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	It was only by luck that the end of laissez faire as a doctrine for guiding economic policy did not mean the complete end of the market economy. “Keynesianism” and the “mixed economy” that it supported emerged barely in the nick of time.



	The Keynesian escape route opened up key ground in the middle between Hitler and Stalin. Keynes argued that the market economy and capitalist order could be salvaged, and salvaged by relatively minor reforms. According to Keynes, an activist welfare-state government with a commitment to full employment had the tools to eliminate Great Depressions, and could put economies back onto the road to Utopia. If only governments would spend money freely (without raising taxes) in times when total demand was low, and raise taxes (without spending) in times when total demand was high, then ﬂuctuations in employment and production could be greatly reduced, and Great Depressions avoided.



	Belief in this escape route was soon strongly reinforced by facts. Those countries that had tried it by accident during the Depression—had inﬂated early, printed money, ensured low interest rates, and run large budget deﬁcits—managed to survive the Depression much more easily than others. World War II provided ﬁnal proof, were any necessary—”vindication by Mars,” as John Kenneth Galbraith calls it. Unemployment, “structural” or “permanent” during the 1930’s, vanished in the 1940’s. And the United States fought World War II without reducing civilian consumption: all of U.S. war production came from new capacity or from capacity that stood idle at the end of the 1930’s. 



	Demand expansion—deliberate attempts by governments to put the unemployed back to work by deﬁcit spending and loose-money low interest rate policies—was successful in the 1930’s and 1940’s. It put the unemployed back to work. It did not contain within itself the seeds of a renewed Great Depression. The promise was made that Keynesian policies could deal with episodes like the Great Depression. This enlarged the policy steps that could be undertaken without forcing a deﬁnitive break with the market-capitalist order, and without forcing a choice between Hitler’s way and Stalin’s. 

	

	In retrospect, the effectiveness of “accidently Keynesian” policies of moderate expansion, inﬂation, and devaluation in the interwar period seems tied to the fact that they were the exception rather than the rule. They were effective precisely because they were implemented in a context in which the background assumption was that gold standard discipline, not Keynesian largess, would be the rule for economic policy.  The background assumption that deﬂation and adherence to the gold standard would be the rule ensured that “Keynesian” policies would be effective and also ensured that they would not be systematically undertaken—for central bankers and politicians shared the same background assumption about how the world should work.



	Another important factor shoring up the ground under Keynes’ feet was the realization that the political and economic struggle between classes as it had been carried out in Europe between the wars had ended in such complete disaster for all. Right-wing factions had wanted low wages, no welfare state, and stable prices; left-wing factions had wanted high wages and an extensive welfare state. The political and economic disruptions that this struggle generated led to fascism and Nazism, which had beneﬁtted no one.



	Mainline politicians in the interwar period had looked forward to establishing their vision of what the distribution of wealth and the size of the government should be by overrunning opposition. Mainline politicians after the interwar period were less interested in victory than in compromise, for they thought that compromise was necessary to avoid the possibility of political collapses like those that had led to fasciam, and economic collapses like the Great Depression.�



	The magnitude of the unemployment seen during the Great Depression also shifted politicians’, industrialists’, and bankers’ beliefs about what the key goal of economic policy was. Before the Depression, the key goal was to maintain a stable currency and exchange rate. After the Depression, the overall level of employment became of prime importance: the magnitude of the employment shortfall of the 1930’s created strong pressure in the 1940’s and after to fulﬁll labor’s agenda ﬁrst. Somewhat to their surprise, owners and managers of real capital—industry—found that they had gained, not lost, from the new emphasis on high employment. For high employment means high capacity utilization. And as long as high employment was guaranteed, unions and liberals were not eager to engage in struggles for control of the workplace. Rather than seeing tight labor markets erode proﬁt margins by raising wages, owners of property saw high demand spread ﬁxed costs out over more commodities and so increase proﬁtability.



