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    Praise for What Then Must We Do?


    “There can be neither peace, nor democracy, nor social justice until we change the system that underpins the American empire and policy-crippling mal­distribution of wealth. For decades, Gar Alperovitz has been at the forefront of attempts to understand what could lie beyond our increasingly broken system of corporate capitalism. This book offers by far the most serious, intellectually grounded strategy for system-changing yet to appear. It could be the most important movement-building book of the new century—and, thereby, one of the most important political books as well.”


    —Daniel Ellsberg, author of Secrets: A Memoir of Vietnam and the Pentagon Papers and cofounder of the Freedom of the Press Foundation


    “In this important new book, Gar Alperovitz is telling us there’s something happening here in corporate-driven America, be it social enterprise, community land trusts, worker-owned businesses, or employee stock-ownership plans. We all know that the free-market economic system no longer works for the vast majority of citizens, and Alperovitz is showing us that there is a better, equally American way to spread the wealth and put more people to work, while making the nation a safer and healthier place to live. This is not a utopian fantasy or a call for social engineering, but a plain-spoken and easy-to-absorb analysis by one of our leading economists of what’s gone wrong and how to make it better.”


    —Seymour M. Hersh, The New Yorker


    “Gar Alperovitz, the intellectual leader of the economic-democracy movement, has produced the most compelling account yet of how we can move beyond the piecemeal, project-by-project transformation of our political economy to truly systemic change. A must-read for anyone who cares about the future of the United States and the world.”


    —Juliet Schor, author of True Wealth: How and Why Millions of Americans Are Creating a Time-Rich, Ecologically Light, Small-Scale, High-Satisfaction Economy


    “Gar Alperovitz’s new book is so plain-spoken and accessible that it takes a moment to appreciate the magnitude of his accomplishment. After examining new patterns of positive change emerging in America today—including many undernoticed changes that involve democratizing the ownership of wealth—he develops a brilliant strategy for the type of transformative change that can lead America from decline to rebirth. In giving a sense of strategic direction and honest possibility to the call for a new economy, Alperovitz has made an enormous contribution exactly where it is most needed.”


    —James Gustave Speth, author of America the Possible: Manifesto for a New Economy


    “A fresh take on how to reinvigorate democracy and civic life. An analysis that transcends labels and has a real blueprint for action.”


    —Naomi Wolf, author of The End of America: Letter of Warning to a Young Patriot


    “In this slender book, Gar Alperovitz does more than pack a tremendous amount of passion and wisdom about the structural ills of our society. He proposes a common-sense strategy for fixing them as well—grounded in local institutions that can construct a truly democratic economy. Every progressive should read this book and then start practicing what its author preaches.”


    —Michael Kazin, author of American Dreamers: How the Left Changed a Nation and coeditor of Dissent


    “As Gar Alperovitz reaches an ever-larger audience, the cooperative and community-based economy he is encouraging will attract increasing numbers of consumers away from big business and its corporate state. What Then Must We Do? offers a powerful argument, written in a conversational style to prod you into the kind of meaningful discussions that lead to more equality and accountability in our political economy.”


    —Ralph Nader, author of The Seventeen Solutions: Bold Ideas for Our American Future


    “If ever there was a time to consider new directions for our faltering economy, it is now! Gar Alperovitz’s new book provides a comprehensive survey of the explosion of new cooperatives, worker-owned firms, city and state investment efforts, and dozens of other ‘new economy’ development strategies—and fashions them into a coherent strategy. Absolutely essential reading for anyone concerned with building the next Progressive Era.”


    —Van Jones, author of Rebuild the Dream


    “Rigged by generations of bankers and politicians to enrich Wall Street at the expense of Main Street, the current economic system makes American workers and communities expendable by providing few alternatives to layoffs, bankruptcies, and plant closures during hard times. Gar Alperovitz knows that we must look for new ways to create and sustain good jobs. In What Then Must We Do?, he has outlined a practical, common-sense strategy to improve our economy by making it more democratic. As the United Steelworkers has shown in its innovative partnership with Mondragon, combining employee equity with a progressive collective-bargaining process results in higher accountability, productivity, and efficiency because all workers have an equal stake in the company. Instead of measuring the value of a corporation only in profits, losses, and shareholder dividends, we must take into account how the enterprise serves its community.”


    —Leo Gerard, international president, United Steelworkers Union


    “Gar Alperovitz is the rare economist who begins with the idea that economic activity should reflect the social aspirations of the community rather than merely the utilitarian interest of global enterprises. He has devoted his professional career to asking the critical question of how best to ensure a more democratic and participatory economy for everyone. What Then Must We Do? provides a much-needed, hopeful vision of how each community can take hold of its economic future and build a sustainable society.”


    —Jeremy Rifkin, author of The Third Industrial Revolution


    “Alperovitz revives the tradition of political economy and spells out the institutional requirements and historical likelihood of moving the United States in the direction of a democratic community. An insightful and accessible book.”


    —Herman Daly, author of Ecological Economics


    “If you’re ready for hard-headed hope, here you go! Alperovitz’s power is that he’s no ‘mere’ theorist of democratic change. He is also a creator—practically engaged in demonstrating democratic-economic solutions that work. What Then Must We Do? is packed with mind-boggling facts, thoughtful insights, and practical steps. Thank you, Gar Alperovitz, for condensing so much into this provocative gem.”


    —Frances Moore Lappé, author of EcoMind: Changing the Way We Think, to Create the World We Want


    “Alperovitz’s latest is distinguished by clear, accessible, straightforward writing that dares to raise the systemic nature of today’s problems in the United States and to show why system change is therefore the necessary solution. This call for the long-overdue ‘next American revolution’ will move system change forward on the agendas of many.”


    —Richard D. Wolff, author of Democracy at Work: A Cure for Capitalism


    “The move to broadly participatory, locally rooted, cooperative ownership is essential to America’s future. Gar Alperovitz presents a brilliant, accessible, and practical plan of action to make it happen.”


    —David Korten, board chair of YES! magazine and author of Agenda for a New Economy: From Phantom Wealth to Real Wealth


    “In this cooperative and democratic manifesto, Gar Alperovitz delivers his designs for a more harmonious society—a goal long dreamed of on these shores. May his ideas and ideals flourish.”


    —James Galbraith, author of The Predator State


    “Gar Alperovitz continues to challenge us to recognize and assume responsibility for creating an America beyond capitalism.”


    —Grace Lee Boggs, author of The Next American Revolution: Sustainable Activism for the Twenty-First Century


    “With his latest book, Gar Alperovitz only adds to his status as one of the most creative and important thinkers of our time. Grappling with his arguments (even when we disagree) has been one of the chief intellectual pleasures of my reading life. For you, the immediate answer to ‘What Then Must We Do?’ is clear: Read this book.”


    —Bertell Ollman, author of Dance of the Dialectic and Alienation
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  A Note About What Can Be Talked About, and in What Ways


  As is pretty evident, or will be in a few pages, this book is written in a very informal, conversational style—especially for someone like me, who is an academic and a former Washington insider (also an activist on things that matter).


  The reasons are several.


  First and foremost, I’ve been talking to lots of people the last few years about these things, all around the country, and I’ve found that it is possible, easiest, and best to discuss the really important points about our crumbling American system, and what to do about it, in language that is understandable and accessible.


  Second, many of the really big issues covered in the pages ahead can’t be handled in any way other than what is best termed informed speculation. In other words, judgments about what it makes sense to actually do politically all depend upon (usually unspoken and unacknowledged) assumptions about what is possible in the future.


  And the problem—as historian Lewis Namier once quipped—is that we all tend to “remember the future.” By which he meant that we don’t and can’t document what will happen in the future. Instead, most of us unconsciously project forward assumptions about what is possible based on our actual experience of the past. We “remember” forward that which we unconsciously take for granted.


  This works most of the time, but it works terribly in times of great change.


  Most academics and Washington insiders—like most people, including most activists—aren’t much better than anyone else about avoiding this pitfall. They also tend to “remember” the future, projecting (often telling us, with seeming academic or political authority!) what is and is not possible.


  So a really big reason to write the way folks talk when they’re relaxing over a couple of beers or a cup of coffee is to break out of this particular foolish spell.


  I’m from Wisconsin. I recall the 1950s when Senator Joe McCarthy had everyone trembling for fear of being called a Communist. It was pretty dark in Wisconsin in the 1950s. And accordingly, at the time ordinary citizens and academic scholars alike knew that if you remembered the future, nothing could ever really change.


  Then, of course, came the 1960s—and the explosion of the civil rights movement, the feminist movement, the environmental movement, the anti–Vietnam War movement. All largely unpredicted, and especially by those who claimed academic or political-insider authority to forecast what is, or was, possible.


  So not only is it more enjoyable to try to write the way we talk, and even to play with the language—especially when we’re facing a pretty dire and profound set of issues—but doing so is a not-so-subtle hint that it is time to stop taking seriously the people economist Paul Krugman wryly calls “Very Serious People.” These are the people who by tone and language and a seemingly knowing stance try to contain and constrain what can be talked about in polite circles . . . and what we really shouldn’t say.


  (And for those of you who do like academic references, see the endnotes and the afterword.)


  INTRODUCTION


  What Then Must We Do?


  I’ve borrowed my title What Then Must We Do? from Tolstoy, and the profoundly disturbing 1886 book he wrote once he began to dig below the surface of what was happening in late-nineteenth-century Russia—a time when the system was in decay, the aristocracy enjoyed extraordinary luxury, and the peasants endured lives of hunger and pain. As a person of privilege he began to understand something deeper about his time in history: “I sit on a man’s back, choking him and making him carry me,” he wrote, “and yet assure myself and others that I am very sorry for him and wish to ease his lot by all possible means—except by getting off his back.”1


  Most of us do not literally sit on men’s backs, making them carry us. We do, however, often uneasily look the other way, satisfying ourselves with modest changes that reassure us all is well while millions are in despair. “We’ve done the best we can do,” we might say, “given the realities.” Still, many sense, as did Tolstoy, that to actually do something serious would require us to confront much deeper problems than we are commonly willing to.


  “What then must we do?” is not shouted in the streets, but it is a question that more and more Americans—young and old, liberal, radical, and conservative—are quietly beginning to ask themselves in much more penetrating ways.


  So let us begin. My starting point is the obvious fact that despite its great wealth the United States today faces enormous difficulties, with no easily discernible political answers that even begin to offer strategic handholds on a truly democratic future. Elections occur, and major fiscal debates ensue, but many of the most pressing problems facing ordinary citizens are only marginally affected (and in many cases in ways that increase burdens, not reduce them). The issue is not simply that our situation is worrisome, however; it is that there are growing reasons to believe that in fact we face systemic problems, not simply political problems.


  Systemic problems in the fundamental, not the superficial, sense. In the pages ahead I will suggest that our nation’s truly critical problems are built into the very structure of the economic and political system; they are not something passing in the night that will go away even when we elect forward-looking leaders and actively pressure them to move in a different direction. I won’t load you down with statistics at this point. (I’ll provide many more details in due course.) A couple of obvious reminders, however: Not only has the economy been stagnating for a long time, but for the average person—and the average family—things have been bad for a very long time.


  Real wages for 80 percent of American workers, for instance, have not gone up more than a trivial amount for at least three decades.2 At the same time, income for the top 1 percent has jumped from roughly 10 percent of all income to roughly 20 percent.3 Put another way, virtually all the gains of the entire economic system have gone to a tiny, tiny group at the top for at least three decades.


  Worth pausing to think about that one. What is going on when virtually all the gains in the entire economic system go to the top? I’m not interested here in criticizing those at the top (we can deal with that later). The question is: What is going on with the system when this kind of thing happens—and continues to happen in an ongoing way, year by year, decade by decade over time?


  Another reminder: Almost fifty million Americans live in officially defined poverty. The rate is higher, not lower, than in the late 1960s—another disturbing trend marker. Moreover, if we used the measuring standard common throughout the advanced world (which considers the poverty level to be half the median income level), the number would be just under seventy million, and the rate almost 23 percent.4


  This is to say nothing of steady increases in global warming and an unemployment rate that, if properly measured, is stuck in the range of roughly 15 percent.5


  At the most superficial level, Washington—as the saying goes—is broken. Give or take an occasional gain in selected areas, the political system is simply incapable of dealing with the deeper challenges. It focuses on deficits, not answers. Long trends that don’t change are a clear signal that it’s not simply the “modern” period of partisan bickering and congressional stalemate that is causing the problems. The trends were moving steadily downward long before the Tea Party and the recent partisan foolishness, long before the Citizens United Supreme Court decision allowed corporations to put big money directly into politics, and long before many events that have been heralded as tipping points of one kind or another.


  Nor are people stupid. More and more have a sense that something different is going on—both with the economy and, more fundamentally, with democracy itself. A few more bits of information just as reminders, again, of something we are all beginning to sense: A mid-2011 poll found that roughly 80 percent of Americans believe their congressional representatives to be “more interested in serving the needs of special interests groups” than “the people they represent.”6 Another poll found that almost four out of five believe a few rich people and corporations have much too much power.7 And only 37 percent—not much more than a third of the population—have confidence in the most solemn and august of American institutions, the Supreme Court.8


  I’m going to dig much, much deeper into all this, of course. But for now let’s leave it at this: When critical long, long trends do not improve—when they steadily get worse, year in and year out—it is clear that we face deeply rooted systemic problems, not simply political problems in the usual sense of the term. Moreover, as those polls suggest, people increasingly understand that something is really wrong.


  The question is: How do we deal with a systemic crisis—something built in to the way the political-economic world works—rather than a simple political crisis or economic crisis?


  How do we really confront that question squarely?


  The traditional (very general) answer has been to “organize a movement” to build political power and pressure leaders to act, and I certainly agree that this is necessary. But urging this in general terms is hardly a strategy, much less, if taken seriously, an answer to the question of how serious trend-shifting change can be achieved. Rather, it is a general call to arms with little more in deeper strategic understanding than a recognition that we had better begin, somehow, to act, or we are in trouble. (But not, for most people, more than that.)


  No, a serious answer demands both a call to arms and a clear strategy. This book does not claim to answer every question. It will, however, urge an explicit strategy—one that I hope is sufficiently well developed that at least a beginning answer to the question “What then must we do?” will be on the table—one that I hope may be improved by ongoing debate and dialogue as we go forward.


  It will also suggest that our emerging historical context is both radically different from that of the Great Depression and New Deal era and different, too, from the postwar boom era of progressive change. Which means that it may now be possible to develop very different organizing and system-changing strategies than many have thought seriously about in recent years.


  For this reason, I am going to put off for just a bit some traditional questions of political tactics, organizing, and even vague rhetorical calls for “revolution.” We’ll get back to them after we have dealt with the system-related issues and the question of what the unusual nature of the emerging historical context might make possible.


  Finally, by the way, as a historian and political economist, it is obvious to me that difficult historical times do not always or even commonly persist forever. In my judgment “we shall overcome” is not simply a slogan but in fact the likely, though not inevitable, outcome of the long struggle ahead.


  It is possible, quite simply, that we may lay the groundwork for a truly American form of community-sustaining and wealth-democratizing transformative change—and thereby also the reconstitution of genuine democracy, step by step, from the ground up.


  PART I

  

  


  THE SYSTEM PROBLEM


  CHAPTER ONE

  

  


  How To Detect A System Problem Without Really Trying


  People toss around the phrase It’s the system pretty loosely in everyday language. Usually they mean that things are sort of set up, by either design or accident, to run the way they run—and that the game is pretty well rigged so that those at the top (and their organizations) control the action. You can’t really buck the system: Too much power, too much red tape, too much bureaucracy—they’ll wear you down.


  And so on.


  That’s not a bad way to start thinking about the big system that defines the overarching contours of our national life—namely, the large corporate-dominated economic system and the heavily constrained political system that set the terms of reference for almost everything else.


  I want to push a bit deeper, however. Here’s the essential point: A system problem—as opposed to your usual garden-variety political problem—is one that isn’t going to go away through politics as usual. It will require somehow changing the way things are rigged deeper down in the machinery of institutions, corporations, bureaucracy, and all the other elements of the system that produce the outcomes we experience.


  A system problem is difficult. It runs deep.


  Everyone knows we have problems in the United States: unemployment, poverty, environmental decay, global warming—to say nothing of whole cities like Detroit, Cleveland, St. Louis, and many others that have essentially been thrown away. If you are black or brown, your prospects are far worse. And wars keep happening, with little positive outcome and lots of dead American kids (to say nothing of dead Iraqis, Afghanis, and others). Civil liberties decay, day by day, year by year.


  So much is obvious. Moreover, this wealthiest of all wealthy nations has been steadily falling behind many other nations of the world. Consider just a few wake-up-call facts from a long and dreary list: The United States now ranks lowest or close to lowest among advanced “affluent” nations in connection with inequality (21st out of 21), poverty (21st out of 21), life expectancy (21st out of 21), infant mortality (21st out of 21), mental health (18th out of 20), obesity (18th out of 18), public spending on social programs as a percentage of GDP (19th out of 21), maternity leave (21st out of 21), paid annual leave (20th out of 20), the “material well-being of children” (19th out of 21), and overall environmental performance (21st out of 21).


