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Introduction

APITALISM IS ON TRIAL these days. Its destiny and its

alternatives—past, present, and future—are intensely de-

bated. In October 2018 even the White House Council of
Economic Advisers dealt with the subject, issuing a report titled
The Opportunity Costs of Socialism. The report itself is a blend of
factual inaccuracies and data presented in a tendentious way to
show how the standard of living that Americans have achieved
with their limited government is higher than in the European
welfare democracies and Nordic countries in particular. But what
is interesting in this document is its alarmed tone, which be-
trays the nervousness of the incumbent administration: “Co-
incident with the 200th anniversary of Karl Marx’s birth,” the
report reads, “socialism is making a comeback in American po-
litical discourse. Detailed policy proposals from self-declared so-
cialists are gaining support in Congress and among much of
the younger electorate.”
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In fact, supporters of “democratic socialism” in the United
States generally fight for what Europeans call “social democracy,”
which is arguably not a variety of socialism but a mild variety of
capitalism. The use of the word “socialism” by politicians and ac-
tivists is due not only to a certain casualness in handling terms
and concepts but especially to the need to highlight the differ-
ences with the liberal tradition associated with the Democratic
Party in the years of John F. Kennedy and Lyndon B. Johnson,
and more recently Barack Obama. American radical progressives
are not satisfied with establishing a Medicare for All, or a national
health insurance, except as an intermediate target. They want to
remove the entire health care system from private hands, take it
away from the greed of corporations, and be able to count on an
extensive system of public hospitals and doctors who are state em-
ployees. That is what is normal in Europe and what many of us
think is a decent arrangement, even though it used to work better
in the past and could be improved. Speak to someone at a bus stop
in Helsinki or in Rome and you will hear more or less the same
mix of satisfaction and complaint. Those who complain that they
do not receive enough from the state often lack a benchmark.

Determining whether social democracy is exportable to the
United States goes beyond the scope of this book. European so-
cial scientists have often looked with astonishment at the events
in this country, which they consider both familiar and exotic.
German professors visiting the United States at the beginning of
the twentieth century were surprised that there were no maids
in the homes of their colleagues, that unions were weak and reli-
gious sects strong, and that socialist ideas had no appeal to the
working classes. They were aware, in short, that the distance
between the Old and the New World was more than a geograph-
ical fact. Regardless of the success of the current battle of the
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American left, it is certainly possible to do something to im-
prove the situation of a society torn apart by inequality and racial
divisions, and in which entire subsets of the population not only
live in economically disadvantaged conditions but also have a
life expectancy significantly lower than that of their fellow citi-
zens. Every step to redress these imbalances, no matter how
small, is an important step, and every result is an achievement.

For Europeans, on the other hand, reappropriating social de-
mocracy means reappropriating their history—a history that has
been vilified by a class of opportunistic politicians who, in the
past thirty years, have sacrificed the ideal to their shortsighted
calculus of consent. It was unquestionably much easier to be a so-
cial democrat during the postwar boom than it is today. When
the wealth pie grows quickly, one is more willing to give up part
of one’s share for the good of the community. In more difficult
times, however, selfishness is unleashed. Moreover, reclaiming
the state is beset with a number of difficulties. For example,
because of the way in which the international financial system has
been shaped, and because of the choice to embrace unregulated
globalization, it is hard for any government to control capital
flows. But in the conflicted and malaise-ridden epoch we are
living through, there are also encouraging signs indicating po-
tential grassroots support for a return to the original spirit of so-
cial democracy.

A minority fringe of those who call themselves “democratic
socialists” really wish to end capitalism, even if only as a long-
term goal. They advocate social ownership of the means of
production but not central planning, given the unfortunate out-
come of the Soviet experiment. They favor participatory arrange-
ments based on decentralized, democratic decision making, and
workers’” self-management, and dream of replacing corporations
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with a host of cooperatives. How do they expect to get there? The
answer is often given: by activism and persuasion, or by in-
fecting society a bit at a time with virtuous example. Either the
departure from capitalism is total, it is argued, or it will be in-
effective, because capitalists will not submit to taming. I think
this battle to “overthrow the system” is lost from the start. And
I believe that throwing such arguments in the air does not do
progressivism any service, but risks spreading false hopes, while
delegitimizing the reformist politics that are needed. Instead, it
is necessary to reaffirm the role of the state in the modern economy,
its just ambition to control strategic sectors and to claim for itself
the monopoly of public services. A democratic state is, and does,
what its citizens want it to be and do. Hence, the best way to em-
power it is to prevent corporate interests from manipulating public
opinion. While this book does not start from the immediate con-
cern of engaging with current political debates, the story it tells
should speak directly to the reader’s preoccupations, highlighting
the risks of indulging in unrealistic expectations about the future
of capitalism. I hope that awareness of these pitfalls will not lead to
despair for those who want a better world, but that they will find
reason for an even more tenacious commitment.

In this work I deal with the prophecies about the end of capi-
talism that have dotted the history of modern social science since
its inception. Almost all of the great social theorists, at one point
or another in life, engaged in forecasting. This is not surprising.
It is indeed quite natural that clever, curious people have won-
dered about the future of the system in which they find them-
selves. What is striking is that most of them, not just socialists
and progressives, but also advocates of economic freedom, ex-
pressed varying degrees of skepticism about the survival of capi-
talism. The second interesting element is that these prophecies
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never came true, and it is important to understand why. Fore-
casting, moreover, still continues, and this too requires an ex-
planation. By reflecting on the way the end of capitalism has been
imagined over the past two centuries, and by engaging in con-
versation with the forecasters, much can arguably be learned not
just about social science, but about capitalism itself. This journey
through unfulfilled prophecies therefore has two objectives. The
first objective is to make sense of why forecasts fail and to find
out what is wrong with them. The second objective is to use this
information to improve our understanding of how capitalism
works and what sustains it.

I started investigating capitalism about fifteen years ago, when
I was still a doctoral student. Those were the years before the
global financial crisis. The political and intellectual context of that
decade seems very distant from the present one. Thinking back
to those years so close in time but so far in mood, I feel like those
writers who just after the First World War referred to the Belle
Epoque, which ended in 1914, as a lost world. Fortunately, unlike
then, there is not much to regret about the recent past. We mis-
takenly believed that the problems of capitalism were, after all,
still under control. My first book, a history of the idea of capital
from the sixteenth century, was intentionally made to end in the
1970s. To an editor who tried to make me desist (for sales reasons)
from this suicidal choice, I boldly replied that I was not interested
in the past thirty years because the age of social classes and class
conflict, which had begun with David Ricardo and Karl Marx,
was over forever, along with the end of manual labor. A sin of
youthful naivety? Of course it was. However, I cannot get the
thought out of my head that in those years we were living under
a dictatorship of optimism. The crisis did not give us lessons (no
crisis has ever taught anyone how to avoid the next!), but it did at
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least help us to look differently at the situation we had before our
eyes. We understood that capitalism was still the great protago-
nist of our time. This extraordinary chameleon had managed to
transform itself once again until it became almost unrecogniz-
able. But now it was out in the open, and it promised to be an un-
pleasant presence.

Although it is the result of academic research, this book is
aimed at a general readership. I hope, above all, that it will arouse
the interest of those who, young or old, are driven by a strong
commitment to social justice. The problems in dealing with cap-
italism now are the same as those encountered many times be-
fore; thus, being aware of the responses, and self-deceptions, of
earlier generations can certainly help us put things into perspec-
tive. But even those who are fond of capitalism will find food for
thought in the story I am about to tell, and in the implications
that follow from it. Capitalism is destined to create troubles, and
society will not accept to let itself be governed by capital. It has
always managed to put limits on its excessive power and will con-
tinue to do so.

The book is compact in size and has a simple structure. It can,
I think, be easily read from cover to cover following the order in
which the chapters are presented, but those interested in specific
themes or periods can orient themselves using the summary of-
fered here. The first four chapters outline the historical narrative
of unfulfilled prophecies from the nineteenth century to the pre-
sent. They are followed by two chapters reflecting on the impli-
cations of this story. In these later chapters I wonder about what
went wrong, or what is wrong, with attempts to predict the future,
but also about the persistence of capitalism, trying to get to know
more about its nature and its dynamics.
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Chapter 1 takes us back to two centuries ago, to the exact point
where these misadventures began. Around 1848, the year of the
February Revolution in France, the term “capitalism” was born
(the term “capitalist” had already been in use for quite some time).
Along with this new concept, prophecies about capitalist and
postcapitalist futures also emerged. Was this a coincidence? Of
course not. During the middle of the nineteenth century, intel-
lectuals began to realize that the world around them had changed
to the point that the old categories were unsuitable for describing
the new society. As soon as the existence of capitalism was rec-
ognized, these thinkers wanted to know when and how it had
begun and how long it would last. Britain, which during the Vic-
torian era was the engine of global capitalist development, was
also the nerve center of forecasting activity in this period. The
first part of our story starts here, with John Stuart Mill and Karl
Marx as the two main protagonists. At the height of British in-
dustrialization, Mill believed that the growth potential of the cap-
italist economy was near to exhaustion, as it had already reached
the limit of demographic and environmental sustainability. He
thought that continuing on this path was neither possible nor de-
sirable. He implicitly compared capitalism to a living being that
could not escape ageing, but he saw this transience as an oppor-
tunity for moral progress. Once freed from the tyranny of need
and unable to grow further, Mill anticipated, developed countries
would be in an ideal position to pursue social justice. By contrast,
Marx’s vision of the future of capitalism was not one of decline
but of downfall. Capitalism would be swept away by the opera-
tion of the laws of motion that governed history. His argument
was that the development of productive forces would make
the property relations upon which capitalism rested obsolete.
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However, he was not entirely clear about the mechanics of its col-
lapse. At times he seemed to stress the tendency to chronic over-
production, at other times that of the profit rate to fall. To these
factors he added the revolutionary role that would be played by a
class-conscious proletariat. Marx was not naive and knew that
there were other factors that worked instead in favor of capi-
talism, but his list was far from complete, and he actually misun-
derstood the effect of technology. He was also unable to antici-
pate that capitalism, for all the moral misery it created, would
raise the living standards of the working classes and lead them
increasingly to behave and think like the middle classes. The im-
provement in the living conditions of the working class was con-
tinuous from the end of the nineteenth century through the
postwar period. It was this discrepancy between theory and
reality that, at the turn of the twentieth century, led to the first
doubts within Marxism and, a few years later, prompted the cri-
tique of a great liberal thinker like Max Weber. But in part, at
least, Marx has been vindicated. Are not we talking today about
the crisis of the middle class, the vanishing middle class, and so
on? One may not trust Marx as a prophet, but, if we are to un-
derstand capitalism, it is hard to get rid of him.

By the time of the Great War, when Chapter 2 opens, Marxism
had already split into two currents, one revolutionary and the
other reformist. The first saw in the imperialist instincts that had
caused the war the sign that capitalism had reached its last stage.
They held that capitalism had exhausted all the margins of exploi-
tation within the developed world and that even its ability to
make profits in the colonies was quickly running out. War was
the moment of truth, and what would follow would be either “so-
cialism or barbarism.” By contrast, the reformist wing, which
was the majority in Western Europe and would give rise to
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modern social democracy, had stopped believing in the end of
capitalism and was sure that the warring powers would eventu-
ally reach an agreement to share out any future wealth. The Rus-
sian Revolution opened up an unbridgeable gulf between these
two souls of socialism.

Only a few years passed since the powerful shocks of 1914-1918
and the Western world was hit by the stock market crash of 1929
and the Great Depression, which in turn paved the way for the
rise of Nazism. This sequence of economic and political upheavals
ended, in a truly tragic way, with World War II. In such a turbu-
lent period, the forecasting machine started to work again at a
frantic pace. The more orthodox Marxists saw in the Great De-
pression the proof that Marx was right and that capitalism was
on its way out. Other and less dogmatic analysts did not see any-
thing irreparable in the crash. Market instability could be rem-
edied by regulation and planning. Indeed, this was the path taken
in both dictatorships and democracies. But the way in which the
international New Deal was taking shape raised other doubts.
What if, a growing number of people thought, this highly regu-
lated monopoly capitalism was the prelude to the convergence be-
tween capitalism and Soviet collectivism? Against this back-
ground, the eccentric prophecies of two great soloists stand out.
One was John Maynard Keynes, the other Joseph Schumpeter.
Keynes predicted that around 2030 civilized peoples would lose
their insane passion for capital accumulation and would dedicate
themselves to the good life, which for him essentially meant
spending afternoons in the company of Virginia Woolf and at-
tending ballet performances. We still have about ten years to
verify the correctness of the prediction made by this distinguished
Englishman, but we can already doubt it. Schumpeter, for his part,
believed that the end of capitalism would come at the hands of
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the wicked intellectuals who were advising Franklin D. Roose-
velt, whom he found guilty of wanting to take down capitalists
on account of envy. Only an intellectual could overestimate so
much the hold of his colleagues on politics and society!

In the postwar period, the trend toward the intensification of
state intervention in capitalist economies continued, albeit in
new forms. The accomplishments of social democracy and the
Keynesian mixed economy seemed to be living proof that a
middle way between capitalism and socialism was possible, and
for a while the fatalism of the prophets of doom gave way to the
pragmatic optimism of the welfare state architects. In almost all
European countries, a nonaggression pact between the social
classes was made with the blessing of the state. Workers accepted
private ownership of capital, and capitalists agreed to pay to en-
sure the universal right of the citizenry to lead a dignified exis-
tence. The rationalistic dream of building the good society by
means of political and economic technology appeared to be
within reach. This happened while the advent of mass affluence
on both sides of the Atlantic created a climate of general confi-
dence in capitalism’s ability to avoid new crises. But the urgency
to divine the future came back in full force in the 1970s, when a
decade of slower growth, high inflation, and unemployment put
an end to social peace. This is the subject of Chapter 3. The sig-
nals of the sea change, in truth, had already manifested them-
selves in the second half of the 1960s, starting from the United
States. In those years a malaise about the dark side of affluence
grew. The more critical sectors of the public and the educated
younger generations were unhappy with consumer society, as
they felt it was producing a new form of alienation. Not only did
they complain about materialism, but they also felt that their lives
were being controlled by corporations through manipulation of
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everyday choices. Finally, they repudiated the imperialist and
neocolonial policies led by Western governments around the
world, from Africa to Vietnam. These widespread feelings were
given voice by Critical Theory, and particularly by the work of
Herbert Marcuse. For cultural conservatives like Daniel Bell, the
rise of the counterculture sounded instead like confirmation that
capitalism was being undermined by its self-defeating values. Af-
fluence had generated a hedonistic and largely antibourgeois
spirit that was eroding the foundations of capitalist society. In the
difficult economic circumstances of the 1970s, the uncertainty
brought about by the transition to the postindustrial society pre-
cipitated a climate of distrust. Many doubted the ability of capi-
talism to survive in this changing environment, where all the an-
chors that had ensured postwar stability were missing. They
came to the conclusion that, while the welfare state and the mixed
economy had managed to pacify and stabilize capitalism for a
while, they had not resolved its contradictions, which were now
reemerging in the form of political contradictions. Capitalism, as
Jirgen Habermas maintained, had managed to avoid economic
crises by turning them into political crises, but as a result the state
was now undergoing a legitimation crisis.

The mood changed again with the rise of the New Right in the
1980s and its slogan that there was no alternative to the status quo.
But the new era was definitively confirmed when the disintegra-
tion of the Soviet bloc left critics of the existing order without a
counterexample. This introduces the period covered by Chapter 4.
The chapter opens with Francis Fukuyama’s strong claim about
the “end of history” in 1989 and closes with the debates that took
place during the Great Recession and its aftermath. These were
twenty years of formidable triumphalism. The almost absolute
domination of neoliberal ideas and practices seemed to give
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capitalism an unbreakable shell, blocking out all hopes of an
anticapitalist future. Critics of the system had to seek refuge
back in utopia, a genre that had fallen from grace during the Age
of Revolution and since then had only made brief appear-
ances. Capitalism was thought to be immortal, and people
began speaking of it as an entity outside of time and space. It
was said that it had even transcended itself, evolving into an
enhanced and perhaps ultimate form. One of the oft-repeated
arguments was that physical capital had lost much of its impor-
tance in the postindustrial society, while the now prevailing
form of capital, being knowledge or information, tended to be
less concentrated. The myth spread that everybody could be a
capitalist and that proletarians were extinct. These catchphrases
also lay at the core of the Third Way project, the political project
of a new centrist élite eager to dispose of social democracy, which
it depicted as an anachronistic response to the problems of the
liquid society. While Bill Clinton’s and Tony Blair’s spin doc-
tors extolled deregulation over public intervention and work-
fare over welfare, insecurity grew and inequality skyrocketed
in societies that were polarizing into extremes. On top of that,
finance turned into a dangerous bomb ready to explode. And
the explosion, indeed, occurred.

After 2008 the winds of intellectual change shifted yet again.
As expected, the financial crisis put the forecasting wheel back
into motion. So it happened that, amid a thousand shades of cau-
tion, some authoritative social scientists did not hesitate to fix
the date of the death of capitalism around 2040. After almost two
centuries, we seem therefore to be back to square one, to Victorian-
style apocalyptic prophesizing. But the crisis has also brought
with it a more constructive lesson. It drew our attention to the
fact that all the interpretations of postindustrial reality given since
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the 1990s were wrong. In our society distributional conflict not
only persists but tends to be exacerbated by the low growth rates
that characterize the service economy. It follows that either the
left finds effective tools to deal with it or its place will be taken by
the populist right.

This brings us to the last part of the book, which aims to draw
some conclusions on the nature of forecasting as well as on the
functioning and possible evolution of capitalism. In Chapter 5 I
perform what might be called an autopsy on prophecies. I inves-
tigate the general and specific elements that caused their failure,
and the reasons why forecasters so often fall into recurrent
thinking traps. I distinguish three orders of reasons. The first
order includes limitations in human cognition, within which
various types of cognitive distortion are highlighted. The second
order is that of theoretical flaws, among which the underestima-
tion of culture as a social force is undoubtedly the most impor-
tant. The third one is the Enlightenment mind-set of modern
thinkers. In the chapter I also deal with the relationship between
social forecasting and utopia (dystopia) as alternative ways of
imagining a counter-reality in accordance with our desires (fears).
I show how, beyond appearances, there is some continuity be-
tween utopia and forecasting, as prophecies about the end of
capitalism stem from a particular form of utopia: the search for
a law of social evolution. The latter, in turn, is traced back to the
belief in the power of reason and the tendency toward human
progress that made its way into European culture from the late
eighteenth century. Social thinkers were then convinced that, by
applying reason to the study of history, it would be possible to
grasp the lines of its future development. Having abandoned the
idea that the golden age was behind them, they felt entitled to
imagine that this development would, in general, bring good
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things. So their expectations often ended up reflecting their de-
sires. In sum, at the time of the French Revolution, the older uto-
pian drive merged with the new idea of progress, and this step
would shape the course of nineteenth-century intellectual history.
When, in the twentieth century, the cast-iron certainties about
the bright future of humankind were eventually shaken, faith in
forecasting also began to falter. The totalitarian nightmares, the
horrors of war, and the disappointments with actually existing
socialism, but also the moral misery that capitalism continued to
produce, made social critics increasingly disenchanted. No longer
being able to count on anything but their own ever feebler hopes,
they nevertheless remained on the lookout for signs of capitalist
decadence.

In Chapter 6 I use, as it were, the report of this autopsy to offer
an interpretation of capitalism as an economic and social system.
After witnessing so many intellectual mishaps, one might be
tempted to attribute extraordinary qualities to capitalism, as if it
were its ability to adapt that allowed it to fool the doomsayers all
the time. After all, hasn’t capitalism come out of every crisis trans-
formed? Hasn't it survived through change? Such an explana-
tion, however, just like the typical arguments used to back cata-
strophic visions, would presuppose considering capitalism as an
organism, like, say, a plant or insect. Albeit suggestive, this bio-
logical metaphor is not compatible with rigorous social theory.
My sense is that capitalism is neither more nor less adaptable than
other past and present socioeconomic systems. I just happen to
think that the rise, endurance, and decline of these systems de-
pend on conditions that transcend the features inherent in their
fabric. Specifically, I argue that capitalism is sustained mainly by
two deeper elements: hierarchy and individualism. Through the
hierarchical structure of capitalist society, which is embodied in
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what Antonio Gramsci would call the opposition between the
ruling classes and the subaltern classes, the logic of domination
that characterized social relations in antiquity and under the
feudal system is replicated. Individualism, on the other hand,
is the particular form taken by modernization in its Western
variant, the outcome of a long process that began in the early
modern period. It leads to human relations being based on con-
tract rather than on solidarity bonds and means relying on the
market to meet one’s needs. These factors involved in capitalist
reproduction are, indeed, eminently cultural. Those who have a
materialist conception of history tend to think that cultural at-
titudes can be reversed by material progress. I do not believe that
this is the case, and I will endeavor to justify this position in as
much detail as possible.

Another implication of this book is that there can be no “in-
ductive proof” of the future persistence of capitalism based on its
past survivals and revivals. Indeed, the historicity of capitalism
is the very proof of its mortality. Like all the products of history,
one day capitalism will end, or rather slowly turn into a new
system, and this will happen when the conditions that determined
its origin two centuries ago have completely changed. But, apart
from the fact that none of us will live long enough to see this novel
system, we cannot place too much hope in the idea that it will
be a better one. This is because capitalism has much in common
with the even more brutal and unjust systems that preceded it,
while the elements of novelty that characterize it will hardly re-
gress to the point of disappearing.

At the end of my journey in social forecasting, I formed the
conviction that trying to predict the future is more often a dis-
traction from the difficulties of the present than an activity
useful in improving the human condition. I say this with every
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sympathy for thinkers who have kept me company for a long
time and whose noble failures I have grown fond of. It is better to
leave the future to astrologers and focus instead on what can be
done here and now. There is not always much one can do, but
what one can do is meaningful. If politics is the art of the pos-
sible, then what is possible should be done.



CHAPTER ONE

Sitting on the Edge
of Apocalypse

EW PERIODS IN MODERN HISTORY appear to have been as

contradictory as the Victorian era. While steam power set

in motion an inanimate army of looms and propelled trains
along the tracks, a major upsurge in evangelicalism and millen-
nialism was also taking place. The discoveries of geology and bi-
ology, along with the increased sense of control over the natural
world brought about by industrialization, undermined traditional
religion with two alternative outcomes: a revival of fundamen-
talism and a tendency to cling to revelation, or the outright re-
jection of revelation and its replacement by a secular religion of
progress. On one side, one would find a return to biblical prophecy
and apocalyptic themes in the sermons of preachers, on the other,
the humanism of John Stuart Mill and the catechism of earthly
salvation of Karl Marx.! These ambivalent attitudes toward mo-
dernity, paradoxical as they may be, made inroads not just
into the intellectual sphere but also into the built environment.
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Throughout Britain, the smoking chimney stacks of factories co-
existed with a spate of new town halls whose spires and gar-
goyles looked back to a fanciful Middle Ages. Perhaps no other
image captures the spirit of the time as well as that of London’s
St. Pancras station, a futuristic glass and wrought-iron building,
and of its unlikely complement, the immense Midland Grand
Hotel designed by George Gilbert Scott in the Gothic Revival
style.

On 3 November 1859, next to a note reporting that on the pre-
vious day the Crystal Palace had received 962 visitors, the Times
published a long review of the work of Edward Bishop Elliott,
Horae Apocalypticae, a four-volume commentary on the Book of
Revelation.? The reviewer aptly observed how Reverend Elliott’s
contribution belonged to a genre that was stirring great interest.
“Books on the subject,” he wrote, “are in great demand, and the
supply apparently meets the demand.” And he went on to offer
an interpretation of this phenomenon:

The last 10 years, dating their beginning at the great Eu-
ropean convulsion of 1848, have, without doubt, witnessed
so many national complications, social changes, and in-
dividual sufferings—event has so rapidly thundered on
event, and scene flashed on scene—so altered have the face
of Europe and the relations of Cabinets become, and so
unsettled is the European sky at this hour, that intelligent
and sober-minded men, with no spice of fanaticism in
their nature, have begun to conclude that the sublime pre-
dictions uttered on the Mount 1800 years ago are being
daily translated into modern history.?

It was obviously a conservative interpretation of what was
going on, but nonetheless not an unfounded one. The Times
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writer, who seemed to share Edmund Burke’s nostalgia for the
good old days, sought in the rough waters of European politics
an explanation for an essentially British vogue. Perhaps more re-
alistically, the twentieth-century historian E. P. Thompson rep-
resented the Evangelical Revival as a reactionary force within
nineteenth-century English society. According to him, it fulfilled
the need to justify capitalist exploitation while, at the same time,
re-creating community ties among workers that industrialization
had destroyed.*

Be that as it may, the changing nature of prophecy during the
Victorian era mirrors the self-reinvention of religion in response
to the challenge posed by the spread of skepticism and unbelief.
Sometimes used to show that recent historical events were steps
toward the accomplishment of a divine plan, other times trans-
ferred to a worldly and purely metaphorical context, the genre of
prophecy pervades the cultural production of the period, from
fiction to poetry.” Pouring from the pens of both ardent believers
and secular writers, it could serve one or more of the following
purposes: making sense of the dramatic societal changes of the
times; warning against the dangers of the path taken; or reas-
suring that there would be consolation for present sufferings. In
this sense, fantasies about the “seven trumpets” and the second
coming of Christ, and speculation about the advent of a classless
society, were not different in function. In both cases, at stake were
the restoration of justice and the just rewards of the deserving at
the end of the turbulent process of contemporary life.

The scientific transposition of prophecy, that is, its incorpora-
tion into social theory, was complete when teleology gave way to
evolution as the key concept of nineteenth-century intellectual
discourse. So in December 1859, Friedrich Engels got hold of a
freshly printed copy of Charles Darwin’s Origin of Species and
immediately expressed his enthusiasm to Marx. One year later,
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Marx had eventually gone through the book. He could write
back to Engels that the work indeed laid “the basis for our views.”
He reiterated this conclusion to Ferdinand Lassalle: Darwin’s
discovery provided “a basis in natural science for the historical
class struggle.”® The theory was, however, not without shortcom-
ings, starting with its “crude English method,” and moreover it
could not be uncritically applied to the study of society. For Marx
and Engels, what was unique about the human species, even prior
to self-awareness, was its capacity to produce its own means of
subsistence.” But the evolutionary perspective had a fundamental
advantage: it enabled the reformulation of dialectical materialism
into a new language, conferring upon the historical process and
its envisioned outcome the force of necessity.

Not All Crises Are the Same

The idea that the capitalist regime was unsustainable first emerged
around the middle of the century. This was different from
earlier ideas of economic crisis, such as concerns about periodic
downturns, and even from the anticipation that growth would
eventually come to a standstill. Both these ideas recur in clas-
sical political economy, the line of scholarship that, in the
English-language tradition, can be traced back to the work of the
eighteenth-century moral philosopher Adam Smith. Smith him-
self, who was notoriously optimistic about the power of the market
to solve a wide range of problems, held that the economy of a
country could be in a “progressive,” “stationary,” or “declining”
state, the first “chearful,” the second “dull,” the third “melan-
choly.”® But he did not relate these stages to capitalism, a concept
that was alien to him. Instead, he set them within a grand narra-
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tive of the rise and fall of nations. He considered that this life cycle
of nations, although ultimately bound to the consumption of
natural resources, was influenced to a significant extent by the
quality of political and economic institutions. The existence of
natural limits beyond which the British economy could not ex-
pand was emphasized by Smith’s followers, David Ricardo and
Thomas Robert Malthus. However, it is one thing to suppose that
an economy cannot grow further, but quite another to speculate
about the extinction of the system of social relations upon which
it rests and about its replacement by another system. Ricardo
sensed that the experience of scarcity would exacerbate social
conflict, yet he was far from believing that a reversal of the ex-
isting order was possible.

Thinking about the end of an economic and social system re-
quires, first of all, an awareness of the existence of such a system.
This is not a trivial fact. It entails some consciousness about
time and place so that comparisons can be made with other sys-
tems in the past and in the present. History shows that such a
consciousness usually develops in times of great change. When
people experience the same routine every day, and no major in-
novation occurs in their environment, they are easily led to be-
lieve they are living in a motionless world. But at some critical
junctures in human history time seems to accelerate, as with the
French Revolution or the Industrial Revolution. Well-known so-
cial scientists such as Pierre Bourdieu have reflected on these dif-
ferent perceptions.’ Intellectual historian Reinhart Koselleck
even coined a specific term to describe the new sense of time
brought about by modernity. In the bitterly beautiful German
language this takes the name of Verzeitlichung, which can be
translated as “temporalization.”® So in The Old Regime and the
Revolution (1856), Alexis de Tocqueville could speak of an “old”
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or “former” regime, whose feudal roots he dissected, precisely
because he felt that the Revolution had created a trauma in French
society.! Nobody knew it better than him, as he belonged to an
aristocratic family that had miraculously escaped the guillotine.
But the expression ancien régime entered common use just a few
months after the storming of the Bastille."”? In the field of eco-
nomic life, the perception of change was somewhat slower, for
the great trauma of modernity—the Industrial Revolution—was
a process, not a series of events, and it developed over a century
at least.

The first to develop a consciousness of a new economic regime
are usually the critics of such a regime, and their awareness typi-
cally takes the form of denunciation. British economists, however,
were not very suitable for this role, as they were the advocates of
the rising bourgeoisie, whose interests they defended both against
the claims of aristocracy and against those of the working class.
We should therefore look elsewhere. In Victorian Britain, social
criticism was most often carried out by literary writers, who were
divided by ideology but united by a common uneasiness with the
times. One does not even have to wait until Charles Dickens (for
who could deny that Hard Times is a novel about capitalism?)."®
Earlier on, the scathing words of the Romantic essayist Thomas
Carlyle shook public consciousness. His “Signs of the Times”
(1829) suggests an interesting connection between the momentous
changes in the economic and social sphere and the concurrent
prophetic revival. The convulsions of a society that was falling to
pieces as the “mechanical age” advanced, he noted, stirred the “fa-
tidical fury” of prophecy. He likened the religious fanaticism of
evangelical Millenarians to the hedonism of the Utilitarians. And
he mentioned as a champion of the latter approach the young
John Stuart Mill, who was still under the influence of Jeremy
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Bentham. Both religions were making converts, so that “the ca-
sual deliration of a few becomes, by this mysterious reverbera-
tion, the frenzy of many. . .. The one announces that the last of
the seals is to be opened, positively, in the year 1860; and the
other assures us that ‘the greatest-happiness principle’ is to make
a heaven of earth, in a still shorter time.”™*

The Germans Marx and Engels, who launched against capi-
talism the most radical theoretical attack, settled in England in
1849 after long stints in Paris and Brussels, where they had en-
gaged in journalism and political activism. Marx’s background
was shaped to a significant extent by the controversy over the de-
sirability of “bourgeois society” that had been raging in Ger-
many since the time of G. W. F. Hegel. The other fundamental
steps in his intellectual formation were his reading of the utopian
socialists, of the Swiss economist J.-C.-L. de Sismondi, as well as
his acquaintance with the ideas of the French socialists Louis
Blanc and Pierre-Joseph Proudhon, whom he had met in Paris.
These authors identified either the early signs or some important
aspects of the new capitalist regime.

Hegel and the Hegelians, both right- and left-wing, had no con-
cept of capitalism, but they had a theory of the bourgeoisie.””
Their problem was to determine whether the encounter of
German values with Western economic individualism—what
Montesquieu had called the civilization of doux commerce or
“gentle commerce”—was a good thing or not. It certainly cannot
be said that they were familiar with modern industry. The same
applies to those early nineteenth-century authors who wished to
achieve a better society by practical experiments, building artifi-
cial societies on a small scale. They were such visionaries as
Charles Fourier, Robert Owen, and Henri de Saint-Simon, all
known as utopian socialists. “The utopians,” Engels rightly wrote,
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“were utopians because they could be nothing else at a time when
capitalist production was as yet so little developed. They neces-
sarily had to construct the elements of a new society out of their
own heads, because within the old society the elements of the new
were not as yet generally apparent.”

By contrast, Sismondi, the theorist of capitalist crises, was al-
ready fully immersed in modernity. In the preface to the second
edition of his New Principles of Political Economy, from 1827, he
wrote: “The study I have made of England has proven to me the
validity of my New Principles. I have seen in that amazing country,
which seems to go through a great trial for the instruction of the
rest of the world, production increased while happiness de-
creased.”” This “great trial,” for which Sismondi did not yet have
a name, seemed to be based on a substantial confusion between
the ends of a good life (happiness) and the means to achieve it
(wealth), the English having sacrificed to the accumulation of
wealth any other reasonable goal. Hence the peace of all social
classes was being threatened by a widespread sense of instability,
which was strongest toward the bottom of the social ladder:

The English nation has found it more economical to give
up crops which demand much manual labor, and she has
discharged half the cultivators who lived on the land; she
has found it more economical to replace workers with
steam engines, and she has dismissed, then rehired, then
dismissed again, the workers in the villages; . . . she has
found it more economical to reduce all workers to the
lowest possible wages on which they can still subsist. . . .
She has found it more economical to feed the Irish with
nothing but potatoes, and clothe them in rags, and now
every packet boat brings legions of Irish who, working for
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less than the English, drive them from all employments.
What are then the fruits of the immense accumulation of
wealth?!®

All this can be found in Sismondi, including the use of the term
“proletarians” to describe the working poor with large, hungry
families, and the awareness that capitalism produces economic
downturns, frustration, and moral misery. Sismondi’s main con-
cern thus lay in the following paradox: Why were the English
persisting in applying Adam Smith’s fallacious recipes, despite the
dubious outcomes of their experiment? New Principles, being one
of the earliest advocacies of public intervention in the capitalist
economy, wanted to offer constructive criticism.

The word “capitalism” was coined around the middle of the
century by Louis Blanc and Pierre-Joseph Proudhon, who both
had a role in the French Revolution of 1848."° Being hostile to vio-
lence, they were committed to realizing socialism by pacific
means: politics in the case of Blanc and economic action in that
of Proudhon. Blanc fought for the recognition of the universal
right to work to counterbalance the harm that private property,
combined with competition, was causing to the weaker members
of society. Proudhon mistrusted state intervention and was
more inclined to anarchism. Hence, he advocated mutualism. He
thought that only an economic system founded on reciprocity
could strip capitalists of the monopoly on the means of produc-
tion and banks of the monopoly on credit while, at the same
time, escaping the tyranny of state ownership.? In his capacity
as a member of the provisional government of the Second Re-
public, Blanc promoted the establishment of publicly funded
workers” cooperatives. Proudhon, on the other hand, sought to
establish by himself a “people’s bank,” a credit union that was to
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grant interest-free loans. Both experiments failed. The end of the
Second Republic at the hands of Louis Napoleon confirmed
Marx in his conviction that the proletariat could not achieve
socialism by coming to terms with the bourgeoisie. As he ar-
gued in The Eighteenth Brumaire, such an attempt could not but
end in “farce.”* The lesson to be learned was that it was point-
less to try to alter the course of history. One just had to comply
with it. In time, history would take the proletariat and the bour-
geoisie to their final reckoning.

John Stuart Mill as a Critic of Capitalism

Compared to Marx, John Stuart Mill was a more benevolent critic
of capitalism. For him, the private-enterprise economy was re-
sponsible for producing horrible inequalities, but such inequali-
ties had not been less severe in earlier times. Moreover, it had gen-
erated the extraordinary wealth of which Victorian society (or,
at least, its more privileged sections) could benefit. Capitalism, in
sum, had serious problems but also the potential to create wel-
fare. It deserved another chance. It could, and should, be prop-
erly reformed, so that the distributive distortions that affected it
would be minimized. In this way, the entire society would be able
to reap its fruits.

The attitudes of Mill and Marx are as different as their person-
alities, their social backgrounds, and their centrality or margin-
ality to the British power system. As John Kenneth Galbraith ob-
serves with a hint of sarcasm, “Mill . .. was no revolutionary;
libraries were not and are not at risk from having his Principles
on their shelves.”?> Mill was a member of the English élite and,
like his father James, a senior official in the East India Company.
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Marx was an outsider to this society and an intellectual mav-
erick: born to a German middle-class Jewish family converted to
Lutheranism, he was condemned by his radicalism to a life in
exile and was burdened by debt. Again, Mill’s education had
been informed by the principles of Bentham’s utilitarianism,
whose more deleterious aspects he later rejected. By contrast,
Marx can virtually be regarded as a rebellious disciple of Hegel.
As such, he had replaced the master’s “Absolute Idea” with the
great intramundane force of human history. Like the Left Hege-
lians, he had retained the dialectical method while “dethroning
the self” in Hegel’s philosophy.?

Although not a revolutionary, Mill was a sensitive man. The
young optimist ridiculed by Carlyle over the years became in-
creasingly uncomfortable with Bentham’s social philosophy—a
philosophy of individual self-fulfillment substantially uncon-
cerned with the fates of the less advantaged—and ever more at-
tentive to the social evils of his time. He could no longer put up
with the hypocrisy of the Benthamites, who insisted on ascribing
failure to succeed in life to weakness of individual character and
personal moral flaws. He did not miss a chance to denounce the
near-enslaved conditions of the proletariat. His reformism was
born out of this internal conflict. It was not without its hesitations
and contradictions, but it was nonetheless authentic. Indeed, if
Mill acknowledged the merits of capitalism, he made no bones
about the fact that, as it was, the system was unacceptable. As he
wrote in 1852 and repeated in the later editions of Principles of Po-
litical Economy: “If...the choice were to be made between
Communism with all its chances, and the present state of society
with all its sufferings and injustices; if the institution of private
property necessarily carried with it as a consequence, that the
produce of labour should be apportioned as we now see it, almost
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in an inverse ratio to the labour . . . ; if this or Communism were
the alternative, all the difficulties, great or small, of Communism
would be but as dust in the balance.” Yet, he was quick to add:
“But to make the comparison applicable, we must compare Com-
munism at its best, with the régime of individual property, not
as it is, but as it might be made.”**

The chapter from which these quotes are drawn, “Of Property,”
is well known as one of Mill’s most tormented writings. From its
first edition in 1848 to the seventh in 1871, it went through count-
less rounds of revision and rewriting. The most notable change
in tone (although without substantial implications) occurred in
the third edition in 1852. The change was partly due, as Mill him-
self would explain in his Autobiography, to a deeper study of the
issue, and partly to the new political mood that was emerging in
the wake of the French events of 1848. He now expected his read-
ership to be “more open to the reception of novelties in opinion.”*
Until then, he had been dismissive about “communism.” He
deemed it to be impracticable in a modern society, as it would
suppress the incentives that drive people to produce and to care
about the quality of what they produce. Communism also ap-
peared to him undesirable. It would make the rich poorer without
making the poor richer and, in the long term, would lead to a
downward leveling of moral qualities.?® From 1852 onward, on
the other hand, he made it clear that his skepticism was not
caused by an absolute distrust in the possibilities of such a system.
He rejected the most common preconceptions about it. It was not
true, he maintained, that communism would encourage laziness
and opportunism. Nor would securing the subsistence of each
family necessarily lead to irresponsible reproductive behavior and
unchecked population growth. Even the difficult problem of how
to distribute the workload between the members of society, seeing
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that both jobs and skills were different and not easily comparable,
could be overcome by “human intelligence, guided by a sense of
justice.” The decisive argument for turning down communism in
favor of a reformed capitalism was moral in nature and had to
do with the preservation of human liberty. “After the means of
subsistence are assured,” Mill observed, the desire for liberty “in-
creases instead of diminishing in intensity.” It was impossible to
know a priori “how far the preservation of this characteristic
would be found compatible with the Communistic organization
of society.”?

But what did communism mean to Mill? He was somewhat
vague on this point. The distinction between “communism” and
“socialism” seems to lie in how far they go in the pursuit of
equality by means of wealth redistribution. For example, Mill
called both the utopian Owen—the father of New Harmony—and
the pragmatic Blanc “communists,” accusing Blanc of preaching
the slogan “from each according to his ability, to each according
to his needs.”?® In the unfinished Chapters on Socialism, written
around 1869, he somewhat rehabilitated Owen but kept rebuking
Blanc for being willing to destroy the existing system and creating
chaos “in the hope that out of chaos would arise a better Kosmos.”*
By contrast, he described as socialists those who accepted some
inequality as long as it did not result from chance but from meri-
tocracy, or because it was the price that had to be paid for the pur-
suit of a greater good. Between radical alternatives and the path
of moderation, Mill clearly preferred the latter. He noted, again
after 1852, how “the word Socialism . . . is now, on the Continent,
employed in a larger sense,” not to suggest “the entire abolition
of private property” but rather the possession of the means of pro-
duction by communities and associations.’® So where did Mill’s
sympathies lie? His praise went to the admittedly “defunct”



30 FORETELLING THE END OF CAPITALISM

Saint-Simonianism and, above all, to Fourierism, with its anach-
ronistic small-scale community experiments.

One may wonder why a man of Mill’s intelligence could rely
on the application of ideas that others did not hesitate to call ec-
centric. The answer was because they did not question private
property, nor did they oppose individualism—on the contrary;,
they promoted ambition and rewarded merit.”® More impor-
tant still, they did not threaten to transform the state. This is
made clear in Chapters, which emphasizes the danger that so-
cialists might take control of the state to transform the social
order and steer the economy. It appears paradoxical that, still
toward the end of his life, Mill showed he thought Charles
Fourier’s phalansteéres (self-sufficient collectives) to be a viable
means to social reform. Fourier, he explained, had pioneered a
path that “has the great advantage that it can be brought into
operation progressively, and can prove its capabilities by trial. It
can be tried first on a select population and extended to others
as their education and cultivation permit. It need not, and in the
natural order of things would not, become an engine of subver-
sion until it had shown itself capable of being also a means of
reconstruction.”*

Eventually, after rejecting radical socialists and giving a hearing
to the harmless followers of Fourier, Mill concluded that it was
best to keep capitalism and improve it. After all, he argued, “the
principle of private property has never yet had a fair trial in any
country.” The present distribution of ownership was the result of
“conquest and violence” perpetrated many centuries before—a
thesis surprisingly close to Marx’s notion of primitive accumu-
lation. But another property regime was possible, one not based
on force or privilege but on individual merits and industrious-
ness. Embracing it would put an end to the growth of inequality.
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Mill seemed to imply that the principle of natural law whereby
private property finds its justification in labor, as put forward by
John Locke, had remained an empty formula. In order to put it
into practice, equality of opportunity was needed. The main tools
for realizing it were the taxation of inherited wealth and universal
education.” This is an argument that would recur time and again
in the twentieth century. In the late 1970s it was most notably re-
discovered by Ralf Dahrendorf.** The problem with this way of
thinking, which may be termed social liberalism, is that equality
of opportunity, unlike equality of result, is a vague and perhaps
chimerical concept. Even in the most perfect of countries, where
individuals had equal access to education, discrimination did not
exist, and any differences in family background had been ren-
dered irrelevant, the unequal distribution of intelligence at birth
could not be changed.

Given Mill’s conviction that social justice could be pursued in
a liberal state, which would not interfere too much with private
initiative, he saw in the coming of the “stationary state” an ex-
cellent opportunity to realize this ideal.

A World without Bustle

When Mill published his Principles, around the middle of the
nineteenth century, he felt that an age of unprecedented material
progress, which coincided with the Industrial Revolution, had
reached its zenith. This progress left serious distributional prob-
lems open, but it was nevertheless undeniable. Wealth had in-
creased, population had grown, techniques had advanced. Mill,
moreover, had an unfaltering faith in the capacity of the human
spirit to improve itself, a faith he shared with his contemporary
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and correspondent Auguste Comte, although their philosophical
views diverged in many other respects.

Even so, Mill was far from thinking that the growth of wealth
could last forever. In this sense, he appears to be less modern than
many others who came after him and extolled a future of ever
greater prosperity, namely, the prophets of self-sustained eco-
nomic growth. Or perhaps he was more modern than them,
since these certainties have been regularly challenged over the
past fifty years. In fact, Mill continued to maintain that economic
progress was fated to end in a “stationary state of capital and
wealth.” It would not be a matter of regress or decline, just a
gradual slowdown of growth, as we would call it today, until
wealth reached an upper limit. This limit, however, would be
compatible with reasonably high living standards, much higher
than those experienced before industrialization.

Here lies the main difference between the “stationary state” en-
visaged by Mill and the one conjectured by earlier writers of
political economy, such as Smith, Ricardo, and Malthus. Smith
thought not only stagnation but even decline was a concrete
possibility, and therefore he wished that the “progressive state”
could last as long as possible. But he was quite resigned to the fact
that competition between capitalists would eventually push
profits down, causing a fall in investment. For his part, Malthus,
who saw population emerging from its preindustrial demographic
regime, feared two simultaneous dangers, one old, one new—
overpopulation and underconsumption. Ricardo held the view
that, in such a situation of finite resources and growing popula-
tion, rents would inevitably erode profits, bringing growth to a
halt.®

Mill was largely free from these apprehensions. At the peak of
the Victorian era, it seemed to be out of the question that living
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standards might regress to preindustrial levels. Population and
resources had found a new equilibrium in a country that was
wealthier and more populous than ever before. Yet this very
country was troubled by the coexistence of extreme wealth and
extreme poverty; by the destruction of nature, sacrificed on the
altar of mechanized production; and by the degradation of human
life. Dickens’s “children of man,” Ignorance and Want, roamed
the streets of British slums. They were everywhere. Mill conceded
that industrial growth “may be a necessary stage in the progress
of civilization,” so that every nation might have to go through it.*
But he believed that in Britain, at least, this stage was coming to
a close. The advent of the “stationary state” could perhaps be de-
layed, but it could not be avoided. Hence he wondered: “When
the progress ceases, in what condition are we to expect that it will
leave mankind?”?” Nor did he pose this question in the abstract.
In other words, he did not treat the exhaustion of material pro-
gress as a technical problem but instead as one closely related to
the fate of capitalism.

“I content myself with enjoying the world without bustle; only
to live an excusable life, and such as may neither be a burden to
myself nor to any other.” So wrote Michel de Montaigne in his
Essays.*® This was also Mill’s state of mind before the prospect of
the “stationary state.” After reflecting on its inevitability, he ex-
plained that the stationary state was not to be dreaded but wel-
comed with a certain relief: “I confess I am not charmed with the
ideal of life held out by those who think that the normal state of
human beings is that of struggling to get on; that the trampling,
crushing, elbowing, and treading on each other’s heels, which
form the existing type of social life, are the most desirable lot of
human kind, or anything but the disagreeable symptoms of one

of the phases of industrial progress.”*
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The stationary state would represent “a very considerable im-
provement” on the present state of affairs. An advanced economy,
Mill thought, cannot expand beyond its physical limits. But it
does not need to grow further, because it is already able to pro-
duce enough wealth to satisfy the needs of the entire society.
For this to happen, however, two conditions must be met. The
first is that men and women learn how to procreate responsibly
to ensure a balance between total population and wealth (here
Mill was anticipating something that, by the mid-twentieth
century, would indeed occur almost everywhere in the West).
The second and more important condition is that wealth should
be redistributed—not at random, though, but based on a justice
criterion: everyone must be given the same chances in life. Here,
again, we come across equality of opportunity. Wherever both
conditions were fulfilled, “society would exhibit these leading
features: a well-paid and affluent body of labourers; no enor-
mous fortunes, except what were earned and accumulated
during a single lifetime; but a much larger body of persons than
at present, not only exempt from the coarser toils, but with suf-
ficient leisure, both physical and mental, from mechanical de-
tails, to cultivate freely the graces of life.”*°

The issue comes full circle, but Mill’s hopes went beyond that.
The situation to which the stationary state might hopefully lead
was for him “that in which, while no one is poor, no one desires
to be richer, nor has any reason to fear being thrust back, by the
efforts of others to push themselves forward.”*! This also implies
that he had a change in the sphere of values in mind. In fact, Mill
saw the “struggle for riches” of Victorian society as nothing but
the continuation of the more primitive “struggle of war” by other
means. It was a little step forward but one still encumbered by a
barbaric heritage. The process of psychological change that was
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to parallel the achievement of economic maturity was not meant
as a mere process of adaptation to better material conditions but
as the product of an autonomous, albeit concurrent, moral ad-
vancement. Progress was thus understood by Mill to be the pro-
gressive attainment of the “best state for human nature.”

Mill knew that the stationary state was not necessarily going
to materialize anytime soon. Even a fully developed economy
such as that of Britain still had some margin for further expan-
sion. Yet he wished the nation to be wise enough to take a step
back before being forced to do so. In this respect, he emphasized
the other impending danger faced by Victorian society—the eco-
logical threat. He saw no reason why greater population density
should be desired at the expense of the natural environment. He
also believed that environmental degradation was having a neg-
ative impact on human psychology. “It is not good for man to be
kept perforce at all times in the presence of his species,” he noted.
“A world from which solitude is extirpated, is a very poor ideal.”
To elevate their thinking, humans need moments of quiet con-
templation of “natural beauty and grandeur.” And he went on
with a warning which, for once, sounds truly prophetic in hind-
sight: “Nor is there much satisfaction in contemplating the world
with nothing left to the spontaneous activity of nature; with every
rood of land brought into cultivation . . . ; every flowery waste or
natural pasture ploughed up, all quadrupeds or birds which are
not domesticated for man’s use exterminated as his rivals for food,
every hedgerow or superfluous tree rooted out, and scarcely a
place left where a wild shrub or flower could grow.”*?

If the stationary state entailed neither the end of the progress
of civilization nor that of human flourishing, it was at the same
time independent of the course of technological progress. Such
progress, freed of the constraints posed by the pursuit of economic
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growth, would be channeled toward a nobler end, shortening
work hours and easing the daily toils of human beings, particu-
larly of the working classes.

Summing up, Mill did not wish for the end of the regime of
private property, but he did wish for its restriction in the name
of intergenerational justice. He reckoned, furthermore, that the
right time to achieve this would be when both the motive and the
physical possibilities of capital accumulation had been exhausted.
It is true that Mill never employed the term “capitalism,” which
was probably too much of an abstraction for a British author. Yet
it is questionable whether a system where private property per-
sists, but where capital accumulation is no longer, might be called
capitalist.

