PAGE  
21

Economic Crisis: Culprits, Causes, Solutions

Keynote Presentation at Semana Economia Cooperativa

Barcelona, Spain

June 30, 2009

David Schweickart

Loyola University Chicago

This, I believe, is our basic function: to develop alternatives to existing policies, to keep them alive and available until the politically impossible becomes politically inevitable.

So wrote Milton Friedman, in his 1982 preface to the twentieth anniversary edition of his conservative manifesto, Capitalism and Freedom, first published in 1962.  Friedman was reflecting on the tremendous ideological shift that had occurred, moving him from the fringes of respectability to the intellectual and political mainstream in less than two decades.


The ideological climate had shifted dramatically between 1962 and 1982. The shift from Keynesian liberalism to Friedmanite "neoliberalism" occurred rather abruptly, signaled politically by the election of Margaret Thatcher in Great Britain in 1979 and Ronald Reagan in the United States at year later.  It was a response to the crisis to which  Keynesian liberalism seemed incapable of response: stagflation, a combination of rising unemployment (for which deficit spending and expansion of the money supply was to be the Keynesian cure), and inflation (which called for the exact opposite--running a surplus and contracting the money supply).


Neoliberalism spread rapidly around the world, gaining unprecedented political and intellectual dominance.  "Privatize", "deregulate", "let the markets work their magic"--these were the slogans repeated endlessly by conservative and social democratic parties alike.  


This ideology is now dead.  Its intellectual cachet had been slipping away already even before the current economic crisis revealed it to be wholly without resources to guide effective policy.  Now the utter bankruptcy (literally and figuratively) of the neoliberal project is clear to all but that handful of "intellectuals" safely housed in right-wing think-tanks. "Get government off our backs," Ronald Reagan's famous campaign slogan, is uttered by absolutely no one today.


Neoliberalism is dead.  At least for now.  Probably forever.  Will Keynesian liberalism come back into fashion, or might there be something new on the horizon?  We can say with certainty that Keynesian liberal policies will be tried.  President Obama's recent budget proposal is a case in point.  But will they work?  There are good reasons to be skeptical.  

I. The Real Cause of the Present Crisis

It is important to grasp the deep cause of the present crisis.  It is not the subprime lending, nor the housing bubble that might have been reined in.  It is not Wall Street greed, nor their feckless “innovations,” nor even the reckless borrowing that has characterized almost all sectors of the economy.  These factors have all played a role, but they are at best proximate causes.

Let me start with a picture
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What we have here is a (simplified) graph showing a steady growth of output per worker in the U.S. economy since WWII, and the corresponding wage trajectory.  The latter, you will note, rose in tandem with output until the mid-70s, then went flat.  That first period, 1945-75 is sometimes referred to as capitalism’s “Golden Age.”  Workers shared in the productivity growth that capitalist innovation produced.  But this “social democratic contract” expired in the mid-70s.  Notice, mid-70s, not in 1980 with Ronald Reagan, but well before that.  Why?  I’ll get to that later.  First let us think about the consequences.

At first glance, it would seem that we should have had, for the last three decades, a permanent crisis of overproduction.  With wages held down, who is able to buy the ever-increasing number of goods being produced?  

Certainly, the rich have gotten very much richer during this period of time. (Over the past thirty years the average annual salary in America has increased only ten percent, whereas the real annual compensation of the top 100 C.E.O.'s has increased three thousand percent.)  But the expenditures of the rich haven’t nearly enough to keep the economy on track.  Ordinary people had to keep buying also, more and more.  How?  You probably know the answer to this question. By borrowing.  Credit card debt has increased seven-fold (adjusted for inflation) since 1975, home owners took out home equity loans to finance increased consumption; college students went ever deeper into debt to pay for their education, and automobile loans grew and grew.  All in all, outstanding household debt in the United States mushroomed from 47% GDP in 1975 to 100% GDP thirty years later.  In effect, the capitalist class, instead of raising workers' wages, were loaning them the money to buy their goods.