  Add in low scores for student performance in math (17th out of 21), one of the highest school dropout rates (14th out of 16), the second-highest per capita carbon dioxide emissions (2nd out of 21), and the third-highest ecological footprint (3rd out of 20).


  Also for the record: We have the worst score on the UN’s gender inequality index (21st out of 21), one of the highest rates of failing to ratify international agreements, the highest military spending as a portion of GDP (1st out of 21), and among the lowest spending on international development and humanitarian assistance as a percentage of GDP.1


  Such facts are pretty hefty elbow nudges in the direction I’d like you to think about, but they aren’t (yet) much more than that. Everyone knows that if you don’t like the way things are turning out, the thing to do is to “get involved”—elect a congressman, or senator, or president. We’ve all been told (and maybe even told others!) that things aren’t going to change unless we all roll up our sleeves and get into the game.


  I don’t have any problem whatsoever with that kind of advice—nor, as I mentioned in the introduction, with advice suggesting that we need to build a political movement. The problem is not with what is being said, but with what is not being said.


  What is usually being said is this (in only slightly oversimplified language): We know that the economic system is dominated by large and powerful corporate institutions—and we know that the political system is dominated by money and lobbying, and also, in practice, by large corporate institutions.


  The fundamental judgment, however, is that it is possible (without altering “the above”) to organize enough political power so that “the above” can be made responsive to the concerns of the vast majority of people in these United States.


  Usually the way politics does this trick, it is hoped, is that enough power can be put together to tax “the above” and then spend for good things like schools, roads, bridges, and maybe even health care. Also, politics, it is hoped, can put together enough power to regulate “the above” to achieve health, a clean environment, safety, and other outcomes of importance to the people.


  Now, it’s surely possible that this can be done sometimes. Moreover, almost certainly something like this (give or take some difficult questions we will shortly come to) has worked (sort of) in the past.


  But there is a really interesting and challenging—and also profoundly important—matter I’d like you to ponder. Things seem to have changed. It no longer seems that “the system” can be managed in the old way. It is possible, of course, that this means that maybe it can’t be managed at all. Alternatively, clearly some way other than the above formula must be found to get us out of the box we are in.


  The best way to ponder this matter at the outset is to take a look at some of the long, long trends documenting the outcomes flowing from the traditional assumptions and traditional political theory of change. Then we can consider what they tell us about whether the underlying system is being managed or if it is managing us.


  Note carefully: Here and in what follows, I am not saying that traditional politics never works, or has never worked in the past. That is a different question. Nor am I suggesting (yet) what might be done about the way the world seems to be proceeding. (More on that later, too.)


  What I’m asking you to ponder with me is the simple fact that the system (the way underlying institutional power is currently arranged) seems now to be producing outcomes, year in and year out, that do not much respond to the old theory of politics. Something deeper is going on.


  For instance:


  
    •As noted in the introduction, the share of income taken by the top 1 percent of Americans has gone from 10 percent to roughly 20 percent over the last three decades. (The top 1 percent now has more income than just about the entire bottom 180 million Americans taken together.)2, 3


    •At the same time, self-evidently, the share of the rest of society—the bottom 99 percent—has dropped by a corresponding amount, roughly 10 percent of all income.


    •During the last several decades top marginal tax rates for the top bracket have been slashed by more than 50 percent—from 91 percent in 1950 to 70 percent in 1980 to 35 percent in 2011, with modest and mostly temporary upticks during the Johnson, Bush (I), Clinton, and, recently, Obama eras.4, 5


    •For more than forty years there has been virtually no change in the percentage of Americans in poverty. If anything there is evidence of a worsening trend—from a historic low of 11.1 percent in 1973 to 15 percent in 2011. (The percentages for African Americans and Hispanics are almost double the national average: 27.6 and 25.3 percent, respectively, in 2011.)6


    •Again, as noted in the introduction, for almost forty years there has been only a minuscule, token change in weekly earnings for most Americans—approximately one-tenth of 1 percent per year for roughly 80 percent of all wage and salary workers. Private production and nonsupervisory workers made an average of $18.74 per hour in 1973 (in 2011 dollars); by 2011—thirty-eight years later—this had edged up only to $19.47.7


    •Corporate taxes have steadily declined: from 32.1 percent of federal revenues in 1952 to 15.5 percent of such revenues in 1972 to 10.2 percent in 2000 to 7.9 percent in 2011.8


    •Corporate taxes as a share of GDP declined from a modest 6.1 percent in 1952 to 2.1 percent in 2000 to a mere 1.2 percent in 2011.9


    •US output of CO2 and other global-warming greenhouse gas emissions has risen steadily—by 10.5 percent over the last twenty years.10 CO2 emissions alone are up 30 percent over their 1970 levels.11


    •The proportion of the population in federal and state prisons and jails in the United States has gone from 93 (per 100,000) to 500 over the last forty years. When prisoners held in local jails are included, the 2010 rate totaled 743—a figure far higher than that of any other European country (Russia included) and more than eight times higher than the average for Western European counterparts.12 (This, by the way, is a very concrete test of the degree to which “systems” do or do not deprive people of liberty.)


    •The amount of money spent to sell candidates in presidential elections has gone from around $92 million (1980) to $1.1 billion (2008) in the last three decades. (It reached around $2 billion in 2012.)13

  


  By the way: I assume you noticed that the above trends involve some of the most important American values—including equality, liberty, and ecological sustainability. But they also involve democracy itself, as we currently know it, and force us to ask whether our democracy in its current form can achieve outcomes in accord with such basic American values.


  (Also by the way: Note that I haven’t as yet even mentioned the fiscal crisis, congressional deadlocks, or “the economy” and its stagnating, painful failings. We’ll come back to all of this, big-time, in due course.)


  CHAPTER TWO

  

  


  But Hasn’t What We Normally Call Politics Done What Needs to Be Done in the Past?


  I’m not trying to be a contrarian. Just trying to stare some pretty nasty realities in the face.


  Indeed, if it’s already obvious to you that we face a systemic problem that traditional strategies clearly don’t deal with very well—and if you want to get on with how we might nonetheless proceed with building a positive different way forward—it’s fine with me if you jump over to part 2.


  On the other hand, if you stick around, I’m going to ask you to dig more deeply into what ordinary politics can and can’t do (and how perhaps to clarify this for folks we work with and talk to and maybe even hope to convince). And if projects, locally or nationally, are your thing, I’m going to ask you to think about what I call “projectism,” and what it can and can’t do, as well.


  Again, to be clear about it: I think projects and organizing and demonstrations and related efforts are important. However, down deep most people sense—rightly, in my view—that those big trends aren’t going to budge much in the most powerful corporate capitalist system in the world unless we come up with something a lot more serious and sophisticated than what most people have been talking about so far.


  I’m also not saying that nothing useful can be done through traditional political efforts. The 2009 Lilly Ledbetter Fair Pay Act, which makes it harder for employers to pay women less than men for equal work, is a clear example of forward movement—and there are many more in many areas. Nonetheless—and the point is always to keep your eye on the overarching reality—those powerful downward-moving systemic trends continue.


  Also, even some of the useful things that get done are inadvertent reminders of the big picture of decay. For instance, in 2007 many people got excited about having passed legislation to raise the minimum wage in three stages from $5.15 to $7.25 an hour. Again, great so far as it went. However, the larger, longer-term negative trend pretty much continued nonetheless: The minimum wage adjusted for inflation was more than $2 higher in 1968.*


  The great environmentalist, the late Donella Meadows, once titled an article “Things Getting Worse at a Slower Rate.” However, that was before they started getting worse faster again.1 Clearly, when great victories don’t even get us to where we were more than forty years ago, we need to pay close attention. We are being reminded that something more profound, something systemic, now has to be confronted and dealt with in ways different from what most people have been talking about if we want to start getting serious about moving the trends, positively, in the direction of a decent and democratic future.


  (And by the way, think again a bit about most of the projects, and organizing, and demonstrations, and even bits and pieces of civil disobedience—all of which are important—and ask yourself whether they look to be making a serious dent in the systemically generated trends producing global warming.)


  Sometimes, exceptions prove the rule. In the next chapters I’ll take up some major modern policy achievements that seem to challenge the judgment that what we call traditional politics no longer has much capacity to alter the negative trends, that either something deeper and systemic must be changed or the trends will continue.


  I’ll suggest that even the most promising modern exceptions to the rule, in fact, are exceptions in that only very, very special and likely nonrepeatable circumstances explain them. Also, on close examination they tend to document other aspects of profoundly disturbing systemic power relationships—even when they seem to move in a more positive direction.


  For the moment, however, let’s probe a bit more deeply into the problem of systemic change in general.


  The traditional theory of change (and of democracy) many Americans have been working with is that politics in the usual sense (augmented by projects, movement building, and so on) can, in fact, achieve major trend shifts in outcomes that uphold important values.


  Actually, however, on examination, when you study things a bit closer, there have always been some rather large systemic flies in this ointment, especially as it applies to modern experience (the experience most of us have in mind when we think about these things).


  The first theoretical fly has to do with whether what we mean by “politics” in the usual sense of that term is what, in fact, has produced some of the most important modern outcomes—or whether something else really did the job.


  For a start, many progressives hark back to the great days of the New Deal to recall how politics demonstrably can impact the underlying system, can achieve great results, can alter profoundly important trends. After all, many of the most important things we take for granted—like Social Security, labor laws permitting union organization, banking reforms (including deposit insurance and Glass-Steagall banking legislation, for example), agricultural programs, and many, many more specific legislative achievements—were, in fact, enacted because politics brought together an alliance (the New Deal coalition) capable of dealing with the underlying systemic power relationships. No question about it—except one that is pretty obvious: Would any of the above have been possible in normal times? Or was what happened in large part the result above all of the Depression crisis creating a highly unusual opportunity allowing for unusual changes that normal politics could not achieve on its own?


  No way to answer that question definitively, of course. But for openers, it’s useful to recall that in “normal times”—the preceding decade of the 1920s—Franklin Delano Roosevelt was campaigning as a budget-balancing fiscal conservative, and nobody in their right mind would have believed that anything like what became the New Deal agenda was feasible.


  Another way to get at the underlying point—namely, that a highly unusual context (rather than politics in the usual sense) allowed for or produced changes not otherwise possible—is this: What do you think might have happened if a Democratic president had by chance been in office in 1929 when the Great Depression hit, and if he, instead of Herbert Hoover, paid the political price for the crisis? How likely is it that a hard-charging conservative challenger would have responded by putting forward the kind of program that Roosevelt actually did put forward in response to the collapse?


  You only have to look to Europe to understand how differently things could have gone. There, the hard-charging conservative challengers who responded to severe economic distress put forward authoritarian regimes—and made them stick—in more than one country.2 (And even highly respected Americans like George F. Kennan, an important figure who was to play a major role in Cold War strategy, thought that some kind of authoritarian regime might be the answer in this country.3)


  No, I am not trying to rewrite all this history. My point is a very simple one: Many progressives look to the New Deal era for a precedent suggesting that “politics” in the usual sense of what we mean by the word can, in fact, alter the big trends. Yet on examination everyone knows that this is not what happened. This argument, by the way, is not really very controversial, though the point is painful. Everyone knows that the achievements of that era were very, very much dependent on highly unusual circumstances.4


  Why bother with all this? Why focus on this particular fly in the ointment—or the argument that politics in the usual meaning of that term (plus organizing, movement building, projects, demonstrations, civil disobedience, et cetera) may not have the capacity to achieve trend-changing outcomes?


  I’m not at all interested in pouring cold water on progressive hopes. Quite the contrary. I’m trying to put something else on the table in clear terms—namely, that if we are to get anywhere in the future, we had better think twice about one of the most important precedents many people rely on when they hold (implicitly or explicitly) that politics (again as we usually understand that term) can alter the profoundly powerful trends emanating from much deeper systemic processes.


  If it takes the collapse of a massive worldwide depression to do the trick—along with the good luck from a progressive point of view that a conservative happened to be in office to take the blame when everything fell apart—then either these circumstances must prevail in the future, or the long, painful trends outlined in the previous chapter are likely to continue.


  Note carefully in the above the words if it takes the collapse—especially the word if.


  There have obviously been other modern periods of great progressive achievement that were able to alter painful underlying systemically produced trends. The question, again, is whether the most important of these also depended upon highly unusual circumstances—or whether or not they offer hope that systemic trends can be reversed through normal political processes.


  We’ll come back to these questions, and also to the question of whether we should expect another collapse or maybe something different in the future—matters that are not quite so easy to chew on as many on the left, right, and center sometimes suggest.


  Before we move on, it’s probably useful also to mention something obvious. Even though the New Deal passed a considerable amount of progressive legislation, it did not, in fact, solve by far the most important problem of the Depression era. Unemployment still plagued 17.2 percent of the civilian labor force and 23.8 percent of the non-farm workforce in 1939.5


  World War II solved that problem, which leads us to other flies in the ointment.


  * The increase to $7.25 was completed by 2010. Had the 1968 $1.60 minimum wage kept up with inflation it would have been an estimated $10 in 2010 dollars—that is, $2.75 higher than what the much-heralded law requires. See: Oregon State University, “Minimum Wage History,” OSU, November 9, 2011, accessed August 28, 2012, http://oregonstate.edu/instruct/anth484/minwage.html. Inflation calculated using MeasuringWorth.com: Lawrence H. Officer and Samuel H. Williamson, “Annual Inflation Rates in the United States, 1775–2011, and United Kingdom, 1265–2010,” MeasuringWorth, 2011, accessed October 25, 2012, http://www.measuringworth.com/inflation; Office of Communications, “Changes in Basic Minimum Wages in Non-Farm Employment Under State Law: Selected Years 1968 to 2012,” US Department of Labor, December 2011, accessed August 28, 2012, www.dol.gov/whd/state/stateMinWageHis.htm.


  CHAPTER THREE

  

  


  Flies Number Two and Three in the Traditional Theory of Politics


  The most important period other than the Great Depression that most people hark back to in holding that systemic trends can be altered by ordinary politics (in the usual sense of that term) is obviously the modern postwar era, and especially the 1960s (and to a degree, the early 1970s).


  For those of you who care about the environment, also time to listen up!


  I don’t particularly like pointing out flies in ointments, but there are two big ones here that also make past precedents a bit dicey if we are looking for arguments about whether the long trends we looked at in chapter 1 can be altered by traditional approaches.


  And whether, accordingly, we might need to begin to develop different (system-changing) strategies.


  And, further, how this might be done.


  Which brings us to big fly number two: The postwar era in general, and the “postwar boom” in particular, were extremely unusual in a way that is pretty much the polar opposite of the special conditions of the Depression. The years 1945–70 define the most powerful economic boom in modern history—a time when the economy grew at an annual rate of 3.05 percent per year and median family income came close to almost doubling (from $27,000 to $48,300 in inflation-adjusted 2011 dollars).1


  Again the thing to note about this unusual moment in history is how truly exceptional were the circumstances that produced it—the most important of which was a massive, global, industrial-scale war and its aftermath, a war that was not fought on American soil (something very different from what happened to many other nations at this point in twentieth-century history).


  Federal military spending skyrocketed to 37.8 percent of the economy in 1944 (and 37.5 percent in 1945), producing a massive economic stimulus six and a half times that of the recent Obama effort relative to the size of the economy.2


  World War II not only ended the Depression and put everyone back to work; it also produced wartime savings for millions of workers, and this in turn helped fuel the boom when the savings were turned into new postwar consumer purchases. Moreover, the high demand for unskilled workers during the war made labor union organizing much easier; National War Labor Board regulations also helped raise wages and reduce inequality. The war also gave rise to a temporary postwar politics that allowed for enactment of special programs for returning veterans, further fueling the boom. One of the most significant was the GI Bill, which paid for college educations or training programs for 7.8 million World War II veterans.3


  Most important of all was that World War II radically impacted the industrial capacity of America’s most important competitors and potential competitors—including, but not limited to, Germany, Japan, Great Britain, France, and Italy.


  Not only did the US economy benefit from Marshall Plan and other spending to help rebuild these nations (as funds were used to purchase American goods, which were shipped overseas on American merchant ships), but for a substantial (boom) period the United States had very few major global competitors—until they came back.


  Bottom line: The first essential condition in which the most important trend-shifting programs of this era were enacted was a massive and highly unusual economic boom that both created something approaching full employment and was accompanied, not incidentally, by a flow of significant fiscal revenues.


  Among the big programs enacted were a large housing program and Social Security expansion under Truman, the Interstate Highway System under Eisenhower, and above all Medicare and Medicaid, the War on Poverty, and education programs under Johnson. The minimum wage was increased repeatedly. In addition, civil rights legislation moved onto center stage. That milestone followed a different dynamic, but also in part depended for its timing on the fact that black Americans had fought in the war—and also that wartime industry had disrupted the South, sending a huge migration north.4 We’ll come back to this shortly.