The Young Marx: History as Class Struggle

Marx’s thesis on the downfall of capitalism predates his master-
piece, Capital, and follows directly from his philosophy of his-
tory. In the preface to A Contribution to the Critique of Political
Economy (1859), he argued that the engine of history is the dia-
lectic between productive forces and relations of production.
When productive forces reach a certain level of development, they
come into conflict with the existing relations of production, that
is, with the specific property relations in whose framework they
have been operating. “From forms of development of the produc-
tive forces,” Marx continued, “these relations turn into their
fetters. Then begins an era of social revolution.”* Change, there-
fore, originates in the “economic foundation” or “base” of society;,
to reverberate later at a higher level and transform the “super-
structure” of political, cultural, intellectual, and religious life.
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Marx used this model to explain the transition from the ancient
mode of production and society based on slavery to the feudal
system, and from feudalism to the capitalist and bourgeois
system of his day. At the same time, he announced that the
capitalist mode of production was already unleashing the an-
tagonistic forces that were to overthrow it. Compared to earlier
transitions, however, the end of capitalism would represent an
unprecedented discontinuity: it would create the conditions for
the definitive “solution” of the contradictions that had marked
the “prehistory of human society.”**

In The Communist Manifesto (1848), Marx and Engels had al-
ready sketched this picture, although in a less detailed manner.
They maintained that the bourgeoisie, the new ruling class, was
about to be dethroned by the proletariat because it was unable to
control the giant production-and-exchange machine it had set
into motion. The bourgeois relations of production were be-
coming obsolete vis-a-vis a productive capacity that was ex-
panding beyond any expectations. This was demonstrated by the
economic crises that had repeatedly followed one another over the
previous few decades: “In these crises,” Marx and Engels wrote,
“there breaks out an epidemic that, in all earlier epochs, would
have seemed an absurdity—the epidemic of over-production.”
The bourgeoisie, then, sought to foil the revolt of productive forces
in various ways. Depending on the circumstances, this was done
either by containing productive capacity or by conquering new
markets or again by intensifying the exploitation of old ones. But
each of these strategies proved counterproductive, “paving the
way for more extensive and more destructive crises.”*

Not only would capitalism be struck by the same weapon with
which it had once killed feudalism; it would die at the hand of an
actor it had itself created. This was the proletariat, a social class
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that did not exist before the separation of the workers from the
means of production and their transformation into “appendage(s]
of the machine.”#¢ The size of the proletariat was increasing rap-
idly as a result of industrial growth and also because the lower
middle classes (small tradespeople, independent handicraftsmen
and peasants, and so on) were slipping away, overwhelmed by the
competition of powerful capitalists and by the standardization of
production. The emergence of this greater proletariat, whose
members were united by their miserable living conditions, facili-
tated the development of class consciousness and the formation
of unions. The bourgeoisie was forced to provide them with edu-
cation, through which they would acquire additional weapons to
carry their struggle forward. The proletariat represented, there-
fore, the new “revolutionary class.” But unlike the revolutionary
movements that had preceded it, which were “movements of mi-
norities, or in the interest of minorities,” the proletarian move-
ment was the “movement of the immense majority, in the interest
of the immense majority.”*’ This fact, as Marx would make clear
in Capital, was of great importance in predicting the duration of
the forthcoming revolution. The abolition of capitalist property
and its transformation into “socialised property” would be a much
shorter process compared with the process that had led to the in-
corporation of small ownership based on personal labor into
capitalist property: “In the former case, we had the expropriation
of the mass of the people by a few usurpers; in the latter, we have
the expropriation of a few usurpers by the mass of the people.”*®

The Thesis Reformulated

The mature treatment of the prophecy is found toward the end
of volume 1 of Capital (1867), culminating in chapter 32, on the
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historical tendency of capitalist accumulation. The premise for it
is the “general law” put forward in chapter 25, according to which
capitalist development goes hand in hand with the deterioration
of the living conditions of the proletariat.

For Marx, capitalism rests on exploitation. By separating
workers from the means of production and from the product of
their labor, the capitalist appropriates a part of the value they
produce—the “surplus value.” Another way to put it is that workers
are underpaid, as their wages do not match the quantity of labor
supplied. Capitalists are always on the lookout for ways to increase
surplus value, and, moreover, they are subject to the pressures of
competition. Both reasons lead to an intensification in the use of
machines in production, resulting in a rise in the ratio of ma-
chinery to total capital and greater unemployment. Competi-
tion, however, is inexorable, claiming exploiters among its victims
too. A growing number of small entrepreneurs succumb and
suffer the same fate as wage workers. The natural growth of pop-
ulation further expands this “industrial reserve army” of unem-
ployed people. The reserve army is an offspring of accumulation,
but, at the same time, it serves its needs, as it supplies the system
with “a mass of human material always ready for exploitation.”*’

Within this overall dynamic, two phenomena are particularly
relevant. The first, which Marx calls the “centralisation of capi-
tals,” is due to the powerful forces of competition and credit. In
a market economy, firms have to grow in scale to finance their
operations, pursue technological innovation, and contain costs
and prices.”® The second phenomenon is the immiseration of the
proletariat, a concept that in The Communist Manifesto seemed
to imply the actual impoverishment of the working classes. In
Capital, Marx made clear that this “accumulation of misery,”
being the counterpart of the accumulation of capital, was not to
be meant as absolute impoverishment, or even necessarily as a
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material condition, but resulted mainly from the “agony of toil,
slavery, ignorance, brutality, mental degradation,” all of them by-
products of alienation. “As capital accumulates,” he wrote, “the
lot of the labourer, be his payment high or low, must grow worse.”!

At this point Marx’s theory of value and his analysis of capi-
talist accumulation meet his materialist philosophy of history.
Just as all previous modes of production were undermined by the
productive forces that developed within them, capitalism too em-
bodies its antithesis. The seed of its self-destruction lies in its
expropriational character. This feature, which once enabled cap-
italism to establish itself by dispossessing the worker of the means
of production, in the long term turns against it. While nascent
capitalism produced the negation of individual private property,
mature capitalism produces the negation of capitalist private
property. This does not mean, however, that its downfall will turn
history back to a precapitalist, postfeudal epoch. The “negation
of negation” will not restore private ownership based on labor but
will lead instead to the ultimate overcoming of any form of pri-
vate property.>

When would this happen? Marx did not offer actual dates, but
he did provide a precise indication of the sequence of necessary
preconditions. The socialization of production had to reach such
a critical mass as to make intolerable the contradiction between
the social production of wealth and its private appropriation that
is latent in the capitalist system. The increased scale of produc-
tion and advanced division of labor, the adoption of complex ma-
chinery with high fixed costs, and the imperative of technolog-
ical innovation—all this was leading toward the centralization of
the means of production and the organization of labor based on
cooperation. The need to absorb growing production, in a regime
where overproduction crises were always lurking, was pushing in
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the same direction. This realization prompted Marx to forecast
“the entanglement of all peoples in the net of the world market”
and the globalization of the capitalist regime.>

The centralization of capital, which represents the true “imma-
nent law” of capitalist production, would spark among the capi-
talists a fight for survival. And since “one capitalist always kills
many,” eventually most of them would go bankrupt and become
proletarians. A system where an enormous production potential
coexists with an enormous mass of people deprived of purchasing
power could clearly not be sustained for too long. Yet, for Marx,
the final crisis was not to follow mechanically from inequality or
market imbalance, however extreme these problems might be. It
would be brought into being by the proletariat as an active sub-
ject endowed with class consciousness. The proletariat, as a re-
sult of its participation in capitalist production, would grow into
a “disciplined, united, organised” force and eventually rebel
against the logic of surplus-value extraction. It would thus accom-
plish the fate in store for it, namely, to dismantle the capitalist
relations of production. As the most famous passage in chapter 32
reads: “Centralisation of the means of production and socialisa-
tion of labour at last reach a point where they become incompat-
ible with their capitalist integument. This integument is burst
asunder. The knell of capitalist private property sounds. The ex-
propriators are expropriated.”>*

Falling Profits?

In this broad framework we should situate Marx’s thesis of the
tendency of the rate of profit to fall, as outlined in the posthumous
volume 3 of Capital.>> Many have succumbed to the temptation to
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reduce Marx to this formula. Sometimes expressed in simple al-
gebraic terms, it has become the E = mc? of Marxian economics,
or even a shorthand for “Marxism for dummies.” Nothing could
be more misleading. This particular thesis merely represents a
corollary to the prophecy. Nor is it Marx’s most original intu-
ition, although it had been swirling around in his head since the
preliminary sketch of his critique of political economy, the
Grundrisse of 1857-1858.° The idea, indeed, comes directly
from Smith and Ricardo. But while their prognoses may be sim-
ilar, their interpretations of causes diverge. Smith believed that
the tendency of profits to diminish was the inevitable conse-
quence of competition in a modern market economy. Ricardo,
who otherwise blamed rentiers for the troubles of capital owners,
attributed it to the natural limits that economic growth could
not overcome. For Marx, on the other hand, the falling rate of
profit had to do with all these things, but it ultimately depended
on a deeper problem: capitalists pursue profits through capital
accumulation—and they are partly forced to do so by the inner
logic of the system—but this strategy turns out to be a contra-
diction in terms.

It follows from Marx’s theory of value that the rate of profit can
be increased by an increase in the rate of workers’ exploitation
(that is, the rate of surplus value), while it declines when the
amount of machinery employed in the production process in-
creases. To make more profits and keep their competitors at bay,
capitalists must expand the size of their firms. They will initially
do so by investing in both labor and machinery. The fact that
workers are recruited in competitive labor markets, however, has
an unpleasant consequence. When labor is in higher demand, the
reserve army of the unemployed shrinks, and wages rise. The rise
in wages brings the rate of exploitation down, thus affecting the
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rate of profit. A further source of troubles for entrepreneurs is the
competition they face in commodity markets, which drives pro-
duction costs up. To all these difficulties they react by substituting
machinery for labor. It is almost an automatic reflex, and it is
a fatal one. Not that there is a right way to fix such problems—
capitalists are, indeed, caught in an impossible dilemma. Thus, by
replacing workers with machines, they jump out of the frying pan
into the fire and intensify the tendency of the rate of profit to fall.

Marx acknowledged the existence of “counteracting influ-
ences” that would check the fall of profits. He also conceded
that, given the massive amounts of labor and fixed capital set into
motion by the industrial development of the mid-nineteenth
century, one should have rather wondered “why this fall is not
greater and more rapid.””” His conclusion was that, in fact, there
was still much room for increasing the rate of exploitation, and
many ways to do this. But he did not always look in the right di-
rection. For example, he argued that employers were likely to
lobby successfully to enforce a longer working day. As we know,
the reverse happened. At the same time, he underestimated the
role that technological progress was to have in reducing the cost
of machinery. It should be borne in mind that Marx wrote at the
end of the age of the textile industry and iron making. It would
certainly be anachronistic to expect him to anticipate the world
of applied chemistry and electricity. Yet it is significant that,
whenever he thought of technological development in his own
day, all he saw was a force that was working against the interests
of the capitalist class.

Since the late nineteenth century, Marx’s critics and his more
dogmatic apologists alike have paid disproportionate attention to
his conjecture on the rate of profit. This is partly understandable.
Unlike the general prophecy of capitalist downfall, which remains
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somewhat undetermined, the profit rate is a concrete, measurable
thing. And the fact that it was not going in the direction envis-
aged by Marx was hard to ignore. But the contrast with reality
does not seem to be the only reason behind so much interest. In
fact, the falling rate of profit is the piece de résistance of an inter-
pretation of the Marxian system that we might call production-
centered. According to this interpretation, failing profitability
was, for Marx, the main cause of capitalism’s eventual collapse.
Since the rate of profit thesis rests on Marx’s theory of value,
the theory of value is attacked to show how Marx’s entire
construction—encapsulated, as it were, in the rate of profit
thesis—is logically flawed. The first to use this line of argument
was the conservative economist Eugen Bohm-Bawerk in 1896, and
similar claims are still repeated in popular accounts.*®

Marx believed that the value of commodities depends on the
quantity of labor they embody. Yet any attempt to deduce market
prices from “values”—the so-called transformation problem—has
failed, beginning with Marx’s own attempts. Orthodox economics
could thus easily maintain the alternative thesis that prices are
determined by the relation between the utility and scarcity of
goods. It is clear that if labor is not (the only element) involved in
the process of valorization, the possibility of profits being affected
by exploitation, on the one hand, and by the substitution of
machinery for labor, on the other, becomes much less plausible.
But critics who overfocus on these aspects miss the point. The
conclusion that prices can (entirely or in part) be explained in
terms of utility and scarcity does not disprove the claim that
exploitation and the appropriation of surplus value underlie
the wage-labor relation. Indeed, a modern Marxist can argue
that “workers ... do not create value, but they create what has
value. ... What raises a charge of exploitation is not that the
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capitalist gets some of the value the worker produces, but that he
gets some of the value of what the worker produces.”® Nor does
modern price theory disprove the tendency of inequality to grow
in the capitalist system. This tendency, which eventually results
in the exacerbation of the conflict between a few privileged in-
dividuals and an army of dispossessed people, lies at the heart of
Marx’s analysis and has little to do with the rate of profit.

In the twentieth century, the American Marxist Paul Sweezy
pointed to a way out of this deadlock by giving up the profit rate
thesis and bypassing Marx’s theory of value. In Monopoly Cap-
ital, written with Paul Baran, he observed that Marx’s conjecture
might have been consistent with the competitive capitalism of the
Victorian period but certainly did not fit with twentieth-century
monopoly capitalism.®” While in the former context firms were
“price takers,” that is, they were at the mercy of market forces, in
the latter giant corporations were “price makers”—they had the
power to impose market prices that were compatible with their
need to make profits.®! If there was still any room for competi-
tion, this was not over prices but over technological innovation.
Trained in mainstream economics, Sweezy put aside the concept
of surplus value and talked only about “surplus,” defined as the
“difference between total social output and the socially necessary
costs of producing it.”®? Having dismissed the tendency of the rate
of profit to fall, he focused on the other side of Marx’s construc-
tion. This was the theory of underconsumption or “overproduc-
tion,” as Marx and Engels called it to distinguish this new phe-
nomenon of the industrial age from the “thousand-year-old”
consumption deprivation of the masses.®> According to Sweezy,
it was here—in the permanent imbalance between the massive
amount of goods that capitalism was able to produce and the
limited capacities for absorption of the market—that Marx’s most



46 FORETELLING THE END OF CAPITALISM

powerful intuition lay; it was the fuse that could really blow up
the system.%*

Doubt Creeps In

Between the end of the nineteenth century and the First World
War—the period that, in the history of socialism, corresponds to
the Second International—several people on the left began to ex-
press skepticism about the downfall of capitalism. When Marx
died in 1883, the developed world was still suffering the effects of
the Depression of the 1870s. But the virulent booms and busts that
had followed one another during industrialization subsequently
subsided. The industrial economy seemed to progress without
turther shocks. The growth of labor productivity was sustaining
capitalist accumulation. Moreover, nothing suggested that living
standards would decline; quite the contrary. Engels lived long
enough to witness all this, and yet he interpreted it as the calm
before the storm. But within the social democratic movement, the
cradle of Western Marxism, various positions soon emerged.%
The German Social Democratic Party was center stage in this
debate. This is hardly surprising given that the world’s largest so-
cialist party had taken root in Marx and Engels’s homeland.®
Until the early 1890s, there was substantial concord among party
members about the official line, laid down in the Erfurt Program
of 1891. As Karl Kautsky laconically summarized, “Irresistible
economic forces lead with the certainty of doom to the shipwreck
of capitalist production.”®” This, of course, did not entitle workers
to sit back and passively wait for destiny to unfold. Pursuing so-
cial reform, Kautsky explained, was by no means useless as long
as it helped improve the living conditions of the proletariat. But
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one had to be wary of investing too much energy in these short-
term achievements and losing sight of the main goal of the
struggle, which was still the overthrow of the capitalist system.®

Less than ten years later, serious cracks had already emerged
in the party’s ranks. One of the authors of the Program, Eduard
Bernstein, had changed his mind. In a series of writings, and most
notably in The Preconditions of Socialism, he put forward the
thesis that the expansion of world trade and the reduction of geo-
graphic distance (globalization in modern parlance) had suc-
cessfully redressed market imbalances and averted overproduc-
tion crises. Whenever a local crisis broke out, industrial cartels
and the banking system were able to effectively contain it. Bern-
stein also noted how capitalist development, rather than causing
growing social polarization, had in fact diminished it. The rise
of a middle class of white-collar workers had fundamentally al-
tered the dichotomy between capital and labor, softening class
conflict. It was a complete defeat for Marx. Volume 3 of Capital,
which Engels had managed to publish just a few years earlier, in
1894, appeared to Bernstein to be an outdated text. Capitalism
was here to stay. It was better to forget about long-term forecasts
and focus instead on gradual reform. In his famous phrase,
“the ultimate aim of socialism is nothing, but the movement is
everything.”®

Where did this sea change come from? Bernstein had spent
several years in England and was not insensible to the intellec-
tual influence of the Fabian Society. The socialist ideas of the
Fabians did not originate in Marxism but in the radical utili-
tarian tradition, and they openly invited “those Socialists who
are looking forward to a sensational historical crisis, to join
some other Society.””® In Germany, on the other hand, Bern-
stein’s theses stirred great controversy, all the more so since he
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was one of the literary executors of the Marx-Engels papers.”!
His views were firmly rejected by Kautsky, who began to wage
war against revisionism in the party. At the 1899 Hanover Con-
gress, Kautsky restated the Erfurt position. He argued that the
safety valves that were temporarily releasing the pressure on
capitalist accumulation would not save it from the specter of
“chronic overproduction” in the long term. As to the “new middle
class,” he warned that it was ready to throw itself into the arms
of the most reactionary bourgeoisie. It certainly did not repre-
sent a reliable ally for the proletariat.”

Kautsky saw overproduction as more of a secular tendency
than an impending threat. It would not cause a sudden and spec-
tacular breakdown of the existing economic system. Therefore,
he thought that a social revolution (not a violent one) had to be
actively encouraged. At the same time, he reaffirmed the histor-
ical necessity of capitalism’s downfall, defending Marx’s prophecy
against the charge of being pointlessly apocalyptic. As Simon
Clarke observes, “While Kautsky expected that socialism would
be won long before any terminal crisis which might spell the
breakdown of capitalism, he also noted that the existence of an
ultimate limit [was] still important in bringing the ultimate goal
within sight.””* The danger that his comrades might become dis-
couraged by the long wait was a real one. Capitalism resembled
a tunnel whose end was nowhere in sight, and many were
tempted by Bernstein’s suggestion of coming to terms with the
enemy in the hope of obtaining a gradual improvement in their
conditions.

Of course, revisionism also extended to the interpretation of
crises. These did not represent the effects of an irremediable con-
tradiction between socialized production and privatized distri-
bution but merely “disturbances of circulation,” as the Austrian
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Rudolf Hilferding wrote in 1910, or defects of coordination asso-
ciated with market competition according to his Russian con-
temporary Mikhail Tugan-Baranovsky.”* Hilferding was among
the first to notice that, after the turn of the century, monopoly
and economic planning had increasingly replaced competition.
Stabler conditions were being created where capital accumulation
could, at least in theory, continue indefinitely. Since capitalism
was not going to be undermined by its economic contradictions,
overcoming it was for him essentially a question of political will.
Hilferding believed that the proletariat had first to seize power
through democratic struggle. Once in power, it could easily
achieve socialism by taking advantage of the spontaneous ten-
dency toward economic concentration, being cartels and trusts
already controlled by banks—what Hilferding called “finance
capital.” He had not given up Marx’s ideal of changing the world.
He just wanted it to be changed by a velvet revolution, ideally
bank nationalization.

This time Rosa Luxemburg—who had also attacked Bern-
stein—assumed the role of the guardian of orthodoxy. Luxem-
burg reminded Hilferding that capital accumulation could not
take place independently of the existence of markets. Market sat-
uration represented an objective limit to capitalist reproduction.
Capitalism was thus doomed, but there was an explanation why
it was still alive: surplus value could also be realized beyond the
sphere of capitalist relations. Before surrendering to its own lim-
itations, capital accumulation was seeking to extend its tentacles
to noncapitalist countries and social strata. The survival of capi-
talism was possible as long as these hunting grounds existed and
would cease with their exhaustion. But as the margins for its ex-
pansion became limited, competition between capitalist countries
intensified, generating crises, wars, and revolutions. Luxemburg
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put forward her thesis in The Accumulation of Capital one year
before the outbreak of the Great War.”

As we have seen, even those who continued to draw inspira-
tion from Marx wavered between a rather mechanistic interpre-
tation of crisis and its opposite: the conviction that capitalism
could only be overcome by an act of will. To some extent at least,
this variety of positions arose from the many ambiguities and in-
consistencies in Marx’s corpus. Did Marx’s theory of crises place
more importance on underconsumption or on the dynamics of
profits as causes of capitalist destabilization? Moreover, what pre-
cise role did he assign to human agency as a revolutionary force?
And last, were these paths to overcoming capitalism still viable
in the light of the transformations that capitalism had undergone
since the prophet’s death? There were no simple answers to these
questions.

Max Weber’s Plea for Realism

The main alternative to Marx’s theory of capitalism was devel-
oped, at the turn of the century, by Max Weber, one of the
founding fathers of modern sociology, and he came to quite dif-
ferent conclusions about the future prospects of this system. In
the first place, Weber saw the origins of capitalism not in plunder
but in social evolution, and interpreted the latter as operating ac-
cording to a logic antithetical to historical materialism. From
this alternative perspective, capitalism is not a mode of produc-
tion associated with a specific stage of technological development
but a type of economic organization whose establishment paral-
lels the historical process of rationalization. By rationalization is
meant the process by which values, emotions, and tradition give
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way to calculation and the pursuit of efficiency as prime motiva-
tors of human behavior. Capitalism is seen as the very expression
of this transition, which also involves other spheres of social life,
such as politics and religion. Its birth appears to be especially in-
tertwined with early modern changes in the religious sphere.
Weber identified the “spirit” of capitalism with the calling of the
Calvinist entrepreneur. As he argued, most notably in The Prot-
estant Ethic (1904-1905), the capitalist was prompted by an im-
pulse in itself irrational—anxiety about salvation—to develop
mundane qualities such as thrift, hard work, and above all a dis-
tinctive methodicality, which would make him an economically
rational actor.”®

Capitalism and modernity are, therefore, two sides of the same
coin. The closeness of this bond explains why capitalism does not
find a natural limit in the further development of the forces that
generated it, for rationalization is a continuous, cumulative pro-
cess. Yet, the progress of rationality does not leave capitalism
unchanged. Capitalism sheds its skin as it grows older. At a cer-
tain point, its ties with the religious motive are cut and its spirit
dissolves into bureaucratic routine. As Weber put it: “The Pu-
ritan wanted to work in a calling; we are forced to do so. For
when asceticism was carried out of monastic cells into everyday
life, and began to dominate worldly morality, it did its part in
building the tremendous cosmos of the modern economic order.
This order is now bound to the technical and economic condi-
tions of machine production which to-day determine the lives of
all the individuals who are born into this mechanism, not only
those directly concerned with economic acquisition, with irre-
sistible force.””’

The care for material goods, Weber continued, quoting the
seventeenth-century English churchman Richard Baxter, once lay
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on the shoulders of the Puritan “saint like a light cloak, which can
be thrown aside at any moment.” As a litmus test to determine if
one was a recipient of grace, the economic success of the early
capitalist was a mere accident, an unintended consequence of
his faith. But fate had decreed that the cloak should eventually
evolve into an “iron cage.” (The German expression, stahlhartes
Gehduse, literally translates as “a shell as hard as steel.”) In time,
the accident became the essence. And indeed, in the early twen-
tieth century, nobody could deny that “the pursuit of wealth,
stripped of its religious and ethical meaning,” was regarded as an
end in itself—in the United States it was almost like a “sport.””®
But if capitalism had turned into an empty shell, the hardness of
this casing—so deeply ingrained in people’s minds and actions as
to be second nature—was the best guarantee of its perpetuation.
“To-day the spirit of religious asceticism,” Weber concluded,
“has escaped from the cage.” But capitalism no longer needed to
be sustained or legitimized, since it now rested on “mechanical
foundations.”

Even so, there were no certainties about the future. The Prot-
estant Ethic ends with two alternative scenarios. One possibility
was that an entirely automated capitalist machine would continue
to determine the lives of its human cogs “until the last ton of fos-
silized coal is burnt.” Only some external constraint might
hamper it. The other scenario, by contrast, is open to surprise
twists: “No one knows who will live in this [iron] cage in the
future, or whether at the end of this tremendous development en-
tirely new prophets will arise, or there will be a great rebirth of
old ideas and ideals, or, if neither, mechanized petrification, em-
bellished with a sort of convulsive self-importance.”” The cau-
tiousness of Weber’s approach is remarkable. Faced with the same
problem, the American economist and sociologist Thorstein
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Veblen had little doubt: the technical rationality of the modern
industrial process clashed with the liberal values of bourgeois
society. “The discipline of the machine process,” he wrote in
1904, “cuts away the spiritual, institutional foundations of busi-
ness enterprise; the machine industry is incompatible with its
continued growth.”® Capitalism could no longer live without ap-
plied science, but, at the same time, it was destined to be over-
whelmed by it. The only force able to counter the absolute rule
of technical rationality was for Veblen the concomitant drive
toward nationalist and predatory warfare.

Weber returned to the issue one decade later, and he seemed
even more skeptical about the possibility that the iron cage of
capitalism might be broken. In the summer of 1917 he made a
passing comment on its future prospects. He described the
present age as “an age which will inevitably remain capitalist
for a long time to come.”® The following year, a lecture delivered
in Vienna before the officials of the Austro-Hungarian army—
alarmed by the possible spread of the Russian Revolution to the
West—gave him a chance to elaborate on the point.?* As is often
the case, expectations and reality can take different courses. Aus-
tria would not follow the Russian example. However, the Aus-
trian and German empires were to collapse that fall, and socialist
movements played a role in these revolutions amid the turmoil
generated by the military defeat. Weber, whose understanding
of structural tendencies was second to none, had not antici-
pated these imminent events. He also thought that the Bolshevik
experiment in Russia would be short-lived and would end with
the restoration of the tsar.®> But despite its contingent flaws, the
Vienna lecture is an interesting document because it is the
only writing where Weber explicitly deals with socialism and
engages with Marx and the Marxists.
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Weber’s attack on Marxism as a theoretical system starts from
the confutation of its main “slogan”—the thesis that the separa-
tion of the workers from the means of production is typical of
capitalism. This separation was, for him, a more general phenom-
enon that could be observed in any modern organization and
not just in private enterprise. It could be found in the university,
in the army, and in state administration. Professors are separated
from the ownership of libraries and from the technical equipment
with which they work; soldiers are separated from the ownership
of weapons, ammunition, and vehicles. Unlike medieval vassals,
officials of the modern state are separated from the means of gov-
ernment, which are the sole property of the state: “Everywhere
we find the same thing: the means of operation within the fac-
tory, the state administration, the army and university depart-
ments are concentrated by means of a bureaucratically struc-
tured human apparatus in the hands of the person who has
command over this human apparatus.”*

This process, Weber argued, is certainly a consequence of tech-
nological progress, which generates tools of ever greater com-
plexity (such as machines, firearms, labs), but is also the result of
the superior efficiency that can be obtained by this organization
of labor. Moreover, it goes hand in hand with other aspects of ra-
tionalization: the birth of modern bureaucracy, rational-legal
authority replacing charisma as a source of power legitimation,
and so forth. In Economy and Society, Weber qualified his view.
While he confirmed that the expropriation of workers may be ex-
plained by “technical factors” and “economic reasons,” he added
that, in actual historical experience, it took root because it was
functional to the market system that was developing, on the one
hand, and suitable to the “structure of power relationships in the

»

society,” on the other.* But this argument, which sounds like a
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partial acknowledgment of Marx’s reasons, is not developed fur-
ther. This was done by a distinguished anthropologist of a later
generation, Karl Polanyi.®® Further, Weber conceded to Marx that
socialism may represent an even more advanced stage of ratio-
nalization. The expropriation of capitalists from the means of
production, and the transfer of those means to the state or to
workers’ cooperatives, would not contradict society’s evolutionary
logic. This process would just “bring . . . to completion” the orig-
inal expropriation of the individual worker.®”

By relativizing the meaning of dispossession as capitalism’s
original sin, Weber’s approach weakens the image of Marxism as
a self-sufficient framework for understanding society. It shows
that society is a broader category than capitalism and that, con-
sequently, the method of historical materialism should be re-
versed: if the study of society enlightens that of capitalism, the
study of capitalism does not exhaust that of society. However,
while this perspective certainly strips Marx’s laws of motion of
their aura of naturalistic scientism, it does not disprove them. In
fact, the confutation of Marx’s prophecy is carried out on a purely
empirical ground, by tracking the unexpected directions in which
the tendencies he had observed eventually developed.®® First,
Weber notes how, in the absence of a physical pauperization of
the working class, no mass base for a revolution could be formed.
Second, while Marx was quite correct in supposing that compe-
tition among entrepreneurs would doom them to extinction, he
had too hastily concluded that this centralization of capital would
weaken capitalists as a class and strengthen the proletariat. On
the contrary, once having run out of capital, the former entrepre-
neurs had put themselves at the service of trusts, cartels, banks,
and finance, concurring with the growth of the bureaucracy
of private enterprise. In no way could the interests of this new
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bourgeoisie, nor those of the expanding rentier class, match those
of the proletariat. And what about the hopes Marx had set on the
progressive intensification of crises and depressions? Weber’s ob-
jection here is that industrial cartels, market regulation, and
control of credit supply had much reduced cyclical economic in-
stability and the intensity of crises.

There is little new in such criticism. In most cases, Weber took
on board the objections already leveled against orthodox Marxism
by the social democratic revisionists, although he did not share
their conclusions. For instance, he found Hilferding’s view that
monopoly capitalism could easily be turned into socialist plan-
ning rather unconvincing. “It is the dictatorship of the official,”
he wrote, “not that of the worker, which, for the present at any
rate, is on the advance.” Not to mention the social democratic un-
derestimation of the lure of profit. From Weber’s perspective, the
profit motive underlay modern economic life, and bureaucrati-
zation had not made it weaker. It would persist “as the lode-star
of production.”®

Weber’s last word on Marx is encapsulated in the twofold char-
acterization of The Communist Manifesto as “a scholarly achieve-
ment of the highest order” and the founding text of a religion of
salvation (“a prophetic document”). He contended that the
prophecy of the downfall of capitalism and the advent of the class-
less society was no more logical than, say, the Christian prophecy
of the Last Judgment and the advent of the Kingdom of God. Its
followers would hardly let themselves be convinced by rational
arguments. It was thus “a grave step” for the revisionist leaders
“to deprive the masses of their faith in the sudden dawning of a
blissful future, a faith which had been given to them by a gospel
which proclaimed, like the Christians of old: ‘Salvation may come
this very night.” A creed such as the Communist Manifesto and



SITTING ON THE EDGE OF APOCALYPSE 57

the later catastrophe theory can be dethroned, but then it is al-
most impossible to replace it with another.”*°

Weber’s disbelief in the possibilities of socialism by no means
entails that he regarded future life within the iron cage of bureau-
cratized capitalism as a desirable condition. An interesting indi-
cation can be found in the famous essay on politics as a vocation
he wrote in 1919, a year before his death. Despite his commitment
to value-neutral science, he depicted bureaucratization as a source
of oppression. It deprived social action of any spontaneity and
meaning for those who performed it, and opened the door to a
“polar night of icy darkness.” This has led some to see in the work
of this liberal thinker the seeds of a critical theory of instrumental

rationality.”!

The Twilight of the Victorian Imagination

With the outbreak of the First World War, the long nineteenth
century comes to a close, but the main discontinuity in this story
occurred earlier, around the end of the Victorian era. This was an
extraordinarily imaginative period. In Britain first, and then in
Europe, intellectuals, like anyone else, had to come to terms with
the new world of industrial capitalism. Since the changes capi-
talism brought about were dramatic, it became somewhat natural
to think that they could be reversed in an equally dramatic way.
If not by radical means—bourgeois thinkers being notoriously
afraid of revolutions—the coveted reformation had to be at least
far-reaching in its consequences. In this sense, the Victorian imag-
ination is still pure and unconstrained by past unfulfillments.
Nineteenth-century social science shares with other con-
temporary forms of imagination its future orientation, which is
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expressed in social forecasting, and its great hopes for a reversal
of the most unpleasant aspects of capitalist civilization. The emer-
gence of social forecasting is one manifestation of the “tempor-
alization” that accompanies the advent of modernity. From the
nineteenth century onward, one could actively imagine the future
because the past had been left behind. The enthusiasm about this
emancipation from the past was such that those who experienced
it were led to see the future as a blank slate, where anything and
everything could happen. If we broaden our view to other literary
genres, this phenomenon is even more striking.

Let us consider, for a moment, the utopian genre. Whereas
earlier utopias (and sometimes later utopias) are utopias of place,
nineteenth-century utopias are utopias of time. They are set not
in a distant space but in the future. Time is the great discovery of
the century. In general, the nineteenth-century social scientific
imagination tends to take up the space previously occupied by the
utopian imagination. This leads to the retreat of utopia into the
domain of literature or its reorientation toward dystopia—the ex-
orcism of unwanted futures. At other times, the utopian vision
takes the form of science-informed literary fiction, which is only
apparently utopian because it is transformative in character. Such
best-sellers as Edward Bellamy’s Looking Backward (1888) and, es-
pecially, William Morris’s News from Nowhere (1890) exemplify
this trend well.”? They are set in a future where capitalism has
given way to state socialism and libertarian socialism, respec-
tively. In Morris’s case, the transformation unfolds according
to the laws of motion of Marxian theory.”® Scientific or not,
nineteenth-century utopia welcomes revolution and catastrophe
as vehicles of liberation from an oppressive world. This is also the
background for Richard Jefferies’s novel After London (1885),
where, following the decimation of the English population by an
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unexplained cataclysm, nature reigns supreme, and London, the
modern Gomorrah, reverts to a toxic swamp.94

The power of the Victorian imagination gradually declined as
expectations were updated. Apocalyptic visions of destruction
and regeneration became less and less frequent. H. G. Wells’s
“modern utopia” (1905), which is perfectly attuned to the mood
of the day, is nothing but the reassuring image of an ordered
society where science and technology improve people’s lives. It
is a utopia of the possible, which has given up any radical am-
bition to pursue equality in the name of “a flexible common
compromise.” With no place for Marx, it only has a place for
Darwin. As Wells put it, “In a modern Utopia there will, in-
deed, be no perfection; in Utopia there must also be friction,
conflicts and waste, but the waste will be enormously less than
in our world.”*

In time, therefore, the sense of caution grew. At the turn of the
century this was apparent in the more nuanced social-scientific
anticipations of Weber and of heterodox Marxist writers alike.
One might object that the expectation of a sudden breakdown of
capitalism had never been harbored by Marx but emerged as a
later, simplified version of his message.”® Nor did Mill envision
an environmental catastrophe as probable. Unquestionably, they
were sophisticated thinkers. But they nonetheless shared the per-
ception that a radical transformation of the world was inevi-
table, and it is this perception that fell apart at the beginning of
the twentieth century. The revised expectation was that a break-
down was still possible but certainly not around the corner. The
feeling of impending doom gave way to the awareness that social
changes take a long time, and they may require political means.
Along with this came the realization that the passage of time
alters the nature of things. No human institution—not even
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capitalism—remains the same forever. Thus, the predictive power
of theories, too, is relative.

Faith in the ability of reason to discern the evolutionary mech-
anisms of society was, as a result, weakened, while its scientistic
pretenses were channeled by the new “mathematical psychics” of
economics toward the narrower realm of human decisions.®” Yet
Victorian prophecies lie at the root of all modern prophecies
because they embody archetypes and patterns of thinking that
would recur at critical junctures of later history. The nineteenth
century produced, as it were, both the categories of modernity
and those for analyzing modernity. So it should come as no sur-
prise that, despite their good intentions, many more thinkers in
the twentieth century would give in to the temptation of social
forecasting.



CHAPTER TWO

The Interwar Revival
of Prophecy

N THE INTERWAR PERIOD the debate on the future of capi-
talism was revived by a series of political and economic up-
heavals. During these two decades, time seemed to accelerate
again. The First World War, the Russian Revolution, the collapse
of the Central Powers, the Wall Street crash of 1929 and the Great
Depression, the advent of totalitarian regimes such as Nazism and
Stalinism, and the rush toward World War II followed one an-
other in rapid sequence. This convulsive rhythm of events is re-
flected in the hectic character of social forecasting, which was
called upon to respond to a continuous need for reassurance.
The Great War and the Russian Revolution were a test for the
international left. These events highlighted the wide gulf that had
arisen between reformist and revolutionary socialism. The two
currents were divided not only on the interpretation of events but
also on the practical attitude to be taken concerning them. Issues
such as the following formed the subject of the dispute: What was
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the cause of the war, and what would be its impact on the socio-
economic order? Did one have to fight for one’s own country, even
if this country was a capitalist power, or should one take advan-
tage of the confusion to try to overturn the existing order? Could
the Russian Revolution spread to Europe and the rest of the world?
Far from diminishing, divisions were destined to grow during
these years. The establishment of Stalin’s regime of terror in the
1930s accentuated the radicalization of public opinion. Many
Western Marxists, who had strong democratic sensibilities, were
disappointed at the turn that the USSR was taking. They could
have subscribed to the withering critique made by George Orwell
in Animal Farm. The Soviet state had turned out to be a cruel
farce where class, hierarchy, and exploitation had perfectly repro-
duced themselves. Workers now were just under a different boss.
This belief reinforced the commitment of social democratic and
labor parties to seek an autonomous way to achieve social justice.

In addition to the Russian Empire, the war had swept away two
other giants, namely, the German and Austro-Hungarian em-
pires, opening a gap in their administrative machines. Social
democrats thus had their long-awaited opportunity to seize
power, contributing to the government of the new republics. But
the undertaking proved more difficult than expected, in part
because they found themselves struggling with two periods of
turbulent economic instability in connection with the aftermath
of the war and the Great Crash. In the struggle to secure con-
sensus in the fragile Central European democracies, the re-
formist left suffered fierce competition from a new political
creature—fascism—that spoke the language of the masses flu-
ently. This was a competition in which it soon succumbed. Fas-
cism, too, claimed to be committed to protecting the working
classes. “Fascism, like socialism,” Karl Polanyi wrote, “was rooted
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in a market society that refused to function.”” But it had no time
for mediation and compromise, and it despised those who en-
gaged in such activities. To such things, fascism preferred action.

While the economic turmoil of the early 1920s mainly affected
the countries that had lost the war, the depression triggered by
the Great Crash hit the entire capitalist world, spreading like an
epidemic through the dense network of economic and financial
relations. In the first half of the 1930s, Europe and America found
themselves caught in a grip of deflation and unemployment
unprecedented in intensity and duration. And almost every-
where, in dictatorships as in democracies, the response to the
crisis was state intervention, consisting of various forms of plan—
ning. But it was the whole economic structure that was changing.
After all, the crisis had only accelerated this ongoing process.
Throughout the interwar period, many observers were struck
by the emergence of something variously defined as “monopoly,”
“organized,” or “bureaucratic” capitalism to underline some of
its characteristics. Werner Sombart—with Max Weber the tow-
ering figure of early twentieth-century German social science—
wrote one of the first historical accounts of this new phase. For
him, “with the outbreak of the World War the era of high capi-
talism suddenly reaches its end.” For some time now, he noted,
“symptoms of decay” had been visible. These symptoms, besides
the intrusion of the state into economic life, included the “de-
personalization of business,” the replacement of competition
with cartel agreements, and the routinization of innovation. In
short, capitalism was approaching old age: it was described as a
man entering his fifties, at a time when average life expectancy
did not reach sixty years.?

What was to come after capitalism? In the 1930s it became
almost commonplace to hypothesize the convergence between
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capitalism and socialism, or rather the convergence of both
toward a third system, a Brave New World with still vague out-
lines. The idea that fascism, the New Deal, and Soviet dirigisme
were driven by some obscure force of progress to increasingly
resemble one another swirled around in the heads of many,
whatever their political orientation. One could say that it be-
came a mainstream idea. After the Second World War, how-
ever, the convergence hypothesis appeared for what it was: just a
dream (or a nightmare, depending on one’s point of view)
linked to the anxieties of a troubled period. The paths of devel-
opment of the two surviving economic systems seemed to di-
verge again, as befitted the division of the world into two blocs:
in the West the “free economy,” in the East central planning. But
the lessons of the interwar period were not forgotten. Everyone
(or almost everyone) by now knew that capitalism left unbridled
could not work. And the Soviet Union was there to remind them
that there was an alternative. Thus postwar capitalism, too, came
to incorporate a significant amount of planning. Social democ-
racy finally had its revenge.

Socialism or Barbarism?

During the First World War and its aftermath, Western Marx-
ism’s identity vis-a-vis Russian Marxism was consolidated. Con-
trary to a commonly held view, the formation of this identity had
little to do with the disappointment of Western thinkers at the
failure of the Russian Revolution to gain a foothold in Europe,
prompting them to retreat toward softer areas such as cultural
and literary theory.* In the West, skepticism about the imminent
end of capitalism was rooted in a nonmechanistic interpretation
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of historical development that emphasized human agency;, as ex-
emplified by the seminal work of the Hungarian philosopher
Georg Lukdcs, History and Class Consciousness.” In any case, the
genesis of this attitude preceded the October Revolution and rep-
resented the dominant line among German social democrats
and within their Austrian counterpart, the Austro-Marxists.® By
the time of the war, most Western Marxists had come to adopt
reformist positions, stressing the role of democracy and parlia-
ment in the construction of socialism. It was the “slow revolution”
theorized by Otto Bauer: a peaceful transition supported by the
will of the majority, which he thought would radically reduce in-
equalities without the need for further bloodshed and without
compromising the functioning of the productive system.” Excep-
tions to this reformist-realist consensus could be counted on the
fingers of one hand: Rosa Luxemburg (murdered in 1919) was
certainly the most authoritative exponent of the radical wing.
Among the Russians, by contrast, the group of those who con-
tinued to believe that capitalism would collapse under the weight
of its economic contradictions was large, and included such em-
inent figures as Nikolai Bukharin, V. I. Lenin, and Leon Trotsky.
For them, the coup de grace had to be delivered through revolu-
tionary action.

Karl Renner, who was to become the first chancellor of the new
Austrian Republic after the war, represented the extreme pole of
revisionism. Renner was now a long way from Marx. In 1916 he
wrote: “Capitalist society, as Marx experienced and described it,
no longer exists.”® Marx had described a stateless economy, and
it could not have been otherwise. In his day, the economy was a
private affair. Dominated by free-trade ideology, economic life
was conducted anarchically and without major interference from
the government. Things had begun to change in the last quarter
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of the nineteenth century, with protectionism, the formation of
industrial cartels, unionization of the workforce, and control of
production being transferred to a financial system dominated by
the joint-stock bank. But only the experience of the war had
shown how far state intervention could go. The war economy had
seen the state committed to mobilizing and managing resources
in a rational and efficient way, to planning production, and reg-
ulating distribution. During the war, the process of nationaliza-
tion of cartels prefigured by Hilferding was either completed, or
had begun, in many countries. According to Renner, it was dif-
ficult to imagine that this trend could be reversed, as it repre-
sented the culmination of a historical process.

Certainly, where Renner saw a victorious state, orthodox
Marxists would continue to see the executive committee of the
bourgeoisie. In this intermingling of the state and the economy
they saw nothing good but only a sign that capitalism, in this
phase of its development, had appropriated the state and was
using it for its own ends. As Bukharin wrote, “The capitalist mode
of production is based on a monopoly of the means of produc-
tion in the hands of the class of capitalists within the general
framework of commodity exchange. There is no difference in
principle whatsoever whether the state power is a direct expres-
sion of this monopoly or whether the monopoly is ‘privately” or-
ganised.” In fact, the Russians thought, there was evidence that
the state had already become an obstacle to capitalism. The
clearest statement of this thesis is Leon Trotsky’s in the book he
wrote at the outbreak of the war. He saw in the war the manifes-
tation of the final conflict that foreshadowed the overcoming of
capitalism. The forces of capitalist production had entered into
conflict with the framework of the nation-state that by now con-
stituted an obstacle to their further development. The nation-state
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had “outlived itself,” as he put it. Hence “the War proclaims the
downfall of the national state. Yet at the same time it proclaims
the downfall of the capitalist system of economy.”"

For Trotsky, one should not be misled by the nationalist claims
that had ignited the conflict. The war was the consequence of im-
perialism and responded to the interests of the bourgeoisies of
the great powers, notably Germany and Britain, who were fighting
to divide the world and its markets among themselves. Any out-
come would be provisional, paving the way for new claims. So an
era of permanent instability was beginning that would in any case
end with the self-destruction of the capitalist system. Faced with
the alternative of “permanent war or revolution,” one could ex-
pect a revolutionary response from the proletariat, and this was
to occur not on a national scale but on a world scale."

A similar interpretation of the war as a defining moment, a sort
of showdown for capitalism, was given by Rosa Luxemburg. In a
famous pamphlet written in 1915, she explained that capitalist so-
ciety was at the crossroads: “either an advance to Socialism or a
reversion to barbarism” was to be expected; “either the triumph
of imperialism and the destruction of all culture, and, as in an-
cient Rome, depopulation, desolation, degeneration, a vast cem-
etery; or, the victory of Socialism, that is, the conscious struggle
of the international proletariat against imperialism, against its
methods, against war.”!?

In the final analysis, the assessment of the prospects that would
follow in the wake of the war depended on the interpretation that
was given to imperialism. Those who interpreted it as a stage of
capitalism—as the “highest stage,” as Lenin wrote—came to the
conclusion that capitalism was a train launched at full speed
toward the precipice. But even within this current, it is not cer-
tain that imperialism meant the same thing to everyone. What
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these thinkers saw sometimes seems to be a function of the de-
sired outcome. Thus Lenin, who was inclined to believe that cap-
italism was unsustainable on the production side, emphasized
the formation of monopolies as a distinctive element of the new
phase. Luxemburg, who was more inclined to see underconsump-
tion as its main weakness, identified imperialism with the glo-
balization of capital—or with the development of underdevelop-
ment, as her followers would put it.

On the opposite front, there were those who saw imperialism
not as a stage in the development of capitalism, but rather as a
particular policy dictated by capitalist interests. The champion of
this position was Kautsky. Kautsky’s thought had evolved pro-
foundly since the time of his dispute with Bernstein. He was
now in a very reformist position."”” For him, the essence of impe-
rialism consisted in the drive, common to advanced industrial
capitalist nations, “to subjugate and incorporate an increasingly
vast agricultural territory, regardless of the nationality of the
peoples who live there.” This was due to the need to compensate
for the tendency of industrial production to grow faster than ag-
ricultural production. Imperialism was not, however, the only
possible solution to this problem. On the contrary, it was to be
expected that after the war the dominant powers would make an
agreement to share the world out peacefully. This would open a
new phase in the history of capitalism called “ultra-imperialism,”
characterized by the “transfer of cartel policy to foreign policy.”**

This thesis was harshly attacked by Lenin in his Imperialism,
written in 1916 during his exile in Switzerland and published the
following year. Lenin insisted that imperialism was that stage of
capitalist development “at which the dominance of monopolies
and finance capital is established; in which the export of capital
has acquired pronounced importance; in which the division of
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the world among the international trusts has begun, in which the
division of all territories of the globe among the biggest capitalist
powers has been completed.” These processes were guided by the
structural and irreversible transformation of the economic base.
One could not imagine a future in which the monopolistic organ-
ization and the financialization of the economy would be com-
patible with a nonviolent policy of the states, or with a peaceful
division of the world. Kautsky’s separation of the politics of im-
perialism from its economics was, according to Lenin, completely
arbitrary, and had the sole purpose of justifying his “bourgeois
reformism and pacifism, the benevolent and innocent expression
of pious wishes.”!>

Kautsky had been the most authoritative figure of the Second
International, and by picking on him Lenin was scolding the en-
tire community of social democratic Marxism. The definitive
breakup of the socialist world would be symbolically sealed by
what was to happen in Russia a few months later. By 1918 Kautsky
had become “renegade Kautsky,” the enemy of the October Rev-
olution.'® In hindsight, one can see that revolutionary Marxism
and reformist Marxism were expressions of two different socie-
ties. The Bolsheviks did indeed make the Revolution, but they put
an end to something that was not really capitalism but rather a
postfeudal autocracy. This was replaced by a regime far re-
moved from democratic ideals that would attract the criticism of
Western Marxists for a long time. The social democrats, for
their part, came to power in the newly founded republics of
Germany and Austria. In the 1920s even the French socialists
overcame their traditional reluctance to join bourgeois govern-
ments by agreeing to pursue a “socialist management of capi-
talism,” while “socialism itself was relegated to a distant future,
‘nebulous and mythical.”"
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Translating theory into practice was not easy for anyone. The
early history of Western-style socialism’s relationship with power
is almost everywhere a story of division and often frustrated
ambition. The beginnings of the Weimar Republic are emblem-
atic. They were marked by the splitting of the Social Democratic
Party, the bloody repression of the Spartacist uprising, and the
substantial inability to alter the preexisting economic power re-
lations. Equally short-lived was the government experiment of the
Austro-Marxists. Unable to appeal to the peasantry and middle
classes of a largely rural country, they succumbed to the reac-
tionary forces everywhere except Vienna.'®

1929: Crisis Theory Reloaded

The stock market crash of 1929, and the depression that followed,
did not change the positions of the various currents of Marxism
on the possibility that capitalism might end in a sudden economic
breakdown, as these positions had consolidated in the 1920s.”” As
Sweezy observed, even the Bolsheviks believed that the occur-
rence of a fatal economic catastrophe in the West was an implau-
sible scenario. They rather expected the downfall of capitalism to
result “from wars” growing out of the “intense hunt for mono-
poly profits by the great trusts in rival capitalist countries.”** And
what about Trotsky? He went on repeating until his death that
the time was ripe for global socialism, meaning that all the pre-
requisites were in place for the proletarian revolution. By that
time, however, his seemed a rather desperate appeal: “The objec-
tive prerequisites,” he wrote in 1938, “have not only ‘ripened’; they
have begun to get somewhat rotten.”?