	Christian and social democracy, the twin political powers of the post-World War II world, thus avoided many of the class-conﬂict based dilemmas of the interwar and pre-World War I period because the shock of the Great Depression had shifted politics from a concern over redistribution to a concern over production. All would lose heavily from another Great Depression. And so it seemed much more worthwhile to compromise, and to pursue policies that would enlarge the pie to be distributed rather than for either side—either the left or the right—to engage in substantial redistribution. Thus for all parties the post-World War II mission became, in Charles Maier’s words, “one of expanding aggregate economic performance and eliminating poverty by enriching everyone, not one of redressing the balance among economic classes or political parties.…The true dialectic was not one of class against class, but waste versus abundance.”�



	It is hard to argue that anyone made a mistake in accepting the “mixed economy.” It consisted of market capitalism, buttressed by both a public commitment to Keynesian policies to maintain full employment and an expanded social insurance system. Had either owners or workers held out for more, they might well have ended up with far less. How far down must one go in the income distribution to ﬁnd citizens of the United States or West Germany who are worse off today, in a material sense, than the average citizen of Czechoslovakia?



	To make this point another way, the lowest 80% of the population generally receive about 50% of the income. To reduce the excess share of the top 20% by two-thirds—from 50% to 30% of income—would raise the average income of the bottom eighty percent of the income distribution by only two-ﬁfths. But this is smaller than the difference between the U.S. and France, or between Canada and Australia, or between Venezuela and Brazil. This is a difference that is made up in twenty years of economic growth at the post-World War II pace. Thus the question: is upsetting the political and economic order of the industrial west worthwhile in order to attain a given level of wealth for the median citizen twenty years early? And can the order be transformed without losing more than 20 years’ of growth in the uproar. 



	The social democratic answer since World War II has been that it is probably not worthwhile. Given the track record of the revolutions that have occurred in the twentieth century, this position is worthy of respect. Certainly communist revolutions have established régimes that have destroyed far more wealth than the property-owning strata at the top of industrial market economies have exacted. Overturning the political and economic structure of the industrial west, and replacing it with a large bureaucracy, can seem a possibly worthwhile goal if market capitalism cannot deliver economic growth. Not otherwise.



	The fact that the Great Depression was the major impetus for the leftward shift from a laissez-faire to a more managed “mixed” economy had an impact on the form of the post-World War II welfare state.  In Europe the mixed economy had a somewhat egalitarian bent:  it was to level the income distribution as well as insure citizens against the market.  In America the major welfare state programs were sold as “insurance” in which individuals on average got what they paid for.  They were not tools to shift the distribution of income.  Social Security made payments that were proportional to earlier contributions. The pro-labor Wagner Act framework that set up the National Labor Relations Board was of most use to relatively skilled and well-paid workers with secure job attachments who could use the legal machinery to share in their industries’ proﬁts. And the degree of progressiveness in the income tax was always limited.



	Thus the fact that the expansion of the welfare state took place in the wake of the Great Depression when everyone felt threatened by the possibility of unemployment (rather than through social democratic election victories in normal times) had a strong impact on the substance of the mixed economies. It severely limited the redistributive content of welfare states, for the pro-welfare state coalition that ensured liberal political dominance in the years after World War II was focused not on working class, egalitarian but on middle class, social insurance concerns. 
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Post-World War II Europe:
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The Marshall Plan:
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The Labour Government:
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NATO and Korea:
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The Post-World War II Settlement in the West:
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The Sovietization of Eastern Europe:
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The East Is Red! The Sun Has Risen! In China, Mao Zedong!:
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The Great Post-World War II Boom

	Even a casual glance at numbers and growth rates reveals that growth and recovery after World War II was astonishingly rapid. Considering the three largest Western European economies—Britain, France, and Germany—the Second World War inﬂicted much more damage and destruction on a much wider area than the First. And (except for France) manpower losses were greater in World War II as well. The war ended with 24 percent of Germans born in 1924 dead or missing, and 31 percent disabled; post-war Germany contained 26 percent more women than men. In 1946, the year after the end of World War II, GNP per capita in the three largest Western European economies had fallen by a quarter relative to its pre-war, 1938 level. This was half again as much as production per capita in 1919 had fallen below its pre-war, 1913 level.