But this couldn't go on.  Over-indebted consumers started defaulting.  The financial system, which had become an opaque mass of "innovative" new products--mortgaged-back securities, credit-default swaps, special investment vehicles, etc. all based on leveraging cheap credit, has unraveled.

Okay, we have a crisis.  How do we resolve it?  Mainstream experts, inside and outside the Obama administration, call for a return to Keynesianism.  Monetary stimulus: have the Federal Reserve cut interest rates, get money to those banks that are in trouble.  Fiscal stimulus: cut taxes, engage in direct job creation.  Surely these are moves in the right direction. 

But, as we know, Keynesianism has been tried before.  With mixed results.  We are all looking back to the Great Depression these days, and the New Deal that saved the day.  Except it didn't.  It wasn’t President Roosevelt's job creation programs, noble though they were, that pulled us out of the last Great Depression.  U.S. unemployment was 3% in 1929.  It had jumped to 25% by the time the New Deal began—but it was still at 17% in 1939, a decade after the stock market crash.  It took World War Two to pull us out, that vast mobilization of millions of men to fight abroad and the many millions more to supply them with the wherewithal to do so.

It’s hardly bad news that there’s not going to be World War III.  Our technologies are too destructive for anyone to seriously contemplate a war among major powers. As it is, we in the United States are spending more on our military than the rest of the world combined.  There is not much room left now, if any, for expanding military Keynesianism.

If it is true, as I have argued, that ultimately it is too-low wages that are the problem—well, how can Keynesianism fix that?  If wages rise, companies will just move abroad.  It is that threat—by no means idle—that has kept wages flat for so long.  We are now living in a globalized capitalist world.  Keynesian remedies, designed for relatively self-contained national economies, no longer work.

II. Environmental Crisis

Let me throw another grim consideration into the mix.  Suppose I'm wrong.  Suppose we do get the economy growing again--and are able to keep it growing.  That will bring us face to face with a crisis of a different sort, a crisis based on the very fact of relentless, limitless growth: the environmental crisis.  This one is real in a more profound sense than our current economic crisis, in that it has a material basis, as opposed to a "merely" structural one.  We are running down our supply of fossil fuels, depleting our fisheries and forests, pouring too much carbon dioxide into the atmosphere, using too much fresh water, etc., etc. 

Of course some will say we can "grow" our way out of this crisis by investing in green technologies, but that's a fairy tale. Green technologies are important.  They help.  But it is obvious, isn't it, that a long term solution requires shifting our economy to one that does not depend for its health on ever-increasing consumption--a consumption that doesn't make us happier anyway?  

So we are in a tight corner.  Those concerned about rising unemployment urge us to spend, spend, spend, while the environmentalists scream back that our consumption-addiction is killing the planet.  And both sides are right.  Moreover, both sides really want the same thing: a healthy, stable full-employment economy that treads lightly enough on our fragile planet to be sustainable.  It's what we all want, isn't it?

III. Is Another World Possible?

If we look at world history over the course of the past several centuries, it is hard to miss the fact that democracy has been advancing.  Not steadily.  There have been fits and starts, setbacks as well as gains.  But it can scarcely be denied that the world is more democratic now than it was three centuries ago, or two centuries, or one century or fifty years ago or even twenty.  There is scarcely a country in the world that does not at least call itself democratic.  To be sure, there is much hypocrisy here, but as we know, hypocrisy is the tribute vice pays to virtue.  The notion that people have the right to rule themselves is an idea of near-universal currency at present, and it shows no signs of weakening.

Democracy has not only extended itself geographically, but in most countries it has deepened internally.  Property qualifications have been dropped.  Women have been granted the vote.  Racial minorities are no longer excluded.  

This deepening of democracy has changed the nature of the state. We no longer tolerate a "night-watchman" state, a minimalist government that does nothing but maintain our national defenses and enforce law and order.  The state is also supposed to provide certain economic services: ensure that our children our educated, our elderly receive pensions, our workplaces are safe, our wages are at least above a bare "minimum," our air and water are clean, and more--much more in European countries, but more as well even in the United States.