  Some of our most important environmental legislation—including the Clean Air and Clean Water Acts—was also part and parcel of the boom era. (Economic booms are good for environmental legislation: They tend to reduce the fear of job loss that often comes with regulation. Unfortunately, the same fear, as now, conversely, keeps those negative trends moving right along in the wrong direction when the economy falters and decays. One recent analysis shows that just four of the main environmental laws were passed when annual unemployment was greater than 7 percent, and none when unemployment was over 7.5 percent.5)


  So, again, a very, very unusual context. If the New Deal was in large part made possible by a massive global depression (and luck that a Republican was in office at the moment of political danger), the postwar achievements were in significant part made possible by the ongoing impact of a massive (and highly unusual, global-scale) war and its extraordinary aftermath.


  Also, the economy was further boosted by big, big military spending—during the Cold War, the Korean War, and the Vietnam War especially—from the early 1950s through the early 1970s. Such spending hit 13.2 percent of GDP in 1952 during the Korean War (and 14.2 percent in 1953); it peaked at 9.4 percent in 1968 during the Vietnam War; it’s less than 5 percent now—even with the large commitments in Afghanistan and Iraq.6


  All very, very unusual when viewed in a longer-term historical perspective.


  But all this is still only fly number two.


  That we learn very little from either the New Deal or the big postwar and Great Society boom-era programs about what politics in the traditional sense can do about deep system-related trends in non-special times is even clearer when we look at fly number three.


  This is the simple fact that a capacity to alter big trends in virtually all advanced nations has almost always depended in significant part on the strength not simply of politics in general, and not only of movements in general, but also on the existence of powerful institutions—above all, labor unions.


  Indeed, in all of the postwar boom programs, labor played a major, major role—especially with regard to the Great Society programs. Labor historian Nelson Lichtenstein observes that by the end of World War II, the AFL and CIO had both “built political machines that gave labor a distinctive, well-defined political profile at both the national and local levels. The unions invented the political action committee in the 1940s: during the 1944 election the CIO-PAC proved the backbone of the Roosevelt Reelection effort in the urban, industrial North . . . Unionism boosted turnout and Democratic Party loyalty for fully a third of the electorate.”7


  The new power of labor organizations, in turn, was critical in the political effort that produced passage of the Medicare and Medicaid legislation, the true powerhouse funding programs of the era. Studies by Yale public policy expert Theodore Marmor and others reveal a legislative battle over the two major Johnson-era achievements dominated, on the one hand, by labor and labor-based organizations and, on the other, by the American Medical Association.


  When Medicare was first proposed, the American Association of Retired Persons (AARP) was not yet a large organization and at the time was far less supportive of government insurance. A new organization launched by the AFL-CIO—the National Council of Senior Citizens—became critical in the push for Medicare. Largely made up of union retirees, it held “giant rallies, organiz[ed] major letter-writing campaigns, [and] vigorously picketed opponents.” In the 1964 election cycle, the AFL-CIO spent a then extraordinary $1-million-plus (over $7 million in 2011 dollars) on contributions and political education efforts in support of its successful Medicare/Medicaid campaign.8


  Labor was also central to environmental successes. The UAW hosted an important early conference on water quality issues and subsequently, in 1965, added a Conservation and Resource Development Department to work with environmental groups. Among other issues, the union fought for the banning of DDT and even advocated tougher automobile emission standards. And although they often fought with environmentalists, in general labor unions were essential to the election of many of the liberals who voted for environmental legislation. Senator Gaylord Nelson, the founder of Earth Day, for example, had initially worked as a labor lawyer and always relied on unions for political support.*9


  The first truly big difficulty to get your mind around here (for our own time in history) is that the institution of the labor union has declined radically, and is likely to continue to decline. This in turn means—critically—that any serious future politics will have to find some other way—if it can!—to do what labor once did.


  The second difficulty for anyone who hopes to build a serious future politics and may be thinking about a genuine rebuilding of labor is that there is pretty strong evidence that union building itself was in significant part impacted by the two big crises we have been discussing.


  Labor union membership stood at roughly 11 percent in 1929. The Depression made possible passage of the Wagner Act and section 7(a) of the National Industrial Recovery Act, which guaranteed labor organizing and collective bargaining rights. Union membership more than doubled—to 28.6 percent in 1939. The openings for labor made possible by World War II (especially in defense-related industries) brought union membership to a record high of 35.4 percent in 1945.10


  Scholars now debate the many diverse reasons for what happened thereafter, but for our purposes the critical point is that it has been pretty much downhill ever since—and labor’s power in politics (though clearly still very important) is not likely to come back in trend-reversing ways:11 Overall union membership declined to 11.8 percent in 2011 (and a mere 6.9 percent in the private sector.)12 Not only are we now back down to roughly the 1929 level but—aided and abetted by corporate and other conservative attacks—the trend is going in the wrong direction.


  So . . .


  Massive crisis, on the one hand, and massive global war and its aftermath, on the other: two overarching history-shaping elements at the heart of a once powerful, trend-altering progressive politics. Also, the political impact of once powerful labor unions, whose strength was in significant part related to the two big crises—and is now declining rapidly.


  It should not be surprising, accordingly, that an important recent study by historians Nick Salvatore and Jefferson Cowie sees the progressive gains of the middle third of the twentieth century, quite simply, as largely an aberration. “Absent major national shocks, the capacity for fundamental political change is limited in the American context. Our founding mythos of individualism has . . . become so intimately intertwined with the very essence of the nation itself that its limitations become most difficult to perceive.”13


  Former labor secretary Robert Reich has also concluded (in some writings) that “the period extending from 1933 to 1965—the New Deal and the Great Society—was an historical aberration . . . animated by the unique crises of the Great Depression and World War II, and the social cohesion that flowed from them for another generation. Ronald Reagan merely picked up where Calvin Coolidge and Herbert Hoover left off.”14


  However we come to terms with these judgments, another way of underscoring the critical challenge is simply to note that if we hope to deal with the systemic issues, we had better think much more deeply about what it will take—and “what then we must do”—if we want to get beyond occasional token protests and the election of people who posture as the long, long trends continue to decay.


  I know this is pretty dreary stuff—especially for a book that in the end (as you will see) offers a reasonably hopeful sense of the future, and a strategy aimed at possibly getting there. (Moreover, except in passing I haven’t even discussed race, and how racism was used to suppress votes in the South and to divide potential progressive constituencies, including labor, in the North.)


  Unfortunately, however, I don’t think we are going to get anywhere without getting some myths out of the way. To put it simply: On the basis of the evidence (so far) it appears unlikely that strategies hoping simply to revive politics in the traditional ways—even intensified by movement building, and especially given the decline of labor—are going to get us very far in addressing some of the profoundly depressing system-produced trends we are facing.


  The trends are likely to continue—give or take a minor uptick gain—unless we come up with something different.


  *By the way, the important 1960s and especially early-1970s environment laws (the latter passed when Nixon was in office) occurred at a time, note carefully, when the Republican Party was entirely a northern party, and the central problem it faced was how to attract white suburban voters. After adoption of its “Southern Strategy,” a very different, more conservative, and implicitly race-related politics became the norm.


  CHAPTER FOUR

  

  


  The Fading Power of Traditional Politics


  Just a couple more things before we can really get going—and to wrap up this question of whether or not change along traditional lines (I mean trend change, of course) is likely on our current path.


  Isn’t the fact that Obama health care legislation passed evidence, after all, that if you really work at traditional politics it will all work out in the end?


  Well, maybe.


  This is another case where digging a bit deeper into how things really worked in the era we are coming out of helps clarify our own challenge—the era, that is, most people have in mind when they remember the future.


  Americans have talked about universal health care for a long, long time—way back, indeed, to the time of Theodore Roosevelt. If you look closely at the historical and institutional foundations that created the preconditions of the Obama health care legislation, however, what you find is a tale most people simply don’t know much about—a tale that puts recent events in a somewhat different perspective.


  First, the very idea that there should be any serious kind of health insurance for Americans (beyond tiny elites) simply did not have much reality until World War II—and it was (again) the war that gave it reality. With wartime labor scarce, wage-price controls were enacted to keep bidding wars in check. Corporations, unable to offer more pay, tried to compete with benefits instead. The modern idea of widespread employer-provided health insurance developed as a strategy to attract wartime workers, and continued in many industries after the war, especially during the boom era.1


  Although it is possible (perhaps even likely) that a serious demand for health care would have occurred sometime in American history, the widespread general idea that health insurance should be provided to large numbers, in fact, was—and is—a creation of the World War II moment in history. Second, as we have noted, one of the key constituencies that built upon this new health insurance idea and helped lead the fight for the first modern public extensions of the concept—Medicare and Medicaid—was obviously organized labor. And again, the strength of organized labor in the postwar period is inseparable from the two major system-shaping events of the twentieth century: the Great Depression and World War II.


  Third, the other important constituency that helped establish Medicare and Medicaid was and is obviously the elderly. And in many ways the elderly as a political constituency (rather than an age class) was largely brought into being by Social Security and the events of the Depression.


  Fourth, the context in which Medicare and Medicaid became possible was also—as we have seen—the special context of the postwar boom, and the financial flows it produced.


  Fifth, it is upon the institutional structures, as well as the political-economic constituencies established by these processes, that further extensions were added—especially support for HMOs during the Nixon era, COBRA legislation during the Reagan administration, the State Children’s Health Insurance Program (SCHIP) in the Clinton years, and also the massive Bush-era drug program (Medicare Part D).


  And sixth, it is upon this long-developing political-economic scaffolding of institutions and constituencies—ultimately explainable only by reference to the Depression, the New Deal, World War II, and the postwar boom—that Obama legislation even became imaginable.


  You can’t just say “Obamacare passed, and therefore all we need to do is get organized and get to work.” (We do need to do that; but as the above suggests, that is only part of the story, looking back—and especially looking forward, as we ask what it will take to achieve large-order trend-changing politics in other areas.)2


  So, again it may in theory have been possible to get to this point in some other way, but what in fact got us here was very, very dependent on a long series of highly unusual prior changes, the most important of which were anchored in those odd mid-twentieth-century global crises called the Great Depression and the massive global Second World War.


  Bottom line again: I am certainly not advocating a return of either of the above. Just trying to clarify that our theories about the power of traditional politics in this particular corporate system often ignore some very important things as people grasp for hope—or perhaps wishful thought—that traditional strategies might somehow alter those big trends and that we really don’t have to deal directly with the system that is generating the trends.


  What about civil rights, feminism, gay rights? Don’t the transformations on these fronts tell us the system is capable of changing course by reacting to traditional politics and movements?


  Yes and no.


  There have clearly been political successes in these areas, extremely important successes—and, thankfully, we are indeed on the way to one day genuinely achieving a society of individual respect and equality. Moreover, the kind of political activism that most people associate with progressive causes—demonstrations, movement building, civil disobedience, but also electioneering, canvassing, and all of the traditional political models—has been effective for these causes.


  But there are a few obvious points (and one not so obvious that we’ll come to at the end) to consider here.


  One: What this has all been about is getting into the existing system.


  Not changing it.


  The battle for equality on all these fronts has largely been about rights, and about fulfilling the enduring elements of the individualist American culture.


  (I in no way mean to denigrate the drive to full equality. My concern is simply to keep the critical questions in focus and to remind you of those big, big decaying trends that continue on their way even as more and more people find that personal discrimination is slowly—all too slowly—declining.)


  Professor Michael Kazin underscores the obvious point in his recent book on the left in American politics: “Radicals in the U.S. [he might well have added “progressives in general”] have seldom mounted a serious challenge to those who held power in either the government or the economy. But they have done far better at helping to transform the moral culture, the ‘common sense’ of society—how Americans understand what is just and what is unjust in the conduct of public affairs. And that is no small thing.”3


  Two: World War II obviously also played a role here, helping accelerate things a great deal, producing some (not all) of the conditions that permitted successful activists and activism. Many women, for instance, were drawn deeply into the industrial workforce—and then sent back to suburban homemaking, an experience that they and their daughters found world-shaking. Black Americans were drawn north, out of the cotton fields, into a different economic and ultimately social and political world, and many entered the military. The postwar world was never the same—for them and for their sons and daughters.


  At the same time we rarely consider fully the implications of the simple truth that it was not until the two-thirds point of the twentieth century (!) that black Americans were able to vote in most parts of the South—in a “democracy” that looked the other way while terrorist groups like the Ku Klux Klan enforced the old order, in a vast region of the nation home to 30 percent of the entire population, with violence and murder.4


  Three: There has also been backsliding in several areas, especially as the decaying social and economic trends have continued their powerful impact. Schools, for instance, are now as or more segregated than before civil rights legislation spurred serious desegregation in the late 1960s and early 1970s.5 And as the black professional middle class has left the city, the remaining neighborhoods have become less, not more, stable. Correspondingly, poverty trends for black Americans have reversed in recent years: The rate has increased steadily from its historic low of 22.5 percent in 2000 to 27.6 percent in 2011.6


  Four: The modern achievements of the gay rights movement, and the equality of marriage effort, are clearly also on a trajectory to achieve full acceptance in American society—and again, with great difficulty and much pain. And also with not much impact, one way or another, on the larger economic and social trends that define the system problem in its larger dimensions. Indeed, even as the major trends are getting worse.


  Martin Luther King Jr. confronted the depth of the systemic challenge in the mid-1960s and again shortly before his death in 1968. The fight to end discrimination was one thing; challenging the economic system was another. Speaking to his staff, one member recalled, King “asked us to turn off the tape recorder . . . He talked about what he called democratic socialism, and he said, ‘I can’t say this publicly, and if you say I said it I’m not gonna admit to it . . .’ . . . and he talked about the fact that he didn’t believe that capitalism as it was constructed could meet the needs of poor people, and that what we might need to look at was a kind of socialism, but a democratic form of socialism.”*7


  


  Let us leave aside the word socialism for the moment. The challenge, King declared shortly before he was assassinated, was structural and systemic, not simply political in the traditional sense: “We are dealing with issues that cannot be solved without the nation . . . undergoing a radical redistribution of economic power.”8


  King’s final judgment stands as instructive evidence of his understanding of the nature of systemic challenge—and also as a reminder that given the failures of both traditional socialism and corporate capitalism, it is time to get serious about clarifying not only the question of strategy, but what, in fact, the meaning of changing the system in a truly democratic direction might one day entail.


  * King evidently was of two minds about whether it was right to think these thoughts but not speak them publicly. In a 1965 speech to the Negro American Labor Council, he reportedly stated: “Call it democracy, or call it democratic socialism, but there must be a better distribution of wealth within this country for all God’s children.” See: May 1965 speech to the Negro American Labor Council, quoted in Thomas F. Jackson, From Civil Rights to Human Rights: Martin Luther King, Jr., and the Struggle for Economic Justice, (Philadelphia, PA: University of Pennsylvania Press, 2007), p. 230.


  PART II

  

  


  SYSTEMS OLD AND NEW: EVOLUTIONARY RECONSTRUCTION


  CHAPTER FIVE

  

  


  A Note About Systems and History and Prehistory


  And Also About Just Plain Useful Change


  Our question, of course, is still “What then must we do?”


  If the long and painful trends are likely to continue, if they are deeply rooted in the way the underlying corporate-dominated system is designed, and if the old ways of hoping the trends might be altered are pretty much illusions—what then?


  Yes, lots of folks are doing very creative things; lots of wonderful organizing, great local projects, and important experiments with self-organizing and open-source theory are under way. Some are testing out civil disobedience. Exciting green projects, in particular, are exploding around the country. All part and parcel of getting serious about real movement building. All important, all part of where we need to go.


  But if the box we are in is truly systemic, will this, in fact, get us where we need to go? What do we really need to do to change the largest, most powerful system in the world? How, really, do we proceed?


  Moreover, except briefly, we haven’t even begun to discuss the ecological crisis, to say nothing of climate change, and the nation’s—indeed the world’s—addiction to economic “growth.”


  Now the hard work begins!


  Margaret Thatcher, the famous conservative British prime minister, coined the term TINA to popularize her belief that “There Is No Alternative” to one or another variety of corporate capitalism (especially one with a very thin veneer of public programs).


  Truth be told, most Americans in their heart of hearts almost certainly think she was right and cannot really imagine any genuine alternative.


  (Or they have simply given up on “systems.” There are some pretty serious anarchists out there these days.)


  But of course, if we face a systemic crisis—if the system is the problem (and if the old balancing mechanisms are rapidly disappearing)—then either an alternative to corporate capitalism (to say nothing of state socialism, or whatever name we give the other old system) must be found, or we are obviously in deep trouble.


  Accordingly, and simply to begin to dig just a bit more seriously into the problem, here’s a brief review of some of the major historical systems and how they have been structured.


  For the most part political-economic systems are largely defined by the way property is owned and controlled (particularly productive economic property). It tends to produce political as well as economic power.


  Thus, all too briefly:


  •Feudalism was a political-economic system structured above all around who controlled productive land—namely the lords, church, and king, not the peasants.


  •Nineteenth-century free-enterprise capitalism was largely structured around small- and medium-scale competitive entrepreneurial capitalist ownership.


  •State socialism in the Soviet Union and Eastern Europe was structured around state ownership of productive wealth.


  •Corporate capitalism has so far come in three broad flavors:


  1. Fairly pure corporate domination of the kind that emerged in the late nineteenth century in this country—and to which the trends may now be pointing again unless a different path forward is developed (the end point of which could be a corporate state).


