossible to give a plausible account of
how agents can arise with the capacity and motivation to undertake a world historical
break from capitalism in the future.
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out life plans; the development of essential human capabilities; a social space
for the exercise of autonomous agency; and well-being, understood as living
the sorts of lives we have most reason to choose.

Rawls’s stabilisation branch is charged with effectively implementing
polices to avoid extended economic downturns, and to minimise the damages
caused by less serious slowdowns. Marx’s economism dogmatically rules out
the possibility that something like Rawls’s proposed branch of government
could accomplish this task. But there are policies that would minimise the
social harms of economic crises without dismantling the role of market prices
and profits as signals to investors to shift investment from declining sectors to
more promising ones:

– A spiral of decline can commence when the lost purchasing power of
uncompetitive firms and their employees is not sufficiently compensated
by the gains of new enterprises and their workforces. This spiral can be
avoided by increased government spending during the transition to new
technologies and forms of social organisation are adopted. Rawls’s discus-
sion of the ‘stabilisation branch’ alludes to this measure to compensate for
demand shortcomings in the private economy and thereby avoid a vicious
circle where lower investment and real wages leads to loss of aggregate
demand, causing bankruptcies and unemployment, setting off a further loss
of aggregate demand and another wave of bankruptcies and layoffs. There is
considerable evidence that this sort of policy is indeed effective.14

– Even if counter-cyclical state spending is able to maintain stability on the
macro level, older technologies and practices must still often be abandoned
in a dynamic economy. Intelligent public policies can minimise the costs
of this transition, stabilising lives on the micro level. Many of the measures
modifying the capital/wage labour relation suggested in theprevious section
would also automatically tend tominimise the harms inflicted by economic
slowdowns.Themore theworkforcewas apartner inworkplace relations, for
example, the more new technologies could be introduced in ways that did
not disrupt workers’ lives in avoidable ways in regions in transition. Basic
income guarantees, distribution to all citizens of a share in equities, and
so on, could help ensure that those suffering from technologically induced
unemployment would be able to maintain an acceptable standard of living.
A state committed to full employment would minimise the length of time

14 Regions with governments that instituted such polices in response to the Great Recession
of 2008 did far better than those that did not, as Paul Krugmanhas shown (Krugman 2013).
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spent in unemployment by providing re-training programmes emphasising
newskills requiredby thenew technologies, andbyproviding jobs directly as
a last resort. Programmes subsidising the costs of workersmoving to regions
where firms and sectors employingnew technologieswereprosperingwould
also limit the harm from technological change, although the need for this
type of programme would be greatly lessened by effective public policies in
regions that had fallen behind.

– Referring to John Stuart Mill’s discussion of the ‘stationary state’, Rawls
claims that themembers of advanced capitalist economies are free to decide
at some point that they are wealthy enough, and that further growth is
not necessary, and may even be harmful.15 The closer a society is to the
stationary state, the easier it will be for the stabilisation branch to stabilise
the economy and avoid the normatively significant harms associated with
severe economic downswings.

Liberal egalitarians do not have to argue that measures such as these would
magically make capitalist markets approximate the neoclassical fantasy of
perfect equilibrium. Nothing can ensure that all markets automatically clear
all the time. But liberal egalitarians do believe it is reasonable to think that
these sorts of measures could in principle ensure that the social consequences
of disequilibriumwould remainwithinnormatively acceptable limits. And that
is what matters here.

Financial Crises
Left liberals insist that capitalism works best when the financial sector alloc-
ates investment efficiently to the firms and sectors promising to meet social
wants and needs effectively. Financial capital then fulfils its essential role as
an important means to the end of human flourishing. Unfortunately, the very
factors that enable the financial sector to play this role also enable financial
investors to invert the proper relationship betweenmeans and ends, with profit
from financial speculation treated as an end in itself. When this occurs, par-
oxysmsof ‘irrational exuberance’ are capable of generatingunsustainable spec-
ulative bubbles, debt levels exceeding rational bounds, and recurrent financial
crises, all of which undermine human flourishing in profound ways.

The mispricing of financial assets in speculative bubbles and the corres-
ponding excessive returns from speculative investments are conspicuous
cases of market failure. Here as elsewhere, the liberal egalitarian answer to

15 Rawls 1999a, pp. 106–7.



172 chapter 7

systematic market failure is systematic market correction; if market failures
persist, that is due to a persistent political failure to regulate the financial sec-
tor adequately. According to liberal egalitarian theorists this failure of political
will is not inevitable. After all, there have been extended periods in the history
of capitalism that were not beset by massive speculative bubbles, debt imbal-
ances, or financial crises. Liberal egalitarians conclude that these phenomena
are not necessary features of capitalist societies. They are tendencies that can
be put out of play. Here too hasty generalisations must be avoided.

It is not difficult to formulate proposals to check the tendency for financial
capitals to exceed its proper role. One regulation by itself might well remove
most of the normative problems associated with financial capital: the simple
requirement that banks and other financial institutions hold more of their
assets in the form of equity.16 When little equity is required, banks and bank-
like institutions canobtain tremendous returns by leveraging their investments
with borrowed funds. Under this arrangement it is rational from the stand-
point of the owners andmanagers of financial institutions to take risks that are
unquestionably irrational from the standpoint of society as awhole.Whenbets
pay off, vast fortunes can be won; when they don’t, small amounts of the unit’s
own funds are lost. Needless to say, this diagnosis is strengthenedwhen extens-
ive losses frommistaken investments are socialised through deposit insurance
and government led bailouts, compounding a sin of omission (the failure to
regulate adequately) with a sin of commission, so to speak. Requiring a higher
level of equity on the asset side of balance sheets would automatically change
the calculations of financial institutions. Individual and social assessments of
risks and benefits would tend to converge.

There is no shortage of other proposals that, if implemented, promise to
return financial capital to its proper, more limited, social role.17 It seems reas-
onable to conclude that there is nothing in principle condemning capitalism to
recurrent financial crises. They could be avoided, if the political will to impose
adequate regulations were present.

16 This proposal is forcefully defended in Admati and Hellwig 2014. It is a bit shocking to
realise that in 2014 the largest us bankswere still 95 percent debt-financed (Johnson 2014).

17 A comprehensive summary is found in Blinder 2013. Increased ‘transparency’ is high on
all lists of reforms. According to the Financial Stability Board, an international body of
regulators, the shadow banking system actually grew after the Great Recession, from $62
trillion in worldwide assets (2007) to $67t four years later (Coy 2012, p. 54).
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Environmental Crises
Here too the root problem is a systematic tendency tomarket failure. And here
too the left liberal answer to systematic market failure is systematic market
correction by responsible political authorities.

In the case of environmental harms, the market failure is rooted in the fact
that parties to economic transactions generally do not internalise the costs of
environmental harms, making them negative ‘externalities’ of production and
exchange. While market competition operates as a strong mechanism leading
economic agents to minimise their internal costs, there is no comparable
mechanism leading them to minimise external costs such as pollution and
the depletion of resources. The result is environmental crisis, considered by
increasing numbers of mainstream economists as the single greatest example
of market failure in world history.18

A powerful tendency to market failure does not imply that market failure
is inevitable. In capitalist societies under the rule of law, legitimate economic
activitiesmust remainwithin legal parameters. These parameters can be adjus-
ted if there is a political will to do so. Refrigerators and other appliances once
made use of chlorofluorocarbons that eroded the ozone layer when released,
increasing the solar rays reaching the earth’s surface and thereby causing rates
of skin cancer to explode. Gasoline once included lead, seriously hampering
the cognitive development of children living in areas with concentrated gas-
oline fumes. Laws were passed and regulations imposed in response to the
growing awareness of the causes of these harms. Today the environmental
harms from the use of chlorofluorocarbons and leaded gasoline have been tre-
mendously reduced. It would be foolish to think that legislation and regulation
effectively addressing environmental challenges are automatically implemen-
ted. But it would be no less foolish, liberal egalitarians insist, to deny that states
have the legitimacy and the coercive power to provide the required legisla-
tion and regulation. In democratic societies there is a public space where a
collective will can be formed in favour of such policies, and there are elect-
oral mechanisms to translate social demands of this sort into politically effect-
ive demands. Hasty generalisations rooted in economistic assumptions do not
provide good reason to assume ex ante that democratic institutions will inev-
itably fail to respond adequately to a public consensus that environmental
catastrophe be avoided when that consensus is strong. The task now, left lib-
erals conclude, is to win the debate in the public sphere.

18 This is the view of Nicholas Stern, the former chief economist of the World Bank (Stern
2007).
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Global Injustice
By this point in the argument the general form of the liberal egalitarian
response to specific Marxian criticisms of capitalist market societies should be
clear enough. Unlike libertarians, liberal egalitarians do not dispute that cap-
italist market societies necessarily tend to generate normatively unacceptable
results. But, they assert, effective regulation can put the pernicious tendencies
out of play. As we have seen in previous cases, they appeal to both theoretical
and historical considerations in support of this thesis.

Many of the normative problems arising on the level of the global economy
are simply variants of problems arising within national economies. If the cap-
ital/wage labour relationship between domestic units of capital and a work-
force of citizens is susceptible to coercion, domination, and exploitation, the
sameholds for relationships between foreign units of capital and localworkers,
or domestic firms and immigrant labour. And the same factors that tend to cre-
ate industrial, financial, and environmental crises in domestic economies tend
to generate these crises on the level of theworldmarket. From a practical point
of view,mattersmay be greatly complicated on the global level. But as far as the
theoretical issues are concerned, the basic liberal egalitarian position is unaf-
fected. Just as political regulation on the level of the national economy can in
principle enable the domestic economy to function in a normatively accept-
able manner, political regulation on the level of the global economy can in
principle result in a world market operating in a normatively acceptable fash-
ion.

As we saw in Chapter 2, Rawls presents a fairly ‘minimalist’ view of what this
might require (basically, a mutual agreement among ‘peoples’ to respect each
other’s sovereignty in the absence of severe abuses of basic human rights). In
his later writings on the ‘law of peoples’ he reaffirms the position taken in A
Theory of Justice that the state is the ultimate site of justice. Conspicuously
absent from Rawls’s law of peoples list is anything like a global difference
principle asserting that global inequalities are just if and only if they benefit
the least advantaged in the world market. For Rawls, that principle is only
appropriate when we are considering a division of the benefits of mutual
cooperation within a given ‘basic structure’. In his view this condition is not
met on the level of the international economy.

Many contemporary liberal egalitarians reject Rawls’s picture. In their view
the web of economic, political, and cultural interconnections across borders
has become so thick that a higher order ‘basic structure’ has emerged, one that
is thoroughly inadequate from a normative point of view as presently consti-
tuted.While no prominent left liberal advocates the formation of anything like
a world government, cosmopolitan ethicists do call for a new regime of global
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governance more extensive and intensive than Rawls’s. For Pogge, the present
global regime transgresses the perfect obligation to not impose significant and
avoidable harm on others. It does this through the ‘international lending priv-
ilege’ granted to rapacious local elites, who personally dispose of vast amounts
of funds borrowed from global capital markets in their countries’ name. And it
transgresses the perfect obligation to not harm through the ‘resource privilege’
allowing elites to privately appropriate the returns from selling the natural
resources of the territory they control, leaving the long-term costs of debt and
resource depletion to others. Appealing to the (Lockean) premise that untrans-
formed natural resources are owned in common, which implies an equal right
of the poor to share in the benefits of their use, Pogge calls for a global system in
which thosepreviously excluded fromthebenefits of the sale of resources share
in those benefits. More specifically, he proposes a ‘global resource dividend’,
with a relatively small percent of the selling price of natural resources collec-
ted and allocated to demonstrably effective anti-poverty programmes.19 Other
cosmopolitan ethicists have called for global anti-poverty programmes on the
grounds of a universal positive right to enjoy theprospects of a decent life,meet
basic needs, have basic liberties protected, and enjoy fair terms of cooperation
in collective endeavours.20

All liberal egalitarians call for an end to pernicious double standards on
the level of the global economy.21 When poor nations fall into excessive debts,
international agencies controlled by wealthy states forced harsh structural
adjustment programmes upon them. Great suffering is imposed on vulnerable
populations that did not benefit from the international borrowing privilege
exploitedbydomestic elites.These agencies have for themost part not imposed
comparable levels of suffering on wealthy nations with massive debts.Wealth-
ier states have also continued toprotect firmsoperating in sectorswherepoorer
regions have a competitive advantage (textiles, agriculture, etc.) from imports,
while simultaneously lavishing privileged firms and sectors with generous dir-
ect and indirect subsidies.22 Poorer regions, in contrast, face immense political
and economy pressure to dismantle comparable programmes.

For some prominent liberal egalitarians, the measures considered in pre-
vious paragraphs are sufficient to show that any tendency to global injustice
in capitalism can be overcome. For example, Thomas Pogge, who has done

19 See Pogge 2001 for details.
20 See, for example, Shue 1996, Brock 2009, Chapter 3, and the articles collected in Beitz and

Goodin 2011.
21 A representative account can be found in Brock 2009, Chapter 9.
22 Mazzucato 2013.
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as much as any other philosopher to call attention to severe inequality and
poverty in the contemporary global system, does not see any powerful drive
immanent in workings of the global economy to produce severe inequality
and poverty. He places the entire blame for this state of affairs on the last-
ing (‘compounding’) effects of the political sphere, in specific, the after-effects
of political colonisation, an international legal system that grants a ‘resource
privilege’ and ‘borrowing privilege’ to the rulers of kleptocracies and abusers of
their subjects’ human rights, the double standards of strong states, the inability
of weak states to resist unfair agreements, and so on: ‘Present radical inequal-
ity … demonstrates the power of long-term compounding more than powerful
centrifugal tendencies of our global market system’.23 He implies that were it
not for such political distortions of the global order, no normatively signific-
ant issues would arise on the level of the world market. And he holds that
the major injustices of the neoliberal global order can be avoided with such
minimal adjustments to that order we would hardly notice. He writes, ‘I think
minor modifications of the global economic and political order would suf-
fice to eradicate most present human rights deficits’.24 In my view this striking
claim is in tension with Pogge’s own robust notion of substantive equality. Be
that as it may, in the present context the most germane issue is whether the
normative problemshere are really dueprimarily to political arrangements and
policies?

Strong echoes of Ricardo’s theory of comparative advantage can be heard
in Pogge’s denial of ‘centrifugal tendencies’ in the world market. Since this
theory has been immensely influential in normative assessments of the global
economy (including those of many left liberals), it is worth taking amoment to
consider it more closely.Wewill then be in a position to consider what I take to
be themost powerful liberal egalitarianposition indebates about global justice.

Summarising the standard comparative advantage story, suppose England
produces textiles more efficiently than Portugal, while Portugal enjoys higher
levels of productivity in the wine sector. If each nation specialises in the
sector where it has an absolute productivity advantage, more total textiles and
more wine will be produced in the world market as a whole than will be the
case when each nation attempts to be self-sufficient in both commodities.
Specialisation and foreign trade therefore allowmore of thewants andneeds of
the citizens of each nation to bemet. It is not intuitively obvious that the same
conclusion holds if one nation enjoys an absolute advantage in both sectors.

23 Pogge 2001, p. 66.
24 Pogge 2010a, p. 208.
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Ricardo, however, argues that this is in fact the case whenever ‘opportunity
costs’ in the regions differ. Suppose Portugal enjoys an absolute advantage in
the production of both wine and textiles, but it must give up more units of
wine to produce an extra unit of textiles than England would have to give up.
While Englandmay lack an absolute productivity advantage in the production
of textiles, it still enjoys a ‘comparative advantage’ in this sector, since its
opportunity costs are lower than Portugal’s. If each nation specialises in the
sectorwhere it has a comparative advantage, greater output of each commodity
will be produced in the world market as a whole. Specialisation and foreign
trade thereforemake it possible formore of thewants and needs of the citizens
of each nation to be met.

If the principle of comparative advantage were true, over time we would
expect a general tendency for convergence to dominate in the world market.
We could then conclude that any normative problems associated with global
economic disparities were due to political factors, rather than economic ones.
There is, however, amajor difficulty: the principle of comparative advantage pre-
supposes that investment capital does notmoveacross borders. Ricardo explicitly
notes that if investment capital were mobile and one region enjoyed an abso-
lute productivity advantage over another in all relevant sectors, capital would
tend to flow to it from the less productive region, even in sectors where the latter
possessed a comparative advantage. Ricardo’s argument presupposes a global
order in which investors in a country lacking an absolute advantage in relev-
ant sectors will not ‘seek a more advantageous employment of their wealth in
foreign nations’.25 This assumption, however, obviously cannot bemade for the
contemporary global economy, where ‘emigration of capital’ will tend to occur
whenever that appears to be the most profitable option.

Other liberal egalitarian social theorists, acknowledging the irrelevance of
the principle of comparative advantage in a world of global capital flows,
strongly disagree with Pogge’s assertion that there are no strong centrifugal
tendencies in the global economy. One dimension of an immensely complic-
ated issue must suffice here, but it is a crucial one. Just as technology is a

25 ‘Experience, however, shows, that the fancied or real insecurity of capital, when not under
the immediate control of its owner, together with the natural disinclination which every
man has to quit the country of his birth and connextions, and intrust himself with all his
habits fixed, to a strange government and new laws, check the emigration of capital. These
feelings, which I should be sorry to see weakened, induce most men of property to be
satisfied with a low rate of profits in their country, rather than seek a more advantageous
employment of their wealth in foreign nations’ (Ricardo 1970, pp. 136–7, quoted in Cobb
and Daly 1997, p. 214).
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major weapon in inter-capital competition in national economies, it is a major
weapon aswell in the competition among regions in theworldmarket, determ-
ining which flourish and which decline. It takes considerable wealth to estab-
lish a national innovation system granting firmswithin it the chance to operate
at, or close to, the scientific-technological frontier. Given the extensive costs,
units of capital from wealthy regions tied to effective national innovation sys-
tems have a tremendous competitive advantage in global competition against
producers frompoorer regions, since innovation is amajorweapon in this com-
petition. The success in global markets in one period (with all its multiplier
effects) provides resources formaintaining and expanding thenational innova-
tion system in the next,making both innovations and success in globalmarkets
in the following periodmore likely. The other side of the coin is a vicious circle
in poorer regions, where the inability to establish an effective national innov-
ation system drastically limits the scope of process and product innovations,
thereby lowering the chances of obtaining resources required to engage in r&d
at the scientific-technological envelop in future periods. Pace Pogge, there is a
dominant centrifugal tendency in the capitalist world market, rooted in this
conjunction of a virtuous cycle in wealthy regions and a vicious cycle in poor
ones. You do not have to be a Marxist to comprehend that there is a tendency
to uneven development in the world market.26

If the tendency to uneven development operated unchecked, those born
in some regions would necessarily tend to enjoy opportunities to appropriate
a disproportionate share of the benefits of the global ‘basic structure’, while
those born in other regions would tend to be left behind. Since place of birth
is as arbitrary from a moral point of view as race or gender, it would be diffi-
cult indeed to argue that this state of affairs was consistent with equal respect
and concern for all persons. If the ‘core thesis’ of liberal egalitarianism is to
be defended, there must be good reasons to think that the strong tendency for
global capitalism to produce, reproduce, and exacerbate severe global inequal-
ity and poverty can be put out of play. Liberal egalitarians who perceive what
is at stake believe there are ample theoretical grounds and historical examples
to affirm that this is indeed the case.

A few centuries ago England had a considerable technological advantage
over the United States and Germany. Rather than accept the subordinate place
in the world market dictated by their given ‘comparative advantages’, the us
andGermany constructed variants of what has been termed the developmental

26 Reinert 2008 provides a comprehensive overview of the main left liberal arguments. See
also Stiglitz 2002.
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state model of capitalism, developing advantages that had not existed before.
This state form stands in stark contrast to the ‘nightwatchman’s state’ so belov-
ed of British theorists in the nineteenth century.27 The precepts of ‘free trade’
were ignored; the economy was not allowed to be a ‘spontaneous order’ emer-
ging as an unintended macro-level result of millions of micro-level decisions.
Economic activity was instead subordinated to the principle of national devel-
opment.

The particularities of different versions of developmental states cannot be
explored here. An ideal type of the ‘development state’ must suffice, defined by
the following features:

– State expenditures and policies are consistently directed over time to create
an effective national innovation system, including measures such as direct
state funding of r&d, support for the education and training of a scientific-
technical workforce, government procurement policies offering securemar-
kets to innovating companies, tax breaks for r&d, accelerated depreciation
of investment in equipment embodying advanced technologies, and so on.

– State officials instruct agents in the financial system to provide innovating
firms with abundant access to cheap credit, with mechanisms in place
to ensure this directive is carried out effectively. If the banking system is
nationalised, guidance can be conducted through formal channels. Informal
guidance without nationalisation can in principle be equally effective.

– Foreign capital inflows into the financial sector are restricted in order to
maintain the state’s capacity to offer effective guidance (foreign investors
are much less likely to acquiesce to state directives).

– Restrictions on capital outflows from the domestic financial sector are also
required, preventing domestic banks from pursuing foreign investments
that promise higher returns than those generated by extending of credit to
domestic firms.

– Firms at a considerable technological disadvantage in global competition
are protected from competition while they are in the process of catching up
to the scientific-technical frontier. Significant tariff and non-tariff barriers
against competing imports are imposed (combined with state support for
imports of necessary inputs into production that the domestic economy
cannot produce itself).

27 And so irrelevant to Britain’s own rise to global dominance, as Reinert 2008, Chapter 3,
and Desai 2013, Chapter 2, document.
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– Measurable benchmarks are established by the state to ensure that the
firms benefitting from access to cheap credit and protection are in fact
successfully catching up to the technological level of leading competitors
in the world market. Sanctions are imposed on those that are not.

In the view of liberal egalitarians, the success of the us and Germany in the
nineteenth century, of Germany and Japan after the horrific destruction of
World War ii, and of South Korea, Taiwan, and other countries in East Asia in
more recent decades, shows that poor regions in the global economy are not
condemned to remain poor. There are no guarantees. But the successes of the
developmental state model provide conclusive proof that ‘catching up’ is an
objective possibility.

The present global order systematically provides individuals comparable
in every relevant way with radically different opportunities to live the sort
of lives they have most reason to choose, due to the morally arbitrary fact
of being born in different regions. No global order with this property can be
normatively affirmed from a liberal egalitarian standpoint. But just as proper
political regulation can put other normatively problematic tendencies of play,
the tendency to global injustice can be put out of play by the developmental
state. In principle, any region anywhere can in principle generate technological
advance, economic growth, and improved living standards. The great success
stories of globalisation appear to spectacularly corroborate this claim. In East
Asia, after all, more people have been lifted out of poverty at a faster rate than
ever before in human history. Liberal egalitarians conclude that their ‘core
thesis’ remains rationally defensible.

So far the reasoning has been reminiscent of Rawls’s emphasis on the state
as the primary site of justice. There is, however, a serious complication: the
success of the developmental state project does not rest solely on the policies
of the domestic state in question. ‘Strong’ states in the global order must
acquiesce, at least to the point of not using their power to impose a global
regime of free trade and unrestricted capital flows, thereby ruling out effective
developmental states. Citizens of strong states have a significant normative
responsibility to prevent the political elites ruling in their name from imposing
such measures.28 Social movements for global justice must also struggle to
prevent strong states from protecting and subsidising favoured industries in
markets where poorer regions are competitive, and to abolish the international
resource and borrowing privileges. These movements must also ensure that

28 Stiglitz and Greenwald 2014.
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adequate levels of international aid are provided in cases where nomatter how
competent and honest political administrators might be additional resources
are needed to escape the poverty trap. There are no guarantees that global
justice movements will prove successful. Once again, however, liberal egalit-
arian theorists point to a democratic public sphere where the political will
to overcome systematic tendencies to global injustice can be consolidated, as
well as electoral mechanisms to translate that political will effectively into the
policy formation process.29 The practical intent of liberal egalitarian theory is
to contribute to the democratic political will-formation process necessary to
put the tendency to uneven development out of play.

The institutionalisation of liberal egalitarian values on a global scale will
require farmore than ‘minormodificationsof the global economic andpolitical
order’. It will most likely require a new form of world money along with a new
‘international financial architecture’ discouraging massive global imbalances
between deficit regions and surplus regions.When the dominant formof world
money is a national currency, elites in the home region of that currency are
likely to abuse the privilege, appropriating an unfair portion of global output
in return for pieces of paper. Other regions in the global economy that fall into
significant deficits are not so fortunate. They find themselves forced to bear an
unfair share of the burdens of adjusting to global financial imbalances, despite
the fact that surplus regions are no less responsible for the imbalances (for
every ‘irresponsible’ borrower there is an ‘irresponsible’ lender), despite the
fact that few in the deficit regions benefittedwhen the international borrowing
privilegewas abused by domestic elites, and despite the fact that households in
deficit regions are generally far more vulnerable than those in surplus regions.

Left liberal proposals for a feasible alternative to this normatively unaccept-
able state of affairs build on Keynes’s recommendations for reforms in the
course of the Bretton Woods negotiations. Keynes called for 1) a new form of
world money along the lines of the ‘special drawing rights’ that the Interna-
tional Monetary Fund has made available on a relatively small scale, 2) rules
requiring adjustments in both surplus and deficit regions when imbalances
begin to becomeexcessive, and 3) an international agencywith control over the
flows of the new world money enabling it to enforce those rules. The fact that
his suggestions were vetoed by the United States does not mean they are not
feasible in principle. Paul Davidson and other Post-Keynesian economists have
argued persuasively that nothing that has occurred in the intervening decades

29 SeeHabermas 1996 andPettit 2012 for paradigmatic liberal egalitarian arguments for these
key claims.
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has lessened the relevance of Keynes’s proposals. Quite to the contrary, the
need to develop and implement some version of them has been made even
clearer.30 Once again, it is simply a matter of the political will; the technical
details do not impose fatal obstacles.

It is time to conclude this chapter. Liberal egalitarian replies to the Marxian
arguments presented Chapter 6 have been examined. These replies are based
on a rejection of the ‘economism’ (supposedly) underlying the Marxian per-
spective. If legitimate economic activity occurswithin a legal framework estab-
lished and enforced by a coercive state apparatus, fully capable in principle
of holding any economic agent flaunting the rules that have been enacted to
account, then the only relevant question is whether there are feasible reforms
that could in principle ensure that capitalist market societies tend to function
over time in a normatively acceptable manner. The specific proposals con-
sidered in this chapter support a positive answer.

For left liberals, the fact that reforms counting as significant normative
advances have been made before, including reforms that had at one time
almost universally been considered utterly impossible, strongly suggests that
further reforms are feasible. Unfortunately, even cautious optimism for the
near term prospects of significant reforms may not be justified, given the con-
tinuing strength of the ‘politics of selfishness’ in the us and elsewhere. But the
major issue in dispute here does not have to do with such contingencies. The
question is simply whether capitalism can in principle operate in a normat-
ively acceptable manner. The considerations discussed in this chapter seem to
provide strong reasons to think it can.

30 Davidson 2002 and 2009 present a strong case for this thesis from an explicitly liberal
egalitarian perspective.
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Towards a Marxian Theory of ‘The Political’

This chapter beginswith a closer investigation of some general issues regarding
‘economism’ and the capacities of states. The remainder is devoted to a critical
assessment of liberal egalitarian proposals to put malign tendencies in capital-
ist market societies out of play.

Five Theses on the Capitalist State

For most social theorists it is self-evident that Marx was an economic reduc-
tionist of some sort or other. How could a social theory proclaiming capital
the dominant ‘subject’ in society not be guilty of granting the economic sphere
primacy over other dimensions of social, political, and cultural life?1 And are
there not numerous passages in his corpus where Marx discusses the state in
clearly instrumentalist or functionalist terms?

Marx never wrote the Book on the State he originally intended, and so
we are left trying to fit together scattered passages as best we can. There are
certainly statements in Marx’s writings that seem to assert that the political
sphere is ultimately reducible to economic factors. I shall argue, however,
that the best ‘all things considered’ reading absolves Marx of the charge of
economic reductionism. The case will be presented through five theses on
the relationship between the economic sphere and the political sphere in
capitalism.

1 There is an Element of Truth in ‘Economist’ Theories of the State
However one-sided and ultimately inadequate theymay be, there is an undeni-
able element of truth in instrumentalism and functionalism. History and con-
temporary social science document numerous caseswhere thosewho own and
control capital direct state officials to further their private interests through
corrupt payouts, private funding of campaigns, the capture of regulatory agen-
cies, and so on. There are numerous other cases where state agents operate as
the de facto representatives of the general interests of owners/controllers of
capital (or a particular faction of capital) without any personal control having

1 Marx 1976a, p. 255.
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to be exerted by the latter over the former, due to shared cultural ties, educa-
tional backgrounds, ideological beliefs, the hope of future lucrative employ-
ment in the private sector, and so on. Also, while ruling blocs may include
various non-capitalist group interests, ruling blocs in capitalist societies tend
to be dominated by hegemonic factions of capital, as Gramsci explained in his
Prison Notebooks. And it is close to a tautology to assert that in the long run
successful regions of capitalist development tend to be those where political
authorities provide what is ‘functional’ for capital in general (basic research,
infrastructure, education, enforcement of property rights, and so on).

In all these cases, recognising the causal influence of the economy on polit-
ical apparatuses is simply good empirical social theory, not dogmatic ‘econo-
mism’. It is good normative social theory as well, since these states of affairs are
associatedwith a class bias in public policies that conflicts with the democratic
values associated with the principle of equal concern and respect.

2 State Policies are Radically Indeterminate
Speaking loosely, the previous point can be summarised by saying that the con-
tent of state policies is causally affected by economic power. Marx, however,
was also aware that an exclusive focus on the economic determination of the
content of political policies is not adequate. In his writings we learn that some-
times state policies strongly opposed aristocratic enclosures of common lands,
on the grounds that destroying the yeoman class would harm the backbone of
theBritish infantry. At other times government policies encouraged enclosures.
Sometimes state officials supported restrictions on the length of the working
day. At other times they did not. Sometimes workplace practices transgress-
ing state legislation were ignored. At other times state officials were sent into
factories to document illegal abuses. On some occasions state officials respon-
ded to financial crises in ways that served the immediate interests of bankers;
at other times they were willing to harm those interests. Sometimes milit-
ary excursions were clearly intended to bring economic benefits to favoured
groups. In other cases, military moves made on the global ‘chessboard’ clearly
had their own ‘logic’, with foreseeable effects on domestic economic interests
at best a secondary factor.

To put the thesis as sharply as possible: there is not a sentence in Marx’s
critique of political economy, his political essays, or his journalistic endeavours,
that implies that the concrete political policies adopted in a particular context
can be reliably predicted froma list of economic considerations, nomatter how
long such a list might be. State policies are radically indeterminate.
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3 The Relationship between the State and the Economy is
Characterised by Reciprocal Causality

In Marx’s framework it is not just the case that the content of state policies
exhibits a high degree of autonomy and indeterminateness vis-à-vis the eco-
nomy. The causal arrows go in both directions, from the political realm to the
economy no less than the reverse. No one who has read Part viii of the first
volume of Capital could fail to be struck by the central causal roleMarx assign-
ed the state in the historical emergence of capitalism. No onewho has readThe
Eighteenth Brumaire, or Marx’s journalistic writings for the New York Tribune
could fail to be struck by the important causal role granted the state at other
key moments of capitalist history.2

Acknowledging the extensive autonomy of state activity is fully compatible
with Marx’s concept of capital. The dynamic homeostatic process by which
capital is maintained and expanded over time is astounding in its flexibility; an
indefinitenumberof different and incompatible concretepaths are compatible
with capital accumulation.3 An essential part of this radical open-endedness
is the capacity to adjust to state policies. A vast range of state policies are
compatiblewith capitalist development, includingpolicies perceived at a given
time to go against the short- and long-term interests of capital. Ironically, the
strongest advocates of capital drastically underestimate it when they resist
these policies, overlooking capitalism’s astounding flexibility. Capital is pure
form. There is no one content that the capital accumulation process must
take, and no one content the capitalist state must take to be consistent with
accumulation. The content of both is radically open-ended.

A paradigmatic instance of this dimension of the complex relationship
between capital and state is described in great detail in Volume 1 of Capital.
It was long thought that political restrictions on the length of the working day
were fundamentally incompatible with the reign of capital.4 This proved to not
be true. In fact, theneed to adjust to state legislation restricting the lengthof the
workday provided a tremendous spur to what might well have been the single
most significant moment in capitalism’s internal development, the historical
transition frommanufacturing to machinofacture.5

2 See, for example, Marx 1980.
3 De Angelis 2007.
4 According to Senior’s ‘last hour’ thesis, the output of the last hour was the source of the

owner’s profit, and so eliminating that last hourwouldbe the eliminationof profits altogether.
Marx rightly ridiculed this idea (Marx 1976a, pp. 333–8).

5 The systematic subordination of science and technology under capital (the so-called ‘know-
ledge economy’), and the associated real subsumption of living labour under systems of
machinery embodying the ‘general intellect’, both emerged in the period of machinofacture.
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We may define ‘strong economism’ as the claim that the economic sphere
tends to determine the political sphere without itself being affected by the lat-
ter, and take ‘weak economism’ to refer to the assertion that the economy has
a determining influence on the political sphere much greater than any reverse
influence. Marx did not accept either form of economism. In his account, and
in the best theoretical and historical works in the Marxian tradition, there are
moments when the causal impact of the political process on the economic
sphere is far greater than the reverse, including some of the very most import-
ant moments in the history of modern capitalism (its initial emergence and
consolation, the transition to machinofacture, etc.). If anything, it would be
more accurate to say that Marx’s writings establish that the historical devel-
opment of capitalism periodically requires external spurs from the political
sphere.

The three theses on the state considered thus far seem to be compatiblewith
the core thesis of liberal egalitarianism. If the content of state policy is radically
indeterminate, and if the state can have a strong causal effect on the economy,
then there would not seem to be any good reason to dismiss the core liberal
egalitarian thesis. It would seem, in other words, that a series of incremental
reforms could push capitalism down a path overcoming whatever normative
shortcomingsmaybeset it at the given time.The first thesis above, affirming the
moment of truth in instrumentalist and functionalist perspectives on the state,
rightly points to the difficulty of implementing significant reforms challenging
incumbent economic interests. But no liberal egalitarianwould deny that there
are immense difficulties.6 That, however, is only one side of the story. In a civil
society institutionalising rights to public discourse there is space for processes
of political will-formation culminating in a call for policies furthering a public
good different from – and perhaps even opposed to – what representatives
of capital take to be the good of capital. Those demands can then be made
politically effective through the institutions of popular sovereignty. Without
knowing precisely how capital will react to their implementation, it would
appear justified to have confidence that capital will successfully adjust, as it
has in the past.

Before accepting this happy conclusion, two more theses must be con-
sidered. They bring us to what I take to be the deepest level of a Marxian
perspective on the political sphere and its relationship to economic life.7

6 For example, almost all its most prominent advocates (including Rawls, Habermas, and
Sen) have articulated very forceful criticisms of the role of money in contemporary politics,
pointing out the difficulties this poses for progressive reforms.

7 What follows has been greatly influenced byMurray 1988, Chapter 17; Lacher 2006; Rosenberg
1994; and the writings of Ellen MeiskinsWood (e.g. Wood 2002).
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4 Capitalism is Defined by a ‘Bifurcation of the Political’
Given the all but universal acceptance of the economistic reading of Marx,
it is a bit ironic to realise that the heart of his theory of the state is not the
assertion that ‘the political’ is merely of secondary importance. It is instead
the assertion that the structures and practices of capitalist market societies
systematically generate an impoverished form of ‘the political’, reflected in
mainstream theories across the spectrum. The political dimension of social life
has a far greater scope than has been recognised; to complain of ‘economism’
here is to miss the point entirely.

In pre-capitalist class societies, the political nature of the key social relations
was reasonably transparent. On the one side there were slave owners; on the
other slaves, producing a surplus then appropriated by their masters. Or there
were lords and serfs,with serfs producing a social surplus appropriatedby lords.
In yet other contexts warrior aristocrats demanded tribute from independent
peasanthouseholds. In all these cases itwas fairly clear to all concerned that the
surplus extraction process was a political relationship of domination, although
the factors underlying that relationship were often obscure (physical coercion,
the dead weight of custom, religious worldviews condemning disobedience
to superiors as heinous impiety, the pursuit of self-interest within given con-
straints, an inability to imagine alternatives to the given constraints, and so on).
To simply say that in pre-capitalist societies there was no distinct ‘economic’
sphere separate from the ‘political’ realm would be far too weak. The very idea
of there being an economic relationship of classes distinct from political rela-
tions of domination was unintelligible.

In capitalist market societies matters appear to be quite different. The pro-
cess of producing and distributing goods and services is mediated by the deci-
sions of individual persons to exchange commodities andmoney. State officials
provide the background conditions for these choices and then step aside.With
these structures and practices in place there appears to be a ‘natural’ separ-
ation of the economic sphere and the political sphere, however much each is
the necessary complement of the other.Marx insists thatwemust examine this
separation critically, rather than take it as a given.

Twoquestionsmust be posed at this point. First, is capitalisma class society?
Inotherwords, is there a class that produces a surplus appropriatedbyanother?
The answer must be ‘yes’, whatever the number of complicating factors.8 The

8 Complicating factors include: 1) holding a particular class position does not automatically
lead persons to form a sense of self-identity centring on that position; 2) there are intermedi-
ate positionswhere class classifications are not completely clear; 3) the top level of executives
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private ownership of money capital and productive resources, the fact that
means of subsistence generally take the form of commodities, and the fact that
the vastmajority of individuals havenoother commodity tobring to themarket
besides their labour power, taken together reproduce a social world in which
thosewho do not ownor controlmoney capital are generally forced to sell their
labour power to thosewho do. The latter will not purchase labour power unless
they anticipate that setting living labour to work on the means of production
(which they own) is likely to result in commodity outputs that can be sold for
more than their initial investments. In other words, wage labourers will not
be employed over time unless their living labour produces surplus value [the
difference between m, the initial money capital invested at the beginning of a
capital circuit, andm′, the amount appropriated at its conclusion] appropriated
by thosewhoownand controlmoney capital. This is a class relationship, even if
it is not transparently so, due to the way it is reproduced through exchanges of
commodities and money among (formally) free and equal individuals, rather
than through the sort of direct personal subjugation imposed on slaves, serfs,
or tribute-paying independent producers. While formal freedom and equality
makes a profound difference in other respects, it does not change the fact
that the capital/wage labour relationship is a class relationship of surplus
production and expropriation.

Nor can this relationship be denied on the grounds that the physical pro-
cess of producing the surplus invariably involves other inputs besides labour.
The fact that those who own/control money capital supply living labour with
access to the objective preconditions of human life (means of subsistence and
the means of producing them) is irrelevant to the point at hand. They are in a
position to make this ‘productive contribution’ solely because of their owner-
ship/control of money capital, and so this ownership/control cannot be either
explainedor justifiedby these ‘contributions’without falling into the crassest of
circular arguments. The ability to appropriate surplus valuemust be explained
instead by the social power over labour embodied in money capital.

This brings us to a second question. Could a macro-level relationship
between a class producing a surplus and a class appropriating it be ‘private’
and ‘non-political’ in any truly meaningful sense of those terms? Words can

in corporations may be able to appropriate an increasing share of surplus value through
inflated salaries and stock options, muddying the distinction between owners of capital and
their agents (Duméniel and Lévy 2011); and 4) relatively small amounts of financial assets can
beownedbywage labourers (although these should be seenprimarily as deferredwages; their
ideological import is far more significant than their effects on the structures and processes of
class relationships). Other complicating factors will be mentioned below.
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be defined however we wish, and so it is possible to simply define ‘political’
in terms of state institutions, state policies, the actions of state officials, the
actions of agents outside the state apparatus to influence the constitution,
legislation, or specific policies of the state, the extension of these sorts of mat-
ters to international relations, and so on. But such a definition is arbitrary and
question-begging. The macro-level social division between a surplus producing
class and a surplus appropriating class is absolutely central to the organisation
of the polity. From this standpoint it could hardly be more mistaken to assert
that Marx’s theory emphasises the ‘economic’ sphere while ignoring (or even
just downplaying) the ‘political’ realm. Marx’s main point in this context is
that the standard notion of ‘the political sphere’ is illegitimately restricted in
capitalism, institutionalising the profound category mistake of treating what
is inherently political as a private matter. Far from being a defender of ‘eco-
nomism’, then, Marx is the great critic of conceiving a depoliticised economic
realm. The ‘bifurcation of the political’ into separate ‘political’ and ‘economic’
spheres is an illusion, albeit one necessarily generated by the social relations of
a capitalist society.9

In this section I have argued, first, that there have been and surely will
continue to be many cases where factions of the capitalist class use the state
as an instrument to further their perceived interests, and where the state is
controlled by a ruling bloc under the hegemony of a faction of capital. Second,
Marx’s writings on the state do not overlook the strong element of contingency
and indeterminacy in state policies vis-à-vis the economy. Third, his writings
also show that the state can affect the economy no less than the reverse. State
laws and regulations have even provided crucial spurs to capitalism’s historical
development. Capital is radically open-ended; there is an indeterminate range
of distinct and incompatible paths of development it could take at any given
point in time. It has the flexibility to adjust to externally imposed dictates by
the state. Fourth, the main point of Marx’s theory of the state is not to reduce
the political realm to the economic realm. His goal is instead to establish the
inherently political nature of class relations, overcoming the illicit ‘bifurcation
of the political’ that treats an intrinsically political class relationship as if it
were a non-political matter.

A fifth and final thesis must now be added, perhaps the most important of
all.

9 The phrase ‘bifurcation of the political’ is taken from Rosenberg 1994.
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5 The State Form Imposes Restrictions on the (Indeterminate) Content
of State Policies

We are now finally in a position to state why Marx insisted that the state in a
capitalist societymust be thought of as a capitalist state, despite the irreducible
contingencies in the relationship between the state and the economy docu-
mented in his writings. The radical indeterminateness of the capitalist state is
not an unrestricted indeterminateness.10 The indeterminateness of content is
conjoined with a determinateness of form, imposing a restriction on the form-
determined content.11

Themeaning of the last statement will no doubt be unclear tomany readers
at this point. I shall attempt to elucidate its meaning and main implications in
general terms in the following paragraphs. The discussion of specific left liberal
proposals in the following section should clarify its meaning and implications
further.

One side of the ‘bifurcation of the political’ is a depoliticisation of the inher-
ently political class relations of the economy. The other is a ‘political’ realm
impoverished by the exclusion of inherently political matters. The historical
process resulting in the formation of an (apparently) depoliticised sphere of
economic transactions simultaneously constitutes the state as a realm (appar-
ently) separate from the economy. In reality, there is only one set of social
relations underlying both the state form and the capital form.12 The state form
restricts the (nonetheless indeterminate) range of state policies in the follow-
ing sense: the capitalist state cannot introduce reforms that overcome the bifurc-
ation of the political without dismantling itself. The bifurcation of the political
allows the causal arrows to go from the state to the economy no less than from
the economy to the state. It even allows state activities to play a profoundly
determining role in capitalist economic development. But it does not allow the
depoliticised economy to be adequately politicised, or the impoverished polit-
ical realm to encompass the entire range of inherently political relationships.
These things cannot occur short of a radical rupture from the social relations

10 The restrictions on states imposed by constitutions, treaties, geopolitical power relations,
and other matters of that sort are not at issue here.

11 See Arthur 2002, pp. 204–7 and Reuten andWilliams 1989 on ‘form determination’.
12 Similarly, a historical materialist account of the modern household should not rest on

the claim that it is a mere ‘epiphenomenon’ determined by the economy, or even that
the economy has a greater causal influence on household relations than they do on the
economy. The proper claim is instead that the emergence of the social relations defining
generalised commodity production, and the emergence of the household as a separate
sphere from the economy, are one and the same process.
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defining a capitalist market society. Once the process of producing, appropri-
ating, and allocating the social surplus is recognised as an inherently political
matter and therefore subject to the same sorts of normative considerations
that apply to other exercises of public power, thenmerely tinkering with back-
ground conditions of capitalist market societies will no longer suffice.

Any adequate social theory needs to distinguish between reforms threaten-
ing the perceived short- or long-term interests of capital, but which capital can
adjust to within some reasonable time frame, and policies threatening the very
bifurcation of the political constitutive of capitalist society itself. At first the
representatives of capital can be expected to resist instances of the former no
less fiercely than instances of the latter. Over time, however, if sufficient polit-
ical will to impose the former is present capital will adjust like the homeostatic
system it is, and begin to go down new paths of accumulation. Enterprising
entrepreneurs will eventually seek ways to profit from state decrees, just as
manufacturers in the nineteenth century eventually responded to restrictions
on the length of theworking day by introducingmore sophisticatedmachinery
(and thereby furthering the production of relative surplus value). In contrast,
resistance to policies eradicating the bifurcation of the political will be unre-
lenting to the end. Continuing ownership and control of investment capital
grants the owners/controllers ample resources to make this resistance effect-
ive, however strong the public support for reform might be. At some point a
stark choice must be faced. Either policies overcoming the bifurcation of the
politicalmust be abandoned, or capital’s power to resistmust be recognised for
what it is, an inherently public power that cannot be left in private hands. Both
paths abandon the core thesis of liberal egalitarianism.

These general considerations will now be applied to liberal egalitarian pro-
posals for overcoming the normative shortcomings of capitalism.

A Critical Examination of Liberal Egalitarian Proposals

The liberal egalitarian proposals discussed in the last chapter attempt to use
the power of the state to push capitalist market societies onto normatively
acceptable paths. I shall argue that attempts to implement these proposals
would either be ineffectual, leaving significant normative problems in place,
or would require dismantling the form of the state in capitalist societies. And
the state form in capitalism cannot be dissolved without dissolving the capital
form; both are expressions of the same social relationships.

Liberal egalitarians have not regarded the state form or the basic distinction
between the political realm and the economic sphere as inherently problem-
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atic features of contemporary society requiring critical evaluation. The mod-
ern state form is instead taken as an advance in social evolution, part of the
‘rationalisation’ process of modernity.13 The political structures and practices
left liberals advocate – the democratic accountability of political officials, an
open and dynamic public sphere, a system of checks and balances within the
state apparatus, constitutional protections of fundamental political rights, and
so on – are of great normative importance. But the general framework masks
the inherently political nature of class rule andmakes the specifically capitalist
nature of the capitalist state opaque. In addition it overlooks how the artificial
restrictiononwhat counts as ‘political’ systematically restricts discoursewithin
the public sphere.14

It is easy enough to say that political institutions and public policies can
provide theproper background conditions to ensure that generalised commod-
ity production and exchange operate in a normatively acceptable fashion. But
this agenda cannot be rationally defended if these reforms demand a reversal
of the depoliticised economy and impoverished politicisation constituted by
generalised commodity production.

The Capital/Wage Labour Relation
Political actions removing the normative problems in the capital/wage labour
relationship would not merely transform the background conditions of this
social relationship. They would have to abolish the relationship itself.

Coercion. It is easy enough to proclaim that if a basic income were granted
to all, and employment provided for all who wish it, the extreme asymmetry
in bargaining power that turns formally free agreements into substantively
forced agreements would be removed from labour markets. It is easy enough
to add that the democratic state structures already in place could effectively
implement these proposals once arguments in their favour won sufficient
assent in civil society, and that the sovereign power of the state would be
sufficient to compel recalcitrant economic elites to comply when such reforms
were adopted.

A first difficulty ariseswhenwenote that a serious attempt to implement the
proposals would tend to set off an inflationary spiral. Basic income guarantees

13 Habermas 1985 is a paradigmatic expression of this widely shared view.
14 Rawlsmakes a sharp distinction between the strong cultural consensus regarding political

justice and views of economic justice, which do not reflect a similarly strong consensus
(Rawls 1999b). This distinction accepts, rather than critically deconstructs, the bifurcation
of the political that is taken as ‘normal’ today, that is, the depoliticisation of the economy
and the ‘deeconomising’ of the polity (so to speak).
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and full employment would result in an initial rise in real wages. Given that
liberal egalitarian reforms of the capital/wage labour relationship would still
leave units of capital with the power to set prices, what would stop price
increases aimed at maintaining a high profit/wage ratio? If nominal increases
left real wages unchanged, the proposals would be ineffectual. Most social
agents would still find themselves forced to sell their labour power to others
to gain access to required means of subsistence; labour markets would still be
characterised by a serious asymmetry of bargaining power. Maintaining the
substance of the reformwould require another jump inbasic incomeprovision,
another jump in expenditures toprovide full employment, andanother jump in
real wages. But this could simply lead to a new round of price increases, leaving
the proposals to transform the status quo ineffectual. And so on.15

Suppose, however, we imagine for the sake of the argument that strong price
controls somehowalloweda reasonably generous basic incomeguarantee tobe
provided and full employment to be maintained without inflation. To assume
that this is compatiblewith capitalism is to assume that personswould agree to
work for wages even if they were no longer forced by economic compulsion to
so. It is easy to imagine particular cases where this would happen, since these
wages would allow sellers of labour power to enjoy additional consumption
opportunities (and purchasers of labour power could accomplish tasks they
could not achieve on their own). But Marx did not argue that each and every
particular instance of wage labour thatmight ever occur is necessarily coercive,
oppressive and exploitative. He did not provide a transcendental critique of
wage labour simpliciter, but a historically specific critique of wage labour as a
dominant social form in generalised commodity production and exchange. If
I agree to help a neighbour move in return for pizza and beer, there is a (very
attenuated) sense in which commodities are being exchanged and my labour
power is being treated as a commodity. This hardly shows that wage labour is
normatively justified as a central mechanism of social reproduction!