Even more so, therefore, the social democrats of continental
Europe, who did not believe that capitalism was doomed at all,
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did not allow themselves to be overinfluenced by the Great De-
pression. Proof of this is the cold reception of the book by Gali-
cian economist Henryk Grossmann that came out on the eve of
the crash: an attempt to give a mathematical demonstration of the
inevitability of the breakdown in the most crudely mechanistic
style.?? Kautsky, Hilferding, and Fritz Naphtali, among others,
spoke of the Great Depression as a passing turbulence of capi-
talism.?® Social democrats tended to attribute the origin of this
and previous crises to flaws inherent in the market mechanism.
The problem, they assumed, was destined to be solved by itself as
the role of the market in the capitalist economy narrowed and
there was a progressive transition to “organized capitalism”—that
is, to a rational economic order where the uncertainty that de-
rives from free competition is suppressed.?* The primary objec-
tive was therefore to facilitate a rapid return to normality and to
allow the transition to continue on its course. The struggle for
democratization of the economy could be given new impetus by
regaining prosperity.

It must be said that by the 1920s the opinion had spread that
this milder, well-ordered form of capitalism was something one
could live with. While before the Great War the moderate wing
of social democracy hoped for a velvet revolution, now the watch-
word was no longer to transform capitalism into something dif-
ferent, but to pursue “economic democracy” within capitalism.?
Besides, men like Hilferding were fully integrated into the Weimar
establishment. How could one, from that position, continue to see
the state as a bastion of the bourgeoisie to be conquered? In
fact, they now saw it rather as a forum where all social classes
could assert their voice. The Wilhelmine state was over, they
thought, and the Weimar Republic was an opportunity to start
from scratch. But how, then, to return to normality after the
Great Crash? Weimar’s economic experts appeared strikingly
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unprepared. Hilferding, who served as finance minister until
December 1929, treated the German economy with the bitter
medicine of austerity, wary of any unorthodox measure. He did
not repent even after leaving his post, and instead offered his
external support to the Briining cabinet, which was even more
conservative in economic policy.?

Social democracy in Central Europe was not in good health,
and Hitler’s rise to power was fatal. It soon became time for self-
criticism. In a book from 1936, which contains the gloomy pre-
monition of a second world war, Otto Bauer reflected on the new
type of capitalism that had emerged from the crisis.?” The reor-
ganization of capital had been accomplished through the ratio-
nalization and steering of the economy by state power, a phenom-
enon that did not escape the attention of many others, especially
in the United States and Germany—and from which Keynes drew
important theoretical lessons. Massive investment in armaments
had served Germany and Italy to absorb the reserve army of the
unemployed. More peaceful means had been used under the
American New Deal. But in any case, everywhere the recovery
had taken place thanks to a substantial extension of public inter-
vention in economic life.?® Bauer was far from convinced that
state intervention alone could overcome the contradictions of
capitalism; this was certainly not the case as long as the owner-
ship relations and the class structure underpinning it were left in-
tact. Governments meticulously regulated production and dis-
tribution, prices and wages, and claimed to protect their citizens
with economic nationalism. But whatever they did, they ended up
necessarily privileging either capital or labor, exacerbating in the
former case the tendency to underconsumption, in the latter the
fall of the profit rate. Bauer, however, looked with interest at
these experiments in economic management—their technology
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if not their ideological motivations—and was aware that a pos-
sible imminent war could once again turn the tables. Still stunned
by the political failure of Austro-Marxism, he hoped to see a new
socialist reformism emerge from the ashes of social democracy.
The aim was to replace the dirigisme of the fascist sorcerer’s ap-
prentices with an authentic social philosophy of planning.?

The radical Marxist interpretations of the Great Depression,
on the other hand, had certain elements in common. First, they
all stressed the tendency of the world economy toward chronic
depression, interspersed with shorter and shorter intervals of
prosperity. Second, they shared an essentially negative view of the
New Deal, seen as the form taken by monopoly capital in times
of crisis. Similarly, fascism was portrayed as the latest incarna-
tion of the bourgeois order: no longer able to shield itself behind
liberal values, capitalism, it was argued, was turning to illiberal
means. Finally, they agreed that government intervention and to-
talitarianism might delay the end of capitalism but could not
prevent it.

As for the causes of the Depression, the discussion becomes
more articulated. It is useful to remember how, in the Marxist tra-
dition, at least three crisis theories coexisted, all found to some
extent in Marx: overaccumulation, underconsumption, and dis-
proportionality. The latter was undoubtedly the preferred expla-
nation of the social democrats. Attributing the troubles of capi-
talism to the “anarchy” of the market, they pointed to the
“rationalization” of the system as the solution to all problems. If
the crises were triggered by a simple mismatch between supply
and demand of goods, by defects in the circulation of money or
in that of capital, it was sufficient to replace anarchy with a vari-
able amount of planning. Orthodox Marxists obviously saw this
interpretation as superficial, because it lost sight of the causes of
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disproportionality—the famous contradictions. In the interwar
period, faced with a choice between placing the emphasis on over-
accumulation or underconsumption, they gave for the most part
an underconsumptionist interpretation of the crisis. In the 1930s,
only a few authors remained faithful to a reading of Marx that
saw “the contradiction between growing productive power, con-
sequent on accumulation, and falling profitability of capital” as
the main problem of capitalism. The tendency was rather to see
crises “as the conflict between ‘productive power’ and ‘consuming
power,” as the British economist Maurice Dobb complained.*®
And it is somewhat paradoxical that one of Marx’s subtlest inter-
preters, who was less prone to catastrophism, should have de-
fended the lost cause of declining profitability.

The underconsumptionist view, then, represented the majority
view. Luxemburg’s follower Fritz Sternberg, writing in 1932, ex-
pected that the collapse of global capitalism would begin from its
weakest link. Germany seemed to be the perfect candidate for this
role.’ It had just recovered from its postwar hyperinflation when
the crisis hit hard the purchasing power of working and middle
classes and unemployment rocketed. Industrial production was
set to stagnate. There was no way to compensate for the lack of
domestic demand with colonial substitutes, as the country had
lost its overseas empire. Sternberg thus thought he had identified
the elements that were the prelude to the downfall of German
capitalism. In fact, they only led to the downfall of the Weimar
Republic.

The Polish economist Natalie Moszkowska made a more orig-
inal contribution. The rejection of the thesis of the fall of the profit
rate led her to elaborate a theory of capitalist wastefulness. Ac-
cording to this theory, the success of capitalist exploitation gen-
erated a tendential increase in the rate of profit and a chronic
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depression in consumption, and it was this distributional
problem that triggered crises.*> The permanent excess of pro-
duction over consumption resulted in a massive waste of in-
puts and goods. What was unemployment in the 1930s, Mosz-
kowska observed, if not a waste of labor power? The capitalist
powers tried to remedy the economic imbalance by stimulating
consumption that did not, however, satisfy the existing social
needs: examples of this were the expenditures for the repression
of internal dissent and for war, or the attempts to push the sub-
ject nations into absorbing productive surpluses. This was a cir-
cular strategy, unsustainable in the long term, as it left unad-
dressed the distributional causes of the imbalance while creating
a greater waste of resources.”

In the United States, the foremost Marxist analysis of the Great
Depression came from the communist dissident Louis Fraina,
writing under the nom de plume of Lewis Corey. In The Decline
of American Capitalism (1934), while admitting that capitalism
had already known and overcome other crises, he insisted that
this time was different. In common with previous downturns, the
Great Depression resulted from the cyclic dynamics of overac-
cumulation and underconsumption. But “its duration, severity,
and specific character” suggested that “non-cyclical factors of eco-
nomic decline” were also at work. There was no longer any scope
for further profit expansion. Capitalism had already spread to all
productive sectors and to all five continents. There were no more
regions of the world to colonize and no industries to mechanize,
including agriculture. The strategy of limitation of output, con-
trol of prices, limitation of competition, and restrictions of tech-
nological progress pursued by monopoly capitalism was seen as
the very proof “of decline, as it emphasizes the incapacity to de-
velop fully all the forces of production and consumption.” Corey
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concluded that “unlike former experience, this depression cannot
end in any real upswing of prosperity.” He warned, however, that
there would be no actual breakdown but a slow decay: “The cy-
clical movement continues, but on a lower level, within the re-
stricting circle of economic decline. This means a ‘depressed’
prosperity, with increasing insecurity, unemployment, and in-
stability; while economic, class, and international contradictions
and antagonisms become sharper and more threatening. There
may be spurts of unusual prosperity, but these will merely inten-
sify the decline.”**

This analysis of the Great Depression and the New Deal con-
verges substantially with the official position of the Soviet Union
as anticipated by Stalin in a speech in 1934 and fully presented
the following year by his economic adviser Eugen Varga in a re-
port to the Seventh Congress of the Comintern.* Varga thought
that the 1929-1933 crisis was part of a cyclical movement, like
those that had preceded it, but that it also had specificities that
heralded a longer-term, creeping stagnation or a “depression of a
special kind.” He noted that full recovery was very unlikely, as
the conditions that had led to chronic overproduction persisted,
even though state intervention in the economy managed to pre-
vent the situation from plummeting. But Varga also observed how
in the years of the crisis, bourgeois democracy—capitalism’s po-
litical integument—had exhausted its historical function of de-
veloping the productive forces further, turning into an obstacle
that should be removed. He thus interpreted the spread of fascism
as the last bulwark erected by the bourgeoisie against the immi-
nent threat of a proletarian revolution.

We will return shortly to the different interpretations of state-
directed, organized capitalism, in its democratic and totalitarian
forms. First, however, it is important to note that the develop-
ments of the 1930s in the field of economic policy also paved the
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way for the more optimistic view that governments now had con-
crete means to regulate the private economy and turn it in so-
cially desirable directions.

Growing Pains, Higher Virtues

The new theories of economic governance, born in the context
of the Great Depression, were developed almost simultaneously
and largely independently in Stockholm and Cambridge. In 1932
the social democrats came to power in Sweden. Swedish social de-
mocracy had long since cut ties with Marxism and saw Marx as
a kind of distant ancestor who spoke an archaic language.*® Free
from ideological foreclosure and driven by an essentially prag-
matic spirit, the new government immediately promoted what so-
ciologist Walter Korpi calls the “historic compromise” between
capitalists and workers whereby both sides recognized the le-
gitimacy of the other in exchange for substantial concessions.”
A new generation of economists, such as Gunnar Myrdal,
Erik Lindahl, and Bertil Ohlin, worked with Finance Minister
Ernst Wigforss to develop countercyclical policies, including
government-sponsored job creation programs funded by deficit
spending.*® Alongside these interventions, a revolutionary social
policy laid the foundations for the most audacious welfare state
experiment ever attempted in the Western world, the implemen-
tation of which would continue until the 1970s. It can be said that
for the Swedish social democrats the issue of the future of capi-
talism had become irrelevant because they were convinced that
they had found a practical way to solve modern social problems
on a day-to-day basis. In Chapter 3 we will see that their optimism
was perhaps exaggerated. But for now we leave Stockholm for the
United Kingdom.
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In Cambridge, another intellectual vanguard revolved around
John Maynard Keynes.** Keynes was a liberal in the British sense
of the term. Unlike several of his disciples and followers, he was
not driven by a strong passion for social equality. What he really
cared about was that economic life should be conducted in an or-
derly manner without too much turbulence and that great injus-
tices should be avoided. In other words, Keynes could not stand
the fact that the economy was dominated by irrationality and that
someone had to pay a higher price for this chaos. His own cri-
tique of contemporary capitalism derives more from complacent
élitism than from a deep sympathy for the less well-off. Be this
as it may, in the 1920s and 1930s Keynes broke with all the pre-
cepts of economic orthodoxy. He dispelled the myth that the
market economy spontaneously tended toward equilibrium and
showed that crises do not improve if left unaddressed. He argued
that unemployment was caused by a lack of private demand that
would have to be compensated for by increasing government
spending. Finally, he argued that expansive monetary policies
were needed to get out of slumps: the value of money was not a
taboo to accept but something that the public hand could set at a
convenient level.

Just like the Swedish economists, Keynes combined scholarly
life and policy advising, although he was not always a prophet
honored in his own country. The undisputed prestige he enjoyed
was not enough to convince the British Treasury that a total re-
versal of its traditionally restrictive approach to economic policy
was necessary. On the other hand, the economic administrations
of countries such as the United States and Germany had come to
conclusions close to those of Keynes, proceeding empirically and
without being supported by his rigorous theory. But when these
insights were logically and convincingly formalized in the Gen-
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eral Theory of Employment, Interest and Money (1936), they gained
scientific acceptance and began to travel the world.*® This irre-
sistible rise was not interrupted by Keynes’s death ten years later.
In the postwar period, Keynesian ideas became a global force, ca-
pable of influencing the action of the governments of all those
capitalist countries in search of an intermediate path between the
absolute rule of the market and central planning.*!

Like few other intellectuals, Keynes lived in symbiosis with the
frenzy of his times and with the events that caught his attention
every day and stimulated him to search for solutions. The fact that
he devoted much of his energy to developing a theory of macro-
economic management, and the presentism encapsulated in his
famous saying that “in the long run we are all dead,” should not,
however, lead one to believe that he was averse to more specula-
tive concerns. In reality, Keynes thought of capitalism in terms
of a double horizon: one short- to medium-term, which he dealt
with as an economist; the other long-term, which he dealt with
as a moral philosopher, as John Stuart Mill had done before him.
And it is no coincidence that both figures had this dual intellec-
tual nature. As will be remembered, Mill was convinced that cap-
italist development had natural, or environmental, limits, as well
as moral limits. The latter were not as inexorable as the former,
but the confidence he placed in the progress of civilization raised
his hopes that humankind could abandon such a dangerous path
on its own before being forced to do so. Such views had a certain
sway in the twentieth century, revived as they were by two pe-
riods of crisis. The concept of environmental limits, which is still
popular, came back to the fore in the 1970s, when the second cycle
of intensive growth for Western economies, known as the postwar
Golden Age, ended. We will discuss this later, but for now the
focus is on moral limits. It was the crisis of the interwar period,
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with its wars, revolutions, economic turmoil, and social upheaval,
that made Keynes wonder if morality could save the world from
the greed of capitalism.*?

Keynes addressed this problem in one of his most enigmatic
writings, “Economic Possibilities for Our Grandchildren,” con-
ceived between 1928 and 1930. It is a short text, totally free of aca-
demic pedantry, as are many of his essays in persuasion and
biography during these years. It is not the high literary quality of
this text that makes it special, but the singular prediction that it
contains. The final version of the essay opens with a reference to
the Great Crash. What was happening had forced Keynes to put
his hand back to the 1928 draft, not to change its conclusions but
to invite the public to put the crisis into perspective. The crash,
Keynes reassured his reader, was not the death knell of capitalism.
Nor would it cause the decline of the British economy. It was cer-
tainly a major shock, but it could be handled with new methods:
the art of policy-making could do it. Crises of this type, he in-
sisted, should be seen not as “the rheumatics of old age” but as
“the growing-pains of over-rapid changes.”** Capitalism could
and would flourish for another one hundred years.

What would happen next is another story. To explain this,
Keynes took a step back. He noted that, since the Industrial Rev-
olution, extraordinary technical progress in the manufacturing,
energy, and communications sectors and the “power of com-
pound interest” had raised living standards in Europe and the
United States fourfold. This was despite the fact that population
growth had been very rapid for quite some time. So Keynes cal-
culated that around 2030 the “economic problem” would be de-
finitively solved in the developed countries. By economic problem
he meant the satisfaction of absolute needs, that is, the material
needs that we feel regardless of the comparisons we make with
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our fellow human beings. He admitted that there were also rela-
tive needs, those linked to status and social approval, which are
potentially inexhaustible, but he predicted that these too would
change as a result of major economic and social transformations.

Satisfying material needs would lead people to work less and
less and accumulate less. For the first time in human history
people would have a lot of free time, and would be concerned
about how to use it. Keynes was confident that this would trans-
late into significant moral uplifting. It is as if he thought that
humankind was programmed for high purposes and that this
deeper nature would emerge as soon as it had been freed from
the need to pursue material comfort. As he put it:

When the accumulation of wealth is no longer of high so-
cial importance, there will be great changes in the code of
morals. We shall be able to rid ourselves of many of the
pseudo-moral principles which have hag-ridden us for two
hundred years, by which we have exalted some of the most
distasteful of human qualities into the position of the
highest virtues. . . . All kinds of social customs and eco-
nomic practices, affecting the distribution of wealth and
of economic rewards and penalties, which we now main-
tain at all costs, however distasteful and unjust they may
be in themselves, because they are tremendously useful in
promoting the accumulation of capital, we shall then be
free, at last, to discard.**

From Keynes’s further elaboration of “most distasteful human
qualities,” one sees that the love of money is at the top of his black-
list: “We shall be able to afford to dare to assess the money-
motive at its true value. The love of money as a possession—as
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distinguished from the love of money as a means to the enjoy-
ments and realities of life—will be recognised for what it is, a
somewhat disgusting morbidity, one of those semi-criminal,
semi-pathological propensities which one hands over with a
shudder to the specialists in mental disease.” The reference to
mental disease is not accidental. His biographer Robert Skidelsky
reminds us that Keynes was an attentive reader of Sigmund Freud
and psychoanalysis.*” Indeed, this passage seems to contain a ref-
erence to the essay “Character and Anal Eroticism,” in which
Freud presented the tendency to hoard and accumulate money
as the sublimation of a sexual instinct. This neurosis was a man-
ifestation of an anal-retentive personality, which included char-
acter traits of orderliness and obstinacy (what today we would call
obsessive-compulsive symptoms) and originated from failure to
overcome the anal stage in childhood.*®

But for Keynes, the love of money is above all a social pathology
that had had its peak in the Victorian period. Keynes grew up sur-
rounded by the values of Victorian society: the “gods” of “ava-
rice and usury and precaution,” empowered with the tools of the
Benthamite calculus, inhabited the land of traditional religion.
In Keynes’s interwar writings there are continuous allusions—
sometimes decidedly anti-Semitic—to the strange alliance, made
in Disraeli’s Britain, between the Protestant ethic of accumula-
tion and Jewish religion, which had “sublimated immortality into
compound interest.”*” As for utilitarianism, it was still a cumber-
some presence in British universities when Keynes was a stu-
dent, as he recounts in “My Early Beliefs.”*® It was precisely from
the meetings of the Cambridge Apostles that the protest of Keynes
and his circle against the values of their fathers started, which
they rejected completely in the name of the countervalues of the
Bloomsbury Group.*
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Keynes’s philosophical positions have a double impact on his
economic theory. This impact is, in the first place, foundational,
since the theory rests on the observation that the pursuit of indi-
vidual self-interest does not necessarily ensure full employment
of the factors of production nor social welfare.” But they also in-
form Keynes’s understanding of capitalist dynamics. The scheme
of the General Theory implies that some degree of carelessness
about the future is needed to make the capitalist economy work.
Paradoxically, in fact, it is the search for the “spurious and delu-
sive immortality” pursued by the Victorian economic man, never
living the present but projecting into the future the results of his
actions, that worsens the periodic crises from which capitalism
suffers. The most famous image of this vicious cycle is given by
the paradox of thrift, a situation in which the excess of savings
leads to a decrease in aggregate demand and to persistent under-
employment of the productive factors.”

But Keynes’s disapproval of the love of money also explains
some of his political attitudes, such as the credence he gave to So-
viet communism in the 1920s. Beyond the intolerable dogma-
tism of the Bolshevik acolytes, and their inexplicable (for him)
passion for the proletariat and disrespect for the educated middle
class, he saw in communism an extraordinary experiment aimed
at changing human dispositions and bringing out morality. For
this reason, he was ready to forgive its relative inefficiency. Not
that he thought that the Soviet system was desirable in itself, or
that it was in any way applicable to the Western world. But
knowing that a greed-free society could exist had to be a moral
spur to improve a free society.”

The prophecy enunciated in “Economic Possibilities for Our
Grandchildren” is based on a logic, and unfolds according to a
causal chain, that is worth analyzing in more detail. The logic is
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apparently simple: the solution to the economic problem triggers
a change in the moral code. The causal chain is more complex and
passes through a theory of the social role of wealth and its deter-
minants. As the social importance of wealth diminishes, Keynes
says, the urge to accumulate ceases. But wealth loses its social
importance when scarcity is eliminated. The premise for the en-
tire argument is, therefore, that scarcity makes wealth status-
signaling; it turns it into an element of distinction. When scarcity
is overcome, capital accumulation comes to a halt.
Unfortunately, this prophecy has traditionally lent itself to su-
perficial readings, helped by the text’s nonacademic style. Many
commentators seem to think that Keynes posited a simple me-
chanical link between one’s realization of a full belly and the con-
sequent decision to stop accumulating money. No wonder, then,
that the criticisms leveled at him by today’s economists are often
not very subtle. On the right, there are those who argue that the
principle of non-satiation is supposedly inscribed in our DNA
and has an evolutionary basis. Humans are said to have “refer-
ence points that adjust upward as their circumstances improve.”*
But this thesis does not explain why the drive for wealth in pre-
industrial societies was much weaker (and even absent in hunter-
gatherer societies). On the left, by contrast, behavioral critiques
have been made. Some argue that consumption habits are self-
reinforcing. The more we consume, the more we learn to con-
sume.>* A subtler objection would be that it is necessary to keep
work separate from accumulation. On one hand, it is possible to
accumulate even without working. On the other, work is not only
a means of satisfying material needs, or of procuring displayable
wealth, but also a means of psychological realization. Yet this
function of work is not innate: it still exists because there is social
recognition of work. Keynes may well have thought of this and
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concluded that once the social importance of wealth had dis-
appeared, social recognition of work would also slowly disappear.

All that remains, therefore, are two weaknesses in Keynes’s
reasoning. The first is his underestimation of the fact that capi-
talism generates inequality. It is hard to think that, as long as in-
equality exists, the engine that drives people to work and accu-
mulate will be turned off. This is not only because economic
inequality prevents some social strata from significantly raising
their standard of living, despite the increase in overall wealth, but
above all, because the existence of inequality keeps the social im-
portance of wealth alive. Even when the economic problem is
solved, what drives people to work and accumulate is the combi-
nation of formal equality (which gives hope of ascending the so-
cial scale) and economic inequality. In an unequal society, the
mechanisms of distinction and social emulation based on in-
come or possession of material goods persist. “And the greater
the inequality,” it has been noted, “the greater the competitive
pressure.”>

The second problem is the assumption that Keynes makes
about human nature, a very benevolent assumption. The Frank-
furt School thinkers we will meet in Chapter 3 can provide a
healthy corrective to this somewhat naive anthropology. As al-
ways, the proof of the pudding is in the eating. Thus, in the
postwar period it became clear that, instead of favoring the moral
uplifting of human beings, affluence is more often accompanied
by their degradation. Wealth does not necessarily free up time for
culture and art. On the contrary, capitalism turns culture into
business and, by shaping shared imagery, enslaves minds to its
logic. It creates a society of consumers of canned culture, victims
of an eternal compulsion to repeat. More generally, capitalism
continually widens the space of competition, transforming goods



86 FORETELLING THE END OF CAPITALISM

that were not economic into goods that can be bought and sold.
It generates, in short, a system of expectations that are functional
to its reproduction.”®

Convergence

Between the wars, a number of scholars and economic commen-
tators pointed to changes in modern corporation and industrial
structure. These changes tended to weaken ownership while em-
powering management, and to suppress competition. The first
aspect that struck the imagination of intellectuals was the sepa-
ration of ownership and management; the second was the “bu-
reaucratization” of business management; finally, “trustifica-
tion” (the formation of industrial cartels) and the tendency toward
monopoly characterized the environment in which corporations
operated. These phenomena did not appear suddenly in the in-
terwar period. The emergence of the joint-stock company had al-
ready attracted the attention of Marx, and even more so that of
Engels in his later years. Since the early twentieth century, its
destiny had been widely debated inside and outside socialist cir-
cles. In Germany, the potential for social transformation in-
herent in the separation of ownership and management, on the
one hand, and industrial concentration, on the other, had been
tully grasped by Walther Rathenau and Rudolf Hilferding, re-
spectively, both leading social democratic thinkers.”” The rise of
a class of engineers to positions of authority within American
corporations had made Thorstein Veblen fantasize about the pos-
sible, albeit remote, advent of a “Soviet of technicians” that
would defeat once and for all the vested interests of “absentee
owners.”® It could well be argued that these were changes in the
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economic structure that had manifested themselves since the
1870s and were among the features of the so-called Second Indus-
trial Revolution.

But what no one could deny at the beginning of the 1930s were
the proportions assumed by these processes. As we saw, the plan-
ning efforts in the United States and Germany had multiplied in
response to the Great Depression. And in the Soviet Union, where
the problem of private ownership of the means of production no
longer existed, Stalin’s industrial policy, aimed at rapidly closing
the technological gap with the Western powers, pushed toward
greater industrial concentration and the dominance of capital-
intensive sectors. Faced with this evidence, the thesis emerged
that capitalism and socialism were converging, an idea that had
many variations. This was not a Marxist vision, though it was
somehow indebted to Marx’s analysis even when its supporters
belonged to the opposite ideological camp. There is, however, a
substantial difference. While for Marx the socialization of pro-
duction, in its double component of “centralisation of the means
of production and socialisation of labour,” was the fundamental
premise of the prophecy of downfall, here instead the downfall
is not part of the picture. There is no implosion of the old system
accompanied by political revolution, but an orderly transition to
a new system. And, perhaps more importantly, this system does
not have the traits of a society without economic inequality or so-
cial hierarchies. It was indicated with various terms such as bu-
reaucratic collectivism or state capitalism and presented as a hy-
brid that could not be fully defined either as capitalism or
socialism. It is the particular interpretation of the new system as
a “managerial society” that we will now dwell on here.

In 1932, the separation of the ownership and control of enter-
prises was made explicitly the subject of analysis in The Modern
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Corporation and Private Property, written by the Columbia law
professor Adolf Berle, a member of Franklin D. Roosevelt’s “brain
trust” on economic strategy, and by his economist colleague Gar-
diner Means. They observed that two-thirds of the industrial
wealth of the United States was now held by the stockholders of
large corporations. The growth in size of firms and investments
in technology had made systematic recourse to financing through
the public issue of stocks on the market indispensable. However,
the most disruptive novelty was the widespread nature of stock-
holding, and therefore the extreme dispersion of ownership. In
this context, control of a corporation could be exercised by a mi-
nority stockholder, holding only a minimal share in the owner-
ship of the capital; or even, in an increasingly frequent case, by
persons who were not stockholders at all, but who acted on their
behalf, namely, managers. It is easy to see that when one acts on
behalf of thousands of people, none of whom has a decisive weight,
one ends up acting with one’s own head. And the profit motive,
so fundamental for the stockholder, may not be the same for the
manager. In short, for Berle and Means, this change, concerning
both the means of production and the motivations of entrepre-
neurial activity, was doubly destabilizing for capitalism. In em-
phatic tones they wrote, “This dissolution of the atom of prop-
erty destroys the very foundation on which the economic order
of the past three centuries has rested.”* And again: “The divorce
of ownership from control . . . almost necessarily involves a new
form of economic organization of society.”®® It was an epochal
change comparable to the early modern transition from feudalism
to capitalism.

An important point on which Berle and Means’s approach de-
parts from that of other authors is, however, their conviction
that this change could be governed without trespassing the
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boundaries of a market economy, albeit heavily regulated. The
wealth could and should remain in private hands, while the gov-
ernment should supervise managers so that they would act in the
interest of the corporation and would not turn into a greedy
plutocracy. So to the evangelical question “Who will guard
the guardians?” Berle and Means gave a simple and benevolent
answer—an answer not very different from that already sug-
gested by Keynes in “The End of Laissez-Faire” (1926). Upon re-
flecting on the “trend of joint stock institutions” and what he
called the “tendency of big enterprise to socialise itself,” he con-
cluded that “the battle of Socialism against unlimited private
profit is being won in detail hour by hour. ... For my part I
think that capitalism, wisely managed, can probably be made
more efficient for attaining economic ends than any alternative
system yet in sight, but that in itself it is in many ways extremely
objectionable. Our problem is to work out a social organisation
which shall be as efficient as possible without offending our no-
tions of a satisfactory way of life.”®!

Much less reassuring was the interpretation that others gave
to this process ten years later, as the world plunged into a new
world war. The key thinker was the Italian Bruno Rizzi. A self-
taught intellectual and activist, he was the protagonist of a sur-
real story that deserves to be told.*> Thanks to his work as a trav-
eling salesman, in the 1930s Rizzi visited capitals all over Europe,
coming into contact with Trotskyist circles. Between 1938 and
1939 he wrote a series of letters to Trotsky to convince him that
Stalinism was not a transient degeneration of socialism, but the
expression of a new system of social organization, neither capi-
talist nor socialist, in line with a trend under way in the major
industrial powers. Rizzi also sent him several chapters from his
forthcoming book, The Bureaucratization of the World.%® His
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letters were never answered. Returning to the Italian province
after the war, he discovered only a few years later that Trotsky had
publicly engaged with his ideas on various occasions, drawing
the attention of the American philosopher James Burnham,
who between 1939 and 1940 was going through his divorce from
Marxism to become one of the fathers of neoconservatism. In 1941
Burnham published The Managerial Revolution.5* In both works
there is the idea that in industrialized countries the social di-
vide was no longer between capitalists and proletarians but be-
tween those who control production (bureaucrats for Rizzi,
managers for Burnham) and those who do not. Both capitalism
and socialism would be replaced by a new model of “bureau-
cratic collectivism” or “managerial society,” a model that was
already at an advanced stage of development in Nazi Germany
and the Soviet Union but was also present in the United States of
the New Deal, though in a more primitive form. In Burnham,
there is also some satisfaction about what was happening.

As for Trotsky, he reproached Rizzi and Rizzi’s “semi-follower”
Burnham for relying on superficial similarities among the sys-
tems of the United States, Germany, and the Soviet Union—such
as the fact that all these countries were ruled by bureaucracies,
ownership was limited, and planning prevailed—ignoring the
different “class significance” that these characteristics assumed
in the various contexts, as a result of the historical dialectic.®> Of
course, what he was concerned with was reiterating that the latest
developments in the USSR represented a perversion of socialism,
produced by Stalin’s hijacking, rather than a new model. The
matter was very simple. “Either the Stalin state is a transitory for-
mation, it is a deformation of a worker state in a backward and
isolated country,” he wrote, “or ‘bureaucratic collectivism’. . . is
a new social formation which is replacing capitalism throughout
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the world (Stalinism, fascism, New Deal, etc.).”®® Leaning toward
the first interpretation, Trotsky was confident that Stalin’s regime
could be overthrown by an authentically proletarian revolution,
a prospect that Burnham instead branded as utopian. But even
the vision of the latter was overshadowed by partisan feelings. Ac-
cording to George Orwell, Burnham was essentially “fascinated
by the spectacle of power” and, convinced that Germany would
win the war, fantasizing that it would shape the world in its own
image. As he humorously put it, “Burnham sees the trend and as-
sumes that it is irresistible, rather as a rabbit fascinated by a boa
constrictor might assume that a boa constrictor is the strongest
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tivism was undeniable, one could doubt that it was irreversible

and not just the expression of a particular historical phase.

In the Eye of the Storm

The time has come to take a closer look at Germany, the middle
ground between the liberal and Soviet worlds that everyone was
carefully watching in the 1930s. Could it be the economic model
tested in the Nazi laboratory, the one on which the economic sys-
tems of the future might converge? Before we tackle this issue,
we should ask ourselves what the intellectual climate was in the
late Weimar Republic. Our question should not be asked in the
abstract, but rather with reference to a specific subset of the cul-
tured élite—those who thought that social policy could be better
carried out within a nationalist and dirigist framework. It is these
thinkers who, at least initially, had sympathy for the new regime.

In 1927 Werner Sombart published the third and last volume
of his masterpiece, Modern Capitalism, devoted to the age of
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“high capitalism,” which covers the period of the Industrial Rev-
olutions until the First World War. The volume also deals, albeit
in a sketchier way, with the emergence of a new phase in the in-
terwar period, called “late capitalism.” It concludes with a chapter
on the economic life of the future.®® Here Sombart, after recalling
the sensational predictive mistakes made by past thinkers, from
Tocqueville to Marx and his own mentor Gustav Schmoller,
warned that the analysis of social facts must be kept quite sepa-
rate from one’s own desires. He also argued that it is not easy to
predict the future, but it is easier to guess what will not happen.
Those who predicted the undisputed dominance of a single eco-
nomic system were mistaken; history showed that various sys-
tems, different in power and extent, had always coexisted. Even
long-lasting changes induced by revolutions were to be excluded.
Revolutions, he thought, can destroy the existing order, as had
happened recently in Russia, but do not result in new economic
systems, which are the product of slow and gradual changes. Sim-
ilarly, the scenario of a return to precapitalist economic forma-
tions was considered fanciful. It was decidedly antihistorical, for
Sombart, to imagine that humankind would give up modern
technology. What about the exhaustion of natural resources? Re-
ferring to a conversation he had had with Max Weber, and his
old adage that industrial capitalism would end when the last ton
of iron was merged with the last ton of coal, he objected that oil,
hydroelectric power, tidal power, and solar power would come
after coal.?

For the future, Sombart thus foresaw the coexistence of capi-
talism with other economic systems. Capitalism was going to be
transformed by ever stronger restrictions and interventions from
public authorities. It would in a sense change soul (in this regard
he agreed with Weber), losing its original momentum, the “Faus-
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tian impulse,” and relying instead on bureaucratic routine. Of
the three ingredients that constituted capitalism—rationalism,
the acquisitive drive, and individualism—only the former would
prevail in the long run. The process of objectification of the en-
terprise and depersonalization (Vergeistung) of its ownership, as
well as the pursuit of economies of scale and other forms of pro-
ductive efficiency already present in late capitalism, would con-
tinue in the twentieth century. At this point a natural move for
the state would be to “bottle” capitalism, as one does with a good
wine, and direct it toward its ends. But if economic planning was
to mark the destiny of both Western capitalism and Soviet so-
cialism, would not the difference between the two regimes be
gradually lost? Sombart’s response leaves no room for doubt: “We
will now, however, gradually have to get used to the thought that
the difference between a stabilized and regulated capitalism and
a mechanized and streamlined socialism is not very large, and
that for the fate of people and their culture it is thus practically
of no consequence whether the economy is shaped in capitalist
or socialist fashion. What matters is the following: the mode of
operation is in both cases the same; in both cases the entire
economy rests on the basis of depersonalization.””°

Another interesting aspect in this writing is the prediction that
capitalism would not remain for a long time an exclusively
Western phenomenon. When the Asian and African nations freed
themselves from the yoke of colonialism and imperialism, Som-
bart thought, they would probably synthesize the traditional
values of their cultures and the elements of the system in which
they had unwillingly found themselves a part. What this synthesis
would produce “will be a construct which will carry some traits
of European-American capitalism; in its essentials, however, it
will be entirely different from our capitalism, since it rests on
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completely different bases.””! This anticipation corresponds to the
philosophy of German historicism, which is that every social for-
mation in human history is unique and unrepeatable. One does
indeed have to admit that Sombart saw well what would actually
happen many years later in places like East Asia.

Allin all, Sombart’s position on capitalism is in line with more
general ideas on the decline of Western civilization that were
rather widespread in interwar Germany. At the heart of these
ideas—expressed in almost poetic language in a famous work by
Oswald Spengler—was the conviction that liberal democracy and
the rationalistic culture of the Enlightenment had by now ex-
hausted their life cycle.”? If anything precipitated the tones of a
discussion that had remained in academic speculation until then,
it was the Great Crash. In an atmosphere still dominated by anger
at the humiliation of the Treaty of Versailles, there were groups
like the Tatkreis—a conservative volkisch circle that grew up
around the magazine Die Tat (The Action)—that drew on this
mood to propagandize against the fragile Weimar Republic. In
the Republic they saw the Trojan horse by which liberalism and
commercial culture were corrupting Germany to enslave it to the
Atlantic powers. The German state had to be rebuilt from its foun-
dations. If classics such as Hegel and Nietzsche, and con-
temporary authors such as Edgar Julius Jung, Carl Schmitt, and
Othmar Spann were, for these “conservative revolutionaries,” the
models to follow in the field of political science, the way to eco-
nomic salvation was J. G. Fichte’s old recipe of the “closed com-
mercial state,” that is to say, national self-sufficiency defended by
a coherent neo-mercantilist strategy. Only by autarky and debt
repudiation, they argued, would Germany free itself from the grip
of financial dependence on Britain, France, and the United States.
After the Nazi seizure of power, the Tatkreis was dissolved. Some
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members of the movement considered their mission accom-
plished and joined the Nazi Party. Others were persecuted by
the Nazis, lost their lives, or sank into anonymity.

In circles like this (not unlike the radical left) the advent of the
Great Depression was interpreted as a sign that the decline of the
capitalist system was accelerating. In 1931, Ferdinand Zimmer-
mann, the editor of Die Tat, published under the pseudonym
Ferdinand Fried a book on the subject that became very popular
among middle-class readers in Germany and elsewhere.” In in-
troducing the Italian edition, the publisher recalled the words of
Benito Mussolini: “Last summer President X, the chief of one of
the most powerful States in the world, said to me that the crisis
in which we are now involved was of the same kind as those which
have preceded it, and would, like those, speedily pass. To my
mind, . . . it is something more momentous than that, a crisis of
the capitalistic system. The whole system is at stake.””* Zimmer-
mann, a student of Sombart, was fairly well read, even though he
lacked the analytical rigor necessary to develop such a demanding
topic. The signs of the imminent end of capitalism were identi-
fied by him as the exhaustion of technological progress, the de-
mographic stagnation of the developed countries, the suppression
of internal competition and free trade, the dissolution of the en-
trepreneurial spirit into bureaucracy, and the growing role of the
state. Like Keynes, whose name appears in the pages of the book,
Zimmermann believed that the end of capitalism would not lead
to a descent toward lower levels of prosperity but to the transi-
tion from a “dynamic” economy whose aim is the generation of
needs to a “static” economy oriented toward satisfying needs, and
where politics would have its revenge on economics.

As Isaiah Berlin observed in a report for the publisher Faber
& Faber, the only original thesis in this book is the claim, which
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is unfounded, that the age of inventions and industrial innova-
tion was over. The assertions on “death of individualism, growth
of mass production, collectivism,” as well as the conclusion
that “since collectivism is coming anyway, it might as well be
dealt with efficiently and fairly by being converted from Trust-
collectivism into State-ownership of the means of production,”
can be found in dozens of other works.” The same can be said
for the exhortation to break the chains of financial subjection and
the recognition of a special destiny of Germany in guiding the
struggle for liberation: it is enough to think of the advocation of
a “German Socialism” made in those years by Sombart himself.”s
But, once again, he did not confuse prediction with policy rec-
ommendation, the analysis of reality with his desires.

Nazi “Capitalism™ Can It Last?

After Hitler’s rise to the chancellorship in 1933, another group of
German intellectuals—many of whom were forced to emigrate for
ideological or racial reasons—began asking themselves a different
kind of question. First of all, they wondered about the strange na-
ture of the Nazi economic and social system. Second, they won-
dered how long it could last. These concerns were central to the
Frankfurt School during its American exile. At the Institute of
Social Research, which moved to New York City, thinkers such
as Max Horkheimer, Friedrich Pollock, and Franz Neumann took
partin a heated wartime debate. But this also involved Hilferding,
who, hunted by the Gestapo, was fleeing through Europe.””

To describe the Nazi hybrid, in 1941 Pollock developed the ideal
type of “state capitalism” (the term itself preexisted, dating back
at least to Bukharin).”® It was a different formation both from the
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competitive capitalism of the liberal age and from the monopoly
capitalism that had asserted itself since the end of the nineteenth
century. At the same time it was not socialism, regardless of
whether this term meant the ideal goal indicated by Marx or the
actually existing socialism of the Soviet Union, because in state
capitalism there were private ownership and profits, and there
was the market. It was not even a relapse into precapitalist for-
mations, because it was based on the triumph of rationality and
technique. State capitalism was configured in every respect as “a
new order.” What then made it so radically different from the
earlier system? A first answer is that the features it inherited from
the past had changed their function. The market, for example, had
become a mere distributive mechanism: it was no longer the
“steering wheel of production.” Prices did not serve as signals.
Similarly, profits no longer functioned as incentives that could
drive capital flows.”

Another element of discontinuity was the substantial emptying
of meaning of things such as private ownership and initiative.
Under capitalism, be it competitive or monopolistic, producers
were free to make their own decisions as to investment and the
use of resources. In monopoly capitalism, it is true, minority
stockholders succumbed before the management, but control re-
mained in private hands. Under state capitalism, by contrast, even
the largest stockholders were powerless. Nor could any decision
be made by the top management without the blessing of the Nazi
Party and its apparatus. The allocation of factors of production
was decided centrally by the long arm of the state. The state,
through planning, decided what to produce, how to produce it,
what to invest in, and what not. The room for private decision
making was stripped to the bone in the name of a higher in-
terest. This primacy of politics reverberated on the functioning
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of society. Wealth and property had ceased to be the main deter-
minants of the status of individuals. What mattered much more
was their proximity to the levers of decision-making power. Na-
zism represented, as Peter Drucker wrote in the same years, “the
end of economic man.”*

The fact is that this system ensured economic and social sta-
bility. Central steering of the economy had eliminated cyclical
fluctuations and waste of resources, achieving full employment.
Economic problems had thus been reduced to political problems
or problems of administration. One could even say that “under
state capitalism economics as a social science ha[d] lost its object.”
Pollock declared himself unable to discover any factors that could
lead to unemployment, stagnation, overproduction, overinvest-
ment, or retrogression in technical development. To work, such
a system only needed a constant supply of raw materials. This led
him to believe that state capitalism was free from internal con-
tradictions and therefore tended to be stable. It could only falter
in the event of differences of interest within the ruling class or
collapse with the defeat of Germany in World War II—political
and military, not economic, circumstances.® But what really mat-
tered to him was to stress the potential that planning could have
if it were placed in a democratic order. His dream was to see state
capitalism resurrect after the war and become the formula by
which to ensure prosperity and social justice in the free world.

In his essay “The Authoritarian State,” Max Horkheimer, who
substantially accepted Pollock’s ideas, came to more nuanced
conclusions and was more cautious in his hopes for the future.
Even the prospect of a democratic transformation of state capi-
talism, as a surrogate for a proletarian revolution that now seemed
impossible, left him skeptical. The road to hell was paved with
good intentions. If even the noble ideal of socialism had suffered
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monstrous degeneration in Stalin’s regime of “integral statism,”
what aberrant developments could the new “capitalism” undergo?
Nor did the definitive establishment of this system appear to him
to be an inevitable outcome of history. Only a dehumanized his-
tory that “fails to fulfill its human destiny” could run on tracks
already traced. In his characteristically esoteric language, Hork-
heimer warned that venturing into predictions of this type “rec-
ognizes only the dimension of the cycle of progress and regres-
sion; it ignores the active intervention of men.”%

Then there were those who contested the very basis of the
theory of state capitalism. But critics of this ideal type were in
turn divided over everything, apart from the fact that they found
the expression “state capitalism” a contradiction in terms. Some,
like Franz Neumann, thought that Pollock’s thesis was something
between a gamble and a product of false consciousness. Neumann
only joined the Institute of Social Research in the late 1930s, but
he soon found himself marginalized. Reluctant to embrace the
radical dialectic of the School, his Marxism seemed too orthodox,
and his outspokenness certainly did not help.®* In Behemoth (1942)
he completely overturned Pollock’s interpretation of the Nazi eco-
nomic and social order. According to him, the private economy
was not at the mercy of the state; rather, it was the state that was
enslaved to large private interest groups. In this sense, the Nazi
economy was quintessentially capitalist and its development was
in perfect continuity with the monopoly phase. Economic policy,
Neumann pointed out, was conditioned by the interests of a
handful of families and their cartels: the Flicks, the Quandts, the
Wollffs, who became so powerful that they overshadowed the old
dynasties of German industry that had backed Hitler’s ascent.
From this it followed that fascist-style capitalism did not escape
the contradictions of capitalism tout court. One could therefore
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hope that, regardless of the outcome of the war, in the long
run antagonisms between oppressors and the oppressed would
emerge. The effect of propaganda could not last forever: its mag-
ical character clashed with the rationality of industrial produc-
tion and the organization of society.®*

Hilferding’s criticism took the opposite standpoint, as he found
the category of state capitalism not radical enough. He preferred
to use the expression “totalitarian state economy,” arguing that
the fascist regimes of Germany and Italy increasingly resembled
the command economy model of the Soviet Union. Hilferding did
not dispute that a new order could be observed in these countries.
If anything, he went further and said that this order, though not
socialist, was now fully postcapitalist. His target was not even Pol-
lock but the orthodox Trotskyists who, to denounce the perverse
nature of the USSR under Stalin, insisted on portraying it as a
“degenerated workers’ state” that could only either relapse into
capitalism or evolve, after a new revolution, into a proper socialist
state. “The Marxist sectarian,” Hilferding wrote, “cannot grasp
the idea that present-day state power, having achieved indepen-
dence, is unfolding its enormous strength according to its own
laws, subjecting social forces and compelling them to serve its
ends for a short or long period of time.”% Hilferding’s totalitarian
state economy was thus added to the already rich repertoire of
ideal types produced by the theorists of convergence, but it came
significantly closer to the thesis of “bureaucratic collectivism.”

The Self-Defeating Values of Capitalist Society

The New Deal, too, had its enemies, and some went so far as to
argue that it was to be blamed for the problems of American
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capitalism, while playing down the crisis that had preceded it.
Among them was Harvard economist Joseph Schumpeter.
Schumpeter thought that Roosevelt’s policies had turned a normal
downturn in the business cycle into a depression. But depression
was not the threat hanging over the future of capitalism. The
threat came from the culture of which the New Deal was an ex-
pression. In the early 1940s Schumpeter was an unhappy man.
Not only did he suffer terribly from being overshadowed by
Keynes’s growing prestige. He felt that he had outlived his time,
that he belonged to a world that no longer existed. For an Austrian-
born bourgeois, educated in the values of the Habsburg élite,
this world was a liberal conservatist one.¢

In Capitalism, Socialism and Democracy (1942), Schumpeter
made it clear that it was not the periodic crises of capitalism
that would bring it to an end. These were part of the healthy
dynamic of “creative destruction” in a system driven by innova-
tion. Aside from the ups and downs of the business cycle, he
argued, capitalism showed a certain stability. No matter who
wins and who loses in a particular phase of the cycle, in the end
what is important is the trend, and this pointed to an increase in
living standards, which is a net gain for society. Nor was the
monopoly structure of the new capitalism, which had replaced
the competitive model, a weakness. It was the product of a natural
evolutionary process, but it did not affect the functioning of
the system—neither its capacity to innovate nor its capacity to
make profits. As for the stationary state foreshadowed by Mill
and Keynes, which Schumpeter relabeled the “vanishing of in-
vestment opportunity,” it was not really on the horizon. He
was confident that “as higher standards of life are attained, . . .
wants automatically expand and new wants emerge or are

created.”®”
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What, instead, worried Schumpeter, at least after the mid-
1920s, to the point of making him believe that capitalism’s days
were numbered, was its social instability. The contradictions were
all within the superstructure: “Capitalism, whilst economically
stable, and even gaining in stability, creates, by rationalising the
human mind, a mentality and a style of life incompatible with its
own fundamental conditions, motives and social institutions, and
will be changed, although not by economic necessity and prob-
ably even at some sacrifice of economic welfare, into an order of
things which it will be merely [a] matter of taste and terminology
to call Socialism or not.”®® Ironically, the withering away of so-
cial and cultural conditions favorable to capitalism was a conse-
quence of its economic success. This success was leading to the
exhaustion of the role of the entrepreneur and the loss of his pres-
tige; to the destruction of the social strata that had protected the
development of capitalism; and to the upheaval of the institutional
framework upon which it rested. But Schumpeter especially
pointed his finger at the growing hostility of intellectuals to cap-
italist values.® It is worth analyzing each of these changes.

The “mechanization of progress” had made the entrepreneur
superfluous. Innovation in modern industry could no longer rely
on the erratic strokes of genius on the part of individuals. It was
in the hands of teams of specialists in research and development
and proceeded according to predictable patterns. Innovating no
longer meant breaking the mold, but taking part in a widely ac-
cepted routine, incorporated into the system’s operating logic. If
early capitalism owed a good part of its dynamism to the devi-
ance of its protagonists and their ability to challenge society, this
deviance was now lost. But the problem for Schumpeter was even
greater. The loss of prestige of the entrepreneur was reflected in a
weakening of the bourgeoisie as a social group and in its progres-
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sive transformation into a class of clerical workers. We must ob-
serve that this automatic link between the exhaustion of the en-
trepreneurial function and the weakening of the bourgeoisie
seems a bit hasty. Schumpeter took it for granted that the bour-
geoisie commanded respect by virtue of their heroic ability to in-
novate and not because they embodied the supreme value of
modern Western achievement-oriented societies, that of wealth
acquisition. If we define the bourgeoisie by income rather than
function, the “executive” and the “manager” of managerial capi-
talism will appear indisputably bourgeois. Didn’t they continue
to represent role models for the lower middle classes? The ability
of the bourgeoisie to contribute to technological progress may
have been diminished, but after two centuries of dominance its
values had been abundantly absorbed into society.

Capitalism, Schumpeter noted, was built on the foundations
of the feudal system. Far from being the enemy of the bourgeoisie,
the aristocracy had accompanied its rise, providing a political
framework conducive to the development of entrepreneurial ac-
tivities. Moreover, under its benevolent protection, special ar-
rangements for those who failed to keep pace with the economic
changes—such as the traditional support systems of the village
and the craft guild—had continued to exist. But both conditions
were lacking at the time of late capitalism. The bourgeoisie now
thought they could rule by themselves without the political know-
how of the aristocracy. This, in Schumpeter’s view, was a dan-
gerous illusion, all the more so for the United States, which was
born as a bourgeois republic. True, he observed, “the industrialist
and merchant, as far as they are entrepreneurs, also fill a func-
tion of leadership. But economic leadership of this type does
not readily expand . . . into the leadership of nations.” The bour-
geois, he concluded, is “rationalist and unheroic,” and “the
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stock exchange is a poor substitute for the Holy Grail.”*® Here,
on the one hand, Schumpeter overgeneralized the British his-
torical experience of the “active symbiosis” of aristocracy and
bourgeoisie, which in many ways appeared to him an ideal
condition. On the other, he offered a caricature of the interwar
American bourgeoisie, unable to defend their interests against
the advance of collectivism. As to the assumption that aristoc-
racy is necessary to guarantee social peace, it seems difficult to
reconcile it with the emergence, at the end of the nineteenth
century, of the institutions of modern social policy in industrial-
ized countries. These were intended to compensate the victims
of capitalism while, at the same time, removing social obstacles
to its further development.