  2. “Managed corporate capitalism” balanced by labor of the kind common in many European nations (with union strength, as in Sweden, sometimes more than double our own) and, to a much lesser degree, the system mainly operating in the United States circa 1945–80.


  3. Fascism—corporate capitalism managed by authoritarian rule of the kind that existed in Germany, Italy, and Spain during the 1930s and 1940s and (in different form) among some Latin American dictatorships until recently.


  •Socialism with Chinese characteristics has so far been an odd mix of corporate ownership plus state ownership, with authoritarian rule.


  Once again, a reminder and a basic point to keep in mind about the above: The most recent estimate is that a mere 400 individuals in the United States now own more wealth than the bottom 180 million Americans taken together—a degree of wealth concentration that is accurately, not rhetorically, properly designated medieval.1


  Since political power in large part seems to go along, one way or another, with economic power, this particular number (along with the corporations that such wealth concentration also controls) is obviously something to keep your eye on.


  The first system question to struggle with—if you don’t happen to like any of the above—is whether there might be an alternative, even in theory.


  The second question is whether there might be a path from here to there even if we knew where “there” was.


  Both questions, in turn, lead to two additional questions.


  Are there any ways to begin to conceive of a different system that might truly democratize the ownership of wealth in some way that points in the direction of a democratic system in general? (Especially since in different systems political power seems inevitably related, directly or indirectly, to a greater or lesser degree, to wealth?)


  And are there any processes at work that might begin to move us in a new direction, even over long periods of time?


  Those are the (first) big questions, and we’re going to take them in steps. So for the moment—and to be quite clear—here are the issues we’ll be chewing on in part 2:


  How do we begin to get a different sense of what a different, better next system might entail?


  And how do we begin to get a sense of a different strategy to get from here to there? (And yes, in due course we will come back to struggle not only with the ultimate system questions, but also with halfway houses, systemic hybrids, political fallback positions, and the like—not to mention how new institutional sources of power might be developed.)


  All in due course.


  CHAPTER SIX

  

  


  An Initial Way to Think About System Change


  Let me begin by telling you a tale my father once told me about his first day at college—and then a real-life story about history, and prehistory, and changing the system (maybe).


  My father was an engineer. He entered the University of Wisconsin at age sixteen in 1924, and he loved to recall his first professor of engineering—a gruff, mustachioed, white-haired, detail-demanding Germanic hard-liner (at least so he stands in my childhood memory).


  The very first day, across the entire front of the 1924 classroom (this, of course, was pre-PowerPoint), our professor had unscrolled a huge picture of a giant locomotive—the kind we no longer know about or see, the kind with dozens of wheels, smoke pouring out the smokestack, and massive power bursting forth on all sides.


  The task for the entering freshman class? “We will redesign this entire locomotive!”


  How to proceed? “We begin today with one bolt.”


  Yes, I’m suggesting we start by breaking down the system problem—both in general, and in connection with the “how do we get from here to there” question. We will, of course, have to assemble the bolts in due course, but I find it helps to start with very concrete realities.


  Accordingly, on to that story I mentioned at the outset about history and prehistory (and maybe changing the system).


  Many years ago—in 1977—a very large steel mill was closed down on one very unhappy September day in the city of Youngstown, Ohio. Five thousand workers lost their jobs, their livelihoods, and their futures when Youngstown Sheet and Tube went down.


  Five thousand on one day was a very big deal, nationally, in 1977. It made the front page of newspapers and was the top story on the evening news—the reason being: This had not happened very often in the United States of America up to that point. (Now, tragically, it is hardly news, since it happens all the time. That is another feature of the systemic crisis.)


  The steelworkers back in 1977 called it Black Monday, and I remember all too well how, as the reality sank in, we heard reports of men who could no longer support their families going out into the garage and putting a pistol to their heads.


  That was not the only response, however.


  One young steelworker named Gerald Dickey somehow got to thinking that there was no reason the steelworkers themselves couldn’t run this facility, and he began to urge and organize and push and shove to get some interest in his outrageous idea.


  Just to give you an idea of what outrageous meant in Youngstown: Dickey was taken aside by one of the town’s leading businessmen and advised in a very fatherly manner, “If you’re interested in steel mills, let me suggest a couple stocks you might buy . . .” But of course Dickey and others had a somewhat different idea, and they (along with many others) began to get serious.


  First, they got a number of their activist friends who worked at the mill together. Second, they found that a group of Youngstown religious leaders were also upset because if the huge mill went down, a good part of the economy and livelihood of the community would go down. Third, the steelworkers and a new ecumenical coalition headed by a Catholic and an Episcopal bishop began to demand that the mill be put back to work under some form of worker or worker–community ownership. Fourth, they found a sympathetic ear in one Washington bureaucrat (an assistant secretary of housing and urban affairs named Bob Embry)—and suddenly they had enough money to finance a really professional plan for how to put the old mill back into operation with the latest modern technology.


  (I was called in to help oversee the development of the plan, and to help advise on other matters. All this now seems like only yesterday. Especially because, as we shall see, lots more folks are doing this kind of thing now.)


  Long story short: The young steelworkers and the ecumenical coalition were very sophisticated about what they were taking on. They knew their only chance against the big steel companies (all of which were less than enthusiastic about the idea of workers owning mills, to say the least!) was to build a popular political base around the state and, to the extent feasible, around the nation. This meant capitalizing on the bold tale of workers taking on the big guys, and drawing in the press, and also mobilizing the national religious community.


  (By the way, they also had to take on the national union leadership: The United Steelworkers in 1977 also had absolutely no interest in the idea of workers owning a mill—and indeed thought of the young steelworkers in Youngstown as upstart troublemakers who might also perhaps one day cause problems for the established national union leadership.)


  A major victory occurred: The Carter administration studied their plan and agreed to allocate at least $100 million in loan guarantees to put it into operation.


  You will not be surprised to learn, however, that though they won the first major battles, the Youngstown steelworkers and the ecumenical coalition lost the war. Somehow, oddly (!), just after the midterm elections of 1978 were over and the national politicians no longer had to worry about a backlash, the Carter administration’s interest faded away, and the $100 million never quite got allocated.


  (And somehow, oddly, the major steel corporations and the steelworkers union, it was rumored, were somehow, maybe involved—though, of course, no one could prove anything.)1


  Why, you might ask, are we starting off this chapter with a total fiasco, a major loss, and a profound tragedy (we do not know how many workers went out to the garage as the stark realities became increasingly clear)?


  The answer is: The story did not end there. And if you are interested in systemic change, rather than token politics, the next steps are perhaps of greater significance. They are also instructive—particularly about what it takes and how maybe to think about change in a different way.


  Neither the young steelworkers nor the ecumenical coalition were naive. They knew they were up against some of the most powerful corporate (and at the time union) players in the country. They were fully aware that they might well lose the battle. They also knew, however, that they were on to a very important idea, one whose time—they hoped—would one day come no matter what.


  Why should workers not own the companies in which they work? they kept asking. Why can’t this become an idea to put into everyday practice—now or in the future? Accordingly, as part and parcel of their strategy they made it their business to help educate the public and the press and the politicians in the state and around the country about what they were trying to do both locally and, in a much more fundamental sense, as a larger national strategy and vision.


  Once again, long story short: The Youngstown story did not, in fact, die when the Carter administration turned its back on the workers in 1978. Instead, the inspiring example of the workers and the ecumenical coalition—plus the very sophisticated educational and political work they did to spread the word—had ongoing impact.


  There are now many, many worker-owned businesses in the state of Ohio, and the support system for building them is one of the best in the nation. There is also a very energetic Ohio Employee Ownership Center at Kent State University that provides assistance to workers and others who want to establish such firms. (The center was put together by a Kent State professor, the late John Logue, who was directly and personally inspired by the Youngstown effort.) And the simple idea that workers can and should own their own factories or stores or other businesses is an idea that is now almost conventional in many parts of Ohio, not only among workers but also among businessmen, many of whom (aided by certain tax benefits) now sell their successful businesses to their former employees when they retire.


  That last paragraph compresses roughly thirty years into five sentences. So obviously, there’s lots more to the tale. I’m sure you get the general point (or points), however. Except that, in fact, things start to get even more interesting if we go down the track just a bit farther.


  It is not simply that the idea of worker ownership is now pretty much commonplace in various parts of the state. Something else has happened: The concept has gotten much more sophisticated as time has gone on, and as people have thought about things, and worked on them in different ways. Innovation has also occurred.


  And as a result of work done in the last several years there now exists in Cleveland a group of very sophisticated worker-owned companies, linked together with a community-building nonprofit corporation and a revolving fund designed to help create more and more such linked, community-building cooperative businesses as time goes on. Furthermore, part of the new design involves getting big hospitals and universities in the area (like Cleveland Clinic, Case Western Reserve University, and University Hospitals) to agree to purchase some part of their needs from the worker-owned companies.


  The goal now is not simply worker ownership, but worker ownership linked to a community-building strategy—and supported in part by larger institutions that not only have broad interests in the community but also are dependent in part on public programs supported by the workers’ and the community’s tax dollars, such as Medicare, Medicaid, and educational funds. Put another way, the process that can be traced to the Youngstown effort—including its seeming failure—has also led to innovation, and further development, and greater sophistication.


  As time has passed, new priorities and another set of alliances have begun to develop. Now, all of the linked worker-owned companies are very, very green by design. For instance, the Evergreen Cooperative Laundry operates out of a LEED Gold-certified building and uses (and has to heat) around one-third the amount of water that other commercial laundries use and heat. Evergreen Energy Solutions is poised to install twice as much solar capacity in the coming period than currently exists in the entire state of Ohio. And Green City Growers Cooperative—a three-and-a-quarter-acre hydroponic greenhouse (the largest in any American city)—currently produces some three million heads of lettuce a year along with hundreds of thousands of pounds of herbs.(Two new cooperative businesses are scheduled to come online each year as the building processes continue.)


  By the way, local businessmen have been helpful in all this. The overall effort builds consumers, helps the local economy, and supports the tax base, and thereby all local businesses as well. Many also feel good about doing something for the community. And the politics of this seems to work, too: The mayor as of this writing, Frank Jackson, looks very, very good in the press.


  Just for the hell of it, I suggest you go back one chapter to the introduction to this part for a moment to think about the following: To the extent that systems revolve in significant part around who owns productive wealth, a system based on the institution of workers owning factories and other businesses is more likely to represent the interests of the workers than the interests of the tiny group of four hundred or so who now own so much of the wealth in the United States.


  I offer this obvious point for rumination, but quickly also add that any serious approach to system-changing ideas needs to be very thoughtful about structural and ownership relationships. As noted, at one point the Youngstown effort focused also on a joint “Community–Worker Partnership”—following the idea that the interests of the whole community, not just the steelworkers at one particular plant, were at stake. And the Cleveland effort—along, as we shall see, with many others—offers further ways to think about this broader idea, about many different ways to democratize ownership, and about the logical community building and other relationships involved in systemic design.*


  The tale does not end in Ohio, though. Let me take you just one or two more steps along the trajectory of this story. Many other workers’ groups and many other cities around the nation have picked up on—and been inspired by—the line of development represented (all too briefly) in the above tale. Efforts like that in Cleveland are now being developed in Atlanta, Pittsburgh, Washington DC, Amarillo (Texas), and many other cities.


  Nor is that all. United Steelworkers, whose national leadership once opposed the Youngstown effort, has also evolved. The union has recently announced a major strategy to help build “union co-op” worker-owned companies around the nation. Efforts are under way, in particular, in Pittsburgh and Cincinnati.2 There are also signs that other unions are beginning to realize they might gain additional leverage by exploring new strategies. The Service Employees International Union is launching a worker-owned and unionized laundry project in Pittsburgh and is involved in a groundbreaking partnership with New York City’s Cooperative Home Care Associates, an effort that provides home services for the elderly, chronically ill, and people living with disabilities, and is the largest worker cooperative in the United States.3 And the United Food and Commercial Workers Union and Homeland Acquisition Corporation, an Oklahoma- and Texas-based grocery chain, have joined together to transform the company into a 100 percent employee-owned business.4


  Also, lots of people are suddenly talking about the Mondragon Corporation, a spectacular eighty-three-thousand-person grouping of worker-owned cooperatives in Spain’s Basque region that is teaching the world how to move this idea into high gear and large scale. The first Mondragon cooperative dates from 1956, and the overall effort has evolved over the years into a federation of more than one hundred cooperatives—all based on the one-worker, one-vote principle. The modern steelworkers’ effort is a joint project undertaken with Mondragon; and the Cleveland co-ops have drawn on many of the Mondragon principles, particularly in connection with revolving loan funds to help incubate new co-ops.5


  Again, some of the nation’s business schools are now offering courses on worker ownership and other democratized business structures that they never offered before.


  And by the way (speaking as something of an old-timer who has been concerned with this kind of thing for longer than I care to mention), there are lots and lots of ordinary people who are now beginning to get very serious about changing ownership, and about this as an idea whose time has come—or might come if we get serious.


  It’s important to note, too, that support for worker ownership doesn’t necessarily always sway left or right. Take a guess at who said this, as long ago as 1987: “I can’t help but believe that in the future we will see in the United States and throughout the western world an increasing trend toward the next logical step, employee ownership. It is a path that befits a free people.” If Ronald Reagan came to mind, you are right.6


  So, some things to think about as we go forward.


  First and most important: If you want to play the system-changing game, don’t look only to short-term, quickie answers. Yes, answers are important in the here and now, very important. But if the system is the problem, the truth is that there will not be satisfactory answers in the here and now for lots of people.


  That is one of the (painful) ways you know the problem is systemic.


  Which means that either you build forward no matter what, or you lose. Period.


  Second, it is by no means obvious that a longer developmental path is inevitably blocked if you are very serious and roll up your sleeves.


  Third (and this is really worth your time and thought): Ohio has for more than three decades been experiencing the kind of economic pain other parts of the nation are now just beginning to experience. In Ohio and now elsewhere it is in large part precisely because none of the traditional solutions offers answers to the problems and the pain that people are forced to develop new ways. It’s either that or continue to experience the pain.


  Fourth, and critically: Note carefully that we are talking here about developing institutions, not just trying to change policy. And the institutions we are talking about are directly concerned with the critical system question of who owns (and how to democratize) productive wealth.


  If you think I am telling you this story—and underlining the above logic—because there is a possibility that ongoing stalemate, stagnation, and economic pain may continue in other parts of the nation, forcing choices and potentially incubating new processes (maybe even, bolt by bolt, system-changing strategies), you are right.


  But of course, that is by no means inevitable.


  Nor is the tale told so far the only process to think about.


  To be continued …


  *See the afterword for further discussion of these questions.


  CHAPTER SEVEN

  

  


  Quiet Democratization Everywhere


  That long thirty-five-year process I sketched in the previous chapter is not your typical reform. Change did not come about through the traditional strategies, such as trying to regulate or tax or incentivize existing corporate or other institutions. Nor did it emerge from revolution. Instead it came from building institutions, workplaces, and cultures concerned with democratizing wealth—a process that, just to put a label on it for the moment, we’ll call “evolutionary reconstruction.” (We’ll take up other strategies in due course.)


  Worker-owned companies are not, in fact, the only forms of democratized ownership developing under the radar (or more broadly) in the United States. Indeed, there are many, many strategies the media simply doesn’t much cover. Moreover, as the social and economic pain of the new era we appear to be entering intensifies, most are developing in numbers, scale, sophistication, and reach.


  For a start, more than 130 million Americans—40 percent of the population—are members of one or another form of cooperative, a traditional organizational form that now includes agricultural co-ops dating back to the 1930s, electrical co-ops prevalent in many rural areas, insurance co-ops, food co-ops, retail co-ops (such as the outdoor recreational company REI and the hardware purchasing cooperative ACE), health care co-ops, artist co-ops, credit unions, and many, many more. New efforts keep appearing in different areas of the economy.


  A number of co-ops are high-tech and innovative, like the Isthmus Engineering and Manufacturing Company in Madison, Wisconsin, which has been a cooperative for more than thirty years and specializes in “precision” robotic assembly machinery, custom machining, large-scale integrated assemblies, and custom packaging robots.1 In the same city, a worker-owned cab company—Union Cab—has long provided transportation services, with over two hundred worker-owners and $7 million in annual revenues.2 In Kentucky, the Louisville Biodiesel Cooperative recycles used cooking oil into a low-polluting, nontoxic source of fuel for local school buses and small family farms.3


  In North Carolina, the Sandhills Farm to Table Cooperative brings together farmers, consumers, and workers in a food production and distribution system that delivers locally grown food to 1,250 households at the same time that it helps support and stabilize the local economy.4 The Edmonds Community Solar Cooperative in Washington State partners with the city government to build renewable power capacity.5 More than eighteen hundred farmer-owners who practice sustainable agriculture across thirty-three states and four Canadian provinces market and distribute their products through the Organic Valley co-op.6


  In western Massachusetts, the Alliance to Develop Power has created an $80 million “community economy” of housing co-ops and other cooperatively controlled businesses.7 And in Austin, Texas, thousands of beer drinkers own the Black Star Co-op pub and microbrewery.8


  I could go on . . .