From a Marxian perspective there are two main questions to address here.
The first stems from the way the capital/wage labour relationship is not based
ona series of separatewageagreements thatmayormaynot takeplacedepend-
ingoncontingent assessments of mutual benefits.The systematic reproduction
of capitalist society requires the systematic reproduction of the capital/wage
labour relationship.Without the systematic commodification of labour power

15 The financial sector and central banks would have to accommodate these price increases,
but in a social worldwhere the capital/wage labour relation remained in place, andwhere
accommodating these price increases appears necessary to maintain this relationship, it
would seem reasonable to expect such accommodation to occur.
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capitalism does not exist as a historically specific mode of production. This
leads to the following question: would agents generally treat their capacity for
acting for most of their adult waking lives as a commodity available for oth-
ers to purchase if they were not compelled to do so as a result of the reforms
to eliminate structural coercion in the labour market? A positive answer is not
obvious, to say the least.

Suppose, however, we simply assume that a critical mass of people would
recurrently consent to engage in wage labour. A second question arises at
once: if basic income and employment guarantees somehow removed the
extreme asymmetry in bargaining between labour and capital underlying coer-
cive agreements, would surplus value continue to be created and appropriated
by the holders of capital and their representatives? A redistribution of income
sufficient tomeet liberal egalitarian goalsmight itself produce adecline inprof-
itability that threatened accumulation from the start. But let us put that worry
to the side. As Marx explained in Capital, the formation of a reserve army of
the unemployed poor has provided amechanism ensuring over time that wage
rates do not threaten capital accumulation.16 Liberal egalitarian proposals for
basic incomeand full employment eliminate thismechanism.Whatwould take
its place? Would not a significant portion of what would otherwise have been
surplus now tend to be appropriated by workers in the form of higher wages,
given that they were no longer forced to sell their labour power as a condi-
tion for enjoying an acceptable standard of living? There is some level of wage
increases that would reduce surplus value to the point where funds for expan-
ded investments were depleted. A point could even be reached where depreci-
ation funds, that is, funds for replacement investment, were threatened. Surely
workerswould understand it was in their interest and the interests of their chil-
dren and their communities that resources be available for replacement and
appropriate expanded investments. But if the asymmetry of bargaining power
between capital and labour were truly eliminated, wage labourers would have
the power to deny ultimate power over the surplus to a class of owners (or their
agents) who are not accountable to them. Establishing substantive accountab-
ility, however, would go far beyond merely modifying the ‘background condi-
tions’ of the labourmarket. The ‘bifurcation of the political’ that is constitutive
of capitalism would be undermined, as the inherently political nature of sur-
plus production and allocation would be institutionally recognised.

16 Marx 1976a, Chapter 25. Patnaik explains how this mechanism has worked on the level of
the world market in Patnaik 1997.
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Would representatives of capital abide a situation threatening to leave them
without a compliant labour force, and without confidence that a surplus value
will be produced that they can appropriate and control?Whatever liberal egal-
itarian theorists might hope, those who own and control capital would not
share the delusion that the capital/wage relation can be the dominant form of
social reproductionwithout structural coercion in the labourmarket. It is reas-
onable to foresee that they would employ every possible resource at their dis-
posal to prevent such proposals from being accepted, or to reverse them if they
were somehow accepted. The bifurcation of the political granting themprivate
control over society’s productive resources also grants them the power tomake
this resistance effective through capital strikes, capital flight, and various other
measures. A time would be reached when the reforms would either have to be
rescinded or the power of capital’s representatives to effectively resist those
reforms would have to be taken away – in other words, investment decisions
(such as the decision to bring the economy to a screeching halt through cap-
ital strike or capital flight) would have to be treated as the exercises of public
power they inherently are. Either choice requires abandoning the core thesis
of liberal egalitarianism, the first by conceding that there are significant and
irresolvable normative problems in capitalism, the second by overcoming the
bifurcation of the political defining the social relations of capitalism.

Domination. It is easy enough to call for a mixture of constitutional guar-
antees, legislation, and regulations to bring about a ‘stakeholder economy’ in
which labour is a true ‘partner’ in management, eliminating domination in
theworkplace (and providing the democratic accountability that basic income
and full employment do not provide). If new technologies and forms of social
organisation were introduced after consultation with workers, rather than
imposed on them externally, any systematic tendency for workers to suffer ali-
enation at the workplace, or normatively unacceptable levels of physical and
psychological stress in the labour process, would appear to be put out of play.
But there are serious limits to this proposal, as a consideration of two forms of
‘partnership’ illuminates.

A first type of partnership grants workers mere rights of consultation. Such
rights are in principle compatible with the capital/wage labour relationship,
even if representatives of capital would predictably fight their introduction
tooth and nail inmost historical circumstances.17 These rights, however, would

17 Would co-determination rights have been granted in West Germany had it not been for
the need for rapid reconstruction after the devastation of a world war, combined with the
existential threat posed by East Germany?
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not allow workers to ‘stand as equals’ to owners and managers in capitalist
firms, as the following thought experiment shows. Suppose all citizens in a
(very much imaginary) polity are convinced of the benevolence of a ruling
stratum, its expertise in all relevant matters, its ability to recruit future mem-
berswhowill be equally benevolent and competent, and so on. Suppose further
that citizens of this special regime were willing to renounce any and all rights
to more extensive rights of participation than the mere right to be ‘consulted’,
content to let the trained and well intentioned experts rule without interfer-
ence. In this imaginary world, would the left liberal defence of a fundamental
right to participate as an equal in the political processes of their community
be irrelevant? No. Without the full democratic accountability of those exer-
cising authority, citizens cannot develop the self-esteem that is so important to
a healthy sense of self, or be able tomutually recognise each other as substant-
ively free.18 Without rights to participation extending beyond mere consulta-
tion even the best intentioned and informed ruling strata will regularly make
mistakes regarding both the interests of the citizenry and the public policies
that would best further those interests.Without full democratic accountability
any mistakes made by ruling strata will tend to not even be noted for extended
periods, let alone quickly corrected. Now imagine that workers somehow win
a right to be ‘consulted’ on all decisions taken by managers. Why would this
arrangement be any more adequate from a liberal egalitarian perspective?

We can next try to imagine that truly substantive rights to participate in
decision making – exceeding merely formal and symbolic rights to consulta-
tion – are somehow instituted in theworkplace. Suppose that decisions regard-
ing the introduction and use of technologies in the workplace, for example,
are made by persons democratically accountable to those over whom this
authority is exercised. This would surely lessen some normatively problem-
atic forms of domination in the workplace. But there are good reasons to
think that other important matters would remain substantially unchanged.
In capitalist economies competitive pressures necessarily tend to force all
units of production and distribution to internalise the valorisation imperative
(‘m must become m′!’), however they are organised. As a result, labour pro-
cesses that are ‘independent’, that is, not formally subsumed under the capital
form, tend to ‘self-exploitation’, paralleling the treatment of wage labourers
within units of capital.19 A similar dynamic would come into play if truly equal

18 The reasons for this conclusion are set out at length in Pettit 2012.
19 Whose work conditions are generally worse, a trucker for a unionised firm, or an ‘inde-

pendent’ trucker depending on temporary contracts?
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partnerships in the workplace were somehow instituted. Units of production
and distribution whose members best internalised the logic of capital would
generally tend tobemost successful.20Wecould expect, for example, speed-ups
to increase production at the cost of health-undermining stress, and lengthy
workdays despite productivity gains. A truly fundamental change within work-
places requires a dismantling of the valorisation imperative on themacro level
of society as a whole, and not merely an adjustment of the ‘background condi-
tions’ of its operation. Otherwise left liberal proposals would be ineffectual in
the sense that normative problems of deep concern would remain.

What if we simply ignored the problem of self-exploitation for the sake of
the argument? Normatively problematic exercises of domination in capitalist
workplaces – deskilling to reduce wages, speed-ups to increase stress, the use
of technologies to break strikes or implement effective ‘divide and conquer’
strategies against labour, and so on – would then be lessened to the point of
insignificance. But these are precisely the sorts of measures that have allowed
the production of surplus value and its appropriation by capital. If they are
eliminated, what sort of alternative mechanisms would ensure that the social
surplus remained under the control of the holders of capital and their agents?
Even more to the point, why would a workforce allowmanagers who were del-
egatedand revocableby themto simultaneously be agents of external investors,
let alone have a fiduciary duty to grant the interests of investors special prior-
ity when directing the labour process? Whatever liberal egalitarian theorists
might hope, those who own and control capital would not share the delusion
that the capital/wage relation can remain the dominant form of social repro-
duction for long without domination in labour processes. Any proposal that
truly threatened to eliminate that domination would be viciously opposed by
the holders of capital and their representatives.

At this point we must recall once again that control over money capital is a
tremendously effective weapon of resistance. Investments can be shifted from
enterprises that do not submit to extensive self-exploitation to those that do.
Or it could be used to create social chaos through a capital strike. It is theor-
etically myopic and practically irresponsible for left liberals to abstract from
this rationally foreseeable reaction when calling for substantive participation

20 In this context it isworth considering the thesis that the key to the ongoing eurocrisis is the
increase in the rate of exploitation agreed to by German labour, which gave ‘their’ capitals
a competitive advantage in the eu at the cost of placing other regions in unsustainable
positions (Lapavitsas et al. 2012). Germany’s labour costs relative to the euro area declined
by 16 percent in the decade before the Great Recession setting off the eurocrisis (Benoit,
Baigorri and Ross-Thomas 2013, p. 12).
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rights in the workplace, no less than it would be when proposing reforms for
overcoming coercion in labour markets. Private control of investment funds in
effect grants its holders a veto power over social change.

Once again a moment of decision would arise. Either the reforms must be
rescinded, or the inherently political power granted by large-scale private own-
ership of investment capitalmust be dismantled. Either path implies abandon-
ment of the core thesis of liberal egalitarianism. If investment decisions were
democratised, we could no longer speak of an adjustment to the ‘background
conditions’ of the labour process. Institutionalising a form of political activity
outside the confines of the capitalist state would overcome the bifurcation of
the political that defines capitalism as a historically specific type of society.

Exploitation. I have argued that a guaranteed income at a level sufficient to
make the choice to sell your labour power truly free in a substantive sense, last-
ing full employment, and participating as an equal in the management of the
workplace arenot compatiblewith either coercion in labourmarkets or domin-
ation in labour processes. They are also not compatible with exploitation, that
is, the production and appropriationby capital of surplus value that necessarily
tends to follow from coercion in labourmarkets and domination in labour pro-
cesses.21 For reasons that have already been considered, implementing propos-
als that would be truly effective in eliminating exploitation would lead to the
same moment of decision described in the previous paragraph, with the same
negative implications for the status of the core thesis of liberal egalitarianism.

There is no need to repeat points made previously. But a brief observation
on a proposal to overcome exploitation by dispersing capital ownership is in
order. Measures such as Ackerman’s ‘stakeholder grant’ would increase indi-
viduals’ access to funds that could be used for investments. But this increase
would surely be met with a corresponding increase in the cost of food, edu-
cation, medicines, housing, and other sorts of non-‘discretionary’ spending for
basic needs. The end result would in effect be a public subsidy to the sectors
producing those goods and services, leaving most persons hardly less vulner-
able to exploitation. If the grants weremademore generous in response, prices
would simply increase again.22

21 This point was argued forcefully by Kalecki in the 1940s, in a classic essay somehow
overlooked bymost prominent liberal egalitarian theorists writing on related topics today
(Kalecki 1971).

22 Increases in disposable income due to cuts to property taxes in the us may serve as a
roughanalogy.Hudsonhas convincingly argued that these cuts didnot lead to a significant
increase in disposable income. The funds were instead absorbed by the financial and real
estate sector in the form of higher housing costs and increased debt (Hudson 2012).
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I have argued that the state is not amere epiphenomenonof the economy, or
a mere instrument for economic elites to use at their whim, and the content of
its policies are not determined by what is functional for capitalism in the long-
term. The political sphere can causally affect the economic sphere as much as
the content of state policies can be determined by economic factors. Reforms
that no faction of capital supports can be implemented. There is no one set of
specific policies functional for capitalism in either the short or the long run.
Capitalism is open-ended; there is an indeterminate plurality of possible paths
consistent with capital accumulation. The range of state-imposed reforms to
which capital can adjust, andwhichmay open new paths of capitalist develop-
ment, is in fact radically indeterminate. All of this is consistent with the core
thesis of liberal egalitarianism, which rests on the hidden premise that both
capital and the state are unrestrictedly open-ended. But radical indeterminacy
is not the same as unrestricted open-endedness. Capital’s flexible homeostatic
processes cannot just adjust to any disturbance in its social environment what-
soever; the state form in a capitalist society does not allow policies to have just
any content. In specific, a transformation of the capital/wage labour relation-
ship cannot be undertaken while the valorisation imperative remains in force.
The implementation of proposals to eliminate structural coercion in labour
markets, and domination and exploitation in labour processes, would either
be ineffective or effectively put the valorisation process and the capital/wage
labour relation out of play.

There are more and less humane forms of the capital/wage labour relation.
But the left liberal thesis asserting that the normatively problematic features of
this relationship can be eliminated while leaving the relationship in place can-
not be maintained. To remove those features is to eliminate that relationship.
Similarly, no reforms undertaken by the capitalist state can fully politicise the
depoliticised (but inherently political) capital/wage labour relation without
undermining the capitalist state itself. Legislation and regulations of the labour
market are certainly possible that do not call into question the hidden political
nature at the core of capitalism, that is, its existence as a class society with a
surplus produced by one group and then appropriated by another. The liberal
egalitarian position, however, unwittingly calls for a transformation of the cap-
ital/wage labour relation that can only be effective with a radical break from
this form of social organisation. In the terminology of the Marxian critique
of political economy, in capitalism the collective powers of social labour take
on alien forms (the value of commodities; money, ‘the god of commodities’;
and capital, the ‘subject’ of social reproduction) due to the historically spe-
cific social relations of generalised commodity production. Liberal egalitarian
proposals incoherently call for a transformation of those social relations that
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would leave the social forms of generalised commodity production in place.
This is incoherent.23

Once the incoherence of calling for a transformation of the capital/wage
labour relationship that requires abolishing this very relationship is recognised,
liberal egalitarians face a choice. They could rescind the parts of their agenda
incompatiblewith the capital/wage labour relationship.Or they could acknow-
ledge that institutionalising the normative principles of liberal egalitarianism
requires a different form of human sociality than that manifested in the cap-
ital/wage labour relation. Either way, the core thesis of liberal egalitarianism
must be abandoned. As long as the ‘bifurcation of the political’ remains in

23 Liberal egalitarians continually bring up Scandinavian countries as examples of what
reforms in capitalism can bring about. It is true that reform programmes in nations
like Sweden went further than other regions, and that inequalities are significantly less
than elsewhere while social protections remain higher. Nonetheless, the main lesson of
Swedish experiments to challenge coercion and domination and exploitation in the cap-
ital/wage labour relation is the failure of these experiments to attain their goal, due to the
fact that ‘neither the capitalist logic of economic development nor the structural basis of
power relations was altered’ (Pontusson 1987, p. 10). The Meidner plan, for example, was
originally a fairly ambitious proposal to establish wage-earner funds providing employees
with ownership-based influence over corporate management. The extremely watered-
down version that was eventually implemented did not come anywhere close to this. All
references to democratising economic decision-making were dropped, replaced with jus-
tifications appealing to the ‘need to secure wage restraint and to provide business with
risk capital’ (Pontusson 1987, p. 25). If we try to explain this vast gulf, two factors stand
out. First, ‘the issue of wage-earner funds, like the debate over planning, served to politi-
cize organized business and to unify the bourgeois bloc … [N]eedless to say, the editorial
pages of all the bourgeois press inveighed heavily against wage-earner funds … A fre-
quent suggestion was that wage-earner funds would threaten job security’ (Pontusson
1987, p. 29). A second major factor was the way ‘the weakening of labour’s marketplace
position in the economic crisis [of the 1970s] altered the balance of power in favour of cap-
ital’ (Pontusson 1987, p. 23). The most important question raised by Scandinavian social
democracy in my view is whether anything on the following list should be considered
a mere contingency, given the property and production relations of capitalism: capital’s
vehement opposition to proposals that fundamentally threaten its power over manage-
ment, or the disproportionate political power stemming from private ownership of the
means of mass communication, or the real threat of capital strikes and capital flight to
cause unemployment, or the extreme precariousness of a full employment temporarily
shifting the balance of power in labour’s favour, quickly reversedwhen an economic crisis
erupts. If the answer is no, then the failure of social democracy in Sweden to attain its
self-proclaimedobjectives cannot be considered contingent either, given theproperty and
production relations of capitalism.
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place, state-imposed reforms will be profoundly partial and precarious, rooted
as they are in the governing social forms of our society. This implies that cap-
italist market societies will continue to be unable to adequately realise the
normative principles espoused by liberal egalitarian social theorists.

Overaccumulation Crises
As explained in Chapter 5, overaccumulation problems directly arise from the
conjunction of two tendencies, the tendency for more productive units of
capital to enter a sector, and the tendency for established firms in the given
sector to remain operating as long as they are able to obtain an acceptable
rate of profit on their circulating capital.24 Both dynamics are rooted in the
perceived self-interest of individual units of capital; both are grounded, inother
words, on the social forms of dissociated sociality.

Liberal egalitarians are well aware that decisions that seem rational from an
individual standpoint can have irrational results on the aggregate level. They
would not deny that the destructive social effects in this case are normatively
significant, especially when the process plays out in a critical mass of key
sectors simultaneously. They insist, however, that an effective stabilisation
branch of government could in fact stabilise capitalism. Any lost demand in
the economy as a result of declining profits and wages can be checked by
countercyclical government spending. The social costs of a transition to new
technologies and formsof social organisation in regions that have fallen behind
canbeminimisedwith intelligent government policies. And inwealthy regions,
at least, moving to a ‘stationary state’ as described by Mills and Rawls would
mean that high growth rates would no longer be the propermeasure of success
for either the economy or public policies. If ceaseless growth is not required for
a stable economy, it is easier to maintain stability than it would otherwise be.
Four points can be made in reply to this left liberal perspective.

1. The optimism that Rawls exudes when he supposes that a stabilisation
branch of government fulfil its assigned tasks rests on his confidence in Keyne-

24 Other tendencies are relevant here as well. When overcapacity problems first begin to
threaten a sector, producers capable of introducing more productive technologies and
forms of social organisation tend to intensify their efforts to do so, since this is a way
of enhancing the chances that they prosper despite excess capacity. When a number of
individual firms in a sector pursue this rational strategy simultaneously, the irrational
result is that excess capacity increases even more rapidly. There is also a tendency for
financial capitals to contribute to overaccumulation, a point I shall return to in the next
section.
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sian policies. Logically it is possible for fiat money created by a Central Bank
and other financial institutions to allow demand to increase in sync with
expanded productive capacity. But banks lend to certain households and firms
when they expect that other banks will lend to other households and firms.
This builds a house of cards that collapses when doubt undermines that faith,
and past a certain point each new round of lending makes a sudden paroxysm
of doubt more likely. When the house of cards collapses, only increased gov-
ernment spending can step into the breach. Over time, then, economic crises
can only be avoided and full employment maintained through ever-increasing
expansion of the relative weight of the public sector vis-à-vis an ever-declining
‘private’ sector.

In the past leading capitals in particular territories have supported state
spending on the scale required byRawls’s stabilisation branchwhen the object-
ive was to (temporarily) accommodate a strong labour movement, overcome a
serious depression, or ‘catchup’ rapidly to core regions in theworldmarket. Left
liberal proposals have a quite different objective. Would a critical mass of cap-
itals acquiesce to the level of state intervention required for something like a
stabilisation branch, greatly increasing the relative weight of the public sector?
Orwould they fear that at some point ‘quantity becomes quality’, andwewould
no longer be talking about a normatively acceptable form of capitalist market
society becausewewouldno longer be talking about a capitalistmarket society,
given the role of the state? No normative social theory should simply assume
acquiescence.Aswe shall seepresently, there are good reasons to think instabil-
ity will be the preferred option that would hold in the absence of social forces
capable of transforming the capitalist state into a different political order.

2. Following Kalecki, I have already argued that full employment cannot be
maintained indefinitely as part of a programme to eliminate the asymmetry
of bargaining power in capitalist labour markets. The point is relevant here
as well. It implies that trying to maintain full employment in the name of
stabilisation is sure to destabilise.

– Truly full employment allows real wages to increase. This may set off a
destabilising inflationary price/wage spirals.

– At some point real wage increases threaten the production of surplus value
(and, perhaps, even depreciation funds).

– In conditions of true full employment, wage labours will tend to produce
a social surplus only if control over the production and allocation of the
social surplus shifts from capital and its representatives to an empowered
workforce and its representatives.
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True full employment policies cannot be assumed to lead to the sort of
disruptions capital will just flexibly adjust to.25 If consistently pursued over
time, they tend to call into question the capital form, provoking a destabilising
response from capital.

3. The project of maintaining demand in regions while they ‘catch up’ presup-
poses that the ‘normal’ state of capitalism is one where firms in a given sector
tend to converge on identical technologies and forms of social organisation.
But as Marx explained in his account of relative surplus value, the under-
lying dynamic of inter-capital relations is the drive to obtain above-average
profits through a competitive advantage over other competitors.26 Healthy
capital accumulation in firms, sectors, and regions requires that they enjoy
competitive advantages over other firms, sectors, and regions for an exten-
ded period. The measures that could be employed by a stabilisation branch of
government to help disadvantaged firms, sectors, and regions (and the work-
forces and the communities associated with them) catch up to a new techno-
economicparadigmarepolicies thatwould systematically erode those compet-
itive advantages in a relatively brief period of time. If the prospects for superior
profits over an extended period decline, the result would be a tendency for the
rate of risky investments in new firms and plants to fall. Maintaining demand
in the face of a decline in the rate of investment would again require an ever
increasing expansion of the relativeweight of the public sector vis-à-vis an ever
declining ‘private’ sector. As noted above, this is not a recipe for a stable capit-
alist market society.

4. A lower rate of investment would seem to not present the same difficulty
if the primary objective was simply to maintain a ‘stationary state’ in the
economy. FollowingMill, Rawls claims that themembers of advanced capitalist
economies can simply decide at some point that they are wealthy enough and
no longer need to grow. This position rests on an extrapolation from micro-
level models of static equilibrium and diminishing marginal returns. In these
models there is a point in the production function of individual firms where
the gains of further output are not worth the additional cost it would take

25 ‘Full employment’ is ‘true’ if it is approached through imprisoning a high percentage of
the working age population, not counting long-term unemployed as unemployed on the
grounds that they are no longer in theworkforce, while counting part-time and temporary
wage labourers as employed however briefly that may be the case and however strongly
the workers in question want full-time positions, or similar measures.

26 Marx 1976a, pp. 432–8.
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to produce them. By analogy, it seems plausible to assert that at some point
additional growth in the economy on the macro level will not be optimal.

Capital, however, is not a system tending to static equilibrium. m must
becomem′! Unless the valorisation imperative is overcome, investment capital
will flow away from stationary sectors and regions, leaving behind unemploy-
ment and all its associated instability as it flows inexorably towards sectors and
regions where growth still seems possible (resulting sooner rather than later
in serious overaccumulation problems there). A stationary state is not pos-
sible even in principle in a world where the valorisation imperative remains
in place on the level of society as a whole. Abolishing that imperative requires
far more than merely modifying the background conditions of capitalist mar-
kets. It requires a rupture from the social forms of capital comparable in scope
to capitalism’s break from feudalism.

Rawls and other liberal egalitarians have simply taken over the claim of
mainstream economics of the 1960s and early 70s that Keynes established the
feasibility of a crisis-free capitalism. But if we reflect seriously on what would
be needed to put the tendency to overaccumulation crises out of play, at a
minimum it would require some public control over the rate and direction of
new investment in the economy as a whole.27 Only thenwould it be possible to
shift tomore socially rational forms of adjusting productive capacity and social
needs. Such public control is not compatible with the capital form.

Financial Crises
Turning next to the financial sector, the first point to consider is its dual rela-
tionship to overaccumulation crises. On the one hand, it contributes to over-
accumulation crises. Even when objective signs of overaccumulation are per-
ceived by the agents of financial capital, there is a strong incentive for banks
and other financial institutions that havemade substantial investments in par-
ticular units of production to continue doing so, exacerbating the tendency to
overaccumulation. The reason for this behaviour is the same as that motivat-
ing continued investment in productive capacity even after overaccumulation
difficulties have commenced in a given sector: the hope that the brunt of the
difficulties will fall on others. Given the radical uncertainty of the future, itmay
not be irrational for the managers of a particular firm to think that it has a bet-
ter chance to survive a shake-out if it keeps investing in productive capacity.
Similarly, it may be rational for an individual financial firm to continue to prop

27 The failureof Keynesianpolicies toprovide anadequate response to the global downswing
of the 1970s will be a theme of the following chapter.



towards a marxian theory of ‘the political’ 205

up producers to whom it has already lent with further loans, and hope that it
will be other lenders who have to write off their losses. The problem, of course,
lies once again in the fundamental tension between individual rationality and
collective rationality that so thoroughly besets capitalism. Themore individual
financiers act rationally in continuing to lend to their industrial and commer-
cial customers, the more likely they are to generate the collectively irrational
result of an even worse overaccumulation problem.

Financial crises can result from the overaccumulation crises that financial
capitals have helped to bring about. The force of the valorisation imperative
is not diminished simply because valorisation through producing and distrib-
uting commodities is blocked by overaccumulation. m must still become m′! If
valorisation eventually slows in non-financial sectors, speculation on financial
assets (stocks, securities, art works, real estate, natural resources, etc.) are likely
to promise more attractive returns, leading to stampedes of financial invest-
ment in these assets. The stampedes will set off an inflation of the prices of
the financial assets, increasing paper wealth, which in turn encourages lend-
ing for another round of speculative investment in financial assets. The more
this sort of self-sustaining financial bubble occurs, the more unlikely the sta-
bilisation branch will be able to fulfil the tasks assigned to it by Rawls; capital
flight into speculative investments is hardly conducive to stable long-term full
employment.

Can the tendency to financial instability be checked by requiring financial
firms to hold more equity, as many economists inspired by liberal egalitarian
values assert? Financial capitals too face the valorisation imperative; m must
become m′ for them too or they will perish. This makes it rational for them to
participate in financial bubbles whatever the level of equity.28

The element of truth in the thesis that the largest financial institutions
become ‘too big to fail’ must also be acknowledged. The systematic importance
of the largest units of financial capital as representatives of capital in general
(see Chapter 6) implies that if they were allowed to go under, capitalist society
as a whole would be existentially threatened. And so they cannot be allowed
to go under. It is easy to say that there is a simple solution to this problem:
any institution too big to fail is too big to be allowed to continue, and must
be broken up. But suppose the three biggest us banks were divided in half. The
systematic importanceof sixmerely giant institutions is no less in the aggregate
than three humongous ones. The systematic harm inflicted by the collapse of a

28 Historical periods in which equity levels were far higher than today also were plagued by
recurrent financial crises, as Kindleberger 2011 amply documents.



206 chapter 8

criticalmass of the latterwouldbenogreater than the collapse of a criticalmass
of the former. If the one must be bailed out, so must the other.29 This implies
that while much of the upside of speculative excesses can be appropriated
privately, much of the downside of excessive financial risks will tend to be
externalised to a public sector coming to the rescue when speculative bets go
wrong on a large scale. Under these circumstances, irrational speculation is a
rational choice.

There are no magic wands to make financial crises disappear in capitalism;
private control of investment makes the difficulties irresolvable. If we believe
that the social costs of financial crises are unacceptable from the standpoint
of liberal egalitarian values, some othermeans of allocating resources to enter-
prises addressing human wants and needs must be developed than financial
markets. The root of the problem is that decisions regarding the level and gen-
eral direction of financial activities on the macro level of society as a whole
are inherently publicmatters in which public power is exercised. In capitalism,
however, rather than treat them as inherently political issues, these decisions
are categorised as privatematters, analogous to an individual person’s decision
to use this type of toothpaste rather than that. This is a profound category mis-
take with profound practical consequences, including the inability of anything
like Rawls’s stabilisation branch to stabilise the economy.

Environmental Crises
Regarding environmental crises, the root of the problem does not lie with this
or that exhaustion of a natural resource, or this or that generation of waste.
In any individual case it is certainly possible to imagine a new technology that
lessens or even removes a form of environmental harm, whether in response to
market opportunities or government regulations or subsidies.When technolo-
gies are not forthcoming in a particular case, it is easy enough to suppose that
behaviour creating the problem could be simply prohibited. A focus on what
is logically possible in any individual case, however, leaves the deeper issues
unaddressed. We need to shift the focus from what could be with respect to
any particular case to what will necessarily tend to be the case on the level of
society as a whole.

All systems of producing and distributing goods and services use natural
resources and generate wastes. But capitalism accelerates these processes into

29 It is also plausible to assume that concentration and centralisation in non-financial
sectors requires a corresponding concentration and centralisation in the financial sphere.
A multinational with global sales exceeding the gdp of most countries can hardly meet
its financial needs with small banks rooted in local communities.
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overdrive. The imperative to accumulate as much capital as possible as fast as
possible is unrelenting. Firms are forced by competitive pressures to attempt to
appropriate as much profit as possible as fast as possible by producing, trans-
porting, and selling as many commodities as possible as fast as possible. The
accelerated temporality of the valorisation process inevitably comes into ten-
sion with the temporality of replenishing natural resources and processing
wastes. Natural resources tend to be extracted at amuch faster rate than ecosys-
tems can replenish them, andwastes tend to be generated at amuch faster rate
than ecosystems can absorb them.30 This tendency is continuous and power-
ful. In contrast, the discovery of technologies significantly lessening resource
depletion and waste generation is sporadic and uncertain.31 Added to this is
the reasonable expectation that some unknown (but most likely significant)
percentage of these technological changeswill eventually prove tohaveunfore-
seen pernicious environmental consequences themselves. The level of effect-
ive regulation of polluting practices is also uncertain and variable, given the
concentrated social and political power granted by ownership and control of
capital, and the gains to capital that come from displacing negative external-
ities. Eventually, a tipping point will be reached past which the degeneration
of natural conditions exceed the ‘planetary boundaries’ within which human
history has unfolded.32

The conclusion that environmental crises are endemic to capitalist societies
in ways that cannot be adequately checked through legislation or regulation
does not depend on polluters always getting their way in the ‘political sphere’.
It depends instead on the bifurcation of the political: when the dynamic of
accumulation, despite being a political process in every important sense of the
term, is treated as a ‘private matter’ ab initio, becoming politicised if and only
if movements in civil society have the strength to force it onto the political
agenda in the face of obfuscations and deceptions of powerful interests, then
state legislation and regulationwill necessarily tend tobeplaying ‘catchup’.The
rate at which environmental problems areworsenedwill necessarily tend to be

30 I have already asserted that decisions in the workplace to make use of productivity gains
to increase output, rather than free time for the workforce, count as ‘political’ in the sense
of the term used by liberal egalitarian philosophers. The point is reinforced when we
acknowledge that the former use of productivity advances necessarily tends to result in
natural resources being depleted at a faster rate than the relevant ecosystems can replace,
and in wastes being generated at a faster rate than the relevant ecosystems can absorb.

31 And, we may add, often overhyped, as talk of a ‘dematerialised’ economy illustrates
(R. Smith 2013).

32 Marx 1976a, p. 638, Foster et al. 2010, Introduction, Albritton 2009, Chapter 6.
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faster than the rate at which the state can effectively address those problems.
This is a social law of capitalist societies – or close enough to make little
difference.

A corollary of this law can be stated as well: in the course of capitalist devel-
opment the disparity between the hyper-temporality of capital and the tem-
porality of the biosystemwill necessarily tend to grow over time for the simple
reason that capitalism, being essentially a world system, tends over time to
increasingly generate environmental problems on a global scale, while capital-
ist states, bound historically to particular territories, do not tend to automat-
ically develop effective forms of global legislation and regulation. From this
standpoint the examples of successful environmental legislation, cited in sup-
port of the liberal egalitarian view that normatively appropriate background
conditions for capitalist markets can be put in place, have a disturbing dimen-
sion. To the (all too limited) extent such legislation has been imposed by strong
states, capitals associatedwith strong states have been able to transfer resource
depleting and waste generating activities to territories governed by states that
are too weak, too desperate for foreign investment, or too obsessed with eco-
nomic growth to impose similar conditions.

Of course substitutes for exhausted natural resources will continue to be
found. New ways of producing that use fewer natural resources and generate
fewerwasteswill continue tobediscovered.Andnew techniques for processing
wastes into non-harmful or useable substances will be introduced as well.
Nonetheless, there are good reasons to renounce the faith that ‘technological
fixes’ will save us, even if we assume for the sake of the argument that they
will appear and be free of serious negative consequences of their own. The
technologies of the first industrial revolution became more ‘sustainable’ over
time, as the amount of coal used per unit of output decreased. Nonetheless, as
the nineteenth-century economist Jevons pointed out, the aggregate amount
of coal burned continued to increase. The ‘Jevons paradox’ is easily explained:
the growth of total output overwhelmed the reduction of coal per unit of
output. The ‘grow or die!’ imperative reigns more extensively and intensively
now than it did then; across the globe units of capital that do not accumulate
at as fast a rate as competitors necessarily tend to be taken over, pushed to the
margins, or destroyed. As long as this is the case, hope for a technological fix to
environmental crises will be frustrated.33

Finally, we should note the tension between left liberal proposals to avoid
overaccumulation crises through state spending, money creation, and so on,

33 Foster 1999, Chapter 9.
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and proposals to avoid excessive strain on ecosystems. Themore the former are
successful, the more the latter are doomed. Dealing with the systematic tend-
ency to overaccumulation crises in capitalism has in part meant overcoming
demand constraints to an expansion of productive capacity. That is a recipe for
depleting natural resources and generating wastes at an even faster rate.

Uneven Development and Global Injustice
We can begin by asking which of the following is the more striking fact: 1) in
the last centuries a number of regions have successfully escaped the vicious
circle where lack of an effective national innovation system undermines the
prospect of competing successfully in the world market, and the failure to
compete successfully undermines the prospect of establishing an effective
national innovation system; or 2) in the last centuries amere handful of regions
have escaped that vicious circle?

Liberal egalitarian theorists of global justice emphasise the former. Some
hold that the global economywould ‘naturally’ tend to convergencewere it not
for the distorting influence of bad domestic policies, the weight of traditional
culture, and unfair public policies in the developed world. Others see deeper
problems, but believe that they can be overcome by a ‘developmental state’.
The historical record, however, provides strong prima facie evidence that there
is no dominant tendency to convergence in the capitalist world market, and
no easily adopted political model to remove themany impediments to conver-
gence.

The developmental state cannot be considered in isolation. It is inserted
into a world market essentially characterised by uneven development. More
specifically, its prospects of success generally depend upon three conditions
being met:

1. Wealthier regions must be disposed to accept imports from the develop-
ing regions, despite the restrictions the latter impose on imports from the
former, and despite the latter’s restrictions on capital inflows from the lat-
ter.

2. The ‘chicken and egg problem’ with respect to national innovation sys-
tems and success in global markets for domestic producers must be re-
solved. Some form of effective technology transfer must be found.

3. The state must maintain sufficient autonomy over capitals to force them
to operate in amanner consistent with the (perceived) long-term interest
of the national economy, even at the cost of foregoing investment prom-
ising to be more (often far more) profitable in the short-term.
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Regarding the last point, the liberal egalitarian argument jumps from the
fact that in a number of very specific cases the state has had this autonomy and
power vis-à-vis capitals in its jurisdiction to the conclusion that states generally
are in this position. This is an unwarranted jump. For the sake of the argument
here, however, I shall assume that this third condition is met.

Why would a strong state in the capitalist global system be disposed to ful-
fil the first condition? Given the state form in a capitalist society, states too
are subject to the valorisation imperative no less than the supposedly separ-
ate economic ‘sphere’ they must complement and supplement. As Kant noted
long ago, in a capitalist global order a particular state’s position in the inter-
state system and its corresponding ability to fulfil its geopolitical interests will
tend to be a function of the dynamism of its markets.34 As stressed earlier in
this chapter, ‘complement’ and ‘supplement’ do not mean ‘completely determ-
ined by’. There is scope for political action independent from any fixed set of
economic interests. The radical open-endedness and indeterminacy in the con-
tent of both strategies of capitalist development, on the one hand, and public
policies, on the other, imply that this scope is quite extensive. But ‘comple-
ment’ and ‘supplement’ imply that the state’s scope of autonomy is not infinite.
The content of state policies is generally restricted by the form of the state in
a capitalist society. More specifically, there is a strong tendency for the cap-
italist state to not adopt policies that transparently and unequivocally can be
foreseen toharmvalorisationwithin the territory under its jurisdiction. Restric-
tions imposed by the developmental state on imports and capital flows from
a wealthy region, and the former’s own capital outflows to the latter, trans-
parently and unequivocally can be foreseen to harm valorisation within the
national economy of the wealthier state. It follows that there is no dominant
tendency in the global economy for the first condition for the success of the
developmental state model to be met.

Turning to the second condition, there are only a limited number of ways in
which theneeded technology transfer could occur.There is certainly no general
tendency in global capitalism for outright gifts of advanced technologies across
borders. Technology is a major weapon in inter-capital competition; units of
capital based in a given territory cannot be expected to support a policy of
free technology transfer. And why would a state governing that territory adopt
that policy that would potentially threaten valorisation within its national
economy and thereby threaten its ability to pursue its geopolitical interests
successfully?

34 Kant 1991.
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Theft of technologies provides a second mode of technology transfer. But
the more it occurs, the less likely the first condition, the disposition to accept
imports without reciprocal flows of trade and capital, will be established and
maintained. Purchasing the required technologies is a third option. But under-
taking such purchases on the required scale generally requires a significant
store of world money. Since the main source of world money comes from
success in global markets, and success in global markets generally requires
advanced technologies, this option simply returns us to the ‘chicken and egg’
problem rather than resolving it.

Borrowing from global capital markets appears to offer a solution, and has
been highly touted as a development strategy by neoliberal theorists. But loans
only spur development if the rate of return on the investments they fund sig-
nificantly exceeds the rate of repayment. Loans supporting local corruption,
nepotism, and the vanity projects of domestic elites obviously do not tend to
lead to that result. Neither do borrowed funds used to speculate in domestic
or foreign financial assets or real estate.35 For the sake of argument, however,
let us suppose all borrowing is devoted to ‘productive’ investment in the ‘real’
economy. Allocating borrowed funds to sectors where there are limited oppor-
tunities to grow in the world market, or to purchases of soon to be obsolete
technologies, also tend to not be successful strategies for catching up to the
scientific-technological frontier. The former problem is exacerbated when a
number of poor regions follow this developmental strategy simultaneously.
Their exportswill then be clustered in the samemarkets. The resulting increase
in supply relative to demand tends to lower prices, making it increasingly
unlikely that returns will suffice to cover the costs of servicing their debt. If

35 It is worth remarking that regions that for one reason or another become attractive to
foreign investors may enjoy a stampede of investment inflows. If inflows are devoted to
the purchase of local financial assets in domestic stock and real estate markets, they will
inflate bubbles in those assets. When these bubbles burst (in response, for example, to
lower export earnings as a result of currency appreciation), stampedes of capital outflows
may commence, inflicting great harm on the domestic economy. Units of non-financial
capital that have planned to roll over their foreign debt, or obtain new infusions of
equity to fund long-term investments in fixed capital, will find these sources drying up.
Potentially profitable firms will then go under, or be bought up by firms from leading
regions of the worldmarket at fire sale prices. In the face of stampedes of capital outflows
other domestic agents (governments, households) are likely to have difficulties meeting
their obligations to international creditors as well. Unless they are willing to default,
governments typically must agree to impose severe austerity programmes as a condition
for receiving further loans.Wemay conclude that global capital markets tend to impose a
strong depressionary bias on peripheral regions. See Toporowski 2000, pp. 43–4, 77–80.
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exporters in less wealthy regions attempt to avoid markets where exports from
less wealthy regions are clustered, they are immediately confronted with the
problem of having to compete with capitals whose association with effective
national innovation systems grants them immense competitive advantages.
For all these reasons, the history of countries borrowing for development is by
and large the history of countries falling into the ‘debt trap’.36

The conclusion is unavoidable: quite exceptional circumstances must be in
place for the developmental state to be effectively institutionalised.We cannot
blithely assume that it is possible always and everywhere. What needs to be
explained, in fact, is how the developmental state model could ever have been
successfully implemented, given the strength of the tendencies in capitalism
against it.

A brief historical digression is in order here. The poster children of global
capitalism’s capacity to raise regions out of poverty are found in East Asia. After
World War ii, Japan, South Korea, and Taiwan grew at historically unpreced-
ented rates. Units of capital from these regions successfully caught up to the
frontiers of scientific-technological knowledge in numerous leading sectors.
The catching up occurred within the framework of the developmental state,
however much contemporary neoclassical theorists might downplay this fact.
Why were these nations in particular able to meet the unlikely conditions for
success of developmental states? Astoundingly, this question is all but ignored
in liberal egalitarian contributions to the global justice debate. Once asked, the
answer is not hard to find. The nations in question were on the front lines of
cold war. The dominant capitalist power, the United States, had a strong geo-
political interest in the prosperity and stability of its Asian allies.

36 If the investment of a first generation of loans does not generate the income required to
repay interest payments as they come due, more loans must be taken out if default is to
be avoided. These loans by definition are not used for investments generating sufficient
income for repayment. Unless the situation fundamentally changes, at some point yet
more loans must be incurred to pay the interest on the loans that were taken out to pay
the interest on the initial loans, and so on (this is the ‘debt trap’, structurally identical to
the Ponzi schemes discussed by Minsky). Thanks to the ‘miracle’ of compound interest,
at some point the interest payments exceed the initial borrowing, and a net transfer
of wealth from poorer to wealthier regions commences. This path leads inexorably to a
de facto loss of economic sovereignty to global capital markets (and the national and
international political agencies that represent the interests of agents in those markets).
Toussaint documents how the ‘third world’ transferred funds to wealthy creditors in the
‘first world’ equivalent to almost 50 Marshall Plans (Toussaint 1999, pp. 123, 151; see also
Westra 2012, p. 100).
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us political elites proved by their actions that they fully understood that
policies based on clichés of ‘comparative advantage’ would never bring pros-
perity and stability. Regarding the latter, authoritarian regimes could be coun-
ted on to oppose social unrest. But much more was needed for the former,
beginning with ripping up the ‘freemarketmanual’, so to speak. us policy went
far beyond mere acquiescence to its allies’ systematic interference with mar-
kets and investments. While tariff barriers in the Asian countries remained
high, those in the us were lowered for its allies, allowing them to export
howevermuch the us domesticmarket could absorb. No political pressure was
put on these states to allow capitals from the us to take over promising firms
or banks, or to open their financial sector to enable Asian investors to purchase
financial assets in the us. Tremendous amounts of money were funnelled into
these nations through military expenditures, regardless of human rights viola-
tions. And key technologies were simply given away.37

Whatever themilitary effects of these policies, the key point here is that they
provided necessary preconditions for these regions escaping the vicious circle.
The ‘chicken and egg’ (‘Catch 22’) problem of needing a national innovation

37 ‘Japan rapidly became the us frontline base for its operation in Korea …with us spending
on supplies from Japan totalling $3 billion. And this was on top of approximately $1.7 bil-
lion in aid the us channeled to Japan during the occupation years ending in 1952…Aswas
the casewith theMarshall Plan forWestGermany and thenascent eu, Japan too overcame
the abiding development “catch-22” of having to export in order to pay for imports but
beingunable toproduce for exportwithout first importingmaterial andmachinery…Tens
of thousands of patents for multifarious technologies were freely transferred to Japan.
These factored into both the rise of key industries such as automobiles andmachine tools
as well as electronics and synthetic fibers, and resurrected industries like steel and ship-
building/repair’ (Westra 2012, p. 54). ‘Considerable economic largesse along with select
technology transfer flowed to key Asian anticommunist allies … [B]etween 1953 and 1967
Taiwan received $1.3 billion in economic assistance largely as grants which, added tomil-
itary assistance, amounted to $365 per capita at a point when in 1960 Taiwan’s annual
per capita income was a mere $110. From 1946 to 1976 South Korea received $12.6 bil-
lion in economic and military assistance from the us which, when topped up by funds
from international institutions and Japan, amounted to approximately $600 per capita,
equal to the total aid received by all of Africa or half that received by all Latin America
during the same period, Between 1953 and 1962 such flows financed close to 70 percent
of South Korean imports and constituted 75 percent of fixed capital formation. This fact
surely vitiates themainstreameconomicmantra of simple ego [ExportOrientedGrowth]
as, absent the anticommunist partnerships the region entered into with the us, it is not
clear from where in a free trading “free world” the capital underpinning globally compet-
itive exports would have been generated’ (Westra 2012, pp. 59–60).
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system in order to fund innovations, but needing the monetary wealth gener-
ated by successful innovations to establish andmaintain a national innovation
system, was resolved.38

This was a highly contingent state of affairs. It did not last and has not been
repeated. As the Cold War ended, the us withdrew support for the develop-
mental state model.39 From now on access to the us domestic market would
be conditional on a reciprocal opening of their economies to us exports and
investments. And from now on technology transfer to poor regions would
occur mostly within export processing zones, where transnational corpora-
tions could limit and control transfers to local subcontractors, suppliers, and
distributors.40

This historical digression has been introduced to illustrate a theoretical
point: thedevelopmental statemodel cannot be invokedas amagic incantation
to make the systematic tendency to global injustice disappear. The capitalist
world market includes a systematic tendency to severe global inequality and
poverty. While this tendency can be put out of play in exceptional circum-
stances, it cannot be dismantled as long as the production relations of capit-
alism remain in place. The roots of the problem do not lie in contingencies of
culture or public policies, as Rawls and many others suppose. They are found
instead at the very heart of capitalism, in the role of technological innovation
as amajorweapon of inter-capital competition. In thewords of a leadingmain-
stream growth theorist:

[I]nvestment in innovation widens the gap between rich and poor coun-
tries. The output gains of the industrial countries exceed the output gains
of the less-developed countries. We therefore conclude that investment

38 From the viewpoint of the normative commitments of both liberal egalitarianism and
Marxism this came at a cost. It contributed to an exacerbation of the normatively prob-
lematic features of the capital/wage labour relation by enabling capital to pursue effective
‘divide and conquer’ strategies. It eventually also exacerbated overaccumulation diffi-
culties in the world market. I return to these themes in the following chapter.

39 The third condition for the success of the development state model was eroded as well.
Thedevelopmental state cannot bemaintainedonce local industrial firms andbanks grow
to the point where they can effectively resist state directives to focus on the less profitable
domestic opportunities when more promising ones are available elsewhere. The demise
of the developmental state model in Asia was overdetermined, brought about by internal
as well as external factors.

40 Theft of intellectual property rights remains an option for technology transfer. But it does
not provide a secure path for ‘catching up’, given the priority the us state has given to
limiting it.
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in innovation in the industrial countries leads to divergence of income
between the North and the South.41

Liberal egalitarians cannot be indifferent to a systematic tendency to severe
global inequality and poverty. No global order in which that tendency remains
operating could plausibly be said to institutionalise the principle that all per-
sons are equally worthy of concern and respect as ends in themselves, at least
not in any substantive understanding of that principle.