The third problem highlighted by Schumpeter was that capi-
talism tended to destroy the very institutional framework that un-
derpinned it, whose two main pillars were the property of the
means of production and freedom of contracting. Ownership in
a large corporation was so dispersed that the latter seemed to be-
long to no one. No one behaved like an owner. Not the manage-
ment, which was interested in maximizing its remunerations
rather than the firm’s profits and was therefore often in conflict
with stockholders. Not small stockholders, for whom stocks rep-
resented a minor source of income. They had a small-saver op-
portunistic mentality. Their exclusion from decision-making pro-
cesses made them critical of the corporation and even hostile to
capitalism as such. All that remained was the big stockholders,
about whom Schumpeter merely shook his head. Not even they
performed, or possessed, “the functions and the attitudes of an
owner.” Freedom of contracting, understood as making agree-
ments based on an “individual choice between an indefinite
number of possibilities,” also tended to disappear in a business



THE INTERWAR REVIVAL OF PROPHECY 105

environment where giant companies faced the interests of other
giant companies or of masses of workers. The contract became
“stereotyped, unindividual, impersonal and bureaucratized.”®!
Schumpeter’s dismay at these changes is understandable, but the
subsequent financialization of capitalism would show that “de-
materialized, defunctionalized and absentee ownership” can be
as effective as material and personal ownership, even in perpet-
uating the hierarchical structure of capitalist society. It may not
“call forth moral allegiance.” But does capitalism really have to
be morally revered and respected to prosper?

The fourth and final factor that was believed to threaten the
survival of capitalism was the hostility of intellectuals who gave
voice to social discontent. If Schumpeter borrowed from Sombart
the image of capitalism as a process of creative destruction, he
owed Weber the idea that its historical development had gone
hand in hand with the rationalization of human conduct. While
for Weber the link was one of correlation and did not specifically
concern intellectual inquiry, Schumpeter made it simpler and
stated without too much doubt that, from the Renaissance on-
ward, the “civilization of capitalism” had boosted the growth of
the rationalist spirit of modern art, science, and technology—a
spirit that existed in a latent state for thousands of years. Not only
had the advent of capitalism turned “the unit of money into a tool
of rational cost-profit calculation,” but above all it had created
such things as “the cheaper book, the cheap newspaper or pam-
phlet, together with the widening of the public,” and favored the
formation of an “anonymous public opinion” that was free to ex-
press itself. In this liberal climate, intellectuals thrived. Their
numbers multiplied following the unprecedented expansion
of higher education in the late capitalist period. But many of
them were destined to remain unemployed or unsatisfactorily
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employed. It is at this point that Schumpeter introduces his soci-
ology of the intellectual. The intellectuals, who already tended to
look down on society, attacked capitalism as the cause of their
frustrations. They allied themselves with bureaucracies (which
had never completely lost their precapitalist mentality), advised
politicians, and wrote party speeches. Their ideas eventually in-
formed public policies that became “a serious impediment” to the
functioning of the “capitalist engine.” The nefarious influence of
intellectuals was even stronger in “stimulating, energizing, ver-
balizing and organizing” the labor movement, supplying it with
“theories and slogans.”®* With hindsight, one can certainly say
that Schumpeter overestimated the influence of intellectuals on
politics and society, again overgeneralizing from the Roosevelt
years. It is well known that the United States lacks a strong public
intellectual tradition, and indeed the history of its intellectuals
is one of progressive retreat to the ivory tower.”®> Public thinkers
in America have never aroused much respect. In contrast, exam-
ples abound of widely worshiped CEOs. This is because Amer-
ican society is founded on a profound anti-intellectualism whose
origins were effectively dissected by Richard Hofstadter in a
classic study.®* But even in Europe, where intellectuals used to
enjoy undisputed prestige, the interwar period certainly did not
offer fertile ground for the exercise of free thought.

At the end of 1949, a few days before his sudden death, Schum-
peter delivered an address before the American Economic As-
sociation in New York titled “The March into Socialism.” After
reaffirming for the benefit of those present that he was not advo-
cating socialism, nor intended to discuss its merits, he introduced
an element of caution about the future. Schumpeter wanted to
make it clear that



THE INTERWAR REVIVAL OF PROPHECY 107

I do not “prophesy” or predict [socialism]. Any prediction
is extrascientific prophecy that attempts to do more than
to diagnose observable tendencies and to state what results
would be, if these tendencies should work themselves out
according to their logic. In itself, this does not amount to
prognosis or prediction because factors external to the
chosen range of observation may intervene to prevent that
consummation; because . . . observable tendencies, even if
allowed to work themselves out, may be compatible with
more than one outcome; and because existing tendencies,
battling with resistances, may fail to work themselves out
completely.”

Yet he concluded his speech with the following words: “Marx
was wrong in his diagnosis of the manner in which capitalist so-
ciety would break down; he was not wrong in the prediction that
it would break down eventually.”*® The temptation to engage in
social forecasting proved invincible once again.

Cassandra’s Last Warning

During the dark night of the war one last nightmare tormented
the conservative mind, namely, that planning would lead to to-
talitarianism. Underlying this sinister premonition is an interpre-
tation of fascism that does not see it as an alternative to socialism
but as an expression of it. This, therefore, was yet another variant
of the convergence theory. Its most effective presentation is in a
1944 book by the libertarian economist Friedrich Hayek, also an
Austrian. Frightened by the massive use of planning to support
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the military effort of a champion of the liberal economy like the
United Kingdom, which had become his new home, Hayek
warned the British that they were setting out on the “road to
serfdom.”®” He argued that a nation does not have to be morally
corrupt to become like Germany. The step from planning to to-
talitarianism is shorter than one may think, as the suppression
of the market sooner or later leads to the destruction of freedom.
The UK still had time to reverse the course, but it had to act
quickly. It is evident that, to sustain such a strong thesis, one must
see in the market more than an allocation mechanism. Indeed,
for Hayek the market is the regulatory principle of society. It is
the origin and guarantor of its moral law. To prevent pragmatic
objections, he paid particular attention to disproving the view
that technological progress made embracing planning an inevi-
table choice. Market competition within a rational framework of
rules, he explained, remained the most efficient way to organize
even a very advanced economy. The greater the economy’s com-
plexity, the less able the planner is to manage the information
required.

In 1947 the question of freedom in a planned economy was
taken up by Karl Polanyi in his essay “Our Obsolete Market Men-
tality.” To Hayek’s view that, as freedoms are the product of the
market economy, they are destined to evaporate with the disap-
pearance of the market economy, he replied that this was not nec-
essarily the case. This was a hasty conclusion dictated by eco-
nomic determinism. Proof of this was that, during the war, the
United States and Great Britain had remained democracies even
in times of pervasive macroeconomic management. Nor was Po-
lanyi tender with the likes of Burnham, who to him cultivated
“the ideal of the Brave New World” of technocratic control over
society. He reiterated Orwell’s point that they confused their wish
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that “the whole of society should be more intimately adjusted to
the economic system” with an inevitable consequence of the on-
going economic changes.”® No, economic planning did not nec-
essarily have to go hand in hand with the managerialization of
society. Polanyi was convinced that there was room for freedom
and democracy in a complex society, and that their exercise would
be realized in the governmental steering of the economy. Of
course, the freedom he had in mind is not the condition of being
able to do whatever one wants according to one’s own financial
means. That was an outdated and unacceptable nineteenth-
century concept. Expanding freedoms meant to him putting as
many people as possible in the position to enjoy the material se-
curity afforded by economic progress. In this sense, as he put it,
“regulation and control can achieve freedom not only for the few,
but for all.”®®

In short, in the aftermath of World War II, Polanyi thought
that the time was ripe for putting an end to the anomaly that had
occurred with the birth of industrial capitalism a century earlier,
when machines had prevailed over human beings, labor had be-
come a commodity, and the economy had taken over the society
it was meant to serve. He was right in that he sensed that govern-
mental steering of the economy could also be done in a demo-
cratic context, as indeed happened in much of the Western world
in the second half of the twentieth century.



CHAPTER THREE

Hopes Betrayed

HE TWO DECADES THAT FOLLOWED the end of the

Second World War were a period of unprecedented social

peace and prosperity. Keynesian full employment policies
seemed to have indefinitely averted the risk of new crises. Capi-
talism no longer looked threatening, for it was thought to have
been finally secured and tamed. It could now coexist harmoni-
ously with the working class and even improve its standard of
living. This change in perspective was closely associated with
the triumph of social democracy, which promoted the historic
compromise between capital and labor. From Scandinavia to
Britain social democratic architects, wielding the gospel of en-
lightenment, set out to build the good society as a realistic, ra-
tional utopia. Even the United States, always reluctant to wage
war on inequality, saw in the 1960s an expansion of social wel-
fare programs.
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In this context, speculating about the end of capitalism was
seen at best to be a wasted effort, at worst a pathetic pastime. As
Gunnar Myrdal, one of the masterminds behind the welfare state,
explained, the appeal of the revolution had waned the moment
governments had put in place “coordinated public policies of
such . .. far-reaching consequence that they could gradually bring
the economy of a country to function in accordance with the ma-
jority interests of all. .. citizens.” Marx’s fundamental limita-
tions lay in his determinism, which prevented him from under-
standing the potentialities of economic planning. Just as classical
liberal thinkers were prisoners of an obsession with natural order,
Marx was stuck in a teleological vision of historical development,
one burdened with “metaphysical preconceptions.” By contrast,
planning was “an exercise in a non-deterministic conception of
history.” Its success showed that, within the constraints of existing
conditions and forces, humans could “change reality according
to [their] design.” As such, it disproved the existence of ineluc-
table laws of motion of capitalism.!

Yet, even in the midst of this idyll, the social optimists’
camp was crossed by critical currents. These highlighted the
central mechanism through which capitalism ensured its own
survival—the manipulation of society to induce new needs. The
most famous statement of this thesis is perhaps that of economist
John Kenneth Galbraith. In The Affluent Society, he referred to
the “machinery for consumer-demand creation” of marketing
and advertising.? The specter of overproduction, once a leitmotiv
of early Marxism, returned to haunt the West in an era of over-
whelming abundance, stirring the radical critique of Paul Sweezy
and the modern theorists of underconsumption. Nor did these
authors fail to notice that the increasing reliance of income
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redistribution programs on economic growth was turning into a
dangerous dependency.’

So much for the more economic analysis. Meanwhile, the
Frankfurt School developed a broader philosophical critique of
late capitalist society. The central theme of this critique was that
capitalism, resting upon instrumental rationality, had made
human beings subservient to the needs of production. Once ends
were removed from individual conscience, human existence
began to revolve around the efficiency of means. Knowledge was
reduced to technique and truth to utility. But, since no one won-
dered any longer about meaning, any possibility of questioning
the system was precluded. The operation of the “culture industry”
was paradigmatic of the eclipse of modern reason. “The might of
industrial society,” Theodor Adorno and Max Horkheimer wrote
in Dialectic of Enlightenment, “is lodged in men’s minds. . . . The
culture industry as a whole has molded men as a type unfailingly
reproduced in every product.”* Based on the observation of
mass culture in interwar America, these reflections on the trans-
formation of art into business focused on the strategy by which
capitalism exerted its control over society, shaping the tastes and
behavior of its human material. The supposed democratization
of aesthetic experience and its diffusion in the media were in
fact forms of “mass deception” deeper than advertising. The
pseudo-art of Hollywood movies and popular music was aimed
at producing submissive and obedient consumers. And the new
media, such as cinema, radio, and later television, encouraged a
passive spectatorship. They served capitalism just as they had
served fascism.

If capitalism could count on such powerful means to reproduce
and perpetuate itself, it is understandable that critical theorists
were fundamentally skeptical about the possibility of breaking its
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chains. What for social optimists were reasons for hope became
for pessimists reasons for despair. Take, for example, economic
planning. It, too, had its dark side. As we saw in Chapter 2, Hork-
heimer was afraid that Nazi state capitalism might become a
model for future economic governance.” Twenty-five years later,
Herbert Marcuse once again put state power on trial for imple-
menting the “Welfare-Through-Warfare State,” which he regarded
as an equally oppressive regime.® Such a daring parallel pointed
to the ambiguous nature of state involvement in the economic life
of a democratic society. The apparent benevolence of the United
States toward its working class clashed with strong imperialist in-
stincts and concealed its complicity in the new forms of oppres-
sion exerted by organized capitalism. Even at home, while not al-
ways posing a direct threat to civil liberties, the state-capitalist
machine invariably hindered the self-realization of individuals
and the full expression of their personalities.

The new capitalist society was thus characterized as an “ad-
ministered society.” On this point, views both within and out-
side the Frankfurt School converged. In this society, class con-
flict was institutionalized and handled by the state through the
politics of industrial relations, that is, through legislation, the
unions, negotiations, compromises, collective bargaining, and so
on. Just like a football match, everything was done according to
the rules of fair play. But, besides undermining Marx’s predic-
tions, did this not make obsolete the very same category of ex-
ploitation? Two answers to this question were possible. Some
social thinkers, such as Ralf Dahrendorf, responded in the affir-
mative. Marxian theory had remained stuck in the nineteenth
century, while capitalism had changed. What defined capitalism
was not a given structure of property relations but rather its dis-
tinctive relations of authority. Therefore, Dahrendorf referred to
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the industrial society of the 1950s as a “postcapitalist society” in
which owners of the means of production had lost “factual con-
trol” over them.” Prophets of doom could lay down their pens and
revolutionaries their flags.

But others were coming to the opposite conclusion. The antag-
onistic nature of capitalism had by no means disappeared. The
contradictions and instability of the system were merely operating
at a different level. They no longer affected the relation between
capital and labor (which, at least in Europe, had ceased to be a
relation between private individuals). The conflict was now within
the state, the “capitalist state.” However, it took time before this
awareness was reached. Three major events had to occur. These
were the social protests of the late 1960s, the slowdown of growth,
and the energy crisis of the 1970s. Such events took place over the
course of just a few years but, like sparks from a raging fire,
charred the roots of postwar optimism.

The late 1960s marked everywhere the return and exacerbation
of class conflict. This not only manifested itself in factories, where
strikes multiplied, but also entered the campus. Beginning with
a sit-in at Berkeley in September 1964, between 1966 and 1967 the
student movement landed in Europe. Campus demonstrations in
Berlin and Nanterre overlapped with a wave of wildcat strikes in
French factories. In the winter and spring of 1968, the movement
spread to the US East Coast and Italy. Protests culminated in the
May events in France, leading to the dissolution of the National
Assembly and to the calling of a snap election. Tensions occasion-
ally escalated into open violence. Sociologist Alain Touraine,
who produced a real-time analysis of the protests, observed that
the May 1968 rupture was not a revolution or an attempt to seize
power. “Still, it has destroyed the illusion of a society reconciled
with itself thanks to growth and prosperity. It has replaced the
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pipe dream of a common good and social rationality with the
reality of social contradictions and struggles. It has reinvented . . .
class struggle.”® From Berkeley to Berlin, from Paris to Rome, stu-
dents were struggling against mass consumerism, the commer-
cialization of human relationships, the commodification of sex-
uality. The capitalist system was blamed for creating disparities
in the world between centers and peripheries. The contingent
motivations behind the protests could well vary or be nation-
specific. Thus, American students sympathized with the people
of Vietnam, which they saw as resisting the imperialism of the
US government. French students rebelled against the archaic
forms of power embodied by Charles de Gaulle to cries of “Dix
ans, ¢a suffit!” (Ten years, that’s enough!). But, overall, 1968 rep-
resented a single transnational movement, unified by the common
goal of renewing society.

In the same years, economic growth gradually slowed down,
a phenomenon that became increasingly noticeable in the 1970s.
It is revealing how contemporary interpretations of dry economic
statistics, coming from a variety of ideological positions, reflected
epochal concerns, premonitions, and fears. The connection be-
tween growth and social conflict, and between growth and public
finances, is a typical case in point. For some, lower growth rates
were the product of increasingly conflictual industrial relations.
The workers’ claims for higher wages and more extended welfare
benefits had caused the inflationary push, eventually leading to
a deterioration in public finances. For others, the slowdown of
growth was totally independent of the political sphere. It had to
do with structural changes in the economy. The transition to the
postindustrial economy was bringing about lower productivity
gains compared to the postwar period, when massive supplies of
labor had flowed from agriculture into the secondary sector. With



116 FORETELLING THE END OF CAPITALISM

lower growth rates, both tax revenues and the margins for social
policy had diminished. Consequently, budget problems had
emerged on one side, and social tensions on the other. In hind-
sight, this latter interpretation appears more plausible. After all,
growth did not regain momentum even in the 1980s, when infla-
tion was over and public finances were subjected to the harsh cure
of austerity. This, of course, does not exclude the presence of feed-
back effects. To some extent, stagnation, inflation, social con-
flict, and fiscal crisis might have been, at the same time, each oth-
er’s cause and effect.’

Finally, anxiety about growth was intertwined with concerns
about resource scarcity brought about by the oil shocks of the
1970s. There is no doubt that the energy crisis contributed to
the recession and galloping inflation of those years, making
the problem substantially worse. Even if the causes of the shocks
were political—the Arab-Israeli War in 1973 and the Iranian
Revolution in 1979—these drew widespread attention to envi-
ronmental limits to growth. Intellectuals, politicians, and the
public suddenly realized what scientists already knew—that the
stock of energy sources and raw materials on the planet was de-
terminate. Sooner or later, even a hyper-technological society,
such as the one that had been shaped by the Industrial Revolu-
tions, would have to come to terms with a permanent scarcity of
goods. However, what was at stake was more than resigned adap-
tation to these inescapable constraints. The rise of an ecological
consciousness led many to wonder whether growth was sus-
tainable from another point of view—that of the health and
quality of life of human and nonhuman beings. Set aside the
enthusiasm for postwar affluence, certain habits so closely related
to the capitalist system—such as unrestrained consumption and
waste, pollution, and the destruction of nature—were no longer
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acceptable by-products of development. Hence, for Marcuse, as
the “domination of man” had been carried out “through the
domination of nature,” so the “liberation of man” should come

“through that of nature.”"

A New Economy, a New Society, a New Marx?

The postwar period was a hard time for Marxism. If the survival
of capitalism after the Great Depression was an uncomfortable
fact, its expansion during the Golden Age was simply embar-
rassing. For the more progressive wing, accounting for these de-
velopments entailed an effort to revise and, where necessary, cut
out the dead wood in Marx’s theory. By contrast, those on the or-
thodox side of the fence were struggling to show the compati-
bility between doctrine and reality. And once they glimpsed the
first signs of crisis, they hastened to celebrate the failure of
Keynesianism. A good example of this attitude is the voluminous
tome Marx and Keynes: The Limits of the Mixed Economy pro-
duced by Paul Mattick in 1969. The deception, he said, had finally
become apparent. The mixed economy was not the ideal middle
way, the much-dreamed-of intermediate mode of production be-
tween capitalism and socialism. Keynesianism was just capital-
ism’s unsteady crutch.!

But let us take a step back and focus on the moment—just a
few years earlier—when capitalism still appeared to be trium-
phant. In 1966, Paul Sweezy and Paul Baran maintained in
Monopoly Capital that the growth of monopoly had undermined
Marx’s law of the tendency of the profit rate to fall. Having man-
aged to impose prices and contain costs, the capitalism of giant
corporations was, to a large extent, safe against potential crises
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on the production side. What it had been unable to accomplish,
however, was to prevent the risk of underconsumption. Ricardo
and Marx had downplayed this problem of “surplus absorption,”
deeming it more likely that the system would fail to produce
enough surplus to maintain the accumulation. Neoclassical econ-
omists had seen no problem at all, firm in their belief in the ef-
ficiency of markets."”? But if a lesson could be learned from postwar
affluence, it was that the demand side had become the Achilles’
heel of capitalism. The tendency toward stagnation was only being
held in check by consumer-demand creation and by public and
military expenditure, leading to the so-called military-industrial
complex.'?

In this respect, the neo-Marxist analysis of Sweezy and Baran
substantially concurred with that of a maverick liberal such as
Galbraith. Differences lay in the prognosis. In the final chapter
of The New Industrial State (1967), devoted to the future, the issue
of convergence between capitalism and socialism came back once
again. Corporatization and planning were interpreted as the in-
evitable consequence of relentless technological change, a force
that was also at work in the Soviet Union. Convergence, however,
was no longer regarded with apprehension, but hailed as “an ex-
ceedingly fortunate thing.” As Galbraith put it: “Those who speak
for the unbridgeable gulf that divides the free world from the
communist world and free enterprise from communism are pro-
tected by an . .. ecclesiastical faith that whatever the evolution of
free enterprise may be, it cannot conceivably come to resemble
socialism. But these positions can survive the evidence only for
a time. Only the most committed ideologist or the most fervent
propagandist can stand firm against the feeling that an increasing

number of people regard him as obsolete.”*
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Galbraith’s optimism was fed by the hope that, once conver-
gence had been reached, the two blocs would give up the arms
race and embrace peaceful coexistence. This is hardly surprising
in the light of his biography. An unconventional academic,
Galbraith served as John F. Kennedy’s adviser and ambassador
to India. He was close enough to the establishment to walk the
fine line between provocation and prudence. Sweezy and Baran,
on the other hand, were the antithesis of diplomacy. The per-
spective from which they described capitalism was always that
of radical critique. Not only did they see no room for a sponta-
neous transition to socialism; they stubbornly continued to be-
lieve in revolution. Even so, they were aware that revolution
would be unlikely to originate in the West, as its potential actors
had been swallowed up in the logic of capitalism. “Industrial
workers,” they wrote, besides making up a minority of the work-
force, “have to a large extent been integrated into the system as
consumers and ideologically conditioned members of the so-
ciety.” The “special victims” of the system were clearly the un-
employed and unemployable, the school dropouts, the indigent
elderly, the inhabitants of urban ghettos—but they were too het-
erogeneous a group to develop a class consciousness.

It was far more likely that the revolution would begin in the
southern periphery generated by the expansion of the capitalist
world system. Sweezy and Baran welcomed the “historic victories”
achieved, since the 1940s, by revolutionary peoples in Vietnam,
China, Korea, Cuba, and Algeria.'® They envisaged that this front
would expand, forcing the United States to engage in a wide-
ranging counterrevolutionary effort that would be unsustain-
able in the long term. Economic costs were not the only issue, of
course. How long, Sweezy and Baran wondered, would soldiers
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and their families endure the physical and mental suffering caused
by never-ending bloodshed? It was just a matter of time and
American society, too, would realize the irrationality of such an
“evil and destructive system which maims, oppresses, and dis-
honors those who live under it.” Yet, they warned, “This will not
happen in five years or ten, perhaps not in the present century:
few great historical dramas run their course in so short a time.”"”

A refutation of the thesis that monopoly capitalism escaped
the tendency of the rate of profit to fall was provided in Ernest
Mandel’s book Late Capitalism. For some time, he argued, tech-
nological rents might allow monopolies to enjoy superprofits,
but these could not last forever. In the long run, the profit rate
in monopoly sectors had to adjust to equate that of competitive
sectors due the operation of competition between capitals.!®
Marx’s intuition remained valid. Its fulfillment had been delayed
by transient factors, but a new crisis was already in sight. Postwar
capitalism, Mandel explained, could benefit from a mix of favor-
able circumstances—partly dependent on reconstruction, partly
on the industrialization of latecomer countries—which made
possible the re-creation of a reserve army of labor. An oversupply
of labor, in turn, resulted in a higher rate of exploitation. The
increase in real wages was inferior to that of productivity, while
the growth in capital intensity (Marx’s “organic composition”)
did not compress profits. These favorable circumstances, however,
ceased during the 1960s. As the labor supply shrank, the ratio of
wages to productivity was reversed and the rate of surplus value
began to decline. Hence, the rate of profit started to fall again.
Capitalists were reacting to these changes by denying workers the
concessions they had made in the decades of prosperity. At the
same time, they were turning to Third World markets in search
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of new outlets for their products. The conjuncture, in sum, was
one in which growing social conflict in rich countries coexisted
with new forms of imperialism.

This recent phase of capitalist development demanded a revi-
sion of sociological categories. “A new type of society,” wrote
Alain Touraine in 1969, “is now being formed.”" In this society
the exploitation of workers in the factories was not the exclusive
source of accumulation and power. The latter increasingly de-
pended on the ability to control the great organizations pre-
siding over production and consumption. Scientific knowledge
was key to this ability. The new society was a “programmed so-
ciety,” managed by a technocratic élite aiming at its own perpet-
uation. Its advent—along with the term “postindustrial society,”
which came to identify it—had already been prefigured by Daniel
Bell in the late 1950s. And, for about ten years, sociologists were
led to believe that the centrality of science would leave little room
for politics. The old idea of Henri de Saint-Simon and Thorstein
Veblen, that the rational and responsible conduct of a class of well-
trained engineers would ensure prosperity and social peace for
future generations, had found new sympathizers.?® That is, until
the flames of revolt flared up in the center of the system—the
university.

For Touraine, even in the knowledge society, the production
of goods continued to play a significant role, and industrial rela-
tions were not going to be peaceful. But conflict would manifest
itself primarily in the realm of knowledge. “Politics,” he observed,
“has made its way into the university because knowledge is a
production factor.”* Knowledge was no longer pursued for its
own sake but caught up in the capitalist machine and valued
only for its contribution to the value chain. The university was
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under attack because, either consciously or not, it was complicit
with the ruling class. The social sciences were becoming tools in
the hands of technocratic power. The results of academic research
in applied fields such as organizational theory, marketing, and
decision science were being employed to rationalize and subju-
gate society.??

While the movement of 1968 revealed that ideologies and so-
cial conflicts had not disappeared in the postindustrial age, at the
same time it showed that class struggle could be directed not only
against capitalist ownership and the private appropriation of
profit. Of course, the call for workers’ self-management was a re-
sponse to the technocratic organization of work. Yet, Touraine
stressed how class struggle was also emerging in contexts such
as urban life, the use of resources, and education, all of which
were outside of the productive sphere. Hence the protesters’ ral-
lying cries in defense of the power to decide and the right to set
oneself free from conditioning and manipulation. Social exclu-
sion needed to be tackled through participation. Restricted ac-
cess to higher education, serving the self-selection of élites and
the perpetuation of privilege, had to be replaced by universal and
continuous education. The cult of “useful knowledge” had to give
way to the self-understanding of society as a vehicle of liberation.

Touraine warned against seeing the movement as a force ex-
ternal to capitalist society, for it was neither nostalgic nor
backward-looking. It did not preach the return to precapitalist
forms of organization. The movement channeled instead the new
contradictions generated by the penetration of capitalism into
noneconomic spheres of life. It challenged capitalism’s grip on
habits, family life and its roles, the environment, and even on
tastes and frames of mind. It was “society as a whole, and man in
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all aspects of his life,” who were “engaged in a global process of

change.”?

The Narrow Road to Liberation

Among the masters of this counterculture, it is difficult to think
of a more influential intellectual than Herbert Marcuse. In One-
Dimensional Man, published in 1964, he presented his famous
view of advanced industrial society as a totalitarian society.?* It
was such not because it was ruled by a police state but because it
was organized around the manipulation of needs by vested in-
terests equipped with powerful technical means.

The capitalist apparatus exerted its control over work time as
well as over free time. The values associated with mass produc-
tion and distribution were no longer “introjected”—which would
have supposed a minimum autonomy of the subject from the su-
perimposed model—but assimilated through a process of “mi-
mesis.” As Marcuse put it, “The people recognize themselves in
their commodities; they find their soul in their automobile, hi-fi
set, split-level home, kitchen equipment.”* A large part of the
needs generated by capitalism were “false needs,” that is, artifi-
cial needs functional to “repression,” or the perpetuation of “toil,
aggressiveness, misery, and injustice.”® The need to have fun and
the urge to conform one’s behavior to the behavior of others and
to the manufactured reality of commercials were typical exam-
ples of these false needs.

There was no contradiction between such an oppressive system
and the democratic, liberal character of political institutions. To
make sense of this paradox, Marcuse resorted to the concept of
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“repressive tolerance.” It was a model of social control that al-
lowed for dissent as long as this did not seriously threaten the
interests of the system. At the same time, it made possible the
worst practices of manipulation and subjugation of individual
conscience.” In this way, a totalitarian system of production
and distribution could coexist with a political system based on
countervailing powers, party competition, and freedom of the
press and speech. Once institutionalized, bourgeois rights and
freedoms, which had been so important in the early phases of
industrial society, lost their content. Democracy became pure
form.

Given these premises, the prospects for revolution were dismal.
For sure, the proletariat could not be thought of as a potential rev-
olutionary actor. The proletariat of the early 1960s was quite dif-
ferent from that of Marx’s time. Satisfied in its material needs, ad-
dicted to capitalist values, appeased by the welfare state, it was
instead keen to accept its condition (perhaps with gratitude).
Like Sweezy and Baran, Marcuse could put hope only in the
subproletariat—“the substratum of the outcasts and outsiders, the
exploited and persecuted of other races and other colors,” and
those rejected by the labor market. The life of these marginals was
conditioned by capitalism even if they were excluded from the
capitalist process, from its rules as well as from its rewards. Al-
though standing with these hopeless people and helping them de-
velop a revolutionary consciousness, Critical Theory could not
make predictions about the outcome of their struggle: “holding
no promise and showing no success, it remains negative.”

Toward the end of the decade, Marcuse’s pessimism gradually
subsided. The evolution of the civil rights movement, the oppo-
sition to the Vietnam War, the student protests culminating in
the insurgence of 1968, and the liberation struggles in Latin Amer-
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ica enabled him to foresee concrete opportunities for human-
kind to master its own destiny. In the last phase of his life, his
main concern became to devise a strategy for liberation. He re-
mained convinced that students, intellectuals, and minorities of
the affluent West, to insure themselves against failure, had to join
forces with the oppressed humanity of the Third World. He did,
however, make two important qualifications.

In the first place, it was clear to him that the peace-and-love
slogans of the hippie movement were far from being a credible
response. The revolution needed organization and coordination,
“counterinstitutions” and “counter-cadres”—in a word, “ratio-
nality.” Revolutionaries needed to be prepared to come to terms
with the system and fight it from within. Second, marginals were
no longer the only discontented of capitalism. While Marx’s
dictum that “capitalism produces its own gravediggers” main-
tained its validity, Marcuse noted that the faces of such grave-
diggers “may be very different from those of the wretched of the
earth.”? He was referring to the advent of the new society that
Touraine spoke about. And he noted how, in turning the whole
society into “a huge army of salaried employees,” capitalism was
also “extend[ing] the potential mass base for revolution.”** Knowl-
edge workers, including researchers, engineers, and cadres, were
the new proletariat. These “formerly independent middle classes,”
now turned into “direct servants of capital,” were satisfied in all
their material needs, yet remained unhappy. It was as if they did
not resign themselves to the new role capitalism was imposing on
them. They did not accept having to give up the freedom to use
their intelligence, which was becoming a tool for the creation of
surplus value. These alienated people were experiencing tran-
scending needs that could not “be satisfied without abolishing

the capitalist mode of production.”
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From this perspective, the transition to socialism ceased to be
conceived as a quantitative change, that is, as the extension to the
whole society of the possibility to satisfy one’s basic needs through
a more equitable distribution of resources, or to expand the range
of material needs that could be satisfied. The new concept of so-
cialist revolution was rather a qualitative leap that was to mark
“the rupture with this universe.” The revolution, Marcuse wrote,

involves a radical transformation of the needs and aspira-
tions themselves, cultural as well as material; of conscious-
ness and sensibility; of the work process as well as leisure.
This transformation appears in the fight against the frag-
mentation of work, the necessity and productivity of stupid
performances and stupid merchandise, against the acquis-
itive bourgeois individual, against servitude in the guise
of technology, deprivation in the guise of the good life,
against pollution as a way of life. Moral and aesthetic needs
become basic, vital needs and drive toward new relation-
ships between the sexes, between the generations, between
men and women and nature. Freedom is understood as
rooted in the fulfillment of these needs, which are sen-
suous, ethical, and rational in one.*

The New Left was entrusted with this political agenda. Since
the repression of aesthetic and moral needs was the main “vehicle
of domination” used by capitalism, and the aim of its “preven-
tive counterrevolution,” the New Left had to be, above all, a force
of spiritual liberation driven by ecological, aesthetic, and moral
concerns. As to timing, Marcuse harbored no illusions about a
rapid victory. The book ends with the prophecy that the revolu-
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tion “will be the concern of generations, and ‘the final crisis of

capitalism’ may take all but a century.”*

Cultural Contradictions

The very same phenomena observed by Marcuse were being seen
through different eyes by Daniel Bell, a cultural conservative. In
1970, while finalizing his definitive account of the postindustrial
society, he wrote a provocative piece for The Public Interest, the
magazine he ran with Irving Kristol. This became the centerpiece
of a collection of essays published six years later under the title
The Cultural Contradictions of Capitalism. In this collection, Bell
dealt with the threat posed to American capitalism by the spread
of social values stressing “unrestrained appetite.” As he explained,
“The contradictions I see in contemporary capitalism derive
from . .. the influence of the hedonism which has become the pre-
vailing value in our society.”**

Despite Bell’s claims about the complementarity of the two
books, and their near contemporaneity, one cannot help but no-
tice a striking change in tone. The Coming of Post-Industrial So-
ciety (1973) conveys an overall benign view of ongoing changes
and an optimistic outlook on the future. Its main theme was that
technology and the codification of theoretical knowledge, while
driving the expansion of the service economy, were altering so-
cial stratification for the better, paving the way for the rule of ex-
perts. To those who blamed Bell for having too naively envis-
aged a “harmonious process of economic growth, directed by a
‘knowledge elite,” he replied by pointing out the existence of
sectional conflicts within the intelligentsia and of potential
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frictions between the new scientific class and other social groups.
But Tom Bottomore was not far from truth when he wrote that
Bell did “not envisage any fundamental social conflict between
those who dominate society and those who are dominated.”®
Not that Bell was to change his mind on this point. Nowhere in
The Cultural Contradictions of Capitalism did he refer to conflict
in these terms. Nonetheless, the picture of capitalism emerging
from it is much less peaceful. The most obvious explanation for
this discontinuity comes from the fact that both books were a
long time in the making. As we saw, Bell began to develop his
ideas on the postindustrial society at the end of the 1950s, whereas
the earliest formulation of the cultural contradictions thesis came
one decade later. If the first book reflects the spirit of the Golden
Age, the latter somehow captures the new mood of the late 1960s
and early 1970s.

For Bell, both the origins of capitalism and those of its con-
tradictions lay in modernity. And the fundamental principle of
Western modernity was individualism. A “repudiation of insti-
tutions” occurred in the sixteenth century, as people ceased to
identify themselves primarily with their groups, guilds, and cities.
At the same time, the Reformation brought with it the triumph
of individual conscience. The instrumental rationality of the
bourgeois entrepreneur underlying wealth acquisition and social
mobility found its counterpart in widespread values that rewarded
thrift, frugality, and hard work. For some time, capitalist instincts
and their cultural foundations could coexist without getting in
each other’s way. They “had historically been joined to produce a
single character structure—that of the Puritan and of his
calling.”* But in the realm of culture, individualism gradually
came to signify the freedom of the independent artist, the freedom
from patrons and conventions, and rebellion against societal
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rules. Bell the moralist traced the intellectual history of this di-
vergence back to Lord Byron, and then forward through Baude-
laire and Nietzsche up to Andy Warhol (or even to Madonna and
Derrida, as in his 1996 afterword!). He wielded his powerful pen
against anything smacking of antibourgeois reaction, from Ro-
manticism to Pop Art to postmodernism—all converging in an
orgy of deviant thinking. However one looks at it, the end point
is the same: in the nineteenth century, the economic sphere and
the cultural sphere began to drift apart.

But for this cultural change to produce its effects, an indepen-
dent transformation in the socioeconomic sphere had to take
place. In fact, the degeneration of creative expression reinforced
a crisis of values intrinsic to capitalism. In this respect, the ur-
banization process that began in the United States during the
Gilded Age, and the transition to mass consumption that ensued,
were critical factors. Both changes were boosted by technological
revolutions. Putting an end to the America of small towns, ur-
banization destroyed the environment in which Calvinist virtues
had thrived. It was an environment characterized by strong so-
cial control, where people were careful not to spend too much,
and falling into debt was anathema to most, and where modesty
and sexual repression were the norm. It was the world that Na-
thaniel Hawthorne described already in the past tense in the
middle of the nineteenth century and of which Grant Wood took
a posthumous picture in 1930. It was the banality, reassuring or
disturbing depending on the point of view, of a couple with a
pitchfork.”

Along with the growth of big cities, “turbulent, cosmopol-
itan, and sinful,” the rising consumer society extolled “spending
and material possessions” over “thrift, frugality, self-control,
and impulse renunciation.” The application of technology to
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transportation and communications accelerated the process of
disintegration of the old values, as the automobile, the motion
picture, and the radio were creating an integrated space, both
physical and imaginative. With the emergence of mass con-
sumption in the 1920s, this process was complete. However, Bell
notes, the most destabilizing factor was the introduction of in-
stant credit. With installment selling first, and credit cards later,
one no longer had “to save in order to buy. . . . One could indulge
in instant gratification.”*® Consumers were being openly encour-
aged, by more and more seductive forms of advertising, to violate
the taboo of debt. Going into debt to make purchases was pre-
sented under a new, positive light. The word “debt” was seldom
mentioned, concealed as it was behind the phrase “buying on
credit.” The delayed gratification of the Calvinist was gone for-
ever. “The breakup of the traditional bourgeois value system,”
Bell concluded, “was brought about by the bourgeois economic
system—by the free market, to be precise. This is the source of
the contradiction of capitalism in American life.”*

But if the crisis of capitalist values had begun at least fifty years
before—being, indeed, one of the topoi of interwar sociological
discourse—why didn’t Bell pay attention to it until the end of the
1960s? For only around 1968 did it become so disturbing to him.
Now, at every street corner, Bell could see hippies, wife-swappers,
and other decadent products of a corrupt bourgeoisie, compul-
sive consumers of degenerate art, cannabis, and hallucinogens.
He felt that his worst intellectual nightmare was coming true: that
the infection of modernist decadence, once self-limiting, was
spreading to the point of undermining the whole fabric of society.
He shuddered at the realization that the once-marginal ideas of
“licensed ‘fools’” of society” such as André Breton (who, in the
1930s, wanted Paris’s Notre Dame turned into a sexual school for
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virgins) were percolating through the social strata. This is what
ultimately prompted him to announce the end of a civilization—
capitalist civilization.

From a theoretical point of view, the crisis of the belief system
sustaining capitalism remained unexplained. Bell did not go
much beyond providing what looks like an ad hoc explanation.
Echoing Talcott Parsons’s familiar pattern variables, he argued
that a “disjunction of realms” had intervened to separate the
techno-economic structure from the culture:

The former is ruled by an economic principle defined in
terms of efficiency and functional rationality. . . . The latter
is prodigal, promiscuous, dominated by an anti-rational,
anti-intellectual temper in which the self is taken as
the touchstone of cultural judgments. ... The character
structure inherited from the nineteenth century, with its
emphasis on self-discipline, delayed gratification, and
restraint, is still relevant to the demands of the techno-
economic structure; but it clashes sharply with the cul-
ture, where such bourgeois values have been completely
rejected—in part, paradoxically, because of the workings
of the capitalist economic system itself.*°

Not only did this weakening of the moral temper hinder capi-
talism’s ability to produce wealth. To Bell, it was also responsible
for the macroeconomic troubles of the 1970s. Economic growth
could not keep pace with the frenzied appetites of consumerism,
thus feeding the price-wage inflationary spiral.*!

Was there any way out of the crisis? Quite surprisingly, The
Cultural Contradictions of Capitalism concludes on a hopeful
note, with Bell’s invitation to seek refuge in the polity, the arena
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of social justice and power. The “public household” was presented
as the new cement that might hold society together. Within its
comforting walls, American civic culture would work as a sub-
stitute for the lost Protestant values. In practice, Bell was making
a plea for social liberalism: calling for more social welfare and, at
the same time, more self-restraint. If a way could be found to keep
immoral appetites at bay, he thought, the existing wealth would
suffice to give each one his or her own.

The Capitalist State: Political Strain and Fiscal Crisis

In the early 1970s, after Adorno and Horkheimer’s departure
from the scene, Frankfurt lost importance as a center for Crit-
ical Theory. The main theorist of the next generation, Jiirgen
Habermas, moved to a new abode on the shores of Lake Starn-
berg in Bavaria with a handful of younger scholars who shared
an interest in capitalist dynamics.*> Some of these thinkers de-
veloped ideas that were to have a significant public impact. Among
them was Claus Offe, a brilliant political scientist. In the fall of
1972 the group was joined by James O’Connor, an emerging voice
in American Marxist sociology. Between 1972 and 1973, their find-
ings were published, along with Habermas’s synthesis.*’

Like many other European writers at the turn of the decade,
Offe contested the earlier view that the antagonistic nature of cap-
italist development had been overcome. To say so, he argued,
was to confuse the evolutionary logic of capitalism with its con-
tingent manifestations.** Things like ownership structure, market
form, and degree of entrepreneurial freedom were contingent as-
pects that might vary without altering the nature of the system.
The essence of capitalism was still the contradiction between the
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social production of wealth and its private appropriation. Accu-
mulation continued to generate conflict. In sum, late capitalist so-
ciety remained a class society, though the composition of classes
was different from the past.*®

This premise was followed by an original thesis. Offe main-
tained that, unlike in Marx’s time, the troubles of late capitalism
did not come from frictions between productive forces and rela-
tions of production. Its stability was not threatened by any self-
destructive tendencies within this sphere. These tensions had
been overcome by means of “compensatory mechanisms” such
as market reorganization, institutionalization of technical pro-
gress, and government regulation.*® The reliance of capitalism
on these fixes meant that its existence intertwined with that of
the “capitalist state.” For this reason, it no longer made sense
for social theory to focus on the economic base; it had to turn
instead to the political superstructure.

The suppression of competition through monopolies and car-
tels eased the life of individual capitalist firms. The transforma-
tion of science and technology into productive forces benefited
the capitalist system as a whole, since innovation made possible
the valorization of capital on a continuous basis. Finally, public
spending on the military and bureaucracy pulled the economy
out of its recurrent crises, while the welfare state ensured mass
loyalty. But the achievements reported in these fields by no means
implied that the problems of capitalism had been solved forever.
Capitalism had bought itself time. Its survival now depended
on the endurance of these self-regulatory mechanisms of which
Critical Theory was to investigate the structural limits and in-
adequacies. What was needed was not a theory of capitalist
crises but a “theory of the limits of political and economic

f Qi »47
crisis management.
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At an even more abstract level, Offe showed how the main con-
tradiction in late capitalism was between the logic of capitalist
production, which anarchically pursued exchange value, or
profits, and that of state intervention. The latter rationalized cap-
italist activities through regulation and planning aimed at gen-
erating use value, or the satisfaction of needs. The stronger the
anarchic, acquisitive drive in the capitalist sphere, the more ex-
tensive had to be the state’s role in administration, planning, and
redistribution. As a result, the system was in unstable equilibrium
and always on the verge of crisis.

The existence of an increasingly large part of economic life that
escaped the logic of capitalist valorization—including welfare,
public infrastructure, and bureaucracy—was becoming unpop-
ular. This unproductive labor, which was neither a commodity
nor produced commodities, and which did not produce value
but consumed value, was “a continuous scandal and a source of
parasitic waste” in the eyes of capitalists.*® They did not realize
that it was also their life insurance, as commodified and non-
commodified sectors in the capitalist system were mutually de-
pendent. What was perfectly rational from the point of view of
the system eluded the understanding of its parts, that is, actual
capital owners.

There were, however, other social strata where discontent was
festering. In late capitalism, inequality did not correlate with one’s
role in the production process. Instead, it reflected the degree of
social protection enjoyed by different social groups. Hence, so-
cial conflict no longer ran along the divide between owners of the
means of production and the labor force. Its real axis was between
the groups who benefited from political mediation and the un-
derproletariat—a broad category that included marginals, minor-
ities, and all those who, “although excluded from wage labor as a
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form of socialization, are nonetheless subject to capitalist domi-
nation and represent potential rebels.”* Indeed, the protests of
the late 1960s were led by groups such as students, army re-
cruits, women, the unemployed, and welfare recipients. These,
Offe noted, were sections of society peripheral to production or,
more precisely, which represented the interface between capi-
talist production and political regulation.

A first consequence of the contradictions in the political su-
perstructure of the capitalist system was fiscal crisis, as pointed
out by James O’Connor in The Fiscal Crisis of the State. As to
methodology, O’Connor was a follower of both Marx and Schum-
peter, applying Marxian categories to a classical problem of fiscal
sociology. He started from the assumption that the capitalist state
had to fulfill two simultaneous functions—accumulation and
legitimation—and that these functions were contradictory.”® On
the one hand, the state had to promote the private accumulation
of the owners of capital because its power rested on the econo-
my’s ability to produce a taxable surplus. On the other, it had to
do it without penalizing other social classes, otherwise it would
lose the consent and the loyalty it also needed. State expenditures
had this double function. Some expenditures were primarily
aimed at fostering accumulation, by increasing labor productivity
and reducing production costs. This was the case with expendi-
tures in infrastructure and social insurance, for example. Other
kinds of expenditures were aimed at maintaining social peace,
such as welfare provisions for the poor and the unemployed.*

In monopoly capitalism, the expenditures feeding accumula-
tion were becoming more and more socialized. This had to do
with the structure of the system—specialization, interdepen-
dence, and innovation through research and development all
required extensive state support. But injections of public money
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did not alter the exploitative nature of capitalism, which con-
tinued to generate unemployment and poverty. Such wounds in-
flicted on the social fabric needed to be compensated with expen-
ditures to maintain mass loyalty. In this way, the state’s financial
resources were being pulled in opposite directions. Moreover, the
socialization of costs was not accompanied by a socialization of
profits and, more generally, of surplus. Surplus continued to be
privately appropriated. Above and beyond any effects of slower
economic growth, this original contradiction of capitalism was
blamed for the fiscal crisis of the 1970s. The crisis manifested it-
self in the tendency of state expenditures to grow more rapidly
than the means of financing them, generating a “structural gap.”>

As is clear, O’Connor’s perspective shows many points of con-
tact with Offe’s, even if it is based on empirical evidence from the
United States. While Offe’s work highlights the distributional
problems of late capitalism, arising from the state’s inability to
solve the clash of interest between different social groups,
O’Connor’s analysis addresses the complementary issue of overall
financial sustainability.

Legitimation Crisis

The political contradictions of the 1970s suggested that the capi-
talist state not only had a problem of sustainability but also an
equally serious one of legitimation. This problem was addressed
by Jiirgen Habermas in Legitimation Crisis. Neither the concept
of legitimation nor the awareness of its potential for crisis was
new. In the nineteenth century, the justification of profit as a re-
ward for the entrepreneurial effort of the owner of capital was it-
self a form of legitimation. Not by chance, Marx and Engels saw
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the joint-stock company and the worker cooperative as innova-
tions that would destabilize capitalism because they were eroding
the premise upon which legitimation rested. By breaking the
link between ownership and management of the firm, capital
was creating, they thought, the conditions for its future social
expropriation.>

In late capitalism, by contrast, the problem of legitimation con-
cerned the relation between the state and its citizens. This con-
cept of political legitimation can be traced back to Max Weber,
who in Economy and Society developed the theory of the legiti-
mation of authority. Habermas explicitly drew on Weber’s con-
cept.”* As with Bell, he also drew on Parsons’s systems analysis
(as adapted by Niklas Luhmann) to produce a theory of systemic
crisis. This was somewhat ironic: structural functionalism, once
a paean to the stability of the postwar period, was being turned
into a template for interpreting its implosion. The reassuring
image of a social world constantly tending toward equilibrium
was falling apart, while social science struggled to find a new lan-
guage to express doubt and skepticism.

Habermas distinguished, in late capitalist society, four systems:
an economic system, an administrative system, a legitimation
system, and a sociocultural system. The economic system was
based on three sectors, one public and two private. The public
sector was made up of state-owned enterprises and firms highly
dependent on government contracts. They did not invest money
according to a market logic. A large part of the private economy
was monopolistic and not too different, in its logic of operation,
from the public sector. However, a residual competitive niche still
survived, and it was characterized by higher labor intensity, lower
unionization, and lower wages. The private monopolistic sector
was the most efficient of the three, as it was highly rational and



138 FORETELLING THE END OF CAPITALISM

capable of rapid advances in production, while the competitive
sector was the weakest.

Late capitalism needed to keep the production of goods above
a certain level to satisfy the needs that it had itself created. Fol-
lowing Mandel, Habermas argued that the state (or the adminis-
trative system) pursued “the continuation of the politics of cap-
ital by other means.”> Thus, it steered the economy to the desired
levels of output and employment and used trade policy to enhance
national competitiveness. It promoted unproductive government
spending in armaments and space exploration; channeled capital
into sectors that were neglected by the market; and improved the
infrastructure for transportation, education, health, recreation,
housing, and research. Furthermore, the state enhanced labor
productivity through professional training and retraining. Fi-
nally, it bore the social costs of private production, by supplying
unemployment benefits and general welfare services, and by re-
pairing environmental damage. This is how the economy was “re-
coupled” to politics, and the relations of production repoliti-
cized. The compromise between labor unions and employers’
organizations resulted in a quasi-political wage structure, with
wages that did not necessarily reflect the actual conditions of the
labor market. The price for this externalization of class conflict
was inflation and the redistribution of income to the detriment
of nonunionized workers.