  By far the largest number of co-ops are credit unions—essentially democratized, one-person, one-vote banks. More than ninety-five million Americans are involved; total assets are approximately $1 trillion. Activists have also begun to get interested in this particular cooperative form: “Move your money” efforts shifted hundreds of millions, if not billions, of dollars away from Wall Street and large banks and into credit unions and smaller banks in 2011 and 2012.9


  Credit unions also lie at the heart of a new and potentially explosive movement to break down the traditional barriers to funding nontraditional business models. As one-person, one-vote institutions, credit unions are obviously subject to the will of the members. However, in many cases democratic processes have faded as staff and officers have established de facto control over the years. Efforts are under way, though, to turn the often somewhat traditional credit unions into more innovative investors—and potential sources of capital for other forms of democratized investment. In early 2012 organizers in Burlington, Vermont, for instance, mounted a successful campaign to elect a new activist member to the Vermont Federal Credit Union Board. (At this writing plans are being laid in Burlington for ongoing and upcoming elections of more board members).10


  There are also thousands of “social enterprises” that use democratized ownership to make money and use both the money and the enterprise itself to achieve a broader social purpose. One of the most impressive is Pioneer Human Services (PHS), in Seattle, Washington, an organization that provides employment, job training, counseling, education, and housing to recovering alcoholics and drug addicts. PHS was established some fifty years ago as a nonprofit corporation dependent upon donations and grants. Its $67 million annual budget is now in significant part funded by revenues from businesses it created as part of its overall strategy.


  Among other things, PHS runs a full-service precision sheet metal fabrication and machining shop, produces thousands of aerospace parts for Boeing, and through its catering services prepares and distributes more than fifteen hundred meals a day to hospitals, care centers, and nonprofit and government facilities. PHS’s social enterprises employ nearly a thousand theoretically impaired and unemployable people.11


  At the other end of the continent Greyston Bakery in Yonkers, New York, was founded by a Buddhist teacher to employ his students, but the organization’s mission quickly expanded to provide jobs for neighboring inner-city residents. Greyston now inhabits a twenty-three-thousand-square-foot facility and operates several additional businesses and services, including a day care center, a housing development that provides shelter for low-income individuals and people with HIV/AIDS, community gardens used by two thousand adults and children, counseling and support services, and a technology education center.12


  Another direction in social enterprise development is illustrated by Southwest Key Programs in the heavily Latino East Austin section of Austin, Texas. Presently the fourth largest Hispanic nonprofit in the country, Southwest Key Programs has an annual budget of over $74 million and a staff of more than thirteen hundred employees. Following a path similar to that of Pioneer Human Services, it decided to expand into business development both to support its projects and to offer work to trainees. Start-ups include Café del Sol and Southwest Key Maintenance & Janitorial.13


  By far the most common social enterprise is the traditional community development corporation, or CDC. Nearly five thousand have long been in operation in almost every US city of significant size.14 For the most part CDCs have served as low-income housing developers and incubators for small businesses. Early on in the fifty-year history of the movement, however, a different, larger vision was in play—one that is still present in some of the more advanced CDC efforts, and one that suggests additional possibilities for the future.


  New Community Corporation (NCC) in Newark, New Jersey, is a large-scale neighborhood nonprofit that employs roughly thirteen hundred neighborhood residents, manages two thousand housing units, has $500 million in assets, and has an approximately $200 million operating budget. Though modest in the total picture, proceeds from NCC businesses—including a shopping center anchored by a major supermarket—help support day care and after-school programs, a nursing home, and four medical day care centers for seniors. NCC also runs the School of Practical Nursing and Gateway to Work programs, both designed to train young residents for future careers.15


  Another large-scale effort, Bethel New Life in Chicago, is a faith-based community development organization serving residents of the West Garfield neighborhood of Chicago since 1979. In Oakland, California, the Unity Council, started in 1964 by Hispanic community organizers, has spearheaded the Fruitvale Village project, an ambitious ten-acre urban revitalization project anchored by a mass transit station that has created affordable housing and ground-level retail, including a micro-enterprise incubator.16


  Still another form of democratized ownership involves growing numbers of “land trusts”—essentially nonprofit corporations that own housing and other property in ways that prevent gentrification and turn development profits into support of low- and moderate-income housing. One of the best known is the Champlain Housing Trust in Burlington, Vermont, which traces its modest beginnings to the early 1980s and now provides accommodation for more than two thousand households.17


  Like other democratized forms of ownership, today’s land trusts are also the benefactors of early experiments that planted innovative seeds—the heart of any long-term evolutionary reconstruction process. Some of the first serious modern efforts, for instance, were begun in the 1960s and 1970s in western Massachusetts (by Robert Swann) and in southwest Georgia (by Charles and Shirley Sherrod). All three were deeply involved in the civil rights movement and saw cooperative land ownership both as an answer to systemic problems and, in the case of the Sherrods, as a way to help poor black farmers forced off the land by mechanization and political retaliation for their civil rights activities.18 At the time the early trusts were conventionally seen as interesting utopian experiments signifying hard work and idealism, but essentially not going anywhere serious.


  However . . .


  Hundreds of such efforts now exist, and new land trusts are now being established on an expanding, ongoing basis in diverse contexts and cities all over the country. (By 2012, 255 community land trusts were operating in forty-five states and the District of Columbia.) The reason? By emphasizing social as well as financial outcomes, democratizing ownership solves problems that can’t easily be solved in other ways—especially gentrification pressures.


  Two of the most recent have been established in cities as different as Chicago, Illinois, and Irvine, California. The first is a city-run project designed to incubate the trust until it is financially self-sufficient, when it will be spun off as a separate organization. In the second, the city of Irvine has plans under way to create five thousand units of land trust housing—a number that represents 50 percent of its goal of almost ten thousand units of affordable housing.19


  Again, I could go on and on.* But I think you get the idea, and perhaps a sense, too, of the evolving process, and how innovations are occurring right and left as experience grows over time and—given the failures of traditional policies and the deepening pain—how the necessity and possibility of taking things into one’s own hands becomes increasingly understood. A few additional important recent developments, however, illustrate the diversity of the evolutionary process.


  One of the obstacles to ordinary businesses factoring social benefit into their operating plans has been the design of corporations themselves. Since a traditional corporation is required by law to make decisions that financially benefit its stockholders, officers who devote significant resources to social purposes can be sued by stockholders for not paying attention to their primary business responsibilities.


  For companies that want to pursue what has often been called the triple bottom line (emphasizing people and planet in addition to profit), the traditional legal structure thus poses challenges—a reality that led private-equity expert Andrew Kassoy to join with two others to found B Lab and invent the B Corporation, a corporate structure that facilitates the use of business profits for social purposes. In a B Corp (also known as a benefit corporation) people who invest know from the outset that the goal is both to make profits and to use some part of them for social purposes.† Laws permitting companies to charter themselves as B Corporations have been enacted in twelve states—California, Hawaii, Illinois, Louisiana, Maryland, Massachusetts, New Jersey, New York, Pennsylvania, South Carolina, Vermont, and Virginia.


  In Illinois, Louisiana, Maine, Michigan, North Carolina, Rhode Island, Utah, Vermont, and Wyoming a related low-profit limited liability corporate form—the so-called L3C—is a cross between a nonprofit organization and a for-profit corporation that also promotes development of socially oriented business. In Louisiana, former lieutenant governor Mitch Landrieu (currently New Orleans mayor) founded the Louisiana Office of Social Entrepreneurship in 2007 to promote citizen involvement in locally owned social enterprise.20


  Associated with these various directions is a movement among significant numbers of businesspeople to undertake what many now term “impact investing” with the explicit goal of achieving important social, environmental, or equity goals. Among the leading efforts are Social Capital Markets (SOCAP) and the Global Impact Investing Network (GIIN).


  A very different direction in ongoing innovation is suggested by Market Creek Plaza in San Diego. At the center of the project is a $23.5 million commercial and cultural complex, anchored by a shopping center. Neighborhood residents have become direct individual owners (and are personally accumulating assets) by purchasing shares in the shopping center through an unusual limited initial public offering legally restricted to community members. A total of 415 investors representing six hundred residents and other nonprofit and for-profit organizations purchased shares at the outset, raising $500,000 in the process, and collectively establishing ownership of 20 percent of the equity in the project.


  A new neighborhood foundation owns another 20 percent of the shopping center, thereby also providing a funding stream for future community wealth-building efforts. (The Jacobs Foundation, which launched the effort and currently retains 60 percent ownership, intends to exit by 2018, with ownership thereafter evenly split among community residents and the neighborhood foundation it created.21)


  Look around, and you’ll likely see signs of quiet democratization and evolutionary reconstruction where, perhaps, you least expect it in your own community.


  * This website keeps track of the flow in many, many areas: www.community-wealth.org.


  † Also, a traditional non-B-Corp company must legally accept the highest price offered in buyout situations, even if the board of directors believes a buyer offering a lower price is likely to do a better job of maintaining the corporation’s social values. This was the complaint of Ben & Jerry’s owners, who would have preferred to sell their company to a competing, more socially minded bidder than Unilever, but legally had to sell to the highest bidder—a development that helped lead to the B Corp movement. One of the most innovative B Corps is King Arthur Flour, a highly successful Vermont-based 100 percent employee-owned company that is quite explicit in stating that “making money in itself is not our highest priority.” Another is Patagonia, the Ventura, California–based outdoor apparel and sporting-equipment retailer that prides itself on the utility, simplicity, and sustainability of its products. See: B Lab, “King Arthur Flour Company,” Certified B Corporation, 2012, accessed December 7, 2012, www.bcorporation.net/community/directory/kingarthurflour; B Lab, “Patagonia, Inc.,” Certified B Corporation, 2012, accessed December 7, 2012, www.bcorporation.net/community/directory/patagonia.


  CHAPTER EIGHT

  

  


  Worker Ownership Redux


  By the way, and finally (for the moment), there are also many, many worker-owned companies structured in ways different from traditional co-ops—indeed, around eleven thousand of them, involving 10.3 million people, in virtually every sector, some very large and sophisticated.1 Technically, these companies are called ESOPs (employee stock ownership plans), and in fact three million more individuals are involved in worker-owned companies of this kind than are members of unions in the private sector.2


  Here are some examples from different sectors.


  The Appleton company is a large paper products manufacturer based in Appleton, Wisconsin. Formed in 1907, it employs around two thousand people and has been 100 percent employee-owned since 2001. In 2010 net sales were around $850 million. Appleton become employee-owned when the company was put up for sale by Arjo Wiggins Appleton, the multinational corporation that owned it—and the employees decided they had just as much right to buy it as anyone else.3


  W. L. Gore—the maker of Gore-Tex apparel—has been owned since 1974 by (currently more than ninety-five hundred) worker-owners in thirty countries across the world and has annual revenues of around $3 billion. It regularly ranks on Fortune’s Best Companies to Work For list.4


  Although a majority of ESOP firms are small or medium in size, typically with one hundred to five hundred employees, some are a good deal larger. For instance, Hy-Vee, a midwestern supermarket chain with fifty-six thousand employees, 235 retail stores, and $7.6 billion in sales, is employee-owned through a profit-sharing program and is forty-eighth on Forbes’s list of the largest American private companies.5 Lifetouch, a company specializing in school pictures, has twenty-six thousand employee-owners working in all fifty states and over $1 billion in annual revenues.6


  The growth of ESOPs is a very American tale. It involves a corporate lawyer and banker named Louis Kelso who became convinced that some way to democratize ownership was important—and put his skills to work figuring out how to do it. It also involves the late senator Russell Long, the son of the radical 1930s populist governor and senator from Louisiana, Huey Long. (Long Junior happened to be chairman of the Senate Finance Committee, and he and Kelso worked out very significant tax incentives for businesses that sell their companies to employees.7)


  Historically, some folks—and some unions as well—haven’t always liked ESOPs, and for a couple of reasons. First, there have been some very highly publicized “bad apple” tales. This has created suspicion about all the apples even though the vast majority of ESOPs have a solid record of performance. Second, most ESOPs have not been set up to encourage democratic control. They have been structured so that a trust votes the shares owned by the workers; in these cases the employees still partake in the profits, but they don’t necessarily have a say in how the company is run. This framework arose in part because the original legislation reflected the concerns of bankers financing ESOPs, as well as some tactical fights in Congress—and this fact, too, has raised legitimate questions.


  The bottom line is that in general most ESOPs work best in small- and medium-sized companies. Also, importantly, there has been a great deal of forward movement—and the possibility of much more forward movement—in connection with the democratic control issue.8


  Critically, research done in that interesting and pain-driven state of Ohio suggests that there has been a clear trend toward ever-greater control by worker-owners as time has gone on, and as workers in specific firms accumulate more stock, year by year, and ownership thus moves from minority to majority status. Also, giving ESOP workers the right to vote their stock—permitted but not required by the original ESOP legislation—has been much more common in Ohio than elsewhere, jumping from 14 to 42 percent in a seven-year period. And majority-owned ESOPs have doubled, from 15 to 30 percent of ESOPs in the state. A wide range of informal mechanisms to facilitate greater employee consultation have been growing outside Ohio as well.9


  Second, legislation was proposed in 2001 that would make ESOPs much more democratic by making those operating as one-person, one-vote businesses eligible for additional federal tax benefits. Here is another tale involving unexpected mavericks: The primary sponsor of this legislation, Representative Dana Rohrabacher (R-CA), is one of the most conservative members of Congress; the legislation’s co-sponsors included prominent liberal Democrats Marcy Kaptur and former representative Dennis Kucinich of Ohio as well as fellow conservative Ron Paul of Texas.10 More recent bipartisan legislation expresses continuing support for ESOP efforts in general.11


  Third, and far more important than any of the above: Repeated studies show that worker-owned firms tend to be more profitable, more competitive, and more efficient—especially when adequate training has been done in self-management—than comparable firms.12 In other words (big surprise!), the more workers own, and the more they experience their ownership, the more productive they are over time—and that also means more competitive (and likely to grow for this reason alone).13


  There has also been a good deal of practical developmental work done on the participation front. Here, for instance, are two of many examples: New Belgium Brewing Company, a Fort Collins, Colorado–based brewery that is now 100 percent owned by its employees, has focused on a high-involvement culture in its triple-bottom-line operations. This includes a commitment to employee participation in decision making throughout all levels of the business. New Belgium also operates on the principle of open-book management whereby all employee-owners are encouraged to review any and all of the company’s financial documents and to provide feedback.14


  Carris Reels, a Proctor, Vermont–based reel and spool manufacturer, has been 100 percent owned by its 450 employees since 2008. The company has a corporate steering committee that exists as a shared management body comprising one-third corporate representatives, one-third management representatives, and one-third elected employee representatives—all of whom share equal authority. At this writing the company is in the process of designing procedures by which employee-owners will directly select a majority of ESOP trustees and board members.15


  Finally—and importantly—a number of unions have also quietly been coming around and have begun to see opportunities here, just as they have begun to urge union co-ops and other democratized ownership efforts. Here, for instance, are several instances in which important unions have found ways to take advantage of the ESOP form in very different parts of the country:


  Litecontrol, founded in 1936, is an architectural lighting design, development, and manufacturing company operating two plants and employing nearly two hundred workers in Hanson and Plympton, Massachusetts.16 In 1999 an ESOP was established, and since 2007 the company has been 100 percent employee-owned. More than 60 percent of the workforce is unionized through the International Brotherhood of Electrical Workers (IBEW).17


  Maryland Brush Company was established in 1851 and is now a leading manufacturer and supplier of industrial brushes worldwide. A subsidiary of Pittsburgh Plate & Glass from 1901 to 1989, it was spun off and incorporated as an ESOP in 1990 that is currently 100 percent owned by its employees. Because of the involvement of the United Steelworkers union in the sale, the union and management each received three seats on the board of directors, with a seventh person selected by mutual agreement of the parties.18


  Recology is a San Francisco–based recycling company 100 percent employee-owned by its twenty-one hundred employees, 80 percent of whom are unionized through the International Brotherhood of Teamsters (IBT) Local 350. Founded in 1986, Recology is “the largest employee owned company in the solid waste industry.” It collects recyclable waste from twenty-one hundred area restaurants and also provides waste management services for more than 670,000 residential and ninety-five thousand commercial customers in four states.19 Annual revenues have increased by 7 to 8 percent a year over the past five years (and now stand at over half a billion dollars).20


  Other unions that have experimented in positive ways with ESOPs include the United Food and Commercial Workers (UFCW), the International Association of Machinists and Aerospace Workers (IAM), and the International Union of Electronic, Electrical, Salaried, Machine and Furniture Workers.21


  My hunch: Some of the unions that have not liked ESOPS for one or another reason in the past may begin to turn them to the workers’ advantage, restructuring the voting and other powers, using the tax advantages to good purpose, and, of course, unionizing them, as a number are already doing. This is, after all, a huge, huge area of potential worker involvement—and could be of strategic importance in the future, given the difficulties facing the labor movement. That, however, is only a hunch; some of the unions are pretty divided on this question.


  Here’s another subtle nudge about the general trajectory of change involved in all of these examples. Look back at the last three chapters, and you will see, again, a certain diverse but nonetheless powerful process of evolutionary change over time. A process that suggests quite significant institution-building possibilities at work. And also one that suggests how powerful the change could be if it were more fully embraced, and embraced with specific political-economic intent.