This extension of democracy into the economic realm is far from complete.  Of course further expansion will be resisted.  Democratic rights have rarely been granted without a fight.  It will always be said that further democratization is unworkable, and, if attempted, will have dire consequences.  Such arguments are always made, and yet, to date at least, they (and the powers they represent) have not been able to hold back the democratic tide.

IV. Economy Democracy

I want to argue that a much fuller economic democracy is on the horizon.  It will probably be awhile before we get there--although it should be noted that the rhythms of history are not constant.  Long periods of relative structural stability are punctuated by periods of rapid transformation.  (Consider the sudden, wholly unexpected, collapse of the Soviet empire.)  In any event, if we know where to look, we can discern, even in the present, economic experiments, political reforms, and intellectual shifts that point to an economic formation vastly more democratic than the one in which we live today, an economic formation that goes beyond capitalism, an economic formation that is, in fact, a form of socialism.

Needless to say, mainstream thinkers disagree.  Here is Paul Krugman (the most recent recipient of the Nobel Prize in Economics) in a book published this year:

Who now can use the words of socialism with a straight face? As a member of the baby boomer generation, I can remember when the idea of revolution, of brave men pushing history forward, had a certain glamour.  Now it is a sick joke. . .  The truth is that the heart has gone out of the opposition to capitalism.

Yet surprisingly the iconoclastic Krugman strikes a different note, just a paragraph later:

Capitalism is secure, not only because of its successes--which have been very real--but because no one has a plausible alternative.  This situation will not last forever.  Surely there will be other ideologies, other dreams, and they will emerge sooner rather than later if the current economic crisis persists and deepens.

There are other dreams emerging sooner rather than later. Let me sketch for you a picture of an economic order that could take us beyond capitalism.  Let us call it "Economic Democracy."  Let me begin, not with an abstract model, but with what we now know in light of the economic experiments of the past century.

· We now know that competitive markets are essential to the functioning of a complex, developed economy.  This is the negative lesson of the socialist experiments of the twentieth century.  Markets cannot be replaced wholesale by planning.  It follows that Economic Democracy will be a competitive market economy.

· We now know that some sort of democratic regulation of investment flows is essential to rational, stable, sustainable development--for individual countries and for the world economy as a whole.  This is the negative lesson of the neoliberal experiments of the last thirty years, now culminating in a global meltdown.  Financial markets are not to be trusted.  They are not benign.  We need some sort of "investment democracy" to complement the "consumer democracy" of the goods- and-services market. 

There is something else we know--at least most of us here at this conference.  Actually, most people do not know this important fact.  It is not something talked about on television or in polite company (at least not in the U.S.).  It is too embarrassing.

· We now know that productive enterprises can be run democratically with little or no loss of efficiency, often with a gain in efficiency, and almost always with considerable gain in employment security.  This is the positive lesson of a great many recent experiments in alternative forms of workplace organization. 

This fact is embarrassing, because it raises an awkward question.  Why is it that in a country such as mine that celebrates, indeed almost deifies, democracy, that allows us to elect our mayors, our state and local legislators, the national leaders that can send us off to kill or be killed . . . why is it that in such a country we can't elect our bosses?

The obvious answer is that workplace democracy doesn't work, that ordinary workers don't have the competence or self-discipline to select good managers.  The problem with this obvious answer is that it is empirically false.  There are thousands of successful worker-run enterprises operating around the world.  These have been extensively studied.  To my knowledge there does not exist a single comparative study that finds the authoritarian (i.e. capitalist) model superior to the democratic one.
 

For students of democracy this result is not surprising.  To be sure, there are problems with democracy.  Excessive debate can be time-consuming, hindering timely action.   Good leadership can be stifled it doesn't have adequate autonomy.  Majorities can oppress minorities.  These are standard problems in all democracies, for which there are standard solutions.  Representative structures must be put in place; management must be given sufficient power and autonomy to make difficult decisions without being second-guessed at every turn; laws must protect minority rights.

With the right structures in place, workplace democracy works.  Not perfectly.  Bad managers are sometimes appointed.  Bad decisions are sometimes made.  Democratic firms sometimes fail.  But Winston Churchill's dictum appears to hold: "Democracy is the worst form of government--except for all the others that have been tried from time to time."