	Yet the pace of post-World War II recovery soon surpassed that seen after World War I. By 1949 average GNP per capita in the three large countries had recovered to within a hair of its pre-war level, and in comparative terms recovery was two years ahead of its post-World War I pace. By 1951, six years after the war, GNP per capita was more than ten percent above its pre-war level, a degree of recovery that post-World War I Europe did not reach in the eleven post-World War I years before the Great Depression began. What post-World War II Europe accomplished in six years had taken post-World War I Europe sixteen.



	Moreover, the post-World War II recovery did more than just rapidly restore Western Europe to its previous peacetime long-run growth path. French and German growth during the long-post World War II boom carried total production per capita to levels that far outstripped their economies’ pre-1929 or even pre-1913 growth trends. In both France and West Germany labor productivity had outstripped their pre-1913 trends by 1955, and thereafter saw no noticeable slackening of growth. The dynamic of western European growth after World War II is an order of magnitude stronger than had hitherto been seen. 





Figure 3

Post-WWI and Post-WWII Recovery of Average British-French-Germany Production per Capita
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	This rapid pace of European growth was not solely due to the strength of the world economy in the post-World War II period. A relatively rich non-European country like Argentina, which even in 1960 still possessed labor productivity levels equal to 75 percent of those in France, saw its national product per capita grow more slowly in the post-World War II than in the pre-1929 or pre-1913 period. Western European economic success in the post-World War II period must be attributed to its successful post-World War II institutional and economic reconstruction—a reconstruction an order of magnitude more successful than that of the post-World War I period, and that put into place a political-economic régime an order of magnitude more successful at delivering rapid equitable growth than either interwar Europe or post-World War II South America.



	The Bretton Woods conference of 1944 set up the post-World War II international economic system which was to prove extraorinarily successful. In intention, obedience to the rules of the International Mondetary Fund would provide macroeconomic equilibrium. Countries would maintain ﬁxed exchange rate parities vis-a-vis one another. When one country ran a persistent balance of payments deﬁcit that threatened to exhaust its reserves, it could borrow from the IMF. In return, the IMF would seek macroeconomic policy adjustments in order to bring the balance of payments back to a sustainable level, or, in the case of “fundamental disequilibrium,” would recommend a devaluation.



	The existence of the Bretton Woods framework made it much easier to achieve and maintain a régime of low tariffs and free trade. With stable exchange rates, a chief weapon that domestic industries could pressure governments to use to protect them (and a chief excuse for protection) would not be in operation. And to the extent that the IMF’s rules helped keep employment high and Great Depressions at bay, there would be little pressure for protectionism. Absent macroeconomic collapse, it would be hard to make a case that protecting countries would gain more than—as they cut themselves off from the international division of labor—they stood to lose.



	A second institution, itself not the creation of Bretton Woods but a stopgap that grew up when the institution envisioned at Bretton Woods, the International Trade Organization, failed to be born, was the General Agreement on Tariffs and Trade. It established general rules—multilateralism and non-discrimination—that meant that trade liberalisation for one would become trade liberalisation for all, and established, for the ﬁrst time, an ongoing institution dedicated to the reduction of barriers to trade throughout the world. The Bretton Woods framework, and GATT, were successful. The average tariff imposed by the United States declined by nearly 92 percent over the 33 years from the Geneva Round of 1947 to the Tokyo Round of 1974–79.  From 1953 to 1973, world real GNP grew at an average rate of 4.7 percent, and world trade at a rate of 7.5 percent per year. 