To perform its enormous tasks, the state needed a strong man-
date. Here is where political legitimation comes into play. Civil
and political rights, starting with the right to vote, could clearly
not be dismissed. Citizens, moreover, wanted to have a say on is-
sues that were perceived as highly controversial. After the crum-
bling of the bourgeois theory of justice, the idea that the market
mechanism, with its efficient impartiality, ensured a just exchange
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between capitalists and wage workers was no longer tenable. The
process of legitimation was, however, a risky business for the cap-
italist state. Citizens could easily become aware of the contradic-
tion between the administrative socialization of production and
what continued to be a private appropriation of surplus value. The
state sought, in fact, to protect itself from this risk by disentan-
gling as much as possible the administrative system from the rope
of legitimation. This meant turning political decisions into tech-
nical decisions based on instrumental rationality alone. This tech-
nocratic drift went hand in hand with manipulation of public
opinion. To divert citizens’ attention from the decision-making
process, civil, familial, and vocational privatism was encouraged.
Citizens were discouraged from political participation and in-
vited to refocus on career, consumption, and leisure.

The crisis could break out anywhere in the social system. But
whatever its starting point, it would follow a well-defined path.
Since late capitalism had repoliticized the relations of production,
at the economic level the crisis would take the form of a crisis of
public finances, with permanent inflation and growing dispari-
ties between public poverty and private wealth. The state would
be unable to counter this tendency while leaving unaddressed the
underlying power asymmetry between capital and wage labor. A
rationality crisis could, on the other hand, occur if the adminis-
trative system fell short of providing an adequate level of eco-
nomic management. This was not an unlikely scenario. In late
capitalism, the importance of public policies (such as economic
planning) in ensuring the valorization of capital had grown, but
the hostility of individual capitalists to this perceived interference
in entrepreneurial freedom had also grown.

In turn, the legitimation system, and the sociocultural system
from which it drew motivation, might fail to preserve a sufficient
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level of mass loyalty to enable the administrative system to work
effectively. Habermas, too, insisted that capitalism had eroded the
traditional, or even precapitalist, cultural stratum in which it was
embedded. As a result, many aspects of bourgeois ideology were
now being questioned. The Protestant work ethic, the discipline
of self-restraint, the renunciation of immediate gratification once
typical of the middle classes were on the wane, and so too were
the obedience and fatalism of the lower classes. These were once
powerful forces restraining consumption, limiting political
claims, and ensuring stability. At the same time, the surviving
bourgeois values, such as the positivist faith in science and the
belief in universal rights, represented a dysfunctional normative
framework. They were fueling exorbitant claims for benefits that
could hardly be met, and fomenting the new, immaterial needs
of the counterculture. As Marcuse had put it in Counterrevolu-
tion and Revolt, “Capitalism cannot satisfy the needs which it
creates.”>®

Would the technocratic and manipulative grip of the state be
strong enough to prevent a motivational crisis in the cultural
realm and, thus, the legitimation crisis that the latter was to
trigger? Habermas believed that capitalism would eventually fall
victim to its contradictory pulsions, and to the inconsistent ele-
ments it was forced to incorporate to survive. Its fate would be
one of cumulative self-impairment.

Environmental Crisis
There was one last group of threats that loomed large in public

consciousness. These threats were seen as able to undermine cap-
italism despite being external, or at least not intrinsic, to the
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capitalist system as such. Habermas pointed out two of them: dis-
turbance of the ecological balance and a possible crisis in inter-
national relations escalating into nuclear catastrophe.”” The suc-
cessful book of the Princeton law scholar Richard Falk, This
Endangered Planet, offers a good summary of the gloomy premo-
nitions that characterized the 1970s. Lumping together environ-
mental risk and nuclear danger into a single big threat, and skep-
tical about the ability of nation-states to cope with it, he warned
that the twenty-first century could easily become the “era of an-
nihilation.”*® He could only hope that the awareness of danger
would prompt a radical U-turn informed by a new ideology of
“ecological humanism.”

Falk’s conclusion was, of course, based on an extreme extrap-
olation of existing tendencies. Many observers agreed that an es-
calation of conflict leading to mass destruction was a possibility,
as mankind seemed to have lost any control over technological
development, but only a minority thought it a likely one, at least
in the medium term. The actual damage caused by two centuries
of industrial growth was of much greater concern to the public.
Since the nineteenth century, ruthless exploitation of the natural
environment had gone hand in hand with pollution and resource
depletion. Much further from the media spotlight, evidence about
climate change also began to emerge, with Science publishing an
article on “global warming” as early as 1975.%° These justified con-
cerns added to the “population bomb” hysteria of the 1960s.
Worries about the global effects of the demographic transition
that was under way in Southeast Asia and other parts of the Third
World persisted in the new decade.®!

In 1972, the issue of the sustainability of the energy-intensive
growth path taken by the West was brought to the forefront by
the Club of Rome report The Limits to Growth.®* This prompted
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similar initiatives in several countries, including one by a group
of British scientists chaired by Edward Goldsmith and Robert
Allen, who openly advocated deindustrialization. Their Blueprint
for Survival, which appeared in a small academic journal in ad-
vance of the 1972 UN Conference on the Human Environment
in Stockholm, was in such high demand that Penguin decided to
publish a paperback edition later that year.®®

The Club of Rome was an international association of scien-
tists, civil servants, industrialists, and other technocratic opinion-
makers interested in environmental issues. They commissioned
a team of MIT systems scientists to carry out a study into the
future of the human ecosystem. Applying computer simulation
techniques, the team built a mathematical model with five inter-
acting variables: world population, food production, industrial-
ization, pollution, and resource depletion. These variables were
supposed to grow exponentially, while technology would progress
at a slower pace. The prediction was, to some extent, open, as the
simulation produced a few alternative scenarios, incorporating
the effects of different human responses. But the model showed
that, in the absence of countering strategies, economic growth
would come to a halt at some point in the twenty-first century,
followed by a dramatic fall in population and industrial activity.

The lasting fame of the report, which was translated into a
number of languages and widely debated and criticized, is partly
independent of its academic merits. In October 1973, only a few
months after its publication, the first oil shock hit the developed
world, with its burden of gasoline rationing and Sunday driving
bans. Public opinion, especially that part of the public that was
most attentive to environmental issues, interpreted these events
as sinister premonitions of what was to come. The unfolding
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drama exposed the fragility of modern society, whose daily func-
tioning had come to depend so much on finite resources.

Was capitalism equipped to cope with future environmental
challenges? (The same question could, of course, be asked about
socialism.) It took someone like Robert Heilbroner, an intellec-
tual first, an economist second, to try and answer it. In An In-
quiry into the Human Prospect (1974), he argued that environ-
mental constraints would exacerbate a twofold distributional
conflict: between rich countries and the Third World on one
hand, and within Western societies on the other. While devel-
oping countries, facing increasing population pressure, might
go so far as to use nuclear blackmail to obtain a more equitable
global distribution of resources, resource depletion in advanced
industrial societies would result in economic stagnation, thus ig-
niting class struggle.®*

The most interesting aspect of Heilbroner’s analysis concerns
capitalism’s internal tensions. How could capitalist institutions
survive, he wondered, in an economy that had ceased to expand?
Did not the prospect of a “stationary capitalism” represent a con-
tradiction in terms? Since the Industrial Revolution, economic
growth had served capitalism in three ways. It catered to the “an-
imal spirits” of the ruling class, always on the lookout for oppor-
tunities to make money. It sustained a level of employment and
demand compatible with capitalist reproduction. Finally, it kept
social tensions in check. While it was possible that the public hand
could make up for deficiencies in the first two realms, as had al-
ready happened during the Great Depression, addressing distri-
butional conflict in lean years appeared much more problematic.
In a stationary capitalism, the living standards of the lower and
middle classes could no longer be improved, or maintained,
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without jeopardizing the privileges of the ruling class. Conversely,
the satisfaction of capitalist appetites would leave large strata of
society empty-handed.

Seen in this light, the dilemma of capitalist stability was, first
and foremost, a political dilemma, but one that was beyond the
power of most democratic regimes to solve. Heilbroner thought
that only an exceptionally strong social democracy, rooted in a
culture of equality and compromise, might endure in such ad-
verse conditions. Scandinavia might be up to it. But what about
the majority of Western nations, where social harmony had been
a hard-won achievement even in prosperous times? They were in
danger of relapsing again into authoritarianism. Heilbroner’s
forecast was that some form of socialism would eventually appear
on the horizon although this would be neither revolutionary nor
democratic. It would instead be reactionary and dirigiste—
something akin to state socialist management of the economy
and society.®

This scenario was, however, far enough in the future not to
pose an immediate threat to the human race. The depletion of
resources had not yet progressed to a point of no return. Heil-
broner also stressed that there would be no such thing as a sin-
gle fate for capitalism. It was important to distinguish between
varieties of capitalism reflecting different models of political
governance.

The End of Revolution

The thinkers of the 1970s retreated from economics and turned
to culture and politics in search of hitches in the capitalist ma-
chine. Most of them agreed that capitalism was in a state of agony,
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which was likely to be irreversible, and some believed that a rev-
olution was near at hand. This perception had been strengthened
by the uprising of 1968. Marginalized groups and the new knowl-
edge proletariat were thought to have replaced the working class
as key revolutionary actors. But when was this forthcoming rev-
olution expected to unfold? While in the nineteenth century, and
still in the interwar period, the overturn of capitalism seemed to
be imminent, subsequent events suggested caution. After all, even
in the 1920s many bright people had awaited socialism, only to
see the rise of fascism. The survival of capitalism throughout the
twentieth century, overcoming momentous crises and atrocious
wars, was a warning against overoptimistic expectations. Even
the most fervent believers in the inevitability of its demise saw it
as a lengthy process that might take up to a century to complete.

Beyond this baseline, each diagnosis of the ailments of capi-
talism was influenced by value judgments as well as by the con-
text in which it was made. What some denounced as hedonism
and degeneracy were for others the healthy response of a fresh
generation of rebels to the tyranny of programmed society and
consumer-demand creation. The theory of the erosion of Protes-
tant values, albeit fascinating, could hardly be extended to ac-
count for the crisis of European capitalism, which only rested on
those values to a minimum degree. Similarly, the thesis of a le-
gitimation crisis of the capitalist state would lose some of its power
if applied to the United States, where social expectations of the
government, even at the height of its expansion, were modest
compared to Europe. Should one conclude that there were in fact
two capitalisms in crisis at the same time? Or was there only one
but with multiple foci?

Contextual factors also affected perceptions of the future. Bell
acknowledged that he was no less “pessimistic than Habermas
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about the long-run ability of capitalist society to maintain its vi-
tality as a moral and reward system for its citizens.” Yet, he could
still see room for hope: “The grounds for legitimacy,” he added,
“may rest in the values of political liberalism if it can be divorced
from bourgeois hedonism.”®® But this plea to the public household
was met with skepticism in Europe, where the household’s walls
were crumbling. Now the tendency was toward polarization of the
political space into belligerent camps. Not without a hint of irony,
Touraine commented, “Social democracy is at its sunset in Eu-
rope; maybe the time has come for its sunrise in America.” And
he pointed out “the distance ... between the proud idea of a
world-wide empire” cherished by the United States and Bell’s
“modest suggestion of a state managing the public household
through . . . compromises.”® Bourgeois democracy itself was
dismissed as an empty shell, or as a nineteenth-century leftover
whose hypocritical claims clashed with the substantive aspira-
tions of the counterculture.

These controversial issues were left unresolved. In fact, there
was no time to tackle them. In the early 1980s, the end of capi-
talism was no longer in sight, and the entire debate suddenly
seemed outdated. What had happened? Between 1976 and 1982,
conservative governments rose to power in many advanced in-
dustrial countries. If there was anything akin to a counterrevo-
lution, it came through the rise of the New Right in Britain and
the United States. The left was punished for failing to deliver on
its promises. Social democratic parties were in government during
the crisis and were shaken by the mounting social unrest. They
were held to account for the dramatic increase in unemployment
and the cost of living. Hopes in the emancipation of the southern
periphery had been dashed too. US intelligence had worked hard
to prevent the nonaligned countries from following not only the
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Cuban revolutionary example but also the road to democratic so-
cialism taken by Salvador Allende’s Chile, or even the nation-
alist path of Juan Perén’s Argentina. To this end, it had no qualms
about supporting the bloody projects of local reactionary forces.
By 1976, through one coup after another, almost all of Latin Amer-
ica was in the clutches of military dictatorship.

The last revolutionary spurt took place in France and failed
miserably. In 1981, President Francois Mitterrand came into of-
fice with ambitious plans to “break with capitalism.”®® Two years
later, after nationalizing some forty banks and five industrial con-
glomerates, he had come close enough to his goal. But at that
point, facing international isolation, he was forced to backtrack.
The franc was under intense speculative pressure, while capital
flight and the trade deficit were bleeding the economy dry. It be-
came clear that the only alternative to capitulation was autarky.
Social justice would come at the cost of making the French less
well off, but this was a price that no democratic leader could af-
ford to pay.

Around 1983 there was no sign that the revolutionary wave
originated in 1968 would continue. Eventually, even the inflation
fever that was plaguing capitalism broke. The counterrevolution
had won, or so it seemed, and the prophets of doom were once
again silenced.



CHAPTER FOUR

The End of History and
What Followed

HE IRREVERSIBLE CRISIS of socialist planning in the

1980s and the collapse of the Soviet bloc at the turn of the

1990s had a powerful effect on the imagination of Western
intellectuals. Some of them went so far as to claim that history
had ended. The reason, quite simply, was that capitalism had
proved to be more efficient, and therefore better, than other eco-
nomic systems, and democracy—which in these narratives was
presented as its natural complement—more desirable.

As for revolution, the ultimate means by which generations of
radical thinkers had imagined ridding themselves of capitalism,
it suddenly after the fall of the Berlin Wall appeared to be a thing
of the past. A revolution, of course, is not just a revolt, but an at-
tempt to replace a social order with a different one created in the
name of a universalist ideology. The organic intellectuals of the
American establishment cherished the conviction that, since
there were no longer any colonial rulers to defeat around the
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world, and since only a handful of dictatorships and neopatrimo-
nial regimes remained to overthrow, further revolutions were
unlikely. The spread of democracy and the market economy, the
expansion of the urbanized middle classes, and transnationalism
favored instead a peaceful convergence toward the liberal model.!

But one did not have to be a conservative to regard capitalism’s
disappearance as improbable. Even prospects for progressive re-
form had suffered a severe blow with the continuous defeats ex-
perienced by social democracy in the 1980s. The dominant way
of thinking was now neoliberalism, which is in fact an ideology
of stasis. Analyzed by Michel Foucault in its early days, it can be
defined as a doctrine and a technology whereby political power
is used to reengineer society according to market principles. Neo-
liberalism shares with classical liberalism the belief that the
market order is supremely desirable. But, unlike its predecessor,
it holds that such an order is not spontaneous but has to be en-
forced on society as well as heavily policed.? When progressive
forces recovered from their defeats in the late 1990s, they had
undergone a genetic mutation, converging substantially on a pro-
market consensus: this was the birth of the so-called Third Way.
As Daniel Rodgers observes, the trope of the market was not just
about the economy. It meant “something much more universal
and audacious. It stood for a way of thinking about society,” a
metaphor for the disaggregation of society’s “troubling collective
presence and demands into an array of consenting, voluntarily
acting individual pieces.”?

In the 1990s a catchphrase began to spread in leftist intellec-
tual circles, running like a ghost citation. The phrase, of which
there are several variants, goes like this: “It is easier to imagine
the end of the world than the end of capitalism.” It appeared in
Fredric Jameson’s The Seeds of Time (1994) and immediately
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bounced into Slavoj Zizek’s “The Spectre of Ideology.”* By 2003
it had become so epic that its probable author could refer to its
origin with the words “someone once said . . .”> Whatever its ge-
nealogy, that phrase captures well the hopeless condition of so-
cial critics in an age of pensée unique. The feelings it describes can
be traced back to the syndrome of “capitalist realism,” an expres-
sion indicating “the widespread sense that not only is capitalism
the only viable political and economic system, but also that it is
now impossible even to imagine a coherent alternative to it.”® This
resigned attitude took hold as corporate practices and rhetoric in-
filtrated all public and private spaces. Promoting the dictator-
ship of micromanagement and performance reviews in public
services, corporate thinking seized control of institutions, most
strikingly in education and health care, and even entered ev-
eryday life through apparently unrelated things such as cus-
tomer satisfaction and reality TV. It was difficult to find reasons
for hope even outside the Western world. What had until then
been the Third World, neither capitalist nor socialist, became for
all intents and purposes the southern appendix to the First World
known as the Global South. It paid for its financial dependence
on the North by being faithful to the rules of free trade and docile
in subscribing to the structural adjustment programs decided by
the IMF and the World Bank. As for Asia, the spirit of capitalism
had traveled swiftly east to pervade the Four Asian Tigers.
Every system produces its own mystification, and capitalism
is no exception. This is what Jameson suggested when interpreting
postmodernism as the superstructure or cultural logic of late cap-
italism. “Such theories,” he wrote, “have the obvious ideological
mission of demonstrating, to their own relief, that the new social
formation in question no longer obeys the laws of classical capi-
talism, namely, the primacy of industrial production and the
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omnipresence of class struggle.”” At a time when capitalism ap-
peared to have won, referring to it as an analytical category
seemed superfluous, and even a source of embarrassment. Only
its most zealous preachers and apologists (and its increasingly
rare critics) were not ashamed of mentioning it. For all the others,
it was a concept of dubious worth, sometimes even represented
as an invention of its old enemies. History was rewritten to dem-
onstrate the ubiquity, and therefore nonspecificity, of capitalism,
which made it the natural system, hindered in its historical de-
velopment only by temporary deviations.® Moreover, there was no
point in talking about it because, in a way, capitalism had already
overcome itself. Gone were the murky days of factory work. Post-
capitalism, as it was now called, summed up in itself all the ad-
vantages of the old system—dynamism, freedom of enterprise,
and so on—stripped of its drawbacks. It looked like a land of
Cockaigne, where everyone could gain and there would be no
losers.

The optimism of the 1990s about the fate of capitalism cannot
be explained only by the end of its historical enemy. On the in-
ternal front, too, there were reasons to rejoice. The threats to the
stability of Western economies, which ten years earlier had trou-
bled the sleep of many a policy-maker, seemed to have faded away.
The “Roaring Nineties” opened with the boom created by the
emergence of new technologies. It was the decade of the Internet,
of the proliferation of I'T companies, and of the expansion of con-
sumption in this sector, which gave rise to the myth of a “new
economy.” In fact, all glitter aside, growth proved short-lived and
shrank abruptly when the dot-com bubble burst in 2000. With it
the mirage vanished that start-ups could be created from nowhere
with the magic wand of venture capital—and the new market
began to be dominated by powerful monopolies. The warning
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signs were already there. In 1997 Lester Thurow noted the singular
coincidence that “the eternal verities of capitalism—growth, full
employment, financial stability, rising real wages—seem to be
vanishing just as the enemies of capitalism vanish.” Could it have
been that, left without competition from alternative systems,
capitalism was becoming ineflicient and socially conservative?
More plausibly, the growth of that decade masked problems that,
far from having been solved, were getting worse. With deregula-
tion and financialization, which accompanied the growth of the
“new economy,” the inequality gap widened, while mechanisms
traditionally aimed at containing the side effects of capitalist
profit-seeking, such as welfare, were being dismantled.'® But the
showdown was postponed by a few years. The growth of finance,
in fact, continued beyond the dot-com bubble, until the mid-
2000s. Speculation soon found a new object to focus on—the
real estate market. Being related to the basic human need for
shelter, this was fertile ground for plunder. The gigantic financial
infrastructure that had expanded in the absence of rules could
now live a life of its own, as though it were an end in itself. Only
when it became clear that Wall Street was totally disconnected
from the real economy did the house of cards collapse. This hap-
pened between 2007 and 2008. It was at that point that the
chickens came home to roost, and late capitalist society finally ap-
peared in its true colors: polarized and impoverished not only at
the bottom of the social ladder, but in its central body—the leg-
endary 99 percent that populated Main Street.

In the years following the financial crisis, while the world
economy struggled to recover from the most serious recession
since the 1930s, it became commonplace for mainstream media
on both sides of the Atlantic to proclaim that Marx was “back”
or “on the rise again.” So many newspaper articles had similar
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headlines that it is not even necessary to cite them individually.
Given these developments, Eric Hobsbawm, the doyen of radical
historians, felt that the time was ripe to republish his essays on
Marx and Marxism under the bold title How to Change the
World."! The common thread of this and other contemporary
works is that ideas that only a few years before seemed to have
been condemned by history were rehabilitated, as they could pro-
vide a blueprint for understanding the twenty-first century, and
could even affect its course. “In the end,” Hobsbawm noted,
“Marx was to make a somewhat unexpected return in a world in
which capitalism has been reminded that its own future is put
into question not by the threat of social revolution but by the very
nature of its untrammelled global operations.”* While the critics
of capitalism continued to have no viable alternatives to propose,
he went on, its supporters could no longer rule out “a disintegra-
tion, even a collapse, of the existing system.”"

Similar to what happened with earlier crises, the interpreta-
tion of the Great Recession as a harbinger of doom was not unan-
imous. Those who emphasized the cultural pervasiveness of
capitalism as a system capable of colonizing the unconscious,
controlling consciences and social imagery, remained plainly
skeptical about the possibility that it could be broken down by
economic causes. Capitalist realists did not fail to point out that,
even during this latest crisis, politics had intervened in support
of capitalism, most notably with the bank bailouts. It was un-
thinkable to let it destroy itself. For them, this was just another
example of its continuing logic, a logic that paradoxically was re-
inforced when the fiction of the omnipotence of the self-
regulating market was shaken.* What had collapsed, they
thought, was only faith in neoliberalism as the ideological shell
of capitalism. But the past showed that capitalism can live in other
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shells as well. What is more, if the propulsive force of neoliber-
alism seemed to be exhausted, it still persisted through inertia in
the absence of a new ideology to replace it.

But the most interesting fact of the past ten years, beyond the
different views on the prognosis of the diseases that afflict the pre-
sent system, is that the very concept of capitalism as a histori-
cally bound formation is back. And this is no small matter. As
literary theorist Terry Eagleton put it in Why Marx Was Right:

That crisis has at least meant that the word “capitalism,”
usually disguised under some such coy pseudonym as “the
modern age,” “industrialism” or “the West,” has become
current once more. You can tell that the capitalist system
is in trouble when people start talking about capitalism.
It indicates that the system has ceased to be as natural as
the air we breathe, and can be seen instead as the histori-
cally rather recent phenomenon that it is. Moreover, what-
ever was born can always die, which is why social systems
like to present themselves as immortal. Rather as a bout
of dengue fever makes you newly aware of your body, so a
form of social life can be perceived for what it is when it
begins to break down.”

Let us therefore try to reconstruct this history step by step.

The Premature Burial of History

In the summer of 1989 the conservative journal The National In-
terest published a piece by Francis Fukuyama, a political philos-
opher then little known outside the United States. Fukuyama had
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been a policy adviser in the Reagan and Bush administrations and
knew all the key people in the State Department. His thesis was
straightforward: capitalism and liberal democracy had won. They
had prevailed, or were about to prevail, everywhere. The thousand-
year-long evolution of economic systems and forms of govern-
ment was coming to a halt, having reached the maximum pos-
sible degree of perfection. And, since he believed both capitalism
and liberal democracy to be embedded in Western values, their
success proved that Western values had a superior, universal sig-
nificance.'® Rarely was any piece of writing more timely, as just a
few months after its publication the Berlin Wall was torn down.
Fukuyama was thus prompted to turn his short article into a
book, The End of History and the Last Man, which came out in
1992 amid international acclaim and criticism.”

The twentieth century had seen the fall, one after another, of
all the main rivals of liberal capitalism. First came the fall of fas-
cism, then the dissolution of the dream (or the nightmare) of bu-
reaucratic hybrids in the decades of the “end of ideology.” The
crisis of actually existing socialism was now unfolding, whose
symptoms were apparent well before the implosion of the Soviet
bloc and the regime change in Russia. The reforms undertaken
under Mikhail Gorbachev’s perestroika had been based on a
growing dissatisfaction with central planning, which was seen as
economically inefficient, and on the principle that the market
ought to be granted a greater role in resource allocation, invest-
ment decisions, and income distribution. On the other hand, the
demise of Maoism and the advent of Deng Xiaoping’s pragmatic
approach, starting with the decollectivization of agriculture, had
allowed for the slow penetration of bourgeois consumerism into
China. As it ceased to be a stronghold of Marxism-Leninism,
China could no longer function as a magnet for Third World
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countries. The virtuous example in the developing world was
rather being set by South Korea and ASEAN countries such as
Singapore, Malaysia, and Thailand, which seemed to have ob-
tained robust growth by applying free-market recipes. It was re-
ductive, Fukuyama insisted, to interpret this cascade of events as
“just the end of the Cold War, or the passing of a particular pe-
riod of postwar history.” It was “the end of history as such.”®
Fukuyama is an advocate of a directional philosophy of his-
tory, a conception according to which history has a sense of di-
rection that can be grasped by reason, and a goal to be achieved.
He defends this concept against most twentieth-century thinkers,
to whom he ascribes excessive pessimism. His main source of in-
spiration is Hegel, or at least the reading that Alexandre Kojeve
gave of Hegel."” Twice in his life Hegel became convinced that the
end of history had arrived: the first was when he saw “the world
spirit on horseback,” alias Napoleon, entering Jena in 1806; the
second was when the Prussian monarchy was restored and he
quickly forgot his youthful enthusiasm for the French Revolution.
In the Protestant state of Frederick William III, where he became
a kind of court philosopher, he now saw the regime as ensuring
the greatest possible degree of freedom for its subjects.?’ The Hegel
of Kojeve and Fukuyama is clearly the younger and not the older.
But as we have seen, even for Marx history tended toward an
end (in both senses), and this is not a random circumstance but
a necessary consequence of his having borrowed the dialectical
structure of Hegelian philosophy. So, by an irony of fate, Fuku-
yama has chosen for himself the same master as Marx. But the
similarities do not end there. Like his illustrious predecessors, Fu-
kuyama is convinced not only that history is an outcome-
oriented process; he is also convinced of the existence of a secret
engine, a mechanism with a capital M, that explains its unfolding.
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This engine, however, is neither the “spirit” that is embodied in a
succession of sociopolitical forms, nor the conflict between pro-
ductive forces and relations of production, but science, on the one
hand, and the desire for recognition that drives human beings,
on the other.

If the desire for recognition is at the root of the unstoppable
universalization of liberal democracy, scientific and technolog-
ical progress is the Mechanism that underlies economic conver-
gence. As long as it was a matter of competing in the fields of coal,
steel, and heavy industry, Fukuyama observed, planned econo-
mies were able to keep up with capitalist economies. But when
the transition to the postindustrial age took place, planning
proved to be an inadequate tool to manage the complexities of
knowledge-intensive economies. Technological innovation was
no longer key to only a few strategic sectors such as aerospace and
armaments. All sectors, down to the production of consumer
goods, were dependent on it. In socialist economies, Fukuyama
went on, there was no effective way of handling the amount of
information needed for innovation. In the absence of a system of
spontaneous price formation, no feedback could be offered on the
correctness of the decisions taken. There was also a lack of incen-
tives to innovate in the consumer goods sector and a more gen-
eral lack of work ethic. But fortunately, he concluded, the relent-
less force of progress was at work on both sides of the Iron Curtain,
as “the unfolding of technologically driven economic moderniza-
tion” was pushing all advanced countries “to accept the basic
terms of the universal capitalist economic culture.”*!

In some ways, this was a rehabilitation and adaptation of ideas
widespread in the 1960s under the label of modernization theory,
combined with other elements of the Western intellectual reper-
toire. Modernization theory predicted that, in the course of
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industrialization, societies would converge toward a single
model of economic and political development. In its most fa-
mous version—that of Walt Rostow—the powerful force that
pushed these societies to conform was the drive toward con-
sumption.”? He thought that communism was incompatible
with an advanced industrial society, and for this reason the in-
dustrialization of the Third World had to be encouraged. When
Rostow became national security adviser under Lyndon B.
Johnson, he strongly supported the Vietnam War on the grounds
that it would help buy time—the time Southeast Asia needed to
grow and be able to resist the fatal attraction of communism.
The thesis that capitalism fosters scientific and technological pro-
gress is most notably associated with sociologist Robert Merton,
who, following Weber, stressed Puritanism’s influence on both.?
Merton also believed that however science might coexist with
nondemocratic environments, its relationship with democracy
was not a casual one.?* The thesis that the higher the volume of
information needed, the more market anarchy outperformed
planning in the allocation of resources was put forward by
Ludwig von Mises as early as the 1920s and later became Fried-
rich Hayek’s leitmotiv.”> The argument that socialism caused a
loss of economic incentives had once been so commonplace as to
have no specific origin. As will be remembered, Mill was already
talking about it. It is interesting to observe how often dead ideas
can return to be in vogue in changed historical circumstances.
This suggests that it is the degree to which ideas appear to be
compatible with the reality of the moment, rather than any as-
sessment of their overall consistency, that makes them appear
plausible to us.

Fukuyama’s burial of history has proved premature, not only
for the reason normally given, namely, the upheavals caused by
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the attacks of 11 September 2001. Of course, the rise of Islamic
fundamentalism challenged his vision of the future as a perpetual
standstill. Once it was realized that there was a part of the world
not disposed to converge peacefully toward, but rather openly
hostile to, Western values, the rival vision of the “clash of civili-
zations” gained momentum. This controversial theory, associated
with Samuel Huntington, predicted that conflicts that during the
Cold War used to unfold along ideological fault lines would in
the future erupt along cultural fault lines.?® In the aftermath of
the attacks, Fukuyama defended his thesis by reducing what had
happened to the dying breath of “retrograde areas” of the world
that were not resigned to modernization.?” In the following years,
on the other hand, it became clear that these “rearguard actions”
of a “lunatic fringe” were an extreme and deviant expression of a
discontent felt throughout the Middle East, clearly not a homo-
geneous area, and where traditional cultures coexisted with rel-
atively modern ones. If Iran, for example, had not been a techno-
logically advanced country, despite being poles apart from the
ideal of a capitalist liberal democracy, it would not have been
under so much pressure from the United States and its allies to
dismantle its nuclear program.

But Fukuyama’s prediction has been disproved by a much more
important circumstance, which has little to do with the events
mentioned above. In fact, most non-Western countries, including
those that are already well on their way to development, cannot
be characterized as capitalist. Despite the efforts of many analysts
to describe China’s economy as in transition to Western models,
this is hardly the case. Whether the Chinese system is called
market socialism or referred to another way, it is essentially a
system that uses market mechanisms to allocate resources to po-
litical ends within the framework of extensive state planning.



160 FORETELLING THE END OF CAPITALISM

Russia is not capitalist either, and not only because the share of
the public sector (government plus state-owned enterprises) in
GDP produced is as high as 40 percent. It is, above all, the nature
of the relationship between public and private that makes the dif-
ference. The Russian economy is certainly a predatory system,
but one based on cronyism, not on the separation between the
sphere of state power and that of individual initiative. Finally, it
is questionable whether the label “capitalism” can be applied to
India and Brazil, which instead embody the characteristics of
statist developmentalism. Iran, China, Russia, India, and Brazil
together account for over 40 percent of the world’s population.
On the other hand, the idea that the United States is still an at-
tractive model for the world has greatly diminished. US-style cap-
italism may perform fairly well macroeconomically, but it is
plagued by inequality, producing social hysteria. In the second
decade of the twenty-first century, American influence on inter-
national affairs has reached its lowest point since the postwar pe-
riod, while there are well-founded suspicions of Russian inter-
ference in the 2016 US presidential election. After all, it can be
argued, a country in good political and economic health would
not have produced a phenomenon like Trumpism.

The Spell of Knowledge

Not everyone who celebrated the end of the earthly embodiment
of Marxism thought that history had ended with it. For some it
was just the end of “one kind” of history, which moreover was oc-
curring while epoch-making changes were also taking place in
the West. This is the case of the management theorist and futur-
ologist Peter Drucker. In 1993 he announced the advent of a “post-
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capitalist society.”?® After 1960, he noted, an epochal transfor-
mation had begun, comparable to the Renaissance or to the
revolutions of the eighteenth century, and which was to be com-
pleted around 2020. This transformation was the emergence of
the knowledge society. By calling the knowledge society postcap-
italist, he did not mean that it would be socialist or anticapi-
talist. In fact, the market would continue to be the main mecha-
nism for coordinating economic activity. But the primacy of
knowledge over capital as a resource would lead to a reorganiza-
tion of the class structure.

According to this narrative, knowledge was the force that had
led to the defeat of socialism, which had been overcome by the
productivity revolution in capitalist economies. The application
of knowledge to labor, which started with the technological ad-
vances of the late nineteenth century, had in less than a century
freed most of the workforce from manual occupations. Turning
workers into employees had meant raising their living standards
and expanding the middle class. But now, a new knowledge rev-
olution was leading to the overcoming of capitalism itself. Wealth,
or value, was no longer created by capital or labor, but by produc-
tivity and innovation. While the twentieth-century conceptual
categories (both neoclassical and Keynesian) used to analyze the
economy were losing their meaning, in society blue-collar workers
were becoming totally marginal, reduced to a weak minority
threatened with extinction. But even the capitalists, according to
Drucker, were on the verge of extinction. Their place was being
taken by knowledge workers. Indeed, it was no longer a question
of allocating capital, but rather knowledge, to productive uses.
And who were those knowledge workers? They were knowledge
executives, professionals, and employees such as investment an-
alysts and portfolio managers. Knowledge workers, Drucker
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wrote, “will be employed in organizations. Yet unlike the em-
ployees under capitalism they own both the ‘means of produc-
tion’ and the “tools of production’—the former through their pen-
sion funds, which are rapidly emerging in all developed countries
as the only real owners, the latter because knowledge workers own
their knowledge and can take it with them wherever they go.”*

Managers were clearly part of this category, and their role was
described in emphatic if woolly terms. The role of management,
for Drucker, was not to organize production or personnel but to
apply knowledge to knowledge, or even to “supply knowledge to
find out how existing knowledge can best be applied to produce
results.”* Managers were “responsible for the application and per-
formance of knowledge.”* If they were effective in this task, the
application of knowledge to knowledge could also overcome lim-
itations in resources, labor, and capital. The expansion of man-
agement, Drucker predicted, would be accelerated by the further
changes in corporate ownership structure that had intervened
since the emergence of the modern corporation. He was thinking
of the reorganization of dispersed stockholding operated by in-
stitutional investors such as pension funds. He believed pension
funds challenged the very concept of ownership. Although they
were legally the owners of the stocks they bought with savers’
money, that is, owners of capital, they invested this money for the
benefit of others. So one had the curious situation that future pen-
sioners, the real owners of the capital, were unable to have the
least say in the decisions of the corporation, while investors, who
instead made the decisions, did not make money for themselves.
As Drucker put it, “Neither the managers who run [the pension
funds] nor their owners are ‘capitalists.’ Pension-fund capitalism
is capitalism sans capitalists.”*
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Sophisms, however, do not help us grasp the substance of
things. Can we really believe that what defines capitalism is the
formal ownership of the means of production? Isn’t it control over
them that makes the difference? The fact that in the nineteenth
century the two things overlapped does not entitle us to declare
capitalism defunct when this is no longer the case. It is a ques-
tion of determining which of the two features is essential. Further,
the representation of institutional investors as quasi-nonprofit
organizations is untenable. Institutional investors are not chari-
ties. This was as true when Drucker was writing as it is today. A
recent example from the news may give a sense of the extent of
their earnings. In May 2018 Institutional Investor magazine reg-
istered, with a touch of satisfaction, that “the richest hedge
fund managers became even richer in 2017 . . . , a reminder of the
power of compounding.”* The top twenty-five hedge fund man-
agers had earned a total of $15.38 billion that year (which comes
to $615 million each on average). Four managers made over $1 bil-
lion. These were Renaissance Technologies’ James Simons, who
earned $1.7 billion, Appaloosa Management’s David Tepper (1.5
billion), Citadel’s Kenneth Griffin (s1.4 billion), and Bridgewater
Associates’ Ray Dalio ($1.3 billion).

From the aspects of Drucker’s thought so far examined, it is
evident that he followed in the footsteps of the innumerable au-
thors who, from the times of Berle and Means up to the 1960s,
saw in the evolution of the separation between ownership and
management the decisive element in the overcoming of capi-
talism. But the scenario opened by Drucker goes beyond indus-
trial relations within traditional organizations such as the cor-
poration. He envisaged a much more radical prospect. When
he said that knowledge workers “own their knowledge and can
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take it with them wherever they go,” he presented as a reality the
utopia of a system where everyone is both a worker and a capi-
talist. In this paradise on earth, prosperity is within reach and
within everyone’s reach. There is no exploitation but only the
creative use of one’s intellectual resources. Steve Jobs’s garage
has replaced the factory, and Steve Jobs has replaced both the
blue-collar worker and his employer. Once again, is this a real-
istic expectation? Of course not. Even such a huge country as the
United States has no place for so many Steve Jobses. Some of
them will become established entrepreneurs. Many more will
be forced out of business by competition. Furthermore, knowl-
edge (whatever is meant by this term) is not equally distributed
among individuals and is not the only factor that matters in the
postindustrial society. Entrepreneurship, creativity, instinct, un-
scrupulousness, and, above all, luck are decisive. Finally, not all
knowledge is dispersed: the knowledge needed to create satel-
lites or monoclonal antibodies certainly is not, and innovations
like these are notorious sources of rents and profits.

Despite the aporias that undermine these arguments, the spell
of knowledge took possession of politicians, commentators, and
public opinion for over a decade, accompanied, that is, by another
contemporary infatuation—that for information and information
technology.

The Spirit of Informationalism
To the thesis that capitalism had been overcome by the knowl-

edge economy one could easily object that it confused container
and contained. This was pointed out by sociologist Manuel Cas-
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tells, who wrote at the beginning of the Internet era. Castells ar-
gued that, if the rise of “informationalism” represented a change
in the “mode of development,” it occurred in the context of a
mode of production that remained fully capitalist. Indeed, the
concept of mode of development is nothing but a reworking of
the Marxian category of productive forces. For Castells, preindus-
trialism, industrialism, and informationalism are modes of de-
velopment, which can apply, in principle, to both capitalist and
collectivist economies and societies. But, unlike Marx, he is no
technological determinist, as he acknowledges the capacity of
societies to adapt to technological changes with various degrees
of efficiency. Nor does he view this process of adaptation as gen-
erating potentially fatal social conflicts.

Even if he was far from seeing 1989 as an end point, Castells’s
reconstruction of contemporary history is essentially teleological,
reinterpreting the twentieth century in the light of the fall of the
Berlin Wall. The narrative sounds familiar. Since the 1970s, the
information technology revolution had challenged both capi-
talism and collectivism, making their restructuring necessary.
But while the restructuring of collectivism failed, most notably
in the Soviet Union, because the system failed to assimilate in-
formationalism, capitalism succeeded in adapting and renewing
itself. And it did so by globalizing core economic activities, in-
troducing organizational flexibility and particularly labor flexi-
bility, and putting an end to the postwar social contract based on
mediation and the welfare state.>* At the end of this process of
“expansion and rejuvenation,” capitalism turned informational
was thriving “throughout the world,” deepening “its penetration
of countries, cultures, and domains of life.”* This account of the
genesis of what is sometimes described as “one-world capitalism”
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is per se crammed with the unfortunate clichés that abound in
the literature from the 1990s.® A great deal more interesting is
the analysis of the new spirit of this capitalism.

Informational capitalism, Castells made it clear, was a “hard-
ened form of capitalism.”” Like the industrial capitalism of earlier
times, it was a system that produced for profit and in which profit
was appropriated on the basis of property rights. But unlike its
progenitor, it was characterized by “a tendency to increased so-
cial inequality and polarization,” with the top and bottom of the
social scale expanding and getting further apart. The primacy
that knowledge held in this system widened the gap between
highly skilled, self-programmable labor and generic labor. The re-
structuring that followed replaced the collective organization of
labor with the logic of individualized bargaining, according to the
bargaining power and productivity of each worker. And this was
to the detriment of the weakest workers. A further blow to the
middle and lower classes came from welfare state retrenchment.
The relatively high potential for conflict that was inherent in the
growth of inequality, however, did not result in class struggle, as
social classes now lacked internal cohesion, but in a disorderly
jumble of individual claims that arose from opposing groups of
workers.?

Nor did Castells think that the changes in the structure of
property rights ownership were such as to alter the capitalist na-
ture of the current mode of production. He noted how, in in-
formational capitalism, new forms of widespread stockholding
coexisted with a revival of family owners and individual en-
trepreneurs, a trend that was clearly discernible in the emerging
economies of the Asia-Pacific region. These older ownership
models responded particularly well to the system’s innovation
and flexibility imperatives. In Castells’s work one does not find
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the idea that entrepreneurship is within everyone’s reach, but the
more sobering view that innovation does not take place in isola-
tion but needs networks, which explains the tendency of knowl-
edge workers to organize themselves as a “collective worker”
under the leadership of a capitalist who appropriates the sur-
plus they produce.” Despite the critical elements highlighted
here, capitalism was represented as a substantially stable system,
where the problem of inequality could be fixed with the half
measures of Clinton and Blair. Even the “global casino” of ex-
panding financial markets was seen in a benevolent light, and
the possibility of major crashes considered rather remote. If
properly managed, financial technology would be able to keep
markets in “dynamic equilibrium,” Castells confidently argued,
echoing the economists.*

A more radical interpretation of what was going on was offered
by Luc Boltanski and Eve Chiapello.* For them, the new spirit of
capitalism embodied an original deception. The organizational
changes and their ideological superstructure were not the conse-
quence of technological changes but rather of the need for capi-
talism to relegitimate itself after the crisis of the 1970s. This, they
maintained, had always been the case in the history of capitalism.
After each crisis, a problem of legitimation had emerged, which
was solved by restructuring. Back in the 1930s, the managerial
revolution was a response to the crisis of confidence generated by
the Great Depression, as capitalism organized like an army was
easier to manage. Likewise, the New Age transition to business
networks and flexibility now fulfilled a dual purpose—one de-
clared, the other hidden. The declared intention was to remedy
the crisis of the old management, whose hierarchical structure
was perceived after 1968 as anachronistic and oppressive. But the
undeclared aim was to build a low-cost capitalism that would



168 FORETELLING THE END OF CAPITALISM

allow capital owners to continue to make profits in an era of low
growth rates.

Responding to the demand for authenticity and freedom, the
doctrines of neo-management replaced hierarchical work within
departments with supposedly horizontal teams. The manager’s
authority was replaced by the charisma of the leader, a visionary,
creative, and coach at the same time, one who inspired by ex-
ample. “Managers,” Boltanski and Chiapello wrote, “do not seek
to supervise or give orders. . . . They have understood that such
roles are outmoded.”*? They no longer needed to resort to com-
pulsion when they could easily get loyalty through persuasion.
They had no other choice either, since they were no longer in a
position to entice their subordinates with promises of career de-
velopment in return for their obedience. Even the iconography
of capitalism was changing in ways that are still discernible. Think
of Bill Gates, a Zen capitalist who wears V-necks, someone who
likes to recommend books he seems to effortlessly read. He speaks
to you from his minimalist sofa, with Lake Washington in the
background, not from a bad replica of Louis XIV’s throne in a
Manhattan apartment. Equally at ease talking about business and
science, Gates transcends the twentieth-century category of phi-
lanthropist, which looks ordinary in comparison: he offers him-
self as nothing less than a benefactor to humanity.

How, then, is power exercised in an era of persuasion? The
mantra of customer satisfaction aims precisely at concealing the
control chain. Employees should get the impression that they are
subject to the power not of capital but of the market, that is, of
the buyers of their products: a much sweeter dictatorship. After
all, why should you complain if you are fired because you do not
meet the expectations of consumers? They are the raison d’étre
of your job. And, indeed, workers are invited to give up stability
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for employability. Instead of aspiring to predictable career paths,
they are encouraged to work their way through a succession of
projects, and as members of ever-changing teams. The loss of se-
curity, they are told to sweeten the pill, will be offset by a gain in
freedom. Finally, through the network, the firm extends the logic
of the team to its environment. All noncore functions are out-
sourced to networks of subcontractors, some of them being people
previously laid off by the firm. It is said that the network is bound
together by “trust,” but isn’t perhaps “need” a more accurate word?

The Consequences of Giddens

One aspect is still missing from this sketch of the intellectual his-
tory of capitalism in the nineties, and this is political ideation. A
new politics was needed to make the new spirit of capitalism ac-
cepted, and the most important contribution to this politics came
from the Third Way. The Third Way can be seen as a particular
interpretation of “radical centrism” or the ideology born out of
what was depicted as the definitive end of twentieth-century ide-
ologies. The breakdown of actually existing socialism had left
capitalism without a credible alternative. But it had also aggra-
vated the crisis of the left in Western countries. What kind of re-
form could progressives (be they European social democrats,
British Labourites, or American liberals) credibly advocate at a
time when capitalism was asserting itself as the only viable
system? The key to global prosperity seemed to lie in making the
countries of the former Soviet bloc more like Western-style
market economies rather than the other way around. Hence the
idea that, in advanced capitalist societies, even social problems
could be solved with market-based solutions.
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Within this general framework, there were contingent factors
that influenced the shift of the political consensus toward the
right. Although coming from considerably different experiences,
at the turn of the 1990s the core capitalist economies of the United
Sates, Britain, and West Germany shared a common political fea-
ture. In all these countries progressive forces were now subaltern
to conservative parties that had been in power for many years.
As we saw in Chapter 3, the crisis of the reformist left had begun
in the 1970s, when it had proved incapable of providing answers
to the demand for social protection in a context of ever weaker
growth and in an environment increasingly dominated by the
conflict between capital and labor. At the time, the left was pun-
ished for what the working classes had seen as a betrayal of its
mission. Twenty years later, the old working classes of the indus-
trial age had given way to the middle classes of the postindustrial
era and to a shapeless mass of low-skilled people resigned to re-
maining on the margins of the labor market. Indifferent to the
fate of these people, left-wing parties began to see the seizure of
the political center as the only hope for regaining power. This typ-
ically involved appropriating ideas from their right-wing com-
petitors, a strategy known to political scientists as triangulation.

Although the Third Way was a phenomenon common to the
main Western countries, from Sweden to Italy, its most elaborate
rationalization came from the UK and was associated with the
birth of New Labour. The Labour Party was in opposition since
1979. This long wandering in the wilderness prompted a trans-
formation in the party’s ideology and rhetoric. The change in po-
litical line, which began during the leadership of Neil Kinnock,
came to completion under Tony Blair. As Donald Sassoon writes,
after the fourth consecutive defeat in 1992, Labour’s sole objective
had become “to regain power at virtually any cost.”* In 1995, as
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leader of the opposition, Blair managed to change the party
constitution. He made a crusade against Clause Four, “Labour’s
chief sacred cow,” in which Sidney Webb (1859-1947) had wanted
to affirm the party’s commitment to modifying the structure of
the ownership of the means of production, distribution, and ex-
change. That commitment remained more symbolic than any-
thing else, except for the postwar nationalization of strategic
sectors of the British economy. But with this move Blair wanted
above all to signal that he would continue in the wake of the pro-
cess of deregulation initiated by Margaret Thatcher and John
Major. Renouncing any ambition to shape relations of production,
the new constitution conveyed the more modest goal of pro-
moting a society in which power, wealth, and opportunity would
be widespread.

It was precisely to solve the apparent paradox between free
market and social justice that the strategists of New Labour cre-
ated the doctrine of the Third Way. This was hardly an original
notion. Throughout the twentieth century, many “middle ways”
had already been theorized and experimented on, in both the
West and the East. Even the postwar historic compromise repre-
sented a third way, one between capitalism and socialism. This
was still the sense in which Anthony Giddens, Blair’s intellectual
guru, employed the term in 1994, to deny what was for him a
fruitless search: “There is no Third Way of this sort, and with this
realization the history of socialism as the avant-garde of political
theory comes to a close.”** Giddens was already clear, though,
about what the way forward should be. The objective was not to
achieve another compromise between capitalism and something
that was given up for dead. The Third Way in the Giddensian-
Blairite sense is a way between neoliberalism and social democ-
racy. This entailed, as the 1998 manifesto expressed it, building
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the chimerical “radical centre.”#

In laying out the political phi-
losophy of New Labour, Giddens explicitly took issue with phi-
losopher Norberto Bobbio, who had argued a few years earlier
that left and right were by no means outdated categories. Histor-
ical constructions they might be, but for Bobbio they still em-
bodied the moral dichotomy of equality and hierarchy.*® Giddens
objected that major economic, social, and technological transfor-
mations had not left much room for struggle and conflict. In the
globalized, unipolar world, societies were presented with new
problems, challenges, and possibilities that made the boundaries
of left and right uncertain.*’

The Third Way doctrine was given an aura of academic re-
spectability by embedding it in Ulrich Beck’s discourse on the
risk society, whose exotic appeal sparked much enthusiasm
among journalists and commentators.*® Beck made the point that,
in late modernity, the production of risks increases along with the
production of wealth. In the socioeconomic sphere alone, global
economic competition, the speedup of innovation, and techno-
logical change were all potential sources of hazards. If late mo-
dernity was no longer characterized by scarcity but by risk, the
main problem, which was difficult to solve, became that of mini-
mizing risk. Giddens, while not denying the problem, stressed
that risk should not be feared. Coping effectively with the chal-
lenges posed by chance may, in fact, unleash innovation and pros-
perity. Giddens’s contention was that it was self-defeating to seek
to control manufactured risks and that they should rather be
managed through a strategy of “active risk taking.” “Effective risk
management,” he asserted, “doesn’t just mean minimizing or pro-
tecting against risks; it also means harnessing the positive or en-
ergetic side of risk.”* (Go and tell a forty-year-old mother who
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goes through the “experience of redundancy” that there is an en-
ergetic side of risk!)