What changes might we envisage that would transform our current capitalism into a democratic economy, one that preserves the efficiency strengths of capitalism, but mitigates its most distressing features?  Let's begin with labor.

V. Democratizing Labor

Suppose we had an economy dominated by cooperatives and by public worker-self-managed companies.  Imagine an economy where all "public" corporations, that is to say, those corporations whose shares are freely traded on stock markets, have been nationalized (with compensation)--and turned over to their employees, to be managed democratically.  Instead of absentee owners (shareholders) voting for a board of directors that appoints upper management and monitors the company's performance, let the employees elect a workers' council to perform these functions.  Since their own incomes are tied directly to the company's profitability, workers have a direct financial stake in selecting good management.  They also have a direct stake in the performance of their fellow-workers, so fewer supervisors will be needed.  Moreover, since workers generally have a more intimate knowledge of a company than distant stockholders, policy mistakes are likely to be detected more quickly.

Workers in such public companies do not own the company, but they control it.  The company is required by law to set aside a portion of its profits in a "depreciation fund," to be used to replace deteriorating plant and equipment.  (The fund must be sufficient to keep the value of the company's assets from declining.)  But apart from this requirement, workers have full authority over the operation of the enterprise: hiring and firing, income differentials within the company, what is produced, how it is produced, pricing, etc.  Of course management makes most of these decisions, but this management is ultimately answerable to the workforce--not to stockholders or to the government.

Economic Democracy does not require complete democratization.  Small businesses need not be democratized.  Even large capitalist concerns can continue to function as capitalist firms, so long as they are privately-held, not publicly-traded, companies.  A viable socialism can allow for a capitalist sector.  The point is to democratize the "commanding heights" of the economy--those companies whose stock is now traded on the major stock exchanges.   These "public" companies should become truly public, i.e., owned by society and governed democratically.  

VI. Democratizing Capital
If "democratizing labor" means workplace democracy, what does "democratizing capital" entail?   Consider the problem.  Under capitalism, we, as citizens, lack democratic control over our society's social surplus--the private-sector profits generated each year, which are either consumed by those legally entitled to them (i.e. the owners of these enterprises) or reinvested.  But decisions as to how much of the social surplus is available for reinvestment, and how this investment is allocated, determine the future of our economy: which regions will grow and which will wither, which industries will thrive and which will be starved, how much of the social surplus will be reinvested at home and how much will go abroad.

But to gain control over the allocation of investment funds, we must gain control over the source of those funds. The fact of the matter is, it is exceedingly difficult to control the allocation of investment funds when these funds are private.  How can a government tell a person where to invest his money?  By what right can a government prohibit a person from investing abroad, if she so desires?  And even if a government should claim such authority, how could that authority be enforced in an age of electronic transfers?

Clearly, an effective democratization of capital entails breaking the connection between private savings and investment.  We should not rely on the private savings of individuals for investment.  These funds should be publicly, not privately, generated.   

There is a surprisingly simple way to do this.  Let us abolish the corporate income tax (which--at least in my country--most corporations have become adept at avoiding anyway) and replace it with a capital assets tax on every business enterprise--a flat-rate tax that can be regarded as a "national property tax" on revenue-generating property.  Revenues from this tax will constitute society's "investment fund." This money will reinvested in the economy each year to enhance job and productivity growth.  Since it is a flat-rate tax imposed uniformly across the country, it will have little effect on the relative competitiveness of firms. 

The capital-assets tax is not a general-purpose tax. (Existing taxes remain in place to fund government expenditures.)  All the revenue generated by the capital assets tax will be reinvested in the economy. Since these are public funds, they will be allocated via public banks, using criteria in addition to (but not other than) profitability.  Let us allocate them to regions the way public goods usually are allocated--on a per-capita basis. That is to say, if a region contains X% of the national population, it gets, each year, X% of the investment fund.