	Did trade liberalization cause the trade expansion? To a large degree, yes. Did the trade expansion drive the economic prosperity of the long Keynesian boom? It seems likely that, to some degree, it did. Intra-industry trade became very important in the post-World War II era. World trade became not the exchange of coffee for washing machines, but the exchange of small cars for large cars, or of high-priced silks for moderate-priced synthetics. The post-World War II industrial world was populated by a large number of ﬁrms making differentiated products, and then selling these products worldwide. The added scope of the market allowed for a greater division of labor, and here—in consumers’ choice certainly, and in productivity possibly—was a major gain from trade. Moreover, many World Bank and other studies have documented a strong link between trade liberalization and economic performance in the developing world. There is no reason to think that such a link does not exist for the industrial west as well.



	The political and economic environment within the industrial nations was also extraordinarily favorable in the years immediately after World War II. All parties and economists were terriﬁed lest the Great Depression return. And in order to ﬁght off this possibility, politicians and economists paid very close attention to the lessons of the Great Depression and of the New Deal, which were seen as roughly three: unemployment is the disease, high demand is the medicine, and the federal government—though loose monetary policy and deﬁcit spending—is the doctor. Conﬁdence in the mixed economy commitment to maintain spending, demand, and production helped, perhaps more than the commitment itself, to keep the post-WWII era free of Great Depressions.  Instead, the mixed economies risked an acceleration in inﬂation rather than even a small chance of a severe Depression.  Over time, this pro-inﬂation bias intensiﬁed, became anticipated, and so lost some of its efﬁcacy at preventing unemployment.�



	Post-World War II economic policy was surely far better than what had been seen in the Depression, and somewhat better than what had been seen in the pre-Depression era. On average, year in and year out, the economy’s production was perhaps one or two percentage points closer to its full employment level than in the pre-Depression period. This is not a small number in absolute terms: it is $75 billion a year at present rates, or $300 a year per capita. But it outweighs the costs imposed by the tolerance of inﬂation only as long as the Federal Reserve is able to keep inﬂation moderate through its games of bluff and recession. And it is small relative to the beneﬁts of faster long-run economic growth—which was the truly important and impressive feature of the post-World War II Great Keynesian Boom.



	As time passed, and the memory of the Great Depression dimmed, governments’ commitments to ﬁght unemployment ﬁercely even at the cost of risking some inﬂation began to ﬂag. This became of great importance because the post-World War II economic system’s ability to deliver low unemployment without high inﬂation began to erode as well. Between 1954 and 1969—between the Korean War and the height of the Vietnam War—it looked as though the U.S. economy was sliding back and forth along a stable inﬂation-unemployment “Phillips Curve.” Democratic governments tended to spend more time at the left end of the curve, with relatively high inﬂation and relatively low unemployment. Republican governments tended to spend more time at the right end, with low inﬂation and higher unemployment. But by absolute and by historical standards, both inﬂation and unemployment were low.



	The ﬁrst sign that something had changed came during Richard Nixon’s ﬁrst term as president. He attempted to move the economy from the left to the right side of the 1954–69 curve, and found that it would not go. 1970–1973 saw unemployment and inﬂation both at high levels relative to the previous post-World War II experience (although still at low levels absolutely). After some thought, a consensus was reached: tight monetary policy and attempts to ﬁght inﬂation by marginally increasing unemployment no longer worked because no one believed that such efforts would be continued very far. Auto workers, say, believed that the government would not allow widespread unemployment in the automobile industry—that the government would pump up nominal demand to give people enough liquidity to buy cars if ever the industry’s sales began to drop. This left the United Auto Workers, therefore, with no incentive to moderate its wage demands—it was not risking serious unemployment on the part of its members if it did so. And this left the automobile manufacturers with no incentive to resist demands for higher wages: they could simply pass them on in higher prices. And so the economy had grown “used to” steady inﬂation at ﬁve percent per year.