The postwar social compromise rested on consent. The workers,
still regimented in the factory system, offered their loyalty to cap-
italism in exchange for social protection. Social democracy was
at the same time both promoter and guarantor of this pact that
bound labor, capital, and the state together. The pact weakened
in the 1970s, cracked in the 1980s, and finally broke in the 1990s.
The central issue for any progressive force was therefore, at this
point, to propose a new pact that would sound credible to its in-
terlocutors. What could have been credible at a time when power
relations were decidedly in favor of capital and, moreover, the po-
litical objective was to seduce the middle classes? First, it was
necessary to repudiate the old welfare state, to depict it as out-
dated. Postwar welfare was relabeled by the ideologists of the
Third Way “negative welfare” because it operated from the as-
sumption that the glass was always half empty.>® It mistakenly
equated risk with an evil from which society should be protected.
However, in order to permanently dispel any nostalgia for the
good old days, a preliminary intellectual operation had to be car-
ried out: the belief that the old system embodied the social jus-
tice ideal had to be disproved. The postwar welfare state, Giddens
pointed out, did not arise as a remedy for injustice or to promote
the pursuit of equality; it was not a genuine creation of the left.
Its roots were in Bismarckian paternalism, the quest for social co-
hesion, and the state-building process. This “undemocratic”
system, based on a “top-down distribution of benefits,” had drawn
its room for maneuver from the nation-state, now falling apart
under the forces of globalization.” Equality could and should be
pursued in other ways. All the more so since equality was not a
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value per se, for it was only important as far as it was “relevant to
people’s life chances, well-being and self-esteem.”* (The attentive
reader will notice here an echo of Dahrendorf.)

The new welfare theorized by Giddens was no longer “an eco-
nomic concept, but a psychic one, concerning as it does well-
being.”>® It was a bit like saying that the problem is not in your
pockets but in your head; in effect, the claim went so far as to sug-
gest that “counselling . . . might sometimes be more helpful than
direct economic support.” Whether or not this is the case, it would
certainly be less expensive for the government. Giddens had in
mind a social investment state committed less to ensuring its citi-
zens an acceptable standard of living than to enhancing human
capital development. Its guiding principle was that there could be
no rights without responsibilities, which is reminiscent of a cer-
tain nineteenth-century English passion for self-help training. Its
programs would be carried out in cooperation with a variety of
actors from the private sector, such as volunteers, associations,
firms, and finance. As if by magic, “positive welfare” would turn
each of the old negatives into an opportunity for improvement:
“in place of Want, autonomy; not Disease but active health; in-
stead of Ignorance, education, as a continuing part of life; rather
than Squalor, well-being; and in place of Idleness, initiative.”>*
Such is the shallowness that the language of the New Modernity
exudes. In hindsight, one cannot help wondering how arguments
of this kind could exert such a mesmerizing power over a
generation.

The knowledge society paradigm offered new legitimacy to the
ideal of equality of opportunity, but the same can be said of other
contemporary intellectual sources, such as endogenous growth
theory in economics. Thinking that prosperity depends mainly
on the accumulation of human capital undoubtedly makes life
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easier for the legislator when it comes to addressing the unequal
distribution of opportunities. Convincing oneself that the state
has fulfilled its task when it has provided an education for its citi-
zens removes the objections commonly raised against meritoc-
racy. If the starting point is the same for everyone, economic re-
wards can be proportional to individual merits, so as to defeat
moral hazard and rent seeking. In conclusion, New Labour
adopted a benign vision of capital as an immaterial resource that
every worker could easily appropriate. It saw in the new “post-
capitalist” economy the realization of the dream of the commod-
ification of capital and decommodification of labor. From the
assumption that “knowledge is a kind of capital located within
the worker,” the reassuring thought followed: “If capital is within
us, then how can it exploit us?”>

Eleventh-Hour Optimists

This showy display of optimism continued through the 2000s, but
it began to appear dissonant, because it contrasted with an atmo-
sphere of mounting discontent. It was clear that the capitalist
order was once again on trial. After a decade of pro-market re-
forms and financial deregulation, the peoples of the former So-
viet bloc, Latin America, and even of the Four Asian Tigers were
losing their enthusiasm, if they had it at all, for the economic
system of the “free world.” The economist Hernando de Soto
summarized this paradox in his statement that “the hour of cap-
italism’s greatest triumph is its hour of crisis.”*® Nostalgia for the
communist era grew in Russia and Central-Eastern Europe,
sometimes bringing back to power former communist parties and
their establishments. The citizens of these countries regretted the
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loss of the high degree of social security that the old regime used
to guarantee them.”” The situation of the Latin American coun-
tries under IMF/ World Bank shock therapy was no more encour-
aging. In Brazil, the combination of austerity and privatizations
pursued by the Cardoso government in the name of financial sta-
bility plunged the economy deeper into recession, exacerbating
social tensions. This brought to power the Workers’ Party and its
leader, Luiz Indcio Lula da Silva, in 2003. Something similar was
happening in Argentina, with Néstor Kirchner succeeding Carlos
Menem, and during the 2000s the “pink tide” extended to most
of South America. But the clash of the highest symbolic value
took place in Venezuela on the occasion of the 1998 presidential
election. Here the self-styled revolutionary leader Hugo Chavez
defeated Yale-trained economist Henrique Salas Romer.
Capitalism was also challenged in rich countries. At the
turn of the millennium, every meeting of global economic de-
cision makers—who were largely members of the Western white
élite—was marked by a mobilization of the critical consciousness
of their own societies. The riots that accompanied the WTO
meeting in Seattle in fall 1999—a real urban battle between ac-
tivists and ordinary citizens on the one hand and the police on
the other—started a cycle of large-scale confrontational dem-
onstrations. The protests continued on the occasion of the
IMF/World Bank meetings in Washington, D.C., and Prague, in
April and September 2000, respectively. In July 2001 about
250,000 people poured into the streets of Genoa (a city with a
population of 600,000) to demonstrate against the G8 summit.
The history of the anticapitalist movement or global justice move-
ment was not just one of tear gas and shattered shop windows.
“Parallel summits,” such as the World Social Forum, which met
in Porto Alegre in January 2001, offered opportunities for con-
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structive ideation. As two scholars of these movements noted,
“The protesters rarely attack globalisation as such, targeting in-
stead corporate globalisation, global capitalism, the neo-liberal
order, multinational companies, international financial institu-
tions, and trade agreements.”® Their requests ranged from can-
cellation of Third World debt to the introduction of taxes (such
as the Tobin tax or the “Robin Hood” tax) to counter financial
speculation, sometimes accompanied by frankly utopian pleas for
a global democratic government. These movements had histor-
ical significance in two ways. On the one hand, there had been
no such wave of mass mobilization since 1968. On the other hand,
their original impulse does not seem to have exhausted itself yet.
In fact, the anticapitalist motive has taken ever new forms over
the years, first in connection with the opposition to George W.
Bush’s War on Terror, and later as the main drive behind Occupy
Wall Street and the anti-austerity movements of Southern
Europe.”

It was against this backdrop of growing hostility to the Wash-
ington Consensus that the late apologists of capitalism showed
up. So Hernando de Soto—who in the 1990s had inspired Peru-
vian president Alberto Fujimori’s shock therapy—-claimed that if
capitalism did not work in the Global South, it was not capital-
ism’s fault; the problem was that the Global South was unprepared
to take advantage of it because of the absence of clearly defined
property rights.®® Paul Collier—whose career was spent between
Oxford University and the World Bank—also absolved capitalism
from the poverty of the “bottom billion,” placing the blame in-
stead on their failed states, which had turned resource blessing
into a curse. He even went so far as to present military interven-
tion as a way to rescue the poor—not without some embarrass-
ment due to the fact that he wrote during the low point of the Iraq
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War.®! Others showed contempt for those who yearned “for the
days of leisure, fun, and equality once enjoyed” in former com-
munist countries: “It would be nice to eat cake while keeping lazy
ways too,” wrote American historian Joyce Appleby.** It was not
so easy to get away with it for those who sought to defend capi-
talism from its internal critics. In 2006 economist and rhetori-
cian Deirdre McCloskey published the first volume of a trilogy
surprisingly dedicated to the defense of capitalism, not so much
for its economic superiority, but for its morality.5* Capitalism, she
claimed, had not just made us richer and live longer. It had also
made us better, more civilized people. But capitalism was moral
in yet another sense: it enriched its apparent victims. McCloskey
argued that taking wealth away from the rich would not have
made the poor less poor. On the contrary, letting the rich get
richer generally also benefited the poor. This was none other
than the famous “trickle-down” argument, which John Kenneth
Galbraith once compared to the old saying that “if you feed the
horse enough oats, some will pass through to the road for the
sparrows.”®* The origin of this curious doctrine is lost in the mists
of time, but its academic foundations were laid down by the
supply-side economics of the 1970s. The story is so interesting
that it deserves a digression.

As with Milton Friedman’s monetarism, supply-side economics
was a major paradigm shift because it overturned the logic of
Keynesian economics that had characterized the entire postwar
period. Much of the theory’s initial fortune was due to the failure
of traditional Keynesian recipes to address the strange mix of
high prices and stagnation (the so-called stagflation) that plagued
the seventies. Public spending alone could not get the economy
moving again as a result of a supply-side problem, namely, the
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shock caused by the rise in oil prices. Firms had to be helped in
some way.% This insight suggested by common sense in a very
specific circumstance was soon generalized in a grand theory ac-
cording to which growth and economic well-being always de-
pend on the health of firms rather than consumers. If capitalists
make profits, the economy will prosper, and the benefits will be
enjoyed by society as a whole. At a time when the concept of en-
terprise was already vague, and when everyone with a good bank
account was a potential investor, the thesis was further simpli-
fied in the formula that the rich should be put in a position to
make more money. This, from the government’s point of view,
meant taxing them less and leaving them in peace. The losses suf-
tered by the poor and not-so-rich in the short term, such as those
from cuts to public services and social welfare programs, would
be offset by higher gains in the long term. The New Right seized
the opportunity, and the principle that “you expand and revitalize
the economy by giving the poor less, the rich more” became the
official doctrine of the Reagan and Thatcher administrations.®
The loss of confidence in capitalism at the turn of the millen-
nium was still little compared to what was to happen less than
ten years later, when the world economy was hit by a ruinous
crisis. The crisis, which began in mid-2007 with the subprime
mortgage meltdown in the United States, spread to the interna-
tional banking system within a year. The 2008 financial implo-
sion, in turn, had repercussions on the real economy, causing a
sharp fall in GDP throughout the Northern Hemisphere, which
continued until the early 2010s. In a way, this was a vindication
of Keynes’s ideas, as the syndrome presented the classic symp-
toms of a demand-side slump: deflation and unemployment.
But people’s attention turned less to the recession than to the
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crisis that had triggered it, and the anger was obviously directed
against the greed of the 1 percent. The impact on public opinion
was devastating. It was no longer just the concerns for global
justice of the most critical sectors of society; it was now the
middle classes of rich countries who felt directly damaged. In
short, the seductive power that capitalism had exerted over the
middle classes since the end of the nineteenth century, when it
had shown it could raise their standard of living, had begun to
wane.

Again, the strategy followed by the apologists of capitalism was
to minimize the importance of what was happening. The histor-
ical accounts published in those years offer interesting examples.
Many of these works were conceived before the crisis to celebrate
capitalist achievements but were completed in a very different at-
mosphere. In The Relentless Revolution (2010), Appleby reduced
the problem of capitalism to one of corruption and cronyism,
easily remedied with better formal rules and enforcement mech-
anisms, and at most by appointing honest and competent people
in the judiciary, the police, and the civil service. “What is needed,”
she concluded, “more than a new financial system is a legal over-
haul. Capitalism can work pretty well to deliver on its promise of
progress and prosperity” whenever the legal system is effective
and efficient. Moreover, she noted, capitalism “generates the
wealth” to pay for such services. Failure to set them up is, there-
fore, just a failure of “political will.”” This way of absolving cap-
italism by separating economy from politics, and throwing the
blame on the latter, was in fact the dominant strategy in main-
stream American politics during the Great Recession, both on the
part of those who attributed the crisis to too few rules and those
who thought there were too many.



THE END OF HISTORY AND WHAT FOLLOWED 181

Another telling example is the Cambridge History of Capi-
talism, released in 2014 after being nine years in the making. The
two-volume set ends with an essay on the future of capitalism that
was written by the editors—two economists—during the slump.
The irony of writing such a chapter “as the world limped so slowly
out of prolonged recession” did not escape them. As they put it:

When [the] . .. project was initiated in 2005, it appeared
that capitalism was triumphant worldwide. . . . As events
unfolded in the summer of 2007, however, the “best
economy ever” began to show some cracks. . . . Some critics
of the project even suggested that we move quickly to a
third volume, “The Decline and Fall of Capitalism”! But
the on-going crisis of the global economy, which has cast
a pall over the financial innovations celebrated as late as
September 2006, can—in the long sweep of history cov-
ered by these two volumes—be viewed simply as the latest
of growing pains that have afflicted the development of
capitalism from the beginning.%®

As it soon becomes apparent, the choice in this case was to treat
capitalism not as a historically specific social formation but as a
given feature of human interaction. Since capitalism has never
had a beginning—the argument implies—it will probably never
have an end. This attempt at naturalization involved the use of a
concept of capitalism so loose as to include nearly any form of
merchant activity and private enterprise. Consistent with this un-
derstanding, the Cambridge History has a chapter on Babylonia
in the first millennium BC, followed by two chapters on ancient
Greece and Rome. In the same spirit, other projects tried to show
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that financial crises were not a modern phenomenon but a con-
stant in history, at least since the Middle Ages. Carmen Reinhart
and Kenneth Rogoff managed to write a 463-page-long history
of crises without mentioning the word “capitalism.”® Indeed, if
one accepts that capitalism is innate and universal, one can claim
by the same token that it does not exist at all.

In the final analysis, this late enthusiasm for a system in crisis
is not an unprecedented anomaly. The lightheartedness with
which the poets of late antiquity extolled the accomplishments
of the Roman Empire while the barbarians pressed at the gates
comes to mind.”® In times of decadence, praise is in abundant
supply and contrived in tone, as if to conceal anxiety about what
could be lost. These exercises in rereading the past of capitalism
through the anxieties of the present can, therefore, be interpreted
as the swan song of an age. As Tennyson writes:

The wild swan’s death-hymn took the soul
Of that waste place with joy

But anon her awful jubilant voice,

With a music strange and manifold,
Flowed forth on a carol free and bold;

As when a mighty people rejoice.”!

But while the poets of the “relentless revolution” showed them-
selves certain that capitalism, credited with almost supernatural
powers of regeneration, would once again mock its opponents, for
most of society, who suffered concretely from the effects of the
crisis, the Great Recession sounded alarm bells. Thus, when the
social forecasting machine was turned on again, it found a wide
public ready to listen.
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The Awakening

The Great Recession marked the grand return of prophecy. The
flurry of books on the future of capitalism released in the early
2010s was diversified in quality and rigor. There are the techno-
logical utopias of popular nonfiction writers, the visions of life
after capitalism of radical activists, and finally scholarly work. As
we have done so far, our emphasis will be on the scholarly, though
without ignoring popular approaches, as they contribute to the
context for this history. The crisis had a strong media impact, as
befits an age of spectacularization of reality. As representations
of those years, the images of Lehman Brothers employees carrying
away their possessions in cardboard boxes and those of Zuccotti
Park protesters lugging golden bull idols down the streets of Man-
hattan are more iconic than cold stock market commentaries. It
was inevitable that a literature would emerge to satisfy this emo-
tional demand even at the cost of attempting impossible mar-
riages, such as that between Marx and Drucker officiated by
journalist Paul Mason. His thesis is that automation, the free re-
producibility of online information, and the “sharing economy”
already project us into a postcapitalist dimension. The ups and
downs of recent years are said to be the closing blows of capitalism
as it exhales its last breaths, the desperate convulsions of “a system
of monopolies, banks and governments” that has not resigned it-
self to the new era of “free, abundant socially produced goods.””?
Attempts have also been made to psychoanalyze the society of
dying capitalism, as in Living in the End Times by celebrity phi-
losopher Slavoj Zizek. According to Zizek, “the global capitalist
system is approaching an apocalyptic zero-point.””? The Four
Horsemen bringing the catastrophe about would be the ecolog-
ical crisis, biogenetic manipulation, the forthcoming struggles
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over natural resources and energy, and the growth of social divi-
sions and exclusions. To the news of their imminent arrival, cap-
italist society would no doubt react in accordance with the classic
“five stages of grief” model, that is, through denial, anger, bar-
gaining, depression, and finally acceptance.” If the death of cap-
italism approaches, it is good not to be found unprepared. This
thought is more than enough to unleash the imagination of those
who have seen fit to build scenarios for capitalism’s afterlife,
mixing social theory and science fiction.”

What is striking, however, is not the revival of sensational or
apocalyptic tones in public discourse, nor the ease with which the
Marxist repertoire is mixed with the neoliberal in a sort of Dada-
Marxism that seems tailor-made for dissemination via Twitter,
but the return of crisis theory in academia. Between 2013 and 2016
three scholarly books appeared carrying ambitious titles. One was
called Does Capitalism Have a Future?; another, Seventeen Con-
tradictions and the End of Capitalism; the third, How Will Capi-
talism End?’® They were written by leading social scientists with
a solid reputation behind them—the kinds of scholars who, one
would say, would think twice before venturing onto such slippery
terrain. Two of them, American sociologists Immanuel Waller-
stein and Randall Collins, were not afraid of predicting that the
end of capitalism would occur within a few decades. Both authors
draw on the Marxian toolbox. If this is not surprising in Waller-
stein’s case (the approach with which he made a name for him-
self, world-systems analysis, is clearly related to Marxism), the
same cannot be said for Collins, who has always been more
sensitive to Weber’s influence. There are endless ways of rein-
terpreting, and even reinventing, Marx, true, but in fact both
Wallerstein and Collins stick to a rather mechanistic view of cap-
italist dynamics and contradictions. This vision presupposes
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that capitalism is a sort of spring-driven clock that works as long
as its mechanism is free of obstacles. Repeated malfunctions re-
sult in a structural crisis, which these writers approach from the
two classic, and complementary, perspectives of production and
consumption.”’

Wallerstein maintains that the main strategy traditionally used
by capitalism to ease the pressure on profits—keeping down pro-
duction costs—is no longer viable. He cannot see how produc-
tion could be further relocated from the core to the periphery of
the world system given that, over the past five centuries, “this re-
peated process has virtually exhausted the loci into which to
move.””® In addition, he says, the profits upon which the survival
of capitalism depends cannot be obtained in perfectly competi-
tive markets but require quasi-monopolies. The latter need to be
backed by the power of the state and can be enforced globally only
in the presence of a hegemonic power. This role used to be per-
formed by the United States. But its geopolitical decline is now
paving the way for the future coexistence of multiple centers of
power. Collins, for his part, sees in the vanishing middle class the
element that rehabilitates the underconsumptionist theory of
crisis. While in the twentieth century the trend toward wealth
concentration, unemployment, and underconsumption resulting
from the unrelenting accumulation of fixed capital was tempo-
rarily held back by the expansion of the middle class, this escape
route is now closed. Just as machinery once displaced the working
class, the progress in information technology is wiping out the
middle class. Collins anticipates that distributional conflict will
escalate over the coming decades, opposing “a small number of
wealthy capitalists” owning “robots and computers doing almost
all the income-generating work” to “a majority of the popula-
tion structurally unemployed.”” He concurs with Wallerstein
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in predicting that the terminal crisis of capitalism will occur “in
the decades around 2040.”8° What will follow is uncertain. In one
scenario, we might witness either a century-long oscillation be-
tween capitalism and socialism, with no clear winner, or the res-
urrection of Soviet-style “socialist ownership and strong central
regulation and planning.”® In another scenario, however, whose
likelihood of occurrence Collins estimates to be up to 50 percent,
a “neofascist solution” would emerge.®?

The German political economist Wolfgang Streeck—who spent
much of his earlier life looking for ways to fine-tune the economic
institutions of social democracy—has also interpreted the recent
troubles of capitalism as an indication that crisis theory should
be rehabilitated.® He insists that the fact that capitalism has sur-
vived so many prophecies of doom is no proof that it will never
end. How could one infer the future from the past alone? But
change is unlikely to be triggered by a single event. Crisis will
rather come from the “continuous accumulation of small and not-
so-small dysfunctions” that makes contemporary capitalism “a
social system in chronic disrepair.”* Streeck’s image of the end
of capitalism is that of a system that dies from an overdose of it-
self. Paradoxically, capitalism does not die because it is not very
successful. It dies because it is too successful. Invading all spheres
of social life, it destroys internal oppositions and countervailing
powers that used to stem its more harmful effects, keeping capi-
talist society in balance. Over the last couple of decades, its unre-
strained expansion has resulted in five major disorders. These are
“stagnation, oligarchic redistribution, the plundering of the public
domain, corruption and global anarchy.”® These problems—with
the partial exception of the first, as the slowdown of growth can
also be seen as an independent phenomenon—derive from the
complete commodification of money, nature, and human labor



THE END OF HISTORY AND WHAT FOLLOWED 187

realized under late capitalism. The commodification of money;,
made possible by the financial deregulation of the 1990s, finds
expression in an immoderate production of cheap credit, using
the techniques of financial engineering, and in the hypertrophy
of the banking sector. This trend was directly responsible for
the 2008 financial crisis. The commodification of nature is evi-
dent in the now unsustainable contradiction between the logic
of infinite expansion that drives capitalist accumulation and
the finite supply of natural resources. The commodification of
labor, which results, in turn, from the deregulation of the labor
market, manifests itself in the spreading of precarious and un-
derpaid employment. There is also a tendency to increase working
hours for each household while wages and household income
stagnate.

Looking at it superficially, one might think that Streeck’s thesis
suffers from the same defects as the idea that the capitalist ma-
chine must stop because its gears have jammed. Streeck’s ap-
proach is certainly indebted to the late Frankfurt School view
that capitalism can only live within a dialectical relationship with
its constituent parts—in other words, that the drive for profits
needs to be counterbalanced by some form of decommodification
such as the welfare state, Keynesian fiscal policies, and so on.
When this dialectic is suppressed, a problem of legitimation
arises. But alongside this mechanical dimension of capitalism,
one must recognize that there is also an ontological dimension.
It is not only the correct functioning of the machine that deter-
mines its survival, but the context in which it works. The machine
may not work that well, but it may be that in a certain environ-
ment no other device will work. Hence we need to ask two ques-
tions: What is the purpose of the machine? And who makes
it work? In other words, we need to investigate the social and
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cultural context in which capitalism has asserted itself and un-
derstand whether the conditions that have allowed its rise and
consolidation have disappeared. If Streeck does not fall into the
trap of mechanistic theories, it is because he knows that, in the
study of society, the relationship between “base” and “superstruc-
ture” is problematic. Those who regard this problem as already
solved fatally end up concentrating either only on the former, as
historical materialists do, or on the latter, as cultural Marxists
do. Streeck instead tackles the issue with Polanyi’s guidance. It
is him—not Weber, Schumpeter, or Bell—that he thinks of when
he says that capitalism is “destroying its non-capitalist founda-
tions.”® Polanyi’s intuition in The Great Transformation con-
cerns the existence of “fictitious commodities” that, involving
sensitive aspects of the human self, such as the need for secu-
rity and individual dignity, do not lend themselves to being ex-
changed on the market except with particular caution.!” If you
cross the red line, you have to expect countermovements, as
happened when capitalism was tamed by the state and scaled
down to fit into the cage of fascist corporatism and the later
mixed economy. If you neutralize such countermovements,
you should expect the pressure cooker to explode. Therefore,
Streeck’s interpretation presupposes—even if he does not elabo-
rate it—a cultural theory whereby the physiological state of so-
ciety is a state in which “trust, good faith, altruism, solidarity
within families and communities” are preserved.®® Only under
those conditions, which are nonnegotiable, can capitalism co-
exist with society. If the Polanyi-Streeck thesis is accepted, it
would be reasonable to suppose that, when these core values
are repeatedly violated, society tends to treat capitalism as a
disturbing element and to get rid of it. However, an important
question remains: What if, besides the Polanyi-Streeck condi-
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tions, other features or needs defined the physiological state of
society? And what if these factors pushed in the opposite direc-
tion, sustaining the persistence of capitalism? A value conflict
could arise with an uncertain outcome. We will address this
issue in Chapter 6.

Finally, since the commodification of nature has been men-
tioned, we should add that the reopening of the debate about the
end of capitalism has awakened another apocalyptic fear that had
already emerged in the 1970s, namely, that human life on earth
might be terminated by environmental catastrophe. Concerns
about the impact of human activity on the environment, which
according to many accelerated in the postwar period, have grown.
A new term, the Anthropocene, has been proposed for the cur-
rent geological epoch, although this is still being used unofficially
and without any agreement on its starting date. The degree to
which capitalism is specifically held responsible for environ-
mental problems varies, but very few would feel that it is a minor
player. For ecological Marxists such as John Bellamy Foster, this
responsibility is close to 100 percent, and should be traced back
to the “rift” or “chasm” that capitalism has created in the orig-
inal “metabolic relation” between humanity and nature.®* Even
for a Weberian sociologist such as Michael Mann, the prospect
of a fatal ecological crisis is deemed to be a concrete possibility
“unless extraordinary evasive action is taken,” and this action
would necessarily change the nature of capitalism.®® This thesis,
however, leaves the geographer David Harvey skeptical. He points
out that capitalism has been a master in shaping and reshaping
its natural environment, to the extent of forming with it an adap-
tive ecosystem. The survival of capitalism could rather be chal-
lenged by the expansion of rent extraction (linked to property
rights) and the exhaustion of economic growth as both factors
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tend to erode profits.” But this is hardly a new argument. The first
part of the proposition is an update of Ricardo’s thesis, while the
second reminds one of Heilbroner’s paradox of stationary capi-
talism. Harvey adds that the “reduction of nature and human na-
ture to the pure commodity form,” which he refers to as “alien-
ation from our own species’ potential” or “universal alienation,”
might trigger a “humanist revolt.”*> His prophecy is therefore a
probabilistic or conditional prophecy, just like that of the later
Marcuse. Capitalism could succumb if its victims are able to free
themselves from their chains. There are no fatal contradictions,
capable of automatically producing the implosion of the system,
only more or less dangerous contradictions. Moreover, the rela-
tive salience of these contradictions varies over time. Ultimately,
they are opportunities that human agency can take advantage of.

Epilogue

The late twentieth-century prophets of the end of history have
been proven wrong, but one might reasonably expect that the
same fate will befall those who, in the wake of the latest crisis of
capitalism, hastily conclude that its end is near at hand. Those
with left-wing leanings should also take note that the strongest
political response to the excesses of neoliberalism is not coming
from the left. To save itself from the rage of the 99 percent, Amer-
ican capitalism willingly accepted to have an anti-establishment
businessman—Donald Trump—run for president. With his pro-
tectionist rhetoric and ethnic scapegoating, he gained the confi-
dence of impoverished white working and middle classes, making
Hillary Clinton appear to be the candidate of high finance. In
Europe, the most serious threat to the future of the eurozone—a
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monument to the technocratic hubris of Friedrich Hayek’s
followers—is not coming from the Spanish indignados or the
crowds in Syntagma Square, but from the populist nationalism
of leaders who despise George Soros and wink at Vladimir Putin.
Once again, history is showing us that there are no simple alter-
natives, such as that between capitalism and socialism, but there
are instead self-protection mechanisms that societies deploy
whenever certain core values are threatened, giving rise to vari-
able solutions. Furthermore, attempts at self-protection often
prove to be self-deceptive. One’s thoughts immediately go to sim-
ilarities with the interwar period, although it would be mis-
leading to think that the situation of those years could recur in
the same terms. History never repeats itself because societies
evolve. Fascism was the outcome of rapid technological modern-
ization that was not matched by an equally rapid social modern-
ization. These preconditions, of course, no longer exist in the
West. But the fact that it is impossible, as Heraclitus said, to step
into the same river twice does not necessarily mean that there is
progress. Evolution simply means change.

Capitalism has not even overcome itself. Unlike the romantic
anticipations of Drucker and knowledge society theorists, the
postindustrial economy is relatively poorly based on knowledge,
and even less does it appear as an environment where freedom
can flourish. In this economy one does not see philosophers or
engineers on every corner. All the knowledge that the average
business needs to function is the knowledge embedded in a com-
puter or smartphone, which requires the understanding of a
five-year-old child to use. As to technology’s effect on the organ-
ization of society, its nondecisive role was shown once again by
recent developments. Information technology, hailed by its dev-
otees as a tool for the liberation of workers, or even as an emblem
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showing that the capitalist relations of production have been tran-
scended, has equally proved to be an instrument of exploitation.
The smartphone makes the gig economy of Uber drivers and food
delivery riders possible, but it is also the main means of control-
ling this precarious workforce. Through its apps, workers’ perfor-
mance is constantly monitored. Hence, in the so-called sharing
economy, it is possible to be fired overnight with a text message
if the verdict of customer satisfaction is less than positive or if the
percentage of accepted orders is below average. Workers are put
in competition with each other, while they lack the protection
typical of organized labor: paid holidays, sick pay, and pensions
become distant memories. The new capitalism has replaced
traditional relations of subordination with informal ties of de-
pendence based on the same asymmetry created by need. By
leaving the responsibility for procuring the means of production
to the worker, capital has performed the miracle of making itself
invisible—it has dematerialized itself—but that does not mean
that its dominance is weaker. No doubt if Marx came back to
life he would be fascinated by all this.

In this light, it is understandable that new generations of
thinkers are attracted by the kind of questions Marx and his con-
temporaries asked long ago. Intellectual curiosity and the anxi-
eties that trigger social forecasting have not changed. Less obvious
is why the thought processes leading to prediction and prophecy
seem to be stuck in a time loop. A century after the debates of
the Second International, the theorists of capitalism still grapple
with the same dilemmas as their distant predecessors: whether it
makes sense to study social systems as force fields are studied in
physics, hypothesizing their equilibrium or breakdown; whether
cultural superstructures are a mere projection of the economic
base; whether human agency can be internalized by theory or
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should instead be considered an independent variable capable of
producing unexpected outcomes. The fact that these problems are
more often than not implicit in present-day social forecasting is
not reassuring. The same considerations apply to the causal factors
that recur time and again in the forecasts. Take the environmental
problem: there is no doubt that this represents an immediate
threat to many things, first and foremost to people’s health. But
is it also a threat to the survival of capitalism? Some seem to think
so, just as the Victorians did. Yet, in its two centuries of existence,
capitalism has shown that it does not need clean air to thrive, but
only air that is barely breathable. Why don’t social scientists ever
seem to learn from their mistakes? It is time to analyze the
thinking patterns that recur in this history of ideas to find an an-
swer to this question.



CHAPTER FIVE

Wanderings of the
Predictive Mind

« W F MAN CAN, with almost complete assurance, predict phe-
I nomena when he knows their laws, and if, even when he does
not, he can with high probability forecast the events of the
future on the basis of his experience of the past, why, then, should
it be regarded as a fantastic undertaking to sketch, with some pre-
tense to truth, the future destiny of man on the basis of his his-
tory?”! This is how the last chapter of Nicolas de Condorcet’s
Sketch for a Historical Picture of the Progress of the Human Mind
(1795) opens, being dedicated to the tenth epoch of the history of
humankind—the future. There was, for him, nothing fanciful or
reckless about venturing into this enterprise. So he went on to
prophesize “the abolition of inequality between nations; the pro-
gress of equality within a single people; and the true perfection
of man.”? These pages have struck many a scholar because they
were written in the shadow of the guillotine and at a time when
their author would have been desperately concerned about his
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own fate. They are also remarkable because Condorcet’s attempt
marks the beginning of social forecasting, an activity hitherto un-
known in the Western world, and he does so with the awareness
of someone who is about to make a radical innovation.

Unlike the previous prophetic tradition, which from the Bible
to Nostradamus was based on a belief in revelation or astrology,
social forecasting relies on the immanent qualities of reality. It
has a rational basis that normally comprises two elements that are
variously combined: these are, as Condorcet says, the possibility
of deducing future lines of development from general principles
and of extrapolating them from past trends. Both procedures de-
pend on the assumption that there is a certain regularity in na-
ture. We can ask ourselves, then, why none of these ways had been
attempted by premodern authors, leaving aside the fact that these
writers did not perceive major changes in the economic sphere
compared to the past, nor did they consider them possible, some-
thing we have already spoken about in Chapter 1. But there were
not even, as far as we know, attempts to forecast things such as
the end of feudalism or the temporal power of the Church, al-
though medieval and early modern thinkers were certainly aware
of the different political formations that had followed one an-
other since antiquity. At least, there were no attempts based on
an analysis of social forces. The so-called prophecy of St. Malachy,
probably a sixteenth-century forgery, did indeed predict that the
last pope would be a certain Peter the Roman. But the cause of
the end of his reign would be all but human: “In the ultimate per-
secution of the Holy Roman Church,” the prophecy reads, “there
will sit Peter the Roman, who will pasture [his] sheep through
many tribulations; after which the city of the seven hills will be
destroyed and the fearful Judge will judge his people. The End.”?
Social forecasting, understood as a free intellectual exercise,
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requires three conditions. The first is a conception of history as a
product of human actions, controllable or not. The second, as we
will see, is a belief in progress. The third is a certain independence
of the analyst from power; for, even when forecasting is carried
out for reasons independent of social criticism, it inevitably
touches upon public confidence in the established order. These
three conditions rarely occurred (and simultaneously) in pre-
modern times.

That social forecasting has some rational basis does not mean,
however, that it is a scientific activity in the strict sense of the
term. This is due to the fact that regularities in social life can be
found only at a very general level; that the future is underdeter-
mined by the past; and, finally, that forecasters are not impartial
observers. They are still “political animals” who write about po-
litical things. One might argue, contrary to the first and second
reasons, that even weather forecasts have a greater or lesser margin
of error, and yet they are a scientific activity. But there is a sub-
stantial difference: the probability that certain weather conditions
will occur is known a priori. For example, it is known that in two
days it will rain with a probability of x percent, while with social
phenomena, in the near or faraway future, it is difficult to deter-
mine the likelihood of any hypothesized scenario. Unfortunately,
we understand the behavior of social forces to a much lesser ex-
tent than that of the force of the winds. In his study of the de-
cline of public intellectuals, Richard Posner likens public intel-
lectuals who engage in forecasting to science-fiction writers
“taking liberties with present reality in order to paint a more ar-
resting picture” of their society. This genre, he concludes, “be-
longs to literature rather than to science, whether natural or so-
cial.”* This seems to me an ungenerous judgment, reflecting the
superiority complex of present-day economics over other social
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sciences. In fact, when it comes to predicting the future, not even
the track record of economists shines, to put it mildly. The point
is that the social sciences, without exception, are very imperfect
as keys to knowledge, and this applies to their efforts to under-
stand reality as much as its possible evolution.

The specific reasons why forecasts about capitalism have failed
are of various kinds. Some have to do with cognitive distortions
that affect the forecasting process. These distortions are not spe-
cific to social scientists, as they interfere with the thinking pat-
terns of any person, and do so surprisingly often. Other reasons
point to faults in the construction of social theories, namely, er-
rors in the relationships that are hypothesized between the spheres
of social life and about the mechanisms that are supposed to reg-
ulate its functioning. But, above all, there is a decisive factor that
intervenes upstream of the theory-building and forecasting pro-
cesses, a feature that conditions the mind-set of futurologists. This
factor is the faith in progress that underlies modern thought. In
the following pages we will deal with the problems that occur at
all these levels, and with the less than obvious relationships that
exist between forecasting and utopia. First of all, however, it is
important to reflect on what forecasting is and to create some
order in the visions of the future of capitalism so far examined,
grouping them into general categories.

The Anatomy of Forecasting

We have seen why forecasting is different from traditional
prophecy. We must now differentiate it from a third concept,
which often occurs when we talk about the future: the concept of
prediction. When Posner writes that “prediction is the stock in
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trade of the public intellectual [and yet] the record of public in-
tellectuals’ predictions is poor,” he actually refers not to predic-
tion but to forecasting, which makes his indictment even more
serious.” Daniel Bell, who is one of the main defendants in this
trial, explains the difference as follows: “Prediction is the stipu-
lation of ‘point events,’ i.e., that something will occur at such time
and place. Forecasting is the identification of structural contexts
out of which problems arise, or the trends which may be real-
ized.”® While, in his view, it is impossible to predict particular
events, as they result from the conjunction of structural condi-
tions with random contingencies, it makes sense to extrapolate
structural tendencies from past and present experience and to
convert them into reasonable assumptions about the future. In
other words, a social scientist can try to figure out “the shape of
things to come,” to borrow H. G. Wells’s fortunate expression, but
not the things themselves.”

What are the motivations behind social forecasting? In other
words, what drives intellectuals so deeply immersed in the prob-
lems of the present as those who devote their lives to studying so-
ciety to venture into the unknown territory of the future? These
reasons are the same as those that prompt them to question the
past. In both ways, they seek answers to the problems of their
times. Most often, forecasting is driven by moral, or more accu-
rately ethico-political, concerns. It seems, therefore, to some ex-
tent inevitable that those who engage with the future sooner or
later find themselves facing the proverbial paradox of the crystal
ball: trying to gaze into the ball, one actually ends up seeing the
image of oneself reflected on its surface. It would, moreover, be
naive to think that futurology is always directed toward noble
ends. Sometimes, charting the future is clearly instrumental in
controlling the future, as happened with the industry of fore-
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casting known as “future research,” which flourished during the
Cold War in the interstices between academy, business, and pol-
itics.® But this is not, in general, the case of the story as I have told
it so far. The intellectuals we met were and are, for the most part,
high thinkers, certainly oriented by their ideological convictions,
but rarely by material interests. This does not mean, of course,
that forecasters do not realize the high strategic importance of
what they are doing, or that they are insensitive to the potential
use of their conclusions to inform public policies or diplomatic
efforts. To give just two examples, this was the stated aim of the
Commission on the Year 2000, established in 1965 by the Amer-
ican Academy of Arts and Sciences and chaired by Bell himself;
and a similar orientation was shared by many of the scholars who
met in 1967 at the Oslo “Mankind 2000” Conference convened
by the pioneer of peace and conflict studies, Johan Galtung.’

But let us focus on that subset of forecasts, arguably not a small
subset, that directly concerns the fate of capitalism. By rereading
the history of unfulfilled prophecies as outlined in the previous
chapters one can easily identify a cycle and a trend. The trend
shows increasing caution as the experience of capitalism grows.
The forecasting cycle, on the other hand, shows a periodic relapse
into catastrophism, or a rekindling of revolutionary hopes broadly
speaking, which is not difficult to relate to difficult moments or
downturns in the business cycle such as the Great Depression and
the Great Recession, the slowdown of growth and stagflation of
the 1970s, and so on. But expectations of radical change are also
intertwined with turning points in political history such as World
War I, the Russian Revolution, the rise and consolidation of fas-
cism, the Vietnam War, and the fall of the Berlin Wall.

We can trace our prophecies back to four typologies, on the
basis of the dynamics and the causal factors that are hypothesized:
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theories of implosion, exhaustion, convergence, and cultural invo-
lution. Theories of implosion, as the name implies, posit that
capitalism will implode, or could implode, because of its eco-
nomic contradictions. These contradictions for Marx were mainly
on the supply side (resulting from overaccumulation); for later
Marxists such as Luxemburg and Sweezy the problem lay instead
on the demand side, and they emphasized the inability of the
market to absorb chronic overproduction. The exhaustion
thesis, by contrast, forecasts that capitalism will die of natural
causes. Both Mill and Keynes thought that it would peacefully
pass away, so to speak, once it had fulfilled its mission to bring
prosperity. Capital accumulation would come to a standstill due
to environmental limits, saturation of material needs, or moral
or civilizational progress. The transition to the new system would
be just as gradual and peaceful. As with the theorists of implo-
sion, for those of convergence technological development was also
the key factor that would lead to overcoming capitalism, but they
saw in the mastery of technology the expression of rationaliza-
tion, a force inherent in the evolution of society. It was this force
that, for a host of authors including Hilferding, Burnham, Gal-
braith, and many others, writing from the early twentieth century
through to the 1960s, was pushing capitalism and its opposite,
that is to say socialism, to increasingly resemble each other. This
view was most popular in the interwar period, when all advanced
economies seemed to be evolving into highly bureaucratic and
regulated systems. Finally, for the cultural involution thesis, cap-
italism has a contradictory nature, yet the contradictions that
threaten its survival do not lie in the economic sphere, as posited
by historical materialism, but in the cultural or political sphere.
For thinkers such as Schumpeter and Bell, bourgeois values
proved to be self-defeating: capitalism was breeding its parasites
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and critics, and the Protestant ethic was being killed by hedonism.
Of course, what for Bell were manifestations of hedonism were
for Marcuse healthy signs of awakening from the oppressive
nightmare of “one-dimensional man.” Habermas superimposed
on the problem of cultural legitimation that of political legitima-
tion, as the higher living standards achieved in the postwar pe-
riod were bringing about higher workers’ claims.

The Limitations of Human Cognition
(and Those of Theory)

This first attempt at conceptualization might help us to discern
some recurring themes in a historical account that has so far priv-
ileged genealogy and the context of ideas. We can now discuss
the first two types of reasons why forecasts fail: cognitive distor-
tions proper and theoretical flaws. Cognitive distortions are
mental traps that lead us to misperceive reality. Their identifica-
tion among other forms of bias in thinking is due to cognitive
psychology. In the early 1970s psychologists found that they played
a significant role in establishing and maintaining the vicious cycle
of various emotional disorders, including depression.!” But the
importance of these limitations in our ability to make well-
founded inferences goes beyond the clinical context, since they
affect all the thinking processes of daily life. Social scientists are
not exceptional human beings and, therefore, they too are sub-
ject to imperfections.

A distortion that plays a key role in social forecasting is over-
generalization, or “the fallacy of defective induction,” to use the
jargon of philosophy, which often goes hand in hand with mag-
nification. Overgeneralizing means drawing broad conclusions
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from insufficient or otherwise inadequate empirical evidence;
magnifying something means, on the other hand, overestimating
its relevance or the likelihood of its evolution into something else.
In our context, these mental processes may result in using the past
as a direct source of information about the future rather than as
a basis for deriving a broader theory that, in turn, will serve to
look beyond the present. Or, again, they may lead one to exag-
gerate the importance of transitory historical events so that they
become irreversible trends. This misinterpretation of short-term
capitalist dynamics (or overreliance on the recent past of capi-
talism), in particular, leads to a hasty diagnosis of terminal ill-
ness. Examples of such fallacies abound, so much so that one can
say that each unfulfilled prophecy is a case of overgeneralization
or magnification. The tendency for capital to concentrate for
Marx, environmental depletion for Mill, the decline of the com-
petitive model and trustification for interwar authors, the strain
on public finances in the 1970s, the influence of bohemian life-
styles and anti-establishment intellectuals at various points in the
twentieth century: these trends either did not continue or did not
have the prognostic meaning attributed to them.

Another common distortion is black-and-white thinking, also
called splitting or dichotomous reasoning. Concerning fore-
casting, it has taken different forms. In the first place, the
prophets of the end of capitalism rarely wonder about what par-
ticular capitalism is going to end. Is it the American, the Swedish,
or the Japanese variety? Competitive capitalism or monopoly cap-
italism? Catastrophists tend to avoid these questions. For them,
all “capitalisms” are black, like Hegel’s famous cows. Just like the
optimists, they see only one form of capitalism spreading
throughout the world: the outcome of this process will have to
be either global triumph or global demise. In the second place,
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in envisaging postcapitalist scenarios, the alternative economic
systems that are supposed to succeed capitalism are typically
imagined in negative terms as what capitalism is not. The dichot-
omous form of the argument is evident in the following exam-
ples, which reflect the dreams of progressive thinkers:

Capitalism will give way to socialism /communism.

Hierarchical social structures will be replaced by
horizontal relations.

Greed will surrender to moral virtuousness.

Social injustice /imperfection will evolve into full-
fledged justice/ perfection.

The same applies, in turn, to the nightmares of conservative
thinkers:

Competition / decentralization will fade into
collusion/ concentration.

Freedom / self-determination will be destroyed by
oppression/ coercion.

The myth that “the oppressed of one epoch are the potential
rulers of the next” is yet another example of black-and-white
thinking. As Dahrendorf notes, in the historical experience the
ruling classes tend, instead, to be superseded by competing élites.
This is what happened when the bourgeoisie, which had emerged
from the feudal social order, took the place of the aristocracy. It
is, therefore, more realistic to expect that the dynamic of oppres-
sors and oppressed will be reproduced in new forms. Since “cap-
ital and labour rose together,” Dahrendorf concludes, “they will

decline or at least stagnate and lose relevance together too.”"!



204 FORETELLING THE END OF CAPITALISM

Among theoretical flaws, the tendency to rely excessively on
machine or evolutionary analogies, whether conscious or not, oc-
cupies pride of place. There is, for sure, nothing wrong with oc-
casional recourse to these analogies. The problem is the belief in
their validity as coherent explanatory frameworks. This easily
leads one to treat capitalism as a machine endowed with an in-
trinsic logic, independent from that of the context in which it op-
erates, or as an organism whose capacity to survive and repro-
duce is conditioned by the efficiency of its metabolism and by the
availability of resources. The opposite defect is idealism. This is
the belief that ideas, especially good ideas, can overcome any ob-
stacle, even when they go against the logic of the operation of so-
cial systems. This faith in the power of ideas may be termed “the
Keynesian vice” and finds a famous expression in the very last
words of Keynes’s General Theory: “Soon or late, it is ideas, not
vested interests, which are dangerous for good or evil.”? It is a
trait that unites élitist thinkers, technocrats, and revolutionaries.

But the most serious theoretical weakness consists in misun-
derstanding culture and its role in shaping economic and social
structures. One way in which this happens is to assume that
values, norms, and beliefs are dependent on the level of material
development achieved. In other words, culture is seen as a con-
tainer whose content is ultimately determined by technological
changes, thus underestimating its ability to resist these changes.
This is the fundamental flaw that undermines Marx’s approach
to forecasting, but we will not deal with it here, as the problem
will receive specific attention in Chapter 6. The other way to mis-
understand culture is to confuse the value structure of a society,
which is characterized by a certain firmness and stability, with
cultural epiphenomena, which include more superficial manifes-
tations or those limited to specific social groups. The counter-
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culture of the 1960s is an example of an epiphenomenon: it in-
troduced significant changes in mores but did not change the core
features of Western cultures, as they had been shaped in modern
times, or erase the differences between these cultures. Similarly,
it is a mistake to overestimate the potential for social change that
the attitudes of particular minorities may have. For instance, the
beliefs of the progressive intellectuals who inspired the New Deal
did not spread to the entire American society, whose WASP core
retained its characteristic individualist and antistatist ethos. Not
by chance, once the wartime emergency was over, and despite
President Johnson’s ringing promises of a “Great Society,” the
New Deal did not evolve into a modern welfare state, and from
the 1970s onward progressive social policies were reversed.!®

Cognitive distortions and theoretical flaws are most of the time
combined, so much so that in practice it is difficult to disentangle
the responsibility of the former from that of the latter in the failure
of the forecasts. But there is a third factor that operates at an even
deeper level in conditioning those who engage in charting the
future, and this has to do with a more general mental disposition
that has accompanied forecasters since their advent two centu-
ries ago.

The Blurred Line between Forecasting and Utopia

The dichotomous structure of prophetic reasoning, contrasting
an undesirable state of the world with an ideal state of the world,
already warrants some investigation of the relationship between
forecasting and utopia. What is a utopia? Any univocal definition
seems to be impossible, and among students of this genre dis-
agreement is the order of the day, attesting on the one hand to
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the complexity of human ideation and its aims, and on the other
to the fact that drawing a line between what is or is not utopia
can imply a value judgment." Indeed, in common parlance, we
are accustomed to calling utopia something that is utterly unat-
tainable. The expression “this is utopian” means “this is a pious
wish.” This semantic transformation came into being in modern
times as a result of our awareness that social evolution takes place
at a pace and in ways that are difficult to subvert with an act of
will or by appealing to persuasion. Historically, utopia is simply
the representation of an ideal society: a counter-reality obtained
by purifying the reality in which one lives of all the aspects that
one does not like: a eu-topia, or a “good place.” More often than
not, this is contemplative in character, its only aims being to
convey one’s disappointment with the real world and point to an
ideal alternative. As Karl Mannheim observed, a utopia is really
such when it challenges the existing order of things.”® In this
sense, one can say that it is “an invitation to perceive the distance
between things as they are and things as they should be.”’ More
rarely, we come across dystopia, that is, the vision of an unwanted,
undesirable, or frightening society: a sort of daydreaming night-
mare.”” But the description of alternatives conceived to be put into
practice can just as well be defined as utopia, in the original sense
of the term. Utopian thinkers show a variable degree of confi-
dence in the prospect that their visions can be translated into
reality.®

When, conversely, we use the term “utopia” in its modern and
more common meaning, we necessarily clash with the fact that
the boundary of the possible is uncertain: utopia reveals itself as
such only ex post. So we call utopia the agenda of the Diggers
during the English Civil War but not that of Fidel Castro on the
eve of the Cuban Revolution. And for purely theoretical construc-
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tions, which were not meant to be tested against reality, our sub-
jective evaluation becomes the only yardstick of classification.
Whatever the sense in which one understands the concept of
utopia, one sees that social forecasting and utopia are two dif-
ferent things. Nevertheless, I believe that there may be a point in
exploring their connections. The overlap between the two notions
is, apparently, minimal and trivial. Both prophesizing the advent
of a new society and drawing up a new society are ways of imag-
ining alternatives to the present situation. Besides, these imagined
worlds are seldom realized. The fundamental difference, however,
lies in the expectations that accompany the formulation of such
alternatives. While, with forecasts, it is believed that they will
come true, with utopia this is not necessarily the case. Utopia may
well be a mere exercise of the imagination, admittedly so. Also,
there is one element that is inherent in forecasting but not neces-
sarily in utopian thinking: alternatives are located in the future.
But more interesting connections begin to emerge as soon as we
leave the terrain of definitions and observe how speculative ex-
ercises have been concretely practiced. There are, in fact, two
striking similarities. The first, as mentioned above, is that the re-
sult of both processes seems to be the ideation of a world that is
the exact opposite of the current one. The second is that the deep
motivations behind the production of utopias and dystopias are
the same that drive forecasting: desire on the one hand, and fear
on the other. Following this lead, we will come to some unex-
pected conclusions.