This "democratization of capital" would have three crucial consequences:  

1. Regions would no longer compete for capital.  Each region gets its per-capita share of the national investment fund each and every year, as a matter of right.
  Thus regions do not have to offer tax breaks to companies who will come to their regions, or less stringent environmental regulations, or less unionization.  These forms of destructive competition are blocked.

2. This tax-generated capital would stay in the country.  It does not flow abroad in search of higher returns.  Since democratic firms do not relocate to lower-wage parts of the world either, or outsource their work, the whole problem of enterprises and jobs being transferred abroad disappears.

3. Since these are public funds, a certain amount of investment prioritizing can be set by national, state and local governments.  For example, funds can be offered at lower rates to companies willing to invest in environmentally-friendly technologies, or to help companies transition from the production of socially or environmentally harmful commodities to those more beneficial.  

VII. Three Supplementary Structural Changes
The three basic institutions, markets for goods and services, workplace democracy and social control of investment constitute the defining features of Economic Democracy, but there are several other changes that should be part of our "new socialism."  Let me just comment on them briefly.

1. The government as employer-of- last- resort

It has long been a tenet of socialism that everyone who wants to work should have access to a job.  Long-term involuntary unemployment is not only socially wasteful, but it can be psychologically devastating.  Society is saying, in effect, "There is nothing you have to offer that is of any value to us.  We may deign to keep you alive, but you are essentially a parasite, consuming without producing."  Is it any wonder that unemployment produces social pathologies?

The solution of unemployment is simple enough.  The government will serve as the employer of last resort.  If a person cannot find work elsewhere, the government will provide that person with a job, low-wage, but decent, doing something socially useful.  

2. Non-Governmental Credit Associations

Economic Democracy does not rely on private savings for investment.  Business loans are made by the public investment banks from funds generated by the capital assets tax.  Consumer loans are a different matter.  It is reasonable to have a network of institutions of credit unions that offer interest payments to private individuals wishing to save, and lend them out to consumers at a higher rate who want to "buy now, pay later."  Home mortgages will likely comprise the largest portion of this sector's activities, but consumer credit can be extended for other purchases as well.

3.  An Entrepreneurial-Capitalist Sector


In my view, Karl  Marx’s critique of capitalism remains unsurpassed, but there is an important economic issue that Marx neglected completely, namely the function of entrepreneurship in society.  Marx’s analysis of capitalism focuses on the capitalist qua capitalist, i.e. as the provider of capital.  This is a passive function, one which can readily be taken over by the state—as is the case in our basic model.  There is no need to bribe those with excess funds at their disposal to save rather than consume, so as to make funds available for investment.  It makes more sense to generate society’s investment fund directly, by taxing the capital assets of enterprises.  That portion of the surplus that would have gone to private banks as interest payments or to stockholders as dividends goes directly to a fund earmarked for investment.  The capitalist “middle-man” is eliminated.  Society no longer has to worry about private investors “losing confidence” in the economy, refusing to invest or sending their savings abroad in search of more lucrative opportunities, thus plunging the economy into recession.  Society gains a degree of economic stability impossible under capitalism.


Well and good, but there is another role played by some capitalists—a creative, entrepreneurial role.  This role is assumed by a large number of individuals in a capitalist society, mostly by “petty capitalists” who set up their own small businesses, but by some “grand capitalists” as well, individuals who turn innovative ideas into major industries and reap a fortune in the process.  Clearly, any society that aspires to be technologically innovative and dynamic must provide incentives for this kind of initiative.  It is quite clear from the experience of Soviet socialism that such incentives were sorely lacking in that model.


Although workplace democracy should be the norm throughout society, it is unreasonable to demand that all businesses conform to this norm.  The petty capitalist, after all, works hard.  He is anything but a parasite.  It takes energy, initiative and intelligence to run a small business.  These small businesses provide jobs for large numbers of people, and goods and services to even more.  True, they are often exploitative of their workers (and themselves), but this problem would be greatly reduced if these businesses had to compete for workers with democratic firms, and if, in addition, the government stood by as an employer-of-last-resort.