Conclusion

It is important to recognise that Marx did not discuss each and every instance
of wage labour, or private ownership of means of production. His critique does
not assert that wage labour and private ownership of the means of production
are universally and necessarily oppressive and exploitative. His object of con-
cernwas generalised commodity production and exchange, and the only forms
of wage labour and private ownership of the means of production relevant to
his theory are those characteristic of this historically specific context. His cri-
tique refers to historically specific social forms (the value form, the wage form,
the capital form), and is not concernedwithwhat is always and everywhere the
case whenever commodities andmoney are found. His position therefore can-
not be refuted by imagining counter-examples based on a constructed possible
world in which generalised commodity production and exchange is in effect
bracketed out.

In chapter 6 a case was presented that technological advances within cap-
italism tend to increase radical economic insecurity rather than to lessen it,
to periodically lead to severe economic slowdowns imposing great burdens
in a biased manner, to generate environmental harms on a vast scale, and to
contribute to a global order characterised by severe poverty and inequality.
Chapters 7 and 8 have considered whether states (and by implication other
political bodies) have the capacity to address these tendencies effectively. I
have argued that they do not. This conclusion is not based on the idea that the
political realm is amere epiphenomenonof the economy, or amere instrument
for economic elites to use as they please, or that the content of its policies are

41 Helpman 2004, p. 85. There are, of course, many other factors underlying uneven devel-
opment in theworldmarket besides investment in innovation. See Smith 2005, Chapter 5,
and Patnaik 1997, Chapters 8 and 12.
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necessarily determined by what is functional for capitalism in the long-term.
The political sphere can causally affect capitalist development as much as the
content of state policies can be affected by economic factors. Reforms that no
faction of capital supports can be implemented. There is no one set of specific
policies functional for capitalism in either the short or the long run. Capitalism
is open-ended; there are an indeterminate number of possible paths consist-
ent with capital accumulation. If the state in capitalist society is a capitalist
state, this is not because economic reductionism is correct. It is a capitalist state
because the same set of social relations (those of ‘dissociated sociality’) simul-
taneously defines an economy separate from the state and a state separate from
the economy. The capitalist economy and capitalist state are rooted in one and
the same ‘bifurcation of the political’, and the valorisation imperative rules over
both.

No reform of the capitalist state can fully politicise the depoliticised (but
inherently political) capital/wage labour relation without undermining that
state. Legislation and regulations of the labour market are certainly possible
that do not call into question the hidden political nature at the core of capital-
ism (that is, its existence as a class societywith a surplus producedby one group
appropriated and allocated by another). The liberal egalitarian position unwit-
tingly calls for reforms of the capital/wage labour relation that are not really
reforms, but radical breaks from this form of social organisation. If there ever
were a serious attempt to implement them, it would invariably provoke vicious
and unrelenting resistance from the representatives of capital. Private (depol-
iticised) control of investment capital, the society’s productive resources, and
the means of subsistence would all grant that resistance tremendous effect-
iveness (and thereby reveal the inherently political nature of this supposedly
‘private’ ownership of things). At this point either the reforms must be res-
cinded, or the social power granted the representatives of capital by the pro-
duction relations of capitalism must be dissolved. Either path represents the
abandonment of the ‘core thesis’ of liberal egalitarianism, which holds that
the capital/wage labour relationship can be consistent with equal concern and
respect for all, provided the right background conditions are established.

The bifurcation of the political defining capitalism also explains why it
is rationally foreseeable that reforms aimed at removing overaccumulation
crises, financial crises, and environmental crises cannot accomplish their
objectives. These matters are also inherently political concerns. But they are
all rooted in the impersonal force of the valorisation imperative on flows of
private investment funds and privately undertaken production and distribu-
tion.Once the socialworld is subjected to the valorisation imperative, these dif-
ferent crisis-tendencies cannot be put out of play by political action, however
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much public policies may modify their workings. Attacking them at their root
would require an attack on the valorisation imperative at its root, dissociated
sociality. It would require explicit acknowledgement that the power to determ-
ine the rate of investment in the economy as a whole and the general path of
this investment are inherently political matters, since the fate of the polity as a
whole is at stake. This cannot be donewithout fundamentally calling the social
relations of capitalism into question. And so the core thesis of liberal egalit-
arianism, which implies that the tendencies to each of the different forms of
crisis can be put out of play without calling the social relations of capitalism
into question, is again shown to be incoherent.

The same general response undermines the liberal egalitarian call for global
justice within the capitalist world market. Many of those making this call
simply ignore the systematic tendency to severe inequality and poverty stem-
ming (among other things) from the fact that operating close to the scientific-
technological frontier, amajor weapon in competition in theworldmarket, is a
weapon generally available only to capitals in wealthy regions. Others acknow-
ledge the tendency, note (correctly) that it can be put out of play by the devel-
opmental state, and then ignore the fact that the very special preconditions of a
successful development state are all but impossible to meet generally in global
capitalism. A true generalisation of the developmental state would require a
mechanism providing a flow of funds and technologies from wealthy regions
to poorer regions roughly comparable to the level of the flows into East Asian
countries from the us at the height of the Cold War. The odds of this happen-
ing in a world of global inter-capital competition are precisely nil. It could only
occur with a politicisation of investment decisions overcoming the bifurcation
of the political defining capitalism.As long as the social forms of capital remain
in place, state-imposed reformswill be profoundly partial and precarious. Cap-
italist market societies will continue to be beset with features ruling out an
adequate embodiment of the normative principles espoused in liberal egalit-
arian normative philosophy.

This completes the discussion of the Marxian challenge to liberal egalitari-
anism on the level of the dominant tendencies of capitalist market societies
that began in Chapter 6. The next chapter moves to a more concrete levels of
analysis.
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Competing Perspectives on Neoliberalism

Both liberal egalitarianism and Marxism include a number of important tran-
shistorical claims abouthuman society in general, as anyplausible social theory
must. Both also investigate the ‘basic structure’ and inherent general tenden-
cies of modern capitalist society. For both liberal egalitarianism and Marxism,
however, the ultimate point of social theory is to change the world. Develop-
ing a proper theoretical understanding and assessment of the contemporary
social world and its future challenges and prospects is a key part of that prac-
tical project. In this chapter I shall compare and contrast liberal egalitarian and
Marxian accounts of the decades following World War Two, focussing on the
United States, the hegemonic region.

It is one thing to propose arguments and counter-arguments on the abstract
plane of systematic social theory. It is quite another to confront issues on the
concrete historical plane.Moving to amore concrete historical level of analysis
forces at least a partial reset of the terms of the discussion.1 The question is no
longerwhich frameworkhas stronger abstract arguments in its favour.Different
sorts of questions must be posed. Which perspective enables a more coher-
ent and comprehensive historical narrative to be constructed? Which enables
a deeper comprehension of our historical moment? Which better defines the
historical challenges of this moment? Obviously these sorts of questions can-
not be adequately considered without bringing in abstract systematic consid-
erations. No less obviously, these sorts of questions cannot be satisfactorily
addressed by attempting to derive concrete historical conclusions directly from
abstract systematic concepts. It is not as if the comparing and contrasting of
the two positions starts from scratch. Results on abstract levels matter very
much! But if one theoretical framework can provide a more comprehensive
and compelling account of concrete historical developments than the other,
that is surely also relevant to a critical comparison of the two frameworks.

1 We shall, however, only be moving to a relatively concrete level of analysis in this and the
following chapters, still some distance from themost concrete empirical studies of historians
and social scientists.
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A Liberal Egalitarian Narrative

This is not the place to provide a detailed reconstruction of modern history
from a left liberal point of view. Highlights of a widely accepted narrative must
suffice, concentrating on recent decades.

In the earlymodernperiod, appeals to ‘freedom’ and ‘equality’wereweapons
in struggles against landed aristocracies, a rallying cry in struggles of market
elites and their allies for an expanding economic and political space freed from
the status restrictions of feudalism. These elites had sufficient power to ensure
that a merely formal understanding of ‘freedom’ and ‘equality’ prevailed over a
more substantive understanding. These formal notions then were ignored and
transgressed for centuries by restricted suffrage, modern slavery, colonialism,
patriarchy, and other oppressive practices.

From the beginning of the period there were social movements insisting
that ‘freedom’ and ‘equality’ must be understood more substantively and uni-
versally. In the course of the nineteenth and twentieth centuries the principle
that all citizens have rights to thematerial preconditions of mutual respect and
a minimally decent life becamemore and more accepted in both social theory
and everyday consciousness.Movements invoking this principle began to enjoy
a measure of political success. The progress was hardly linear. But over time it
was reasonable to think that capitalist market societies had gradually become
more humane, at least in certain regions of the world and in at least certain
respects. In the standard liberal egalitarian narrative three advanceswere espe-
cially significant from a normative point of view.

The Social Accord between Capital and Labour
In the period following Marx’s death, labour organisations struggled for more
humane work conditions, unemployment insurance, social security, and sim-
ilar measures, with some success in the us and elsewhere. The ‘dark Satanic
mills’ of the industrial revolution gave way to unprecedented increases in real
wages and living standards. In the period following World War Two, ordinary
workers in the us for the first time in history could send their children to col-
lege, enjoy a strong measure of job security, take extensive vacations, escape
fear of poverty in old age, and so on. Keynesianism came to supplant ortho-
dox economics, with its message that generous wages were not incompatible
with prosperity, but rather helped maintain the high level of effective demand
required for a healthy economy. Important factions of economic and political
elites came to accept that labour reforms could further the long-term stability
and growth of market societies.
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The Social State
The social accord between capital and labour required a state that explicitly
acknowledged workers’ rights to organise to defend their interests. Specific
aspects of the accordwere implemented throughpublic policies, suchasunem-
ployment insurance, social security programmes, and so on. Labour move-
ments struggled in the political arena for these measures, and not just for
reforms in the workplace. Anti-colonial, civil rights, and feminist movements
also arose demanding the formal and substantive freedom and equality that
all too often had been denied to non-whites, women, and subjugated peoples.
These movements too enjoyed a measure of success, with a number of lead-
ing states at least some of the time and in at least some respects adopting
policies more congruent with the principle that all humans are equally worthy
of concern. The general principle that governments have a responsibility to
limit severe poverty and material deprivation became accepted, along with a
duty to protect citizens from the abuses of concentrated economic power. Left
liberals proclaimed that a new form of state had arisen in response to social
demands, ‘the social state’.

Protection against one specific form of economic power warrants special
note.

The Regulation of Finance
Liberal egalitarians accept that complex modern societies must include a
financial sector, mediating between those who wish to save for the future and
those who desire tomake investments in the present. Its proper role is to alloc-
ate savings to firms in the ‘real economy’ promising to address social wants
and needs effectively. Unfortunately, however, the financial sector does not
automatically function in thismanner. As Keynes and his followers recognised,
without proper regulation the financial sector tends to generate self-sustaining
bubbles. When the value of financial assets increases for any reason, those
enjoying the increase in paper wealth find it easy to borrow. If they use bor-
rowed funds to increase the level of investment in financial assets, this can set
off a further rise in the prices of these assets, a further increase in the wealth of
their owners, a further round of borrowing, and further growth in paper wealth
from speculation. Many agents participating in bubbles convince themselves
that the rise in the price of financial assets is fully warranted by the ‘funda-
mentals’ of a ‘new economy’ (after all, ‘this time it’s different!’). The less naive,
recognising a speculative bubble for what it is, believe they are smart enough
to cash out before it collapses. From a normative standpoint excessive finan-
cial speculation represents a profound inversion of the proper relationship
betweenmeans and ends,with the financial sector operating as if the rest of the
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economy were there to serve its interests, rather than the reverse.When finan-
cial bubbles burst, as they inevitably do, banks and other financial institutions
need to repair their balance sheets. This can lead to a ‘credit crunch’ forcing
otherwise solvent households and firms into bankruptcy, harmingworkers and
their communities, lowering effective demand in the economy, and setting off
a downward spiral of bankruptcies, unemployment, lostwages, andhuman suf-
fering.

In the aftermath of theWall Street crash and Great Depression of the 1930s,
a series of regulations were introduced to make the financial sector operate in
a manner consistent with its proper role. After the SecondWorld War, Keynes
proposed further reforms, some of which were instituted in the BrettonWoods
agreement creating the international financial architecture of the postwar
global economy. In the standard liberal egalitarian narrative, these reforms
sacrificed short-term financial profits for the sake of both long-term economic
prospects and the justice of the society as a whole. The reforms and their
implementation were more restricted than liberal egalitarian theorists would
have liked. But they were sufficient for representatives of financial capital to
complain of ‘financial repression’, and there was a widespread expectation
that further reforms would be undertaken on both national and international
levels. Those rejecting the need for effective regulations were marginalised
intellectually and politically.

On an abstract theoretical level liberal egalitarians hold that substantive
freedom and equality can be institutionalised in capitalist societies. A corres-
ponding historical thesis affirms that these values were in fact increasingly
institutionalised in the course of the twentieth century, culminating in the
quarter century after World War Two. (The publication of Rawls’s A Theory of
Justice in 1971 captures this historical moment, however much Rawls himself
downplayed this in later years). There were many reversals along the way, and
no liberal egalitarian would argue that the results were adequate from a norm-
ative point of view. But significant normative advances were made, and there
was no reason in principle they could not have been continued.

At this point in the liberal egalitarian story, however, the narrative arc takes
a horribly wrong turn. Lyndon Johnson’s insistence on waging a major land
war in Asia without raising taxes to pay for it, combined with two major
‘oil shocks’ and other contingencies, led to the ‘stagflation’ of the 1970s. The
global economic slowdown gave conservative opponents of the social state
an opening. They took full advantage, carrying out a conservative ‘counter-
revolution’, represented in the political sphere by the election of Thatcher
and Reagan. In the intellectual sphere there was a sharp turn to the right
as well, with Milton Friedman and Friedrich Hayek usurping Keynes’s place.
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Despite all historical evidence to the contrary, the view that maximising short-
term returns is optimal from a long-term perspective became accepted dogma
among the most influential economists and policy makers, culminating with
the ‘efficient market hypothesis’ that proclaimed financial markets are incap-
able of falling prey to irrational speculation.

‘Neoliberalism’ has become the most widely employed term to refer to the
variant of capitalism resulting from this conservative counter-revolution. Some
of the main features of neoliberalism from the liberal egalitarian perspective
will be considered next.

The Dismantling of the Postwar ‘Social Accord’ with Labour
The neoliberal period that began in the late 1970s has been characterised
by decreased unionisation, declining real wages, pension plan cuts (or out-
right elimination), increased unemployment, speed-ups in the labour pro-
cess, longer workdays, tiered wages, more precarious forms of employment,
and other similar measures. Taken together these developments effectively
ended the ‘American Dream’ for many working men and women. Disparities
of income andwealth have returned to extreme levels not seen since the 1920s.
Economic elites have increasingly been able to cut themselves off from the lives
of their lesswell-off fellow citizens,mocking the notion that allmembers of the
polity share a common ‘community of fate’. Hardly an aspect of social life has
not been profoundly distorted by these severe inequalities.2

Globalisation and the Dismantling of the Social State
There is no better illustration of the neoliberal war against the social state
than the conjunctionof tax cuts disproportionately benefitting thewealthy and
cuts to social programmes targeting the least disadvantaged, simultaneously
imposed at the very moment when the demise of the capital/labour accord

2 ‘In the United States, the most recent survey by the Federal Reserve … indicates that the top
decile own 72 percent of America’s wealth, while the bottom half claim just 2 percent. Note,
however, that this source, like most surveys in which wealth is self-reported, underestimates
the largest fortunes’ (Piketty 2014, pp. 257–8). ‘Since 1980… income inequality has exploded in
the United States. The upper decile’s share increased from 30–35 percent of national income
in the 1970s to 45–50 percent in the 2000s – an increase of 15 points of national income’
(Piketty 2014, p. 294). While the us trends are especially striking, a major theme of Piketty’s
magisterial study is that the differences between it and other wealthy regions in the capitalist
global economywith respect to inequality are amatter of degrees, not kind. A comprehensive
and impassioned account of the pernicious social consequences of severe inequality from a
normative point of view is found in Barry 2005.
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increased radical economic insecurity among the least advantaged. The sup-
posedly irresistible rise of globalisationwas a key part of the neoliberal explan-
ation of these developments. Technological change expanded the options for
investors and firms to move investments offshore, forcing regions wishing to
attract investments to lower their tax rates. In itself, this did not mandate the
reduction of social programmes.3 But it didmean that a politywishing tomain-
tain the social statemust transfer the corresponding tax burdens to individuals
and groups facing increased economic stress themselves. In the us and many
other regions, there was little desire to do this.

Globalisation was also invoked to explain the necessity of dismantling the
postwar social accord between labour and capital. Heightened global competi-
tion had to bemet with competitive wages and labour practices. Sectors where
this processwasnot sufficiently rapidordeep sufferedanunprecedented loss of
jobs to overseas producers. A general ‘deregulation’ of labour regulations was
mandated to make wages and labour practices more ‘flexible’ in response to
globalisation.

While ‘globalisation’was often presented as if inescapable technological and
economic factors externally imposed a transformation on the state, from the
perspective of leading left liberal theorists it is far more accurate to say that
neoliberal globalisationwas a creationof theneoliberal state. ‘Free trade’ agree-
ments removing restrictions on the activities of multinational corporations
were a crucial component of this process. The neoliberal ‘free trade’ regime has
systematically privileged the interests of multinational corporations over those
of workers in global sweatshops, poor farmers, the hundreds of millions con-
fined to the informal economy, and the unemployed. The unfair rules of the
World Trade Organisation (which penalise developing regions for infringing
the property rights of mncs while massive agricultural subsidies continue in
the us and elsewhere) must be mentioned here as well. imf-imposed ‘struc-
tural adjustment programmes’ forcing states to prioritise payments to interna-
tional investors – at the costs of deep cuts in programmes that help the least
advantaged groups – are another striking example.4

Financialisation
The general dismantling of the social state through deregulation had especially
pernicious consequences in the financial sector. An immense ‘shadow banking

3 See Burtless, Lawrence, Litan and Shapiro 1998.
4 Stiglitz 2002 provides a comprehensive liberal egalitarian critique of neoliberal globalisation.
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system’ eventually emerged, free from effective regulation.5 The lure of profits
from financial speculation encouraged increased ‘financial engineering’ by
non-financial firms.6 Paroxysms of ‘irrational exuberance’ generated a series
of unsustainable speculative bubbles. A very incomplete list would include the
savings and loan and third world debt crises of the 1980s, the Mexican ‘tequila’
crisis and the East Asian crisis of the 1990s, the dot.com crisis of the turn of
the century, and the Great Recession set off by the bursting of the housing
bubble in 2007. Insufficient financial regulation on both national and global
levels also allowed unprecedented imbalances in the global economy between
debtor regions and creditor regions, greatly contributing to global economic
instability.

Despite the anti-government rhetoric of its advocates, neoliberalism regu-
larly requires government action to save the financial sector from itself. When
speculative financial bubbles burst, Central Banks pumped massive amounts
of liquidity into global financial markets, restoring the balance sheet of finan-
cial firms.While numerous commentators warned that bailouts would encour-
age even more reckless behaviour (the ‘moral hazard’ problem), neoliberals
insisted that here, as with the dismantling of the capital/labour accord and the
social state, ‘there is no alternative’.

The immense liquidity provided by the us Fed after the collapse of the
dot.com bubble, combined with the ever-growing reserves held by surplus
countries, pushed global interest rates to extremely low levels for years. Inves-
tors were happy to borrow immense sums at these rates and invest them in
capital assets promising higher returns. The financial sector was happy to cre-
ate ever more exotic financial products for these investors to purchase, most
(in)famously by slicing anddicing ‘subprime’ (risky)mortgages as part of exotic
and all but incomprehensible securities (‘collateralised debt obligations cubed’,
anyone?). Rating agencies assured investors that purchasing these products
involved relatively little risk.7 Regulators nodded in approval, marvelling at the

5 According to the Financial Stability Board’s report on shadow banking, the banking ‘outside’
the official banking system more than doubled in size between 2000 and 2007, increasing
from$27 trillion to $60t. The scare quotes around ‘outside’ are fully appropriate in light of the
role of global banks as primebrokers for the ‘over the counter’ (that is, unregulated) derivative
trades – the top 5 us banks accounting for 96 percent of the total (Sheng 2011).

6 Firms in non-financial sectors became financialised through leveraged buy-outs andmergers
and acquisitions, the resulting high debt forcing lay-offs and wage cuts on the workforce.
Immense sums were also borrowed for stock-buybacks, which lifted stock prices to the great
benefit of investors and executives with stock options, while saddling companies with debt.

7 This conclusionwas reached on the basis of computermodels that assumed the futurewould
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‘efficiency’ of it all. They were shaken to the core when a relative handful of
subprime mortgages going bad set off a Great Recession, revealing the extens-
ive fraud and collective delusion upon which the housing bubble had been
based. When the house of cards collapsed, no one knew exactly which fin-
ancial institutions had been made insolvent by toxic loans and ownership of
toxic securities. (‘Many more than we shall ever know’ is the correct answer).
Firms that offered insurance against bad loans and losses in the value of secur-
ities based on their own flawed computer models lacked anything close to the
funds required tomeet their obligations,which extended across the globe.8The
wealth of households in the us fell by $18 trillion or so.9

Once againCentral Banks rode to the rescue, providing liquidity to the finan-
cial sector on an unprecedented and trulymind-numbing scale. State spending
also helped save the global economy from immediate and catastrophic col-
lapse. Banks have now been recapitalised to a considerable extent, with the
us government in particular allowing banks – including banks in Europe –
to exchange practically unlimited amounts of toxic assets for ‘high-powered’
money. Non-financial corporations have returned to profitability. The stock
market in theushas attained recordhighs.Theprocess of overcoming the crisis
of neoliberalism through a renewal of neoliberalism has been quite successful
for investors and firms, even if the global economy remains extremely fragile.
From the normative standpoint of liberal egalitarianism, however, the price of
this ‘success’ has been unacceptable. Vulnerable groups that did not benefit
from the selfish and reckless behaviour of financial capital or the globalisation
of production and investment have had great harms inflicted on them in the
form of stagnant wages, lost pensions, foreclosed homes, vast debt, and extens-
ive unemployment (8.8 million jobs were lost in the us in a two-year period).10
Few of those who engaged in criminally reckless financial behaviour have been
sanctioned. Such a profoundly asymmetrical distribution of economic benefits
and costs infringes the principle of equal citizenship and the underlying prin-
ciple that all persons are worthy of equal concern and respect. If the neoliberal

be like the past in relevant respects, despite the fact that the past lacked both suchmassive
quantities of cheap credit and financial instruments of such impenetrable incomprehens-
ibility.

8 In 2008 credit default swaps (investors betting against insurance companies that someone
will default) reached a notion value of $60 trillion (Roubini and Mihm 2010, p. 199).
Around 50 percent of all collateralised debt obligations defaulted (Westra 2012, p. 138).

9 Blinder 2013, p. 354.
10 Blinder 2013, p. 355.
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agenda continues to be pursued, the price ordinary citizens will pay will be far
greater still.

The global crisis of neoliberalism quickly mutated into a global crisis of
state finances.11 Commentators of the right now proclaim that the astounding
growth in state debt is rooted in the predatory and profligate nature of states.
Piously invoking our moral obligations to future generations, they insist that
state deficits must be drastically and immediately reduced through spending
cuts. Tax hikes on ‘job creators’ must be avoided at all costs, and the burden-
some regulations that undermine investor confidence must be abolished. If
uncertainty regarding state finances, taxes, and regulations were removed, par-
tisans of the right insist, thiswouldunleash investments fromtheprivate sector,
allowing a new golden age of dynamic growth to commence in the global eco-
nomy.

Liberal egalitarian economists have vehemently rejected this call for auster-
ity, carefully explaining its advocates’ utter ignorance of the relevant macro-
level relationships. When the crisis hit in 2007, households were extensively
indebted, and the debts of firms (especially financial firms)were even greater.12
The asset side of the balance sheets of householdswas in disarray dueprimarily
to an immense decline in the value of homes while high debt levels remained
unchanged. The assets of corporations were plagued by various forms of ‘toxic
assets’, loans that would never be repaid, worthless securities, and so on. Both
households and corporations had to restore their balance sheets bypayingback
debt and building up assets. Given the extent to which debt had built up and
the value of assets had fallen, this deleveraging was bound to be an exten-
ded and painful process.13 In themicro-level perspective of non-financial firms
and households, it is rational to lower debt as soon as possible. This delever-
aging, however, threatens irrational results on the macro level. In the balance
sheets of financial firms, loans are assets. A steep loss of these assets at a time
in which the debts of financial capitals were at historically unprecedented
levels would almost surely have led to an implosion of the global financial sys-

11 The us federal budget deficit in 2009 ($1.4 trillion) exceeded the Gross Domestic Product
of all but eight other countries. The cumulative deficit of the years 2010–12 was over $5
trillion (Blinder 2013, p. 397).

12 In 1981 the debt of the private sector in the us equalled 123 percent of gdp; by the end
of 2008 it had reached 290 percent. Corporate debt increased from 53 percent of gdp to
76 percent, household debt jumped from 48 percent to 100 percent, while the financial
sector’s debt increased fivefold, from 22 percent of gdp to 117 percent (Roubini andMihm
2010, p. 83).

13 See Koo 2009.
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tem. To avoid this catastrophe the asset side of financial firms’ balance sheets
needed to be built up through the financial sector extending credit to govern-
ments. The debit side of financial firms’ balance sheets simultaneously needed
to be reduced, and this was accomplished through government purchases of
extremely questionable (often ‘toxic’) assets and similar measures.14

To reduce state deficits now would be to repeat the mistakes of the us in
the 1930s and Japan in the 1990s, whenweak economies were pushed back into
recession by premature budget cuts. Leading spokespersons of the liberal left
insist that aggressive additional state spending in the short-term is required if
households, firms, and banks are to regain healthy balance sheets. This spend-
ing should be concentrated on public investments providing preconditions for
future economic dynamism: infrastructure, education and training, and r&d
on advanced technologies, with a special emphasis on ‘green’ technologies. The
economic growth spurred by government spending will increase future state
revenues, which can be further enhanced by reasonable increases in progress-
ive taxes. If such measures are implemented, reducing admittedly unsustain-
able state debts will be far less onerous in the future than it would be now.

A left liberal agenda based on liberal egalitarian principlesmust also include
adequate financial regulation on national and global levels. Proper regula-
tion would address the root cause of financial crises by limiting both specu-
lation and unsustainable imbalances between creditor and debtor regions of
the global economy. Rebalancing the global economy, however, requires more
than new regulations. Following suggestions made by Keynes, progressive eco-
nomists also call for governments in surplus regions to institute public policies
stimulating an expansion of domestic consumption, centred on a growth in
real wages. This expansion is necessary to compensate for the retrenchment of
overly indebted consumers elsewhere, and to enable deficit regions to reduce
their debts through increased exports to surplus countries. Finally, in the worst
cases (such as Greece) foreign lenders must write off many of their foolish

14 In 2007 the Federal Reserve held around $900b of assets, mostly us government debt.
By the middle of 2009 its balance sheet showed between $2.3–2.4 trillion of assets, most
accumulated during the crisis (Roubini and Mihm 2010, p. 153). By 2015 it reached $4.5
trillion assets (cnn Money 2015). The balance sheet of the Federal Reserve rose three
and a half times between 2007 and mid-2012. The European Central Bank’s tripled, while
the Bank of England’s increased fourfold (Wolf 2014, p. 29). Japan provides an especially
extreme case. Public debt in the us rose from 64 percent of gdp to 104 percent between
2008 and 2015; in Japan it jumped from 176 percent to 237 percent (The Economist 2015b,
p. 16).
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loans.15 Prominent liberal egalitarian economists have also followed Keynes in
proposing an alternative international financial architecture based on a new
form of worldmoney that would not privilege any particular national currency
(a privilege the United States has systematically abused). This world money
would be politically managed to limit global imbalances, with the responsibil-
ity of adjusting to themsharedby surplus anddeficit regions, rather than falling
almost entirely on the latter as at present.16

From a liberal egalitarian point of view, the results of neoliberal policies
could have been easily predicted: in the absence of branches of government
and a regime of global governance correcting the systematic tendencies of
markets to generate unjust results, markets systematically generated unjust
results. Without anything like a Rawlsian allocation branch in place, financial
assetsweremassivelymispriced. Financial risks, for example,were externalised
rather than incorporated into the prices of financial assets. Without anything
like an effective stabilisation branch in place, serious financial crises recurred
throughout the neoliberal period. Without anything like an effective transfer
branch in place, a wider and wider section of the populace failed to share
in the economic growth of the neoliberal period. Without anything like an
effective distribution branch in place, economic elites increasingly became
more of a separate caste in society with increasing power to influence the
political process at the cost of eroding fundamental democratic values have
been eroded. None of these developments implies that conditions prior to the
rise of neoliberalism were normatively acceptable from the liberal egalitarian
point of view. But the historical path was at least moving in the right direction
in many respects. In the decades of neoliberalism, social advances have been
reversed, and injustices increased.

Liberal egalitarian theorists correctly understand that the present crisis is
not fundamentally a crisis of the profligate state. If generations are not to
be tragically sacrificed, policies cannot be based on calls for austerity lack-
ing theoretical justification, empirical evidence, or the most elementary eth-
ical concern. The crisis of state finances is merely a symptom of the crisis of
neoliberalism. The political challenge of the present moment is to reverse the
neoliberal turn, and renew the interrupted project of instituting a humane
and normatively acceptable form of capitalism. Social movements struggling
against discrimination and poverty and for global justice will play a key role in

15 The failure to write off unrepayable debts has already brought the Eurozone project into
question on a number of occasions, andwill almost certainly do so again in the future. See
Lapavitsas et al. 2012.

16 Davidson 2009.
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this development, renewing the heritage of previous progressive social move-
ments. Normative social theorists have an important role to play too, clarifying
the principles of fairness and the reasons in their favour. The crucial normative
principles of liberal egalitarianism – the moral equality principle, the prin-
ciples of substantive freedom and equality, and the specific economic, social,
political, and cultural rights required to institutionalise substantive freedom
and equality – are not merely abstract precepts. They are also concrete mater-
ial demands that have arisen immanently in the course of historical struggles
against entrenched status distinctions. Liberal egalitarians participate in these
struggles by providing the most influential critiques of neoliberalism.17 In this
sense liberal egalitarianism can be said to be the preeminent ‘critical theory’ of
our day.

Whether it is an adequate response to the normative challenges of our day,
however, remains to be seen.

Beyond Liberal Egalitarianism: AMarxian Critique of
Neoliberalism

There is no reason to postpone stating the first major difference between
the Marxian narrative of recent decades and the liberal egalitarian story just
considered. The liberal egalitarian theorists who ask why the so-called ‘golden
age’ of high levels of profit, investment, and real wages in a world market
in the period commencing after the devastation of World War Two came to
an end in the 1970s generally give the same answer: contingencies such as
the so-called ‘oil shocks’ inflicted by oil exporting regimes were to blame.
There is no reason to deny the importance of these factors.18 In the alternative
narrative presented here, however, more weight must be placed on two other
considerations relevant to the end of the ‘golden age’.19

17 For example, Stiglitz 2002 and Piketty 2014.
18 It is worth noting in passing, however, that the oil shocks were more as a response to the

global slowdown than its cause.The rise in thepriceof oilwas engineeredbyopec regimes
to maintain their earnings in real terms, after the inflation of the dollar signalling the end
of the ‘golden age’ had seriously eroded the value of these earnings. See Gowan 1999.

19 The scare quotes around ‘golden age’ are appropriate in light of the vast numbers of non-
unionised and non-white sectors of the workforce that did not enjoy any sort of golden
age, the extreme alienation of the ‘Fordist’ labour processes of the day, the poverty of
peripheral regions, and so on. The following is indebted to Brenner 2006, 2009, Foster
andMagdoff 2009, Moseley 2009, McNally 2010, Panitch and Gindin 2012, and Desai 2013.
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A first point regards the systematic tendency for overaccumulation crises. In
1945 the Japanese economy was roughly a century behind the us, while Ger-
many lagged behind a half-century or so.20 By the 1970s both regions hadmore
than caught up. In many of the most technologically sophisticated and eco-
nomically crucial sectors of the world market – consumer electronics, autos,
motorcycles, chemicals, business machines, steel – Japanese and European
capitals were more efficient producers of higher quality products than estab-
lishedus firms.The productive capacity added to the global economyby Japan-
ese and German firms increased faster than the growth of markets to absorb it,
as us capitals did not withdraw at a sufficient rate to avoid that happening. The
result was an overaccumulation crisis, manifested in excess productive capa-
city. The rate of investment and growth declined in response.

Second, the post-wwii ‘long boom’ had also been characterised by relatively
low levels of unemployment and relatively high levels of labour organisation
in the us and other regions of the ‘centre’. The ability of workers to win wage
increases and partial control of the labour process ‘squeezed’ profits. There
was even a brief moment in which real wages increased at a faster rate than
productivity growth, eroding relative surplus value. The rate of investment
necessarily tends to decline when relative surplus value is threatened. The
latter was threatened. The former declined.

One way of overcoming an overaccumulation crisis is the physical destruc-
tion of excess capacity. Another world war would have eliminated excess capa-
city in the global economy very effectively. Thankfully, that was not on the
agenda.

Another tried and true way of re-establishing preconditions for renewed
accumulation has been a severe recession or depression devaluing or shut-
ting down completely previous investment in productive capacity. Given the
level of excess capacity in place in the 1970s, however, the scale of the devalu-
ation required would have been truly enormous. Leading policy makers in the
leading regions had strong reasons to attempt to avoid this path. The political
consequences of major recessions and depressions could be contained relat-
ively easily when capitalist social relations made up a relatively small island
surrounded by an ocean of peasant production,when labour organisations and
othermovements for social justice were illegal or weak, andwhen voting rights
and the right to protest were legally restricted. These conditions no longer held
in major regions of the world economy in the 1970s. In fact, progressive social
movements were relatively strong and confident. It was reasonable for elites

20 McNally 2010, p. 27.
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to worry that a major recession or depression might provoke a level of social
unrest difficult to control.

Members of the ruling circles in the us had an additional and extremely
powerful reason to fear a severe global recession or depression: devaluing
capital on the scale required would have inflicted massive harm on us capitals
in particular, due to their weaker competitive positions in key sectors of the
world economy. No one within the ruling circles of the us could be indifferent
to the prospect of vast amounts of us capital being devalued or shut down.
The dollar’s privileged position as world money would be threatened, and
the material foundation for the geopolitical hegemony of the us undermined.
(And, we may add, the personal economic interests of members of the ruling
caste would be directly threatened as well).

Wanting to avoid something, of course, is not the same as being able to avoid
it. Nothing in the previous history of capitalism suggested that capital accu-
mulation could be renewed after the global slowdown of the 1970s without
a colossal destruction and devaluation of productive capacity. Nonetheless,
after much trial and error a way forward for capital did emerge without a vast
‘slaughter of capital values’: neoliberalism.21 In the liberal egalitarian narrative
summarised above, the rise of neoliberalism is explained as the result of a fail-
ure of political will to regulate capital, especially the will to regulate financial
markets. In the alternative Marxian narrative being developed here, neoliber-
alismmust be seen instead as the result of a political project, led by the United
States, to reverse the slowdown of the 1970s without the massive elimination
of excess productive capacity that would have disproportionately harmed cap-
itals associated with the us state.22 New forms of political regulation played
a central role, despite all the obfuscating rhetoric of ‘deregulation’ promul-

21 I do notwant to downplay the devaluation and elimination of previous capital investment
that did occur in the recessions of the 1970s and early 80s. In the industrial heartlandof the
us therewas brutal deindustrialisation, and the situation in theUnitedKingdomwas even
worse. But itwas not sufficient to remove excess productive capacity inmostmajor sectors
of the world economy. There was no ‘ “slaughter of capital values” on a scale sufficient to
end [overcapacity andoverproduction]’ (Desai 2013, pp. 24–5).This is ChrisHarman’s view
as well (Harman 2010, pp. 231–3, 282).

22 The notion of ‘capitals associated with the us state’ is complex and elastic. Its scope
extends beyond capitals with headquarters and all plants and offices in us territory,
including all plants and offices of usmultinationals located outside us borders, all foreign
firms with which us companies have subcontracting or distributing agreements, foreign
capitals that have made direct investments or extensive financial investments in the us
and, ultimately, all capitals with which us companies could have any of the above (or
similar) relationships at any point in the future. The drive tomaintain the us economy, in
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gated by both neoliberals and their critics. Rather than being the inevitable
result of an inexorable erosion of state capacities in the face of new technolo-
gies and uncontrollable market forces, as so often asserted, neoliberalism was
essentially a creation of the us state and its allies.23 For our purposes it can be
understood in terms of five closely interrelated processes.24

An Explosion of Credit Money
Overaccumulation crises appear in the form of shortages of effective demand.
Keynesianism taught policy makers that shortages of demand can in principle
be overcome through state spending and other injections of liquidity. And so
the initial signs of the global slowdown were met with a sharp rise in the cre-
ation of credit money in the us, enabling productive capacity to be absorbed
that otherwise would not have been absorbed. A significant portion of this
expanded money supply added to the store of ‘Eurodollars’ already accumu-
lated overseas as a result of the Marshall Plan, overseas military spending, and
returns from exports to the us.

The post-War dollar-gold standard established at Bretton Woods allowed
foreign nationals to exchange dollars for gold. The increase in foreign dollar
holdings resulted in a significant outflow of gold from the us, jeopardising
the fixed link between the dollar and gold at the heart of the ‘dollar gold
standard’. Economic orthodoxy dictated that the expansion of credit money
in the us must be contained within strict limits in order to maintain the
stable linkwith gold. For reasons explicated above, however, any curtailment of
credit would have set off a deep contraction, greatly harming the us economy.
The Nixon administration instead played its trump card, declaring unilaterally

short, is a drive to maintain the capitalist world economy as a whole, a clear mark that it
is the centre of an ‘informal empire’ (Panitch and Gindin 2012).

23 See Gowan 1999, Panitch and Konings 2008, Panitch and Gindin 2012.
24 In other contexts, other dimensions of the neoliberal period would have to be added

to those that follow. The role of military actions by the us and its allies is perhaps the
most obvious omission, given the extent towhich the relative advantages of us capitalism
and the geopolitical/military power of the us state presuppose and reinforce each other
(see Gowan 1999, Part Two, Worrell 2010, Westra 2012, Panitch and Gindin 2012). The
diffusion of ‘postmodern’ culture is another dimension of the neoliberal era that will
not be examined here (see Jameson 1990, Harvey 1991). The us-centric dimension of the
discussion below would also have to be overcome in a more comprehensive account. In
other contexts more weight would have to be given to the strong continuities in global
capitalism (and us policy in particular) throughout the post-wwii period (see Panitch
and Konings 2008, Panitch and Gindin 2012), and to the struggles against neoliberalism
that erupted throughout this period. (See also note 4 in the following chapter).
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that the main form of world money, the dollar, would no longer be linked to
gold. Transforming the dollar to a purely fiat currency allowed an absolutely
astounding increase in credit money: ‘Between 1970 and 1973 the total us
money supply grew by 40 percent … [T]otal us money supply [leapt] from
$1.170 trillion in 1974 to $2.991 trillion in 1984’.25 Coggan’s figures are evenmore
striking: ‘In the us alone, the value of the broadest measure of money (known
as m3) rose from just under $1 trillion in the early 1970s to $10 trillion by 2006,
at which point the Federal Reserve stopped calculating the numbers’.26 Nixon’s
1971 break from the gold standard began an astounding and unprecedented
explosion of total debt in the us, reaching $50 trillion in 2007.27 Themain form
this initially tookwas a steep rise in deficit state spending, creating demand for
productive capacity that would otherwise be unused (‘military Keynesianism’).

The explosion of credit money could not simply be said to have been caused
by the ‘deregulation’ of the financial sector. It could only have occurred after
commoditymoney had been abolished by political decree andwith the Federal
Reserve’s ‘accommodation’ of the credit money created by banks and other
financial institutions. As we shall see, the expansion of credit is at the root of
many of the injustices of neoliberalism rightly criticised by liberal egalitarians.
They fail to consider, however, that without the explosion of credit money
a global ‘Great Recession’ (or, more likely, ‘Great Depression’) would most
probably have taken place in the 1970s in response to overaccumulation. And
there is no reason whatsoever to think that had that path been taken the
social consequences would have been less horrific from a liberal egalitarian
normative perspective than the catastrophes of neoliberalism.

The initial expansion of credit money, however, immediately led to diffi-
culties that had to be resolved before it could proceed further: higher inflation
(or ‘stagflation’, since it was not accompanied by economic growth), and its
associated threat of a significant devaluation of the dollar. Economic and polit-
ical elites in the us and elsewhere, recognising that if the dollar was to retain its
status as world money it must be a reasonably stable store of value, had strong
incentives to contain inflation. For the neoliberal project to be successful on its
own terms the unprecedented monetary expansion had to continue without
inflationary consequences. Most commentators and professional economists

25 Westra 2012, p. 76.
26 Coggan 2012, p. 144; see also Guttmann 1994. At the risk of overkill, another set of figures

can be added: ‘According to pimco, the fund management group, us economic output
was $3.5 trillion in 1984 and private-sector credit was about the same amount. By 2007,
output had grown to $14 trillion but credit had soared to $25 trillion’ (Coggan 2012, p. 146).

27 Duncan 2012, p. 34.
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in the 1970s thought this combination was simply impossible, and the spectre
of inflation has haunted neoliberalism since its inception. They forgot that
inflation is not a purely monetary phenomenon, but a monetary expression
of class relations.

An Increase in the Rate of Exploitation
The de facto ‘social accord’ between capital and labour initiated in the New
Deal and expanded after World War ii granted owners and managers power
over investment decisions and the organisation of the labour process, while
some (unionised, white, male) workers received implicit promises of employ-
ment security and real wages growth in line with productivity advances.While
leaders of labour organisations were mostly happy just to have a ‘seat at the
table’, a new generation of militants emergedwilling to challenge an ‘accord’ so
transparently favouring the interests of capital. The representatives of capital
were hardly in a weak position. But their room to manoeuvre was constricted
by the strength of working-class organisations at the very moment when over-
accumulation difficulties intensified inter-capital competitive pressures. The
inflationary spiral of the 1970s reflected the degree to which neither capital nor
labour had sufficient power to check the other, as the explosive growth of credit
money led to increases in both prices and wages.

From the beginning of the New Deal there had been factions of capital that
didnot accept the social ‘accord’.28Their increasingly strident calls to overcome
inflationary wage/price spirals of the 1970s by weakening labour increasingly
resonated in ruling circles and beyond. It soon became taken as simple com-
mon sense in the dominant discourse of the day. The birth of the neoliberal
era can be traced to the appointment of Paul Volcker as Chairman of the Fed-
eral Reserve in 1979. The steep rise in interest rates that followed (the ‘Volcker
Shock’, as it has come to be known) unilaterally broke the class accord. The
shock had the foreseeable (and foreseen) result of disciplining labour by rais-
ing the unemployment rate far beyond what had previously been considered
politically acceptable. Other explicitly anti-union government policies quickly
followed.29

Corresponding developments in the private sector provided a second front
in an all too one-sided class war. Improved transportation and communica-
tions technologies enabled corporations to shift investment from regions of

28 Davis 1986.
29 Some examples in the us include: breaking the air traffic controllers’ strike, packing

the Labor Relations Board with pro-management officials, and allowing the value of the
minimumwage to erode significantly. See Moody 1997, 2007.
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the domestic economy where labour organisations remained relatively strong
to regions where workers were more compliant. The technologies and forms
of social organisation of ‘lean production’ spread rapidly, forcing fewer work-
ers to produce more output for less monetary return and with much greater
physical andpsychological stress.30 Speed-ups eliminated theprecious seconds
to catch their breath workers previously enjoyed. Workdays were lengthened.
Pension and health plans were cut when not eliminated altogether. Employ-
ment became ever-more precarious as part-time and temporary labour spread.
Even profitable and expanding companies ‘downsized’ their workforce, an
unprecedented development. These new labour relations were found in the
dynamic start-up companies of the emerging ‘new economy’ commercialising
information technologies no less than in holdovers from the previous era.31 The
important point to keep in mind is that the rise of these ‘flexible’ labour rela-
tions of neoliberalism did not occur as a result of an unwillingness of the state
to regulate labourmarkets.32 The war on labour was in goodmeasure the result
of state policies seeking a way for profits to recover from the global slowdown
of the 1970s without first destroying or devaluing significant excess productive
capacity.

The shift in the balance of power between capital and labour in favour of
the former enabled the explosion in credit money to continue without set-
ting off inflation in either labour or wage goods markets.33 Astounded by how
little inflation rose despite the staggering increase of creditmoney,mainstream
economists and pundits began to praise Central Banks for engineering the
‘GreatModeration’ of inflation. In a raremoment of lucidity the leading central
banker of the day, Alan Greenspan, showed more understanding of the under-
lying class dynamic when he spoke of the ‘traumatised worker’, incapable of
winning wage increases due to the threat of downsizing and capital flight.34
The link between productivity advances and real wage gains – a link that had
held throughout the history of the United States – was broken, and the gap
between the two began to rapidly widen.

30 Smith 2000.
31 See Basso 2003, Head 2003, Smith 2012a, Crary 2014.
32 This statement holds for ‘strong states’ such as the us. ‘Weak states’ had more ‘flexible’

labour relations imposedon themexternally bypolitical agencies, especially the structural
adjustment programmes of the imf. (Although in almost all cases domestic elites were
happy to allow the imf to be blamed for policies they themselves favoured).

33 The explosion of credit money did lead tomammoth inflation in financial markets, about
which the owners of financial assets and their political friends worried not a bit.

34 Woodward 2000, p. 168.
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The pressure on wages from actual unemployment and the threat of further
downsizing lowered the value of labour power as a commodity. Since expendit-
ures to purchase that commodity are part of the money capital (m) initially
invested, lowering its value tended to increase surplus value, the difference
betweenm′ andm.Asproductivity grew throughout theneoliberal periodwhile
hourly real wage rates for production workers did not, the ratio of money sur-
plus value to the wages of productive labour increased by about 40 percent.35
In the terminology of Capital, this represented a staggering increase in the rate
of exploitation.

What would have happened in an imaginary world in which there had been
sufficient political will to prevent the rate of exploitation from significantly
increasing while the valorisation imperative remained in force?While answer-
ing counterfactual questions is never straightforward, it is overwhelmingly
likely that the overaccumulation of capital would have led to insurmountable
difficulties in transforming m into m′ on the macro level. The default response
to this situation in capitalism would most likely have occurred: productive
capacity would have been destroyed or devalued on a massive scale. Once
again, from the standpoint of liberal egalitarian normative principles there
appear to be no good reasons to regard this path as normatively preferable to
that taken by neoliberalism. In the absence of a fundamental break from cap-
italist social relations, the resulting vast unemployment would have led to a
significant increase in the rate of exploitation anyway.

One way or the other, fundamental human interests had to be sacrificed for
the good of capital. One way or another, human ends had to be thwarted for
the sake of capital’s end, valorisation.

Globalisation
Capital has long pursued ‘divide and conquer’ strategies with the workforce,
playing off one age group against another (child labour), one gender against
another, one racial or ethnic group against another, when the value of one
group’s labour power is lower than another’s for whatever reason. The new
information and transportation technologies now allowed this divide and con-
quer strategy to be pursued on a global level through cross-border production
chains.36 While the majority of foreign direct investment continued to flow
between wealthy regions in the world economy, vast numbers of us-owned or

35 Mohun 2009, p. 1028.
36 Moody 1997. Cross-border flows of financial capital, anothermajor element of the neolib-

eral form of globalisation, will be considered in the next two subsections.
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affiliated plants were built in Mexico, China, and elsewhere.37 Being able to
reduce labour costs by 95 percent (China), or even amere 88 percent (Mexico),
obviously contributed greatly to the restoration of profits in the us after the
global downswing of the 1970s.38

Neoliberal globalisation furthered the recovery of profits in other important
ways.With many overseas plants owned by a parent company, intra-firm trade
has come to dominate foreign trade, enablingmultinationals tominimise taxes
(and thereby increase profits) through the accounting tricks of ‘transfer pri-
cing’.Whenwork was outsourced overseas to firms that were not owned by the
outsourcer, the latter could leverage its privileged position to shift economic
risk to foreign subcontractors, while appropriating for itself a greater share of
the ‘value added’ in the production chain.39 Further, foreign direct investment
to establish cross-border production chains typically required major invest-
ments in roads, ports, and other infrastructure for transporting imports and
exports.40 This investment increased demand in the global economy, allowing
otherwise excess productive capacity to be absorbed profitably, at least for an
extended period.41

Many aspects of neoliberal globalisation are deeply problematic from a
normative point of view, and liberal egalitarians have criticised them vehe-
mently. The standard left liberal critique is characterised by an overemphasis
onwhat the state and international political agencies failed to do (properly reg-
ulate international trade and investment) anda correspondingunderweighting

37 While us capitals led the development of these corporate strategies, others soon followed.
German capitals have devoted immense funds to investment in Eastern Europe after the
implosion of the Sovietmodel, while Japanese outsourcing to China and other developing
economies in East Asia has exploded.