	How to deal with this dilemma? One possibility was that the government should create a truly massive recession—should make it painfully obvious that if inﬂation rose too high and if wages agreed on by workers and ﬁrms rose too rapidly, the government would not accomodate, would not expand nominal demand, but would instead inﬂict unemployment and keep unemployment high until inﬂation came down. No president wanted to think about this possibility. It was, in the end, the road the United States took, but largely by accident and after many stopgaps. And in taking this road, the U.S. brought about not only the end of the most successful economic order the industrial world had seen, but also the end of American economic preeminence.
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Unemployment:
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Inﬂation:
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Technology:
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Convergence:



The ﬁgure below plots the association between productivity growth and one component of investment, the share of total production devoted to machinery investment, for 25 relatively rich countries during a large part of the post-World War II period. The ﬁgure plots how much productivity growth than would be expected, and how much higher machinery investment is than would be expected, given standard growth patterns and given the initial productivity gap vis-a-vis the United States, the population growth rate, and the amount of investment in other categories. The economis are, loosely spread out along a line running from Chile in the lower left corner to Japan and Israel in the upper right corner. 
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	The key reason to believe that machinery investment causes rather than reﬂects productivity growth  is the interrelationship of relative price structures, machinery investment, and growth. There is a strong negative association between machinery prices and growth. High machinery investment, low machinery prices, and rapid growth go together. If rapid growth was the cause of high investment, then the chain of causation should run something like this: rapid growth promises high future proﬁts, and so creates a high rate of investment and a high demand for machinery—whether produced at home or imported. A high demand will lead to a high quantity only insofar as the high demand raises the price, and so makes it proﬁtable for domestic producers to expand production and importers to expand imports. If high machinery investment were an effect rather than a cause of rapid growth, we would expect to see a high rate of growth and of machinery investment also associated with relatively high prices of machinery and equipment.



Figure 5

Scatter of 1960–85 Productivity Growth and Machinery Prices
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	By contrast, if rapid growth were an effect and not a cause of high rates of machinery investment, then the chain should run something like this: favorable supply conditions (pro-growth government policies, and a favorable environment) make the price charged for any ﬁxed quantity of machinery—whether produced at home or imported—relatively low. Favorable supply thus leads ﬁrms and investors to migrate down and to the right along their demand-for-machinery curve, and leads to a high quantity of machinery only insofar as the price is lower. The high quantity of machinery leads to a rapid rate of economic growth, and so we see a high rate of growth and of machinery investment also associated with relatively low prices of machinery and equipment.
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	On average, corporations earn proﬁts of perhaps ten percent per year on their invested capital. Some of these proﬁts are surely a rent paid for their brand names and their market position. So the average rate of return on capital, and presumably on machinery investment, will be somewhat less. Yet the strong association of machinery investment with economic growth suggests a social marginal product of machinery investment of at least 30 percent per year. This divergence reﬂects how large the educational, training, and other positive effects of having machines around to work with are. 



	The importance of machinery investment as a correlate of growth in is not new. There is a similar pattern in the long run growth record of industrialized countries. This suggests that the association of machinery investment and productivity growth is not a result of any particular features of the post-World War II period, but instead reﬂects a deeper structure that will be present in most cases of industrialization and development.�





The Key Role of Mechanization

	Why should machinery play such a key role? It is, of course, no accident that the era in which European economic growth took off is called the Industrial Revolution. Blanqui, ﬁrst to use the phrase in print, identiﬁed its beginnings in the invention and spread of those “two machines, henceforth immortal, the steam engine and the cotton-spinning [water frame].”� Ever since, qualitative historical discussions of growth have emphasized the role of machinery investment in augmenting labor power.  The statement that “the machine is at the heart of the new economic civilization” is typical of accounts that have assigned a central role to mechanization. Technology embodied in machinery has been”the lever of riches.”�



	Historians of technology have argued that the capital goods industries are uniquely well suited to serve as centers for technological diffusion to other sectors of the economy where such knowledge had practical applications. Rosenberg cites the Brown and Sharpe milling machine, built during the Civil War to make twist drills required for musket production. The newly invented machine turned out to have uses far beyond its initial application. “[W]ithin ten years after…the ﬁrst… machine in 1862,” Brown and Sharpe “had sold similar machines to manufacturers of hardware, tools, cutlery, locks, arms, sewing machines, textile machinery, printing machines, professional and scientiﬁc instruments, locomotives…” and in subsequent decades sold to “ a succession of ﬁrms producing cash registers, calculating machines, typewriters, agricultural implements, bicycles, and automobiles.” The new technology is largely embodied in the milling machine, and diffuses rapidly throughout the economy to the extent that other ﬁrms purchase the machine tool.�



	If the case studies cited by the historians of technology are representative, they suggest—like the international cross-section—that a high rate of machinery investment is necessary for rapid economic growth. Certainly an anemic rate of machinery investment has been associated with rapid relative economic decline in the past, notably that of Britain. In 1870 Great Britain was still the center of the world’s most advanced technologies. But, as Arthur Lewis puts it, by 1913: “organic chemicals became a German industry; the motor car was pioneered in France and mass-produced in the United States; Britain lagged in the use of electricity, depended on foreign ﬁrms established there, and took only a small share of the export market. The telephone, the typewriter, the cash register, and the diesel engine were all exploited by others.”� This is certainly consistent with the hypothesis that a lack of intensive practice using the machines that embody cutting-edge technologies retards the development of the skills necessary to efﬁciently use such cutting-edge technologies.



	This suggests a strong role for government intervention to advance industrial development: the government should step in because private investors do not face the right incentives to invest early and heavily in modern machinery and equipment. The private market system is, on this interpretation of the way the world works, likely to do a relatively bad job in encouraging the pattern of economic activity that will lead to very rapid growth, because those whose decisions are key for growth—ﬁrms that purchase and use machinery and equipment—do not recognize and are not rewarded according to the total social return to their actions. A government that could be trusted to concentrate on economic development, and not on state-building or on its own maintenance of power, should be capable of generating a rapid acceleration of economic growth.



	Is a high rate of machinery investment sufﬁcient for successful development? Clearly not. It is possible to commit very large portions of national output to equipment investment and yet to grow slowly. Equipment investment appears to produce large beneﬁts only if market price signals—rather than administrative allocations—guide its use. Are the two factors of a high rate of machinery investment and a market economy together sufﬁcient for rapid economic growth? Perhaps. At least, to date there are no strong counterexamples. And both the macroeconomic and microeconomic evidence can bear the interpretation that equipment investment, when the allocation of equipment is determined by market price signals, is the strategic factor in long-run economic growth.



	Over the past two decades, many have argued that the typical systems of regulation introduced in developing countries to accelerate development were in fact retarding development. First, they were preventing the economy from responding to international price signals by shifting resources to activities in which the country had a long-run comparative advantage. Second, they were inducing ﬁrms and entrepreneurs to devote their energies to seeking rents by lobbying governments instead of seeking proﬁts by lowering costs. 



	Critics of this line of thought have not been silent. They have pointed to countries—most notably Japan and Korea—that are by every deﬁnition prone to rent-seeking behavior, have explicitly eschewed laissez-faire development strategies, and yet have grown very rapidly. And they have argued that just because some cases of government regulation have been destructive does not mean that all will be, or that at the relevant margin a shift to an activist “industrial policy” will be harmful.