Petty capitalists may provide important services to society, but they do not provide much in the way to technological or organizational innovation.  Here we must confront a more difficult question.  Should Economic Democracy also allow for “grand capitalists,” individuals who run large, dynamic companies?  It is sometimes argued that entrepreneurial function of the large capitalists could be easily socialized.  After all, most basic research in developed capitalist societies is funded by the government.  Most innovations come from government or university laboratories, and even those generated in the “private sector” tend to come from scientists and engineers who are employees of these private companies, not from the owners.


I am sympathetic to this line of thought, but not persuaded.  I think there is an honorable role for entrepreneurial capitalists to play in a socialist society.  An entrepreneurial capitalist class need not pose a serious threat to a society in which democratic workplaces are predominant, and might indeed do some good.  Democratic firms, when they have equal access to investment capital, need not fear competition from capitalist firms.  On the contrary, since capitalist firms must compete with democratic firms for workers, they will be under considerable pressure to at least partially democratize their own operations, by instituting, for example, profit sharing and more participatory work relations.


Moreover, there are rather simple legal mechanisms that can be put in place to keep this capitalist class in check.  The basic problem with capitalists under capitalism is not their active, entrepreneurial role (which relatively few capitalists actually play), but their passive role as suppliers of capital.  Economic Democracy offers a transparent, rational substitute for this latter role—the capital assets tax.  So the trick is to develop a mechanism that would prevent the active, entrepreneurial capitalist from become a passive, parasitic one.  But such a mechanism is easy enough to envisage: a simple, two-part law stipulating that a) an enterprise developed by an entrepreneurial capitalist can be sold at any time, but only to the state, for a sum equal to the value of the assets upon which the capital-assets tax is paid, and b) the enterprise must be sold when the owner retires or dies.  (No bequeathing it to heirs.)  When the state purchases an enterprise, it turns it over to the enterprise’s workers, to be run democratically. 

VIII. Economic Democracy and Economic Crises

I have argued at length elsewhere that Economic Democracy is preferable to capitalism across a wide array of economic and non-economic values.  Economic Democracy would not only be efficient and innovative; it would be much more democratic than capitalism and vastly more egalitarian; it would provide employment for all who want to work; it would offer workers a better balance between labor and leisure than does capitalism.
  

It is also the case that Economic Democracy would not vulnerable to the kind of economic crisis we are now experiencing.   The basic reason is simple.  Apart from consumer credit associations, there are no private financial markets in Economic Democracy.  Markets for goods and services remain, but there are no stock markets, bond markets, hedge funds, or private "investment banks" concocting collateralized debt obligations, currency swaps and the myriad other sorts of derivatives that preoccupy investment bankers today.  Thus, there is no opportunity for financial speculation. 

The financial system is quite transparent.  A capital assets tax is collected from businesses, then loaned out to enterprises wanting to expand or to individuals wanting to start new  businesses.  Loan officers are public officials, whose salaries are tied to loan performances. The loans they make are a matter of public record, as are the performances of those loans.  There is nothing mysterious about finance in an Economic Democracy.

In particular, the kind of housing bubble we've just experienced in the U.S., fueled by the massive demand for mortgage-backed securities, could not happen, for there are no such securities.  Mortgages stay with the credit associations of origin. An individual credit association might make some bad loans, perhaps so many as to force it into bankruptcy, but there is little danger of contagion.

Immunity to speculation is not the only strength of Economic Democracy.  Even more important, it is not vulnerable to a deep problem we have considered: insufficient effective demand, due ultimately to the fact that wages tend not to keep pace with increases in productivity.  For wages are a cost of production in a capitalism firm, and so capitalists strive to keep wages down.

But wages are not a cost of production in a democratic firm.  Workers receive a specified share of the firm's profit, not a wage--so all productivity gains are captured by the firm's workforce.  Worker income always keeps pace with productivity gains.

Capitalism, as we have seen, faces an even deeper problem than the one responsible for the economic crisis now holding us in its grip. Should we succeed in getting our economies growing again (indeed, even if we don't), we will soon find ourselves an ecological crisis (more precisely, ecological crises--large global ones, many smaller, more regional ones). 