38 McNally 2010, p. 53.
39 In response, subcontractors in the export processing zones of developing countries rat-

cheted up the most inhumane aspects of the capitalist labour process in order to protect
their own profits, justifying the use of a special category, ‘superexploitation’.

40 Not coincidentally, with the notable exception of China these were mostly regions that
had previously benefited from extensive us subsidies during the Cold War (Westra 2012,
Chapter 2; see footnote 37, Chapter 8). China had a number of special advantages allowing
it to jump into the game later: an effectively unlimited supply of skilled labourers, wage
rates a mere five percent of those in the us, the promise of access to a potentially massive
domestic market, a government committed to authoritarian disciplining of the labour
force, and so on (McNally 2011, p. 53; Hart-Landsberg, and Burkett 2005).

41 David Harvey refers to a ‘spatial fix’ for overaccumulation difficulties in this context
(Harvey 2003). This spatial fix, however, came at the cost of eventually exacerbating the
very problems of global overcapacity it initially alleviated, as Harvey also noted.
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of the extent neoliberal globalisation has been an active state project, carried
through by bilateral andmultilateral trade agreements among states and state-
directed international agencies (imf,wto, etc.).42 Amore serious shortcoming
appearswhenweonce again pose the counterfactual question: If a politicalwill
to prevent the rise of neoliberal globalisation had somehow prevailed, what
would most likely have happened?

Along with the explosion of credit money and the war on labour, the neolib-
eral form of globalisation contributed to the way forward for capital from the
global slowdown of the 1970s. It contributed to the revival of profits and growth
that allowed capital to avoid themassive destructionof excess productive capa-
city that would otherwise have been required for a renewal of valorisation. In
the absence of a fundamental break from the social forms of capital, if neo-
liberal globalisation had not occurred the overwhelmingly likely result would
have been a global depression. There is, once again, no reason whatsoever to
think that this path would have been preferable from the normative stand-
point of liberal egalitarian theory. In any global slowdown the opportunities
for persons to live the sorts of lives they have most reason to choose is severely
restricted in a thoroughly unfair and biasedmanner. The harm to human flour-
ishing from a slaughter of values sufficient to remove the excess productive
capacity in the world market would have been beyond measure. The standard
liberal egalitarian critique of neoliberal globalisation is silent once again about
the most important matter.

Financialisation
‘Financialisation’ is a general term referring to a number of interrelated pro-
cesses. One of them, the explosion of credit money, has already been intro-
duced. As noted above, the explosion of credit money propped up household
and government demand, thereby absorbing productive capacity that would
otherwise have been unused. With real wages declining, increased debt was
one of the few ways many households could maintain their standard of liv-
ing.43 But another consequence proved at least as significant: the amount of
funds circulating within the financial sector seeking investment opportunit-
ies exploded. Given the ongoing danger to profitability non-industrial firms
faced from unused productive capacity, undertaking a significantly higher rate

42 Panitch and Gindin 2012.
43 Low-priced imports of wage goods from low-wage regions of the global economy (the so-

called ‘Wal-Mart effect’) helped maintain living standards as well, as did the increasing
entry of women into the paid labour force – capital now in effect was able to purchase
two labour powers for what had been the price of one in real terms.
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of investment was not a rational strategy. Start-ups aside, then, firms in non-
financial sectors generally undertook only replacement investments, funded
with retained earnings rather than borrowings from banks or other financial
institutions. A high proportion of the creditmoney created in the financial sec-
tor therefore was invested within the financial sphere itself.

A number of other processes contributed to this result as well:

– The circulation of the vast reserve of ‘stateless’ dollars accumulating over-
seas as a result of exports to us consumers, us military spending, oil sales
(priced in dollars) after the opec ‘oil shocks’, and so on, was mediated by
financial firms based primarily in the us and London.

– After the demise of the dollar-gold standard, the volatility of currency
exchange markets tripled. Financial instruments were devised to limit the
risks associated with currency fluctuations, such as option contracts to buy
or sell the right to exchange currencies at a given rate at some future point
in time. The continued expansion of global trade, the proliferation of cross-
border production chains, and other aspects of neoliberal globalisation, led
companies and governments to engage in currency exchanges much more
frequently and on amuch greater scale over time, encouragingmuch greater
use of these hedging instruments. The high fees financial firms appropriated
from the construction and sale of thesederivatives encouraged the construc-
tion of other new financial instruments (see below).

– Pension funds, a residueof the class accord of thepost-wwii period, resulted
in an enormous jump in the scale of financial inflows seeking investment
outlets in the neoliberal decades.44

– The increase in the rate of exploitation left more income and wealth in the
hands of investors and top managers. Wealthy households tend to devote
a far greater share of their holdings to financial investments than other
households, and so the rise in inequality of the neoliberal period reinforced
the increasing flow of funds into financial markets.

– Loans to households and corporations immediately invested in financial
assets can also be considered here. In contemporary capitalism, a house
is as much a financial asset as a dwelling. As mortgages became available
at relatively low interest rates, going into debt to purchase houses allowed
household wealth to increase as long as housing prices appreciated, as they

44 See Toporowski 2000, which explains how this by itself explains much of the inflation of
financial assets of the neoliberal period.
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did throughout the period being discussed.45 Despite the prevalence of low
interest rates in other parts of the economy, consumer debt (e.g. credit
cards) often came with rates of interest that would have made Tony Sop-
rano blush.46 Non-financial firms borrowed extensively for stock buy-backs,
highly leveraged mergers and acquisitions, and other financial trans-
actions.47 Buy-backs lifted the price of companies’ stock, keeping investors
(and managers with stock options) happy. Mergers and acquisitions typic-
ally raised stock prices as well.48

– Finally, banks and other financial firms increased the proportion of their
lending going to other banks and financial institutions, especially those in
the so-called ‘shadow banking system’ supposedly ‘outside’ the (somewhat)
regulated banking system (but completely ‘internal’ to its de facto operation,
see note 5 above).

All of these factors contributed to a massive increase in the funds flowing
through the financial sector. Five major consequences warrant mention here
(a sixth will be discussed separately in the following subsection). The first
was a protracted period of capital asset inflation. The element of subjectivity
and indeterminateness in the prices of financial assets created the formal
possibility for such an epoch; the possibility became actualised when funds
circulating within the financial sector significantly increased for an extended
period. As the tsunami of funds flowing through the financial sector grew

45 Hudson 2012.
46 These increased debt loads have also played a significant role in the war on labour,

disciplining the labour force to accept the higher rate of exploitation (Lapavitsas 2012,
2013).

47 Leveraged buy-outs (that is, the use of borrowed funds for mergers and acquisitions)
contributed greatly to the increased ‘flexibility’ (exploitation) of the labour force. Merged
and acquired corporations were typically left with high levels of debt, forcing layoffs
and wage cuts. The intensification of pressure from Wall Street to maintain satisfactory
quarterly returns or face the threat of being taken over encouraged the ‘reengineering’
of corporations to make them ‘lean and mean’ – in other words, to make fewer workers
produce more for less, the material reality lurking beneath the ideological rhetoric of
labour ‘flexibility’. Capital flight to low waged regions was another response to the same
unrelentingpressure. In theneoliberal variant of capitalism, financialisation, an increased
rate of exploitation, and globalisation are inseparably conjoined.

48 When a merging or acquiring company purchases a firm with a higher price/earnings
ratio than its own, this automatically increases the former’s price/earnings ratio, generally
leading to a jump in its stock price. The various machinations of ‘speculative capital’ are
illuminatingly examined in Krier 2005 and 2009.
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inexorably in neoliberal financialisation, the prices of financial assets grew
correspondingly. In stark contrast to their paranoia regarding inflation in wage
and consumermarkets, anti-inflation ‘hawks’ greeted the seemingly inexorable
rise in the prices of financial assets with applause.

A second result of the massive increase in financial flows was the prolif-
eration of new categories of financial products. The use of information tech-
nologies enabled financial firms to slice and dice loans (e.g. mortgage and
credit card debt) to construct synthetic financial instruments (‘securities’)
promising investors relatively high returns at relatively low risk.49 Many secur-
ities were judged by ratings agencies to be as low-risk as the debt of the
world’smost prosperous corporations and stable governments.50 Investorswho
wanted to reduce their risk exposure even further could take out insurance
against declines in the value of these securities. The more exotic these new
categories of financial assets were, the more financial capitals (and ratings
agencies) profited from their construction, evaluation, sale, and provision of
insurance. Any serious discussion of the contemporary ‘knowledge economy’
must begin with the fact that the fastest rate of product innovation, the largest
private-sector investment in information technologies, and the greatest
private-sector concentration of advanced knowledge workers, has been found
in the financial sector.

The third result from the greater inflow of funds into the financial sector,
and the higher percentage (of an immensely greater amount) of credit money
created within the financial sector remaining within it, was the more frequent
outbreak of self-sustaining financial bubbles. A general inflation of financial
assets can turn into a bubble whenever a critical mass of investors convince
themselves that oneormore categories of assets is privileged for some reasonor
other.51Widely shared optimistic estimations of the future value of these assets

49 The idea behind securitisation is that debts involving a wide range risks can be combined
into different synthetic products (‘securities’) enabling risks to bemore broadly dispersed
and investors to take on precisely the level of risk they wish to bear. The global economy
as a whole was supposedly made safer. This did not prove to be the case, needless to say,
as Das 2011 exhaustively documents.

50 Not entirely coincidentally, prior to the crisis half of the profits appropriated by ratings
firms came from the fees they received for bestowing triple-A ratings on exotic structured
finance products (Roubini and Mihm 2010, p. 66).

51 The simplistic belief that a new set of technologies would lead to a ‘new economy’
legitimated the dot.com bubble of the late 1990s, and the equally delusional belief that
housing prices would never decline provided justification for the housing bubble that
followed.
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among investors will set off a sharp increase in their prices. Those owning the
assets can then use their increased (paper) wealth as collateral for loans, and
use the loans to increase demand for (and thus the prices of) financial assets.
The now yet wealthier investors can then return to banks for yet another round
of loans and commence the process again. At some point the nagging thought
may arise that only a fool would purchase a capital asset at such an obviously
inflated price, and only a very foolish bankwould lend someonemoney for that
purchase. But as long as it is reasonable to think that a yet bigger fool will come
along to purchase the asset at a yet more inflated price, it is ‘rational’ to want
to purchase it now, and rational for a bank to lend for that purpose. As long as
such sentiments are widely shared a financial bubble can be self-sustaining for
an extended period.52

Eventually, of course, every bubble bursts. That is a very old story, even
if the frequency of its telling accelerated in the neoliberal era.53 The new
twist was the discovery by Central Banks that if sufficient liquidity is pumped
into financial markets after a bubble bursts, the negative repercussions on
the financial sector as a whole can be contained. Inflows from non-financial
sectors and the creation of credit money remaining within that sector can
then recommence relatively quickly – setting off a new round of financial asset
inflation. A fourth consequence of neoliberal financialisation, then, was the
recurrent need to bail out financial institutions.54

A fifth result of neoliberal financialisation has been mentioned already:
numerous relatively weak states fell into ‘debt traps’ and were forced by global
capital markets and the imf to restructure their economies.55 As numerous
liberal egalitarian theorists of global justice have rightly noted, these restruc-
turings systematically furthered the interests of global creditorswhile inflicting
normatively significant harms on the populace of debtor regions. They have
also resulted in multinationals being able to appropriate more of the ‘value

52 Toporowski 2000, p. 54.
53 There were 38 financial crises between 1945 and 1971, prior to the outbreak of capital asset

inflation; the tally jumped to 139 between 1973 and 1997, with the dot.com crash, the Great
Recession, and many more, yet to come (Wolf 2008, p. 31).

54 This was called the ‘Greenspan put’, in honour of the Federal Reserve Board Chair who
became the ‘maestro’ of government bail outs, despite his oft-professed love of Ayn Rand.

55 As discussed in the previous chapter (see note 36 and the main text associated with it),
the debt trap arises when foreign loans are not used in a manner generating sufficient
revenues to meet interest payments as they come due. Further loans must then be taken
out to avoid default, which eventually require yet further loans tomeet interest payments
on the second set of loans, and so on.
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added’ in global circuits of production and distribution, part of the process of
‘accumulation through dispossession’.56

Taking these various aspects of financialisation into account it should come
as no surprise that in the us by 2005 financial firms accounted for more than
40 percent of the earnings of companies listed in the Standard and Poor 500,
or that the combined income of all 500 ceos of those leading non-financial
companies totalled less than that of just the top 25 hedge fund managers, or
that in 2008 one in every 13 dollars in compensation went to people in finance,
as opposed to merely one in 40 in the so-called ‘golden age’ after wwii.57
The astounding growth in derivatives provides another startling measure of
neoliberal financialisation: in 2003 for every $1 of world income therewas $1.80
worth of derivatives circulating; just four years later the ratio was 640 percent
higher, with $12 worth of derivatives for every dollar of world income.58

Most of what has been said about financialisation so far repeats the liberal
egalitarian account discussed at the beginning of this chapter. The normative
issues raised in the left liberal critique of financialisation are indisputably legit-
imate. No one committed to the principle that the autonomy and well-being
of all social agents are equally worthy of concern and respect can approve
the manner in which those engaged in financialisation appropriated an unfair
share of the benefits of social cooperation, while externalising an unfair share
of its immediate burdens and long-term risks. I also have nowish to understate
the extent to which state regulators failed to carry out their charge of over-
seeing financial activities to protect the public, the central explanation liberal
egalitarians propose for the excesses of financialisation. Whatever the precise
combination of ideological confusion and political corruption that explains –
to pick one example out of countless – the utter failure to even attempt to
bring the shadow banking system within the scope of financial supervision,
this failure counts as one of the greatest scandals in the scandal-ridden his-
tory of state/capital relations. On these points Marxists and liberal egalitarians
broadly agree; the points of contrast lie elsewhere.

A first difference is familiar: a critical analysis focussing on ‘deregulation’
is no more capable of comprehending neoliberal financialisation adequately
than the ending of the capital/labour ‘accord’ or the rise of neoliberal global-
isation. A compelling case can bemade for the thesis that the financial sector of
neoliberalismhas been thebeneficiary ofmore extensive government interven-

56 Toussaint 1999, Harvey 2003.
57 Roubini and Mihm, p. 190.
58 Varoufakis 2010, p. 131.
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tion, since this sector is now more dependent on regular government support.
The fact that the regulatory regime has been directed towards state bail outs of
financial capital rather than minimally effective oversight of minimally accur-
ate balance sheets does notmake it any less of a regulatory regime.59 Ironically,
the supposedly ‘economist’ Marxian framework allows a stronger account of
the role of the state to be formulated here than a perspective committed to
the position that the normative problems of societies such as the United States
are primarily due to markets being allowed to operate without proper political
supervision.

Second (and more importantly), from the Marxian perspective the state/
financial capital relation and its associated normative issues are parts of an
even bigger picture, raising even deeper normative issues. A key clue is the
failure of the unprecedentedly explosive increase of credit money during the
neoliberal period to lead to an investment boom in non-financial sectors.60 In
fact, the rate of investment in non-financial sectors has tended to decline in the
global economy as a whole during the neoliberal period, despite the impress-
ive recovery of corporate profits, and despite the fact that rates of investment in
China and other regions reached astounding heights never previously attained
in the world market for a comparable length of time.61 The underlying reason
is relatively straightforward, even if rarely noted: overcapacity issues have per-
sisted in almost all important non-financial sectors of the global economy
throughout the neoliberal period. The problem was soon exacerbated by the
emergence of newproducers in East Asia and elsewhere. Given persisting over-
capacity issues, if there had been a significant increase in new investment in
non-financial sectors, the required transubstantiation of m to m′ would have
faced serious difficulties, to say the least. And so in the neoliberal decades there

59 When Citigroup exists today only because of government rescues during the Great
Depression, after Mexico’s default on debts in the 1980s, after the commercial real estate
bust of the early 1990s, and now again in the recent financial crisis, in what sense is it
a ‘private’ company? The distinction between the ‘private’ realm of the market and the
‘public’ realm of the state transparently dissolves. The political significance of this point
is explored in Albo, Gindin and Panitch 2010 and Moseley 2009.

60 The sharp jump in the rate of investment in firms of the ‘new economy’ associated with
the internet boom of the late 1990s was the exception that proves the rule. Few of these
firms ever became profitable, and overcapacity problems soon afflicted the new sectors.
The rise in the rate of investment was strikingly brief (Brenner 2009).

61 Prior to the Great Recession beginning in 2007, ‘Growth for the world as a whole was well
down on the levels not only of the long boom [during the decades immediately following
World War ii], but also of the first decade and a half after its end’ (Harman 2010, p. 231;
see also pp. 232–3).
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has been no significant increase in the rate of investment in the world market
as a whole.

But mmust become m′! If a rapid rate of investment in non-financial sectors
will not further the valorisation imperative, newly created credit money will
necessarily tend to flow to (or remain within) the financial sector, since high
monetary returns can be appropriated from an inflation of financial assets even
while non-financial sectors of the global economy are afflicted with excess capa-
city.62 The liberal egalitarian critique of financial ‘deregulation’ overlooks this
absolutely crucial dimension of the neoliberal global economy.

Once again a normative assessment of the historical period in question
must pose the relevant counterfactual question:What would have happened if
political regulation somehow had prevented financial institutions from exter-
nalising such an astounding level of risk? Given persistent overcapacity prob-
lems, even if there had been an adequate level of financial supervision, a rapid
growth of non-financial investment was not in the cards. Nor would better reg-
ulation of finance have affected the relentless drive of capital to raise the rate of
exploitation in response to persisting overaccumulation difficulties.63 Neolib-
eral globalisation would also have continued more or less unchecked. It is true
that in this quite imaginary alternative world the oppressive rates of interest
attached to credit card debt would have been somewhat lower, and the insane
increase in housing prices would have been somewhat checked. But with real
wages declining, increased debt was one of the very few ways in which ordin-
ary households couldmaintain their standard of living, and the appreciation of
housing values provided justification for this increase when it did not directly
allow it to occur through equity loans. The spending of wealthy households
must be considered as well; if there had been effective political regulation lim-
iting the (undeniably irrational) inflation of financial assets in the neoliberal
period, the ‘wealth effect’ on the economy – that is, the tendency for spending
to increase as wealth increases – would have been restricted. Finally, perhaps
a different sort of regulatory regime could have prevented many instances of
‘accumulation through dispossession’ induced by financial capital. But those
instances played a crucial role in capital’s recovery from the 1970s global slow-

62 Extended historical periods of financialisation have for this reason been a recurrent
feature of ‘systematic cycles of accumulation’ in capitalist development, even if never
before on the scale of neoliberal financialisation (Arrighi 1994).

63 If political regulation of financial capital discouraged leveraged buy-outs, the pressure to
cut wages to pay off debts from mergers and acquisitions would have been alleviated.
But as we have seen, there were many other ways to force an increase in the rate of
exploitation.
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down, and avoiding them would still have left all the underlying causes of the
‘debt trap’ in place.64

If a recovery would not have been spurred by non-financial investments,
by increased debt-fuelled consumer spending by working households, by the
‘wealth effect’ stemming from the inflation of capital assets owned by wealthy
households, or by ‘accumulation by dispossession’, it would have had to rest
primarily on increased government spending. Government deficit spending
was in fact amajor factor underlying the economic growth of much of the neo-
liberal period; the extended periods of growth in the Reagan years (and again
under Bush the Junior) certainly had far more to do with the sudden jump in
government deficit spending (‘military Keynesianism’) than any autonomous
‘magic of the marketplace’. But, first of all, it would have taken a politically
unimaginable level of government spending to compensate for the stifling of
the insane dynamism of the financial sector that adequate supervision would
have caused. A second problem is that states lacking their own national cur-
rency would have had to cover their deficits by extensive borrowings from
global capital markets. This is a dangerous and ultimately doomed path; the
high interest rates ‘irresponsible’ governments are charged would have pushed
even more regions into the ‘debt trap’. States with their own national cur-
rency – especially the us, which enjoys the ‘exorbitant privilege’ of possess-
ing the domestic currency serving as the dominant form of world money –
have more room to manoeuvre.65 Suppose for the moment that a vast expan-

64 Liberal egalitarians have traced the debt trap to loans that have gone into the personal
bank accounts and vanity projects of local elites, protectionist measures in wealthy
regions preventing imports from potential competitors in the Global South, and subsidies
to producers in wealthy regions encouraging the production of surpluses that are then
dumped in poor regions despite the harm inflicted on local producers (Brock 2009). As
important as these considerations are, two others must be given even greater weight: 1)
the level of overcapacity found in almost all major sectors of the world market, leaving
relatively little space for new producers in regions of the global economy, and 2) the lack
of effective national innovation systems in poor regions that underlies uneven develop-
ment in the world market.

65 Wray 2012. But here too the threat of punishment by global capital markets would never
completely dissipate. us Treasury bills enjoy special advantages that the debt instruments
sold to foreign investors by us corporations and regional governments do not necessarily
enjoy. And no one knows for sure just how much room for manoeuvre there is to keep
the special advantage of us federal government debt. Keynesians invoke the fact that the
immense government deficits after wwii were dealt with relatively easily in the us. But
the us was then the only creditor nation in the global economy and had no real industrial
competitors. When the us is the world’s biggest debtor, owing in the range of $3 trillion
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sion of government spending could have absorbed excess productive capa-
city in strong states with their own domestic currency. A third serious prob-
lem would still remain from the normative point of view of liberal egalitari-
anism: the profound costs of overaccumulation would have then been dis-
placed from regions with strong states to other regions even more than would
otherwise be the case. Left liberals could not have affirmed this alternative
course of events, which would be a new variant of very old imperialist prac-
tices. There is, finally, no reason to suppose the strategy would be success-
ful even on its own terms. The level of government spending required to
provide an effective alternative to financialisation would almost certainly have
proved incompatible with the continuation of capitalist social relations. It
would almost surely have required extensive nationalisation of the financial
sector, a taxation of wealth that no capitalist class would accept, and an effect-
ive mobilisation of public support that could have led to public demands for
full employment, public control of investment, etc. A coalition of financial and
non-financial capitals vehemently opposed to such developments would have
assuredly arisen.

These considerations all lead to the same conclusion as that reached above
in the analysis of other key features of neoliberalism. The left liberal critique
challenges us to imagine apossibleworld inwhichneoliberal financialisation is
abolishedwhile the social relations of capitalism remain inplace.There is every
reason to think that in such a world the global slowdown of the 1970s would
have led to a severe depression, since that is the ‘default response’ to serious
overaccumulation in a global order governed by the valorisation imperative.
Massive amounts of excess productive capacitywould have beendismantled or
devalued to create the preconditions for renewed valorisation. There are, once
again, no good reasons to consider this course of events normatively superior
to that taken by neoliberalism.When the standard liberal egalitarian narrative
of the neoliberal period leaves this point out, it is omitting themost important
thing.

Global Imbalances
The primary ‘engine’ of global growth in the neoliberal era was the expansion
of consumption in deficit regions, led by theUnited States. In theus this engine
was fuelled by the income gains enjoyed by wealthy households from tax cuts,
a higher rate of exploitation, and the ‘wealth effect’ following the inflation

to the rest of the world with a current account deficit of $400b/year, and in a world of
persisting overcapacity, matters are quite different (Roubini and Mihm 2010, p. 294).
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of financial assets, as well as by increased household debt across the social
spectrum. The surpluses of many exporting nations expanded in sync with us
trade deficits.

By accounting identity the current account (whose key component is foreign
trade) and the capital account (centring on cross-border flows of investment)
must net to zero. Simplifying just a bit, this means that a region’s trade deficit
must be matched by capital inflows.66 Banks in regions enjoying trade sur-
pluses had a strong incentive to continue lending to deficit regions, since these
loans enabled domestic producers with whom the banks were tied to increase
exports to those regions.67 Capital flows from surplus regions to deficit regions
also enabled foreign investors to benefit fromany inflation of financial assets in
the latter.68Therewere in addition anumber of strong reasons for governments
in surplus regions to accumulate vast dollar reserves, using trade surpluses to
purchase us Treasury Bills despite their relatively low returns. If the world
worked according to the precepts of mainstream economics texts, there would
have been a steep appreciation in the currencies of surplus countries relative to
the dollar, raising the prices of exports in dollar terms and thereby hurting their
exports to the us. Japan, China, and other surplus nations avoided this result
by investing their reserves in purchases of us Treasury Bills, with the increas-
ing demand for dollars preventing a significant decline in its relative value. A
reserve of dollars is also necessary for the purchase of oil andweapons in inter-
national markets. Further, the dollar continued to provide a fairly secure store
of value in an increasingly turbulent global economy, at least relative to other
national currencies and gold.69 Last but not least, the greater the reserves of
world money held by a nation’s Central Bank, the more protected the national
economy would be from sudden capital outflows – and from the need to turn

66 ‘From 2000 to 2007, the us ran a cumulative current-account deficit of roughly $5.5
trillion, with nearly symmetrical offsetting increases in reserves in China and Japan’
(Volcker 2012; see Duncan 2012, Pettis 2013, Wolf 2014 and, especially, Westra 2012). These
reserves were then predominately invested by purchasing the debt instruments of the us
government.

67 The economies of Germany and Greece were locked in a symmetrical relationship along
these lines prior to the ongoing crisis of the euro area (Wolf 2014, Chapter 2).

68 The ‘carry trade’, where yen were borrowed in Japan at close to zero interest rates and
then invested in the purchase of financial assets in the us, has been an important factor
in the speculative bubbles of the us since the late 1980s. (A similar carry trade from the us
to the stock and real estate markets of ‘emerging economies’ was a major factor in their
‘overheating’ in the years immediately following the outbreak of the ‘Great Recession’. See
Roubini 2009).

69 Prasad 2014.
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to the imf and its onerous structural adjustment programmes to recover from
stampedes of outflows.70

Capital inflows kept interest rates in the us much lower than they other-
wise would have been (and demand for loans correspondingly higher), fuelling
both stock market and housing booms.71 The financial booms led consumer
markets to expand (the so-called ‘wealth effect’; people tend to spend more
as they become wealthier); expanded consumer markets resulted in higher
imports and greater trade deficits; the inflow of foreign capital increased cor-
respondingly, and so on. Imbalances in global trade and capital flows, in brief,
were closely associated with self-sustaining bubbles of financialisation. Neo-
liberalism is a package deal. As a result of these flows China and the us were
responsible for 45–60 percent of all global growth in the period immediately
prior to the ‘Great Recession’, with the us absorbing an astounding 70 percent
of the net capital flow in the world economy.72 Is there a more striking illustra-
tion of global injustice than the fact that 70 percent of the net increase in global
capital flowswent to thewealthiest region of the global economy,while billions
of individuals in poor regions continued to lack the most basic necessities?

Liberal egalitarianism provides a theoretical framework for a powerful
normative critique of global imbalances, focussing especially on the political
failure to supervise cross-border flows adequately, and the abuse of the priv-
ileges granted to the us economy from a national currency serving as the main
form of world money. Prominent liberal egalitarian economists have proposed
a new form of world money and a new international financial architecture,
designed to limit the rise of excessive global imbalances in the future bymaking
both surplus and deficit regions bear the coasts of adjustments. The norm-
ative force of the liberal egalitarian critique of global imbalances, and of the
inevitably abused power granted by a particular national currency serving as
world money, is indisputable. But it must be recalled that debt-fuelled con-

70 This consideration became especially important after the East Asian crisis of the late
1990s, when the imf oversaw a ‘fire sale’ of productive assets to overseas investors and
corporations (Stiglitz 2012). Every unit of money held in reserve, of course, is a unit
removed from the process of producing goods and services to meet the wants and needs
of its citizens. The amassing of vast reserves is another form of depressionary bias at the
heart of even successful peripheral regions. See Weeks 2010 and other articles in Westra
2010.

71 Foreigners purchasedmore than half of themortgage-backed securities and collateralised
debt obligations that financed the housing bubble in the us (Roubini and Mihm 2010,
p. 247).

72 Westra 2012, pp. 19–20.
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sumption of deficit regions provided the engine of growth in the world eco-
nomyprior to theGreat Recession. In the absence of an equally effective altern-
ative ‘engine’, eliminating imbalances would have severely reduced growth in
the global economy if it did not eliminate it entirely. The only way forward for
capital from the overaccumulation crisis of the 1970s would then have been
themassive dismantling or devaluation of excess productive capacity. No argu-
ment can show that this would have been a normatively superior option from
a liberal egalitarian standpoint.

Was there an alternative engine of global growth? Keynesians hold that
increased spending in the domestic economies of surplus regions could have
served. But political and economic elites in Germany and China, the two lead-
ing surplus/creditor nations, fully understand that: 1) a substantial destruc-
tion and devaluation of excess capacity in the global economy may eventually
prove unavoidable; 2) the stronger the position of capitals headquartered in
their territories in the world market, the greater their ability to displace any
destruction and devaluation of capital elsewhere; and 3) capitals from surplus
nations enjoy a position of strength in the world market, where the claims of
creditors are backed by ‘the rules of the game’ while debtors must resort to
moral appeals. It is also the case that increases in domestic real wages suf-
ficient to allow a major expansion of their domestic markets would tend to
raise the prices of German and Chinese exports, threatening the ability of
domestic capitals to avoid harm from an extended period of decline in the
world market. In addition, significantly increased domestic wage costs would
heighten as well the risk of capital fleeing Germany and China for Eastern
Europe and even lower-waged areas in East Asia, putting additional fiscal pres-
sure on German and Chinese national economies. We also must keep in mind
that Germany andChina have their own serious overaccumulation problems.73
No remotely feasible expansion of their domestic economies would be able
to absorb their excess productive capacity. Under these circumstances the
conquering of export markets is hardly a discretionary choice; they must be
conquered. Finally, Germany is the unquestioned power of Europe, and the
Chinese economy is projected to surpass the size of the us’s soon. They have

73 In China’s case in particular, overaccumulation difficulties loom. While the tremendous
explosionof creditmoney led to a tremendous inflation in capital assets in theus, inChina
it has led to a tremendous expansion of productive capacity. Each slowdown has been
met with a yet greater expansion of credit money, enabled by its surplus and the Chinese
government’s control over its currency. (In 2009debt jumped40percent in response to the
Great Recession). High rates of growth have beenmaintained, at the cost of what Business
Week calls ‘corporate China’s black hole of debt’ (Roberts 2014, pp. 15–16).
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reached this position due in good measure to their success in appropriating
surpluses, just as leading regions in previous periods of capitalism’s historical
development became hegemonic as they occupied the centre of surplus flows
in theworldmarket.74 From the standpoint of capitalist rationality, whatwould
be rational about abandoning that path?

There are also good reasons to be sceptical of the prospects for a normatively
acceptable form of worldmoney as long as the social and geopolitical relations
of capital remain in place. It is not in the interest of the us, the world’s leading
deficit nation; as long as the dollar remains world money, its deficits are much
easier to cover. Neither is it in the interest of the leading surplus regions to
adopt an international financial architecture that imposes amuchgreater share
of the costs of adjusting to imbalances on them. In a world market defined by
inter-capital competition it will always be far preferable to them to force deficit
regions to bear most of those costs.75

If an expansion of consumption in surplus regions had not offered a plaus-
ible alternative ‘engine’ of global growth, thenwithout global imbalances there
would not have been an adequate engine of global growth. Then there would
havebeennoway to restore valorisationwithout amassivedevaluationof accu-
mulated capital of the global scale. And that, once again, would not have been
normatively superior to the path taken by neoliberalism. This reveals once
again the limits of the liberal egalitarian perspective in the present period of
world history.

Neoliberalism and the Ongoing Environmental Crisis
The underlying theme of this chapter has been that the present moment in
world history challenges left liberals to affirm the need for a world-historical
break fromcapitalism.No discussion of this topic should concludewithout dis-
cussing the special role of environmental factors in this challenge. In Chapters
6 and 8, arguments were given for thinking that as long as capitalism remains
in force, the depletion of resources and generation of wastes will eventually
reach a point where the ‘planetary boundaries’ within which human history
has thus far unfolded can no longer be maintained. A growing number of sci-
entists believe we have already passed this point in some important respects,
and are rapidly approaching it in others.

74 In earlier periods in the history of the world market, the emergence of the Netherlands,
England, and the United States to global pre-eminence was fuelled in good measure by
trade surpluses (see Arrighi 1994).

75 Smith 2013b. China’s trade surpluses were once again at record heights in 2015 (Turner
2015, p. 181).



252 chapter 9

According to a study published in Nature there are nine ‘planetary bound-
aries’ within which the 10,000 years of human civilisation has unfolded. The
boundaries concern climate change, ocean acidification, stratospheric ozone
depletion, nitrogen and phosphorus cycles, global freshwater use, changes in
land use, biodiversity loss, atmospheric aerosol loading, and chemical pollu-
tion.76 According to the authors of this study, if these boundaries are trans-
gressed, the ecosystems within which human civilisations have been embed-
dedwill be significantly transformed.These researchers judged at the time they
wrote their article that there was not sufficient evidence to make an informed
judgement regarding where to place the boundaries for the last two items on
the above list. In their view the best scientific interpretation of the relevant
evidence is that the boundaries have already been surpassed for the first three
listed. And the evidence suggests that all but one of the remaining will be sur-
passed in the near future. Nothing in the years since publication justifies a
reversal of the judgement expressed in the former point, or the prognosis given
in the latter one.

Scientists tend to be circumspect regarding the likely consequences for so-
cial life were these boundaries to be surpassed. Nonetheless, the authors of
the study being discussed write that if the upper-range of projections of global
warming were to occur, it ‘would threaten the ecological life-support systems
that have developed in the later Quaternary environment, and would severely
challenge the viability of contemporary human societies’.77 Particular units of
capital canprosper from ‘disaster capitalism’ for a period.78Over time, however,
the prospects for the capitalist world market as a whole – and of the leading
regions within it – are dire. How is capitalism responding to this existential
threat?

Untold trillions have been devoted to propping up the global financial sys-
tem, pushing environmental funding aside. The resulting government deficits
have strengthened what often approaches a de facto veto power over gov-
ernment spending by global capital markets, which have consistently and all
too predictably given more priority to the interests of investors than climate
change. The need to spur economic activity in a period when so much capital
is in danger of being destroyed or devalued will focus scientific-technological

76 Rockström et al. 2009.
77 Rockström et al. 2009, p. 473, emphasis added. See also Gordon 2014, a report of the Risky

Business Project. This Project, supported by a ‘who’s who’ of prominent economists and
economic policy elites, is comparably emphatic regarding the threat posed by present
environmental trends.

78 Klein 2008.
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research even more on projects with commercial potential in the short- to
medium-term, whatever the long-term environmental consequences (cf. the
fracking technologies and technologies for intensifying consumerism, both
hailed by business consultants as ‘game changers’ for the us economy).79 Oil
companies, whose estimated 2,795 gigatons of fossil-fuel reserves are worth
approximately $20 trillion, are using every last bit of their immense political
influence to valorise every last drop of oil, even though what they own has
been reckoned to be five times more than what can be burned safely.80 And
in a world of excess capacity those firms that do develop superior technolo-
gies from an environmental point of view are not especially inclined to share
them at low cost with competitors. Their future hopes of valorisation rest on
the productive capacity of competitors being destroyed, not improved.

Substitutes for exhausted natural resources will continue to be found; new
methods of production using fewer natural resources and generating fewer
wastes will be discovered; new techniques for processing wastes into non-
harmful or useable substances will be introduced. Nonetheless, as we saw in
Chapter 8 there is a good reason to renounce the faith that a ‘technological fix’
will save us. The ‘growor die!’ imperative tends to lead to greater environmental
costs in the aggregate, even when the environmental costs per unit of output
decline (the ‘Jevons paradox’).

Liberal egalitarians have insightfully explored the normative issues associ-
ated with intergenerational justice and environmental ethics. In this context
too, however, they have defined the problem primarily in terms of a failure of
political will to institute the needed environmental policies, and in terms of a
need to evolve cultural beliefs granting more attention to our role as stewards
of the environment. But the idea that a break from the hyper-temporality of
capitalism and its ‘growor die’ imperativemight be required has not been artic-
ulatedwithin that framework. If the environmental crisis cannot be adequately
addressed without a radical rupture from capitalist social relations, and if the
need to seriously address the environmental crisis is becomingmore andmore
pressing as ‘planetary boundaries’ are surpassed, the core thesis of liberal egal-
itarianismmust be abandoned.81

79 Lund, Manyika, Nyquist, Mendonca and Ramaswamy 2013.
80 McKibben 2013.
81 As Richard Smith writes, ‘[C]apitalism has no solution to the ecological crisis, no way to

put the brakes on collapse, because its only answer to every problem is more of the same
growth that’s killing us’ (R. Smith 2013, p. 150).
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Conclusion

We should take a moment to appreciate the extent to which neoliberalism
has been a tremendous success from the standpoint of capital. Profit levels
significantly recovered after the slowdown of the 1970s. While levels of growth
in the global economy did not reach those of the post-wwii ‘golden age’, they
didnot diverge significantly fromwhathadbeenattained inpreviousperiods of
capitalist expansion.82 The value of financial assets in general, and the us stock
market in particular, trended steeply upwards for an unprecedented period of
time. A case could bemade that the technological dynamismof this periodwas
unsurpassed; at least it is doubtful whether there has ever been a technology
trajectory with the steepness of the information technology revolution, or one
that has spawned new industries, new firms, and new products at a faster rate.
The explosion of trade and foreign direct investment facilitated historically
unprecedented rates of growth in East and South Asia. In poor regions of the
global economy more people were lifted out of poverty than in any previous
period of human history by official measures. And the cultural consensus in
favour of capitalism was probably even deeper and more extensive across the
globe than it was in the quarter century after World War ii. Most of all, a
destructionanddevaluation of capital didnot occur onanythingapproaching the
scale that comparable overaccumulation problems had set off in the past. Capital
accumulation revived.

The astounding increase in credit money, beginning after WorldWar ii and
only exploding after the break from gold in the 1970s, played a crucial role in
this revival. In 1964 total credit in the us was just past $1 trillion. By 2007 it
had increased 50 times to $50 trillion.83 The us, as the privileged nation whose
national currency serves as the dominant form of world money, was able to
extend the credit creation process far past what other regimes were able to
do. Nonetheless, the general tendency for credit creation to increase generally
holds throughout the major regions of the globe (the Eurozone, Japan, China,
and so on). But this explosion of creditmoney has not generated a proportional
increase in economic growth. An ever-increasing amount of credit has been
required in order to generate a given increment of economic growth (the

82 McNally 2010; Duménil and Lévy 2011. Of course, the periphery was another matter
(Toussaint 1999). The recurrent crises occurring there did not accidentally accompany
neoliberalism; they were central to the neoliberal strategy of ‘accumulation through
dispossession’ (Harvey 2003).

83 Duncan 2012, p. 2.
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ratio of debt to gdp has increased over time).84 And growth rates in the
global economy as a whole have trended downward, despite the tremendous
expansion of credit (and despite the absolutely unprecedented high rates of
investment and growth in East Asia).

The contrast between the role of credit today and that in previous cyclical
developments must be comprehended if we are to make sense of the present
phase of capitalism. Easily available credit has always been a component of the
rapid growth characterising cyclical upswings. The continuation of easily avail-
able credit (at higher interest rates) has been central to what Marx termed the
‘overexertion’ phase of cycles, enabling growth to continue despite fewer profit-
able innovations, despite shifts in the balance of power in labour markets and
labour processes, and despite the threat of excess productive capacity in key
sectors.85 As noted above, the repayment of loans granted by some financial
agents in a given period generally depends upon other financial agents rolling
over andexpandingother loans in the succeedingperiods. At some indetermin-
ate point, the faith that future lenderswill continue to lend at the required rates
will dissipate among a critical mass of lenders, often due to some event trivial
in itself. At that point the overexertion phase of the systematic cycle of accu-
mulation abruptly concludes. Loans cease to be automatically rolled over and
expanded; debts begin to be called in. A sharp rise in demand from borrowers,
needing cash to meet pressing debt obligations, pushes interest rates sharply
higher,making it yetmore difficult for others to roll their debts over. A panicked
rush to hard cash to meet payments as they come due forces desperate selloffs
of financial assets, leading to sharp declines in their prices. The asset side of
the balance sheets of those holding those assets erodes, condemning many to
insolvency. A generalised credit crunch, in short, sets off amajor downswing in
the systematic cycle.86

84 ‘In 1968 credit exceeded gdp by 1.5 times. In 2007, the amount of credit in the economy
had grown to 3.4 times total economic output’ (Duncan 2012, p. 2; see also exhibit 3.18,
p. 49).

85 Marx 1981, p. 619. ‘Themaximumof credit is the same thing here as the fullest employment
of industrial capital, i.e. the utmost taxing of its reproductive power irrespective of the
limits of consumption. These limits to consumption are extended by the stretching of the
reproduction process itself; on the one hand, this increases the consumption of revenues
by workers and capitalists, while on the other it is itself identical with the stretching of
productive consumption’ (Marx 1981, pp. 613–14).

86 This account, developed in Part Five of Capital, Volume 3, is closely related to the theory
of ‘long waves’ of development defended by Ernest Mandel (Mandel 1995), the concept
of ‘systematic cycles of accumulation’ developed by in Arrighi (1994, 2007), and the great
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In Part Five of Volume 3 of Capital Marx severely criticised the so-called
‘banking school’ for advocating Central Bank operations to protect gold
reserves throughhigher interest rates during a credit crunch.This policy greatly
exacerbated the social costs of downswings. But Marx did not believe that the
more accommodating policies of the ‘currency school’ could prevent severe
downswings from occurring. Sooner rather than later, overaccumulation in the
‘real’ economymust be addressed by devaluation or the outright destruction of
invested value.

A note inserted by Engels in Part 5 suggested that soon after Marx’s day,
policies alleviating panics by infusing liquidity in response to credit crunches
were being introduced.87 The discussion of neoliberalism in this chapter sug-
gests, I think, that an even stronger revision is required to capture the contem-
porary period: the moment of ‘overexertion’ in the course of an economic cycle
can now be extended to an unprecedented degree in regions where the Central
Banks have control over the regional currencies. The extraordinary policies of
quantitative easing instituted by so many key Central Banks across the planet
in response to the Great Recession are but the latest andmost extreme illustra-
tions of the point.

Anyone aware of the horrific human suffering inflicted by extended down-
swings would be greatly tempted to regard avoiding them as a good thing. But
from the standpoint of capital, matters are mixed. Throughout the neoliberal
period most of the major sectors of the world market continued to be beset
by overcapacity. If anything, these difficulties tended to intensify, as China and
other regions rapidly industrialised.88Without a sufficiently significant devalu-
ation and destruction of the value of previous investments, the major sectors

surges of capitalist development discussed by the neo-Schumpeterian economist Carlota
Perez,whose views are discussed in the following chapter (Perez 2002). I shall not examine
the similarities and differences here.

87 Marx 1981, p. 620.
88 The new ‘networked economy’ producing computers, communication equipment, semi-

conductors, and so on, very quickly proved as susceptible to excess capacity as the old
industrial economy (Brenner 2009). The percentage of fixed assets (factories, machines,
computers, etc.) employed at the depth of the Great Recession (67 percent) was much
lower than in previous recessions (75–80 percent), a clear sign of serious overcapacity
difficulties. At the end of 2009, 30 percent of capacity remained unused in the us and
Europe (Roubini and Mihm 2010, p. 278). In many third world countries the figure was 50
percent (Westra 2012, p. 178). If we wish to understand why us corporations are estimated
to be now sitting on around $3 trillion of cash and other forms of liquid funds (Moran
2012, p. 212; The Economist 2014, p. 68), persisting overaccumulation in the world market
is the place to start.
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of the world economy will continue to be threatened by overcapacity. Today,
a greater and greater number of ‘zombie’ firms walk among us, incapable of
operating as proper units of capital (that is, as vampires, not zombies), kept
alive only through greater and greater transfusions of credit.89

From this perspective a high stakes game of chicken is being played on the
stage of the global economy. There is every reason to think that excess pro-
ductive capacity must eventually be destroyed or devalued on a gigantic scale,
perhaps not sooner rather than later, but surely sooner or later.90 Zombie firms
must eventually be killed outright and not allowed to persist in a state of liv-
ing death. But it is uncertain which units of capital from which regions will
eventually suffer this fate. Despite the rhetoric (and real complications) of
globalisation, it remains the case that capitalist states still attempt to protect
capitals of special importance to their national economies, selecting policies
intended to shift the costs of any devaluation and destruction of value else-
where as much as possible. (The European Central Bank acts analogously). No
state officials believe that exceptional and extreme policies like quantitative
easing can be pursued until the end of time. But theymaywell hope that if they
can hold on long enough, ‘their’ capitals will remain alive, and zombie capitals
headquartered elsewhere will be the ones destroyed. From this standpoint the
astounding increase in debt, the striking decline in the ratio of debt and gdp
growth and the secular decline in growth rates are all intelligible.

The otherwise astounding lack of ‘deleveraging’ in the global economy in the
years since the so-called ‘Great Recession’ also begins to make sense from this
perspective. A 2010 report of theMcKinsey Global Institute examined previous
episodes of ‘balance sheet recessions’ like the Great Recession, where high
levels of debt on the liabilities side of balance sheets were no longer ‘balanced’
by financial assets whose value had proven wildly overinflated. Repairing the
books of governments, corporations, and households – that is, lowering debts
to balance liabilitieswith the significantly lowered assets – typically took five to
seven years. But debt has increased since the outbreak of the Great Recession,
rather than declined: ‘since 2007, global debt has grown by $57 trillion, raising
the ratio of debt to gdp by 17 percentage points’.91 There is no mystery here.
Due to the unprecedented amount of credit that has been created in the global
economy there is now anunprecedented amount of capital embodied in (more
or less) zombie banks and corporations still (more or less) alive. Borrowings

89 Harman 2010.
90 See Albert 2013.
91 Dobbs et al. 2015, p. vi.
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can be shifted from one region to another, from one sector to another, from
corporations to household (or the reverse), or from the so-called ‘private’ sector
to the state. But for them to be significantly reducedwould lead to an economy
littered with decaying zombie corpses. It would cause our present contained
depression to lose its claim on the adjective. The critically important Central
Banks in the global economy will do everything possible to defer that day as
long as possible, hoping that somehow enough devaluation and destruction of
value will occur in regions of peripheral importance to global capitalism over
time. Anyone retaining hope that the capitalism can be made less predatory
and more humane in these circumstances seems woefully out of touch with
our historical moment.

Implications for Political Philosophy
Rawls’s A Theory of Justice was widely taken at the time of its publication in
1971 as a defence of market societies not as they were, but as they could be
and were in the process of becoming. Rawls was widely understood to have
argued that it was possible for advances to be pushed further and be ever more
securely embedded in the basic structure of modern liberal societies. Prior to
the global slowdown of the 1970s it was possible to believe that Rawls’s political
philosophy interpreted along these lines was in tune with the main thrust of
historical development of capitalist societies. The end of the postwar ‘golden
age’ was the end of this ‘Rawlsian moment’. Rawls’s arguments lost none of
their normative force, and he and other liberal egalitarians continued calling
for reforms to bring the social world closer to the principles articulated in
their theories of justice. But this perspective no longer resonated in the social
world in the same way, just as Keynesian claims that state intervention could
maintain a stable and dynamic full employment economy increasingly fell
on deaf ears. Something had gone wrong, something neither Keynesians nor
Rawlsians anticipated or could fully comprehend.

Immense indebtedness, higher rates of exploitation, a declining share of
wages in national income across the globe, recurrent financial bubbles,
extreme global imbalances, and environmental harms that may ‘severely chal-
lenge the viability of contemporary human societies’, were not accidental
occurrences that could have been avoided if only political elites had better ful-
filled their normative responsibilities.92Measured by the standards of capitalist

92 Nor can these developments be dismissed as features of Anglo-American capitalism, hav-
ing little to nothing to dowithmore enlightened European ‘varieties of capitalism’. Liberal
egalitarians holding this view are urged to consult Streeck 2014,where the European adop-
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rationality, neoliberalismwas a ‘rational’ response to the overaccumulation crisis
of the 1970s. It provided a path for profits to be restored and some growth to
occur even as excess productive capacity continued to afflict the major sec-
tors of the global economy. This crucial insight does not fit easily with the core
thesis of liberal egalitarianism. The narrative of recent decades of world his-
tory that can be developed within a liberal egalitarian framework is simply
not as comprehensive or compelling as the alternative based on the Marxian
critique of political economy. The liberal egalitarian account of the present
neoliberal moment of world history is not so much wrong as incomplete and
inadequate. The critique of neoliberalismmust be extended to a critique of the
capitalism that counts neoliberalism as a ‘rational’ response to its present chal-
lenges.