  Especially as the economy continues to deteriorate, offering few alternatives other than innovating and taking things into one’s own hands, community by community.


  I also remind you that we are not here interested only in nice projects, or neat little efforts. The name of the game is systemic change. So the question is not simply whether what we are looking at is interesting or novel, it is whether the ideas and strategies and principles—including, above all, democratizing wealth in very down-home American ways—might offer handholds and building blocks over the long haul for something more important.


  There is also this: Most ESOPs are created when owners retire and do not have an heir who wants to run the business. It is to their great (tax) advantage then to sell to the employees.


  And we are now also entering the era of the (massive) retirement of the baby boom, a time when such companies will be either largely absorbed by big corporations or possibly (actively) taken over as part of a new direction in democratized worker ownership.


  To be continued (again) …


  CHAPTER NINE

  

  


  Cultural and Ideological Hegemony, Utopia—and Us


  Antonio Gramsci was a famous Italian Marxist revolutionary who got particularly interested in the problem of cultural and ideological “hegemony,” by which he meant (among other things) that certain critical ideas, favorable to the dominant (capitalist) class, were often so deeply ingrained in social and economic processes that it was hard for most people (especially “the working class”) to penetrate the idea fog, and even to think about a new direction—to say nothing of contemplating whether another system was (is?) possible.


  Gramsci’s line of thought emphasized a long, hard ongoing effort to break down the dominant ideology and develop a new direction, one that begins to build something of an overarching yet commonsense idea of a new way forward—something obviously important especially in a country where corporations are “persons” and can spend as much as they like pumping up the dominant ideology and marginalizing other ideas (to say nothing of polluting the political process).


  In fact, however, the deepest form of ideological hegemony is the kind reflected in Margaret Thatcher’s TINA idea—the notion, powerfully held and embraced by assumption (taken in with your mother’s milk, as it were), that quite simply There Is No Alternative to corporate capitalism. Period.


  So, a challenge: I’ve been telling the tale of Youngstown, the Cleveland model, worker-owned companies, social enterprises, and others primarily (or so it seems) to suggest that if you roll up your sleeves it may well be possible to do something different—something embodying principles that, in accord perhaps with a different longer-term vision, emphasize the democratization of wealth.


  I’ve also been suggesting the possibility of a certain longer-term evolutionary institution-building and institution-shifting strategy—one not for the faint of heart or for the short-term, instant-gratification folks among us.


  I now want to push just a bit harder: In a very profound sense, the struggle is also about changing the dominant ideological patterns—about cracking through the dominant cultural and ideological hegemony.


  This means grasping fully and firmly that part of the job is to create a new sense of what might one day be possible. But not simply in the abstract. If democratizing the ownership of wealth is one (only one . . . so far) of the key principles of a serious approach to systemic change, then we need to grasp that point explicitly, and affirm it, and find ways to illuminate its importance to one and all.


  So . . .


  All this stuff about Youngstown, co-ops, Cleveland models, and ESOPs (and the movement beyond old-form ESOPs) is also important—perhaps even more important—in what might be called the ideological sphere. Not simply at the level of challenging the dominant ideology but, importantly, in beginning to specify some (just some!) of the elements of a different and very down-home American idea of what a different way forward might be.


  Not to be too academic, but it’s worth mentioning that we are also talking about the sociology of knowledge and scholars like Karl Mannheim, an important mid-twentieth-century Hungarian who did most of his work in Germany and Britain. Mannheim held that the dominant ideology legitimated and helped defend the dominant class and dominant system. What he called “utopia,” on the other hand, represented a set of ideas posing a fundamental challenge to the dominant ideas. In Mannheim’s world utopia was not, as we often think of it, a state that can never be reached; it was the emerging new direction.


  From this broader perspective new forms of ownership are important not only on their own, but also in that they begin to offer handholds on a new longer-term vision, a set of ideas about democratization that—if they were to become widespread, embraced, evolved, refined, and widely understood—form the basis, potentially, of bringing people together, both to challenge the dominant hegemonic ideology and to build a democratized economic basis for a new vision and new system.


  Whoa! That is pushing all this a bit farther than most of us have as yet thought we might go.


  Yes.


  My goal is to suggest not only that you begin to think with me about evolutionary paths building forward—get out there and help create an actual co-op or worker-owned firm or many other things yet to be discussed—but also, if you are going to play this game, that you start getting self-conscious about the fact that you (we) are also working to alter the way folks think about what is possible.


  The current corporate-dominated hegemonic ideology that prevents us from acting together in new ways, quite simply, needs to be replaced.


  And who is going to do that work other than us?


  Over time, slow but sure.


  PART III

  

  


  “CHECKERBOARD”: EMERGENT MUNICIPAL AND STATE POSSIBILITIES


  CHAPTER TEN

  

  


  How the Conservatives Buried Adam Smith


  And What It Might Mean for Us


  What about government?


  How does it relate to what we’ve been talking about (and might begin to talk much more about—especially, first, at the local community level)? Might it have a significant role to play in advancing the democratizing direction we have been discussing?


  A good place to begin to explore the question is with a brief word about old Adam Smith, the father of modern free-market economics, and about his (former) conservative allies.


  It used to be—long, long ago—that (some) genuine conservatives genuinely believed in the free market. Here, for instance, is conservative Nobel Prize winner Milton Friedman: “The only way that has ever been discovered to have a lot of people cooperate together voluntarily is through the free market.”1 And here are the views of another Nobel-winning conservative economist, Friedrich Hayek: “I regard the preservation . . . of the system of free markets and the private ownership of the means of production, as an essential condition of the very survival of mankind.”2


  Now, if the free market really worked in the wonderful way Freidman and Hayek imagined, propelled entirely by elective individual behavior, I would take them seriously, even though there are lots of reasons to believe that this idea is wildly utopian—not in Mannheim’s sense, but in the real-world sense. But it does not. Friedman, Hayek, and countless others describe the economy in ways that simply ignore the vast role of government in virtually all so-called free-market experience.


  Indeed—and here’s the thing to note about our own time in history, especially at the local level we’ve been talking about (but also, as we shall see, at the state and national level)—it’s been a long, long, long time since anybody really acted as if they believed any of the old free-market shibboleths in the real world.


  Especially most conservatives.


  The truth is, business uses government all the time, irrespective of free-market theory—and, again, particularly at the local level where the action has gotten really intense in the last few decades. When progressives and conservatives cross fire over free-market issues, the battle is often construed to be over how much influence government should have in the marketplace, with most conservatives pushing the notion that government involvement disrupts the natural flow of a free market. That may be handy framing to ward off unwanted regulations, but even free-market evangelists know the market commonly stands on government legs.


  Consider, for example, the vast amounts of government (taxpayer) money used to bribe big corporations to invest in cities. Lots and lots of examples of this now conventional process can be found in almost every metropolis. Moreover, it is now estimated that big companies often extract public subsidies of between $100,000 and $200,000 per promised job brought to a city.3


  The practice, however dubious to begin with, is also ripe for abuse. A classic example (but really only an illustration of general practice) involved the Marriott Corporation, a company that between 1997 and 1999 threatened to move its four-thousand-employee headquarters facility from Bethesda, Maryland, to suburban Virginia. In exchange for an agreement to stay, Marriott got state and local officials to provide multiple subsidies worth between $49 million and $74 million (the precise amount depending on the company’s future growth). Subsequently an investigation by the Baltimore Sun found that Marriott had never planned to leave. Indeed, it had informed the state of Virginia it wasn’t moving a month before Maryland made its offer. The threat had simply been a tactic to extract more money from the state and county leaders as executives played one group off against another.4


  Ask your conservative friends who urge such programs to square that with Adam Smith, the free market, and all the traditional posturing. (Then ask their business friends if they will disdain from accepting the big public bucks in connection with business strategies they might be contemplating.)


  By the way, in the real world businesses that extract large subsidies from municipalities and states often move on, leaving them high and dry as they look for another place willing to play the same game. In 2004, for example, North Carolina amassed a package of benefits valued at around $242 million to encourage Dell to build a $100 million computer assembly plant to employ fifteen hundred people. Dell also collected an additional $37.2 million in local economic development subsidy dollars from Forsyth County and Winston-Salem.5 The overall cost to the taxpayer amounted to more than $200,000 per job, but in October 2009 Dell announced that it would be closing its four-year-old facility and would instead outsource most of the nine hundred jobs to plants in Mexico.6


  The absurdity, waste, and ideological dishonesty involved in such now conventional processes—and now conventional conservative blather about “free markets”—is one thing. Quite another (and much more important) is how profoundly things have changed in the direction of explicit government economic planning at the local level (we’ll explore national later), all largely at the behest of businessmen and free-market conservatives. And this in turn suggests some new possibilities for democratization as well.


  In city after city government officials now routinely use tax incentives, tax abatements, loan guarantees, loans, special zoning, public–private joint ventures, and many other economic “tools” as a way to encourage business development. They have done so precisely because the free market operating on its own often simply results in local economic dislocation and decay.


  Recent trends take us far beyond garden-variety tax deals and other routine strategies that disregard free-market theory. A big trend in many cities these days involves explicit public investment in specific businesses (“socialism,” if you like). Two respected urban policy experts, Susan Clarke and the late Gary Gaile, have underscored the speed with which this strategy became conventional once it got under way.


  They found that in 1989 a mere 5.4 percent of the cities surveyed (population over one hundred thousand) were engaged in venture capital investing; by 1996 there was a sixfold increase to 33.2 percent doing direct venture capital investing. Even more impressive was the trend in connection with equity investing: In 1989, 20.4 percent of cities surveyed were making direct municipal equity investments in local businesses; by 1996 a majority—56.3 percent—were doing so as part of their routine development strategy.7


  Another leading local economic development expert, Peter Eisinger, describes what municipalities now do on a routine basis as the new “entrepreneurial state.” A common strategy involves establishing a local economic development corporation to channel municipal investments to specific businesses. In addition such corporations issue revenue bonds, own and maintain industrial parks, employ revolving loan funds to make below-market loans to businesses, use tax increment financing to subsidize business development, and provide tax abatements to encourage business formation in targeted sectors.8


  I could list many more techniques that are now commonplace. We also could spend a long, long time deciding when this is in the public interest and when not, but let’s pass on that for the moment. (There is a huge literature.) From the larger perspective we have been exploring there is a much more interesting thing to note.


  Namely, once we recognize that government is now inevitably involved in many, many economic development issues, a very different question becomes obvious: Couldn’t such involvement help support the developing movement toward democratized businesses as well? Indeed, why not make this a priority? Virtually all of the things that are now routinely done for business in general can in fact also be done for co-ops, social enterprises, and nonprofit land development efforts. Indeed, in the most interesting developing efforts, that is precisely what is already happening, every day, more and more, in the real world.


  Again, let’s take a look at Cleveland. The Department of Housing and Urban Development (HUD) section 108 and BEDI (Brownfields Economic Development Initiative) funds helped clear land for the greenhouse; Department of Treasury New Markets Tax Credits helped support the laundry; Ohio Solar Renewable Energy Certificates have played a role in the solar co-op’s installation work; City of Cleveland NSP (Neighborhood Stabilization Program) grants and Department of Commerce EDA (Economic Development Administration) working capital loans helped the overall effort.9, 10


  And in San Diego’s Market Creek Plaza, government support came from such programs as the federal New Markets Tax Credits; tax reimbursements from the Southeastern Economic Development Corporation; and a low-interest loan through Clearinghouse CDFI with help from the California Southern Small Business Development Corporation. Further work will draw upon additional public funds—including $1.35 million in a brownfields remediation award, which in turn will give the project priority status with eleven state agencies, putting it at the front of the line with each for additional funding.11


  Federal strategies to support economic development and related efforts obviously come in many forms.12 Two, however, may serve to further illustrate what is now conventional practice.


  The Community Economic Development (CED) program of the US Department of Health and Human Services funds a wide range of projects. In Tampa, Florida, a community development corporation was able to use federal funds to make a $759,000 equity investment in the 22nd Street Retail Center, which will bring healthy food to a neighborhood that, lacking grocery stores with fresh food, has been a food desert.13


  A very different form of now conventional public policy involves the very large-order tax benefits—roughly $2 billion per year—given to businesspeople who sell at least 30 percent of their company to their workers in ESOP efforts.14


  I am less interested here in hypocrisy—how businesspeople and conservatives continually spout rhetoric about how and why the “free market” must, really must, keep government away from business. The big point is not about the hunger of conservative businesspeople for subsidies. It is that government now routinely uses taxpayer money and other programs to achieve economic goals.


  And this historical reality opens up many interesting new questions and possibilities for supporting the various efforts we have been examining in the previous chapters. In parts 5 and 6 we’ll take a deeper dive into all this, exploring why such public efforts are important to any thoughtful developmental approach to larger-order change.


  Most significant at this point is simply this: If you’re going to get serious about systemic change—not just “projects”—you’re ultimately going to have to consider what government does, and how it can be used to further the vision and model you affirm. If you don’t, somebody else will (all the while denying or obfuscating what they are doing).


  Which also means that we need to begin to think in specific, practical, and serious terms about adding, to our longer-term democratization strategy, both policy and politics that support specific institutional development efforts.


  (And yes, the question over time is whether this can move beyond developing models to real scale. And yes, that depends on pain levels, the nature of the emerging context, and whether a common direction is embraced. And yes, we will get deeper into all this, too, especially in part 6.)


  One more local thing before we move on—something pretty obvious, but worth a reminder. In a number of cities, folks have gotten pretty hip to the reality that government itself also must be (and should be!) directly involved in any serious new longer-term strategic approach, especially now, given that the environment is a central concern. Not only are they already helping democratized economic efforts, but they are using municipal powers that suggest new and truly impressive additional directions—directions that are feasible as part and parcel of any larger community institution-building and democratizing strategy, and feasible now.


  Famously, municipal efforts in Portland, Oregon, have paved the way through the city’s Bureau of Planning and Sustainability (BPS). For one thing, the BPS is helping implement a major climate action plan to reduce the city’s carbon emissions by 80 percent from 1990 levels by 2050. Other initiatives include Clean Energy Works Portland (a nonprofit designed to help finance energy improvements in six thousand homes by 2013), transit-oriented development (including developments around the city’s new and expanded tram system), solar energy (aiming to install at least ten megawatts of solar capacity in the city), waste reduction and recycling programs (designed to increase recycling to 75 percent), new “ecodistricts” (such as the Rose Quarter), neighborhood greenways (where bicycles are given priority over automobiles), the River Plan (to promote industrial development while at the same time reducing environmental destruction), and city government sustainability programs (designed to save the city $4 million a year in energy costs).15


  The out-of-the-box Portland tale in the Pacific Northwest, however, is by no means the only one.


  In Kansas City, Missouri, the municipal “Green Impact Zone” has brought together public and private resources to transform a decaying neighborhood into a sustainable urban community. The effort includes school improvements, weatherization, job training and placement programs, business development (initially targeted at improving energy efficiency), renewable energy and water conservation programs, installation of a smart grid by Kansas City Power and Light, and new programs to develop housing on abandoned lots, remove dangerous buildings, enforce code violations, and ensure rental property maintenance.16


  In Austin, Texas, another green municipal development initiative is working to build a regional economy that emphasizes green business leadership, clean technology, new jobs, and expanding opportunity.17 The city supports local companies that “green” their operations (offering awards, free online and print advertising, networking opportunities, and the like).18 It also includes an effort slated to make the city’s operations completely carbon-neutral by 2020, including reducing greenhouse gas emissions by switching to renewable energy, replacing inefficient lighting, and replacing vehicle fleets, plus (among other things) conservation programs covering water, air quality, waste reduction and recycling, and green gardening.19, 20


  In Oberlin, Ohio, the city and Oberlin College have embarked on the ambitious “Oberlin Project” aimed at radically transforming the city economically, socially, and environmentally. The project includes development of a thirteen-acre “Green Arts District” of new and renovated environmentally advanced buildings; creation of environmentally sustainable, democratically owned businesses in the energy, food, and agriculture sectors; transition of both the city and college to renewable energy delivered by locally owned and operated sources; creation of a twenty-thousand-acre “greenbelt” to provide locally grown food to the city and to increase employment and study opportunities; formation of an educational partnership among Oberlin College, Oberlin public schools, and community colleges and vocational schools to foster a curriculum based on sustainability; and an effort, finally, to replicate the project on different scales in cities and regions across the country.21


  Many, many more tales like these are available to draw upon for those who want to get serious about using government in new ways—first to boost democratizing efforts, but also to mobilize the entire panoply of municipal and other policies in a new direction.22


  So, onward! Perhaps even offering condolences to old Adam, if you like—and even thanks, too, to his many conservative followers who have been all too happy to face and use (and teach us how to use!) the real world of public policy in everyday practice, all the while marvelously unable to resist denying that use at every possible turn of the political debate.


  CHAPTER ELEVEN

  

  


  Everyday Socialism, All the Time, American-style


  One more obvious step, for the moment, in connection with real-world democratization (and maybe also about what can be done if you want to start getting serious).