In Search of Perfection

Around 380 BC, about twenty-two centuries before the emergence
of social forecasting, utopias already existed. Plato is considered
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the father of utopias in the Western tradition. He represented
three ideal cities, one in the Republic and two in his later work,
the Laws. But on closer inspection these cities are only two: Kal-
lipolis and Magnesia. Kallipolis, the most famous, is described
in the Republic. Plato writes of a city ruled by philosophers where
the upper strata share their living facilities and goods. Even blood
ties have been unraveled within this élite to ensure that its con-
duct is not polluted by special interests: the family is abolished
and children are raised communally.” One should not speak of
communism for the arrangements envisaged in the Republic but
rather of the communality of property, since this does not involve
the means of production.?” Moreover, the subsistence of the ruling
élite is made possible by farmers and craftsmen who produce
foodstufts and other goods under the customary regime of pri-
vate ownership. However, apart from creating an archetype that
would be taken up by later authors, Plato’s utopia has little to do
with modern utopias, which are born as a reaction to perceived
social injustice.” For Plato, justice is achieved when each member
of society performs the function that nature has assigned to
them.?? Everyone must contribute to the harmony of the commu-
nity according to their own inclinations. Plato, in short, disputes
irrationality in human institutions, not the natural order. In his
society, which is a hierarchical body made up of interdependent
parts, there is no place for privilege or the abuse of power, nor
for the undue aspiration of anyone to a role that does not belong
to them. It is true that both excessive wealth and poverty are
banned from the city, but this is mainly because they would com-
promise its internal stability and loosen its defenses.?

Did Plato think his model of society could ever be realized?
Probably not. The model had to be exemplary, to show a direction,
even with the awareness that the goal was unattainable.?* Not by
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chance, in the Laws he reiterates that this type of city is only suit-

”25 Humans have to settle for

able for “gods or children of gods.
the second-best city, Magnesia. In Magnesia, Plato gives up com-
munality for a fair distribution of ownership, apparently ex-
tended to the entire polity. But the fact is, the boundaries of the
polity have narrowed. Those who perform economic functions
are no longer citizens: farmers are slaves, and craftsmen are for-
eigners, long-term residents of the city.?® Plato’s discussion of the
distribution of property and wealth, therefore, boils down to the
search for an optimal regime that might ensure what he thought
should be the good life of the élite.

These qualifications were not enough to spare Plato’s utopia
from the criticism of his great pupil, Aristotle. In the Politics he
misrepresented, perhaps intentionally, Plato’s views, attributing
to him the intention to establish a regime of integral communism
to achieve “the fullest possible unity of the entire state.”*” Aris-
totle objected to this project by saying that unity is only possible
in diversity. Where one has eliminated differences and achieved
complete homogeneity, one no longer has a state. What Aristotle
did not like was, in short, Plato’s organicist inclinations (some
would say totalitarian inclinations, falling into obvious anachro-
nism). After lambasting them, Aristotle engaged in a defense of
private property that, in the later history of ideas, would be used
as a key argument against any proposal to abolish it: “Property
that is common to the greatest number of owners receives the
least attention; men care most for their private possessions, and
for what they own in common less, or only so far as it falls to their
own individual share; for in addition to the other reasons, they
think less of it on the ground that someone else is thinking about
it, just as in household service a large number of domestics some-

times give worse attendance than a smaller number.”?
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Aristotle’s criticism, beyond its instrumental character, brings
us back to reality. It gives us a sense of how Plato’s proposal,
though restricted to a subset of the population, must have sounded
alarming in fourth-century BC Greek society. How could one
think of breaking blood ties to build a totally artificial social
order? This sounded even more shocking than the envisaged
property arrangements. As for the latter, Aristotle thought, it was
far preferable to have a system that would provide for possessions
to be privately owned but used in common, following the example
of Sparta. This would have reconciled the public interest and the
imperative of reciprocity with the “universal feeling of love for
oneself” of which private property is an expression and which,

for Aristotle, is a “natural instinct.”?°

Utopia as Social Criticism

The modern history of utopia, and the very term that designates
it, originate with Thomas More (1478-1535). It is with him that
utopia became an exercise in social criticism. In England, More
witnessed the end of feudal society and the birth of bourgeois so-
ciety. It was not yet a capitalist society, but a society where the
embryo of capitalism was certainly present. Farming was no
longer merely oriented to consumption but increasingly to profit,
and this precocious expansion of the sphere of market exchange
went hand in hand with the growth of monetary circulation and
financial activities. In Utopia More recounts how he came across
Raphael Hythloday, a Portuguese citizen who, eager to know the
world, had joined Amerigo Vespucci on his travels. After crossing
the equator, Hythloday had reached an exceptionally well-run
country, the island of Utopia. But in Greek, More’s favorite lan-
guage, ou-topia means “nowhere”; and, indeed, the description of
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this non-place is accompanied by other amusing details, such as
the fact that it is crossed by a non-river, Anyder. In many ways,
Utopia is an anti-England in the Southern Hemisphere. The de-
scription of this imaginary place, however, is postponed to the
second part of the book. In the first, More puts into Hythloday’s
mouth a long and merciless denunciation of the evils of the
English, and more generally the European, society of the time,
so that the contrast with More’s ideal model stands out even
more starkly.

“Your sheep,” Hythloday begins, “that commonly are so meek
and eat so little; now, as I hear, they have become so greedy and
fierce that they devour human beings themselves. . . . The nobility
and gentry, yes, and even a good many abbots—holy men—are
not content with the old rents that the land yielded to their pre-
decessors. Living in idleness and luxury without doing society
any good no longer satisfies them; they have to do positive harm.
For they leave no land free for the plough: they enclose every acre
for pasture.”*” So it happens that “one greedy, insatiable glutton . . .
may enclose thousands of acres within a single fence.” Peasants
are ejected from their cottages and dispossessed from their small
plots, or they are vexed until they are persuaded to sell them for
a handful of money. Once unemployed, they cannot turn them-
selves into shepherds, as cattle rearing requires far fewer hands
than agriculture. They cannot even think of becoming cloth pro-
ducers because the oligopoly (More’s own coinage) of the wool
trade keeps the prices of raw material high. All they are left with
is vagrancy and thieving. At that point the law pounces on them
with jail and the gallows.

More the idealist is inclined to think that the definitive cure
for these evils can only come from the adoption of an antithet-
ical model, which is based on the institutions of the Utopians.



212 FORETELLING THE END OF CAPITALISM

Utopia is a communist polity. In addition to the lack of private
ownership, it has a number of distinctive features, such as the
planning of production (which is, of course, predominantly ag-
ricultural) and distribution according to need. There is no circu-
lation of money within the state, so that accumulation of wealth
is made impossible. Having got rid of parasitic classes and un-
necessary consumption, the Utopians are able to produce every-
thing they need by working only six hours a day. In their free
time, they devote themselves to intellectual activities or to culti-
vating a craft of their choice. The compliance of citizens with the
aims of the state is ensured by a mix of controls and incentives to
behave in a virtuous manner. This aspect is noteworthy, as the
Utopian society is not anarchic but meticulously regulated by the
public hand, which also ensures a wide range of services, from
education to centralized health care. It is also important to note
that More’s gaze is not on the past, on a mythical golden age. The
technical possibilities of the Utopian society are entirely compat-
ible with the standards of his time.

The rationale for the communist organization of the polity is
provided by Hythloday: “The one and only path to the public wel-
fare,” he says, “lies through equal allocation of goods. I doubt
whether such equality can ever be achieved where property be-
longs to individuals. However abundant goods may be, when
everyone, by whatever pretexts, tries to scrape together for him-
self as much as he can, a handful of men end up sharing the whole
pile, and the rest are left in poverty.” Of course, one might con-
sider introducing laws that prevent concentration of income and
wealth, or the access of the rich alone to public offices, but these
would amount to mere makeshift solutions. “Laws of this sort,”
Hythloday goes on, “may have as much effect as poultices con-
tinually applied to sick bodies that are past cure. The social evils
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I mentioned may be alleviated and their effects mitigated for a
while, but so long as private property remains, there is no hope
at all of effecting a cure and restoring society to good health.”*?

More the realist is aware of the radical nature of the Utopian
alternative. He knows that it represents an unachievable ideal, as
is evident in his statement that “in the Utopian commonwealth
there are very many features that in our own societies I would
wish rather than expect to see.”* That is perhaps why he chooses
to present it in the form of a dialogue. In this way, More leaves it
to his main interlocutor to praise the virtues of the life of the Uto-
pians and reserves for himself the part of the sympathetic, if
skeptical, listener. Here and there other people intervene, such as
the despicable lawyer who defends English institutions to the
bitter end, and the open-minded Cardinal Morton, More’s old pa-
tron, who suggests a pragmatic approach to reform. For example,
in the face of the proposal to abolish the death penalty for thieves,
and replace this cruel and unnecessary punishment with a pro-
gram of reeducation, the lawyer objects that “such a system could
never be established in England without putting the common-
wealth in serious peril.” But the Cardinal replies: “It is not easy
to guess whether this scheme would work well or not, since it has
never been tried.”*

As it is not always easy to determine where More really stands,
modern commentators have given various interpretations of his
point of view, particularly with regard to the possibility of inter-
vening in reality to change it.* If it is true that More, on several
occasions, incites Hythloday to put himself at the service of a
king, as an adviser, it is equally true that he gives him good rea-
sons not to do so. Kings, More explains, are interested in in-
creasing their power through war, not in good government; they
surround themselves with opportunistic and servile advisers; one
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cannot tell them the truth without losing their favor, and so on.
Should we then read Utopia as the outburst of a man who, having
abandoned any hope of change, had embraced radical pessi-
mism?*® Looking at his biography, it is difficult to subscribe to
this interpretation either. Utopia was published in 1516, when
More was starting his political ascent. His rise to the court of
Henry VIII would continue uninterrupted until his appointment
as Lord Chancellor in 1529. If, through dialogue with his alter ego
Hythloday, he gave voice to his idealism on the one hand, and to
his disenchantment on the other, he did not seem, however, to
think that nothing could be done to improve things. Perhaps the
most authentic More emerges from these words: “If you cannot
pluck up bad ideas by the root, or cure long-standing evils to your
heart’s content, you must not therefore abandon the common-
wealth. Don’t give up the ship in a storm because you cannot
hold back the winds. . . . Instead, by an indirect approach, you
must strive and struggle as best you can to handle everything
tactfully—and thus what you cannot turn to good, you may at

least make as little bad as possible.”?’

The Birth Pangs of Modernity

A different model of utopia was proposed at the beginning of the
seventeenth century by the Calabrian monk Tommaso Campa-
nella.’® Needless to say, Campanella did not experience the same
reality as More. Although he wrote at a later time, he did not have
before him a society in which the slightest element of the future
capitalist system was present, but a society that was still fully
feudal. In southern Italy at the time, a corrupt and absent state
left room for daily struggles between rival noble clans and poten-
tates, which often ended in bloodshed. A depraved clergy took
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advantage of their privileges to commit wicked deeds, while the
peasants, subject to abuse and vexation, lived in poverty. In 1599,
convinced that prophecies and astrological conjunctions pointed
to imminent epochal upheavals, Campanella organized an insur-
rection to drive the Spaniards out of Calabria and establish a
communist and theocratic republic. Tried in Naples, he pretended
to be mad to escape a death sentence. He spent the next twenty-
seven years in prison, where he wrote his main philosophical and
political works, including The City of the Sun (1602), a treatise
once again in the form of a dialogue.

At first glance, this work may appear to be a not particularly
original repetition of previous models. This is what American so-
ciologist Lewis Mumford concluded, dismissing it as “a sort of
picture puzzle put together out of fragments from Plato and
More.”* But it would be a serious mistake to allow oneself to be
distracted by these formal aspects. In fact, Campanella closes the
door of the Renaissance and leaves behind the humanist devo-
tion to the ancients as much as the remnants of medieval reli-
giousness. He is not a religious millenarian like Thomas Miintzer
or Gerrard Winstanley. In his writings one finds that strange, ex-
plosive blend of natural philosophy and magic that prepares one
for the scientific revolution. For Campanella, in essence, corrup-
tion stems from society’s departure from natural institutions,
which need to be restored. The theocratic republic is the means
to achieve this. Christianity, once purified of the abuses of dogma,
will work well as a state ideology, being the best expression of
natural religion.

Campanella extends Plato’s property regime, as well as the dis-
solution of family ties, to the entire society. These are closely
related aspects because private property, the root of injustice, is
said to originate from familism, just like self-love: “For in order
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to increase the wealth or dignity of his offspring or leave him
heir to his goods,” Campanella writes, “every man becomes pub-
licly rapacious . . ., or avaricious, deceitful, and hypocritical. . . .
When self-love is destroyed, only concern for the community
remains.”*” Aristotle’s objection that in a communist society
people would not look after common goods is mentioned in
order to be decisively rejected. Nor should one fear that people
would lose the incentive to work and indulge in free riding. The
Solarians, we are told, work out of love for the city, not self-
interest. Furthermore, since nobody is exempted from work, the
individual workload is reduced, which makes possible a working
day of just four hours."!

Unlike More, Campanella is determined to turn his vision into
a political plan. Indeed, he tried. But even if he had succeeded,
the plan could have resulted, at most, in the foundation of a kind
of Mount Athos or autonomous polity. Campanella always swung
between extreme localism and extreme universalism without
finding an intermediate dimension that could give his project a
real historical relevance. While with one hand he wrote The City
of the Sun, with the other he called for a universal monarchy
under the guidance of the Pope or a Christian king, a histrionic
move largely explained by his anxiety to be released from prison.*?

We are undoubtedly a long way from the first action utopia of
modernity, that of Francois-Noél Babeuf, which took shape
during the years of the French Revolution. It consisted of the blue-
print for a coup that would have turned France into a commu-
nist republic. Babeuf and his associates wanted to overthrow the
Directorate, which represented the hated rule of the bourgeoisie,
and install in its place a provisional dictatorship that would lay
the foundations of a polity no longer based on formal equality but
on real or perfect equality. The plot was foiled, and Babeuf lost
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his head. But the Conspiracy of the Equals and its famous “Man-
ifesto” (1796) created an influential precedent in the history of
socialism.*

The gulf that divides Campanella from Babeuf is obviously the
Enlightenment—not Enlightenment thinking in general, but one
of its core elements, namely, rationalism. Eighteenth-century uto-
pias, in fact, even when exclusively contemplative, are rational
utopias. The notions of justice that inform Morelly’s and Jean-
Jacques Rousseau’s representations of the ideal state no longer
have anything to do with a supposed cosmological order to which
human society should conform but are derived directly from
reason. For Rousseau, inequality is unreasonable, even though he
is aware that the state of nature—a state of complete freedom from
domination and need—has never existed. It is a useful fiction that
points to the goal that a society led by reason should aim for. The
Discourse on Inequality (1755) should perhaps be read in reverse,
from back to front, to get to Rousseau’s utopian end, which is the
subject of The Social Contract (1762).** By stripping the existing
society of its useless frills and hypocrisy, and by relieving it of the
institutional scaffolding that it has erected to legitimize the abuse
of the weakest by the strongest, it is possible to derive the condi-
tions that would make it possible to reestablish social coexistence
on a new basis. That this knowledge could actually be used to
change society is, however, something on which Rousseau had
reservations. He thought it might be possible to prevent society’s
turther degeneration, both by adopting progressive tax measures
and by making the legitimate enjoyment of private property sub-
ject to the public interest, but not to restore the golden age.*> The
next best possibility could be found in places like Corsica (for
which Rousseau wrote a draft constitution, in the hope that
it would preserve its traditional institutions) or in imaginary
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locations such as the alpine village of Clarens described in
Nouvelle Héloise.* One could take refuge there or find solace in
the thought that, after all, Geneva was still far from the corrup-
tion of Paris.

Rousseau’s contemporary Morelly was more radical in imag-
ining his ideal commonwealth, advocating the total eradication
of private property as the main means of achieving the morality
inscribed in human reason.*’” In a way, his is the last of the pre-
modern utopias, being a recipe for establishing communism in
an agrarian and essentially noncapitalist society, where the main
enemy to be defeated was not the bourgeoisie, which was still
struggling to establish itself, but the landed aristocracy. Yet the
Code of Nature (1755) can rightfully claim its place among the
modern utopias as well, because it is concerned with economic
relations. Campanella had raised the question of property in con-
nection with other issues, such as his plans for the education of
citizens and the dissolution of the family. His central problem was
the government of the city, entrusted to the “Metaphysician” and
his three “collateral princes.”*® Morelly, by contrast, could not
care less about the form of government: he looked instead at the
substance of power relations.*” He turned the economy into the
key to understanding reality and to changing it. His Code is
ready for use, but that does not mean he expected it to be applied
right away. In this respect, the preamble is very clear: “I outline
this draft law in the form of an appendix, and as a supplement,
because unfortunately it is far too true that it would be impos-
sible, in our days, to form such a republic.”® But all these utopias—
Rousseau’s and Morelly’s, as well as Babeuf’s revolutionary
dream—are static utopias, being imagined for a world dominated
by scarcity. They lack a fundamental ingredient, which is also an
offspring of the Enlightenment but only began to emerge in the
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last quarter of the century—the idea of progress. When this be-
came embedded in the mind-set of European intellectuals,
utopia ceased to be such, or maybe not.

Metamorphosis

Marx and Engels would have disagreed with the rather flexible
definition of utopia I suggested earlier. For them, utopia was a
very specific thing. Utopia resulted from an error of assessment
concerning the forces that move history. The mistake may depend
on having the wrong theory or, more often, on not having one at
all. It is this latter case that Engels had in mind when he wrote
that the utopian socialists built the image of the ideal society “out
of their own heads.” Even the modern historiography inspired by
Marxism tends to read preindustrial and early industrial utopias
in this way. The hopes of Jacobins such as Robespierre and Saint-
Just in the advent of a society of small independent producers
were misplaced, these historians say, because they ignored capi-
talism’s tendency to concentrate the means of production. Even
if their petty-bourgeois utopia had been realized, it would have
been doomed to fall apart in a short time. Utopian thinkers de-
luded themselves that they could “stop history.””! Marx and En-
gels were willing to forgive those who preceded them because they
recognized that, before the full development of capitalism, its laws
of motion could hardly be identified. But both were convinced
that, in the middle of the nineteenth century, utopia could no
longer be excused: it was now unacceptable because those laws
were known.** No doubt the utopian and the social-scientific ways
of theorizing the future of society belong to different epochs. In-
deed, in the second half of the century, utopia departs from po-
litical philosophy and turns into literary fiction. Among the last
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philosophical utopias is probably Etienne Cabet’s Travels in Icaria
(1840), influenced to some extent by Owenite ideas.” Unlike uto-
pias, and regardless of the approach, all classical social theories
have in common the identification of a principle that explains so-
ciety’s evolution. For Marx this principle is the dialectic of pro-
ductive forces and the relations of production, for Durkheim it is
the division of labor, for Weber rationalization, and so on. But the
Marxian critique of utopia can be turned on its head: if a theory
of history, built on so-called scientific bases, were wrong, it too
would be utopian.

In one way or another, many think that the continuity between
utopian socialism and Marxian socialism goes beyond the dec-
larations of Marx and Engels. The problem has attracted the at-
tention of several scholars, but it has not always been put in the
right way. The authors of an influential, if highly idiosyncratic,
history of utopian thought issue in this regard an irrevocable ver-
dict: “Marx combined the underthought of German philosophy
in its Hegelian version with the rhetoric of the French utopians . . .
and with the rational argumentation of English economists
amended and presented as science to give solidity to the whole
structure.”* Historical materialism, in short, would be just an im-
posture. This is, indeed, an extreme position. More scholars
have observed the existence of a supposed non sequitur between
the Marxian theory of capitalist downfall and the prophecy of
what would follow. The former would have a nonutopian char-
acter, while the latter would show a relapse into old-style utopian
thinking. While the analysis leading to the prophecy of the end
of capitalism is thought to result from the application of some sci-
entific method, however questionable, the thesis of the advent of
socialism is supposedly the product of unrestrained utopian
imagination.” So too is the description of the various stages of



WANDERINGS OF THE PREDICTIVE MIND 221

the dictatorship of the proletariat, the classless society, and the
withering away of the state, not to mention the anticipated end
of the division of labor that would leave one free to “hunt in the
morning, fish in the afternoon, rear cattle in the evening, criti-
cise after dinner . . . without ever becoming hunter, fisherman,
shepherd or critic.”® In fact, although the images of these stages
of postcapitalist development are vague, it does not seem to me
possible to argue that they do not follow with logical necessity
from Marx’s analysis of the forces that lead to the collapse of cap-
italism. That the overcoming of capitalism goes in the direction
of socialism is inscribed in the very reasons that cause the crisis
of capitalism. The centralization of the means of production and
the socialization of labor are at the heart of this crisis and its
theory. In the new society, classes are destined to disappear
because this society will be based on cooperation, which is re-
quired by the development of productive forces, and no longer
on antagonism. As for the state, for Marx it is an instrument of
coercion set up by the ruling classes. It is clear that, in the ab-
sence of the ruling classes, it will no longer have any reason to
exist. Its presence will only be transitory and justified by the need
to bring the revolution to completion. One can obviously ques-
tion whether these logical steps are rigorous or, on the contrary,
loose. There are valid reasons for charging Marx with blatant de-
terminism at each of these steps, and hence undermining the
soundness of his construction. But to point out these flaws is to
treat Marxian theory as social theory, not as utopia. Certainly, it
is difficult to deny that, to describe the postcapitalist afterlife,
Marx and Engels drew heavily on the repertoire of earlier socialist
writers, who were by definition utopian. So, to give but a few ex-
amples, the dictatorship of the proletariat and the withering
away of the state are reminiscent of Babeuf and the Blanquists
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concerning the former, and Saint-Simon concerning the latter. As
for the shorter working day, it had been a trope of utopian writing
since the sixteenth century. However, in the appropriation that
Marx and Engels make of all these concepts, they are changed and
adapted to “scientific” theory. Thus, what makes it possible to
work less and set time free for one’s self-realization, hence re-
versing alienation, is not just the fact that everybody works, but
the development of productive forces.

The utopian element in Marx lies elsewhere and operates be-
yond his intentions. Marx’s utopia is not a content utopia but a
methodological utopia: it lies in the very search for a law of so-
cial evolution. The desire to see capitalism collapse, and to see
communism take its place, led him to overlook the multiple di-
rections in which each of the processes he described was suscep-
tible to development. This blindness in the face of the causal
complexity that characterizes history, and the continuous bifur-
cations that historical change displays, operates both at the level
of the analysis of capitalist dynamics and in the outline of subse-
quent scenarios. So it happens that, in the century of scientific
optimism, utopia, driven out the door, returned through the
window. Let us then summarize the main steps leading from
Condorcet to Marx. Historical development made intelligible the
laws of social evolution that were supposed to unfold according
to iron necessity. Suddenly, all the old paraphernalia of philo-
sophical speculation (the state of nature, the ideal society, the
social contract, and so on) appeared to be obsolete and useless.
Why should we make conjectural abstractions to explain the or-
igin of social problems or try to solve them, nineteenth-century
prophets thought, when we can understand the logic of history,
and find in it the answers to our questions? Is it not perhaps true
that the golden age is not behind us but before us? What they did
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not realize, however, is that this argument is based on a belief—a
belief in progress—that is not much more scientific than the be-
liefs of premodern thinkers.

Before addressing this point, and thus going to the heart of the
problem of what undermines much of the social forecasting of the
last two centuries, I would like to draw attention to a fact in sup-
port of what has just been argued. Forecasting and utopia, as I
have shown, are two alternative, rather than complementary, ways
of imagining social change, which is reflected in their general
non-coexistence in time. However, if philosophical utopia dis-
appears from circulation in the mid-nineteenth century, it is
important to note that it does not disappear forever but only until
the second half of the twentieth century. In these roughly one
hundred years, the benchmark with which anyone who wished
to think about the future had to measure themselves, whether or
not one subscribed to it, was the theory of scientific socialism.
During the reign of social forecasting, both Marxist and anti-
Marxist, only pale evocations of the utopian genre survived, lit-
erary fictions like those of Bellamy and Morris, which we talked
about in connection with the Victorian imagination. These are
not, of course, mere escapist fantasies, but they cannot be read
either as forms of political theorization, as they were not even so
in the eyes of their authors. And next to them, in the new century,
the equally literary dystopias of Yevgeny Zamyatin, Aldous
Huxley, and Orwell flourished, which warned against the totali-
tarian degeneration of socialism or the dangers of the technolog-
ical society.”” These, too, are remarkable novels but still fictional
works.”® But the twentieth century has a twist in store. As soon
as faith in the iron laws of historical development was lost, utopia
returned to occupy the scene of political thought. At a certain
point the bond that held together the sociological imagination
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and belief in progress was broken. So one could return to imagine
a different world, and imagine it freely. In fact, according to some,
this needed to be done.

The pioneer on this road was Marcuse, especially in his later
years. In 1967 he proclaimed that “the so-called utopian possibili-
ties are not at all utopian but rather the determinate socio-
historical negation of what exists,” calling for a vigorous opposi-
tion to “the forces that hinder and deny them.”*® For Marcuse, as
we have already observed, this required an organized and rational
effort. We are still far from the postmodern exaltation that only
a few years later Gilles Deleuze and Félix Guattari felt about
schizophrenia as an example that radical politics should follow
to fight, and ultimately destroy, the “insane” rationality of capi-
talist oppression.®® After the collapse of actually existing so-
cialism, the return of utopia was even more frank: this time we
are talking about genuine utopia, aware of its own futility, but as-
signed the function of keeping hope alive. In the impenetrable
mists of ideological conformism, the longing for utopia appeared
to be the only possible form of speculation. “The consolidation
of the emergent world market,” wrote Fredric Jameson as late as
2005, “can eventually be expected to allow new forms of political
agency to develop. In the meantime, . . . there is no alternative to
Utopia, and late capitalism seems to have no natural enemies.”®!
On the other hand, in the aftermath of the Great Recession, the
invocation of utopia has reverted once again to the envisaging of
concrete, action utopias, defined as “realistic” or even “practical”
by their proponents. Sometimes these oxymorons denote grand
plans that it is thought might be implemented through persua-
sion and activism (not immediately, one takes care to specify, but
in an indefinite long term).®* At other times, such notions refer
to a combination of small-scale experiments “showing the way”
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and support for traditional reformist strategies.®> Many of these
ideas had been around for several years, unknown to most, and
the crisis brought them out of their intellectual niches. Finally,
since actions need strong motivations, intellectual operations
such as Alain Badiou’s “hyper-translation” of Plato’s Republic (a
text that, in truth, has very little to do with Plato) have come to
the aid of the Occupy movement and its later reincarnations. If
materialism has failed, Badiou must have thought, one might as
well return to claiming the primacy of ideas.®*

Progress and Its Delusions

The entire history of social forecasting and its mistakes is inter-
twined with faith in progress. Marx saw history as a succession
of steps toward the improvement of the human condition: from
slavery to feudalism, from feudalism to capitalism, from capi-
talism to socialism, from socialism to communism. There is no
original state from which the fall occurred, nor a natural good-
ness of mankind then corrupted by institutions. Mankind is built
over time. The apex of this formative process (which the Germans
would call Bildung) is the acquisition of class consciousness,
which is required by the proletariat for its emancipation. The
image of the emancipation of the proletariat encompasses all the
previous phases, and is the very essence of progress. Mill had a
less prosaic view. He saw progress as being, above all, a moral fact,
although he assumed that civilization could only advance when
satisfactory material conditions had been reached. Moreover, al-
though Mill was influenced by Auguste Comte, the high priest
of French positivism, the primacy he assigned to intellectual be-
liefs as the engine of history made him more cautious in accepting
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the idea that evolution was subject to the operation of an iron
Mechanism. The intellect remained for him the “steersman” of
the ship of historys; it gave humans the power to shape their own
future.®> Even Keynes seems to be still part of this world domi-
nated by optimism about the human condition, in spite of his re-
jection of many Victorian beliefs.® But in Keynes the idea of
progress as human improvement coexists with another idea of
progress: that of evolution toward increasingly rational economic
formations. This idea of progress as rationalization dominated the
interwar period and found its expression in various theories of
convergence. All of them had in common the certainty that
the anarchy of the market was to give way to a more rational
order. Whether or not to call this order socialism was, as Schum-
peter noted (see Chapter 2), essentially a “matter of taste and
terminology.”

In the postwar period, where actually existing socialism had
not imposed itself, faith in progress took the form of a commit-
ment to the rational organization of economic and social life for
the achievement of a perfect society, as theorized by the Swedish
social welfare architects, or at least of a society free from the evils
of capitalism, as pursued by their British counterparts. These ex-
periments were supported not only by the conviction that the ap-
plication of reason allowed freedom to be combined with justice;
there was also a philosophy of history that suggested a tendency
of society to evolve toward reason. Thus, for example, in Citizen-
ship and Social Class (1950), one of the manifestos of this way of
thinking, British theorist T. H. Marshall celebrated the expansion
of rights from the civil to the economic and social sphere. The
eighteenth-century civil rights movement for personal liberty,
freedom of speech and thought, and private ownership had cre-
ated the conditions for the nineteenth-century struggle for the
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rights of political participation. Representative democracy, in
turn, was the premise for the twentieth-century quest for social
rights, or universal rights to welfare. Finally, the recognition of
this deeper sphere of substantive rights now promised to erase
class differences.®” In those years of unshakable certainties, only
Adorno and Horkheimer acted as a counterpoint, while Marcuse
hung between resignation and hope.

Where does this idea of progress, in which Rousseau’s contem-
poraries still did not believe, come from? To begin with, the
modern notion of progress has two variants, although the differ-
ences between them should not be exaggerated. In the first
variant, progress tends to be unlimited; in the second, it is final-
istic and has an end point. The first is associated with Condorcet,
Saint-Simon, and Comte. It was this idea that Herbert Spencer
tried to renew by grounding it in Darwin’s theory of natural se-
lection. The second is associated with Hegel, Marx, and Fuku-
yama. The former developed in connection with rationalism and
positivism, the latter with idealism and dialectical materialism.
Both were born of the fracture brought about by the French Rev-
olution, apart from the anticipations given by precocious minds
such as Turgot, Kant, and Herder.®® This distinction, however, is
valid only in theory, because in practice there are transversal in-
fluences. Marx’s ideas, for example, are indebted to the French so-
cialists almost as much as they are to the Hegelians. Despite
being largely unacknowledged by Marx himself, the influence of
Saint-Simon is particularly strong. What do Saint-Simon—the
father of modern technocracy, the friend of Parisian bankers—and
Marx have in common? In the first place, the conviction that the
human race evolves through stages and the commitment to the
search for laws of motion: in other words, the idea that social evo-
lution can be made the subject of science. Moreover, they both



228 FORETELLING THE END OF CAPITALISM

thought that the engine of this process was located more in the
socioeconomic structure than in ideal or moral circumstances;
and, hence, that its effects too should be measured in material
terms. Thus, with Saint-Simon, the idea made headway that pro-
gress was not simply the “progress of the human mind,” a se-
quence of epochs of the esprit.*®

Condorcet’s late eighteenth-century narrative of the epochs of
the progress of reason, via Saint-Simon and Comte, was reformu-
lated in the stage theories of the nineteenth century, and the
latter were turned into the theories of social modernization and
economic development of the twentieth century. On the other
side, Hegel’s dialectic ceased to be a reactionary instrument once
in the hands of the Hegelian Left, and in Marx’s hands it was de-
finitively deprived of any residual idealism. It was thus ready to
become the basis of the modern class struggle, the framework that
was supposed to explain how the improvement of the human con-
dition would emerge from conflict. Still alive in 1968, the myth
of progress, in whatever form, faltered during the 1970s, entering
into a profound crisis. The end of the postwar boom, the failure
of development plans for the Third World, the awareness of limits
to growth in the West, the early signs of crisis in the Soviet system,
and the theocratic backlash in Iran contributed to the sea change.
In this climate of growing doubt, the new postmodernist thinking
confusingly proclaimed the end of “grand narratives.””® But the
myth of progress returned to occupy center stage in the early
1990s, on a wave of post-Cold War triumphalism, to retreat once
again in the 2000s, a decade plagued by terrorism, war, and ulti-
mately financial disaster.” In the years since then, the focus on
mounting inequality, global warming, and the rebirth of nation-
alism has further stoked feelings of skepticism.
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The link between progress and forecasting is straightforward.
When one begins to believe that the stages of history unfold ac-
cording to a precise order and concatenation, one is encouraged
to turn an eye to the future: not necessarily to get lost in specula-
tion about the details of what will happen—an attitude that those
who claim to practice the scientific method may well disdainfully
reject—but only to the point of guessing where the process will
lead, what will be the outcome of current trends.”> As Robert
Nisbet writes, “One of the more interesting legacies of the idea of
progress of old is the great vogue of what is called futurism or fu-
turology. It too is inseparable from a foundation of imagined
progress from past to present to future.” He does not see a great
difference whether futurism relies on computer technology or in-
stead on the mere power of the intellect. What matters is the
underlying principle: “seizing upon some seemingly dominant as-
pect of the present and then projecting it into the future.””

It seems clear that both the belief that capitalism will thrive
indefinitely due to its supposed perfection and the opposite be-
lief that it will evolve into socialism due to its supposed imper-
fections are deeply rooted in the Enlightenment mind-set. The
same applies to the view that capitalism’s problems can be fixed
once and for all by means of social engineering. Throughout the
past two centuries, the Enlightenment’s promise of progress has
continued to shape the public imagination in spite of the decep-
tions, disappointments, and tragic consequences of modernity.
Has the idea of progress proved to be so persistent because it ap-
peals to the human capacity to aspire, as Ernst Bloch concluded
in addressing what for him was the ubiquity of utopia?”* I do not
think so. This idea is too historically specific to allow one to
trace it back to a supposed universal. Like its genesis, its long
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persistence was largely a consequence of the fact that modern
society is steeped in the myth of technique.

At the beginning of the twentieth century, only an anarchist
like Georges Sorel could depict progress as a superstructure, an
ideology that served the interests of the bourgeois state. “One of
the tasks of contemporary socialism,” he wrote, “is to demolish
this superstructure of conventional lies and to destroy the
prestige still accorded to the ‘metaphysics’ of the men who vul-
garize the vulgarization of the eighteenth century.””> Words that
at the time fell on deaf ears. But a formidable blow to this meta-
physics came from the totalitarianisms of the interwar period,
to begin with, Nazism. How could one believe that humanity
advances from darkness into light while the world was sinking
into the abyss? Nor could one have faith in the salvific power of
Marxism when Stalin had become its supreme interpreter. What
more effective image could be given of progress, in the aftermath
of the Nazi-Soviet Pact, than the storm overwhelming Walter
Benjamin’s “angel of history,” the angel who turns his back to
the future while he looks helplessly at a past reduced to a heap
of rubble?’® The Enlightenment—or rather enlightenment, as
Adorno and Horkheimer prefer to call it to disentangle the ad-
vance of thought as a long-term process from its historical
culmination—which was to free mankind from myth, itself be-
comes a myth.”” Instrumental rationality leads humans to exer-
cise their tyranny on nature and on other human beings. It trans-
forms modern society into a slaughterhouse, with the same
monstrous efficiency with which industrial production is man-
aged. It deprives thought of its critical faculty, reducing it to pas-
sive elaboration of stimuli and conditioning, and opens the way
to the manipulation of the unconscious. In this sense, for Adorno
and Horkheimer the logic of the functioning of capitalism is no
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different from that of totalitarian control, being the expression
of the same perversion of reason into unreason and of the denial
of the potential for human realization. The observation that en-
lightenment has failed to fulfill its promise led them to agnosti-
cism: to a substantial pessimism about the possibilities of eman-
cipation from capitalism but also about the outcome of alternative
paths.

We can now return to the concept of utopia, to finally make
sense of the fact that, by the time of the French Revolution, its
path came to cross those of progress and the law of motion. This
apparent antinomy is resolved if we accept the view that the
eighteenth-century philosophy of history, that is, the theodicy of
progress, is itself a utopia. According to Reinhart Koselleck, this
utopia was created to give legitimacy to the project of the Enlight-
enment, in its continental version, which was essentially a
project of technocratic control over society.”® Why it was created
is of secondary importance to our purposes. What matters is to
realize the consequences, or rather one of the consequences, of
that particular utopia, which claimed to transcend all previous
utopias. It conquered the minds of those who came afterward, at
least until history intervened to sow some doubt.



CHAPTER SIX

How Capitalism Survives

UR JOURNEY INTO SOCIAL forecasting began with two

objectives: to understand what went wrong with fore-

casts and, as a result, to obtain useful information on
the nature of capitalism. In fact, as might be expected, the weak-
nesses of unfulfilled prophecies of doom reflect many of capital-
ism’s strengths. If, despite all prognostications to the contrary,
capitalism persists, it is legitimate to wonder what sustains and
feeds it. To answer this question, a theory of the operation of so-
ciety as a whole is needed. Those who come up with ready-made
“alternatives to capitalism,” presenting them as miraculous
recipes to social problems, often do so without having such a
theory. This is as true today as it was in the days of utopian so-
cialists. By contrast, most of the thinkers we dealt with did have
a theory, however faulty. We can then hope to understand more
about capitalism by correcting some of these errors. In this
chapter I will try to show that capitalism has been kept alive by
two powerful forces: hierarchy and individualism. Through hier-
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archy, capitalism reproduces in new forms a power relationship
that is actually very old: the asymmetrical bond between capi-
talist and wage worker is the continuation in modernity of the
unequal ties between lord and serf, master and slave. Individu-
alism, that is, the reliance on the contract as a medium of social
interaction, is, on the other hand, a more recent posture, but it
was not by chance that it arose, nor has its constitution proved to
be weaker.

A premise, at this point, may be necessary. The fact that fore-
casts have failed to take these factors into account, and have there-
fore been disproved, by no means implies that capitalism will go
on forever. To avoid misunderstandings, I do not wish to main-
tain that there are any “secrets” that guarantee its immortality.
The two issues are unrelated. Capitalism’s opponents will not
therefore be entirely disappointed. For them, this book has good
news and bad news. The good news is that capitalism will indeed
end sooner or later. One does not need any particular skills of
foresight to know that: it is enough to have a sense of its tempo-
rality. Capitalism is a historically bound formation just like the
economic and social systems that preceded it in antiquity, the
Middle Ages, and the early modern period. In the history of
human societies, everything that has a beginning also has an end.
But the bad news is that capitalism is unlikely to be replaced by
a much better system. We cannot, of course, predict what will
happen, as the previous chapters should have made clear, but we
can more reasonably guess what is unlikely to happen, and the
forces that sustain capitalism can hardly be reversed. I do not
mean to deny here the possibility of progress, but wish instead to
affirm the dialectical nature of progress. Nor do I intend to rule
out the possibility that capitalism may, in a less distant future, lose
its global centrality and be subject to competition from other sys-
tems.! In this case, although capitalism would not cease to exist,
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its global expansion would come to a stop, and we might even ob-
serve its retreat within its original borders.

At any rate, these possible scenarios are either too far away in
time or beyond our control for it to make sense to deal with them.
We should content ourselves with knowing that the end of capi-
talism is not imminent. It will not happen at the hands of the gig
economy, a belief founded in what seems to be the updated ver-
sion of an older technological determinism. The gig economy
might indeed represent the latest frontier of exploitation. Nor will
capitalism be overturned by the new utopias of participatory
planners and lawgivers of the global commonwealth of immate-
rial commons.? While Marx was wrong about the existence of
iron laws of motion, we cannot, on the other hand, think that
agency is enough to make the future whatever we want it to be.
Society does not work like a pond where one can introduce an
alien species of fish (say the worker-cooperative fish or the
nonprofit-community-organization fish) and hope that, sooner or
later, it will take over the entire ecosystem. The “pond theory” is
another example of a hypothesis based more on one’s wishes than
on social analysis.? If these future prospects appear to be illusory,
then we would do better to focus on the present and improve
life under capitalism. This is by no means an easy task. Coming
to terms with reality is rarely a source of lasting satisfaction
and is often a frustrating exercise that does not attract much
sympathy—but it is the only reasonable thing to do.

How Old Is Capitalism? Is It a Western Product?

I have argued here that capitalism is a historically bound phe-
nomenon. But how old is it, exactly? Moreover, the discourse on
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its temporal boundaries calls into question the discourse on its
geographical extension. Is capitalism something universal or
culture-specific? As we will see, the answer to the second ques-
tion is largely dependent on the one we give to the first. The
problem of historicization, therefore, needs to be addressed in a
more articulated way. When we talk about capitalism, we must
first clarify whether we are referring to a type of economic activity
or to a socioeconomic system, which is what Marx meant by the
term “mode of production.” Most of the confusion, not only in
common parlance but also in scholarship, comes from the use of
the word “capitalism” to indicate two substantially different
things. Thus, one speaks of the sixteenth-century activities of the
merchants of Genoa and Antwerp, or Florentine banking, as cap-
italist activities in that they were oriented toward profit, as op-
posed to the economic behavior of contemporary peasants, which
was aimed at subsistence or self-sufficiency; or as opposed to
many nobles who saw in their properties mere sources of rents.?
But we also speak of the capitalist economy and society of Victo-
rian Britain or of the “global triumph of capitalism” in the de-
cades after 1848.°

Early modern capitalists were a tiny group of people living on
the margins of shared morals. It is no coincidence that when they
were close to death they made lavish gifts to the Church, being
concerned about their otherworldly fate. This does not exclude
that they could be powerful or enjoy individual consideration. But
sectors such as commercial enterprise, banking, and maritime in-
surance had, on the whole, little weight and were unable to de-
termine the structure of the economic and social system. If we
move to nineteenth-century Britain, conversely, we see how the
entire society revolved around capital, which was held by a new
élite of manufacturing entrepreneurs. The capitalists now formed
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a well-defined and cohesive social class. They gave work to the rest
of society (including former peasants who had become urban pro-
letarians) and were able to influence government policies. Many
of them defended their interests by sitting in Parliament, where
they had reduced the power of peers. Furthermore, English aris-
tocrats too had acquired capitalist traits. For example, they ran
their estates as efficient businesses, employed hired labor, and sold
a large part of their crops on the market. They were a long way
from the spirit of Burke’s “age of chivalry.”® The structure of so-
ciety, in short, had been remodeled according to the balance of
power between its two new key actors: capitalists and wage workers.

In the golden years of social theory, the expressions “merchant
capitalism” and “modern capitalism” were used to distinguish the
two meanings of the term and to stress the novelty of capitalism
proper.” Of course, the two concepts are not completely discon-
nected, but they are not on the other hand closely related. The
emergence of merchant capitalism can be seen as the other side
of the crisis of the feudal system. Such an aspect was perceptively
grasped by Adam Smith, who emphasized this crisis of aristo-
cratic values: the feudal system, he said, imploded when the
lords renounced exercising their authority in exchange for the
luxuries of a well-off life.® Regardless of the interpretation given
to this earlier phase, the transition from merchant capitalism to
modern capitalism required three steps to be taken. The first step
was the enforcement of clearly defined property rights and the
birth of wage labor. The second was the formation of competi-
tive markets for the factors of production: for capital, of course,
but especially for land and labor, that is, those resources that are
not easily treated as commodities. This entailed the abolition of
guilds, deregulation of wages, and countless changes in legisla-
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tion. Marx and Polanyi attached great importance to these two
steps, emphasizing the violent nature of dispossession and com-
modification. They were, however, slow and contested processes.
In England the decline of the guilds occurred earlier than else-
where, but the enclosure of commons took over two centuries to
complete. On the Continent, many of the changes occurred after
the French Revolution, with the concept of full property rights
on land only being introduced by the Napoleonic Code of 1804.
The third step was cultural change. The spread of positive atti-
tudes toward wealth acquisition and the formation of a bourgeois
mentality have been explained in various ways. Weber singled out
the Calvinist work ethic as the main foundation for rational en-
terprise. Sombart put the importance attached to wealth down
to the need of emerging groups to force a closed social system—
where status was determined by birth—to open up. Bourdieu and
Koselleck highlighted the changed sense of time that preceded,
or accompanied, the transition to capitalism: the modern future
orientation that replaced the premodern belief in circular repeti-
tion. Albert O. Hirschman noticed a certain fondness for the idea
of turning dangerous human passions into innocuous economic
interests that was already present in the early Enlightenment.’
One explanation, of course, does not rule out the other. In any
case, not even cultural innovations went unchallenged. The his-
torian Simon Schama speaks of the “embarrassment of riches”
of the seventeenth-century Dutch, who lived within the uncom-
fortable contradiction of their commitment to self-denial and
the accumulation that represented its unintended consequence.
E. P. Thompson writes of the resistance of two generations of
eighteenth-century English workers to submit to the dictatorship
of the factory clock.”’ Such examples could be continued.
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The other problem we must deal with is the extent to which
capitalism is a culture-specific phenomenon. One could reason-
ably argue that bourgeois values, understood in a very loose sense,
can be found not only in early modern Europe but also in
China. In the same centuries, merchant activities were widespread
throughout Eurasia, from the Arabian Peninsula to the Yangtze
Delta. If one understands capitalism as a type of economic ac-
tivity, it is not difficult to find signs of its presence throughout
this area and over a very long period of time." But this is an ob-
servation of little analytical relevance, as what we are interested
in is capitalism as a socioeconomic system, and the origins of this
system are quite specific.!? Capitalism became fully established
only in the nineteenth-century North Atlantic world, including
Britain and its settler territories, the US East Coast, and the north-
western portion of the European continent (mainly northern
France, the Low Countries, and later the upper Rhineland). From
here it began to spread throughout the West and, following the
routes of Europe’s overseas expansion, was imposed on the im-
perial outposts of European powers. From the original entrepdts
of the Dutch and English East India Companies, it penetrated
further inland with the colonization of large areas of the world.
When the colonial era was over, formal dependency ties were re-
placed by informal ties, those created through foreign direct in-
vestment, international loans, and trade agreements, the hall-
marks of globalization. When we speak of “one-world capitalism”
to indicate the globalization of capital that followed the dissolu-
tion of the Cold War order, we must therefore bear in mind that
it was merely the most recent stage in a process of secular expan-
sion that was far from spontaneous. It was carried out with the
force of arms first, and later with the persuasion of “gentle
commerce.”
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Framing the Concept

Today capitalism is omnipresent in public debate, but those who
talk about it rarely take the trouble to define it, perhaps assuming
that everyone knows what it means. This, too, can lead to misun-
derstandings. One frequent misunderstanding is that “capitalism”
is just another word for the market economy. This is one of the
reasons why the term does not normally appear in economics
textbooks and why mainstream economists do not like it. Why
be stuck in an elusive concept and at the center of ideological dis-
putes when the notion of the market offers a convenient opera-
tional alternative? Those who identify capitalism with the market
economy think that, since capitalism is based on private enter-
prise, and firms normally compete on the market, this must be
its distinctive feature. After all, in the Soviet Union, where pro-
duction was organized by the state, there was no market and
prices were political (or at least that is what we learned in high
school). But the equation fails as soon as we consider two coun-
terexamples. First, there are historical phases, and productive sec-
tors, in which capitalism seems to work almost without a market:
monopoly has characterized the capitalist past at least as much
as competition. Whenever investments in technology are sub-
stantial such as to create high barriers to entry, competition has
had to give way to concentration. The historian Fernand Braudel,
who dealt with early modern merchants with an eye to the strong
industrial concentrations of his time, the mid-twentieth century,
went so far as to deny the existence of any link between capitalism
and the market economy. For him, capitalism was predatory sei-
zure, the market fair practice; capitalism was the realm of risky;,
unpredictable speculation, the market that of repetition and
predictability.”” The second counterexample is suggested by the
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existence of market economies that are not capitalist. The most
striking case is obviously that of China, where the state controls,
either directly or indirectly, a large portion of the means of pro-
duction and the profits generated by them. It also holds the finan-
cial levers, operating through the banking system. By contrast,
the setting of prices and wages is left to market forces. To many
Western observers, the “socialist market economy” seems like a
strange hybrid, almost an artificial creature, like Aristotle’s fa-
mous “goat-stag.” But the strangeness could just be in the eye of
the beholder. In fact, we are puzzled by this mix because it does
not fit into categories we are familiar with."

A more distinctive feature of capitalism is private ownership
of the means of production. But this still does not qualify it as
unique. Under the feudal system the independent peasant, or even
the serf, could be at least de facto owner of the plow and oxen with
which he plowed his parcel of land for the needs of his family, or
of the loom with which he made his clothes. Yet, apart from the
fact that these means of production were more an extension of
human labor than a productive factor in itself (that is, capital),
there were three other conditions missing that exist in the modern
capitalist system. First, the private ownership of the means of pro-
duction must be accompanied by the exclusion of a part of
society—generally a majority—from its exercise. This exclusion
takes place in practice, even in the presence of freedom of enter-
prise, and has a raison d’étre only when capital acquires critical
importance in the production process. Second, those who are de-
prived of ownership must have the freedom to enter into con-
tractual agreements to sell their labor power. Finally, production
must be oriented toward exchange and profit rather than be used
for the satisfaction of needs; which brings us back to the market.
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If it is clear that the presence or extension of markets is not a
sufficient condition to characterize a system as capitalist, it cannot
be affirmed with the same certainty that it is not a necessary
condition. Even in the strongest forms of monopoly capitalism,
competition is not entirely suppressed. It can certainly be a rather
domesticated competition or conducted with unusual methods
and rules. It may be that firms make nonaggression pacts to
pursue strategic objectives, or that they do not compete over
prices but to obtain government favors. But as long as firms re-
main in private hands, it is difficult to imagine that they may form
a single bloc characterized at any time by a perfect identity of in-
terests. Moreover, firms owners are still stockholders who ex-
change stocks on a market. Capitalism and the market economy,
in sum, are not synonymous but are certainly related concepts.
The nature of this complex link emerges if we look at the histor-
ical evolution of the two institutions. Unlike the market as a
system for exchanging goods, the origin of which is much more
remote, the market economy was born at a fairly precise time and
place. This process occurred in eighteenth-century England,
where modern capitalism was also about to arise.”® But what is a
market economy? By this we mean a regime of regulation of pro-
duction and distribution that relies to a large extent on the
mechanism of supply and demand. A market economy is an ag-
glomeration of many related markets: raw materials, final prod-
ucts, services, credit, labor, and so forth. In a market economy,
rather than a small fraction, the bulk of national wealth is ex-
changed through these markets. One therefore sees how such a
system exerts its influence on the whole of society, which becomes
a market society. In it, not only money and the means of pro-
duction but also natural resources and human labor become
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commodities, while the logic of impersonal exchange extends
to spheres of life previously dominated by reciprocity. Here lies
the market’s intimate connection with capitalism, which is best
understood as a relationship of interdependence: the breaking of
the link between property and human labor deprives human be-
ings of the means to be self-sufficient, pushing them toward the
market; at the same time, the market turns those very human be-
ings into commodities. In a pure capitalist system, the market
sets the profits of the capitalists and the wages of the workers, the
interest rates that firms pay, and the prices of goods and services.
Real-world capitalist systems certainly depart from this ideal type
to a significant extent, as the abundant literature on “varieties of
capitalism” shows.!® But we can say that the market economy is,
in general, the allocation system of capitalism.