Two other important positions in contemporary normative social theory
can be considered briefly from this historical point of view before concluding
this chapter. The libertarian philosopher Robert Nozick appealed to a counter-
narrative to Rawls’s, according to which the powers of the state had expan-
ded far beyond what was rationally defensible by the 1970s. In his view the
world historical task was to roll back the state’s interference with individual
autonomy as much as possible and as fast as possible, with Nozick’s own
Anarchy, State and Utopia (1974) supposedly marshalling the normative reas-
ons to justify that project.

Communitarian philosophers proposed a yet different historical narrative
regarding the us, centring on a culture that includes individualistic worldviews
from the liberal tradition alongside a quite different and incompatible com-
munitarian perspective. In Michael Sandel’s interpretation, concern for fellow
citizens as co-members of shared political community has existed alongside
the assumption that the socio-political order is simply a means to allow indi-
viduals to pursue their individual good inpeace. In Sandel’s view, Rawls’s AThe-
ory of Justice mirrors the unresolved (and irresolvable) tension between these
two strands of us culture. On the onehand, Rawls calls for public policies based
on a communitarian concern for fellow citizens. On the other hand, his meth-
odological framework is based on an appeal to what individuals, exclusively

tion of neoliberalism is examined in detail. With each passing day it becomes yet more
implausible to see European social democracy as offering a future path towards a humane
capitalism, andmore obvious that this view illegitimately extrapolates from the (relatively
brief) boom period of recovery after the devastation of World War ii. Class comprom-
ises acceptable to capital in a truly extraordinary boom period are not acceptable after
that phase has concluded. See the essays inWestra, Badeen and Robert Albritton 2015 and
note 23, Chapter 8 above.
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concerned with fulfilling their individual conceptions of the good, find ration-
ally acceptable. For Sandel, far more is at stake here than the cogency of
Rawls’s book, which reflects the political culture of the United States. From
Sandel’s standpoint the conservative reaction against the liberal welfare state
that inaugurated the neoliberal era – which he takes to be the defining polit-
ical event of the last decades of the twentieth century in theus and elsewhere –
should have come as no surprise. It was more or less inevitable that the liberal
conception of the individual would eventually undermine the commitment to
the social programmes of the social state. From the standpoint of the former,
the social state forcibly takes income from individuals and uses it for projects
they did not choose. Sandel argues that liberal egalitarianswhowish to reaffirm
the social state must abandon the metaphysical commitments of liberalism,
embrace a communitarian framework, and work to foster communitarian val-
ues in the community as a whole.93

There is a sense inwhich the neoliberal era represents a ‘Nozickianmoment’
in history. The narrative that excessive interference by state bureaucrats in
the free choices of citizens was somehow at the root of the most serious
socio-economic problems began to resonate widely in the late 1970s. With
an exclusively deontological theory of pre-political individual rights taken as
an unquestioned first premise, Nozick derived conclusions that overlapped in
many significant respects the more consequentialist arguments for the effi-
ciency of markets developed byHayek and others, providing all the intellectual
ammunition the ‘new right’ social movement needed to justify dismantling the
welfare state in the name of ‘justice’ and ‘efficiency’. Neoliberalism, however,
is ‘Nozickian’ only in its rhetoric. If we consider the policies that were actu-
ally implemented, it would make more sense to speak of a ‘communitarian’
moment in that neoliberalism emerged from a state’s (the us’s) attempt to
protect its national economy from a massive destruction or devaluation of
value.

But that is not correct either. Communitarians call on the state to further the
deepest values of a particular political community. That is hardly the neoliberal
project, which aims to replace all community values that are not immediately
reducible to capital’s imperatives. Any contemporary normative social theory
that critically reflects on its historical context must take into account the
explosion of credit money, the increase in the rate of exploitation, neoliberal

93 Sandel 1982. Communitarian criticisms can be fairly applied to many versions of liberal-
ism. In my view, they do not apply to Rawls, accepting his clarification that the original
position simply models the principle that all individuals are equally worthy of concern
and respect, and does not express a commitment to metaphysical individualism.
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globalisation, financialisation, and global imbalances. Libertarianism, com-
munitarianism, and liberal egalitarianism all fail by this measure. The neolib-
eral period has been ‘capital’s moment’, the moment of capital’s resurgence.94

94 Duménil and Lévy 2004.
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TwoModified Versions of Liberal Egalitarianism

In previous chapters I have discussed as the ‘core thesis’ of liberal egalitarian-
ism, the claim that capitalist market societies can operate in amanner consist-
ent with equal concern and respect for persons as ends in themselves when the
proper background conditions are in place. No liberal egalitarian would hold
that we are anywhere close to that point. But in their view a series of normative
advances in this direction can be discerned in the past development of market
societies, and it is possible to pick up the interrupted process of incremental
reforms where it left off, prior to the regressions of neoliberalism.

I have argued in this work that the Marxian challenge to the core claims
of left liberalism is far stronger than most social theorists have recognised.
It is impossible in principle for capitalist market societies to ever adequately
institutionalise the principle of equal moral concern and respect. In gener-
alised commodity production, the circulation of commodities and money is
fundamentally not a means to further fundamental human interests. It is first
and foremost a means to further the good of capital. It may be correct to say
that capital’s end (the self-valorisation of value) is compatible with furthering
human autonomy and well-being in certain respects and in certain circum-
stances. Itmay also be correct to hold that political regulation of capitalistmar-
kets is capable of expanding those respects and circumstances. But the compat-
ibility of capital’s good andhumanmatters of normative concernwill always be
profoundly partial and precarious, given the systematic tendencies to coercion,
domination, and exploitation in the capital/wage labour relation, overaccumu-
lation crises, financial crises, environmental crises, and severe global inequality
and poverty. In the present phase of capitalist development these tendencies
are operating with immense force, with no prospect in sight of that changing.
Normative social theoristsmust fully acknowledge this feature of our historical
moment.

What follows from these conclusions? For the cynical and the apolitical,
probably notmuch; they will now just have another set of reasons to be cynical
or apolitical. But such people have no doubt stopped reading long ago.What of
those of us who are not completely cynical or apolitical? Must we accept the
conclusion that the biggest challenge posed by the present moment of world
history is to move beyond capitalist market societies? Many reasonable people
will resist this conclusion. Attempts to break from an established social order
will always incur incalculable risks of social disruption and suffering. Histor-
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ical evidence shows that periods of intense social disruption and suffering are
not especially conducive to justice. They tend to be periods in which ruthless-
ness, brutality, and demagogic appeals hold sway. There are no guarantees (to
put it mildly) that the results of such a period today would approach justice
any more closely than the present social order. There is in fact an ineradicable
danger that a social formation much less normatively acceptable than con-
temporary society would eventually be consolidated. From this standpoint it
is not unreasonable to wonder whether an appropriately regulated capitalist
market society could be affirmed as a realistic ‘second best’ alternative, even if
strictly speaking it would not be ‘just’ in the full liberal egalitarian sense of the
term.

Anyone giving an affirmative answer to that question would be ‘beyond
liberal egalitarianism’ by being ‘beyond’ an acceptance of its ‘core thesis’. In
another sense, however, theywould be accepting amodified version of the pos-
ition. They would retain the principle that all individuals are equally worthy of
concern and respect. And theywould defend the same institutional framework
(regulated capitalism), even if they made weaker claims in its defence. These
latter considerations strike me as more significant than the former, and so I
shall refer to this view as a ‘weak’ version of liberal egalitarianism, in contrast
to the ‘strong’ version considered in previous chapters.

Numerous variants of ‘weak’ (or, if you prefer, ‘realistic’) liberal egalitarian-
ism are undoubtedly possible. In this chapter I shall consider the two that I
believe have the most relevance to contemporary normative social theory. The
first can be termed ‘neo-Schumpeterian’, since its adherents reject the Keyne-
sianism presupposed in Rawls’s call for a stabilisation branch of government
and accept instead Schumpeter’s insistence that capitalist market societies are
defined by their ‘creative destruction’, that is, their instability. The second ver-
sion is a liberal egalitarianism for the networked age. Its defenders grant that
capitalism is inherently prone to serious and ineradicablenormative shortcom-
ings, but that the rise of a new mode of production alongside it promises to
improve matters significantly in society as a whole.

After the presentation of these positions in this chapter theywill be critically
examined in the next.

‘Neo-Schumpeterian’ Liberal Egalitarianism

Neo-Schumpeterian economics is fairly close to Marxism in a number of ways.
First and most obviously, both stress the inherent (‘endogenous’) technolo-
gical dynamism of capitalism, in contrast to neoclassical economic theories
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treating technological change as ‘exogenous’ to the economy.1 Second, both
imply that it is impossible in principle for the benefits and burdens of tech-
nological change and economic growth to be distributed in a fair way. Both,
in other words, imply that ‘strong’ liberal egalitarianism is indefensible. Neo-
Schumpeterianism, however, provides the basis for a weaker version of left
liberalism stopping short of Marxian conclusions. This point can be illustrated
through a brief summary of Carlotta Perez’s account of ‘great surges’ of capit-
alist development.2

By Perez’s count, five technological revolutions have set off great surges
of development in capitalism, starting with the first industrial revolution in
England. These surges are inaugurated when a cluster of radical innovations
emerges in a particular region, thanks to the efforts of entrepreneurs and
their financial backers.3 Perez terms this the ‘installation phase’ of a great
surge. The high profits won by early investors in the new economy eventually
set off what she terms a ‘major technology bubble’ in financial markets as
investors stampeded into the new sectors to get a piece of the action (the
‘frenzy phase’). By the time the bubble bursts, the techno-economic paradigm
associated with the technological revolution – that is, a set of shared beliefs
regarding the appropriate uses of the innovations, the skills needed to employ
them effectively, the forms of workplace organisation that allow their most
efficient use, and so on – has spread throughout the economy, along with
a new socio-technical paradigm regarding the institutional adjustments to
the education system, inter- and intra-firm relations, government agencies,
and so on, appropriate to the new period. As soon as the excesses of the
financial sphere are curbed, a ‘golden age’ can then commence, with the high
profits and expanded market demand enjoyed by innovative sectors and firms
leading to higher rates of investment, employment, and real wage growth, yet
more technological dynamism, further high profits, a yet greater extension of
markets, and a generalised advance in living standards. Such a ‘golden age’ in
one region of the global economy will soon have positive spill-over effects on
the world market as a whole.4

1 Smith 2003.
2 Perez is among the most prominent neo-Schumpeterian economists. Perez 2002 can serve

as a representative synthesis of the school as a whole. See also Drechsler, Kattel and Reinert
2011.

3 Marx’s discussion of manufacturing and big industry already showed how a clustering of
radical innovations in a particular region can set the stage for an extended period of rapid
growth in the world market.

4 Perez traces the post-wwii golden age discussed in Chapter 9 to organisational forms that
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In the neo-Schumpeterian account, the very technological dynamism gen-
erating ‘golden ages’ of capitalism also makes it inevitable that they end in
an extended phase of stagnation. Neo-Schumpeterians generally focus on the
‘exhaustion’ of the given techno-economic paradigm, manifested in a slower
rate of innovation and the declining economic significance of the innovations
that do occur, leading to a falling rate of investment, increased bankruptcies,
higher unemployment, and other manifestations of economic decline. This
explanation echoes the paradox underlying Marx’s thesis of the tendency for
the rate of profit to fall: the very technological change that furthers accumula-
tion also undercuts accumulation. The neo-Schumpeterian version of the para-
dox, however, is formulated primarily in use-value terms, stressing how the pro-
duction of innovative use-values slows down with the exhaustion of a techno-
economic paradigm, while Marx insisted on the primacy of value considera-
tions.5 In one interesting passage, however, Perez suggests an account of major
economic slowdowns going beyond a decline in innovation in use-value terms:

While the older industries find it difficult to increase productivity ormar-
kets, the success of the newer ones is marred by the rapidity with which
they reachmaturity and saturation. The accumulated experience and the
already well-developed infrastructure and business practices create very
favourable considerations for the fast diffusion of the last products and
industries exploiting the established externalities.6

This passage suggests that major economic slowdowns may have less to do
with a decline in innovation in use-value terms than with a failure to produce

allowed the full economic potential of the ‘fourth technological revolution’ to be developed,
based on mass-produced automobiles, cheap oil and oil fuels, petrochemicals (synthetics),
internal combustion engines, home electrical appliances, and refrigerated and frozen foods
(Perez 2002, p. 14). The growth in the world market spurred by overseas us investment
then helped extend this techno-economic paradigm to Japan and Europe. Technological
dynamism was undoubtedly a key element of the global economy after the devastation of
the world war. But other factors contributed as well. (A partial list of factors outside Perez’s
framework would include the institution of militarised Keynesianism in the us, the us state’s
geopolitical interest in the rebuilding of Europe and Japan, its role in instituting and shaping
the policies of international agencies (the imf, theWorld Bank, etc.) to ensure an expansion
of trade and investment benefitting us multinational firms, the relative effectiveness of
industrial planning by state agencies in Europe and Japan, and – last but certainly not least –
the political repression of the most militant sectors of the workforce, e.g. McCarthyism).

5 Smith 2010a.
6 Perez 2002, p. 81.
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commoditieswith value, due to anoveraccumulationof capital (and associated
scientific-technical capacities) in key sectors.

Over the course of the ‘great surge’, inventions that fit the techno-economic
paradigmof the given technological revolutionaredeveloped into commercial-
ised innovations. Those that do not are excluded and never leave the lab.When
innovations associatedwith that paradigmno longer deliver high profits, entre-
preneurs begin examining inventions that had been previously excluded by
the now exhausted paradigm. A new great surge of development commences
when a critical mass of inventions that had been excluded by the old techno-
economic paradigm provide the radical new innovations of a new technolo-
gical revolution.

From the standpoint of strong egalitarianism, each and every phase of a
great surge of capitalist development is characterised by significant shortcom-
ings from a normative point of view. In regions where a technological revolu-
tion initially occurs, a few entrepreneurs and investors profit tremendously
in the installation and frenzy phases. Oftentimes this is due simply to the
luck of being in the right place at the right time. And it is always a result of
appropriating the fruits of past and present scientific-technological labour per-
formed by others. Far more social agents are harmed simply by the ‘bad brute
luck’ in Dworkin’s sense (see Chapter 2) of being born and raised in regions
where firms associated with a declining technological paradigm operate. No
neo-Schumpeterian economist would ever deny that only a relative handful
benefit from the frenzy of major technology bubbles, or that the serious social
costs of their bursting necessarily tend to be inflicted on those who did not
benefit from them to any significant degree. While the positive social con-
sequences of the technological revolution aremorewidely dispersed in ‘golden
ages’, systematic social unfairness is stabilised rather than reversed. And in
the subsequent phase of stagnation, finally, the systematic bias in the distri-
bution of the benefits and burdens of technological change strengthens once
again.

There is a parallel unfairness on the level of the global economy. Regions that
cannot afford to operate at or close to the scientific technological frontier are
not able to participate in a new technological revolution, and so they cannot
compete in the most dynamic global markets. When the regions at the centre
of a great surge enter the phase of stagnation, some catching up occurs. The
decline in profits in regions where the technological revolution matured leads
firms to invest elsewhere in the hopes of winning higher profits there. But
this catching up tends to take place just before a new technological revolution
is inaugurated in the wealthy regions, setting off a new period of systematic
divergence in the global economy.
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For neo-Schumpeterians like Perez, then, it is impossible in principle to
assert that capitalist market societies could ever provide all individuals with
anything approaching a fair equality of opportunity to live the sort of lives they
have most reason to value, either in the global economy as a whole or even
in the wealthy regions where technological revolutions occur. To think that
they could is to not understand technological change in capitalism. Needless
to say, the ‘destructive’ aspects of capitalism also rule out anything like the
Rawlsian stabilisation branch required for the full institutionalisation of liberal
egalitarian principles. Nonetheless, a weaker version of the left liberal position
remains defensible from Perez’s point of view. This conclusion is partly based
on the claim that the destructive dimensions of capitalism can be minimised
by intelligent and compassionate public policies, even if they can never be
eliminated entirely. But the conclusion is mostly based on the claims that the
destructive aspects of capitalism are simply the price that has to be paid to
enjoy its ‘creative’ aspects, and that these aspects of capitalism further human
flourishing and autonomous agency to a degree thatmakes theman acceptable
second best to the unrealisable ideal of strong liberal egalitarianism.7

From this perspective a more optimistic assessment of potential historical
developments can be developed than that presented in the previous chapter.
Perez asserts that the only thing standing between us and a golden age based
on the technologies of the fifth technological revolution is effective regulation
of the financial sector to prevent further speculative bubbles.

Finance has done its job and overstayed its welcome at the helm of
investment; it is time for production capital to take over and to fully
unleash across the world the wealth-creating potential already installed.
This will require governments to once again design appropriate policies
and provide the general guidelines.8

The transformation effected by the information and communications
revolution … has already provided the world economy with a gigantic
innovation and growth potential to be tapped by all sectors of activity
and across the planet … The massive and varied investments required
will open abundant profit opportunities while bringing employment and
increasing incomes to greater and greater portions of the population of
all continents.9

7 See Morris 2010 for an appreciation of capitalism’s unprecedented accomplishments.
8 Perez 2009, p. 801.
9 Perez 2009, p. 803.
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I argued in the last chapter that the long-deferred threat of a massive
destruction of excess capacity continues to haunt the world market. Perez and
other neo-Schumpeterians do not take this danger sufficiently into account.
But suppose the present ‘overexertion’ phase does giveway to an outright Great
Destruction of Excess Capacity. The horrific consequences for the social world
will surely be incompatible with strong liberal egalitarianism. Nonetheless, a
Schumpeterian might ask, must we give pessimism the final word? Capitalism
has always been, and will always be, characterised by ‘creative destruction’; if
wewant the creativity,wemust accept the destruction. But capitalismhas recu-
perative powers that would make a phoenix envious. From the standpoint of a
more modest and realistic version of liberal egalitarianism, these recuperative
powers provide reasons to hope. It might seem strange to discuss the prospects
for a new ‘golden age’ as the global economy continues in a state of ‘contained
depression’ in the aftermath of the Great Recession of 2007–8. But a crisis of a
variant of capitalism need not be a crisis of capitalism itself; it may be a step
towards capitalism’s renewal. Perez reminds us that golden ages have followed
periods of financial frenzy on numerous occasions before, and previous tech-
nological revolutions eventually fostered a golden age after the frenzy periods.
In the us, there were major crises in 1837, 1857, 1893, and 1929. Each time the
economy went on to surpass its previous heights. The costs were undoubtedly
high, but so were the eventual gains. Crises of capitalism have eventually led
to ‘golden ages’ of capitalist development in the past. Why can they not do so
again?

If this dynamic were to play out, no one would say the result would be
normatively acceptable from the point of view of strong liberal egalitarian
theory. The normative problems regarding the capital/wage labour relation
would not be automatically overcome. The limits to the democratic process
and the state form in a capitalist societywould remain, as would the systematic
tendency to uneven development and the global injustices associated with it.
On the other hand, if the present ongoing crisis of neoliberalism eventually
leads to a new ‘golden age’, would not our children and grandchildren be
grateful for present sacrifices made on their behalf? If over time the ‘creative
destruction’ of capitalist development tends to improve access to the material
preconditions for agency and well-being to a degree unmatched by any other
mode of production in world history, there would still be a strong case for
judging that this global order is normatively justified from the standpoint of
a modest, but realistic, version of liberal egalitarianism.

A renewal of the social-democratic reforms interrupted by the neoliberal
counter-revolution of the 1970s could allow greater categories of the previously
excluded in the us and other regions at the traditional ‘centre’ of the world
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economy to enjoy greater access to thematerial preconditions for human flour-
ishing. As we saw in the above passages, Perez also insists that the regime of
global governance could bemodified inways thatwould enablemore andmore
groups from the so-called ‘periphery’ to share in these advances as well. From
the standpoint of a moremodest and realistic version of liberal egalitarianism,
aiming for these results is fully appropriate. If they were attained, the social
world would still come up short when measured by the standards of a strong
liberal egalitarian theory of justice. But this development would still count as a
significant normative advance, one that a muchmore modest, but muchmore
realistic, form of liberal egalitarianism could embrace as a defensible ‘second
best’.

Another more modest version of liberal egalitarianism also explores the
potential social consequences of the contemporary technological revolution
and their normative significance.

The Normative Promise of ‘Commons-Based Peer Production’

Yochai Benkler’s The Wealth of Networks: How Social Production Transforms
Markets and Freedom is, I believe, one of the most important contributions to
liberal egalitarian social theory of the last decades.10 Benkler accepts the stand-
ard justifications for private property and capitalist markets. Private property
rights grant owners security of access to goods and services, without which
the ability to make future plans is compromised. Markets necessarily tend to
bring gains in allocative efficiency, since trades will be undertaken freely only if
they are foreseen to bring mutual benefits. Market competition brings gains in
dynamic efficiency as well, due to producers having strong incentives to intro-
duce product and process innovations.

Like other liberal egalitarians, Benkler acknowledges that capitalist market
societies are beset with quite serious normative problems. In contrast to what
I have called strong liberal egalitarianism, however, he believes these problems
are intractable.

10 Benkler has been called ‘the leading intellectual of the information age’ by Lawrence
Lessig (Benkler 2005, back cover). Benkler himself refers to his position – which differs
significantly from classical liberalism, libertarianism, and neoliberalism – as ‘liberalism’
simpliciter. I take this to imply that he regards liberal egalitarianism as the only defensible
form of liberalism today.
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Autonomy
When production and distribution are organised within capitalist firms, indi-
viduals can only participate in economic life if they are granted permission to
do so by the owners/controllers of those firms. This permission will only be
granted if these individuals arewilling to followdirectives issued by the owners
and controllers. Benkler concludes that there is a systematic lack of autonomy
in the capital/wage labour relationship. Benkler here concedes quite a bit to
the Marxian claim that there are strong elements of coercion and domination
in capitalist labour relations.

Public Discourse
In the liberal egalitarian framework, states are required to protect individual
rights, prevent unreasonable concentrations of market power, ensure that all
citizens have the proper social minimum, provide public goods and help avoid
public bads, and soon.Thesemeasures aimat advancing substantive autonomy
andwell-being. Unfortunately, the coercive powers of the state are also a poten-
tial threat to the autonomy and flourishing of individuals, a danger that is
especially acute when political elites and economic elites collude. Contempor-
ary liberal egalitarian theorists accordingly stress the tremendous importance
of a public sphere capable of monitoring exercises of power, checking abuses
of that power, and influencing legislation through public discourse and social
movements (see Chapter 2). As Benkler notes, however, capitalistically owned
media greatly limit the ability of individuals to participate effectively in the
process of political will-formation:

[T]hose who are on the inside of the media [are] able to exert substan-
tially greater influence over the agenda, the shape of the conversation,
and through these the outcomes of public discourse, than other indi-
viduals or groups in society. Moreover, for commercial organizations, this
power could be sold – and as a business model, one should expect it to be
… Second, issues of genuine public concern and potential political con-
tention are toned down and structured as a performance between iconic
representatives of large bodies of opinion, in order to avoid alienating too
much of the audience.11

This judgement counts as a significant concession to the Marxian view that
private ownership of the means of communication systematically privileges
ideological discourse favouring owners and controllers of capital.

11 Benkler 2006, pp. 204–5. Benklermakes it clear that the desire to not alienate the audience
is motivated by the wish to keep advertisers happy.
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Global Justice
Billions of individuals in poor regions of the global economy do not have
access to basic nutrition or medicines. The injustice of this state of affairs
is undeniable for anyone like Benkler committed to the equal worth of all
persons. Lack of access to the scientific knowledge relevant to growing food
and producing medicines is surely one important causal factor underlying
this state of affairs. The root of the problem, however, lies in the underlying
logic of global capitalism, which grants the needs and wants of consumers
with extensive disposable income first priority while making the needs and
wants of those without disposable income invisible.12 Here Benkler concedes
another point Marxist theorists have long insisted upon: there is a class bias
in technological change in capitalist market societies. Agribusiness corpora-
tions fund agricultural research into the genetic manipulation of crops that
primarily go to feed livestock for consumers of meat in wealthy regions, while
next to no investment is done on crops meeting subsistence needs in poor
regions. More is invested in research on medicines to address the acne of sub-
urban teenagers in wealthy regions of the globe than on drugs for sleeping
sickness, which afflicts 66million people in Africa, killing 50,000 of them every
year.13

Benkler does not suggest that these problems can be reversed by simply
tweaking the manner capitalist markets work. They are part of how the ‘deep
structure’ of capital operates. But neither does he abandon the (weak) lib-
eral egalitarian claim that societies with capitalist markets can be normatively
acceptable, even if they cannot meet the standards of strong liberal egalitari-
anism. His defence of this position begins by noting two features of our social
world.

First, societieswith extensive capitalistmarkets have always alsomaintained
a ‘commons’ alongside private property. While private property rights may
provide owners with secure access to the goods owned (assuming these rights
are properly enforced), they simultaneously exclude access to all others (unless
they meet terms for access dictated by owners). I may enjoy the security of
being able to stroll down a path on my own property. But if I were excluded
from every other bit of land by the property rights of others, my estate would
be an intolerable prison. To avoid this result there must be a ‘commons’ along-
side private property (in this case, public roads and walkways to which all have
rights of access). This example shows that there is an inescapable trade-off

12 Kremer 2002.
13 Benkler 2006, p. 345.
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between the relative size of the sphere of private property and market trans-
actions, on the one hand, and the sphere of the commons, on the other.

The second key feature of the social world that Benkler draws attention to
is that there is no one correct balance between the proprietary sphere and the
commons that can be fixed a priori. The major factors determining the proper
relationship between the market sector and the commons change over time.
In any given concrete historical context the technologies available, the relevant
economic variables, and the psychological dispositions of agents in that setting
must all be taken into account.

The paradigmatic technologies throughout the industrial age were large-
scale single-purpose machines, requiring massive investments in fixed capital.
The scale of these investments led to extensive centralised ownership and con-
trol of the means of production through joint-stock companies. If satisfactory
returns on the investments were to be won, economies of scale had to be
obtained from extended runs of standardised products, resulting in an eco-
nomy dominated by private firms devoted to the sale of commodities in mass
markets. Activity within the commons (that is, non-market activity outside
firms) played a necessary social role, providing public infrastructure, publicly
funded basic research, and so on. But the weight of the commons within the
society as a whole was relatively limited.

As in many other reconstructions of economic history, in Benkler’s account
the ‘industrial age’ gives way to an era in which ‘information, knowledge, and
culture have become the central high-value-added economic activities of the
most advanced economies’.14 He gives this familiar story a twist, asserting that
two ‘information ages’ need to be distinguished. The first, the industrial inform-
ation age, remained dominated by the need for large-scale fixed capital invest-
ments.15 The need to attain economies of scale through the sale of privately
appropriable products inmassmarkets continued to hold. A commons contin-
ued to be necessary. But it remained a relatively secondary sphere.

For Benkler, a break from the industrial epoch occurred with the recent
emergence of the networked information age. Thanks to developments that
have brought down the cost of computing power, in relatively wealthy regions

14 Benkler 2006, p. 56.
15 ‘The coredistinguishing featureof communications, information, and cultural production

since the mid-nineteenth century was that effective communication … required ever-
larger investment of physical capital. Large-circulationmechanical presses, the telegraph
system, powerful radio and later television transmitters, cable and satellite, and themain-
frame computer became necessary to make information and communicate it on scales
that went beyond the very local’ (Benkler 2006, pp. 3–4).
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of the global economy (and to an ever-increasing extent elsewhere as well)
a high proportion of adults now own personal computers and other devices
with considerable processing power andmemory. The development of inform-
ation technologies has led to a situation inwhich knowledge products like soft-
ware claim an increasingly central place in economic life. Further, the internet
now enables those engaged in the production and use of knowledge products
to communicate with each other almost instantaneously and costlessly. Elec-
tronic networks also allow additional units of many categories of knowledge
products to be produced and distributed at close to zero marginal cost.

There have always been large numbers of people willing to cooperate with
others in the pursuit of shared interests without market rewards and outside
the authority structures of firms.16 What is different today is that the tech-
nologies and associated economics of the ‘networked economy’ now make it
possible to mobilise the creative energies of such people on an unpreceden-
ted scale. It follows that in the networked information age themost reasonable
way of making the trade-off between the sphere of private property, markets,
and for-profit firms, on the one hand, and the sphere of the commons, on the
other, has fundamentally changed.There is now farmore space for a flourishing
commons than there was in preceding centuries.

There is already overwhelming evidence that ‘nonmarket behaviour is
becoming central to producing our information and cultural environment’.17
For example:

Ideas like freeWeb-based e-mail, hosting services for personalWeb pages,
instant messenger software, social networking sites, and well-designed
search engines emergedmore from individuals or small groups of people
wanting to solve their own problems or try something neat than from
firms realizing there were profits to be gleaned.18

Encryption software, peer-to-peer file-sharing software, sound and image edit-
ors, and many other examples can be added to this list. ‘Indeed, it is difficult

16 Titmuss’s famous study of blood donors showed that offers to pay the market price
for blood tend to result in fewer donors than appealing to the non-monetary values of
potential contributors. Benkler generalises the point: ‘Some resources can be mobilized
bymoney. Social relations canmobilize others. For awide range of reasons – institutional,
cultural, and possibly technological – some resources are more readily capable of being
mobilized by social relations than by money’ (Benkler 2006, p. 95).

17 Benkler 2006, p. 56.
18 Zittrain 2008, p. 85.
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to find software not initiated by amateurs’.19 Individuals cooperating outside
firms and the system of market rewards have also collectively produced and
freely distributed encyclopaedias that have proven useful to millions, entirely
new genres of music, information and commentary about events across the
globe, and so on.

Benkler concludes that today ‘a new mode of production [is] emerging in
the middle of the most advanced economies in the world – those that are
the most fully computer networked and for which information goods and
services have come to occupy the highest-valued roles’.20 He terms this new
mode of production commons-based peer production, defined as ‘cooperative
and coordinate action carried out through radically distributed, nonmarket
mechanisms that do not depend on proprietary strategies’.21 In other words,
a critical mass of the inputs of commons-based peer production, and all of its
outputs, are distributedwithin information networks as free goods, rather than
as commodities to be sold for profit by capitalist firms. And the living labour
that transforms the inputs into final products is organised on the basis of free
association, outside the capital/wage labour relation.

Benkler does not believe that capitalism is about to fade away. In his view
there are certain forms of production (his example is automobile production)
where no alternative to proprietary for-profit production can attain the requis-
ite levels of efficiency. He claims instead that commons-based peer production
can flourish alongside continuing capitalist market relations ‘at the core of the
most advanced economies’:

[N]ew patterns of production – nonmarket and radically decentralized –
will emerge, if permitted, at the core, rather than the periphery of the
most advanced economies. [This] promises to enable social production
and exchange to play amuch larger role, alongside property- andmarket-
based production, than they ever have in modern democracies.22

The normative implications of such a profound social transformation are
bound tobeprofoundaswell. Asnotedmany times throughout thiswork, in the
liberal tradition individuals are taken as basic units of moral concern. Norm-
ative assessments of social practices, institutions, and entire social systems

19 Zittrain 2008, p. 89.
20 Benkler 2006, p. 6.
21 Benkler 2005, p. 3.
22 Ibid.
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are based on the extent towhich they further the autonomous agency andwell-
being of individuals, each of whom warrants equal concern and respect as an
end in him- or herself. Liberal theorists have long argued that market soci-
eties in principle institutionalise the mutual recognition of the equality and
autonomyof individuals far better than alternative frameworks. Inmarket soci-
eties, they insist, individuals have the freedom to engage in trade of goods and
services whenever doing so can be foreseen to further their life plans. And the
efficiencies attained through markets help provide individuals with access to
the material conditions for human flourishing. Benkler accepts these familiar
points. But as we have seen he also understands that autonomy, the vitality of
the public sphere, and global justice are all seriously restrictedwithin capitalist
social relationships, with no possibility of those restrictions being removed. He
insists, however, that the addition of a greatly expanded sphere of commons-
basedpeer productionnowenables amuchmore thorough institutionalisation
of these core liberal egalitarian values than has been possible prior to this point
in history.

Autonomy
Benkler understands that there are strong and ineradicable elements of coer-
cion in the labour market and domination in the labour process. In common-
based peer production, in contrast, the main means of production are owned
by the producers themselves (their computers), while other major inputs into
the production process are available as free public goods. The outputs of pro-
duction (new information goods) can be easily and inexpensively distributed
over information networks. Under these circumstances no one has to ask for
permission to participate, and participation does not require submission to
the authority of others. One can simply decide to participate, and the form
the participation will take, on one’s own.23 By definition, such an arrangement
increases substantive autonomy in society.

Public Discourse
Benkler also grants that capitalist ownership of the means of communica-
tion invariably privileges ideological discourse favouring owners and control-
lers of capital. In the networked information age, in contrast, individuals have

23 This does not, however, mean that activities devoted to these collective projects lack all
structure: ‘these projects are based on a hierarchy of meritocratic respect, on social norms,
and, to a great extent, on the mutual recognition by most players in this game that it is to
everyone’s advantage to have someone overlay a peer review systemwith some leadership’
(Benkler 2006, p. 105).
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a far greater ability to gain access to a diversity of viewpoints regarding the
interpretation of events and policy proposals. When information freely flows
through information networks, a far wider range of individuals has the ability
to contribute effectively to the collective interpretation of events and policy
proposals. (This is itself an important example of commons-based peer pro-
duction). The collective process of sharing information and evaluations of
issues of public interest outside the structures of corporate owned (or state
controlled) media furthers the dynamism of the public sphere far more than
the one-to-many communication flows of capitalistically owned media ever
could.

Global Justice
Finally, Benkler concedes that there is a powerful bias in technological change
in capitalist market societies operating on the global level, undermining the
possibility of attaining global justice in any reasonably strong sense of the
term. The emergence of commons-based peer production promises to improve
matters greatly by making relevant scientific-technological knowledge freely
available in poorer regions of the world market. This knowledge can then be
applied and extended in commons-based peer production projects to address
themost pressing wants and needs in these regions. Public plant breeding pro-
grammes have a very impressive track record of developing seeds appropriate
to the climate and soil of specific regions.With the rise of informationnetworks
such programmes should be evenmore effective in helping individuals in poor
regions of the global economy meet their nutritional needs. In Benkler’s view,
there is also no reason why analogous programmes could not be equally suc-
cessful in producing low-cost (or free) medical drugs in poor regions to meet
the most pressing health needs. These sorts of programmes would not elimin-
ate all forms of injustice from the global economy. But few thingswould further
the ability of individuals to act autonomously and to flourish as they carry out
their life plans more than adequate nutrition and medical care.

Benkler, like the neo-Schumpeterians considered previously, abandons the
core thesis of ‘strong’ liberal egalitarianism. He does not claim that with the
proper background conditions in place, capitalist market societies can ade-
quately institutionalise the normative principles accepted by its adherents.
More specifically, he does not assert that fiddling with ‘background conditions’
can remove the limits to autonomous agency, democratic discourse in the
public sphere, and global justice intrinsic to capitalism.What he does propose
is that a social order combining both a for-profit proprietary sector and a
flourishing sphere of commons-basedpeer production can inprinciple provide
a normatively acceptable ‘second best’:
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The particular economics of computation and communications; the par-
ticular economics of information, knowledge, and cultural production;
and the relative role of information in contemporary, advanced econo-
mies have coalesced to make nonmarket individual and social action the
most important domain of action in the furtherance of the core liberal
commitments. Given these particular characteristics, there is more free-
dom to be found through opening up institutional spaces for voluntary
individual action than there is in intentional public action through the
state.24

Of course the development of information technologies does not in itself
automatically bring about a society in which commons-based peer produc-
tion plays a central role. In most sectors of the economy there are incum-
bents whose profits are directly threatened by commons-based peer produc-
tion. These incumbents have great resources to influence the political and
legal system in the hope of maintaining (or even extending) their privileged
positions. Cultural beliefs regarding the moral justification and economic effi-
ciency of private property and markets can be mobilised to this end as well.
Incumbents have won great victories in the last years, as intellectual prop-
erty rights have been extended in both scope and enforcement.25 Nothing
rules out their enjoying more victories in the future. Fortunately, the stifling
of commons-based peer production is not inevitable either. Incumbents face
strong opposition frommembers of the open sourcemovement, from corpora-
tions selling the hardware used in commons-based peer production, and from
the growing number of corporations that have incorporated commons-based
peer production in their long-termbusiness strategies (ibm is perhaps the lead-
ing example).26

For Benkler, then, the future prospects of commons-based peer production
are open-ended. In principle, he asserts, it is possible for capitalist market
production and commons-based peer production to complement each other,
each making its own important contribution to social life. We do not, he
thinks, have to choose between a for-profit capitalist market sector, on the
one hand, and a sector based on commons-based peer production, on the
other. Simplifying somewhat, in his view the former remains suitable in cases
where the relevant means of production are too expensive to be owned by

24 Benkler 2006, p. 22.
25 Benkler 2006, p. 57.
26 Benkler 2006, p. 46.
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those who contribute their living labour to production, while the latter is
appropriate when the means of production are inexpensive enough to be
owned by those engaged in living labour. If the proper regulatory framework
is in place, each can supposedly flourish in its appropriate sphere in a state of
‘peaceful coexistence’. The relevant practical imperative, then, is to establish of
legislative and regulatory reforms allowing commons-basedpeer production to
flourish alongside a suitably reformed capitalist sector.More accurately, all that
is required is the political will to resist the imposition of a legal and regulatory
framework privileging the short-sighted interests of incumbents:

[F]rom the beginning of legal responses to the Internet and up to this
writing … the primary role of law has been reactive and reactionary. It
has functioned as a point of resistance to the emergence of the networked
information economy. It has been used to contain the risks posed by the
emerging capabilities of the networked information environment. What
the emerging networked information economy therefore needs, in almost
all cases, is not regulatory protection, but regulatory abstinence.27

This should be seen as a twenty-first century variant of the traditional liberal
egalitarian project to establish social democracy.

Two versions of liberal egalitarianism have been presented in this chapter,
both weaker than the ‘strong’ version considered in earlier chapters. The first
appeals to the neo-Schumpeterian notion of ‘great surges of development’
associated with capitalism’s ‘creative destruction’. It holds that the ‘destructive’
dimension of these surges is an acceptable price for capitalism’s creativity, all
things considered, especially when political reforms on the national and global
levels can be implemented to limit the former and extend the latter. The second
variant appeals to the potential for a newmodeof production, commons-based
peer production, to flourish alongside proprietary for-profit production. If this
potentialwere actualised, values of central importance to all liberal egalitarians
(individual autonomy, a democratic public sphere, and global justice, among
others) would be advanced to an unprecedented degree.

If a weak version of liberal egalitarianism proved acceptable, the Marxian
assertion thatweneed tomove ‘beyond liberal egalitarianism’would losemuch
of its force.28

27 Benkler 2006, p. 393.
28 I shall assume that the general line of criticism presented in the following chapter applies

to other variants of weak liberal egalitarianism as well.
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Modified Liberal Egalitarianism and the Present
Moment inWorld History

The neo-Schumpeterian variant of a ‘weak’ liberal egalitarianism considered
in the previous chapter assumes capitalism can continue to follow a pattern
whereby technological revolutions lead to ‘golden ages’. If this happened in the
past, why could it not happen again? The variant appealing to commons-based
peer production highlights profound ways in which societies incorporating
capitalism will be able to institutionalise greater autonomy, democratic public
discourse, andglobal justice thanhasbeenpossible before,making themnorm-
atively attractive to a degree that has not been possible before. In this chapter
I shall argue that the past association between technological revolutions and
‘golden ages’ of capitalist development will almost surely not continue. And
because the future will not be like the past in that important respect, the hope
of theorists of commons-based peer production are bound to be disappointed
as well.

The underlying theme of this chapter is that the present crisis is not merely
a crisis of the neoliberal variant of capitalism. It is a crisis of capitalism itself,
posing challenges to normative social theory in the twenty-first century that
have yet to be sufficiently acknowledged by adherents of ‘weak’ liberal egalit-
arianism no less than by defenders of its ‘strong’ version.

Prospects for a New ‘Golden Age’

Perez and other neo-Schumpeterians stress the ‘creative destruction’ inher-
ent in technological revolutions and ‘great surges’ of capitalist development.
When one cluster of major innovations gives way to another, firms and even
entire sectors employing older techniques disappear. Entire sets of embod-
ied skills are no longer needed. The lives of many workers and their com-
munities are severely disrupted, and previously thriving regions are no longer
prosperous. Intelligent public policies can limit these harms to some extent.
But the destructive elements of capitalism’s ‘creative destruction’ cannot be
eliminated, occurring on a scale of unfairness incompatible with any strong
version of liberal egalitarianism. On the other hand, ‘great surges’ associated
with technological revolutions have in the past included ‘golden ages’, when
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the benefits of technological change spread to previously excluded sectors of
the population. This raises the question whether a more modest, but more
realistic, version of liberal egalitarianism might still be defensible. After all, if
the ‘first best’ is an unrealisable ideal, it is rational to affirm a feasible ‘second
best’.

Talk of a future ‘golden age’ of capitalism undoubtedly sounds exceedingly
odd at present in light of the suffering and radical economic insecurity across
the planet. But there have been four previous technological revolutions in cap-
italism by Perez’s count, and all four led to periods where the benefits of tech-
nological change eventually spread on an unprecedented scale. Why should
we rule out the possibility that the contemporary fifth technological revolu-
tion might do so again? Shouldn’t the long unfortunate history of Marxists’
underestimation of capitalism’s incredible regenerative powers make us wary
of committing that same mistake yet again?

Suppose we accept for the moment it is possible for another ‘golden age’ to
occur again. Suppose further that for the sake of the argument we put aside
worries about exploitation, fetishism, and related matters falling outside the
neo-Schumpeterian horizon. There are still two issues that can be raisedwithin
thathorizoncalling intoquestion the claim that the ‘creative’ dimensionof cap-
italism’s creative destruction is sufficient to make it a normatively acceptable
‘second best’.

A first concern fits under the heading of intergenerational justice, with the
twist that the focus shifts from future generations to present ones. Anyone
holding that all persons are equally worthy of concern and respect must be
extremely wary of justifying the sufferings of some by appealing to the gains
of others. Any plausible theory of intergenerational justice – including one sat-
isfied with an acceptable ‘second best’ – must hold that there is some point
beyond which the suffering of present generations cannot be justified by anti-
cipated gains to subsequent generations. A strong case can be made that the
harms being imposed on present generations by the ongoing crisis of neoliber-
alism exceeds that point. If the present ‘contained depression’ should no longer
be contained, the case will be much stronger still. I shall not pursue this issue
further here.1

A second difficulty arises from the geographical dimension of technological
change in capitalism. Needless to say, the future remains uncertain. But it does

1 The liberal egalitarian critique of utilitarianism discussed in Chapter 2 is obviously relevant
here. Excellent liberal egalitarian accounts of intergenerational justice are found inBarry 1978
andWolf 2009.
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appear that there are good reasons to reject the narrative of inevitable us
relative decline.2 If there is any region capable of leading another ‘golden age’ of
capitalist development due to its technological dynamism, it wouldmost likely
be the us. By all relevant measures the us still has the best-funded national
innovation system in the globe. In 2010 the us accounted for 32.8 percent of
global r&d spending, more than all of Europe combined (24.8 percent), and
far more than either China (12 percent) or Japan (11.8 percent).3 Federal labs
and publicly funded university labs undertake the long-term r&d projects us
capitals need, but do not wish to undertake themselves.4 New programmes
were developed to provide start-ups with the necessary resources to develop
innovations prior to the ‘proof of concept’ required by venture capitalists.
These and other forms of ‘public-private partnerships’ have proven capable of
generating important innovations, including advances inmachine intelligence
and robot dexterity, 3-D printing, the ‘internet of things’, Big Data, socialmedia,
and so on. Challenges remain, of course.5 But technological advances promise
to generate dynamic new firms and sectors, while rejuvenating established
ones.6

2 Arrighi 2007 defends a Marxian version of this narrative of us decline and the rise of China.
3 National Research Council 2012, p. 18. See Panitch and Gindin 2012, pp. 288–9.
4 An analysis r&d Magazine’s annual awards suggests that roughly two-thirds of the most

important (non-classified) innovations in the us in the last decades have emerged from
private/public partnerships (Block and Keller 2011). 17.4 percent of r&d spending in the
us is devoted to basic research; 22.3 percent to applied research and development (that
is, to r&d with medium- to long-term commercial application) and 60.3 percent to r&d
development, focused on short-term results. For the sake of comparison, the proportions in
China are 4.7, 12.6, and 82.7, respectively (National Research Council 2012, p. 205). Everything
else being equal, the former distribution of r&d funds is far more likely to generate a stream
of significant future innovations. (And everything else is not equal; the us is responsible for
more than two andhalf times the global spending onr&dof China). The pattern of allocation
of r&d in China also helps explain why China holds only 1 percent of global patents (filed in
leading patent offices outside the home country), despite accounting for 11 percent of global
r&d.Arrighi’s hypothesis that anewsystematic cycle of accumulation is emergingwithChina
at its centre should be critically evaluated with these figures in mind (Arrighi 2007). The
continued technological dynamism of the us is assessed in Smith 2015b.

5 Reports commissioned bymit and the National Research Council advocate increased spend-
ing on scientific-technical education, a transformed curriculum emphasising science and
mathematics, an expansion of technical training programmes on the junior college level,
various tax breaks and financial incentives to manufacturers, etc. See Berger 2013; National
Research Council 2012.

6 See Chui, Löffler and Roberts 2010; Sirkin, Zinser and Hohner 2011; Manyika et al. 2011; Lund,
Manyika, Nyquist, Mendonca and Ramaswamy 2013.



282 chapter 11

‘Financialisation’ plays a role in this story as well. The creation of credit
money implicitly includes a promise that the national innovation system will
generate a stream of commercialisable innovations in the future. (From the
standpoint of Marxian value theory, this promise is in effect a ‘prevalidation’
that theprivately undertaken labour set inmotionbyus capitalswill be socially
validated in the future through the successful commercialisation of innova-
tions generated within the us national innovation system). The greater the
explosion of credit money in the us through quantitative easing and other
measures, the more this promise is made, and the further it extends in time.
Many of these promises are deceptive; many more will prove delusional.7 But
not all will. Taken in aggregate, there is no reason to think that funds to support
technological dynamism will not be adequately forthcoming.8

This brings us back to the question at hand. In the past, Perez and other neo-
Schumpeterians assert, technological revolutions have set off ‘great surges’ of
capitalist development, culminating in ‘golden ages’ of capitalist development
that raised aggregate living standards in the national economies where they
took place and other regions at the traditional ‘centre’ of the world economy.

7 Krier 2005, 2009.
8 From the standpoint of Marx’s critique of political economy, an important question here is

whether developments in monetary policy like quantitative easing make Marx’s theory of
value and money obsolete. For Marx, money in capitalism is the form of value, the objective
measure of the extent privately undertaken (concrete) labour is socially necessary (abstract)
labour.The essential connection between value andmoney is loosenedwith corporate bonds,
stocks, and other financial assets. While these assets are commodities with a money price,
they do not themselves have a value. They are fictitious capitals, granting holders a claim
on future returns generated by the use of the real assets represented by the stock or bond.
In speculative bubbles the prices of these financial assets lose contact with any reasonable
estimation of future earnings. In Marx’s day if a critical mass of lenders and investors feared
this pointwas approaching (or hadbeen reached), a flight to goldwould commence, restoring
the tie between value and (commodity) money. This mechanism no longer operates in a
world of pure fiat money. This would seem to allow credit money to eventually grow to
the point where the tie between value and money has been irrevocably broken. (In 2007
the Federal Reserve held around $900b of assets. By the middle of 2009 its balance sheet
showed $2.3–2.4 trillion of assets (Roubini and Mihm 2010, p. 153), while the figure at the
end of 2013 was over $3 trillion. The Economist 2013, p. 113.) If this were the case, a defining
feature of capitalism would no longer hold, implying that capitalism had mutated into some
different sort of beast. I do not believe this is correct, due to the connection presented in
themain text between the national innovation system and credit money. Money remains the
form of appearance of value, even when the connection becomes increasingly attenuated in
unprecedented ways.
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Whycouldn’t this happenagain?Whycouldn’t it be combinedwith a renewal of
the social-democratic reforms interruptedby theneoliberal counter-revolution
of the 1970s? And why couldn’t the present regime of global governance be
modified inways enablingmore andmore groups from the so-called ‘periphery’
to share in these advances, as Perez expects? Why, in brief, wouldn’t the ‘cre-
ative’ dimension of capitalism’s ‘creative destruction’ make it a normatively
acceptable ‘second best’ from the standpoint of left liberal values?