  I assume you are aware that socialism—real socialism, not the fuzzy kind conservatives try to pin on Barack Obama—is as common as grass (well, maybe not that common, but still very common indeed) in the United States.


  I’m not talking about the public programs that come to many minds when socialism is discussed in an American context. These programs often help people in need and do many other useful things, but they don’t attempt to change the underlying systemic design and the political power it confers on corporate actors.


  I’m talking about the (efficient) government ownership of businesses, some set up in the past and still working very nicely, thank you, and many new efforts now also flourishing big-time.


  For a start: It’s often forgotten—or simply not known—that there are more than two thousand publicly owned electric utilities now operating, day by day, week by week, throughout the United States (many in the conservative South). Indeed, 25 percent of US electricity is supplied by locally owned public utilities and co-ops.1


  Moreover, most of these now conventional “socialist” operations have a demonstrated capacity to provide electricity at lower cost to the consumer, not to mention cheaper and more accessible broadband. (Nationally, on average, customers of private utilities pay 14 percent more than customers of public utilities.)2


  One obvious reason: Public utilities and co-ops simply don’t pay the same exorbitant executive salaries common in the private sector. They get pretty much the same work done for far less. General managers of the largest class of publicly owned power companies earned an average salary of roughly $260,000 in 2011. Average compensation for CEOs of large investor-owned utilities was $6 million—almost twenty-five times as much.3


  Also, of course, public utilities and co-op producers don’t have to pay private shareholders any dividends. And they return a portion of their revenues to the city or county to help supplement local budgets, easing the pressure on taxpayers. A recent study found an average transfer of 5.2 percent of revenues to municipalities—compared with average tax payments by private-investor-owned utilities of 3.9 percent.4


  In smaller communities revenues from public utilities are often a crucial component of city budgets. In Ashland, Oregon, for instance, fully 30 percent of the general fund that pays for such services as police, fire, and street maintenance comes from public utility profits; only 16 percent comes from property taxes.5 Similarly, the century-old public utility in Norwich, Connecticut, is a major contributor to the city, with more than 10 percent of its total billings—more than 5 percent of the city’s total annual budget—going to the municipal general fund.6


  A number of public utilities also play a powerful role in building a green economy. In California the Sacramento Municipal Utility District (SMUD)—one of the ten largest public utilities in the United States—now supplies more than 24 percent of its retail energy sales from renewable sources; it expects to reach a goal of 37 percent renewable energy by 2020. SMUD is also on target to slash CO2 emissions to just 10 percent of 1990 levels by 2050.7


  Another leader, Austin Energy in Texas, runs the most successful utility-sponsored green energy marketing program in the country.8 Approximately 15 to 17 percent of its power currently comes from renewable sources—primarily wind, with landfill methane gas a distant second. The utility expects to reach 30 to 35 percent renewable energy by 2020. It also has a twenty-year agreement to purchase power from a large wood-fired power plant in East Texas, and it expects to achieve a CO2 reduction goal of 20 percent below 2005 levels by 2020.9


  A number of cities are now also regularly involved in the public land development business—increasingly in situations where public policies, such as those involving mass transit, create huge land value increases and other benefits that would otherwise simply go to private developers.


  Boston was one of the first to realize this possibility. In 1970 the city embarked on a joint venture with the Rouse Company to develop historic eighteenth-century Faneuil Hall Marketplace (a six-and-a-half-acre downtown retail complex with forty-nine shops, eighteen restaurants and pubs, twenty-five eateries, and forty-four carts). Boston kept the property under municipal ownership and negotiated a lease agreement in which the city got a portion of the development’s profits in lieu of property taxes. By the mid-1980s Boston was collecting some $2.5 million per year from the marketplace, and by 2008 this had increased to several million a year.10 One expert estimate is that the approach allowed the city to take in “40 percent more [revenue] than it would have collected through conventional property tax channels.”11


  Some of the most interesting examples of what might be called “development socialism” occur when a city develops and leases land it owns in and around entrances to publicly funded mass transportation subways and light rail systems. Land values go up dramatically at such locations, and cities used to simply let developers grab the publicly created opportunities—and then try to tax back whatever they could. Now many cities routinely maintain public ownership of the land, directly capturing the increased values the public investment creates.


  In Miami, Florida Miami-Dade Transit is involved in the ownership of multiple large transit-linked joint development ventures. Dadeland South Station, for instance, includes multiple office buildings, a luxury hotel, and ground-level retail space. Dadeland North Station comprises more than 370,000 square feet of retail space, a large residential rental building, and a luxury apartment building. Taken together the projects generate annual revenues of around $1.3 million for Miami-Dade County.12


  The San Francisco Bay Area Rapid Transit (BART) has eighteen transit-oriented development projects under way (and numerous others in various stages of development).13 In the nation’s capital, the Washington Metropolitan Area Transit Authority has established more than fifty revenue-generating joint development projects.14 The Valley Transportation Authority of Santa Clara County, California, has designed its Transit-Oriented Development Program to encourage mixed-use development within two thousand feet of transit stops. Not only does its Almaden Lake Village Project return revenues to the city, but 20 percent of the 250 residential units are offered at below-market cost to low-income households.15


  I mentioned at the outset that many utilities now help create broadband services. This is another area where public enterprise has become increasingly common, both via utility-based strategies and through other independent municipal efforts. More than 130 cities have built citywide public Internet networks. Hundreds have partial networks (connecting schools, businesses, and government buildings), and hundreds more are actively planning the construction of such networks.16


  Many others have made Internet provision a priority and are investing in telecommunications, including cable television, high-speed Internet services, local and long-distance telephone service, fiber leasing, and wireless data transmission. Indeed, by 2007 over seven hundred public power companies—or more than a third of them—were offering some form of advanced telecommunication services.17


  OptiNet, the broadband division of the city-owned utility in Bristol, Virginia (BVU), was the first utility in the nation to provide voice, video, and broadband over a fiber-to-the-user network. By early 2012 OptiNet had achieved approximately 70 percent market penetration in its primary service area (city limits of Bristol, Virginia) and had reached 53 percent of total homes and businesses in more recent expansion (counties surrounding Bristol served by BVU).18 In 2010 and 2012 OptiNet increased Internet speeds without raising prices and now provides connections that can be faster than those of many large cable companies.19


  Chattanooga, Tennessee, offers the fastest citywide fiber network in the country (up to 1 Gbps) for prices that are often eight to ten times cheaper than in neighboring locales served by Comcast and AT&T.20 As a result, several companies have relocated their operations and jobs to Chattanooga. The city’s network was also influential in convincing Amazon to expand its massive distribution center in the city.21


  Here, for the record, are a few more illustrations of conventional “socialism” in action.


  Many cities are involved in hotel construction and ownership—and making profits on these efforts. City-owned hotels can be found in communities as different as Austin, Houston, Chicago, Omaha, Overland Park (Kansas), Sacramento, Marietta (Georgia), Oceanside (California), Myrtle Beach (South Carolina), Denver, Phoenix, and Vancouver, Washington (near Portland, Oregon).


  To take just one example from a seemingly conservative area: In May 2008, the Dallas City Council, led by mayor Tom Leppert, voted by an 11–2 margin to pursue construction and operation of a publicly owned convention center hotel.22 A charter amendment that would have stopped the effort was defeated in a public referendum,23 and in November 2011 the city celebrated the grand opening of its convention-oriented city-owned $500 million, 1.2-million-square-foot, twenty-three-story, 1,001-room hotel.*24


  Cities are also involved in one or another form of hospital ownership, with a recent survey (2010) finding that roughly one-fifth of hospitals in the United States are publicly owned.25 One of the most interesting is Denver Health. Once an insolvent city agency ($39 million in debt in 1992), Denver Health is now a competitive health care system structured as an innovative blend of democratized ownership and direct municipal accountability.26 As a quasi-governmental agency it now has relative autonomy over decisions, yet it is subject to the state’s open-meetings law (allowing for public involvement) and has a board that is appointed by the city’s mayor.27


  Denver Health operates a highly efficient system that includes eight primary care centers and thirteen school-based clinics. An award-winning leader in its field, and consistently profitable for more than two decades, it employs roughly fifty-six hundred Denver-area residents and treats more than a third of Denver’s population, including a full 37 percent of the city’s children. About 65 percent of the patients are ethnic minorities, and more than 40 percent are uninsured.28


  One of the most interesting developments—now to be found in nearly seven hundred local projects—involves green operations that capture methane and turn it into fuel to produce electricity (and make money for the city).29 Here for instance is how Riverview, Michigan, does it—using a formula to be found in one form or another in many other cities.


  Riverview teamed up with Detroit Edison (the local public utility) and a private corporation, Landfill Energy Systems, to develop a landfill gas-to-energy project on its 178-acre landfill. The project captures 4.3 million cubic feet of landfill gas per day and in turn uses it to provide electricity for over five thousand homes—in the process generating more than $150,000 a year in royalty income to help fund needed public services. The carbon emissions impact is also significant: The utility estimates the conversion operation removes the equivalent of the emissions produced by almost fifty thousand passenger vehicles each year.30


  A variation on the same theme is a wastewater-to-energy facility at California’s Point Loma Treatment Plant, which serves a 450-square-mile area near San Diego. The methane produced through the treatment process there generates electricity for process pumps, lights, and computers. Since 2000, San Diego has saved around $3 million annually in energy costs through the operations of the facility.31


  You didn’t know about such things?


  Most people don’t, and the decaying American press isn’t much help. Also, “the other side” doesn’t have any interest at all in letting you know what can be done. Indeed, what is being done all the time in the way of large-scale democratization throughout the country, even (if you like) “socialism,” American-style.


  (That is one of the best reasons, by the way, to get serious about digging deeply. There are lots more practical precedents out there to build on if somebody does the work of finding out about—and refining and adapting—things that work for current and future use and, above all, moving the process beyond partial experiments to ever greater publicly benefitting democratization over time.)


  We’ve just looked at the tip of the iceberg here. Many interesting things are also happening at the state level.


  In California, CalPERS (the state pension fund, now in operation for eighty years) oversees $237 billion in investments. Even factoring in the negative effects of the financial crisis and recession, the market value of its portfolio has risen 52 percent in the past ten years.32 Not only is CalPERS one of the largest investors in the state of California, it has taken a lead in directing a share of its investments to community-building efforts in the state (rather than handing over all state pension asset investments to Wall Street and other financial advisers and investment firms).33 (We’re not talking small potatoes here: Such state investments totaled $23.5 billion as of September 2012.34)


  In Alabama the public pension system—Retirement Systems of Alabama (RSA)—invests in numerous local Alabama industries, in many cases also helping create worker-owned firms. Investments range from aerospace to tourism development and include, among others, Navistar International—a firm that paid its engine manufacturing plant employees to work in the community rather than lay them off when the recession caused a drop in production.35


  In Alaska, the Alaska Permanent Fund invests oil revenues on behalf of citizens of the state. Earnings provide annual dividends to state residents as a matter of legal “right.” In 2011, a low payout year, each individual state resident received dividends of $1,174 (almost $6,000 for a couple with three children). In 2008 each resident received $2,069 (over $10,000 for a family of five).36


  Roughly two-fifths of the states (38 percent) also actively provide aid to worker-owned companies.37 Several directly support ESOPs (and/or worker cooperatives) with initiatives ranging from the linked deposit/investment programs in Indiana to education, technical assistance, and training programs in many states. Two states—Vermont and Ohio—support employee ownership centers that in turn leverage public funds to offer a variety of services to ESOPs and worker cooperatives.


  By the way, almost half the states—twenty-three—in “capitalist” America also directly invest public funds in promising start-up companies.38 In Maryland, to take just one example, the Enterprise Investment Fund regularly invests in start-ups in exchange for equity and a guarantee from the firm that it will continue to operate in the state for at least five years. The fund has performed exceptionally well: Between 1994 and 2011 the state made total returns of $62.5 million on its investments.39 Successful ventures range from high-tech fluorescence and luminescence companies like Plasmonix to Advanced BioNutrition Corp., a Columbia-based company that extracts fatty acids from algae for use as nutritional ingredients in aquaculture (fish farming) and domestic animal feeds.40


  You get the idea: If you start getting serious about democratizing the ownership of wealth, there are many, many examples to build upon—and then extend. Most provide profits to cities and states that badly need revenues—and in turn, this obvious boon to taxpayers suggests some potentially interesting political possibilities for the future.


  More to chew on in this regard shortly.


  I can’t resist one last illustration, just for the record, from that rock-ribbed bastion of Adam Smith–spouting conservatism—the great state of Texas.


  The Texas Permanent School Fund was established more than 150 years ago with $2 million from the state’s general fund. In 1876 roughly half of all the land (and associated mineral rights) in the state still in the public domain was added to the fund, and beginning in 1953 coastal “submerged lands” were also added after being relinquished by the federal government. The state-owned fund currently (2011) owns 626,000 acres of surface land and 12 million acres of mineral land and submerged land.


  Every year a distribution is made from the profits of the publicly owned (“socialized”) fund to defray education costs for every county in the state—roughly $2 billion in the last two years. The fund also guarantees bonds for local school districts, enabling them to pay significantly lower interest rates on their debt.41


  If Texas can find ways to do things like this, I suspect your state can explore quite different possibilities as well (with a little help from its friends).


  * Omni Dallas Hotel. (Many modern hotels are owned by public or private investors but are commonly managed and operated for the investor-owners by hotel chains.)


  CHAPTER TWELVE

  

  


  Checkerboard Strategies, and Beyond


  In all of these efforts, experiments, and partial experiments the trick is again to move forward, building upon and extending ever more advanced forms as new opportunities arise.


  Writing about the various strategies, a line from T. S. Eliot comes to mind: “I gotta use words when I talk to you. But if you understand or if you don’t, that’s nothing to me and nothing to you . . .”1


  Except it is something to me and I hope something to you. Without words, especially words that clearly distinguish one strategy from another, nothing serious can be communicated. It may be useful, accordingly, at this point to revisit and clarify a few specific terms:


  We talked initially about building up various forms of democratized ownership through what I called evolutionary reconstruction. This process (and strategy) involves the pain-driven local, community-based building of new democratized institutional forms, step by step, along with support for them, in ways that slowly but steadily change the nature and culture of how wealth is owned and (to a degree) how political power might be altered over time.


  How far the process (or strategy) of evolutionary reconstruction might develop, I suggested, would likely depend on a few factors: the degree to which problems continue to deepen and pain continues to force a choice between innovation and decay; whether or not folks come to terms with the choice this state of affairs presents and explicitly embrace the institution-building concept; and whether those who do embrace it make it part of a new strategic politics over time.


  I’m going to introduce the term checkerboard strategies at this point because it’s time to clarify another distinct strategic idea related to some painful realities emerging in many parts of the country, but also to some important new opportunities.


  Anyone who is paying attention knows there are a lot of cities and states in trouble so severe that there is little chance for an early solution (even an evolutionary reconstructive one). In such places the power game is heavily rigged against almost any change at this particular moment. These are cities and states where programs are being cut, assets are being sold off, unions are being attacked, and progressive forces are weak or on the defensive. Where, quite simply, it is likely that the pain and decay will continue for a long, long time.


  The state of Arizona, for instance, has eliminated health services for thousands of children, closed down Department of Motor Vehicle locations all over the state, and even sold off (and leased back) the state capitol building—trying subsequently to buy it back from the private owners at a large loss.2 Florida has hiked public university tuition by 32 percent, cut $1 billion from state worker pensions, and eliminated thousands of state jobs—all the while preserving high-end corporate tax cuts and incentives that will cost the state an estimated $2.5 billion over three years.3 Similarly, the state of California has enacted cuts to public education, higher education, public safety, and many other programs.4 State parks have seen a 20 percent reduction in funding, and state officials have begun privatizing operations in the parks.5 Three California cities have been forced to declare bankruptcy—including Stockton, the largest US city ever to go bankrupt—and more are expected.6 San Diego and San Jose have voted to cut retirement benefits for public workers.7


  No choice at this point except simply to face realities of this kind where they occur and not give up the ship. The difficult challenge we face requires a clear understanding that the overall fight is going to be long and hard, and much of it in many cities and states will be largely defensive. Where situations are dire, the work ahead will be about holding the line as best we can, even as new explorations in a new direction are tried—again as best we can.


  On the other hand—and this is the important point—if hold-the-line efforts are all we see, there can clearly be no way forward. And often that is, in fact, all some people see. They are so focused on what cannot be done, they ignore other possibilities.


  This is where a checkerboard strategy comes in. The term is simply meant to suggest that the game of politics out there is not monolithic. It actually involves lots of different squares on the board—some of which are blocked, but others of which (as we saw in the last few chapters) may be open for doing something interesting. It also suggests there may be a longer-term strategic option on the board.


  We have, in fact, reviewed some very, very interesting things going on in some cities and states occupying different squares on the board. Like, for instance, city support of democratized ownership, land development, power generation, and Internet delivery; new energy strategies; even publicly owned hotels and health care facilities. Also some things that could be turned to advantage and expanded over time—if there were a will to do so (and a lot of hard work)—like methane-capture efforts, city investing strategies, state venture capital investing, pension and retirement fund investing, land and mineral revenues for public benefit, and so on. Moreover, in the next sections we are going to review several other major possibilities, particularly at the state level. Enough said.