	Noting the salience of machinery investment as a determinant of productivity growth points the way to a reconciliation. Countries like Japan and Korea have exhibited relatively low, not high, prices of machinery. This suggests that producers of capital goods have more often than not been on the losing side of rent-seeking coalitions in Japan and Korea. If equipment truly is an important factor in economic growth, then high growth is consistent with a policy régime that is susceptible to rent-seeking as long as interests seeking high prices and low quantities of equipment investment are on the losing side of political contests. But note that rent-seeking behavior has presumably had a signiﬁcant negative impact on consumer welfare in Japan and Korea, by depriving consumers of access to imports and by preserving agricultural sectors that consume much land and yield relatively little by world standards.



	The general conclusion is one that Adam Smith or Karl Marx would have found natural: market economies prosper and grow when they are managed in the interests of the business class. When governments intervene to shift prices and quantities in order to distribute income away from the productive and entrepreneurial classes—both current and prospective future members of the bourgeoisie—and toward others, whether urban consumers, bureaucrats, or small-scale inefﬁcient rice farmers—economic growth and development suffers. 



	There are powerful pressures on governments, particularly on non-representative “modern dictatorships” peculiarly vulnerable to urban unrest and military coups, that push them in the direction of economic policies that do distribute income and wealth away from the productive and entrepreneurial classes and toward the unproductive military and bureaucratic classes. These pressures have, in the post-World War II period at least, been strong enough to counteract the natural tendency for poor countries to learn rapidly about technology and catch up to rich ones. There is no clear reason on the horizon for these pressures to diminish. Optimists hope that the record of economic failure provided by much third world experience in the past generation will lead to the creation of intellectual pressures for reform strong enough to overcome the bias for stagnation. But ideas have less, and interests more, force than writers and intellectuals would hope. There is no sound reason to be optimistic that the world in ﬁfty years will be, as far as gaps in wealth between nations are concerned, a more equal place than the world today. 



	Poor countries could grow rapidly if their governments took a long-run view of their people’s interest and followed appropriate policies. But what pressures are there to push governments—especially unelected, non-legitimate modern dictatorships—to take a public-spirited long-run view? 



	W.W. Rostow recounts a visit by President Kennedy to Indonesia. Kennedy talked about economic development, and a South Asian development bank to provide capital for Indonesia’s economic growth. The Indonesian dictator Sukarno’s response? “Mr. President, development takes too long. Give me  West Irian [province to annex] instead…”�
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The End of the First-World Left:



	The second school of criticism of Marx is the “ain’t so” school: Marx’s claim that market capitalism immiserizes the population ain’t so. This criticism is powerful because true. And it is one that Marxists have avoided answering. Instead, they have steadily retreated from the analysis of economic reality.� This retreat has been a great irony: a thinker who spent his life trying to focus the attention of the left on the extraordinary economic revolution gathering speed has had his doctrines twisted into a knot that has crippled left-wing economic analysis for a century.



	The retreat has done immense harm to the political tendencies to the left of social democracy. Since the lingua franca of the left has been this dialect of retreating and increasingly abstracted Marxism, those positioning themselves to the left of social democracy have remained committed to the principle that the essence of the market system is evil—as Marx intuited—and that the relevant task is to ﬁgure out just how. The puzzle is how to reconcile the evil essence of market capitalism with its relatively benign appearance in advanced industrial economies—rapidly growing wealth, steadily advancing real wage levels, no radical growth in the degree of inequality, and so on. This has kept the far left’s attention away from real issues of reform and progress. It has had little constructive to say to the mixed economies and democratic governments of the industrial west in the late twentieth century.



	The ﬁrst stage on the retreat was to argue that the market had temporarily avoided immiserizing its own working classes by imperialism. This was always implausible from a quantitative standpoint: however large in proportion to peripheral economies were the spoils squeezed by imperial cruelty, the spoils were always small relative to production and investment in the core industrial west. From the seventeenth century on the west was too rich, and the non-west was too poor, for exploitation of the peripheries of empire to signiﬁcantly affect the economic dynamic. This stage of the retreat added to the left’s burdens a suspicion of international trade and investment as a form of “unequal exchange.”