We can begin by recalling a passage from Perez quoted in the previous
chapter:

The transformation effected by the information and communications
revolution … has already provided the world economy with a gigantic
innovation and growth potential to be tapped by all sectors of activity
and across the planet … The massive and varied investments required
will open abundant profit opportunities while bringing employment and
increasing incomes to greater and greater portions of the population of
all continents.9

There are powerful reasons to be sceptical of this claim.
I have argued that the unique combination of the world’s most effective

national innovation system and a national currency serving as the main form
of world money may well continue to give us capitalism relative advantages
in the world market. After the global slowdown of the 1970s, the us alone was
able both to place itself at the centre of global financialisation and tomaintain
an unsurpassed national innovation system. Other regions could at most hope
to do one (the uk) or the other (Germany, Japan). Only a region with the
‘exorbitant privilege’ of a national currency functioning as world money could
expand credit money at such a vast scale and over such an extended period as
the us has in recent decades, while simultaneously enjoying an unprecedented
flow of capital inflows receiving relatively low rates of return. We must also
recall that with the mutation of the ‘Great Recession’ into today’s ‘contained
depression’, the long-deferred threat of amassive destructionof excess capacity
has returned to haunt the worldmarket. ‘Zombie’ banks and corporations have
been kept alive through low interests rates and other forms of government
support; at some point rates will rise and support will be curtailed. Many units
of capital incapable of operating as proper units of capital (as vampires, not
zombies) will then go under. As always, the question will then be whowill bear

9 Perez 2009, p. 803.
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the brunt of the destruction and devaluation and who will be spared. It should
go without saying that in the absence of radicalised mass social movements,
the greatest social costs will be imposed on those who do not own and control
capital, whether in a brutal and immediate fashion (the option of the right),
or in a somewhat less brutal and somewhat more drawn out manner (what
counts as the ‘left liberal’ agenda in contemporary politics). But there is another
dynamic at work as well.

In general, countries with extensive surpluses are in a position to displace
devaluations onto deficit regions.10 As a deficit region itself, the us is not in
this position. As long as the dollar plays the role of world money, however, us
capitals can be protected from devaluation through infusions of central bank
liquidity to a greater extent and for a longer period than other capitals in the
world market. This is a capitalist project, albeit one that could not be pursued
on this scale in any previous period of world history. It essentially involves the
state, but state involvement has always been a feature of capitalism’s concrete
historical development.

The relative advantages that neoliberal financialisation provides to us cap-
italism have not been eroded. As long as the dollar remains the major form of
world money, the us will remain in a unique position to create credit money
protecting its capitals from waves of devaluation in the global economy. And
as long as the us possesses the most effective national innovation system, its
national economy will remain in the strongest position to make good on the
promise that a critical mass of the credit money created today will be valorised
tomorrow and the day after. Most importantly, the us is absolutely unique in
being able to combine both advantages simultaneously. If a new ‘golden age’
of capitalist development were to occur, it is most likely to occur in the us
economy (and a handful of allies in symbiotic relationship with it), thanks to
these advantages. But these advantages cannot be generalised. The flip side of
these advantages is the displacement of the costs of destruction and devalu-
ation of excess productive capacity elsewhere. No other region possesses a
Central Bank serving as the de facto Central Banker of the world, with an
unparalleled ability to determine where the horrors of financial crisis would
fall with full force and where they would be alleviated.11 This sort of power
can only be comprehended with the aid of a concept of neo-imperialism, or
empire, or something of that sort. Any version of liberal egalitarianism modi-

10 Germany’s relationship to debtor regions in the euro zone provides a paradigmatic illus-
tration of this point. See Lapavitsas et al. 2012; Wolf 2014, Chapter 2.

11 Toussaint 1999.
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fied to the point of attempting to provide a normative legitimation of a global
order with this sort of power at its heart has degenerated into mere apologet-
ics.

I have been assuming for the sake of the argument that a us-led ‘golden age’
of capitalist development is feasible in the not-too-distant future. I shall now
withdraw this assumption. There are good reasons to think that the future of
capitalism will not be like the past in the respects relevant here. To put the
point as strongly and provocatively as possible: there will be no more ‘golden
ages’ of capitalist development, anywhere. Two sets of considerations underlie
this claim, each of which is sufficient to establish it.

1 Perpetual Overaccumulation Difficulties
us capitalism will likely continue to hold relative advantages in the world
market in the comingperiod, partly due to the fact that it continues to enjoy the
most effective national innovation system. But in capitalism the relevant issue
is not simply who has a competitive advantage in innovation, but how long
surplus profits can be appropriated from successful innovations. Past ‘golden
ages’ of capitalist development have occurred when high profits in key sectors
of the world market have been appropriated for extended periods of time in
particular regions as a result of their competitive advantages.12 The days when
the us possessed the only effective national innovation system are long over.
As a result there has been a significant compression of the length of time high
profits can be appropriated from superior technologies.

Today, four countries spend over three percent of their Gross Domestic
Product on research and development, and another six devote over two per-
cent of their annual economic output on r&d.13 While the us remains first
in absolute spending on r&d by a wide margin, it has slipped from first in
the world ranking of research intensity (measured by the ratio of r&d spend-
ing to gdp) to eighth.14 Other nations also provide relatively extensive public
and private funding for scientific-technical training, have government procure-
ment policies guaranteeing markets for innovative products, implement gen-
erous public policies encouraging private sector investment in technological
change (e.g. accelerated depreciation of fixed capital embodying advanced

12 Arrighi 1994.
13 The Economist 2011, p. 97.
14 oecd 2011, p. 76. The ten largest economies in Asia now spend as much as the us (and

more than Europe) on r&d (The Economist 2012, p. 71).
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technologies), and have financial sectors capable of allocating credit rapidly to
start-ups operating close to the technological frontier.15

In use-value terms this is a recipe for continued technological dynamism.
In value terms things are much more complicated. There are now a suffi-
cient number of effective national innovation systems to ensure that the time
us capitals (or any other capitals, for that matter) can enjoy a monopoly
on innovations is greatly compressed. The moment a cluster of innovations
with great commercial potential emerges, a plethora of extensive research
expenditures, tax breaks, and other direct and indirect subsidies will be set
in motion more or less simultaneously in numerous regions. The period when
high profits can be won as a result of technological advantages therefore tends
to shorten, as innovating industries and sectors in the world market face over-
capacity problems more quickly.16 The period when the commercialisation of
new innovations spurs a sharply higher rate of investment is condensed as
well.

All previous ‘golden ages’ of capitalism were ages when high rates of invest-
ment, economic growth, and real wages gains over an extended period were
enjoyed in regions enjoying a competitive advantage (and therefore ‘surplus
profits from innovation’) in the major sectors of the world market for an ex-
tended period, providing an ‘engine’ for (extremely uneven) growth in the
world market as a whole. This is not likely to ever happen again, given the pro-
liferation of reasonably effective national innovation systems and the resulting
compression of the time extra profits can be won from innovations prior to
the outbreak of overaccumulation difficulties. It follows that golden ages in the
capitalist world market are also not likely to happen again, whether in the us
or anywhere else.17

15 It should not be forgotten, however, that effective national innovation systems remain
extremely costly. Only a relatively few regions can afford to establish them. This is still a
major factor explaining uneven development in the world economy, that is, the ability of
leading centres of accumulation to reproduce their advantages over time (Shaikh 2007,
Smith 2010a, Westra 2012, and Chapters 6 and 8 above).

16 The fate of the ‘new economy’ of the late 1990s provides a textbook case; overcapacity
issues quickly arose in almost every new sector (Brenner 2009).

17 Themainstreamaccount of the failure of global capitalism tomaintain customary levels of
growth in recent years that has received the most attention is probably Robert Gordon’s.
He argues that the innovations making up the information technology revolution have
failed to attain a level of importance comparable to the innovations of previous periods
(Gordon 2012). This hypothesis concerns use-values. I myself do not regard it as a plausible
account of innovative use-values, but that is neither here nor there. The real problemwith
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We know capital’s response to this state of affairs, even if its spokespersons
never articulate it. The tendency for the periodwhen high profits can be appro-
priated from innovations to shorten can be checked if intellectual property
rights are granted andenforced, transformingknowledge goods into excludable
private property. A justification of these rights is close at hand: incentivesmust
be provided for the production of information goods. The extension in scope
and enforcement of intellectual property rights has accordingly been a defin-
ing feature of us-led globalisation in recent decades. This has allowed indi-
vidual corporations with extensive portfolios of intellectual property to enjoy
their own private ‘golden age’. In the so-called ‘knowledge economy’, however,
information is not simply an output. It is also an input into the production of
new knowledge goods, as Newton acknowledgedwhen he spoke of standing on
the shoulders of giants. The more effective intellectual property rights are in
providing incentives to produce information, the more the costs of the inputs
of information production are raised, providing a strong disincentive for the
production of new knowledge. The more effectively the capitalist ‘knowledge
economy’ extends the commodity form to knowledge goods, in other words,
themore its future development is hampered. The very extension in scope and
enforcement of intellectual property rights that furthers valorisation on the
level of particular firms hampers the future prospects of valorisation on the
level of the ‘knowledge economy’ as a whole. It does this in a number of other
ways besides raising the costs of acquiring necessary knowledge inputs for the
production of new information goods:

– ever-more resources must be devoted to unproductive legal expenditures
defending contested intellectual property claims;

– ever-greater efforts must be spent to design around existing intellectual
property claims, generating systematic inefficiencies in scientific-techno-
logical research;

– firms are more able to claim rights to innovations even when they have no
intention of developing them, but simply wish to block competitors from
profitable opportunities;

the claim is that it attempts to answer a question in the value dimension by a direct appeal
to use-value considerations. In capitalism what matters is not so much the quality of
innovations, but rather the quantities of profits associated with innovations for particular
periods of time. Trends regarding the latter can change for reasons that do not havemuch
if anything to do with the former.
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– the greater the monopoly profits from intellectual rights, the greater the
incentive for established firms to use their considerable economic and polit-
ical power to hamper breakthroughs threatening that monopoly; and

– large companies are in the best position to meet infringement suits with
counter-suits, negotiate favourable cross-licensing agreements, and so on;
as a result they are increasingly able to subordinate small innovating com-
panies in emerging sectors, choking economic dynamism whenever profits
in their profitable established lines are threatened.18

Individual companies associated with effective national innovation systems
undoubtedly benefit from intellectual property rights. us capitals, associated
with the most effective national innovation system of all, benefit most of
all.19 But past a certain point the costs to capital of an extension in scale and
enforcement of intellectual property rights begins toneutralise or outweigh the
benefits to capital. This point will reached well before the extension in scale or
enforcement sets off a new golden age.20

2 A Crisis of theWage Labour Form
A second reason for calling into question the possibility of new ‘golden ages’ in
capitalism has to do with the relationship between technological change and
the social form of wage labour. There are good reasons to think that here too
the future will not be like the past.

18 One hardly has to be a critical social theorist to recognise serious problems with the
intellectual property rights system; see The Economist 2015a; Burgess 2015.

19 Apple is perhaps the paradigmatic example. Twelve core technical innovations are incor-
porated in ‘i’ products; all twelve were the fruit of publically-funded research and devel-
opment (Mazzucato 2013, Chapter 5). The patents it has won from designs that integrate
these core technologies have enabled it to appropriate an astounding 30 cents of every
dollar spent on iPads/iPods/iPhones. These intellectual property rights have enabled an
astonishingly small number of people to appropriate an astonishingly high percentage of
the social wealth created by the national innovation system as awhole; the top nineApple
executives have made as much as the 17,000 workers in Apple stores (and the between
89,000 and 95,000 workers in China manufacturing Apple’s products). Mazzucato aptly
terms this state of affairs a ‘parasitical innovation ecosystem’.

20 It is important to note that the period when high profits can be won from enjoying a
monopoly in an innovationwill tend to be compressed for green technologies no less than
for others. As a result therewill be no future ‘golden age’ of capitalism set off by investment
in green technologies, although individual firms with strong property rights may do well.
The level of investment in these technologies (and the associated ‘built environments’
required for their optimal use) will not come remotely close to what is required.
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The introduction of machinery in the first technological revolution had dev-
astating effects on labourers and their communities. The Luddite movement
arose in protest against technologies that eliminated jobs at the very moment
in historywhenworkers and their families hadbecomedependent onwages for
access to subsistence goods. Generations of economists have viciouslymocked
what they termed ‘the Luddite fallacy’. Technologies improving productivity,
they concede, may eliminate jobs in the short-term. But these technologies
also lower unit costs, tending to decrease prices and thereby extend market
demand.As firms grow tomeet this greater demand, they expandhiring. If mar-
ket saturation is eventually reached, lower unit costs free capital to shift from
low growth sectors to expanding sectors, expanding employment there. Tech-
nological change, most economists conclude, does not have any systematic
long-term negative effect on employment. In fact, it tends to expand demand
for wage labour over time. The historical record appears to fully corroborate
this conclusion: the regions of the world market with the most advanced tech-
nologies have generally had relatively low rates of unemployment relative to
regions that have fallen behind.

From a logical standpoint, the argument against the ‘Luddite fallacy’ is itself
a fallacy if its conclusion is taken to be that labour-saving technological change
in capitalism can never result in long-term unemployment. The argument
merely shows that greater unemployment will be avoided if more new pos-
itions in the economy are created through expanded market demand than
are eliminated through the labour-saving technologies. It also would be a fal-
lacy to jump from the fact that technologically developed regions have in the
past enjoyed relatively low unemployment to the conclusion that this must
be the case everywhere and always. It could well be the case that technolo-
gically induced unemployment has been displaced from regions of the ‘centre’
of the worldmarket to its periphery, rendering the ‘surplus population’ created
by capital invisible to economists taking national economies as their units of
analysis.21

Finally, we cannot exclude the possibility that future expansions of the
market in the centre will no longer generate new employment opportunities
at a rate comparable to earlier phases in the history of capitalism. There are in
fact reasons to think that the relationship between technological change and
wage labour is being significantly transformed:

21 See Patnaik 1997.
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i) The trajectory of advances in information technology, captured in
‘Moore’s Law’, has been unprecedentedly steep.22 There is every reason to
expect this rapid rate of advance to continue into the indefinite future.23

ii) Given i), the range of informational processing tasks involved in the
production and distribution of commodities presently accomplished by
humans that machine intelligence can accomplish more reliably and
cheaply than human intelligence will tend to increase over time.

iii) Given i), there will also be an increasing range of tasks that can only be
accomplished by machine intelligence.

iv) Market pressures tend to lead firms to adopt the use of machine intelli-
gence whenever it promises to accomplish tasks associated with produc-
tion and distributionmore reliably and cheaply than human intelligence,
andwhenever there are tasks associatedwithproduction anddistribution
that can only be accomplished by machine intelligence.

v) The number of informational processing tasks involved in the production
and distribution of commodities is systematically significant (that is, are
crucial in the aggregate for social reproduction).

vi) Given iii–v, the percentage of jobs that can be expected to be eliminated
due to advances in machine intelligence is systematically significant. In
other words, the ratio of new positions created in response to expanded
markets to old position eliminated through labour-saving technologies
will be considerably lower than it has been in the past.

It is therefore reasonable to foresee an immense increase of the ‘surplus pop-
ulation’ in both absolute and relative terms in the present epoch of world his-
tory.24 ‘Surplus’, that is, relative to the needs of capital.

22 Moore’s Law states that the computing power of processors roughly doubles every 18
months. Analogous claims can be made regarding the trajectory of developments in
other key elements of computer hardware, such as memory. Software appears to progress
even faster than hardware: ‘Computer scientist Martin Groetschel analysed the speed
with which a standard optimization problem could be solved by computers over the
periods 1988–2003. He documented a 43 millionfold improvement … Processor speeds
improved by a factor of 1,000, but these gains were dwarfed by the algorithms, which got
43,000 times better over the same period’ (Brynjolfsson and McAfee 2012, p. 18; see also
Brynjolfsson and McAfee 2014, Chapter 3).

23 This expectation is based on the promise of quantum computing, massively parallel
processing, and so on.

24 ‘ai capability may start out by being built into the productivity applications used by
workers, but over time, itwill evolve to thepoint that these applications canperformmuch
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The wage labour form is not about to be eliminated. Some tasks will remain
extremely difficult and costly to automate in the foreseeable future. Others will
prove impossible to duplicate with machine intelligence within any relevant
time frame.Wemust also recall that from its inception capitalismhas tended to
generate a ‘surplus population’ (relative to the needs of capital), and that wage
labour has never been the sole form of labour contributing to the reproduction
of capitalist societies.25 But there is still something new here: the scale in
which the wage labour form is threatened by technological change. To invoke
the hoary cliché, at some point quantity becomes quality, and the ability of
capitalism to reproduce itself through the wage labour form in anything like
the ways that have characterised it thus far in history is called into question, a
development Marx anticipated in his excursus on the ‘general intellect’ in the
Grundrissemanuscripts.26

Marx points to an ineluctable tension in capitalism between the drive to
reduce labour costs and the need to expand consumption as productive capa-
city increases. Historically, the wage labour market has provided an important
(if very imperfect) mechanism for working out a rough balance of the two, at
least for certain periods in certain places. That mechanism is now significantly
less effective, due to the astoundingly steep trajectory of advance in inform-
ation technologies. This generates a crisis of capitalism as a system of social
reproduction, superimposed on the crisis of the neoliberal variant of capit-
alism. If a significantly lower percentage of the population were able to gain
access to an adequate level of means of subsistence through labour markets,

of the work autonomously …The result is likely to be substantial job losses for knowledge
workers and a flattening of organizational charts that will eliminate large numbers of
middle managers … Many of these people will be highly educated professionals who
had previously assumed that they were, because of their skills and advanced educations,
beneficiaries of the trend toward an increasingly technological and globalized world’
(Ford 2009, pp. 84–5; reaffirmed in Ford 2015). Frey andOsborne’s exhaustive study for the
Oxford Martin Programme on the Impacts of Future Technology estimated that roughly
47 percent of the existing jobs in the us could be performed by machines within the
foreseeable future (Frey and Osborne 2013).

25 Non-wage forms of labour in capitalism fall under three main categories, all of which
continue to be significant in contemporary capitalism. 1) The contribution to social repro-
duction of unpaid domestic labour has been literally incalculable (see Federici 2004, De
Angelis 2007). 2) Capital has not beenhesitant to directly coerce labourwhenever that has
promised the greatest returns and the balance of social forces allowed it. 3) No capitalist
society has ever lacked an extensive ‘informal sector’ beyond the formal labour market.
See Banaji 2010.

26 Marx 1987a, p. 92; Smith 2013a.
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talk of a future ‘golden age’ in capitalism would obviously ring hollow indeed.
And if a relatively high percentage of the jobs threatened with extinction in
the near future have been especially crucial to the reproduction of capitalist
society – those held by ‘organic intellectuals’ of capital, so-called ‘middle class’
professionals who have so often provided a strong conservative voice in favour
of maintaining this social order – that too would justify talk of an incipient
crisis of capitalist social relations.27

Automationmay contribute to a renaissance of usmanufacturing. As it does
so, however, it will also increase the ‘surplus population’ substantively in abso-
lute and relative terms, both in the us and the global economy as a whole.
It is simply not reasonable to assume that the most dynamic sectors of the
worldmarket in the remainder of the twenty-first centurywill be able to absorb
the labour displaced in older sectors the way the factories of the twentieth
century effectively absorbed rural labour displaced by the mechanisation of
agriculture. This generates a powerful deflationary tendency in the world mar-
ket, reinforced by the relentless pressure on real wages imposed by the growing
surplus population.

Capital has numerous disciplinarymechanisms to control a surplus popula-
tion; they may or may not prove successful. It also had an effective mechanism
for checking the deflationary bias created by a rapidly growing surplus popula-
tion, the vast expansion of household debt. That card, however, seems to have
already been played.28 In a world of persisting overcapacity in all major sec-
tors, increased investment will also not overcome deflationary pressures. The

27 The use of information technologies to push ‘knowledge work’ into the informal sector
of precarious labour is relevant here. Projects involving knowledge work will be disag-
gregated into small fragments. Information about the skill sets and work experiences of
massive numbers of knowledge workers across the globe will be collected in huge data-
bases. Programmedwithmathematicalmodels of labour processes and the skills required
to complete them, algorithms will identify workers in the databases with the capacities
to complete a particular fragment. These knowledge workers will then bid against each
other for the privilege of being hired to complete the particular fragment (Baker 2008;
O’Connor 2015). While agents in this position will not necessarily become radicalised in
a progressive direction – they may become cynical, or apolitical, or turn to the irrational
populism of the right – their least likely response is to affirm the normative justification
of the situation they find themselves in.

28 Theorists concernedwith the social effects of automation typically call for a basic income
grant (e.g. Ford 2009, 2015). But as argued in Chapter 8, a level of basic income large
enough to counteract the growing gapbetween the rate of increase of productivity and the
rate of increase of real wages will almost surely prove incompatible with the capital/wage
labour relation, based as it is on the compulsion of the latter to submit to the former.



modified liberal egalitarianism and the present moment 293

level of government spending required to make up the difference would likely
undermine capitalist social relations. That leaves the hyperconsumerismof the
top strata. But the global plutocracy has been engaged in hyperconsumerism
for quite some time now already. How much of an increase can be reasonably
expected at this point?

A competitive advantage in productivity will not matter very much if the
gap between productivity advances and real wages in the world economy
becomes an ever-greater chasm. A competitive advantage in the technologies
of mass customisation will not matter very much in a world market where the
mass customer base has eroded. In the world economy as a whole there is an
irresolvable tension between the drive to automate and the need to reproduce
the capital/wage labour relationship. We appear to be approaching the period
when this tension reaches a breaking point.

The Prospects of Commons-Based Peer Production

The second modified liberal egalitarianism discussed in the previous chapter
appealed to a ‘new mode of production’, commons-based peer production.29
Benkler insists that a social world including commons-based peer production
alongside market based for-profit capitalist production would count as a signi-
ficant normative advance from the standpoint of essential liberal egalitarian
values, due to the manner in which commons-based peer production tends
to further individual autonomy, democratic deliberation in the public sphere,
and global justice. This is a contemporary twist on the traditional liberal egalit-
arian theme that a suitably reformed version of capitalism can be normatively
defended. In this version the reforms in question do not overcome the serious
normative shortcomings of capitalism, which are conceded to be intractable.
The reforms instead simply aim to prevent incumbent firms and their political
allies from eroding the space for commons-based peer production to flourish
alongside capitalism. Inmy view, however, capitalism is a totalising system that
will ceaselessly endeavour to shape commons-based peer production to serve
its needs, severely limiting any gain in autonomous agency, a dynamic public
sphere, and global justice. A normative assessment that does not fully acknow-
ledge the severity of these limits is inadequate.

29 I discuss this position at greater length in Smith 2012b.
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Autonomy
Benkler’s discussion of autonomy focuses on the activities of those engaged
in commons-based peer production. Insofar as participants in this practice
choose what projects they wish to contribute to, the parts of the project they
will work on, and howmuch of their free time they will devote to the project, it
does indeed make sense to speak of autonomous agency here. But the limits
to these gains in a world where capitalism remains in place are extremely
significant from a normative point of view.

1. There is an ambiguity in Benkler’s description of the place commons-based
peer production can take in the social world. Sometimes he talks of the sphere
of commons-based peer production as being at the ‘core’ of the contempor-
ary economy. Other times he pictures it as merely operating ‘alongside’ for-
profit market production. His offhand remark that ‘someone needs to work for
money, at least some of the time, to pay the rent and put food on the table’,
appears compatible with both descriptions, at least at first glance.30 But mat-
ters appear differently when we reflect on his implicit admission that the time
devoted to commons-based peer production does not come from a reduction
in the time devoted to wage labour. Instead, ‘the time can be drawn from the
excess time we normally dedicate to having fun and participating in social
interactions’.31 Thismust be seen as an implicit acknowledgement that the cap-
ital/wage labour relation remains the central mechanism for social reproduction
after the rise of commons-based peer production. This implies that monet-
ary reward is not simply one sort of psychological motivation among others,
as Benkler also assumes.32 As we saw in Chapters 4 and 5, the acquisition of
money remains an objective necessity in our world, whatever our subjective
dispositionsmight be. The use of moneymay be amatter of mere convenience
in societies with markets. But in capitalist market societies individuals are com-
pelled to obtain access to money. To be without ‘the god among commodities’
is to be outside the social universe.33

The economic agents Benkler discusses may own some of the means of
production required for commons-based peer production (their personal com-
puters) and have free or relatively inexpensive access to others (the Internet).

30 Benkler 2006, p. 100.
31 Benkler 2006, p. 101.
32 Benkler 2006, pp. 92ff.
33 Marx 1986b, p. 54. Once again: ‘[E]ach individual … carries his social power, as well as his

connection with society, in his pocket’ (Marx 1986b, p. 94).
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But insofar as capitalismpersists, they donot have access to theirmeans of sub-
sistence as a matter of right. Nor do they have access to the means of produc-
tion required to produce these means of subsistence. Since the means of sub-
sistence generally remain in the commodity form, these agents must acquire
monetary resources to obtain them. However autonomous they may be while
engaged in commons-based peer production, they, like other agents who do
not own or control capital,must gain access to themoney required to purchase
means of subsistence. This is a form of social coercion, even if overt violence or
its threat is absent. In the typical case they themselves will gain access tomon-
etary resources by offering their labour power to capital as a commodity. In
other cases, they will be economically dependent on someone in their house-
hold who sells his or her labour power as a commodity.

Since wage labourers will not be hired unless those who own and control
capital foresee that the former will engage in surplus labour, that is, labour cre-
ating an amount of economic value exceeding the value of their wages, wemay
also speak of those who are engaged in commons-based peer production (or
members of their household) as being forced into a situation of exploitation.34
Participants in commons-based peer production may enjoy a certain degree
of autonomy outside the capital/wage labour relation. Insofar as much of their
remainingwaking time is subject to structural coercion and exploitation inside
the capital/wage labour relation, however, the restrictions on their autonomy
remain profound. When we normatively assess the society as a whole, then,
there are good reasons to weigh the latter more than the former.

2. In Benkler’s words, once again, time devoted to commons-based peer pro-
duction is ‘time … drawn from the excess time we normally dedicate to hav-
ing fun and participating in social interactions’.35 Having a choice about how
those formally employed spend their time outside the capitalist workplace is
not without normative significance. But once the topic of time has been intro-
duced, we should not forget that the default setting in capital is to use pro-
ductivity gains to increase output, rather than to decrease time spent in wage
labour for a given level of output. Capital is accumulated through the produc-
tion and sale of commodities, and not by the expansion of workers’ free time.
In Chapter 6 I argued that there is surely some point past which human flour-
ishing would be better furthered by using productivity advances to limit the
time spent in formal labour, leaving more time for relations with family and

34 Marx 1976a, p. 724.
35 Benkler 2006, p. 101.
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friends, participation in community affairs, and projects of our own choosing.
The rise of commons-based peer production greatly adds to the list of projects
of our own choosing that could be an important part of living the sorts of lives
we have most reason to value. But few indeed are the people who can both
work 50, 55 or 60 hours aweek in paid labour and then contribute to commons-
based peer production projects when they go home.36 Fewer still can continue
to do so when they take on family responsibilities, or reach middle age. From
this standpoint the most salient fact about commons-based peer production
in capitalist societies is not their potential to further the human good. It is the
way the human good continues to be systematically sacrificed for the good of
capital.

3. In thepresent context it is also extremely important to recall that forMarx the
powers of capital are not limited to the expropriated powers of wage labourers.
The powers of nature mobilised by wage labour are also appropriated by cap-
ital as its powers, as are the heritage of pre-capitalist societies,37 and the powers
of scientific and technological knowledge.38 Unpaid care labour in households
also provides a free service for capital insofar as it contributes to the produc-
tion and reproduction of capital’s most important commodity, labour power.
The ‘free gifts’ to capital provided by nature, history, scientific-technical know-
ledge, and care labour are within the broad scope of Marx’s value theory in the
sense that Marx fully recognised that the valorisation process would come to
an immediate halt were it not for these ‘free gifts’. The relevance of this to the
present discussion is direct: units of capital today are happy to appropriate the
creative achievements of social labour outside the capital/wage labour relation as
‘free gifts’, just as they have always been happy to appropriate such gifts. Con-
sider, for example, the countless lines of open software code used by corpora-
tions in their processes of production and distribution, the manner in which
firms’ marketing and design have taken advantage of countless hours spent by
consumers providing evaluations of and design suggestions for commodities,
or the new forms of commodities that open software has helped produce.39

36 We must also remember to include time spent travelling to and from work, and the time
necessary to prepare for and recover from the work process, as part of the time claimed
by capital. See Crary 2014.

37 Marx 1976a, pp. 757, 647.
38 Marx 1976a, pp. 508–9.
39 Some examples: ‘As well as tapping a valuable new source of ideas, an open approach

can also lead to savings in market research, as users act as focus groups, indicating what
new features they would like (and then help to develop them). Going open-source may
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These examples of how commons-based peer production provides a stream of
‘free gifts’ furthering the powers of capital could be easily multiplied.

The rise of a form of living labour outside the capital/wage labour relation
is potentially of world historical significance. But insofar as commons-based
peer production is incorporated within capital circuits as a ‘free gift’, it too
is subsumed under capital. When this occurs those engaged in this form of
production in effect work for capital for free. They are therefore ‘exploited’
by capital (in a broader sense of the term than Marx’s technical sense). The
fact that they freely chose to engage in commons-based peer production com-
plicates this state of affairs without changing the essential matter.40 As long
as capital reigns they are not free to prevent their living labour from being
transformed into apower of capital. And insofar as capital has numerous effect-
ive ways of influencing the direction of commons-based peer production – for
example, by holding out the lure of well-paid contract work to those engaged
in writing open source software – the content of commons-based peer pro-
duction and the paths it takes can be shaped to a considerable extent (or
in many cases completely determined) by capital, even if the labour process
remains ‘outside’ the capital/wage labour relationship. This too counts as a
restriction of autonomous agency. And this strongly suggests that any adequate
normative assessment of the social order must continue to centre on cap-
ital.

also help to keep customers … “It builds a community that will buy our hardware,” says
Sridhar Vaqjapey, who runs Sun’s Open sparc program. “Is Sun making money on open-
source hardware?Absolutely” ’ (TheEconomist 2008, p. 31). ‘Since an army of programmers
around the world work on developing Linux essentially at no cost, ibm now has an
extremely cheap and robust operating system … Using open-source software saves ibm
a whopping $400m a year, according to Paul Horn, until recently the company’s head of
research’ (The Economist 2007a, p. 14).

40 In an analogous manner, those performing unpaid care labour in households outside the
capital/wage labour relation can also be said to be ‘exploited’ (in a broad sense of the
term different from Marx’s technical sense) insofar as they provide a necessary service
for capital. The fact that those engaged in care labour typically do so voluntarily, out of
a sense of obligation, empathy, and love, does not make it less appropriate to use that
category (Federici 2004). A similar point can be made about scientists at publicly funded
universities or state labs who engage in research that capital appropriates as a free gift.
Like those engaged in commons-basedpeer production theymay freely choose to perform
this research out of intellectual curiosity, personal ambition, a desire for peer recognition,
or any number of other sorts of motives. Their living labour is generally subsumed under
capital regardless.
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4. Chapter 6 examined a number of ways in which technology is essentially a
means to further the accumulation of surplus value by providing a weapon to
help capital maintain a favourable balance of power over wage labour. Tech-
nological changes can intensify the labour process, make successful strikes
less likely, allow organised and combative sections of the labour force to be
replaced, andenableworkers inone region tobepitted against those elsewhere.
While there are no guarantees that capital will always and everywhere success-
fully employ technological change to attain these ends, ownership and control
of capital grants its holders the power to initiate and direct the innovation pro-
cess in theworkplace.As long as this power is inplace technological changewill
necessarily tend to reinforce the structural coercion, domination, and exploit-
ation at the heart of the capital/wage labour relation, subordinating human
flourishing to the flourishing of capital.

What, if anything, in this account needs to be revised in light of the net-
worked information economy? Not much.41 Benkler himself implicitly
acknowledges thatwage labour remains themainway inwhich individuals can
gain access to themeans of subsistence. The introduction of advanced inform-
ation technologies in capitalist workplaces has been consistently correlated
with an intensification (and often extension) of the workday. The workers’ role
in determining the design and use of machinery in the labour process contin-
ues to be radically restricted, despite all the rhetoric of worker ‘empowerment’.
The process of objectifying workers’ skills in machinery has if anything accel-
erated, as has the use of technology to continue operations during workers’
strikes. Information technologies have enabled cross-border production chains
to proliferate,making itmuch easier forworkers in one region of the globe to be
played off against those of another. Information technologies have also made
new sorts of disciplinary mechanisms possible, such as electronic monitoring
of the workforce on a massive scale,42 extreme work process fragmentation,
and extreme geographical dispersal of the labour process.43 These contempor-
ary developments can be easily accommodated within Marx’s framework.

The considerations just mentioned must now be combined with the earlier
point that capital will appropriate the results of commons-based peer pro-
duction as ‘free gifts’ whenever they serve the end of capital accumulation.
If the free gifts from commons-based peer production can be used to erode

41 Smith 2000, 2012a, Basso 2003, Head 2003, Huws 2003, 2007, 2008, Moody 1997, 2007,
Crary 2014.

42 Darlin 2009.
43 Baker 2008; O’Connor 2015; see note 27 above.
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autonomy in the capitalist workplace further, they will be used in this way.
When combined with the restrictions on the autonomy of participants in
commons-based peer production themselves, the truly important point to
make here is how much the potential for commons-based peer production to
further autonomy will be restricted by the persistence of capitalist social rela-
tions.

Public Discourse
The effects of commons-based peer production extend beyond labour pro-
cesses. It has enabled new forms of active participation in public discourse,
as Benkler rightly emphasises. If we ask whether participation in the public
sphere can become more extensive thanks to commons-based peer produc-
tion, the answer must be ‘yes’. But the only question Benkler asks is not the
only question worth asking. Anyone who accepts democratic participation in
the public sphere as a core normative value must also investigate the system-
atic limits to commons-based peer production advancing this value when the
valorisation imperative remains in place. There are, I believe, two significant
limits, one imposed by the drive to commodification, the other by the artificial
restriction on what counts as a ‘political’ matter.

There is in capitalism a necessary tendency for products taking the com-
modity form to proliferate, since ‘the ceaseless accumulation of value’ requires
the sale of commodities. As Guy Debord so vividly described, the circula-
tion of physical commodities has become enveloped by an endless circula-
tion of images designed to elicit desires to possess and consume these com-
modities (he terms the result ‘the spectacle’).44 The networked economy has
intensified the proliferation of commodities in many ways. It has brought with
it new sorts of commodities, such as the computer games whose sales now
exceed revenues for movies and music combined. It has contributed to a sig-
nificant compression of the product cycles of commodities.45 Internet shop-
ping has greatly expanded the set of commodities effectively available to con-
sumers. Information technologies, in brief, provide a sophisticatedmechanism
for transmitting a heightened spectacle of commodities.46 Clicking from one
site laden with overt and covert advertising to another no more breaks the

44 Debord 2006.
45 ‘Gil Cloyd, chief technology officer at Procter & Gamble (p&g), the world’s biggest

consumer-products firm, studied the life cycle of consumer goods from 1992 to 2002
(before the internet’s full impact was felt), and found that it had fallen by half ’ (The Eco-
nomist 2007a, p. 8).

46 Hof 2009, pp. 52–3, Woo 2010.
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spectacle’s dominance than using a remote control to switch fromone tv chan-
nel to another.

The internet does allow for consumers to act in new ways beyond being
receptacles for advertisements. A significant amount of living labour outside
(and sometimes inside) the capitalistworkplace is devoted to the active sharing
of information regarding the pros and con of various commodities. Another
chunk of time is devoted to ordering customised products, directly shaping
the production process as ‘prosumers’, in the inimitable poetry of business
jargon. These sorts of activities should be conceptualised as an increasing
important sort of ‘free gift’ to capital. They represent newways inwhich capital
accomplishes its very old objective of mobilising the collective energies of
human subjects in order to further ‘the ceaseless augmentation of value’.47

Other forms of activity in the networked economy illustrate the commodi-
fication imperative in amore indirect fashion. Debord has taught us that those
moments of the spectacle that are not themselves commodities or advertise-
ments for them can still be part of the general process of the commodification
of leisure.Muchof the time spent on electronic networks pursuing information
about areas of personal interest (sports, celebrities, etc.) fits under this heading.
So too do the various forms of roleplaying in virtual worlds, even if that form
of behaviour is qualitatively distinct from the passive reception of entertain-
ment typifying industrial media. After all, immersion in the spectacle is more
complete the more one actively participates in its construction.48

I arguedabove that the results of commons-basedpeer productionhave con-
tributed to the exploitation of living labour in the capitalist workplace, and
that a normative assessment of the extent commons-based peer production
furthers substantive autonomy in the contemporary social world must take
this into account. The point here is analogous. The greater the power of the
electronic spectacle, the greater the systematic restriction on the flourishing of
the public sphere, as ‘flourishing’ is defined by Benkler and other liberal egalit-
arians.When the results of commons-based peer production are appropriated
as ‘free gifts’ to capital, they will inevitably contribute to the subordination of
leisure time to capital through the commodification of everyday life and its
accompanying spectacle

What of cases when electronic networks do in fact further political discus-
sion? As Debord observed, much of what counts as ‘politics’ in contemporary
society is itself part of the spectacle rather thanpart of a truly flourishingdemo-

47 See Cova and Dalli 2009, Willmott 2010, Muniz and O’Guinn 2001.
48 See the path-breaking analysis in Stallabrass 1993.
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cratic public sphere. (Consider the gossip about the personalities of political
elites and their personal transgressions, or the campaign rhetoric that has so
little to do with post-election policies). Benkler, however, describes several
examples that cannot be reduced to the circulation of gossip or ritualistic
slogans, occasions when effective mass political mobilisation through elec-
tronic media effectively addressed progressive issues mainstream media had
ignored.49 No one committed to social change should dismiss the emancip-
atory promise of this dimension of commons-based peer production. Even in
these sorts of cases, however, another sort of systematic restriction on the flour-
ishing of the public sphere needs to be explicitly confronted, stemming from
the artificial separation of political and the economic spheres referred to in
Chapter 8 as the ‘bifurcation of the political’.

In pre-capitalist class societies, the appropriation of the surplus product
was inextricably intertwined with the political relationship of rulers/ruled.
In contrast, class relations in capitalism are reproduced through transactions
among (formally) free and equal individuals for their mutual benefit, rather
than through the direct subjugation of slaves, serfs, or tribute-paying inde-
pendent producers. As a result there is a fundamental split in how the social
world appears, with the supposedly non-political economic relations among
individuals assigned to a separate realm of civil society, distinct from the expli-
citly political sphere of states and international institutions. Liberal egalitarian

49 Benkler discusses two examples in detail (Benkler 2005, pp. 224ff.). The first reveals the
capacity of the networked public sphere to respond effectively to abuses of corporate
media power. The Sinclair Corporation planned to run a documentary attacking John
Kerry’s VietnamWar service the night before the 2004 presidential election. At the time it
owned television stations reaching one quarter of us households. This documentary over-
flowed with the spurious charges that introduced a new term in the vocabulary of media
manipulation, ‘swiftboating’.While a compelling case could bemade that the programme
was an illicit in-kind contribution to the Bush campaign, neither the Federal Elections
Commission nor the Federal Communications Commission intervened. Within days,
however, a handful of bloggers organised a national boycott of advertisers, many of whom
then withdrew their sponsorship. The negative publicity also caused Sinclair’s stock price
to fall significantly. Sinclair was forced to present a somewhatmore balanced programme,
combining arguments from the other side alongside footage from the original (political ad
disguised as) documentary. Benkler’s second example reflects how the networked public
sphere possesses generative aswell as reactive capacities. For years even themost prestigi-
ous mass media outlets in the us ignored serious issues regarding the security and accur-
acy of electronic voting machines produced by Diebold Elections Systems. The dispersal
of data on the workings of these machines, and the independent analysis of this data, on
numerous internet sites forced these issues onto the public agenda for the first time.
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theorists then assign public discourse the task of mediating between the par-
ticular and private interests of civil society, on the one hand, and the universal
public interest that is the responsibility of political institutions, on the other
(see Chapter 2). The system of class exploitation on the level of society as a
whole, however, is inherently a politicalmatter, even if it is reproduced through
individual contracts.50 And the supposedly universal political institutions are
tied to that system of class exploitation ‘all the way down’ by the state form
in a capitalist society. While the interests of capitalists and of state officials
are too heterogeneous for a direct one-to-one correspondence between the
two to always hold, any extended breakdown in the capital accumulation pro-
cess brings with it the danger of political unrest. Also, the more the process
of capital accumulation slows, the more difficult it is to raise the state reven-
ues required for domestic administration and foreign affairs. If state policies
significantly diverge from the perceived self-interest of investors, the more the
latter have the power to throw the economy into chaos with a capital strike.
As a result of these and many other considerations, state officials necessarily
tend to implementpolicies designed to encourage capital investment andaccu-
mulation within the territory subject to their rule. It follows that the interests
of capital will necessarily tend to shape the supposedly universalistic political
sphere, holding sway not always, not everywhere, but ‘proximately and for the
most part’, as Aristotle would say.

Information networks today provide new forums for participating in discus-
sions regarding public issues, and the potential for a public sphere of vastly
expanded scope and effectiveness is there. But the artificial restriction onwhat
counts as ‘political’ systematically restricts activity within the public sphere by
masking the inherently political nature of class rule, and by making the spe-
cifically capitalist nature of the capitalist state opaque. The rise of commons-
based peer production does not in itself reverse this artificial split. More effi-
cient forms of communication may even reproduce and reinforce the ‘bifurca-
tion of the political’ that arises ‘naturally’ in capitalist society by focussing on
especially egregious and therefore apparently contingent abuses by political
elites, rather than the ‘normal’ operation of the capital form and the state form.
As long as there is a systematic restriction on what counts as ‘political’, there
is a systematic restriction on the flourishing of the public sphere. Any norm-
ative assessment of the public sphere that abstracts from this state of affairs
is ultimately inadequate, however insightful its discussion of the potential of
commons-based peer production might be.

50 Marx 1976a, pp. 1063–4.
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Global Justice
Benkler is surely correct to assert that global justice requires that all individuals
have access to basic nutrition and medical care across the globe.51 A social
worldwhere the scientific-technological knowledge underlying the production
of foods andmedicines circulates freely in global information networks would
indeed be a tremendous advance from the present status quo. Benkler’s call
for a coalition against attempts to use stronger intellectual property rights to
restrict such information flows warrants strong support. But a previous point
must be repeated: to assess the normative significance of commons-based peer
production in our social world it is not sufficient to examine it in isolation; we
must ask what necessarily tends to occur when its results are appropriated by
capital as a ‘free gift’.

Scientific-technological knowledge is one of themost importantweapons in
competition in the capitalistworldmarket.Units of capital operating at or close
to the scientific-technological frontier are generally able to appropriate suffi-
cient profits from innovations to enable them to operate at or close to that fron-
tier in the future.52 Units of production without access to advanced scientific-
technological knowledge necessarily tend to be trapped in the vicious circle
first discussed in Chapter 6. Their inability to introduce significant innova-
tions in a given period limits their ability to participate in advanced r&d in
the succeeding period, along with their later opportunities for innovations and
market success. From this perspective, the growth of scientific-technological
knowledge is not the solution to severe inequality in the capitalist world mar-
ket; it is a major contributing cause, as noted previously in this book. The new
twist here comes from the fact that the leading units of capital fromhegemonic
regions of the global economy are generally in the best position to make use of
the fruits of commons-based peer production, given their scientific-technical
capabilities. When they then incorporate the ‘free gifts’ of commons-based
peer production, the result will be a much greater competitive advantage vis-
à-vis units of production in other regions of the global economy. The vicious
circle trapping the latter will be reinforced. It is far more reasonable to foresee
that commons-based peer production will extend the systematic tendency to
uneven development in the capitalist world market than to hypothesise it will
weaken that tendency.

51 Marxists who reject justice talk as a matter of (mistaken, in my view) principle can
substitute ‘global solidarity’ here.

52 Benkler himself acknowledges the importance of such ‘firm-specific advantages’ (see
Benkler 2006, pp. 45–6). He fails, however, to discuss their implications.
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Benkler is correct that commons-based peer production has a tremendous
potential to contribute to the nutritional and medical needs of the world’s
poor. Unfortunately, it is no less true that as long as it operates alongside a
capitalist sphere it will be subsumed under capital such that its net impact will
strengthen pernicious tendencies in global capitalism rather than check them.

At this point the focus should shift from autonomy, democratic debate, and
global justice to a more general point: Social forms matter. Unless and until
the social forms of capital are put out of play, the development of commons-
based peer production will necessarily tend to be severely restricted in three
important respects.

The first concerns the allocation of financial resources: investment in
commons-based peer production will necessarily tend to be severely limited
in a social order governed by the valorisation imperative for the simple reason
that the output of the former is non-proprietary, while the latter demands
profits from the sale of proprietary products. It is true that as the costs of com-
puters and of communicating over information networks radically declines,
increasing numbers of people can afford to purchase means of production
required for commons-based peer production. But in a capitalist society these
investments will be dwarfed by the financial resources devoted to investments
in the production and distribution of commodities for profit. This pattern can-
not be adequately explained by choices individuals make based on their con-
ception of the good, or anything else having to do with the core normative
values of liberal egalitarianism. The allocation is due to the simple fact that the
production and circulation of commodities necessarily tends to be privileged
in a capitalist order.

As long as the development of commons-based peer production is more
or less complementary to the circulation of commodities, providing a steady
streamof ‘free gifts’ to capital, no serious tensions arise.A ‘peaceful coexistence’
of the two spheres can be maintained, albeit one where capital is hegemonic.
But if the resources devoted to commons-based peer production were some-
how to grow to the point where they significantly affected the resources avail-
able to capital in a negative way, the economic system, based as it continues to
be on ‘the ceaseless augmentation of value’, would fall into crisis (or an ongo-
ing crisis would deepen). In the absence of a successful political movement to
transform the capitalist sector into something quite different, investment in
commons-based peer productionwould be eroded as resources were shifted to
support capital’s recovery.

The production and circulation of scientific-technical knowledge is itself an
illustration of this dynamic. While Marx noted how scientific-technological
knowledge developed outside capital circuits can provide valuable ‘free gifts’
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to capital, he also foresaw the increasing incorporation of scientific-technical
knowledge production as a moment within capital circuits. Due to the com-
petitive advantages it promises ‘invention becomes a business, and the applic-
ation of science to immediate production itself becomes a factor determining
and soliciting science’.53 Insofar as ‘invention becomes a business’ it is direc-
ted towards profit from the sale of proprietary products. So long as the capital
form reigns, the subsumption of scientific-technological knowledge produc-
tion under capitalist imperatives will not languish.

I have already noted that the greatest investment in information techno-
logies outside of government has occurred in the financial sector, where it
has been used to create objects of financial speculation. Massive amounts of
funds have also been devoted to establishing intra- and inter-firm networks in
non-financial sectors, connecting firms andplantswith suppliers anddistribut-
ors. And extensive networks have been established connecting manufacturers
and marketers, on the one hand, with consumers, on the other. The resources
devoted to these aspects of the ‘networked information economy’ dwarf those
associatedwith commons-basedpeer production. If we subtract from the latter
projects directly incorporatedwithin valorisation circuits, the gulf is evenmore
immense. There is a systematic bias in the flow of investment funds in capital-
ism that necessarily tends to severely restrict investment in the development
of commons-based peer production, whatever the promise of the latter might
be from the standpoint of liberal egalitarian values. However important it is to
note the potential for commons-based peer production to further autonomy, a
democratic public sphere, or global justice, it is no less important to note the
degree to which this promise will not be fulfilled due to a bias in investment
priorities as long as the social forms of capital are in place.

The same general point holds for the allocation of labour resources. To say
that ‘a billion people in advanced economiesmayhave between twobillion and
six billion sparehours among them, everyday’ to contribute to commons-based
peer production is true and rhetorically powerful.54 But it is also undeniable
that the time and energy people have to participate in commons-based pro-
duction will be severely limited as long as most social agents face unrelenting
financial pressure to sell their labour power and perform extensive surplus
labour for capitalist firms.