Economic Democracy is far better positioned than capitalism to avoid ecological crises.  A fundamental fact about a democratic firm is that it lacks the expansionary dynamic of a capitalist firm.  The reason is structural.  Capitalist firms tend to maximize total profits.  Democratic firms tend to maximize profit-per-worker.  That is to say, doubling the size of a capitalist firm will double the owners' profits, whereas doubling the size of a democratic firm will leave everyone's per capita share the same--for doubling the size of the firm means doubling the size of the workforce.  This means that democratic firms are not incentivized to grow.  Unless there are serious economies of scale involved, bigger is not better.  

Moreover, since funds for investment in an Economic Democracy come from taxes (the capital assets tax), not from private investors, the economy is not hostage to "investor confidence."  We need not worry that an economic slowdown will panic investors, provoking them to pull their money out of the financial markets, triggering a recession.  There aren’t any private investors.
  There aren't any private financial markets.  Economic Democracy can be a healthy, sustainable, "no-growth economy," whereas capitalism cannot be.

Actually, "no-growth" is a misnomer. Productivity increases under Economic Democracy are more likely to translate into increased leisure than increased consumption.  When introducing a more productive technology into their enterprise, workers in a democratic firm have a choice not available to their counterparts in a capitalist firm: they can choose to take those productivity gains in the form of short workweeks, or longer vacations, rather than higher incomes.  Given the importance of scaling back consumption, the government can encourage such leisure over consumption choices.  It can do so without having to worry about provoking a recession.  The economy will continue to experience "growth," but the growth will be mostly in free time, not consumption. 

IX. Conclusion

It is interesting to note that John Maynard Keynes anticipated such leisure-based economy.  In a remarkable essay written just after the onset of the Great Depression, he speculated about the "Economic Possibilities for Our Grandchildren."  He offered his opinion as to what our world would look like a hundred years hence:

We shall use the new-found bounty of nature quite differently than the way he rich use it today, and will map out for ourselves a plan of life quite otherwise than theirs.  .  .  . What work there still remains to be done will be as widely shared as possible--three hour shifts, or a fifteen-hour week. . . .  There will also be great changes in our morals. . . .  I see us free to return to some of the most sure and certain principles of religion and traditional virtue--that avarice is a vice, that the extraction of usury is a misdemeanor, and the love of money is detestable, that those walk most truly in the paths of virtue and sane wisdom who take least thought for the morrow.  . . . We shall honor those who can teach us how to pluck the hour and the day virtuously and well, the delightful people who are capable of taking direct enjoyment in things.

Keynes wrote these words in 1930, at a time when "the prevailing world depression, the enormous anomaly of unemployment, the disastrous mistakes we have made, blind us to what is going on under the surface.
  Keyne's projection was for "a hundred years hence," i.e. 2030--no longer the distant future.  We should ask ourselves: Might there be things "going on under the surface" right now that could bring us to sustainable, democratic, human world? 

I submit that we are reaching the point where we will have to admit that the old order has exhausted itself, and is incapable of solving the problems that it has created.  This thought is as yet consciously acknowledged by relatively few, but it is intuitively felt by many more.  I submit further that we are not far from seeing that there is indeed a better way.  Sooner or later what has so far been realized only piecemeal and on a small scale will be tried on a larger scale. If these first experiments succeed--and I think they will--they will be followed by others.  

My prediction is based on the premise that the democratic impulse has not yet exhausted itself, nor the impulse to make our world a freer and more rational place.  These impulses, of course, will be resisted.  Those currently in control will not yield willingly.  We cannot say with certainty that democracy, freedom and rationality will prevail.  What we can say with certainty is that there will be a struggle, and, if progressive forces are to prevail, it will involve the efforts of millions.  The slogan has already been articulated by the global justice movement: ANOTHER WORLD IS POSSIBLE.  That "other world," if it comes to pass, will have something like Economic Democracy as its economic structure.  In the meantime?  Recall the Milton Friedman quote that began this essay:

This, I believe, is our basic function: to develop alternatives to existing policies, to keep them alive and available until the politically impossible becomes politically inevitable.
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