The time has come to try to outline the contours of capitalism
using a more concise formula. Fortunately, there is no need to in-
vent it out of nowhere. We can start with Robert Heilbroner’s
elegant definition, which has the virtue of grasping the dual es-
sence, economic and social, of this phenomenon. “Capitalism,”
he writes, “is an economic order marked by the private ownership
of the means of production vested in a minority class called ‘cap-
italists,” and by a market system that determines the incomes
and distributes the outputs arising from its productive activity.”
But, at the same time, “it is a social order characterized by a
‘bourgeois’ culture, among whose manifold aspects the drive for
wealth is the most important.””” Capitalism is, therefore, a bundle
of institutions shaped by certain social and power relations, or,
as Nancy Fraser says, an “institutionalized social order.”*® Such
an order, albeit centered on the economic sphere, affects many as-
pects of human life, including politics, the family, our relation-
ship with nature, and race and gender relationships.
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However, we are immediately presented with a problem. Does
the economic part of the definition still match the time we live
in? Today, the majority of the active population in developed
countries is employed in the service sector. In addition, the con-
cept of ownership has become highly complex. As we have seen
in Chapter 4, a corporation can be owned by pension funds, in-
surance companies, and other institutional investors, which pool
private savings. It is clear, however, that the actual company
owners are the institutional investors and not the savers, because
the former exercise control over the means of production, while
the latter are completely irrelevant, mere instruments of capital.
The answer to our question is therefore positive if by “production”
we mean not only the production of goods but also that of ser-
vices (after all, e-commerce and social networking services are
produced just as cotton and steel are) and if we mean the con-
cept of ownership in its substantive meaning; better still if we re-
place the concept of ownership with that of “control.” And what
about the financial capitalism that nowadays dominates the
scene? The overwhelming role of finance leads some to say that
the only truly distinctive feature of capitalism is “the persistent
search for the endless accumulation of capital.”*® Was not such a
motive also typical of sixteenth-century financiers, who were al-
ways looking for new ways to make their money pay? At first
glance, this observation would seem to give legitimacy back to a
conception of capitalism that we had discarded as unsatisfactory.
But it is worth considering that there is a fundamental difference
between the present-day financial system and the preindustrial
one. Contemporary finance, even though it now lives a life of its
own, would not exist in its present form if it had not developed
to meet the needs of industrial capitalism and if it had not ab-
sorbed its ethos. In the nineteenth century, it was no longer a
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question of financing the odd commercial enterprise or paying
for a king’s wars, but of keeping up a system, modern industry,
that constituted the economic backbone of society. Today, finan-
cial capitalism replicates the model of traditional capitalism as a
container without content, but the foundations of the system re-
main identical. The control of the means of production by a mi-
nority of society has extended to the control of the means of fi-
nancial accumulation, the new technology being that of financial
engineering. The special case described by Marx through the for-
mula M-M" (“money which begets money”) has merely become
more generalized.?’ In this way, the speed of accumulation has
multiplied, and with it the distance between those who accumu-
late wealth and those who accumulate debt. And it will continue
to do so unless, as Arjun Appadurai suggests, we find a way to
“seize and appropriate the means of the production of debt, in the
interest of the vast class of debt producers, rather than the small
class of debt-manipulators.”*

Before drawing some implications from the definition initially
proposed, and from the subsequent adjustments made to it, we
need to tackle a preliminary objection that could undermine any
attempt to say something sensible about contemporary capitalism:
we need to ask ourselves whether the concept of capitalism is
really useful for understanding the great social problems of our
time. I think the answer is definitely yes. But if I have raised the
issue, it is because I am aware that not everyone shares this view.
Some think that the economic well-being of nations depends to
a greater extent on having well-functioning parliaments and non-
arbitrary legal systems than on the distribution of the ownership
or control of capital.?* These authors start from the implicit as-
sumption that economic performance is the only aspect worth
addressing, and, moreover, they delude themselves in thinking
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that a simple equation can be drawn between political freedom
and material prosperity. There is, however, an infinite number of
interesting questions for the social sciences that have nothing to
do with the gross domestic product. It will be sufficient to give
some examples of the problems that all can see. Why in the United
States is the black population so overrepresented on death rows
and in the humblest jobs? And why is the Congress unwilling or
unable to pass gun control legislation? Why in Western countries,
with their rule of law and their freedoms, has economic inequality
grown so dramatically in the past forty years? It is difficult to ad-
dress these problems without reference to capitalism: its racial
articulations, monopoly tendencies, and the power it confers on
certain social groups to seize resources.

The Building Blocks of Capitalist Society

At this point we have a definition that allows us to appreciate what
are the distinctive elements of the capitalist system. Starting from
there we can go a step further and ask ourselves what would the
structure of a society where capitalism can assert itself look like.
It must be a type of society compatible with the fact that the con-
trol of the means of production lies in the hands of a minority,
and with the use of the market mechanism to allocate resources
and factors of production. Moreover, it must have a bourgeois
culture, namely, one that is oriented toward the acquisition of
wealth for personal purposes. These three conditions require, as
a minimum, the existence of a highly hierarchical social structure
and an individualistic orientation shared by at least one part of
society, its apical section. Let us therefore try to understand what
the occurrence of these two circumstances depends on.
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Precisely speaking, to say that a society has a hierarchical
structure means that it is stratified. Social stratification is one of
the key concepts of sociology: it indicates that in a society there
is an uneven distribution of moral and material rewards among
individuals and groups. By moral rewards we mean prestige and
social consideration: in a word, status. By material rewards we
mean wealth. The same concept can therefore be expressed by
saying that in a hierarchical society there is a certain degree of
structural economic and social inequality. In the broader sense
of the term, stratification is an almost universal phenomenon,
given that even the simplest societies, such as those of hunters
and gatherers, show relational asymmetries, although generally
they are not economic, being mostly related to age and sex: women
and young people tend to occupy a position somehow subordi-
nate to men and the elderly. However, there are significant differ-
ences between societies concerning their degree of stratification.
Hunter-gatherer societies are basically egalitarian, while the
traditional Indian society, with its castes, or that of Victorian
Britain, with its rigid class system, represents the opposite pole
of high hierarchization. In between is, indeed, a wide spectrum
of gradations.”

Sociologists have not only noted the existence of stratification
but have also proposed various theories to explain it. These can
be traced back to two typologies: functionalist theories and con-
flict theories. Functionalist theories posit that inequality exists
because it is necessary for the survival of society. They start from
the observation that in any minimally complex society there are
roles, such as that of priests in ancient civilizations and of heart
surgeons in modern ones, that society considers strategic: in other
words, they have functional importance. The number of people
gifted enough to carry them out is limited, and often they have
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to undergo long and demanding training to be able to turn these
talents into skills. They must therefore be given an incentive,
whether it be social or economic recognition, or both, to make
the necessary sacrifices. Conversely, according to this thesis, so-
ciety rewards less the roles that are deemed to be less important
and for which there is no shortage of qualified personnel. Con-
flict theories fundamentally disagree with such an interpretation.
They deny that stratification is indispensable to society, or that it
is the product of a consensus. They claim that, rather than arising
from a need of society, inequality arises from the needs of the in-
dividuals and groups who are part of it. These are in constant
competition for scarce resources and do not hesitate to use coer-
cion to grab them. Classic examples of conflict theories are Marx’s
class theory and Weber’s theory of class, status, and power.
There have also been attempts to combine conflict and func-
tionalist perspectives, such as Gerhard Lenski’s. According to
Lenski, there are two engines of stratification: technological de-
velopment and power. Technological development generates an
economic surplus, which may be more or less large but is neces-
sarily limited. This scarcity triggers a distributional conflict.
Those who have certain characteristics that enable them to do so
seize the surplus, and in this way social hierarchy begins to form.*
Power is the decisive asset when it comes to seizing the surplus.
Power, in Weberian terms, means the probability that one will be
able to carry out one’s own will despite resistance, therefore it is
linked to the possibility of using coercion. This possibility is un-
equally distributed among individuals as a reflection of their dif-
ferent abilities. But beyond the use of brute force, what counts in
social relationships is more often authority, defined as legitimized
and institutionalized power.”® A number of factors influence the
unequal distribution of authority, almost all of which are socially
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constructed. So, for example, religious beliefs once legitimized the
temporal authority of the Church; charisma has legitimized the
authority of many dictators in history; and constitutions have le-
gitimized the authority of elected governments. Returning to
Lenski, the conflict for the appropriation of surplus, and hence
social inequality, begins to be noticeable when human groups
abandon nomadism; it grows with the transition to agrarian
societies, following the increase of surplus, and is at its peak on
the eve of industrialization. In industrial society, on the other
hand, the trend is reversed, because democratization makes it
possible for persons who lack power individually to acquire col-
lective power through union and political organization. In addi-
tion to this factor, other factors intervene, such as birth control
and the spread of education.?®

This stylized representation has, however, a substantial flaw:
it does not account for the great variation in the stratification of
societies at the same stage, be it the advanced horticultural or the
industrial stage.”” Here we are, on the other hand, mainly inter-
ested in the variations that societies at a comparable level of de-
velopment present in the degree of social stratification. For ex-
ample, no one can argue that present-day Norway is less developed
than the UK, yet Norway is by far one of the least stratified of the
economically advanced societies of the Western world. For many
centuries, the Norwegian society was a society of subsistence
farmers (mainly cattle breeders) and fishermen. Living in rela-
tively extreme environmental conditions necessitated coopera-
tion within small communities separated by imposing natural
barriers, which already predisposed them to the development of
horizontal relationships. But there is more. Lacking large areas
of arable land, and a significant surplus to share, Norway had no
place for a class of rentiers and social parasites. The great Rus-
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sian medievalist Aron Gurevich pointed out that “Norway never
became a feudal state sans phrase, and the prerequisites of feu-
dalism never developed fully.” This resulted in an early “prepon-
derance of public (state) functions over private ones.”?® In fact, al-
though in the High Middle Ages the Norwegian state came to
assume the “outward appearance” of a feudal monarchy on the
European model, this formal structure had little impact on the
organization of society. The direct relationship between the king
and his subjects, characterized by “reciprocity and equality,” was
never severed.?”’ Peasants were not deprived of their personal
freedom or excluded from participation in local government or
national defense. These original characteristics of Norwegian so-
ciety continued to shape the institutions that were created in the
following centuries, throughout the Danish period and the union
with Sweden. Francis Sejersted summarizes the exception of
modern Norway compared to other European countries and to
Sweden itself with the observation that “Norway was demo-
cratized before it was industrialized.”® When affluence finally
came in the twentieth century, Norwegian society did indeed find
itself managing a surplus, but it did so drawing on values that had
been consolidated for hundreds of years.

The terms “individualism” and “collectivism” (sometimes re-
ferred to, perhaps more accurately, as holism) are two constructs
used to describe two different models of the individual’s relation-
ship with society. Both individualism and collectivism have a
relational, religious, political, and economic dimension; and, just
as with social stratification, they do not exist in a pure form but
only in variable combinations. The link between individualism
and reliance on the market mechanism—which is one of the two
central aspects in the definition of capitalism I have proposed—
is intuitive, though not automatic.” Relying on the market to
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satisfy one’s needs is anything but a natural instinct for humans.
The market is impersonal, whereas human existence, from birth
to death, is wrapped in personal ties. People who meet in a market
to exchange goods are free, at least in principle, to accept or
refuse the terms of the contract without being conditioned ex-
ternally. Noneconomic considerations do not affect the agreed
price. Nor do the relationships of the parties upstream of the
transaction count: each transaction is one-off. To continue to
operate in the market it is enough not to have a bad reputation.
The view that the market system is “a desirable way of organ-
izing human action” gradually became established in European
culture from the early modern period.* To do so, it had to over-
come various types of resistance: the traditional preference of
peasants for self-sufficiency, their distrust of money, the moral
reservations of the Church toward greed, the interests of the
guilds, and so on.

But what are individualism and collectivism? Social psychol-
ogist Harry Triandis defines them in the following way. Collec-
tivism, he writes, may be thought of as “a social pattern consisting
of closely linked individuals who see themselves as parts of one
or more collectives (family, co-workers, tribe, nation); are pri-
marily motivated by the norms of, and duties imposed by, those
collectives; are willing to give priority to the goals of these col-
lectives over their own personal goals; and emphasize their con-
nectedness to members of these collectives.” On the other hand,
individualism “consists of loosely linked individuals who view
themselves as independent of collectives; are primarily motivated
by their own preferences, needs, rights, and the contracts they
have established with others; give priority to their personal goals
over the goals of others; and emphasize rational analyses of the

advantages and disadvantages to associating with others.”*
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Collectivism (holism) is therefore associated with “cultural
tightness,” that is to say the internalization of strict codes of be-
havior and social repression of deviance. Individualism, by con-
trast, is associated with “cultural looseness,” meaning a lower de-
gree of conformity. That said, attempts have been made to trace
the origin of the latter to factors such as low population density,
social heterogeneity, exposure to the different social patterns of
neighboring societies, and even to climatic circumstances.** For
each of these explanations, however, there are counterexamples
that invalidate them. Norbert Elias’s famous thesis that Western
individualism was reinforced by the formation of the modern
state, which weakened ties of loyalty to the family and clan, also
had to contend with the observation that the state-building pro-
cess has not produced the same effects elsewhere.*® In fact, it has
proved to be equally effective as an instrument for the affirma-
tion of collectivism. Religion is undoubtedly an important factor.
One can reasonably argue that Christianity, with its emphasis on
personal salvation, is more predisposed to individualism than
other religions, and Calvinism more so than Catholicism or Lu-
theranism, but none of these doctrines was formed by chance.
They arose in particular historical circumstances and took hold
because they better adapted to characteristics that already existed
in the societies in which they spread. One sees how the search for
origins easily leads to an infinite regress or, in other words, to the
situation of the dog chasing its own tail. There is no need to go
any further in this discussion. For now, let us be content to note
that individualism and collectivism exist, albeit not in a pure
form, and assume these basic attitudes as a fact.

Is there a correlation between these social patterns and the
degree of hierarchization of a society? According to Louis Du-
mont, hierarchy goes hand in hand with holism, while equality
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goes hand in hand with individualism. He sees the combination
of hierarchy and holism as the norm throughout much of human
history, while that of equality and individualism he considers a
deviation that has emerged in modern Western societies, founded
on the control of nature by means of technology. He points out
that while in traditional societies individuals cannot exist inde-
pendently of the social whole, and thus they are subordinate to
it, in modern societies the individual as such becomes the atom
of society.* Inspired by Emile Durkheim, the father of function-
alism, he explains this exception by the fact that modern so-
ciety “obliges us to be free.”?” The advanced stage of division of
labor reached in our society increases the mutual dependence
between individuals, reinforcing the sense of the autonomy of
every person. Each one is indispensable to the other, so each one
is recognized as a specific identity.*®

This simple opposition, however, does not hold. The observa-
tion of so-called modern societies suggests that a society can be
both hierarchical and individualistic or, vice versa, egalitarian
and holistic. The hierarchical relation is not necessarily, as Du-
mont and others thought, “a relation between the encompassing
and the encompassed” (that is, the relation between Adam and
Eve, created out of Adam’s rib).** Hierarchy, in its very essence,
does not express a relationship of the part with the whole but a
relationship between the various parts of society, whether they
are social orders, as in European ancien régime societies, or
classes, as in modern times when the economic element becomes
the dominant criterion for stratification. In other words, modern
societies show a much greater variability in social structure
than Western sociological thought has often suggested: not only
a variable degree of stratification, but also a variable degree of
individualism.
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Hierarchy and individualism are necessary conditions for gen-
erating capitalism, but this does not mean that they are also suf-
ficient conditions. Moreover, the link between capitalism and its
building blocks is not a one-way street: capitalism, in turn, feeds
inequality and reinforces individualism.

What Keeps Capitalism Going: Two Common Views

In the previous sections the factors at the root of capitalist society
have been analyzed. If capitalism were a physical object, this
would be tantamount to determining what raw materials and
what kind of environment are needed to produce it. Now, on the
other hand, we have to investigate the reasons for its persistence
or durability. Here we will look at two commonly held views on
this, while in the next section an alternative explanation will be
proposed. A first hypothesis is that capitalism persists, and tends
to expand, because of its efficiency. This is normally the perspec-
tive from standard economics. Those who subscribe to this “ef-
ficiency view” are not unaware that the efficiency of capitalism is
relative, since this system also generates plenty of wastefulness,
economic, human, and environmental. But they think that the
efficiency of capitalism is still higher than that of the alternative
systems that have been tested so far.*’ Several reasons are men-
tioned to account for this higher efficiency. One of them is that
capitalism is more dynamic than other systems, as competition
and the drive for profit fuel innovation and wealth creation. An-
other classic argument is that it is difficult to find a mechanism
for resource allocation and output distribution that matches
market performance. Certain alternatives to capitalism, such as
central planning, require the government to handle an amount
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of information that exceeds the capacity of any computer. It fol-
lows that, even if one can think in the abstract of doing without
capitalists, it is more problematic to imagine being without the
market.

However, supporters of the “efficiency view” do not address the
issue of how the advantages they credit capitalism with are trans-
lated into its longevity. They seem to think that adopting capi-
talism or not is a matter of rational choice, or they just assume
that capitalism tends to prevail over other systems in Darwinian
fashion.*! As is clear to anyone who has some familiarity with the
workings of societies, things are not so simple. We cannot decide
whether to turn on or off the switch of capitalism or any other
social system. Certainly, there have been moments in history
when humankind has had the illusion of doing so, and these mo-
ments typically coincided with revolutions. But on a closer look,
successful revolutions represent the culmination of a process of
social transformation that has been a long time in the making,
and of which regime change is only the final act (as with the
French Revolution); or they consist in giving a new political form
to socioeconomic structures or substantive power relations that
retain a significant degree of continuity with the prerevolutionary
ones (as with the Russian Revolution).*? As for the evolutionary
hypothesis, it can be easily challenged by observing what happens
within the capitalist world itself. Adapting the famous metaphor
used by a former Swedish prime minister, we can say that this
world is populated by both dragonflies (countries that put effi-
ciency above equity) and bumblebees (countries that put equity
above efficiency). Yet the bumblebee does not turn into a drag-
onfly because the latter is fitter.* It may also be that the more “hu-
mane” varieties of capitalism are more efficient in other respects,
but even if this were the case one should note that this situation



HOW CAPITALISM SURVIVES 255

has not allowed them to become hegemonic. Certainly, the logic
of operation of capital on a global scale exerts systemic pressures
on the individual varieties of capitalism, so much so that one of
the main topics of discussion in political science these days con-
cerns the tendency of national models to lose some of their spec-
ificities.** These pressures, however, have little to do with effi-
ciency imperatives and much to do with international power
relations, reflected in the system of rules governing economic re-
lations between countries. Textbook examples are the Structural
Impediments Initiative with which, at the turn of the 1990s, the
United States forced Japan to open up its goods and capital mar-
kets; and the Uruguay Round with which, in the same years, the
WTO member states agreed to liberalize trade in services such
as banking and insurance, while at the same time protecting and
commodifying intellectual property, including drug patents. But
even taking into account the forces that have, so far, driven cap-
italist models to converge, it seems unlikely that the economic
and social systems of Japan and the Nordic countries will ever
resemble each other, or resemble those of the United States. If,
therefore, there is no evidence of Darwinian evolutionary mech-
anisms operating within the capitalist world, there is even less
reason why one should suppose their existence in the relations
between capitalist and noncapitalist systems.

Those who challenge the efficiency explanation generally do so
because they start from an opposite interpretation of capitalism’s
nature. These authors tend to emphasize the elements of irratio-
nality in the capitalist process and in the belief system of its ac-
tors that work in favor of its perpetuation. Capitalism is thought
to be sustained by the self-estrangement it produces, by the re-
pression (or stimulation) of desire, by irrational expectations,
and more generally by its capacity to interact with the actors’
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emotional sphere. Contributions to this interpretation come from
currents of philosophy and social theory variously related to
Critical Theory or poststructuralism. All of them share the idea
that capitalism appropriates certain human needs and turns them
to its advantage. Capitalism therefore persists either because of
the power and seduction it exerts over people’s minds or because
of the way it appeals to deep needs. We could call this broad per-
spective the “social unconscious thesis.”

Critical Theory combines Freud and Marx, not the later Marx
but the earlier humanist Marx who had reflected, in the “Paris
Manuscripts,” on the psychological mechanisms of alienation.*
Indeed, the concept of alienation is at the heart of Erich Fromm’s
attempt to psychoanalyze twentieth-century capitalist society and
his idea that capitalist subjects, estranged from themselves, lose
all connection with their “true needs” and embrace the senseless
logic of the machine that enslaves them.*® Another version, un-
questionably indebted to Freud’s analysis of “uneasiness in civi-
lization,” is that capitalism obtains conformity from its subjects
through the repression of desire. They live surrounded by things
but are unable to recognize their “true desires,” whose satisfac-
tion alone would lead them to a meaningful life. This repression
affects all the actors of the capitalist process indiscriminately, re-
gardless of their role, and hence of their relationship with cap-
ital. This is an idea that, with Marcuse’s Eros and Civilization
(1955), marked the transition from the critique of capitalism as a
critique of inequality to the critique of capitalism as a critique of
repression, the kind of discourse that would inform the counter-
culture of the 1960s. This vision is irreparably linked to an era in
which social conflict was reduced to a minimum. Since it was
thought that the economic problems of capitalism had been
solved, one could afford the luxury of moralizing about capitalist
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society. As such, it appears dated today. But beyond this, its main
weakness as a theory of capitalist reproduction is that it does not
explain what the causes of the success of alienation are or who
are the agents of repression. Capitalism may be a diabolical ma-
chine, but it has no autonomous agency. This defect has not been
remedied by recent work in the same vein, where the focus is
shifted from the (natural) desires that capitalism represses to the
(artificial) ones that it feeds—so the drive to consume and to ac-
cumulate is explained by the continuous and illusory quest for
“a more complete satisfaction.”®” The most promising recent con-
tribution to critical sociology’s understanding of capitalist re-
production comes from Jens Beckert’s concept of “fictional ex-
pectations.” Beckert claims that capitalism creates a regime of
“secular enchantment,” which keeps actors enmeshed in its cogs
thanks to the continuous, albeit unrealistic, expectations it fuels.*
Beckert certainly captures an important element. However, when
he moves on to identifying the factors that keep this machine of
illusions in motion, these turn out to be the institutional elements
of competition and credit, which leaves open the problem of the
material and cultural structures underpinning them, not to men-
tion the question of the relationship between these structures.
Poststructuralist interpretations—a galaxy that goes from Fou-
cault to Deleuze to Michael Hardt and Antonio Negri—differ
from critical-theoretical approaches in that they solve the problem
of agency by denying that contemporary capitalism has a manip-
ulative power (power, in Foucauldian terms, is immanent in the
structures of subjectivity, not externally imposed). At the micro
level, poststructuralism underlines the compatibility of capi-
talism with the emotional structure of modern social actors who
subject themselves to voluntary enslavement, drawing from it
emotional satisfaction. This leads to curious claims, such as, for
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example, that “capitalism capitalizes on our inability to locate
the sources of our anxiety and enjoins us to address our trauma
by passing its effects on to others, thereby elaborating, intensi-
tying, and widening the competitive imperatives of capitalist
networks.”** What “anxiety”? What “trauma”? one may wonder.
Possibly the angst that results from the loss of traditional forms
of attachment. Modernity becomes a convenient black box with
which to explain the birth and evolution of the capitalist social
character, in the same way as the gradual shift of modernity
toward postmodernity heralds the character’s future redemption.
Modernity and postmodernity are therefore used as conceptual
passe-partouts—tautological and ultimately meaningless. At the
macro level, the biopolitical reorganization of power and its de-
territorialization, which Hardt and Negri call “Empire,” does
away with the modern regime of disciplinary power, thus gener-
ating a potential for liberation.’® For them, as for Deleuze and
Guattari, the crisis of disciplinary power, as well as its dissolu-
tion into introjected mechanisms of control, “disrupts the linear
and totalitarian figure of capitalist development. . . . Resistances
are no longer marginal but active in the center of a society that
opens up in networks; the individual points are singularized in a
thousand plateaus.”' This makes them dream about the construc-
tion of a global “counter-Empire” by global desertion and coor-
dinated acts of sabotaging.

The most serious responsibility of poststructuralism is to make
assumptions about the cultural sphere, and to claim for the sym-
bolic a space independent from the material conditions of exis-
tence, without having an organic concept of culture, and indeed
rejecting it with contempt, as if one could understand a foreign
language without knowing its grammar.> Its denial of any order
and rationality in reality, as reflected in its verbal obfuscations,
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hides confusion and logical contradictions. Capitalist reproduc-
tion cannot be understood without investigating the cultural
sphere, but at the same time this undertaking requires a rigorous
concept of culture.

The Cultural Basis of Capitalist Reproduction

If efficiency is not the reason for the persistence of capitalism, and
calling into question the power or seduction that it exerts over
the minds of its subjects serves more to describe than to explain
its success, we must look deeper into the functioning of society
to uncover the mechanisms of capitalist reproduction. In any so-
ciety, regardless of its degree of complexity, various aspects are
recognizable that are more or less differentiated: a political struc-
ture, a social structure, an economic structure, and so on. All
these structures are held together in a coherent way by a powerful
glue: this glue is called culture, and its molecules are the mean-
ings that humans associate with their actions, with those of their
fellow humans, and with existence in general. The meanings,
however, are not immediately understood by an external observer
because they are embodied in symbols. Decoding these symbols
is the task of cultural anthropology.” Another way of thinking
about culture is to see it as a kind of instruction booklet to deal
with life that is passed from one generation to the next. In the
process, the instructions are updated but never completely re-
written. The way humans rework the instructions they receive
becomes a guide to their actions. The institutions of the political,
social, and economic life of every society are thus shaped and re-
shaped, making them conform to the understanding that its
members have of what is worthy, just, tolerable, possible, and of
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what, on the contrary, is not: in other words, to social values and
norms. This does not mean, of course, that the formation of these
rules of behavior is always consensual. In fact, culture also inter-
nalizes conflicts and constraints.

Capitalism is the product of a particular family of cultures, the
Western family. Whenever it has successfully adapted to other
societies, it has undergone a process of selective acceptance and
rejection that has substantially altered its features. But the mech-
anisms underpinning its global spread—from violence to per-
suasion, from rivalry to emulation—should be kept distinct from
the factors that affect its reproduction within its historical core,
among which strong social hierarchies and individualism are the
most important. These are the same conditions that, as we have
seen, made possible its emergence once machines began domi-
nating production. Indeed, by looking back in history, we realize
that socialism took root in countries that lacked an individualist
social pattern, such as Russia, and varieties of capitalism more
akin to socialism developed in countries with a flat or only mildly
hierarchical social structure, such as Norway. In Russia private
property was introduced, with little success, only after the aboli-
tion of serfdom in 1861, and even then landownership was en-
trusted to communities rather than individuals. The attempts of
the imperial bureaucracy to turn the Russian peasants into a class
of independent farmers on the Western model—the most famous
being the Stolypin agrarian reforms, which began in 1906—failed
because of the resistance of the peasants who refused to enclose
land from the commune.>* In other Central and Eastern Euro-
pean countries, the emancipation of serfs occurred somewhat
earlier, but still in the nineteenth century. In Western Europe, by
contrast, this process was already complete by the end of the
Middle Ages. In the light of these considerations, it is easy to see



HOW CAPITALISM SURVIVES 261

why socialism could take hold in Russia, and in Eastern Europe
more generally, while no Western European country has ever at-
tempted such a radical experiment. If Marx’s hypothesis of the
change prompted by the development of productive forces were
correct, then socialism would have emerged from a country that
had reached the zenith of industrial development, not from a rel-
atively underdeveloped periphery. Where a highly hierarchical
social structure and an individualistic social pattern are both pre-
sent, such as in Britain and most of Western Europe, it is diffi-
cult to imagine a radical change toward socialism. The same ap-
plies to an even greater extent to the United States, not only
because of its strong individualism, but also because of the Amer-
ican social structure, although the basis for steep class stratifica-
tion in such a settler context was, from the start, more economic
and acquisitive than social and ascriptive. Hence, in all these
societies, even if a change were induced by some external shock,
it would probably be quickly reversed.”

I will now address a few possible objections to the thesis that
has just been put forward. One could in the first place object to
this “culturalist” perspective by arguing that a vertical social
structure and an individualistic orientation are not constant fea-
tures even in the Western experience, seeing that they too are his-
torical constructions. As they had a beginning, they could in
time fade away, though one wonders under the influence of what
forces. Here one immediately thinks of technological develop-
ment, the other great variable that shapes the course of human
events, which for historical materialism represents the “base.” In
fact, Marx gave it so much importance that he interpreted the cul-
tural “superstructure” mainly as a consequence of the stage of ma-
terial progress. In the Marxian schema, when the development of
productive forces reaches a critical point, relations of production
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adjust accordingly after a more or less painful phase of conflict.
In this way, as Marx explained in The Poverty of Philosophy, “the
hand-mill gives you society with the feudal lord; the steam-mill
society with the industrial capitalist.”>

How should one respond to this challenge? It is true that cul-
ture is not born out of nothing, but from the process of adapta-
tion of the human species to the environment. In the long run,
conditions of adaptation may indeed change. But once formed,
societal core values take on a compact structure that proves re-
sistant to change, exerting a conditioning force on subsequent
choices. Braudel described these “mental frameworks” of culture
as “prisons of long duration,” while Parsons spoke of a “latency
system” that performs, in society, the function of “pattern main-
tenance.””” Norway, for example, has not changed its attitudes to
social inequality since becoming a major oil producer in the 1970s,
and the discovery of oil fields in the North Sea did not trigger a
struggle for the appropriation of profits in Norwegian society. The
change in the “base” did not remodel the “superstructure.” On
the contrary, it was decided that oil would be managed as a public
resource, and the revenues invested in a sovereign wealth fund.®®
This view of the substantial continuity of social processes does
not deny the possibility of change; it simply assumes that changes
are gradual and cumulative.”® Human culture only evolves very
slowly because individuals need at all times to know with
certainty what is acceptable behavior: society eschews what
Durkheim called “anomie” or absence of behavioral standards. It
may take several centuries for a significant change to occur in
this domain, which can never be complete. The flaw inherent in
historical materialist approaches to social forecasting lies, there-
fore, in their failure to acknowledge human culture as an au-
tonomous force and to appreciate the role of cultural inertia.
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But—and this is the second objection—is there not perhaps a
substantial difference in the extent to which hierarchies and in-
dividualism are rooted in Western history? The latter, as men-
tioned, is a much more recent phenomenon than the former.
Ancient society was certainly highly hierarchical, even more so
than today, but it was by no means individualistic. In the feudal
system, too, hierarchical social structures were still coupled with
a fundamentally collectivist social pattern: feudal society was ho-
listic in Dumont’s sense, as the upper order encompassed the
lower order, both being bound together by the exchange of loy-
alty against protection. The modern hierarchical social structure—
which is hierarchical in its economic substance, no longer in its
political form (that was changed by the French Revolution)—
evolved in continuity with feudalism, which in turn had its roots
in the slave system of antiquity. But individualism has emerged
as an entirely new value, along with the recognition of the sacred-
ness of property rights and the idea that social interaction should
be based on contract. According to Elias, individualism made its
early appearance in European society at the time of Descartes.
Descartes’s statement Cogito, ergo sum (I think, therefore I am),
although it was not made by an average seventeenth-century
person, symbolizes the emancipation of the “I-identity” from the
“we-identity” as “connected to specific changes affecting all rela-
tionships of life and power in occidental societies.”® The struggle
for emancipation from the authority of tradition, and for free in-
quiry and self-determination, had been going on for at least a
century, and clearly had deeper origins in the urban culture of
the late Middle Ages. Yet, as Gurevich points out, the fact remains
that “the medieval individual was primarily a member of a group
and it was mainly within the group that he or she acquired an
identity.”®! On the contrary, modern individuals, who still acquire
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an identity through relationships, tend to see themselves as sepa-
rate from the group, even exaggerating this autonomy. They con-
sider themselves free to establish relations with the group based
on mutual convenience.

If the vertical character of the social structure is too deeply in-
grained in Western history, is it conceivable that at least the
trend toward individualism might be reversed? To those who wish
to see the economic and social system currently prevailing in the
Western world evolve in a radically egalitarian way, this possi-
bility might sound like a glimmer of hope. The question would
have an easy answer—a negative one—if we subscribed to the
thesis that complex societies tend to be individualistic.®* This is
Durkheim’s old idea that modern societies, driven by the progress
of the division of labor, are based on “organic solidarity” or free
association, as opposed to traditional societies held together by
“mechanical solidarity” or the belonging of individuals to a com-
munity.®> Durkheim’s is in all probability an undue generaliza-
tion, reflecting the ethnocentric projections of Western social sci-
ence. But this does not detract from the fact that in Europe and
in European settler societies the advance of individualism has
been constant for several centuries. Individualism is the shape
taken, in this part of the world, by the modernization process.
This double bond makes it difficult to imagine that a dramatic
reversal of such a trend could take place.

There remains one last point to be addressed. In Chapter 4 the
possibility was mentioned of a conflict of values within the same
society between values that work in favor of capitalism and values
that work against it. This conflict could prove to be particularly
problematic should the social system reach a breaking point and
be threatened with disintegration by the uncontrolled operation
of economic forces. This hypothesis is clearly indebted to Karl Po-
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lanyi, whose ideas on the political and economic origins of the
twentieth century, put forward over seventy years ago, continue
to inspire social scientists in their attempt to understand the pre-
sent.* The problem with radical Polanyian views is that they
tend to conceive capitalism as totally “disembedded” from society
(in this sense they are antithetical to poststructuralist interpre-
tations). Polanyi saw “liberal capitalism,” and the self-regulating
market economy that constituted its backbone, as departures
from what was for him the physiological state of society. He of-
fered a compelling historical reconstruction of their triumph and
crisis, up to World War II, but not a theory of disembeddedness.
The theory should explain why market-based capitalism is a dis-
ease, which requires one to formulate a hypothesis on the nature
of society, to specify what are the standards of health (or at least,
if one defines disease as what is dysfunctional to the survival of
the social body, to explain how it actually compromises its func-
tioning). Since I do not have objective elements to affirm that cap-
italism is a disease, nor can I base myself on personal value judg-
ments, I think it is fair to acknowledge that capitalism is indeed
embedded in society, or rather in some societies, but that it is only
embedded in them to a certain extent. In this, capitalism is no
different from other institutional frameworks. It is in the nature
of institutions to be unstable and only rarely in equilibrium. They
are born in a way that dovetails with the social conditions of the
moment but are later subjected to pressures that lead them to
change; they come into conflict with the expectations of actors
and go through subsequent phases of adjustment. The relation-
ship that society has with capitalism is thus best characterized as
a relationship of constant tension. In the past, when the market
economy exceeded its limits, it was brought back into line: this
happened first with fascism and then with the mixed economy.
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In fact, the developed world was deprived of liberal capitalism for
almost fifty years, from the 1930s to the 1970s, and there is no
reason to believe that other (hopefully peaceful) course correc-
tions cannot be made in the future. Obviously, after each cycle
reality re-forms; the old forms, instead of disappearing, are in-
corporated into the new ones; and the most radical elements are
suppressed in the process. But the result is always an institutional
arrangement that is somewhat different from the previous one.%
Should we get used to thinking of the future of capitalism as an
endless sequence of cycles and countercycles, of thrusts and coun-
terthrusts, leading to multiple adjustments rather than to the
creation of a new socioeconomic system? Not exactly. The emer-
gence of a new system will be possible when the circumstances
under which the old one was formed have eventually ceased to
exist. It will reflect the changes in the material circumstances as
well as in the cultural sphere that are to occur over the next few
centuries. The transition, however, will be so gradual that it will
be barely noticeable.

Tomorrow’s Capitalism: Political Instability
and the Scope for Progressive Reform

While it is good to refrain from venturing into long-term fore-
casts, some conjectures about the near future of capitalism can
be made on the basis of current trends. In this regard, global dy-
namics must be kept separate from those unfolding in the core
of the capitalist system. Globally, it is not too risky to assume that
capitalism will shrink. It is likely that this process, triggered by
the growth of rival systems, will be accelerated by the decline of
American political and cultural hegemony and the transition to
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a multipolar order. As mentioned, outside the West there is a lack
of cultural elements to support capitalism. The countries that have
historically adopted it have done so either because they were
forced into it or by emulation, or by a combination of the two,
and while they were embracing the capitalist logic they were
transforming it. To get a sense of how significant these modifica-
tions have been, think of Japan’s keiretsu system, a highly rela-
tional and collusive (no derogation intended) form of capitalism,
or Singapore’s state capitalism. As Western power and influence
over other parts of the world fade away, these differences between
capitalist varieties might become more marked. It is also expected
that existing noncapitalist powers will extend their area of influ-
ence, as China is already doing in almost any direction, after
starting with the low- and middle-income countries in Asia and
Africa. I therefore disagree with Branko Milanovic when he de-
scribes a triumphant capitalism that, alone, rules and will con-
tinue to rule the world, diversifying into only two varieties: one
liberal and “meritocratic,” the other authoritarian and “po-
litical.”®¢ It seems to me that Milanovic underestimates the dif-
ferences between economic systems and their causes, which lie
in the qualities of the underpinning societies. An appreciation of
these causes, as well as of the nature of the forces that push the
systems to converge or diverge, allows one to grasp the potential
for divergence inherent in the current geopolitical situation.

In the core capitalist countries, on the other hand, we must ex-
pect a more or less long period of strong instability. Apart from
the advent of new financial crises, which are always possible, we
will have to deal with the political convulsions caused by the frus-
tration of social needs that unregulated capitalism continues to
trigger. Since 2016, many strange things have happened in the po-
litical sphere that no one could have imagined only a short time
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before. Faced with these disconcerting events, partly tragic and
partly bizarre, more than one scholar has been reminded of the
“morbid symptoms” that Antonio Gramsci wrote about in 1930
while observing the crisis of the liberal system. As he put it, “The
crisis consists precisely in the fact that the old is dying and the
new cannot be born: in this interregnum, morbid phenomena of
the most varied kind come to pass.”®” Whether or not these phe-
nomena are the miasmas emanating from the slow decomposi-
tion of capitalism, they are certainly a sign of the crisis of its neo-
liberal embodiment. By certifying the unsustainability of this
model, they are a prelude to its overcoming—an overcoming that
promises to be troubled and painful.

The search for protection against the growing insecurity and
decline in the quality of life perceived by ordinary people has
come through the revolt of national citizenries against cosmopol-
itan élites, who are blamed for being at the origin of their trou-
bles. This has often been associated with the rejection of tradi-
tional political parties, by which a large part of the population no
longer feels represented. The outcome of the 2016 Brexit refer-
endum, the election of Donald Trump as President of the United
States later that year, and the rise of a populist coalition to power
in Italy in 2018 reflect both trends. What the new political actors
who ride the wave of protest have in common, lack of scruples
aside, is a strategy that we might call “mass distraction.” Holding
the UK for years hostage to exhausting and inconclusive nego-
tiations with the European Union; threatening the construction
of walls on the US-Mexico border; pointing to Chinese competi-
tion as the main problem of American industry; treating African
immigration to Italy as a national emergency and fighting against
those who save lives at sea are all diversionary actions that serve
to mask the ambivalence of the far right toward neoliberalism.



HOW CAPITALISM SURVIVES 269

This strategy guarantees the agitators in power temporary impu-
nity, while the real problems underlying the social malaise are
not addressed or are worsened. For their part, cosmopolitan élites
strike back by compacting in antipopulist function. The election
of Emmanuel Macron, a forty-year-old former banker, as Presi-
dent of France in May 2017 was, in its kind, no less peculiar than
that of Trump. Macron won at the head of a party founded a few
months earlier and reduced to insignificance the two main forces
that had dominated the French political scene since 1958. His
manifesto had no clear objectives, except to oppose the alleged
neofascist threat of Marine Le Pen’s Front National. For a while
the bogeyman of fascism held the middle classes together, but
soon they too felt betrayed by fiscal policies in favor of the super-
rich, while the working classes (who had not voted for Macron)
were boiling because of the increased cost of living and the gov-
ernment’s assault on workers’ rights. A year and a half after his
election, the popularity of the “president of the rich” was in
freefall and his own ability to govern threatened by the yellow
vests movement, a movement of angry citizens that put Paris and
other French cities to fire and sword until the spring of 2019.

It is clear that a vicious cycle has been established from which
the populist right is destined to draw more and more strength and
that only a progressive left could break. All the more so as the
high levels of electoral mobility and abstention, indicating disaf-
fection and despair, would offer ample room for growth to those
who should propose a convincing alternative. But the problem is
that, in the end-of-history decades, the progressive left became
extinct almost everywhere, and it struggles to reemerge. With the
exception of Britain, where the resurrection of social democracy
(at least as an opposition force) seems to have succeeded, and
Scandinavia, where its flame never really died out, in the rest of



270 FORETELLING THE END OF CAPITALISM

Europe the political space of reformism is currently occupied by
parties that have not yet come to terms with the Third Way’s
failure, firm in the anachronistic belief that elections are won at
the center. These parties are focused on civil rights but totally ne-
glectful of social rights, committed to the defense of the envi-
ronment but not to that of labor, devoted to the sacred dogma of
globalism, and therefore are voted for almost exclusively in the
affluent neighborhoods of cities. Unless they recover some con-
nection with the more vulnerable social strata and return to speak
their language, they have no future. The United States is a sepa-
rate case. Here the growing popularity of “socialism” is an unpre-
cedented phenomenon, the only comparable exception being the
upsurge of the labor movement in the 1930s, and whether it will
persist over time is yet to be demonstrated. The way in which the
leaders of this new left are able to expose the contradictions em-
bodied in a social model based on economic privilege will be crit-
ical to its future appeal. In the short term, however, it will prob-
ably be the ups and downs of GDP growth that will determine
the mood of the electorate.

This said, the challenges that await progressivism cannot be re-
duced to a problem of political leadership and ideas. There are
obvious structural obstacles to social democratic governance. The
circumstances that contributed to the early crisis of this model,
between the 1970s and 1980s, have by no means disappeared. The
fact is that, contrary to what is commonly assumed, these con-
straints are not absolute. Of course, in the developed world we
will not be able to return to the impetuous economic growth of
the postwar period, but this does not entail the impossibility of
pursuing redistributive policies, only that greater determination
will be needed to this effect. Financial deregulation has progressed
further since the seventies, when the adoption of floating ex-
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change rates paved the way for offshore financial markets. There
are, nonetheless, governments that manage to put sensible eco-
nomic and social policies in place even within this suboptimal
framework, and it cannot be excluded that the institutional con-
text might, in turn, improve as a result of the ongoing geopolitical
changes.

In order to operate at its best, a social democratic regime needs
first of all the power to tax without being blackmailed by those
who want to escape taxation. It needs the power to pursue its own
industrial policy without the threat of corporate relocation. It
needs monetary sovereignty to finance public spending without
having to submit to the household-budget rule that spending
must not exceed revenues. It needs a public sector of adequate
size, which will help to absorb unemployment, including techno-
logical unemployment. Finally, it needs extensive public owner-
ship in sectors such as infrastructure and banking, because of
their social relevance and strategic importance. While it is true
that almost no OECD country (the countries that used to form
the Western bloc) currently meets all these requirements, it is also
true that relatively few countries are not free to act on any of these
fronts, and they can only thank themselves for getting into such
a situation, as these unfortunate countries are all within the
eurozone.

Some evoke the myth of globalization—a shorthand for the
free movement of goods and capital, delocalization, and so on—
as a spontaneous force that cannot be resisted to argue that the
pursuit of social justice is only possible at a supranational, trans-
national, or even global level. Calls for a global Keynesianism (let
alone a global Jacobinism) seem to me to be at best wishful
thinking.®® In the foreseeable future, there are no conditions to
implement any progressive agenda even at the supranational level,
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for instance in the EU, where this would require at least a com-
plete change in the rules of the game, hence a rewriting of the
treaties, impossible as long as conflicting interests between its
members persist. The state—where it survives intact—is today the
only framework within which social democracy can exist, and
where its structures have been weakened, they should be repaired
so that sovereignty is restored.®® Still, representing the world in
black and white, as if the choice were between full sovereignty and
no sovereignty, would be inaccurate and misleading. There are
various degrees of sovereignty and freedom of political action,
and the more, of course, the better.

Another myth to be debunked concerns the active role of the
state in industry and services, namely, the supposed inefliciency
of the public sector compared to the private sector. This drawback
is often cited together with the loss of welfare that consumers are
said to suffer as a result of the lack of competition. There is no
serious evidence to confirm these prejudices. Companies are ef-
ficient or not depending on how they are managed, not on who
owns them, and the same applies to services. Speaking of effi-
ciency, a poll conducted in 2018 revealed that the clear majority
of Britons thought that the privatization of the country’s railways
had been a mistake.”” Anyone who has tried the service recently
will not find it hard to understand why. There is, on the other
hand, ample evidence that the state is the only actor able to carry
out innovation not just in areas where investments have low eco-
nomic returns but in those where they are at high risk. Without
the state we probably would not have pharmaceutical break-
throughs, things like microprocessors, and the Internet, and we
could not hope to develop green technologies.”! Only the power
of the state allows private interests to be overcome, and this ap-
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plies as much to the distribution of existing wealth as to the cre-
ation of conditions for its future generation.

A Call to Action

Capitalism is a socioeconomic system and a fairly culture-specific
one. Its adaptability to non-Western environments has proven
to be only partial. The specific historical circumstances that
prompted its formation will evolve—indeed, they are already
evolving—and slowly change the structure of the existing system
until it is turned into a new institutionalized social order. Capi-
talism is not an ideology. It cannot be defeated by denouncing its
ties to vested interests. It cannot even be expected to disappear
overnight as once happened with the Soviet Union. Capitalism
is a bundle of deep-seated institutions; the USSR was a state, a
contingent political construction.”> A more appropriate bench-
mark in political history would be the evolution of the mon-
archy. Early modern monarchy was already a different institution
from the feudal monarchy. When the absolutism that character-
ized early modern states proved to be anachronistic, they were
swept away by modern revolutions. But the monarchy continued
to survive as a “bourgeois monarchy,” before being gradually dis-
mantled or turned into a purely symbolic remnant. This process
unfolded over a thousand years. Capitalism has already under-
gone similar transformations; it is no longer the way it used to be
in the nineteenth century. Of course, evolution is often a case of
two steps forward and one step back. This applies to capitalism
as well as to political systems. Many, for instance, were impressed
by the rise of the New Right in the 1980s, which promised to bring
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back to life the night-watchman capitalist state of the times of
Adam Smith and David Ricardo, and are still impressed by the
“strange non-death of neoliberalism.””® Likewise, many were
struck by the restoration of the monarchy after the Congress of
Vienna (1814-1815). Yet this was not permanent, nor did it bring
France back to the epoch of Louis XIV or Prussia to that of Fred-
erick William I. Times had changed.

Despite the tendency of social reality to evolve in time, there
are features of social interaction, such as hierarchies and individ-
ualism, that are so tightly intertwined with Western history that
they are likely to persist whatever the fate of capitalism. Capi-
talism may well retreat into its geographical core, and eventually
evolve into something else, but there is no reason to believe, in
principle, that this will be a better or more egalitarian system. I
do not think, in other words, that socialism is inscribed in human
nature and that it is enough to find a way to make altruism pre-
vail over selfishness to rekindle its light.”* In imagining institu-
tional change, we must come to terms with the limits of the pos-
sible. There is no point in deluding people with false promises of
networked workers who, in the age of soft power and IT, take the
means of production back; nor do we need the mirages of “new
commons,” fantasies of globalizations that work to the advantage
of the multitude, and similar millenarian expectancies. Should
we give in to resignation, then? Should we believe, as has been
suggested, that only wars and natural catastrophes can reduce in-
equality and that nothing can be done about it?”> Should we
completely discard the notion of progress and abandon ourselves
to a gloomy view of human enlightenment, dismissing it at best
as an illusion? That would not be a realistic attitude either. Cer-
tainly, enlightenment cannot be taken for granted: the conquests
of reason are made day by day, and what is gained can easily be
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lost. Yet we cannot help but see that some progress has been made.
If, in the capitalist era, the critique of the existing order becomes
possible and has an audience it is because bourgeois liberties make
it possible. It is the clash between formal equality, which has its
political expression in civil rights and its economic expression in
market exchange, and substantive inequality, which manifests it-
self in the asymmetry of power relations and in the distributive
imbalances stemming from it, that triggers contestation. Such a
critique was possible neither against the slave system of ancient
times nor against the feudal system in the Middle Ages.”® That
leaves the door to hope open. If socialism is not inscribed in
human nature, neither are greed, privilege, and oppression.
Gunnar Myrdal’s point that we need experience of a nonde-
terministic conception of history, one that also sees the con-
straints of structural conditions and forces, is still valid, although
we can no longer share his blind confidence in our ability to shape
the future. Undertaking it now requires a double dose of courage.
Today, social democracy is living its most difficult moment, hu-
miliated and betrayed by its own representatives and understand-
ably mistrusted by the very sections of society it is supposed to
protect. But some of the greatest human achievements are related
to its history. Marx wrote that the principle that everyone should
be rewarded according to their contribution was not acceptable
except as an intermediate stage toward his perfect society. The
latter should be based on rewarding each according to his or her
needs.”” It was a just aspiration, which arose from the observa-
tion that abilities are unequally distributed among humans and,
therefore, mere proportionality cannot be a criterion of justice.
This ideal, however, was not realized in a “higher phase of com-
munist society,” as he had expected. It was realized at the height
of the social democratic experience, despite all its imperfections.
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Among the aberrations of the twentieth century, social democ-
racy was the only system that recognized the needs of human be-
ings, freed them from dependence on the benevolence of others,
and guaranteed them dignity. We must not resign ourselves to its
crisis but fight for its renewal. The road is narrow, the outcome
uncertain. But do we have alternatives?
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