One example should suffice. Profit-oriented pharmaceutical firms have not
made the medical problems afflicting individuals in poorer sections of the

53 Marx 1987a, pp. 89–90.
54 Benkler 2006, p. 55.
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globe a high priority, to put it mildly. In contrast, the potential for commons-
based peer production to effectively address these problems is astounding, as
Benkler correctly insists. But whose living labour is to be mobilised for that
end? Here is Benkler’s answer:

Most important by far are postdoctoral fellows. These are the same char-
acters who populate so many free software projects, only geeks of a dif-
ferent feather. They are at a similar life stage. They have the same hectic,
overworked lives, and yet the same capacity to work one more hour on
something else.55

When measured against the immensity of the social need, on the one hand,
and the immense potential of commons-based peer production to meet that
need, on the other, the inadequacy of relying on overworked postdocs should
be immediately apparent.

Benkler’s case that commons-based peer production possesses a tremend-
ous potential to contribute to human welfare is convincing. This cannot be
said of his assertion that this potential can be adequately developed while the
capital/wage labour relation remains the dominant social relation, and most
living labour remains forced to engage in surplus labour for capital. As Marx
wrote, ‘Since all free time is time for free development, the capitalist usurps the
free time created by workers for society’.56 The relatively limited time available
for the ‘free development’ of commons-based peer production in capitalism is
a striking illustration of Marx’s thesis.57 The immense emancipatory promise
of commons-based peer production will only be fulfilled after a fundamental
transformation of social relations throughout the society, and not just in the
limited sphere of open source projects.

A final issue to consider here regards the production and distribution of
knowledgeproducts. Commons-basedpeer productionmakesuse of knowledge
goods as inputs, and produces knowledge goods as outputs. The flourishing
of this form of production requires the free flow of these knowledge goods.
This is feasible in principle, since additional units of knowledge goods can
be produced and distributed within information networks at close to zero

55 Benkler 2006, p. 352.
56 Marx 1987a, p. 22.
57 The burden of unpaid care labour disproportionately borne by women limits the time

available for free development as well. Few of the ‘geeks’ to whom Benkler refers have
childcare responsibilities.
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marginal cost. Many categories of products of the networked economy (soft-
ware, information, literary, scientific, and cultural texts, music, videos, etc.)
could in principle be treated as public goods and distributed freely to whoever
wanted them. The potential for such free provision to enhance well-being is
incalculable. As long as capital reigns, however, the actualisation of this poten-
tial will be severely restricted.

The main problem here is not the need to provide people with incentives
to devote time to the production of knowledge products as free public goods.
As Benkler rightly emphasises, it has already been proven that great numbers
of individuals are willing to use a portion of their free time to cooperate in
collective projects that interest them, using their own computers and taking
advantage of inexpensive access to communication networks. It is also the case
that most scientific-technological workers today are forced to sign away intel-
lectual property rights as a condition of employment, further undercutting the
argument that intellectual property rights are necessary in order to motivate
people to engage in scientific-technological labour. The real difficulty here is
that the commodification imperative and the valorisation imperative continue
to be the main organising principles of the social world. As we have already
seen, this implies that investment funds necessarily tend to flow predomin-
antly to commodity production, whatever the potential of commons-based
peer production to address human needs and further human flourishingmight
be. And, as we have also already seen, this implies that those engaged in formal
labour necessarily tend to be trapped within the wage formmost of their wak-
ing hours, however great the potential of living labour to further human ends
outside the capital/wage labour relation. And it implies that there is a neces-
sary tendency in any and all variants of capitalism for knowledge products to
take the form of commodities. Even worse, finally, there is a derivative tend-
ency for massive amounts of monetary and human resources to be devoted to
technologies whose sole purpose is to restrict flows of knowledge products to
privately appropriable commodities.58

While the present intellectual property rights regime may be modified, sig-
nificant restrictions on the development of commons-based peer production
will undoubtedly remain as long as capital remains a dominant social form.
And a crucial feature of the contemporary ‘knowledge economy’makes it likely
these restrictions will worsen in the twenty-first century in the absence of a
move to a different sort of society: the unprecedented number of reasonably
effective national innovation systems discussed earlier in this chapter. As we

58 Perelman 1998.
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saw there, the proliferation of national innovation systems drastically com-
presses the time above-average profits can be appropriated from innovations,
everything else being equal. The aggressive extension and assertion of formal
intellectual property rights and informal trade secrets is a sure way to make
everything else not equal.

In Benkler’s view we are at a major crossroads today. As a society we could
choose to establish a legal framework enabling commons-based peer produc-
tion to flourish alongside for-profit market production. Or we could choose to
protect incumbents in the for-profit sector by establishing a legal framework
discouraging (or even criminalising) the open flow of knowledge products over
information networks. Which path we choose, he says, will depend primarily
on the balance of power between a coalition of incumbents and a counter-
coalition including activists in the open source movement, manufacturers of
the computers whose capacity for aiding commons-based peer production is
a marketing advantage, and corporations that have made appropriation of the
products of commons-based peer production part of their business plan. The
future is open. All that is required for commons-based peer production to flour-
ish alongside the for-profit market sector is to recognise howmuch the former
furthers our core values, and then refrain from instituting the wrong sort of
legislation and regulation.

This account of the future prospects of commons-based peer production
exemplifies the main shortcoming of Benkler’s framework, one shared with
other liberal egalitarians: the lack of an adequate concept of capital. Lack-
ing this concept, he lacks an adequate appreciation of the totalising force of
the commodification and valorisation imperatives. Putting these imperatives
out of play requires more than making or refraining to make a law or two.
It requires a collective construction of a different historical form of human
sociality, freed from the imperative of m to becomem′ on themacro scale. Cap-
italist competition spurs innovation, but the proliferation of national innov-
ation systems tends to undermine the ability to appropriate high levels of
profit from innovations for an extended period of time. Short of a world war
or some other catastrophic occurrence, this state of affairs is not going to go
away. This implies that the aggressive extension and enforcement of intel-
lectual property rights is not about to go away either, since at the present
moment of world history they are necessary conditions of the possibility of
enjoying competitive advantages from innovation over an extended period.59

59 Two (of countless) corroborating examples can be given here. ‘Since 2006 it [China] has
pursued a deliberate policy of gathering as many patents as possible and developing
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Benkler comprehends fully that the more aggressively intellectual property
rights are asserted, the less room there is for commons-based peer produc-
tion to develop. What he lacks is an understanding of how the full devel-
opment of commons-based peer production is incompatible with the prop-
erty and production relations of capital.60 Its future prospects will be severely
restricted unless there is a world historical break from the valorisation imper-
ative.

Conclusion

Marx, no less than the neo-Schumpeterians, profoundly appreciated the ‘cre-
ative’ dimension of capitalism. For an extended historical period the radical
open-endedness of capital contributed to a radically open-ended develop-
ment of human needs and human capacities, in stark contrast to the limits
on needs and capabilities imposed in pre-capitalist societies. Marx, however,
anticipated that over time this ‘creative’ dimension would erode, while the
‘destructive’ aspects of capitalism would come more and more to the fore. To
the extent that this diagnosis is accurate, the defence of capitalist market soci-
eties provided by the modified – weaker and non-ideal – neo-Schumpeterian
version of liberal egalitarianism over time loses whatever plausibility it might
initially have claimed. And the hope that commons-based peer production

home-grown technologies – not least because Chinese companies pay around $2 bil-
lion a year in licensing and royalties to American firms alone … Chinese firms are also
increasingly seekingpatents abroad, a sign that theyplan toprotect their technologywhen
exporting it to rich countries. They won 90 patents in American in 1999 but last year they
received 1,225’ (The Economist 2009, p. 68). ‘ibm is another iconic firm that has jumped on
the open-innovation bandwagon. The once-secretive company has done a sharp U-turn
and embraced Linux, an open-source software language … However it also continues to
take out patents at a record pace in other areas, such as advanced materials, and in the
process racks up some $1 billion a year in licensing fees … Kenneth Morse, head of mit’s
EntrepreneurshipCentre, scoffs at ibm’s claim to be an open company: “They’re open only
in markets, like software, where they have the fallen behind. In hardware markets, where
they have the lead, they are extremely closed” ’ (The Economist 2007a, pp. 13–14).

60 A number of contemporary theorists with roots in the Marxian tradition have taken the
rise of commons-based peer production as proof that Marx’s theory does not apply to
the networked information age, for example, Virno 2007 and Vercellone 2007. It should
be clear from this chapter how strongly I reject this view. A critical examination of the
position is found in Smith 2013a.
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could develop new needs and new capacities to compensate for that destruc-
tion is doomed to frustration, given the restrictions capitalism imposes on its
development.

Not all of Marx’s expectations have proven true by any means (although all
things considered the predictive power of his theory has been unmatched).61
But there are good reasons to hold that the ‘destructive’ dimensions of capital-
ism are in fact becoming increasingly prominent over time. The present period
of world history is not solely a crisis of neoliberalism. It is a crisis of capitalism
itself.

I do not mean to suggest that capitalism is approaching an ultimate break-
down, or that there is presently a crucial mass of agents in place with the
motivation and organisational capacity to overthrow it. The claim is instead
that:

– The course of capitalist development has reached a point where there may
never again be a ‘golden age’ of capitalist development whatever the level of
sacrifice inflicted on present generations.

– Social reproduction through the capital/wage labour relationhas beenmade
precarious to an unprecedented degree.

– The gulf between the technological potential to further autonomy, a demo-
cratic public sphere, and the well-being of humans on the global scale, on
the one hand, and capitalism’s inability to actualise that potential, on the
other, has reached unprecedented heights.

Given its intrinsic importance, we should add one more item to this list:

– The planetary boundary conditions within which human civilisation
emerged and developed are rapidly being exceeded as a direct consequence
of the valorisation imperative, with potentially catastrophic consequences
‘severely challeng[ing] the viability of contemporary human societies’.62

Underlying all four points is the ‘internal contradiction’ Marx discerned long
ago: the technological dynamism usually considered among capitalism’s great-

61 Marx’s predictions of recurrent crises in capitalism, the persistence of conflicts regarding
the length of the working day and intensity of labour, and the ever-increasing concentra-
tion and centralisation of capital have been corroborated again and again, tomention just
a few examples (see Smith 1997b).

62 Rockström et al. 2009, p. 473.
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est strengths ironically proves to be its greatest weakness.63 If there are good
reasons to think that the future will not be like the past, as the ‘creative’
dimension of capitalism is increasingly stifled while the ‘destructive’ aspects
come more and more to the fore, any normative social theorising adequate to
our moment in world history must place that development at the very centre
of reflections. By this measure a liberal egalitarian defence of capitalist market
societies as an acceptable ‘second best’ is profoundly wanting. A critical theory
for the twenty-first century cannot be content with the ‘realistic utopia’ of a
more humane capitalism that will never be humane enough.

Can we conclude that it is past time for contemporary normative social
theory to move ‘beyond liberal egalitarianism’ and embrace socialism? Not
quite.

63 The future prospects of us capitalism must be considered in this context. They do not
depend solely on us capitals’ relative advantages. The world economy is not an aggregate
of separate national economies. It is a higher-order complex whole with emergent prop-
erties of its own. If the world market is beset by perpetual overaccumulation difficulties,
ever-increasing pressure on social reproduction through the capital/wage labour relation,
the stifling of the creativity that could be mobilised within an electronic commons, and
disruptions of ecosystems that may well ‘severely challenge the viability of contemporary
human societies’, then whatever relative advantages the us may continue to enjoy in the
coming period will be quite secondary considerations.
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Property-Owning Democracy: A Liberal
Egalitarianism beyond Capitalism?

Very recently a new variant of liberal egalitarianism has emerged. In his 2001
restatement of his position Rawls asserted that that no form of welfare-state
capitalism could institutionalise the principles of justice adequately, and that
he had defended a quite different social order, ‘property-owing democracy’, all
along.1

It is difficult to knowwhat tomake of this assertion. It is true that in ATheory
of Justice Rawls affirmed that the allocation branch of government must have
the authority to adjust the system of property rights when justice demands
this be done. In the context of his discussion, however, the proposal refers
to adjustments required to address market failure stemming from externalit-
ies: ‘The allocation branch is also charged with identifying and correcting, say
by suitable taxes and subsidies and by changes in the definition of property
rights, themore obvious failures of efficiencies caused by the failure of prices to
measure accurately social benefits and costs’.2 For example, if the present prop-
erty rights regime allows property owners to inflict significant environmental
harms, then that regime may have to be adjusted so that they no longer have
a right to use their property in a way that inflicts significant harms, or if cer-
tain forms of financial investment generate excessive speculative risks, then
the package of property rights defining ownership of financial assets may have
to be modified. In itself this proposal is completely consistent with a defence
of a reformed version of capitalism. Left liberal defenders of welfare-state cap-
italism have always granted the capitalist state the power to redefine property
rights for the sake of justice, arguing that there are no pre-political (‘natural’)
property rights to own units of production and distribution that the theory of
justice must accept as given.

Rawls also assigned the distribution branch of government the task of mak-
ing ‘the necessary adjustments in the rights of property’ to ensure ‘an approx-
imate justice in distributive shares’.3 But this too is something defenders of

1 Rawls 2001, pp. 137–9.
2 Rawls 1971, p. 276.
3 Rawls 1971, p. 277.
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welfare-state capitalism have always been committed to. Any new redistrib-
utive welfare policy will require an ‘adjustment’ to the rights of property hold-
ing before the implementation of the scheme.

For decades after the publication of A Theory of Justice Rawls was almost
universally read as a defender of a strongly regulated form of capitalist market
society.4 While Rawls devoted great energy to replying to what he considered
misreadings of his position asserted by libertarian, utilitarian, feminist, com-
munitarian, and fellow liberal egalitarian critics, I know of no publication in
the 30 years between ATheory of Justice and Justice As Fairness: A Restatement,
where he attempted to correct what is now said to be a fundamental misread-
ing of his views. As late as the A Law of Peoples in 1999, Rawls’s texts did not
provide readers with reason to think he had broken from the Keynesian claim
that capitalism can be reformed in ways making it normatively acceptable (as
reviews of the work at the time show). One must conclude, I think, that either
Rawls just did not care about the institutionalisation of the principles of justice
enough to bother to correct an almost universal misreading of his position on
amatter of profound importance, or his disgust at the neoliberal degeneration
of capitalism led to a radical rejection of capitalist market societies that were
not in fact meant to be rejected previously. For whatever it is worth, the latter
seems more likely.

Be that as it may, whatmatters here is that a number of younger liberal egal-
itarian social theorists influenced by Rawls have accepted his later judgement,
and agreed that left liberal values are fundamentally incompatible with even
the most reformist capitalist welfare state.5 On this extremely important point
they agree with theMarxian position defended in this work. Another profound
point of agreementwas expressed inRawls’s proclamation in ATheoryof Justice
that normatively acceptable forms of socialism are possible. His followers in
this recent development of liberal egalitarian theory generally affirm this as
well.

Nonetheless, there is a still a gulf separating this position fromMarxism. Its
adherents disagree with the Marxian claim that there are fundamental prob-
lems with private ownership of units of production and distribution. Some
insist that a ‘property-owning democracy’ with that form of private property
could be no less normatively acceptable than a suitably liberal form of social-
ism. Others regard it as far superior. All prefer it on the grounds that it is far
more compatiblewith the culture and traditions of societies such as theUnited

4 Krouse and McPherson 1988 is a notable exception.
5 O’Neill andWilliamson 2014 includes a number of important contributions.
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States. The Marxian critique of political economy plays no discernible role in
their arguments for these claims.

The emergence of property-owning democracy is a significant development
in contemporary normative social theory, deserving of a book-length treatment
of its own.The overview and assessment that follows in this chapter is intended
as a contribution to a dialogue, rather than the final word.

No less than ‘capitalism’ or ‘socialism’ (or any other key term in social theory)
‘property-owning democracy’ is an ambiguous term, used by different writers
to refer to different sorts of institutional frameworks and social practices. I have
tried to bring some order into the discussion by constructing three ideal types
of property-owing democracy. The first diffuses private ownership of units of
production and distribution, granting universal access to dividends from social
wealth produced in the economy. The second goes a step further, incorpor-
ating a strictly egalitarian distribution of equity holdings. The third centres
on worker self-management. I shall argue that while the various variants of
property-owing democracy would reduce or even eliminate the role of capit-
alists, none would abolish capital.

Property-Owning Democracy (1)

The first form of form of property-owning democracy to be considered (pod1)
can be seen as an extension of the proposal considered in previous chapters to
provide all adults with a lump sumupon reachingmaturity. One possible use of
these funds would be to invest in equity. This reformwas designed to eliminate
(or lessen to the point of normative insignificance) structural coercion in the
capitalist labour market, without eliminating the structural position of the
capitalist class or replacing the capital/wage labour relation as a dominant
social form. In pod1, in contrast, the diffusion of equity would be universal
and automatic, rather than the result of contingent particular choices. And it
would be on a sufficient scale that the percentage of total wealth held by ‘the
wealthy’ would shrink significantly. The underlying claim is that there is some
point where quantitative changes in the distribution of assets representing
private ownership of units of production and distribution would amount to a
qualitative difference fromcapitalismprofound enough towarrant considering
it as a different sort of social order.6 Some of the most important arguments in
favour of this proposal follow.

6 This proposal is defended inWilliamson 2014.
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– Since every adult would receive a significant second income from dividends
in addition to any wage or salary he or she might obtain from paid employ-
ment, the substantive ability to make life choices free of the economic con-
straints so widely imposed today would be significantly increased.

– While generouswelfare-state policies can also further the substantive ability
to implement our life plans, they put citizens in the role of passive recip-
ients of government largess. pod1, in contrast, is based on the principle
that all members of society have a rightful entitlement to social wealth,
derived from the fact that wealth is a collective social creation.7 Treating
wealth as a social product generating a social dividend to which everyone
has a legitimate claim is an appropriate way to acknowledge this state of
affairs.

– A wider dispersion of ownership of units of production and distribution
would counteract the disproportionate political power concentrated owner-
ship grants its holders today.8Welfare-state policies leave that concentrated
ownership in place. And so, Rawls concluded at the end of his life, no cap-
italist welfare state can guarantee the fair value of political liberties justice
demands, nomatter how generous itmight be.9 pod1 can, or so its defenders
assert.

pod1 may include measures allowing greater choice between working in tra-
ditional enterprises (where managers are selected by Boards of Directors rep-
resenting the interests of investors) and self-managed enterprises (with man-
agers elected by the workforce). These measures may even include special
inducements (tax breaks and subsidies) to encourage the latter. Advocates of
this first variant of property-owning democracy, however, regard worker self-
management as an option, and not a constitutive feature of a just society.

The first question to ask regarding pod1 is how much private property
ownership of units of production and distribution is to be diffused. ‘Far more
than is the case today; enough to make a qualitative difference’ is the answer.
There are reasons to consider this response as inadequate and not merely
indeterminate.

7 This point is compellingly defended in Alperovitz and Daly 2008.
8 If the funds for this dispersion of ownership of productive resources come from awealth tax,

this effect would be reinforced.
9 Rawls 2001, p. 138. Welfare-state measures, of course, may still be required for a normatively

acceptable version of pod1. The argument is that they are not sufficient in themselves. See
O’Neill 2014.
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The shortcomings of pod1 are rooted in the fact that the proposal that all
individuals enjoy a significant income from dividends is similar in essential
respects to the basic income proposal and one time lump sum allocation
of wealth proposal considered in Chapter 8. They too aim to provide adults
with a second source of income, supplementing what is received from wage
labour. I argued that basic income guarantees and one time lump sum wealth
allocations would not be sufficient to make the decision to engage in wage
labour a truly free decision, free from the structural coercion that advocates
of such measures agree have beset the capital/wage labour relation thus far.
The same conclusion holds for the diffusion of equity proposal defining pod1,
and for the same reasons.

In pod1 the goods and services required by working men and women –
required for mere existence, required for a decent life in the given socio-
historical circumstances, required to have a fair chance of living the sorts of
lives theyhavemost reason to choose –would still predominately take the com-
modity form. Suppose their income increases due to all adults being provided
with dividends from equity holdings. Positive effects from a normative point
of view would immediately follow. More people would have access to com-
modities enabling a minimally acceptable life; more would enjoy a measure of
economic security. These results would be both good in themselves and good
because of the new options for fulfilling lives they would open up. But as far
as purchasing power goes, there is no difference in principle between income
gains to non-elite households coming from a stream of dividends being added
to wages and the same income gains from increases in wages. Past precedence
suggests that such gains are not sufficient to count as a break from capitalist
production and property relations.

There was a period of significant gains in real wages in many regions of
the global economy in the 1960s and early 1970s. Since pod1 calls in effect for
something similar in relevant respects, it is worth recalling capital’s response to
those gains. The prices of commodities making up the wage basket increased
more or less in direct proportion to the extra income received by working
households, leaving them more or less in the same situation as before. Suc-
cessful struggles to increase real wages in light of those price increases were
met with further price increases. While this dynamic by no means provides a
complete explanation of the stagflation that brought the so-called post-wwii
‘goldenage’ to anend, it is surely onemajor component of anadequate account.
We also know how the period of stagflation ended: technological change, cor-
porate restructuring, and the increased reality (and constant threat) of capital
flight combined to create tremendous deflationary pressures on real wages,
restricting future gains.
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In pod1 ownership of productive assets would not be as concentrated as it
was in the 1970s.10 But there would still be a capitalist class, even if wealth was
moredispersed, and the capital/labour relationwould still be adominant social
form. If shares arewidely dispersed, itmaybepossible to claimeffective control
of an enterprise with relatively little ownership. We also know that as shares
are more widely dispersed, in many cases it becomes easier for managerial
power to be exercised.11 Both wealthy investors with controlling shares and
the managerial stratum would share an interest in raising the prices of wage
goods to absorbmost if not all of the income gains from new dividend streams
in pod1, dividing up the revenue gains to enterprises between themselves. If
the dividend streams somehow increased to neutralise the price rise, another
price rise would follow. If the dividend streams somehow kept increasing,
technological change, corporate restructuring, and the increased reality (and
constant threat) of capital flight would likely once again be combined to create
tremendous deflationary pressures on real wages, lowering the total sum of
dividends and wages.

At the very least it is reasonable to conclude that any positive results from
pod1 would not be sufficient to reverse the normative problems in market
societies today that advocates of pod1 themselves invoke in its defence. This
first variant of property-owning democracy does not in fact offer an adequate
alternative to a politically regulated form of capitalist market society. It pro-
vides instead a (utopian) model of a capitalist market society with an inde-
terminately greater diffusion of equity.

I have just outlined what I take to be the proper historical materialist re-
sponse to the pod1 proposal. A quite different criticism can be made if for
the sake of the argument we accept as our starting point something I con-
sider pure fantasy. Suppose we imagine that the dispersion of private prop-
erty ownership in means of production would somehow make decisions to
engage in wage labour truly free decisions. In pod1 this dispersion still leaves
concentrated ownership of means of production in place, even if somewhat
lessened. Alongside the second income streamworkers receive fromdividends,
an even greater income streamwould continue to go to thosewho own concen-
trated amounts of capital. In other words, a very significant share of the social
surplus would continue to be appropriated by a relatively small percentage

10 Income gains from equity ownership would provide workers with more exit options than
they had in the earlier period, and the support forworker-run firmswould alsomake some
difference.

11 The classic study remains Berle and Means 1991.
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of the population, thanks to their private ownership of units of production and
distribution.

If the choice to engage in wage labour were a truly free choice, why would
workers accede to this arrangement? Defenders of pod1 might regard the
answer as obvious: because they too receive a dividend stream from ownership
of equity. But wouldn’t they then be in a position to notice and react to the
difference between 1) workers across the economy collectively sharing in the
social wealth that is a collective creation of social labour, and 2) non-workers
appropriating a considerable proportion of that social wealth, due solely to
the private property rights to corporate equity? If pod1 somehow actually did
eliminate structural coercion in labour markets, wouldn’t the balance of social
power shift fundamentally in favour of labour, so that it would be reasonable
to expect (in themedium- to long-term, at least) that this residue of capitalism
would be rejected?

Perhaps an analogy will help here. For centuries the nobility claimed a priv-
ileged right to determine the direction of political life. This was challenged by
the call to disperse political power. Demandsweremade, for example, that par-
liaments no longer only beplaces for lords topetition themonarch andapprove
legislation, but places where ordinary people’s interests were effectively rep-
resented. At first attempts weremade to restrict suffrage rights to maintain the
privileged position of traditional elites and servants of the crown.12 But over
time suffragewas extendeduntil theprinciple of universal suffragewas theoret-
ically unchallenged. There is no logical necessity that universal suffrage is ever
instituted, no grandhistorical teleologymaking it inevitable. Nonetheless, once
the principle had been introduced that the right to elect members to the legis-
lature should be widely diffused, any limitation of adult suffrage must appear
arbitrary, sooner or later. Similarly, once the egalitarian case for the diffusion of
ownership of units of production and distribution has been accepted, are there
any non-arbitrary grounds for accepting anything less than a fully egalitarian
diffusion? It would seem not. Any defender of property-owning democracy
who accepts this analogy should conclude that a full break from welfare-state
capitalism requires more than pod1.

Left liberals who advocate the first variant of property-owning democracy
call for a dispersal of influence over this dimension of social life by dispersing
the ownership of units of production and distribution. But either the property
rights to means of production allocated to ordinary citizens will be too limited
to justify a normative affirmation of the order as a whole from the liberal

12 Hegel’s Philosophy of Right included one such scheme.



property-owning democracy 319

egalitarian standpoint (the proper conclusion from a historical materialist
standpoint), or they will somehow be sufficiently strong to prove incompatible
with allowing concentrated owners of equity to continue to hold a privileged
right to influence the production, appropriation, and allocation of surplus
wealth.13 The project should not merely be to weaken the ability of owners
of concentrated private property in units of production and distribution to
appropriate a major share of the surplus created by collective social labour. It
should be to eliminate that power completely.

Property-Owning Democracy (2)

pod1 attempts to reduce the power of the capitalist class to the pointwhere talk
of a capitalist market society is inappropriate. A second version of property-
owningdemocracy (pod2) abandons this project as quixotic andunequivocally
affirms a strictly egalitarian dispersion of ownership of units of production
and distribution. In pod2 the wealth and power of the capitalist class is not
simply to be kept within narrow bounds. It is to be eliminated entirely, parallel
to the way the political power of traditional aristocracies has been eliminated
in contemporary representative governments. Only then, its supporters would
say, would managers not be beholden to a small group with a fundamental
interest in raising prices to absorb any income gains workers might enjoy, or in
neutralising those gains through the effects of technological change,workplace
reorganisation, or capital flight.

Imagine a social order where upon reaching maturity every citizen receives
an equal share of coupons that can only be used to purchase equity shares
in enterprises.14 Shares cannot be bought and sold for ordinary money, but
coupons – money-like things – can be used to exchange ownership claims.
The distribution of coupons at any point in time represents an aggregate
judgement of the future prospects of enterprises, providing enterprise with
signals encouraging them to expand, contract, or go out of business. Investing
coupons in a particular enterprise entitles holders to a stream of dividends

13 The case against pod1 is far stronger than this; most of the criticisms to be raised against
other forms of property-owning democracy below apply to it as well.

14 Readers will recognise John Roemer’s model of ‘coupon socialism’ here (Roemer 1994,
1996). Up to a point, of course, one is free to use terms as one wishes. But others are no
less free to recommend against a particular usage. It is very clear that Roemer’s proposal
counts as a form of property-owning democracy. For reasons to be considered below I
consider it preferable to reserve the term ‘socialism’ for a different approach.
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from that enterprise. Since more profitable firms will generally provide higher
dividends than others, the flow of income going to individuals over the course
of their lifetimes from their ownership of units of production and distribution
will not be equal. But as long as estate laws prevent a concentration of coupon
ownership over generations, property ownership of productive assets would be
analogous to universal suffrage: everyone would in a sense have a ‘vote’, and all
‘votes’ would be counted equally. Farmore than ametaphor is at stake here.The
elimination of money-driven equity markets would eliminate (and not merely
attenuate, as in pod1) the disproportionate political influence and influence
over the lives of others that concentrations of ownership of units of production
and distribution invariably generate.

The task of selecting firms to invest in from the great number of possibilities
would go beyond the expertise and time constraints of most people. We may
assume a number of firms would arise that would recommend portfolios to
their clients and invest their coupons for them. Over time, the firms that were
most successful would aggregate the most coupons in their investments. Man-
agers would continue to be categorised officially as agents of all those investing
in their companies, with their performance overseen by the firms that inves-
ted their client’s coupons in them. In some cases, however, managers would
also be agents of a workforce that elected them. As in pod1, measures support-
ing worker self-management (the latter arrangement) would be compatible
with, but not constitutive of, pod2. Themain difference from pod1, once again,
would be that the set of those holding private property rights in the society’s
means of production would no longer include a subset of wealthy holders of
capital assets.

By definition, of course, if pod2 eliminates the capitalist class, defined as
the holders of concentratedwealth in the form of private ownership of units of
production and distribution, then it eliminates the fundamental antagonism
between the members of that class and the workforce. The question arises,
however, whether the general social antagonisms of capitalist market societies
would thereby be eliminated. There are reasons to suspect that this would not
be the case, and that instead one particular form of those antagonisms would
be replaced by another.

We can begin by considering a fairly banal feature of human life: trade-
offs must be made. Not all important variables can be maximised simultan-
eously; oftentimes an acceptable balance is the best we can hope for. In the
present context the relevant variables can be divided into two broad cat-
egories. On the one hand, each individual agent in pod2 has an interest in
increasing his or her income. pod2, after all, remains a market society and
money remains the universal equivalent. On the other hand, each individual
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also has a fundamental interest in avoiding structural coercion in the labour
market, domination and exploitation in the labour process, overaccumulation
and environmental crises, and arbitrary restrictions on the flow of information
goods that could be produced and distributed at close to zero marginal cost.15
Trade-offs must be made, since there will be many (most?) cases where the
more one of these objectives is furthered, the more the other is threatened.
Can we discern any pattern in how these trade-offs would tend to be made in
pod2?

Recall that the vast number of small-scale equity holdings in pod2 would
be invested on a society-wide scale through the intermediation of financial
firms aggregating the widely dispersed coupons.16 Each financial firm would
be rewarded for investing in enterprises that effectively appropriated surplus
value produced by their workforces. Managers who were not primarily con-
cernedwith extracting surplus valuewould either be replaced or see their firms
suffer outflows of investment funds (coupons). Agents in financial firms and
the managers of workplaces would both face an impersonal system of rewards
and penalties necessarily tending to lead them to act in a manner that would
reproduce a social order with capital accumulation as the dominant end hold-
ing on the level of society as a whole. Workers would be in the complex pos-
ition of hoping the managers of other workplaces succeed in this goal, while
hoping that their own managers failed whenever the drive to produce and
appropriate surplus value conflicts with their own fundamental interests in
autonomy and well-being in the workplace and beyond. Whatever their con-
tradictory hopes, the valorisation imperative would be imposed on individual
workers as an alien power through the mediation of managers subject to the
oversight of the financial sphere. Everyone will be in the complex position of
hoping various forms of crisis and artificial scarcity can be avoided. But the
logic of the situation excludes that being aprimary consideration in investment
decisions.

15 This list is intended to be representative rather than comprehensive.
16 Rawls’s concept of property-owning democracy can be traced directly back to James

Meade, an economist who advised the Liberal Party in England in the 1960s. O’Neill
writes: ‘What Meade has in mind … with regard to “suitable investment trusts” includes
“financial intermediaries in which small savings can be pooled for investment in high-
earning risk-bearing securities” thereby bringing the benefits of investment in financial
instruments to all members of society’ (O’Neill 2014, p. 95, note 12; the internal quote is
from Meade 1964, p. 59). The structural power granted to these financial intermediaries
is more worrying than either Meade or Rawls noted. This concern was raised in Malleson
2014.
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Insofar as the interests of financial firms and managers, on the one hand,
are in tension with those of the members of a particular workforce, on the
other, the former would have a clear advantage in structural power. While
ownership of units of production and distribution would be equitably dis-
persed, control over these resources is concentrated in the financial sector and
managerial stratum, granting them structural advantages over working men
andwomen. The supposed principal/agent relationship between the dispersed
aggregate of individual owners of units of production and distribution, on the
one hand, and financial intermediaries and managers, on the other, is inver-
ted.

Despite striking differences from any form of property-owning democracy,
recent developments in neoliberalismprovide a clue towhatwould tend to res-
ult from the concentration in control over the production, appropriation, and
allocation of the social surplus by the financial sector and the managers they
appoint in pod2. A not insignificant dispersion of private property in finan-
cial assets occurred in the later part of the twentieth century due to the spread
of pension plans. These plans resulted from a compromise between corpora-
tions (who saw pension plans as an alternative to wage increases) and workers
hoping to avoid economic insecurity in old age. On the macro level, however,
the most important consequence was a long wave of capital asset inflation
that left financial firms with greater control over the ‘commanding heights’ of
the economy.17 In the neoliberal period this power was used to renounce the
class compromise, reward corporations that undertook a war on labour, and
punish with disinvestment those firms that were not ruthless enough in that
war. pod2, of course, would be quite different from neoliberalism in that the
coupon systemwould in effect be a financial systemwhere pension plans were
the only source of funds, and not merely one strand. This difference, however,
would not change what financial capital essentially is, or how it necessarily
tends to operate, any more than the rise of pension funds did. And it would
not take the ‘commanding heights’ of the economy away from the financial sec-
tor.

One of the most important characteristics of the neoliberal variant of cap-
italism is that the dispersion of capital ownership in contemporary capitalism
through pension plans, limited as it has been, has enabled the financial sec-
tor and its allies in the managerial caste to redistribute an increasing share of
surplus value from owners and investors to themselves in the disguised form of

17 Toporowski 2000.
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salaries, bonuses, andperks (expense accounts, and so on).18While the concen-
trated economic power in pod2 would be different from that in today’s status
quo in important respects, it would be sufficiently analogous in the respects
relevant here to anticipate that that these groups would also be able to appro-
priate a normatively unacceptable amount of surplus value in a disguised form
in pod2.

In pod1 a somewhat smaller and somewhat less wealthy capitalist class con-
tinues to exist after a diffusion of property rights to units of production and dis-
tribution (supposedly) great enough to consider this form of property-owning
democracy a post-capitalist society. pod2 is based on the thesis that transcend-
ing the normative shortcomings of capitalism requires amajor further step: the
outright elimination of the capitalist class and construction of a social order
where everyone is in effect a capitalist. But this too would be inadequate from
the standpoint of the normative concerns broadly shared by both liberal egal-
itarians and Marxists. The key point is simply that even without capitalists (at
least as traditionally understood), capital would continue to reign. The trade-
offs that would invariably need to be made would necessarily tend to be made
in amanner biased in favour of the ends of capital, to the systematic neglect of
essential human ends.19

Another critical point can be raised against both pod1 and pod2. In both
pod1 and pod2 there would be a variety of different sorts of firms; large,
small, and everything in-between, some governed by worker self-management
and some not. Both of these forms of property-owning democracy would be
compatible with social policies providingworker-run enterprises with support.
But bothwould fall far short of an adequate institutionalisation of the principle
that authority relationships in the workplace are inherently political relation-

18 Duménil and Lévy 2011.
19 Rawls’s discussion of property-owning democracy in A Theory of Justice: A Restatement is

extremely brief and extremely vague. In my view, it is most naturally read as an endorse-
ment of pod1, but he may have had pod2 or some close relative of it in mind. In Smith
2005 I did not appreciate fully Rawls’s rejection of the capitalist welfare state in his later
writings.Whatever his intentions might have been, however, onmy reading the property-
owning democracy he advocates is essentially a politically regulated form of capitalist
market society. (This conclusion is accepted by Malleson as well: ‘[E]ven though Rawls
calls pod an “alternative to capitalism,” it is, I think, most accurate to see it as in fact a
particularly egalitarian formof capitalism, since itmaintains the core components of cap-
italist economy: Private ownership of the bulk of the means of production, hierarchical
control over production, finance and investment, and the market as the primary allocat-
ivemechanism (for goods, labor, and investment)’ (Malleson 2014, p. 247, note 18). As such
the critical assessment of his position provided in Smith 2005 largely holds).
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ships. Advocates of property-owing democracywho recognise thismust accept
a different institutional framework from those considered in this chapter thus
far. Unimaginatively enough, I shall refer to it as pod3.

Property-Owning Democracy (3)

Imagine how a left liberal would react to the idea that having a variety of forms
of city government, somewith democratic accountability to citizens and some
without, is acceptable as long as people are free to move from one city to
another as they wish. No left liberal would find that state of affairs acceptable.
And it would remain unacceptable even if subsidies were provided to encour-
age the formation of democratic city governments. Yet liberal egalitarians who
endorse pod1 or pod2 are endorsing an institutional framework analogous in
relevant respects.

This consideration provides a first argument for a version of property-owing
democracy incorporating worker self-management as a general social form,
and not merely as a possible option. pod3 is based on the idea that the work-
place is a crucial site of political life, and so egalitarian private property in
units of production and distribution must involve more than just widely dis-
persed (or even thoroughly egalitarian) ownership of equity. Places of work in
some important sense belong to the members of the workplace analogous to
the way cities belong to citizens. Reprising a phrase used earlier in this work,
some defenders of property-owing democracy fully acknowledge the need to
overcome the ‘bifurcation of the political’ that characterises pod1 and pod2 as
well as capitalist market societies.

A second argument for pod3 appeals to another core liberal egalitarian
concern. Democratic values are not likely to permeate the culture as a whole if
persons do not engage in democratic processes in everyday life. The effective
adoption of civic republican values on the level of society as a whole requires
support on themicro level of everyday experience.20 Given that most of us still
spendmost of our adult waking lives in workplaces, if democraticmechanisms
are not put in place there the long-term prospects for democratic cultural
values in the society as a whole are bleak.

A third consideration in favour of worker self-management refers to an
essential liberal egalitarian normative commitment as well. Rawls includes

20 As Thomas argues, the values of civic republicanism are fully compatible with those of
liberal egalitarianism (Thomas 2014).
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access to the social bases of self-respect on his list of primarily social goods.
Other prominent left liberal social theorists grant self-respect comparable im-
portance. Given the immense contribution that participating as an equal in
the political community of the workplace would make to an individual’s self-
respect, an argument for pod3 based upon fostering self-esteem follows dir-
ectly.21

In principle, a property-owning democracy with worker self-management
could give members of the workforce collective ownership of their enterprise.
But that might mean that the economic prospects of workers in a particular
enterprise would be tied almost completely to the fate of their company. Given
the contingencies of market societies (and pod3 remains a market society),
it does not seem advisable for workers to put all their eggs in one basket, so
to speak. We may initially suppose, then, that this third form of worker self-
management is combined with a dispersal of equity ownership along the lines
of pod2, enabling the benefits and the risks of economic life to bemore widely
shared. This, however, would raise its own difficulties.

First of all, as in pod1 and pod2 there would continue to be a financial
sector. And it would continue to occupy the ‘commanding heights’ of the eco-
nomy as the representative of capital in general. As a result the underlying
antagonisms in pod1 and pod2 (and capitalist market societies) would simply
mutate into a different form. The inherent antagonism in pod2 between an
alliance of investment firms and managers, on the one hand, and dispersed
members of the workforce in their dual roles of investors and workers, on
the other, would tend to break down. The managerial stratum would tend to
shift from a de facto alliance with the financial sector to an institutionalised
alliance with its ownworkforces. Squeezed between pressure from those alloc-
ating investment funds, on the one hand, and their own workforce, on the
other, the ability members of the managerial stratum would possess in pod2
to appropriate surplus value (albeit in the disguised form of salary, benefit and
perks) would likely dissipate considerably. But this implies that the domin-
ant tendency in pod3 would be for those operating in the financial sector to
appropriate a greater amount of surplus value (again in adisguised form, incap-
able of appearing as what it essentially is), appropriating the share that the
managerial stratum can no longer claim due to its accountability to the work-
force. A property-owning democracy with this feature would fail to be norm-
atively acceptable from the standpoint of its own liberal egalitarian adher-
ents.

21 Hsieh 2014.
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What if pod3 did not include equity markets, and therefore had no place
for financial firms as intermediaries? A strong case can be made that this
is demanded by the fundamental principle underlying pod3: workplaces are
essentially a sort of political community.As such they arenot the sort of entities
that can appropriately be privately owned. Arguments in defence of private
property rights in objects used for individual consumption are completely
irrelevant here. To think otherwise is to commit the same category mistake
that was made when political offices were seen as private property that could
be bought and sold or given away.22 From the standpoint of pod3 the same
general point is applicable to private ownership of the units of production
and distribution of society: the issue is not concentrated versus dispersed
ownership, but the proper scope of what money cannot (should not) buy.

As noted above, forms of worker self-management involving direct worker
ownership of their enterprises raise the problem of life chances being too
closely tied to the fate of particular firms. There are other potential difficulties
as well. If their entire future were at stake, the members of a particular work-
force would be wary of undertaking expensive and high-risk long-term invest-
ments. There would also be a tendency to reproduce a form of false conscious-
ness pervading contemporary capitalism. The members of particular enter-
prises that made successful investments would tend to give themselves excess-
ive credit for their role in the inherently social process of wealth creation. As
we see today, if that sort of particularistic perspective becomes too prevalent,
the commitment to maintaining the general social preconditions of wealth
creation can be eroded over time, along with the fairness of wealth distribu-
tion.23 These difficulties, however, would not be fatal. Defenders of the third
variant of property-owning democracy could respond that government pro-
grammes providing guaranteed pensions would remove much of the risk of
tying workers’ fates to their particular firms. And tax policies that transpar-
ently transferred a significant percentage of firms’ returns on investments to
support public spending on education, training, infrastructure, public research
labs, and so on, couldmake the social dimension of wealth creation clear while
ensuring that its beneficiaries helped reproduce this dimension over time. The
real problem lies elsewhere. The version of pod3 that grants private ownership

22 Proposals that would have dispersed private ownership of political offices more broadly
throughout the population, or even equally throughout the population, would have been
instantly dismissed by anyone accepting liberal egalitarian principles, even if they would
have generated better results than treating political offices as the private property of
monarchs, to be sold to whatever wealthy bidder was willing to pay the most for them.

23 Alperovtiz and Daly 2008; Mazzucato 2013.
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of enterprises to their workforces would not adequately escape the pernicious
tendencies found in other forms of market society.

As argued above, in pod1 and pod2 the financial sector would have the
power to allocate (money or coupon) capital to some enterprises rather than
others. In general, investments will be made in firms and sectors that prom-
ise the greatest return. Under such circumstances the valorisation imperative
would continue to hold. Capital would continue to reign, even if the capitalist
class (understood as an extremely small proportion of the population owning
an extremely large proportion of capital assets) would have been reduced or
even abolished. How would things stand if capital markets for private owner-
ship of units of production anddistributionwere lacking, andworker-managed
workplaces were privately owned by the workforce? On this crucial point, mat-
ters would be essentially the same.

Worker-owned-and-run enterprises would need to make investments. In
many cases retained earnings could provide the necessary funds. But there
will be a significant number of cases where retained earnings do not suffice. If
there were no capital markets to raise funds by issuing new equity, in a private
property system the alternative would generally have to be debt instruments of
some sort or other. The use of debt instrumentsmeans that a range of different
concerns that could – should – be taken into account in firm-level decision
will tend to become subordinate to a single consideration: the rate of return
to the enterprise must exceed the rate of interest charged on the debt, since if
the rate of return is not sufficiently high, sooner or later the debt will become
unsustainable. In other words, m must become m′; the valorisation imperative
continues tohold, distorting the trade-offs thatmust bemade. Capital continues
to reign.

Debt would not be the only factor maintaining capital’s reign. While pod3
and the other variants of property-owning democracy would be different from
capitalism today in some respects, they too would be societies of generalised
commodity production and exchange. Units of production would need to val-
idate the social necessity of their privately undertaken production through
the sale of their output. And so it would continue to be the case that ‘value’
remained a defining social form, and that money remained a universal equi-
valent as the form in which value appears. If worker-run and owned enter-
prises did not make m′, a monetary quantity exceeding initial investment, the
intrinsic end of their activities in a given circuit of production and exchange
they would risk not having sufficient monetary resources to ensure that their
privately undertaken production had a good chance of being socially validated
in the next circuit. If they do not obtain an adequatem′ in the given period they
would risk not being able to fund the in-house r&d required to remain compet-
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itive, or to fund a transition to new product or process innovations that should
be made, or to meet any price hikes of necessary inputs they might face, or
to cover increased expenses of any other sort (marketing, retaining/replacing
managers, etc.).

In forms of property-owing democracy that include a financial sector, enter-
prises that failed to attain m′ would be punished by that sector. Financial inter-
mediaries would even anticipate such failure and punish enterprises before it
occurred. This dynamic would force managers and workers of enterprises to
internalise the valorisation imperative in their decision making so that they
would further the ends of capital in general ‘naturally’. The above considera-
tions show that they would be forced to internalise capital’s ends even in the
absence of external oversight by financial firms.

This line of thought suggests another point of continuity to expect between
property-owning democracy and neoliberalism. One important trend in neo-
liberalismhasbeenadownsizingof thepermanentworkforce, quickly followed
by contracting out to self-employed freelancers tasks that would previously
have been done in-house. Often enough these contract workers have been vic-
tims of downsizing, doing the same sort of work theyhad recently performedas
wage labourers. From a formal-legal standpoint a major change has occurred.
Living labour is now ‘outside’ the hierarchical organisation, and the labour pro-
cess is no longer subject to the immediate control of managers accountable to
outside investors. But from a substantive standpoint, little has changed. Con-
tracts are made with ‘independent’ contractors if and only if the firms offering
them foresee it is profitable to do so, that is, that the labour of those being
offered the contractswill allow surplus value to be appropriated. The transition
to ‘precarious’ forms of labour has in fact beenmade precisely because capital-
ist firms anticipated they would enable even greater appropriation of surplus
value than more familiar forms of the capital/wage labour relationship. If sur-
plus value is a relevant category here, then ‘exploitation’ must be one too, even
if it does not occur within a formal subsumption of living labour in a capital-
ist workplace. Forced to compete against each other for contracts with insane
deadlines, forced tomeet those deadlines however insane theymight be if they
ever hope to get contracts in the future, forced to accept forms of work that do
not promise even minimal economic security, we can speak of ‘real subsump-
tion’ without ‘formal subsumption’.24 The result of this real subsumption is that
these ‘independent’ workers are forced to internalise capital’s interests, forced

24 The crucial terms ‘real subsumption’ and ‘formal subsumption’ are discussed by Marx in
1976b.
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to subordinate their own ends under the end of valorisation, forced to engage
in a self-disciplining that mirrors disciplining in the hierarchical workplace.
The complex category for this complex state of affairs is capitalist exploitation
through self-exploitation.25

In pod3 capital markets would be absent, and those exercising authority
in the workplace would be accountable to those over whom their author-
ity was exercised. There would therefore be no formal subsumption of wage
labour under capital, and there could be no exploitation of labour by cap-
italists and their agents. But the need to meet debt obligations (taken on to
cover the costs of investments exceeding what can be covered by the retained
earnings of an enterprise) would result in the retention of capital as a regu-
lating principle of the social world. And the ceaseless competitive pressure to
socially validated privately undertaken production, imposed by the competi-
tion of other worker-run enterprises, would ensure the retention of capital as
a higher-order ‘thing’ with ‘its’ own ends. The proper categories for compre-
hending pod3 therefore include the real subsumption of living labour under
capital without formal subsumption, and exploitation by capital through self-
exploitation.

We can return once again to the issue of how important trade-offs tend to
be made in a given institutional framework. The main issue can be framed in
terms of Marx’s distinction between the realm of necessity and the realm of
freedom.26 The realm of necessity is defined in terms of the time spent work-
ing to meet the reproduction needs of workers and their dependents along
with general social needs, such as the time devoted to replacing and expand-
ing means of production, building necessary infrastructure, providing needed
reserves for social insurance, and so on. We should also include in the realm
of necessity all the time necessary to prepare for and recover from activities in
that realm. The time spent without access to the material preconditions for a
decent life in the given historical context should also be counted as timewithin

25 See Crary 2014. The category of self-exploitation has been applicable throughout the his-
tory of capitalism. The so-called ‘putting out’ system – where materials are brought to
workers’ homes, and they are then paid per unit of output – was never completely elim-
inated by the formal subsumption of living labour in factories and offices. The (form-
ally) independent agricultural producer has never been completely replaced by corporate
farms with their real subsumption of waged farm workers. Contemporary information
technologies have made the real subsumption of living labour under capital without
formal subsumption profitable for an increasing range of occupations. Part of the neo-
liberal project is to take full advantage of these possibilities.