	The second stage on the retreat was to argue that even though capitalism made workers productive, it “alienated” them from their true selves. In their advertising-induced thirst to consume, they sold their creativity and life-activity to become less than human cogs on the assembly line. But this ducked the question: people become cogs only if they have insufﬁcient wealth and insufﬁcient skills to live well while working at jobs that reward and nurture their creative impulses. “Alienation” is a consequence of a skewed distribution of income. When society becomes richer and other opportunities become more attractive, people stop being willing to perform “alienating” jobs: the collapse of employment in domestic service in the industrial west in the twentieth century—the same collapse that helped convince Orwell that the system was impoverishing the upper middle class—is an example of how a richer and more equal society allows those close to the bottom of the income distribution to become more choosy both about the types of jobs they will take and about the terms under which they will take them.



	The retreat has done immense harm to the possibilities for human happiness to the extent that it has shaped the views of left-wing politicians in power. The suspicion of international trade and investment has tended to keep left-wing ruled countries from taking full advantage of the web of international exchange, and this web has been one of the principal engines of economic growth over the twentieth century. The concentration on “alienation” as an essential characteristic of market capitalism that is evil in itself—not as a consequence of a skewed distribution of wealth—has prevented clear thought about distribution. The appropriate critique of alienation is not to argue that even an equal distribution of material wealth will not eliminate it, but to note that if wealth is equalized then “alienating” jobs will diminish. Those that will then be performed would be performed because they create astonishing degrees of social wealth, and not because the poor are so poor as to have no other effective options.



	 But the major harm done by the retreat has been the stamping into the left of a fear of markets, and thus by default a love of hierarchies and bureaucracies. Marx showed that markets are bad, goes the current of thought, and lead to inhuman social outcomes. So whatever arrangement is chosen, it must be better if we avoid choosing the market. But in practice the alternative has always been control by the government, or by some fraction of its administrative bureaucracy. And the government has limited administrative competence, limited degrees of accountability to those in whose name it is acting, and objectives other than that of providing for the general welfare. The tasks of designing institutions so that they advance the general welfare rather than the narrow power and wealth interests of those who hold positions that turn out to be key ones are very difﬁcult. They are made no easier by ruling a whole class—the market class—of potential institutions and mechanisms out of consideration at the start for highly abstract and badly motivated reasons.







A Supermarket in California



by Alan Ginsberg



	What thoughts I have of you tonight, Walt Whitman, for I 

	walked down the sidestreets under the trees with a headache

	self-conscious looking at the full moon.



	In my hungry fatigue, and shopping for image, I went into the

	neon fruit supermarket, dreaming of your enumerations!



	What peaches and what penumbras! Whole families shopping

	at night! Aisles full of husbands! Wives in the avocados, babies

	in the tomatoes!—and you, Garcia Lorca, what were you doing

	down by the watermelons?



	I saw you, Walt Whitman, childless, lonely old grubber, poking

	among the meats in the refrigeraor and eyeing the grocery boys.



	I heard you asking questions of each: Who killed the pork chops?

	What price bananas? Are you my Angel?



	I wandered in and out of the brilliant stacks of cans following you,

	and followed in my imagination by the store detective.



	We strode down the open corridors together in our solitary

	fancy tasting artichokes, possessing every frozen delicacy, and 

	never passing the cashier.



	Where are we going, Walt Whitman? The doors close in an hour.

	Which way does your beard point tonight?



	(I touch your book and dream of our odyssey in the supermarket

	and feel absurd.)



	Will we walk all night through solitary streets? The trees add

	shade to shade, lights out in the houses, we’ll both be lonely.



	Will we stroll dreaming of the lost America of love past blue

	automobiles in driveways, home to our silent cottage?



	Ah, dear father, greybeard, lonely old courage-teacher, what 

	America did you have in mind when Charon quit poling his

	ferry and you got out on a smoking bank and stood watching

	the boat disappear on the black water of Lethe?
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