26 Marx 1981, pp. 958–9.
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the realm of necessity. The realm of freedom, in contrast, refers to waking time
spent outside the realm of necessity, including especially time spent by those
with guaranteed access to the material preconditions for a decent life in social
relations with family and friends, in participating in community life, and in
projects of their own choosing.27

This distinction is profoundly historical. The increasing development of the
general intellect, that is, the collective intelligence and creativity mobilised in
the community, potentially transforms both realms over time.28 As scientific-
technological knowledge in the broadest sense advances, the ability to embody
collective social intelligence in systems of machinery increases. As a result, it
becomes possible to produce increasing social wealth while simultaneously
decreasing the aggregate number of hours that must be devoted to necessary
labour. This, however, is no more than a mere possibility; no advance in the
general intellect in itself determines what proportion of human life will be
spent in the realmof necessity, andwhat proportionwill be lived in the realmof
freedom. A trade-off must bemade. How tomake the trade-off is an essentially
political matter, involving the good of a community and its members. (There
is a sense in which all political questions ultimately concern the politics of
time). In certain circumstances there may be good reasons to use an advance
in the general intellect to expand the realm of necessity. In others theremay be
reasons to expand the realm of freedom.

In market societies this profound political matter is profoundly depoliti-
cised. Market societies are governed by the valorisation imperative of cap-
ital. As a result the dominant tendency will be to use the achievements of
the general intellect to increase the time spent in the production of surplus

27 There will obviously bemany cases where it would be difficult to say whether a particular
activity should be categorised one way rather than another. Often both will be applicable
in certain respects. An especially interesting and important case is the freely undertaken
labour that results in knowledge that can bemobilised in the realmof necessity. (Benkler’s
analysis of commons-based peer production is relevant here; see Chapter 9 above). Here
as elsewhere the cogency and importance of a general distinction are not necessarily
undermined by ambiguity in particular cases.

28 Marx 1987a, p. 92. While the term ‘general intellect’ is not used in Capital, the underlying
concept certainly is. When Marx calls for a realm of necessity in which ‘socialized man,
the associated producers, govern the human metabolism with nature in a rational way,
bringing it under their collective control instead of being dominatedby it as a blindpower;
accomplishing it with the least expenditure of energy and in conditions most worthy and
appropriate for human nature’, he is referring to a development of what he had previously
termed the general intellect; so too when he speaks of the ‘true realm of freedom’ as the
‘the development of human powers as an end in itself ’ (Marx 1981, p. 959).
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value. This systematically limits the expansion of basic needs that do not fit
the commodity form, as well as the extent each individual can be provided
with access to the material preconditions for meeting expanded needs. It also
systematically limits the extent advances in the general intellect can be used
to expand the realm of freedom. Most importantly of all, perhaps, it system-
atically limits the extent this particular way of making the trade-offs is sub-
ject to democratic discussion and decision making by those most affected by
it.29

The general intellect would surely continue developing in pod3 and other
forms of property-owing democracies. Property-owing democracieswould also
surely transform the realmof necessity inpositiveways.What countedas ‘basic’
needs would undoubtedly expand, as would efforts to universalise access to
thematerial preconditions formeeting those expanded needs. But pod3would
remain amarket society, subject to the valorisation imperative. This would sig-
nificantly depoliticise the politics of time. And it would systematically limit an
expansion of the realm of freedom in sync with the general intellect’s devel-
opment. The structural power of the financial sector would prevent that from
happening in the forms of property-owning democracy where it was present.
But that expansion would be restricted even in a property-owning democracy
that abolished equity markets. The worker-run and worker-owned enterprises
in pod3, systematically subject to a fear of being unable to meet debt repay-
ments andbecoming uncompetitive,would necessarily tend to the same result.
Forced to make monetary accumulation the de facto end of economic life,
worker-run and worker-owned enterprises would be forced to use productivity
advances to increase output in the hope of increasingmarket share, rather than
reduce working time. (Whether this is done out of aggression or as a defensive
measure is fairly irrelevant).30 In pod3 too the question of what trade-off might

29 This does not mean that no reductions in working time are possible. They have taken
place in market societies when sufficient political pressure has been mobilised. Usually,
however, they have been accompanied by increasing intensification of labour, increasing
the time spent in recovery from wage labour – which remains in the realm of necessity.
And they have been precarious achievements, threatened with reversal in periods of
overaccumulation and financial crises, orwhen it is possible to shift to forms of precarious
labournot coveredby legal restrictions on the lengthof workdays. For themost part labour
set free by the advance of the general intellect in market societies has not escaped the
realm of necessity. It has remained trapped in that realm as part of the surplus population
not needed by capital.

30 David Schweickart rightly points out that if returns minus costs and investments are
distributed among workers, they will not gain if a doubling of output requires a doubling
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best further human ends in the given context is taken off the table in the sense
that there is a structural bias against taking full advantage of the advance of the
general intellect to expand the realm of freedom, even when it is reasonable to
think that such an expansion might best further workers’ well-being. The ends
of capital, in brief, would necessarily tend to trump human ends.

In property-owing democracies, the state could impose a reduction of work
time externally, as it can today. Given the relentless pressure to meet debt
repayments and maintain competitive advantages, however, the response to
any state-imposed reduction of working hours would tend to be comparable to
the familiar capitalist response: an intensification of the labour process. Intens-
ified self-exploitation would better the odds of meeting debt repayments. It
would enable more productive enterprises to take market share from others,
were they so inclined. If they were not so inclined, they would still be prepared
to do it anyway as a pre-emptive defensive move against the possibility (like-
lihood) that others would attempt to take market share away from them. The
fact that the need to take this path would be internalised within worker-run
and worker-owned enterprises does not imply that the alien power of the law
of value would be put out of play. It simply means that in the circumstances
the law of value would be manifested through self-exploitation within worker-
managed firms.

As I have stressed throughout this work, the reign of capital is accompan-
ied by other features that are problematic from a normative point of view
besides those directly concerning living labour. pod3 would be accompanied
by them as well, since they stem from the generalised commodity production
and exchange that remain defining features of pod3. They include:

– A tendency to overaccumulation crises. The reasons underlying overaccu-
mulation difficulties in contemporary capitalism – the desire to enjoy a
return on circulating capital given that fixed capital is already in place; the
sector-specific skills of the workforce andmanagement, the hope of eventu-
ally leap-frogging over more efficient competitors, the desire of owners and
lenders to not destroy their balance sheets by writing off assets, and so on –
would continue tohold in pod3. In fact, the desire to remain operatingmight
even be stronger in pod3 than it is today, when investors and managers are
much less likely to take into account workers’ desires to retain employment

of the workforce. This is not the full story, however. In the absence of public control
of investment levels there would still be a drive to expand, stemming from the need to
capture market share from others or risk one’s own share being captured by those others
(Schweickart 2008).
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in their communities. Also, without a market in financial assets, the possib-
ility of engineering bouts of financial speculation to defer the destruction
and devaluation of excess productive capacity would not be available. This
would make disruptions from overaccumulation a more regular occurrence
than it has been in themost privileged regions of the global economy during
the neoliberal era.

– The systematic tendency to uneven development would also remain in
place. As in contemporary capitalism, therewould be no guarantee that suc-
cessful firms continue to enjoy success over time. But – as in contemporary
capitalism– theywouldhave anadvantage in pod3, having greatermonetary
resources to devote to the r&d that leads to successful product and process
innovations. Regions with a number of successful innovations undertaking
complementary r&d and sharing results within formal and informal net-
works would tend to become privileged in the world market. Nothing in
pod3 (or any other variant of property-owning democracy for that matter)
would tend to reverse the tendency for regions with ‘innovation clusters’ to
enjoy significant and persisting advantages over other regions.

– Concentrated private ownership of units of production and distribution cre-
ates a class that will 1) rationally calculate that the (immediate) harms it
would suffer from effective regulation outweigh any (discounted) benefits it
might receive, and 2) tend to have sufficient political influence to effect state
policy.31 If concentrated ownership were replaced with a property-owing
democracy like pod3, those considerations would no longer be relevant,
making it likely that political regulation could lower the amount of pollution
per unit more effectively than political regulation in contemporary capital-
ism has been able to do. But the amount of pollution per product is not the
only thing that matters.32 The number of products matters as well, and the
alien imposition of the valorisation imperative on enterprises would tend
to keep that number high, whether managers are appointed by investors or
elected they by the workforce. The need to ‘grow or die’ remains in either
case; there is no upper limit to the benefits of monetary returns in mar-
ket competition, and monetary returns increase from the sale of additional
units at any given price. Nothing in pod3 (or any other form of property-
owningdemocracy) prevents the growthof output fromswamping any given
reduction in pollution per unit of output. Property-owning democracies
leavemarket competition as the regulatory principle of society. The pressure

31 Roemer 1994.
32 See the discussion of the ‘Jevons Paradox’ in Chapter 8.
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on worker-managed firms to use productivity advances to increase output
rather than reduce working time has more effects than just those on the
well-being of the present generation of workers. It also restricts attempts to
address the environmental threats to the well-being of the human species.

– In market societies pubic goods that directly provide necessary background
conditions for the operation of markets – the physical security of market
agents, the rule of law establishing property rights and rights of contract,
and so on – are granted priority. Other public goods are granted a second-
ary status as a matter of principle. All forms of property-owning democracy
place private goods produced and exchanged in proprietary markets at the
heart of social life. As a result they too would tend to grant priority to pub-
lic goods providing necessary background conditions for the operation of
market system. They too would treat other sorts of public goods as second-
arymatters – evenwhen they would significantly further human flourishing
and agency.

It is now time to conclude this discussionof property-owningdemocracy. I have
argued thatwhile the various variants of pod abolish capitalists to somedegree
or other, none abolish capital. And capital is the root of serious difficulties from
a normative point of view that must be addressed in the coming period of
world history. The main reasons advocates of property-owning democracy fail
to recognise this is their lack of an adequate concept of capital. It follows that
we must go beyond even the most progressive forms of liberal egalitarianism.
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Beyond Liberal Egalitarianism

The Argument Thus Far

The first chapter of this work surveyed the dimensions of social life thatmatter
most according to the most prominent proponents of liberal egalitarianism:
human flourishing, autonomous agency, access to the resources required for
the development of the essential capabilities that underlie agency and well-
being, the actual development of those capabilities, and the shared ‘space
of reasons’ within which alternative actions, policies, practices, institutions
and goals can be compared and evaluated. All persons are equally worthy of
concern and respect, from which it follows that all should have an equally fair
opportunity to attain well-being, exercise agency, obtain resources, develop
essential capabilities, and engage in public discourse.

There is a general consensus amongmost liberal egalitarian theorists regard-
ing the ‘basic structure’ best providing the normatively required fair opportun-
ities. It includes non-patriarchal households, the use of (capitalist) markets to
organise the production and distribution of most goods and services, a demo-
cratic constitutional state, a civil societywith numerous voluntary associations
and a dynamic and open public sphere, and a regime of global governance
based on universal human rights. Some important differences among liberal
egalitarian theorists on these matters were noted in the discussion of this
normative theory of institutions in Chapter 2. But from the standpoint of this
book the key point is the general consensus on the ‘core thesis’ of liberal egal-
itarianism: A capitalist market society is compatible with the institutionalisation
of the moral equality principle so long as the systematic tendencies of markets to
generate results incompatible with that principle are put out of play by effective
political regulation.

I argued in Chapter 3 that a number of criticisms Marxists routinely make
against liberalism simply do not apply to liberal egalitarianism. In contrast,
the main reasons liberal egalitarian theorists do not identify more closely with
Marx’s legacy cannot be immediately dismissed (although sufficient reasons to
dismiss them were presented later).

Chapters 4 and 5were devoted to theMarxian challenge to the core thesis of
liberal egalitarianism on the level of systematic theory. I argued that Marx’s
concept of capital remains essential for comprehending our social world. It
remains essential for contemporary normative social theory as well, since any
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acceptable normative social theory must be based on a satisfactory compre-
hension of the social world. The contributions of liberal egalitarian theorists to
our understanding of crucial normative categories such as autonomous agency,
the human good, and the material preconditions of human flourishing, have
been immense. But in our social world, human ends, the human good, and
human flourishing are systematically subordinated to the end, the good, and
the flourishing of capital. Liberal egalitarians have ignored this state of affairs.
This does not make their writings mere ideology; they retain a critical orienta-
tion to many dimensions of the contemporary social order. But it does suggest
that liberal egalitarian discourse is in great danger of degenerating into mere
rhetoric, as empty of substance as appeals by Roman writers to the virtues of
republican citizenship were in an age of emperors. A normative social theory
without an adequate theory of capital is like Hamlet without the Prince, as the
cliché goes.

Chapter 6 discussed specific tendencies in capitalist market societies of spe-
cial relevance to normative evaluations: the systematic tendencies to coercion,
domination, and exploitation in the capital/wage labour relation, and the sys-
tematic tendencies to overaccumulation, financial, and environmental crises
and tounevendevelopment in capitalistmarkets. Chapter 7 discussed theheart
of the liberal egalitarian responses to the Marxian challenge, the claim that if
the proper background conditions were put into place any systematic tend-
encies towards normatively unacceptable results would be put out of play.
The critical examination of these liberal egalitarian arguments in Chapter 8
revealed the key premise underlying the core thesis of liberal egalitarianism:
both capital and the state in a capitalist society are unrestrictedly open-ended.
They are not. Capitalist development can take an indeterminate range of paths.
An indeterminate rangeof state policies canbe adopted and implementedwith
confidence that capital, an expanding homeostatic system, will adjust. State
‘interference’ can even push capitalism to a new path of dynamic develop-
ment. But indeterminacy is not unrestrictedness. Capital’s homeostatic process
cannot adjust to any disturbance in its social environment, and the state in a
capitalist society cannot adopt policieswith any contentwhatsoever. The inde-
terminate range of paths is restricted by the capital form and the state form in
a capitalist society.

There have been more and less humane forms of capital. The indeterm-
inacies of capital and the capitalist state suggest that reforms bringing about
more humane variants are possible.1 But there were more and less humane

1 The considerations discussed in Chapter 11, however, suggest that this is not very likely to
occur again in our historical horizon.
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forms of slavery and feudalism also, without any form of slavery or feudalism
being ‘a society in which the full and free development of every individual
forms the ruling principle’ or ‘the free development of each is the condition for
the free development of all’. The same holds for societies subject to the valor-
isation imperative. No form of capitalist market society can effectively elimin-
ate structural coercion in labour markets, domination and exploitation in the
labour process, or powerful tendencies to overaccumulation crises, financial
crises, environmental crises, and uneven development. No liberal egalitarian
should assert that a social order systematically sacrificing the autonomous
agency and well-being of persons to the ‘self-valorisation of value’ is normat-
ively acceptable. It follows that the principle of equal concern and respect and
the core thesis of liberal egalitarianism cannot be affirmed together without
falling into incoherence.

In Chapter 9 the debate shifted to themore concrete level of historical devel-
opments since World War ii, focussing on the rise of neoliberalism since the
1970s. The standard liberal egalitarian account of its emergencewas contrasted
with aMarxian account. In the former perspective the key normative problems
of contemporary neoliberalism – the erosion of the post-World War ii cap-
ital/labour accord, the financialisation of the economy, global injustice, and so
on – all stem from the same root: the lack of political will to regulate markets
effectively. In the contrasting Marxian narrative, neoliberalism is not a result
of the state’s abdication. It arose instead as a political project, the result of
a desperate search for a way to overcome the overaccumulation crisis of the
1970s while somehow avoiding a massive ‘slaughter of values’. This project was
driven by the us state, which rightly feared that a destruction and devaluation
of capital at that point in time on the level required to remove excess product-
ive capacity in the worldmarket would have led to the demise of us hegemony
in the world market and interstate system.

From this perspective, liberal egalitarianism fails to reflect adequately on its
own historical preconditions and limits. The liberal egalitarian ‘moment’, rep-
resented by the publication of Rawls’s magisterial A Theory of Justice in 1971,
occurred just as the post-WorldWar ii ‘golden age’, when the ‘American Dream’
had come true for at least some sectors of the populace and promised to be
extended to others, was concluding. At that verymoment the prospects of mov-
ing closer towards anything like the sort of just society Rawls called for were
undermined by the rise of overaccumulation difficulties in the world market.
If neoliberalism had not provided a path for capital to recover from the slow-
down of the 1970s, the all but inevitable alternative would have been a ‘great’
recession or depression that destroyed or devalued truly massive amounts of
excess productive capacity. There is no compelling reason to think this path



338 chapter 13

would have been less incompatible with liberal egalitarian precepts than the
path taken by neoliberalism. The ultimate problem is capitalism itself, and not
a particular variant.

Chapters 10 and 11 then examined twomore modest versions of liberal egal-
itarianism. A neo-Schumpeterian version holds that the ‘destructive’ aspects
of capitalism’s ‘creative destruction’ are simply the price that must be paid for
the benefits of its ‘creative’ dimension. On this account the historical devel-
opment of capitalist societies cannot ever fully actualise liberal egalitarian
values; the core thesis of liberal egalitarianism cannot be accepted, at least
not without extremely significant qualification, since the benefits and burdens
of technological change cannot in principle be distributed in a fair manner.
Entrepreneurs, investors, workers, and regions associated with a new techno-
logical revolution are able to appropriate a wildly disproportionate share of its
benefits, while other agents and regions in the world economy must bear an
extremely disproportionate share of its costs. These disparities are mostly due
to factors thoroughly arbitrary from a moral point of view. Nonetheless, neo-
Schumpeterians affirm, a social order characterisedby suchunfairnessmay still
be an acceptable ‘second best’. Capitalism has in the past provided the mater-
ial preconditions for human agency and flourishing farmore effectively and on
a far greater scale than any other mode of production in human history. Why
could this not continue to be the case in the future?

The idea that the benefits enjoyed by some compensate for the ‘destruction’
imposed on others is clearly in tremendous tension with the liberal egalitarian
commitment to the claim that all persons are equally worthy of concern and
respect as ends in themselves. Putting that important point aside, noonewould
dispute that there is some point past which the destructive dimensions of
capitalism outweigh its creative elements, ruling it out as even a normatively
acceptable ‘second best’. There are good reasons to hold that we have reached
that point.

While there are far too few effective national innovation systems in place
to put the systematic tendency to uneven development in the world market
out of play, it is also the case that there are far too many for any one region
of the global economy to appropriate above-average profits from investments
in a technological revolution for an extended period of time. Every previous
‘great surge’ of capitalist development and every previous ‘golden age’ has
centred on a region that enjoyed such a competitive advantage for an extended
period. The proliferation of effective national innovation systems tends to
drastically compress the time it takes for overaccumulation difficulties to arise
in the new sectors associated with a technological revolution. An extension
of intellectual property rights in scope and enforcement enables particular
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firms to appropriate above-average profits for long periods, but at a cost to the
dynamism of the system as a whole. The coercion, domination, and exploita-
tion of the capital/wage labour relation can be expected to intensify in the face
of increased pressure for short-term profits.

Other problems confronting capitalism today are no less serious. Technolo-
gical developments associated with automation are undermining the ability
of social reproduction to occur through the capital/wage labour relation in
an unprecedented manner. With perpetually low rate of investment in non-
financial sectors due to the compression of the time in which innovations can
win high profits, credit money will continue to flow to financial speculations,
resulting inmore financial bubbles, alongwith the social disruptions that inev-
itably follow from their bursting. Most worryingly, the continued reign of the
valorisation imperative appears to be rapidly pushing beyond the ‘planetary
boundaries’ that have been in place for the 10,000 years of human civilisation.
The long-term environmental effects of allowing the valorisation imperative to
continue its reign are unknown. But no normative social theorist should dis-
count the danger to human flourishing posed by an increase in global temper-
ature of 3 degrees Celsius or more. In the light of all these considerations, any
assumption that technological revolutions will continue to spark ‘great surges’
of development spreading the material preconditions for human flourishing
to ever-greater numbers of persons falls somewhere between unreasonably
optimistic and simply ludicrous.

Another modified version of liberal egalitarianism focuses on the rise of a
new mode of production, commons-based peer production, alongside capit-
alism. Its emergence does not remove the normative problems of capitalism.
Benkler, its leading advocate, grants that restrictions on autonomy, democracy
in the public sphere, and global justice are intrinsic to proprietary for-profit
production. But if, the argument goes, those with extra time and the relev-
ant interests freely agreed to cooperate in producing information goods, and
if these goods were then distributed freely to anyone who wished to use them,
then autonomy, democratic participation, and global justice could be signific-
antly advanced, justifying a normative affirmation of a social order combin-
ing capitalism and commons-based peer production as a feasible ‘second best’
option.

Unfortunately, however, commons-basedpeer production cannot flourish in
a world where intellectual property rights are extended in scope and enforce-
ment, and this extension is a ‘rational’ (from the standpoint of capitalist ration-
ality) response to the compression of the time in which high profits can be
won from innovation due to the proliferation of national innovation systems.
As long as the valorisation imperative remains in force, the free flow of know-
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ledge goods will be hampered, systematically restricting commons-based peer
production. Nor can free cooperation outside the capital/wage labour relation
flourish when social reproduction continues to depend on wage labour. Far
too many of those engaged in wage labour will not have the time or energy
to participate significantly in collective projects outside the workplace as long
as capital persists, while too many unemployed will lack the resources for
participation. Further, many of the fruits of commons-based peer production
will be appropriated by capital as ‘free gifts’ and used to further the ends of
capital. They will, in other words, tend to further the structural exploitation,
domination, and exploitation of wage labour, the commodification of leisure,
the depoliticisation of inherently political matters, environmental harms, and
uneven development in the world market. The world historical potential of
commons-based peer production will not and cannot be actualised in any-
thing like an adequate fashion as long as the social forms of capital are in place.
This modified version of liberal egalitarianism is no more acceptable than the
first.

Finally, in Chapter 12 a recent variant of liberal egalitarianism took centre
stage. Rawls explicitly asserted towards the end of his life that no form of
welfare-state capitalism could institutionalise the principles of justice ade-
quately. While he granted that a liberal form of socialism could in principle be
normatively justified, Rawls and those following his path have opted instead
for ‘property-owing democracy’ (pod) with private ownership of the means of
production.

No generally accepted model of property-owning democracy has been de-
veloped. After examining a number of possible variants, the following conclu-
sions were defended:

1. Forms of property-owning democracy that retain capital markets and
labour markets are clearly still market societies. But variants that elim-
inate capital markets, or labour markets, or even both, are still market
societies, regulated on themacro level by the imperatives of commodific-
ation, monetarisation, and capital accumulation.

2. Any form of pod including an active role for capital markets where pri-
vate ownership rights to units of production and distribution are bought
and sold in somemanner or other is inadequate from the normative point
of view, nomatter how dispersed that ownershipmight be, and nomatter
whether money-like things (coupons) are used as the means of purchase
rather than ordinary money. Financial intermediaries would enforce the
continued reign of capital with its subordination of human ends to the
overriding end of valorisation.
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3. Any form of pod that makes worker self-management merely optional is
inadequate; authority relationships in theworkplace are essentially polit-
ical relationships, and those exercising authority must be accountable to
those over whom it is exercised.

4. Any form of pod centring on worker-owned and worker-run enterprises
in market societies is inadequate because the valorisation imperative
would remain in force, internalised by managers and the workforce and
manifested in forms of self-exploitation.

While the various variants of pod abolish capitalists to some degree or other,
none of them abolishes capital. And capital is the root of the problem.

To actualise liberal egalitarian normative commitments adequatelywemust
go beyond even the most progressive forms of non-socialist liberal egalitarian-
ism.What might this mean?

Beyond Liberal Egalitarianism

Abstract principles always underlie normative assessments of institutional
frameworks, policies, and social practices.Marx’s call for a society inwhich ‘the
full and free development of every individual forms the ruling principle’ and
‘the free development of each is the condition for the free development of all’
makes explicit the principles underlying his normative assessments, as does his
acceptance of the ‘the categorical imperative to overthrow all relations in which
man is a debased, enslaved, forsaken, despicable being’.2 Liberal egalitarians
have repeated, clarified, elaborated, and complemented these same principles,
or principles in the close neighbourhood of them, in various ways. Further cla-
rifications, elaborations, and supplementary developments are surely to come.
They are not likely to call into question the claim that the normative com-
mitments underlying Marxian social theory and those elaborated by liberal
egalitarians broadly coincide. There is no need to go ‘beyond liberal egalitari-
anism’ in this important dimension.

Turning to the normative implications of Marx’s critique of political eco-
nomy, his main claim is straightforward: capitalist market societies have not
been, are not now, and in principle can never be societies in which ‘the full and
free development of every individual forms the ruling principle’ and ‘the free

2 Marx 1976a, p. 739; Marx and Engels 1976, p. 506; Marx 1975b, p. 182.



342 chapter 13

development of each is the condition for the free development of all’. Most lib-
eral egalitarians reject this judgement, asserting that capitalistmarket societies
are capable in principle of being such societies if the proper background con-
ditions are established through political regulation. Some adherents of liberal
egalitarian principles, however, reject this thesis. One current concedes that
no form of capitalism can be normatively justified in any full sense, even in
principle, while still insisting its technological dynamism can make it normat-
ively acceptable as a ‘second best’ for a non-ideal world. A third group regards
even thismuchweaker thesis as unsupportable, insisting that capitalistmarket
societies must be transformed into a different sort of market society, property-
owning democracy.

Building upon Marx’s critique of political economy, I have argued against
all three streams of left liberalism. All leave the reign of capital in place,
including the limit case of capital without capitalists. Market societies are gov-
erned by the imperatives of commodification, monetarisation, and valorisa-
tion. The force with which these imperatives are imposed in market societies
will always institutionalise an alien conception of the good on the level of
society as a whole, capital’s good, the ‘self-valorisation of value’. Such a social
world rules out ‘the full and free development of every individual’. Normative
social theory in the twenty-first century must move ‘beyond liberal egalitari-
anism’ by acknowledging this essential emergent property of market societ-
ies.

The most important practical implication of this theoretical acknowledge-
ment follows immediately: the great task of the coming period of world history
is to construct a viable and normatively acceptable alternative to market soci-
eties and the reign of capital. It would be ludicrous to attempt to construct
a detailed blueprint of what a future socialist society might look like, even if
space allowed. A few general remarks, however, can be made.

Any acceptable post-capitalist society must overcome the dualism separat-
ing the supposedly private and non-political realm of ‘free’ agreements (but
which is in fact the realmof capital, an alien power dominating social life) from
thepublic andpolitical realm supposedly transcending society (butwhose very
form is essentially shaped by its relationship to capital). The process of pro-
ducing and allocating social wealth (including especially the social surplus) is
inherently a political matter, even when it occurs through supposedly ‘private’
and ‘non-political’ contracts among formally free and equal agents enforced by
an allegedly ‘neutral’ state.

The abolition of labour markets, that is, the abolition of wage labour as
a social form, would contribute greatly to overcoming the ‘bifurcation of the
political’. It is also required if we are to ever attain a world in which the ‘all per-
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sons are equal, so far as the importance of their basic interests are concerned’.3
To accomplish this, theproductionanddistributionof goods and services could
be undertaken by worker co-operatives, with managers democratically elec-
ted by, and accountable to, those over whom they exercise authority. Workers’
share in the fruits of these enterprises could then be allocated in a transparent
fashion, with the principles underlying these allocations subject to democratic
discussion and approval amongmembers of theworkforce themselves. A num-
ber of defenders of property-owning democracy (in specific, those who defend
pod3) would agree.

Capital markets where private property rights to units of production and
distribution are bought and soldmust be abolished as well.4 To advocate grant-
ing workers ownership of their place of work (as opposed to use rights) is to
commit the same category confusion of public and private as granting own-
ership rights to investors of money (or special money-like things). It would be
like saying city workers should privately own City Hall. The latter is collectively
‘owned’ by the local community today; workplaces should be seen as ‘owned’
by communities tomorrow. Scare quotes are appropriate here because the term
‘ownership’ seems inappropriate in this context. The proper term to use here is
the commons, where various use rights are allocated to various groups accord-
ing to rules collectively agreed to by the community as a whole, without any
agent or set of agents being able to claim exclusive private property rights.5

If ownership of the production facilities is assigned to local communities,
with decisions regarding their use delegated to the workforce at those sites
and their electedmanagers, ‘stakeholder interests’ could be representedwithin
them to a degree that simply is not possible when units of production and dis-
tribution are categorised as the sorts of things that can be privately owned. In
the latter case, Boards of Directors will invariably tend to primarily represent
some combination of the interests of owners and managers. When the inher-
ently public and political nature of these units is institutionally acknowledged,
in contrast, Boardsof Directorswill be farmore capable of effectively represent-
ing the broad community interests, including other enterprises with which the
workplace is networked, its customers, environmental groups, and so on. Con-

3 Buchanan 2004, p. 42.
4 It should go without saying that going ‘beyond liberal egalitarianism’ does not mean that all

private property rights to personal consumption goods are abolished. No one should fear that
their toothbrush would ever be considered common property.

5 It might make sense to reserve the use of ‘commons’ to workplaces exceeding a certain size.
Those that donot involve exercises of authoritymight be appropriately considered as ‘private’,
although other considerations may be in play that would rule against this.
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siderations of far wider range of interests would tend to become second nature
in firms’ decision making. Matters of public import that are treated as extern-
alities when units of production and distribution are privately owned would
tend to be internalised. (The workings of community banks described below
would reinforce this tendency).

Most contemporary political philosophers believe that Marx’s rejection of
private ownership of units of production and distribution conflated political
and economic power, and that such a conflation is a recipe for authoritarian-
ism at best, totalitarianism at worst. This conflation was, after all, a feature
of both fascism and Stalinism. Whatever the limits of democratic capitalism
might be, it institutionalises a separation of political and economic power that
most philosophers regard as an irreplaceable protection against tyranny, no
less important than the separation of state powers or the universal franchise.
Of the objections raised against Marx listed in Chapter 3, this one remains
unanswered.

A first response is to note Marx’s insistence on the importance of elections,
universal franchise, and representative institutions throughout his life, from
his earliest writings on the state through his late essay on the Paris Commune.6
Intellectual honesty demands that the immense gulf between this commit-
ment and the foundations of fascism and Stalinism be acknowledged. The
most important question, however, is not what Marx intended. It is whether
attempts to surpass the limits of democratic capitalism are doomed to produce
something far worse. Given the horrors of the twentieth century, this issue can-
not be dismissed with a blithe reference to Marx’s scorn for blueprints of the
future.7

A first requirement is to overcome the drive to accumulate money capital
as an end in itself, which in market societies holds on the macro level, over-
riding all other social ends. As argued in the previous chapter, this overcoming
requires the abolitionof capitalmarkets, andnotmerely thediffusionof private
ownership of capital assets. Decisions regarding the level of overall new invest-
ment, themain priorities for new investment, and the overall level of resources
to be devoted to public goods must be made within democratically elected
bodies after extensive public debates. In the absence of compelling reasons to
do otherwise, funds for new investment should then be distributed to regions

6 See Marx 1986a, where Marx unequivocally defends the Commune’s requirement that those
exercising authority be elected, subject to recall, and paid only average workers’ wages. No
society lacking such features should ever be referred to as ‘Marxist’.

7 Interested readers are urged to consult Schweickart 1993, 2002, 2014; Smith 2000, Chapter
Seven; and Smith 2005, Chapter 8, for more extended discussions.
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on a per capita basis. The actual allocation of new investment funds to enter-
prises could then be undertaken by community banks, also ‘owned’ by local
communities, with Boards including representatives of a broad range of social
groups affected by the banks’ decisions.8 In this institutional framework the
market–with its law of value–would not be the primary regulator of social life.

In a socialist society with public control of new investment flows and demo-
cratic workplaces, there would not be a dominant structural tendency for
increases in productivity to lead to greater output with no reduction in labour
time, whether or not those affected have good reasons to value time spent with
family and friends, engaged in community activities, or other projects of their
own choosing more. With productivity advances tied more closely to reduc-
tions in the labour time spent in formal workplaces (with no loss of living
standards), the time that could be spent contributing to commons-based peer
production would tend to expand significantly. The systematic tendency for
the results of commons-based peer production to be used in a manner that
advances the structural coercion, domination, and exploitation of the work-
force would also be eradicated.

Democratising decisions regarding the levels and priorities of new invest-
ments would in addition allow for greater coordination of investments, erod-
ing the systematic tendency to overaccumulation crises. The elimination of
‘private’ markets in capital assets would simultaneously eliminate financial
crises. And with the ‘grow or die’ valorisation imperative put out of force as
a result of democratic social control over the level of overall new investment,
the main factor underlying environmental crises today would be checked.

Allocations of new investment funds to regions on a per capita basis would
lead to quite a different social world from one based on allocations governed
by the valorisation imperative. The equalmoral worth of all individuals implies
that all individuals should have fair access to the material preconditions for

8 Commonassumptions about the role of capitalmarkets today aremyths. In particular, private
capital markets are simply not necessary to fund enterprises. Established enterprises mostly
fund new investments through retained earnings. Start-up firms, of course, by definition
cannot rely on retained earnings. But venture capitalists typically do not bestow private
funding until relatively late in the game, after public funding has provided the crucial support
to keep start-ups operating until they have reached the crucial proof of concept phase
(Block and Keller 2011; Mazzucato 2013). The main function of capital markets is to provide
a mechanism for gaining control of enterprises, for distributing social wealth to privileged
‘inside’ groups (the top executives and others enjoying stock options), and for distributing
social wealth to privileged ‘outside’ groups (mostly a small group of wealthy investors and
their financial agents), all based on parasitically free-riding on public investments.
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human flourishing. Nothing would further this desideratummore than a social
order inwhich all regions had a (prima facie) equal right to a per capita share of
new investment funds. Thismeasure will automatically dissolve the systematic
tendency to uneven development that is an emergent property of market
societies. That desideratum would also be greatly furthered by treating all
formsof scientific-technological knowledge as thepublic goods they inherently
are, rather than as just another form of private property; lack of access to
such knowledge maintains the vicious circle reproducing severe poverty and
inequality in global capitalism. All information goods that can be provided at
next tono cost once thenecessary infrastructure has beenput intoplace should
be categorised as free public goods, and the required infrastructure should be
considered as a public good as well. Without an intellectual property rights
regime and its accompanying predatory rent extraction, commons-based peer
production could also truly flourish, with all its profound consequences for
human autonomy and flourishing.

In the institutional framework sketched here, the sector devoted to produ-
cing free public goods tomeet social needs directly (the ‘commons’) could be as
big as themembers of society collectivelywished. In this alternative framework
there would undoubtedly be a dominant tendency to decommodify an increas-
ingly wide range of goods and services. Those meeting basic needs should be
provided to all individuals as a matter of right, with the list of goods and ser-
vices categorised as basic needs expanding over time as the general intellect
(the collective intelligence and creativity mobilised in the community) devel-
ops.

It is not the mere presence of markets that establishes the alien power of
capital. What makes capitalist market societies so different from pre-capitalist
societieswithmarkets is the society-wide compulsion toplace the accumulation
of surplus value above all other ends. The democratising of decisions regarding
the levels and priorities of new investments, combined with full employment
and basic income guarantees that are not feasible in capitalism, removes the
compulsion. While capital markets and labour markets would be abolished,
there could still be a role for producer and consumer markets to play in a
post-capitalist social order, alongside an (expanding) sector of decommodified
provision. The socialisation of investment does not imply the top-down central
planning of all producer inputs and outputs, or the distribution of all con-
sumer goods. A practical commitment to socialising investments and thereby
dismantling ‘the law of value’ can be combined with an open mind on the
extent to which a form of decentralised planning can be implemented that is
not ultimately inefficient and/or excessively time-consuming. That is for his-
torical experience to decide.
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Many aspects of this very brief sketch will almost assuredly have to be
supplemented, modified, or abandoned in the light of public discussion and
collective experience.9 That is a matter for a later day (or rather, for a host of
later days). There are, however, a few comments that can be added here before
concluding.

First of all, there is simply no case for denying that something along the
lines sketched above is possible in principle. A democratic society beyond the
reign of capital is not ruled out by logic, by biology, by anthropology, or by the
historical fact that it hasnot been institutionalised yet (after all, no institutional
framework that has ever existed has always existed). A dogmatic insistence that
a feasible and normatively superior alternative to capitalist market societies
is impossible is just that: dogmatic. Perhaps the radically pessimistic view
that human intelligence and creativity is incapable of constructing a superior
alternative to capitalist market societies will prove true. Perhaps there will
never be a social world where autonomous agency and human flourishing are
furthered in a less partial and precarious manner than any possible variant of
capitalism allows. If so, that depressing result will be contingent, knowable
only a posteriori. From our present historical perspective as practical agents,
however, our assumption must be that ‘another world is possible’.

Would the sort of socialism sketched above erode economic liberties?Many
left liberal theorists believe it would. Consider the following speculation re-
garding how Rawls might reply to the complaint that private ownership of
units of production anddistribution in a property-owing democracywould still
impose a ‘structural constraint’ on the democratic polity:

A sketch of a Rawlsian response to this worry might begin by stress-
ing that the value of democratic self-direction is not absolute, and must
always be balanced by the sometimes countervailing value of individual
liberty in the economic sphere. Such a line of argument would stress that
any proposal which secured the complete autonomy of the democratic
sphere from economic ‘structural constraints’ only at the price of excess-

9 SeeMcNally 1993, Ollman 1998, andWestra 2015 (Chapters 6–7) for discussions of alternative
perspectives on socialism. It should go without saying that no form of socialismwould estab-
lish a Garden of Eden. Personal conflicts, grudges, petty jealousies, insecurities, aggressive
impulses, losses of temper, self-aggrandizement, and so on, would not magically disappear
from social life, or suddenly cease to have pernicious impacts on households, workplaces,
neighbourhoods, voluntary associations, and every other type of community. The claim is
that there can be a profound normative advance on the level of institutional frameworks
nonetheless.
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ively truncating citizens’ economic liberties would have thereby failed to
strike a satisfactory balance between these various competing political
values.10

But precisely whose economic liberties would be ‘truncated’ if investment
decisions were socialised along the lines sketched above? Consumers would be
free to choose the goods and services that best fit with the lives they havemost
reason to value. Workers would enjoy freedom of occupation, plus the free-
dom to hold those exercising authority in the workplace accountable. Citizens
would be collectively free to decide (directly or through directly accountable
representatives) the appropriate level of growth, investment priorities, the pro-
portion of productive resources to be devoted to providing public goods (that
is, the rate at which the public sector should expand and commodified goods
and services are decommodified), and so on. Entrepreneurs would be free to
request funding from community banks. Community banks would be free to
allocate investment funds to enterprises operating in their regions that they
think would further democratically agreed priorities themost. And they would
be free to shift investments if their estimations proved incorrect according to
intersubjective criteria. Most of all, wewould all be free from the alien compul-
sion to subordinate human ends to capital accumulation as an inhuman end
in itself on the level of society as a whole.

It is true, of course, that those claiming a right to privately own enterprises
as a means for furthering their private self-interests would not have the liberty
to do so. But those claiming a right to privately own political offices do not have
the ‘liberty’ to do so once political offices are categorised as publicmatters, and
those who claim a right to privately own other persons do not have the ‘liberty’
to do so once slavery is abolished. What left liberal would say that ‘truncated
liberty’ is the appropriate category in those cases? If there is not a legitimate
liberty right, then it cannot be ‘truncated’ in any normatively relevant sense of
the term. If 1) there is a categorical imperative to create a world where ‘the free
development of each is the condition for the free development of all’, 2) such
a world is incompatible with one governed by the valorisation imperative, and
3) the valorisation imperative is an emergent property of market societies with
private ownership of competing units of production and distribution, then
there cannot be a legitimate liberty right to own such property.

Marx affirmed that the objective material preconditions for a society where
‘the free development of each is the condition for the free development of

10 O’Neill 2014, p. 83.
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all’ were (or would soon be) in place.11 Marx also held that the course of
capitalist developmentwould generate the necessary subjective preconditions,
that is, new forms of social agency capable of bringing about such aworld. This
dimension of Marx’s normative social theory is not refuted by simply pointing
out the demise of the nineteenth-century industrial working class in England.
A full defence of Marx’s claim, however, would demand another vast project far
outside the scope of the present study. I shall only comment here on an aspect
of the present work directly relevant to that project: the concept of capital
presented in Chapter 4 leaves space for the required social agency that other
concepts of capital close off. The importance of this point, and the general
importance of the concept of capital for the present work, justifies one final
elaboration of that concept.

The concept of capital is even more bizarre and paradoxical than the sub-
atomic entities that are somehow simultaneously particles and waves. Capital
may be Everything, but it is also Nothing. Capital may be a Dominant Subject,
but it is also amere pseudo-subject, a parasite, a ‘vampire’, to useMarx’s power-
ful images. It is extremely difficult to get thebalance just right.On theonehand,
there is the view associated with Antonio Negri that living labour in the age
of immaterial production has already become autonomous from capital and
capital’s measure. This makes capital an utter Nothing, maintained in artifi-
cial existence only through the external power of the state. There is then no
difficulty accounting for social agency apart from capital. In a sense, commun-
ism is already here; the only thing that remains to do is dismantle the alien
power of the external state. On the other hand, there is what may be termed
the ‘one-dimensional society’ view that Lukács among others at least some-
times appears to accept, according to which capital shapes human subjectivity
‘all the way down’, moulding it to fit capital’s needs, trapping consciousness in
the (objective) appearances of reification and fetishism. Capital is Everything
in this framework, making any talk of an autonomous subjectivity apart from
capital a residue of illusionary romantic humanism. There is no space here for
social agency resisting capital’s domination.12

11 Marx’s affirmative answer can be traced back to his reflections on the world historical
role of the ‘general intellect’. Those reflections anticipate the work of liberal egalitarians
who have studied the material preconditions of social change most closely, especially
the contemporary neo-Schumpeterians and advocates of common-based peer produc-
tion discussed in Chapter 10. The latter too affirm that objective material preconditions
for significant social change are emerging. There is no reason tomove ‘beyond liberal egal-
itarianism’ on this point.

12 Authors defending this view typically invoke crisis (financial, military, environmental) as
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Marx’s concept of capital avoids both extremes. On the one hand, activities
furthering human ends – the engineer wanting to know how a technical prob-
lem can be solved, the parent hoping to provide adequately for children, the
consumer interested in experiencing a new book or movie – are undoubtedly
shaped by the fact that capital is the main organising principle of the social
world. Solving a technical problem, working to obtain household income, or
buying a book or movie ticket, are generally moments in capital’s circuit, con-
tributing to capital’s end of self-valorisation. Capital is the dominant force of
our social world. It has a totalising drive to invade every nook and cranny of
social life, and the way social life is organised (the separation of living labour
from its objective preconditions) grants it a tremendous ability to extend its
dominance. In a real sense capital creates the human capacities mobilised
as part of the process of capital accumulation, and in principle there are no
human capacities that cannot be mobilised as part of the process of capital
accumulation. From this point of view these capacities are capacities of cap-
ital.13

On the other hand, however, capital’s nature as pure form is also its pure
emptiness in itself; capital in itself has no determinate content. In this sense
capital accumulation is completely dependent on social agents having human
ends that do have determinant content. And capital, as pure form, has no capa-
cities on its own, and is completely dependent on the mobilisation of human
capacities. Once mobilised, the capacities of living labour remain capacities of
living labour, even after they have been incorporated within capital circuits.
These capacities are ontologically ‘other’ than capital.There is always anobject-
ive potential in these capacities for them to be actualised in ways that are not
subordinate to capital’s end. If capital can only attain its end through humans
pursuing their ends, and if the so-called capacities of capital remain the collect-
ive capacities of living labour (even as they take on the alien form of capacities
of capital), then the pursuit of human ends and the development of human
capacities are always more than merely moments of capital’s self-valorisation.

a mechanism of radical social change, a deus ex machina that will somehow make new
forms of social life emerge on the world stage. But if the schematism of capital is truly all-
powerful, social agents would continue to act as moments of capital in the wake of crisis,
war, and environmental devastation. In the stark alternative posed by Rosa Luxemburg,
they would be determined to choose barbarism, not socialism.

13 Lotz 2014 insightfully talks of capital imposing its ‘schema’ on human experience, shaping
it in a manner somewhat analogous to how the transcendental ego of Kant supposedly
shaped our experience.
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In their concrete lived experience people regularly have a sense of pro-
foundly important shared ends that are irreducible to the ends of capital. Cap-
ital may reach ‘all the way down’, but the capacities it initially mobilises can
be directed to ends distinct from capital’s ends, different value practices with
different measures of success. When these ends are forcibly subordinated to
the demands of capital, people regularly feel that something has gone wrong,
even if they lack the conceptual framework to articulate exactly what has gone
wrong and why. All social movements against capital that have ever arisen,
and all that ever will arise, start from this lived experience.14 This experience is
not a mere subjective delusion. An adequate concept of capital must take into
account how this experience reveals something objective about the complex
ontology of capital, and about the capacity for agency beyond capital’s imper-
atives.

Capital’s ability to commodify and monetarise dissatisfaction with capital
should never be underestimated. Capital also has tremendous resources to
discipline social agents so that their ends either serve capital’s ends or are
marginalised or destroyed. But capital’s disciplinary mechanisms are effective
in various degrees; they are not always and everywhere maximally effective.
If they were, then we would truly be a ‘one-dimensional society’ without any
way out; all agency would be thoroughly subsumed under capital. There are
always new spaces opening up for struggles against capital. A social ontology
of capital needs to account for the fact that progressive social movements
regularly arise with an objectively anti-capital dimension. These struggles may
eventually be co-opted in various ways. That does notmake them less struggles
against capital’s measure, or less capable of opening possible alternative paths
of development.

If the arguments presented in this book are accepted, the normative jus-
tifications of market societies defended by liberal egalitarians cannot be. If
resistance to capital is an objective possibility in the ontology of capital, and
if this resistance can be expected to increase in a historical period when the
destructive elements of capitalism’s creative destruction have become ever-
more threatening, then the problem of social agency is not irresolvable, how-
ever daunting theproblemsof creating appropriate formsof organisation, lead-
ership strategies, and tactics remain.15 These considerations are based on a

14 See De Angelis 2007 on this crucial point.
15 One final point relevant to agency can be added: those asserting the one-dimensional

society thesis cannot account for their own activity. If the power of capital were all
encompassing, if the reification and fetishisation of capital were inescapable, then that
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concept of capitalmissing in thework of even themost progressive liberal egal-
itarians. Any consideration of social agency incorporating these considerations
is therefore ‘beyond liberal egalitarianism’.

The concluding comment concerns what is to be done right here and right
now. What follows practically in the short-term from the multi-levelled theor-
etical critique of liberal egalitarianism presented in this work? The answer is
‘almost nothing’ in one sense, and ‘just about everything’ in another.

Nothing changes in that the sorts of policy proposals left liberals advocate
should generally still bedefended.Refusing to endorse anypolitical agenda that
does not centre on the immediate dismantling of the reign of capital would be
foolish and irresponsible in present circumstances. Far too many still believe
capitalism can be reformed in amannermaking it normatively acceptable, and
will respond to more radical agendas with some combination of indifference,
disbelief, mockery, and hostility. In contrast, a critical mass of social agents
today could foreseeably be brought to support liberal egalitarian proposals for
basic income guarantees, full employment, significantly reducedworkdays, co-
determination in workplaces, strong environmental regulations, and so on. I
do not see how anyone wishing to build on Marx’s legacy could fail to support
social movements for these sorts of reforms.

But these policies cannot be endorsed on the grounds that they will bring
about a normatively defensible variant of capitalism. Capitalismneverwas and
never will be normatively defensible by liberal egalitarian standards, not even
as a ‘second best’. Those who have learned the relevant lessons from Marx’s
critique of political economy must continually explain why these reforms
will show that they cannot be implemented adequately as long as the social
forms of capital are in place. Struggles to institute them are a form of learning
process whose most important results will hopefully be new forms of political
consciousness, new forms of political agency, new forms of organisation, new
strategies and tactics to create the other world that we hope may still be
possible (while knowing there areno guarantees). Anormative social theory for
the twenty-first centurymust contribute in every possible way to this collective
process of transformation and radicalisation.

It must, in other words, move ‘beyond liberal egalitarianism’.

power, that reification, and that fetishisation, could not be recognised as such, let alone
subject to critique. If capital were a closed totality, as opposed to a totalising principle, it
would be impossible to grasp it as such…and this book could not have been eitherwritten
or understood.
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