  The second reason for nudging a new term like checkerboard into the game is strategic. Here the argument to think about is this: There is every reason to build up and steadily, step by step, expand the squares on the checkerboard that are currently open to expansion—first, to do what needs doing, but also to demonstrate to the other squares what makes sense as they flounder and fail on their current path over time.


  And also, slowly, to surround the others with positive examples of an alternative way forward as they falter.


  I won’t bore you by going on, again, on how all this depends, too, on the degree to which the emerging historical context drives people to think about new things as the pain level increases.


  I do want to suggest, however, that monolithic thinking about what cannot be done needs to be questioned.


  As it is questioned, it’s important to have a compass—a possible way forward—and also to have a way to talk about that way forward that’s not clouded in notions of the past. That’s why it’s helpful to break down (and name) quite distinct avenues of long-term evolving strategy—so far, evolutionary reconstruction and checkerboard strategies.


  You might even begin to think about these as part of a long-term pincer movement to move in on the opposition from more than one direction.


  We’ll obviously need to grapple with some traditional strategic notions, and terms, as well; we haven’t yet even begun to discuss the deeper possibilities of politics and movement building.


  By the way, and not to be too crude about it: There is a difference between dismissive pessimism and careful judgments about the difficulties we face. Also, simply to note the obvious: All of us have a vested interest in pessimism. We don’t have to do anything if nothing can be done!


  So—and partly to suggest that you (yes, you) might also get into the game to explore, invent, and refine further strategic possibilities—here’s something interesting to consider that is beginning to emerge in certain cities.


  By now it is obvious that the fiscal crisis increasingly pits local taxpayers against two specific groups in any city: local public employees (and retirees), on the one hand, and low-income groups needing services, on the other. As the economy continues to decay and tax revenues decline, something has got to give.


  The reaction of most unions, on the one hand, and activist groups concerned about the poor on the other, has so far been almost entirely defensive: “Don’t cut wages, don’t cut benefits, don’t cut retirement programs—and don’t cut housing, welfare, and social programs.”


  Defensively attempting to hold the line to the degree possible is obviously necessary. It also obviously keeps the initiative firmly in the hands of those making ever-increasing cutback demands and is ultimately a very weak posture. Nor does it add anything positive to the mix.


  Some have also urged (even enacted) higher taxation on corporations and the wealthy in a number of scattered states on the checkerboard—including California, Connecticut, Delaware, Hawaii, Illinois, Iowa, Maryland, Montana, New Jersey, New York, North Carolina, and Oregon.8 Great whenever possible, but tax-raising strategies have also often been self-limiting, and they tend to help groups trying to bolster the status quo drum up taxpayer anger to support their side.


  On the other hand, in certain checkerboard cities another strategic option appears to be opening up—and the question is how it might be tested, refined, and then put forward as a serious approach in these and other cities, or ultimately in a number of squares on the board (maybe even, ultimately, in an encircling move).


  As noted, traditional progressive strategy has always tried to focus taxation at the very top to the extent feasible—as a matter both of equity and of good politics (keeping the middle class out of the line of fire and out of the political embrace of the opposition). Let’s keep this in the package. Nothing wrong with it except that it is obviously inadequate—as the ongoing budget, program, salary, and benefit cutting so painfully reminds us.


  The longer-term strategic way out of the box, logically, is clearly an approach that rebuilds the local economy (and the local tax base) in ways that are efficient, effective, stable, redistributive, and ongoing. It also should involve capturing greater revenues and profits for municipal use. Which means a different form of development—and a specific plan for how to do it over time so as to secure funds for public-sector employees, teachers, and retirees, and also to secure services for those who need them.


  There is a potentially interesting alliance here that can even include local small businesses interested in getting the economy going, and some taxpayers interested in finding new resources to reduce the pressure they face. Not to mention some interesting groups that might act together—including public-sector and teachers’ unions, along with activists who have fought (and rightly continue to fight) the good fight in many areas along traditional lines.


  By now the specific ingredients to add to the mix in such a strategy should be self-evident (and also demonstrably practical). They include:


  •The use of city, school, hospital, university, and other purchasing power to help stabilize jobs in a manner that both is anchored and democratized in terms of ownership and also benefits (and improves the economy of) low-income neighborhoods and local small- and medium-sized businesses. Precedents include the kinds of things now happening or being explored in Cleveland, Pittsburgh, Atlanta, Washington DC, and many other cities—and especially the use of public and quasi-public (nonprofit hospital and university) contracts to add leverage to the effort.


  •The use of public and quasi-public land trusts (both for housing and also for commercial development) to capture development profits for community use and to prevent gentrification—as is happening in Irvine, California; Sarasota County, Florida; North Camden, New Jersey; Austin, Texas; Las Vegas, Nevada; Highland Park, Illinois; Delray Beach, Florida; Chaska, Minnesota; Chicago, Illinois; Flagstaff, Arizona; and many other places.9


  •An all-out attack on the absurdly wasteful and costly giveaways that corporations often extract from local governments. As we’ve seen, such giveaways are commonly used to entice corporations to move into the economy, but all too often the firms quickly leave or threaten to leave unless new or renewed subsidies are provided.


  •The use of community benefit strategies—and community organizing, backed also by labor unions—not just to achieve traditional development but also, where possible, to move new efforts forward that democratize the economy (thereby also helping stabilize the tax base that supports public services).


  •The exploration of further ways for cities to make money and thereby offset costs and taxpayer burdens. Examples of this approach can be seen in many land ownership efforts; the nearly seven hundred projects in cities and counties that capture methane from garbage, turning it into jobs, revenue, and electricity; public ownership; and other new ownership ideas and practices now emerging in many cities.


  In some locales, additional strategies can be added to the overall effort, including:


  •Taking over and municipalizing electric utilities to improve services, reduce costs (in line with the experience of the roughly two thousand existing public utilities), and secure added revenues for the city. Check out the recent hard-fought struggle to municipalize the electricity in Boulder, Colorado, and successful efforts over the last decade in a number of cities.*


  •Improving the local economy through the development of local municipalized Internet and cable services.


  •Expanding “participatory lease” arrangements that make money for the city through ownership of other forms of property and in ways other than taxation. (In such efforts developers pay the public landlord a yearly agreed rent and an additional amount pegged to project performance, based on criteria like private profits or gross income.)


  These and other elements of a coherent plan simply draw on existing, practical options now emerging in various squares on the board. What has yet to be done is for someone—and some city—to put together the pieces and put forward a fully developed strategic plan.


  Such a plan would (1) suggest a coherent economic way forward that (2) also increases the tax base, thereby (3) offsetting some taxpayer pressures (and weakening and dividing the opposing coalition), and at the same time (4) permitting the organization of an effective political alliance involving public service workers, teachers, hospital workers, and janitors and other blue-collar workers—and community groups and local activists—plus small-business groups that benefit from a revival of local economic health.


  Obviously, not easy to do. And, at least right away, not likely for many squares on the board.


  On the other hand, times are getting worse (and are probably likely to get still worse) and at some point one or another square will light up. As always, it will take some specific person who decides that he or she, personally, will grab the reins and set the wheels in motion to flip the switch (possibly even you, dear reader …).


  * Over the past decade sixteen new public utilities have been formed, in cities as diverse as Hermiston, Oregon; Jefferson County, Washington; Lubbock, Texas; and Winter Park, Florida. See: American Public Power Association, Straight Answers to False Charges Against Public Power (Washington, DC: APPA, 2012), p. 34, accessed November 14, 2012, www.publicpower.org/files/PDFs/StraightAnswersMore.pdf.
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  HOT SPOTS: BANKING, HEALTH CARE, AND CRISIS TRANSFORMATIONS


  CHAPTER THIRTEEN

  

  


  Banking


  A bit ago I suggested that there might be another “distinction”—another strategic possibility different from evolutionary reconstruction or checkerboard strategies, a strategic possibility that might also lead in the direction of the democratization of wealth and even, one day, perhaps systemic change.


  We’ll come back to give it a name in due course. First, though, it will be useful to stand way back from neighborhoods, cities, and even unusual state possibilities and take a look at the large-order logic of some things happening at the level of the national system.


  You may have noticed that the big banks almost collapsed the entire US economy from 2008 to 2010. Indeed, during the heart of the crisis the possibility of total breakdown was very real—all too real. Current estimates are that at least $2.6 trillion of GDP was lost, $19.2 trillion in household net worth disappeared, and nearly nine million jobs were lost from the time the Great Recession began in December 2007 to its lowest point in mid-2009.1


  Not a small problem.


  Indeed, as George W. Bush famously put it at one point in the crisis: “This sucker could go down.”2 (And might well have, had nothing been done.)


  The thing is this: Most economists—left, right, and center—who know anything about this kind of thing are united in the judgment that more crises are going to happen as time goes on (and probably again and again).


  Nouriel Roubini, who had famously predicted the recent crisis, put it this way: “Nothing has changed fundamentally . . . chances are we’re going to have a couple of financial crises over the next ten years.”3 Former IMF chief economist and MIT professor Simon Johnson explained: The only question is whether a new crisis might come in “three years or seven years.”4 And more than one Wall Street insider (to say the least!) agrees with the blunt conclusion of Mark Mobius, chairman of Templeton Asset Management: “There is definitely going to be another financial crisis around the corner because we haven’t solved any of the things that caused the previous crisis.”5


  Nor are such people alone. Two well-known and highly respected Harvard scholars, Kenneth Rogoff and Carmen Reinhart, published a huge book in 2009 looking back on the regular, repeated occurrence of major financial crises over the years. Their tongue-in-cheek title This Time Is Different was an elbow nudge to all those who in the past had predicted things would be fine and have been proven wrong again and again.6


  In fact, matters are even worse. It’s no longer just the United States that doesn’t seem able to manage these things; Europe is now facing similar dangers, even worse, perhaps—and is equally capable of slipping into crisis and slamming the US economy, hard. Very hard.


  By the way, notice that most of these judgments were offered despite the fact that in 2010 the United States enacted the Dodd-Frank Wall Street Reform and Consumer Protection Act, aimed at regulating the financial system so that another collapse would not happen.


  The fact is, no one who knows anything about the way Washington works believes you can really regulate the truly big financial institutions. Indeed, since the crisis—and since enactment of the new legislation—many of the giant financial corporations have increased, not decreased, in size. Prior to the crisis (in 2006) the top six banks had assets equal to roughly 55 percent of the US GDP.7 As of June 2012 the figure was up to roughly 60.1 percent.8


  Big banks like JPMorgan Chase, Bank of America, Wells Fargo, Citigroup, and Goldman Sachs are simply too powerful to be systematically regulated. For one thing, the amount of money they spend on lobbying and politics is stupendous. The year Dodd-Frank was passed, the FIRE sector (finance, insurance, and real estate) spent more than $475 million on lobbying. This was followed up the next year, 2011, with just under $480 million.9 That’s almost a billion dollars’ worth of high-priced lobbyists who do nothing but try to write loopholes into the law—and this is for only two years.


  Senator Dick Durbin is blunt: “The banks . . . are still the most powerful lobby on Capitol Hill. And they frankly own the place.”10


  (Also, by the way, often the regulators are people making modest government salaries facing lawyers making more than a million a year—and also implicitly suggesting to them, very gently of course, that with all their government experience they might well think about moving over to the banking side of the table at some point: “Not trying to influence you by offering the possibility someday of a big job, of course; just saying . . .”)


  To repeat: Very, very few people who know anything about the way Washington really works, in truth, believe you can effectively regulate the really big banks.


  So the question is this: What happens when the next big crisis explodes and we again have to face to the impossibility of regulating banks that are too big to fail—banks that, when they topple, can bring down the entire system?


  The current nostrum—partially provided for in the Dodd-Frank legislation under certain circumstances, and promoted generally by a wide array of commentators and politicians—is: “Well, let’s break them up into smaller banks!”*


  Yet we only have to look as far as the history of banking, on the one hand, and of antitrust law, on the other, to see that even when break-them-up efforts occur (which is rarely), the big fish tend to find a way to eat the little fish, and in due course we’re back where we started.


  Take a look, for instance, at how fast bank concentration developed in recent years. The average size of US banks increased fivefold (measured in inflation-adjusted total assets) between 1984 and 2008, and the number of banks, correspondingly, dropped by more than 50 percent—from over fourteen thousand to barely seven thousand.11 In 1984, for instance, forty-two different banks held 25 percent of all US deposits.12 By 2012 one-tenth that number—the top four (Bank of America, JPMorgan Chase, Wells Fargo, and Citigroup)—held far more: 36.6 percent of all US deposits.13


  The power of big fish in general to regroup is hardly restricted to banking. When Standard Oil was broken up in 1911, the immediate effect was to replace a national monopoly with a number of regional monopolies controlled by many of the same Wall Street interests.14 Ultimately, the regional monopolies regrouped: In 1999 Exxon (formerly Standard Oil Company of New Jersey) and Mobil (formerly Standard Oil Company of New York) reconvened in one of the largest mergers in US history.15 In 1961 Kyso (formerly Standard Oil of Kentucky) was purchased by Chevron (formerly Standard Oil of California);16 and in the 1960s and 1970s Sohio (formerly Standard Oil of Ohio) was bought by British Petroleum (BP), which then, in 1998, merged with Amoco (formerly Standard Oil of Indiana).17


  The tale of AT&T is similar. As the result of an antitrust settlement with the government, on January 1, 1984, AT&T spun off its local operations so as to create seven so-called Baby Bells. But the Baby Bells quickly began to merge and regroup. By 2006 four of the Baby Bells were reunited with their parent company AT&T, and two others (Bell Atlantic and NYNEX) merged to form Verizon.18


  So the hope that you can make a banking breakup stick (even if it were to be achieved) flies in the face of some pretty daunting experience. Also, note carefully a major political fact: The time when traditional reformers had enough power to make tough banking regulation really work was the time when progressive politics still had the powerful institutional backing of strong labor unions.


  But as we have seen, that time is long ago and far away.


  Let me offer just one more reminder about political power and a further sign of the times (and of the changes within the progressive movement and the Democratic Party). It was President Bill Clinton, not simply the conservative Republicans, who led the fight to deregulate the banks. Passage of the Gramm-Leach-Bliley Act of 1999 repealed the New Deal–era Glass-Steagall legislation that had prohibited commercial banks from engaging in speculative investing activities (the very thing that would nearly bring us down almost a decade later). Additionally, the Commodity Futures Modernization Act, also signed by Clinton in 2000, famously exempted derivatives from federal regulation. This is to say nothing, of course, of ongoing moves to weaken the new Dodd-Frank regulatory legislation.19


  Interestingly, the conservative founders of the Chicago School of Economics understood better than most liberals and progressives the general logic at work in situations involving really large and powerful corporate institutions. Even as the latter kept urging regulation or breakups, leading economists like Henry C. Simons cut to the heart of the matter.


  For one thing, Simons and his colleagues were clear about the economics involved. “Few of our gigantic corporations,” he wrote, “can be defended on the ground that their present size is necessary to reasonably full exploitation of production economies.”20


  For another, they knew that the big fish could easily manipulate the regulators. Chicago School conservative and Nobel laureate George Stigler, for instance, demonstrated how regulation was commonly “designed and operated primarily for” the benefit of the industries involved. Numerous conservatives, including Simons, concluded that antitrust break-them-up efforts could also easily be managed by large corporate players—a view conservative Nobel laureate Milton Friedman also came to a few years later.21


  Simons—Friedman’s revered teacher, and one of the most important leaders—did not shrink from the obvious conclusion: “Every industry should be either effectively competitive or socialized.”22 If other remedies were unworkable, “the state should face the necessity of actually taking over, owning, and managing directly” all “industries in which it is impossible to maintain effectively competitive conditions.”23


  At the height of the Depression, eight major Chicago School conservative economists (including Simons and Frank H. Knight) also put forward a “Chicago Plan” that called for outright public ownership of Federal Reserve Banks, the nationalization of money creation, and the transformation of private banks into highly restricted savings-and-loan-like institutions.24


  The thing about a powerful logic of the kind the old conservatives so clearly understood is that it has a way of simply not going away. Quite likely we shall go through a number of rounds of crisis, partial crisis, attempts at regulation—maybe even some break-up-the-big-banks efforts.


  Almost certainly, however, the underlying institutional power, and the logic it generates, will continue, with three all-but-certain results.


  First, at some point we will really “get” that the Chicago argument is correct. Like it or not, regulation doesn’t work in these situations. The big guys will capture the regulators.


  Second, at some point we will really “get” that breaking up the banks also doesn’t work. The slightly slimmed-down big guys will fatten up quickly by eating up the little fish, and we will be back at square one.


  Which—third—logically means that if we want to stop the crises, at some point there is only one thing left: Take them over; turn them into public utilities.


  Have I forgotten to mention that big banks that rip off the public and crash the economy and then pay themselves big bonuses tend to make people angry? Let’s drop the logic for a moment: It’s a simple fact that anger at the big banks is already huge.


  That anger intensified when several banks nearly tumbled in 2008 after engaging in risky behavior at the height of deregulation. But it grew hotter than ever when taxpayers, many of whom were facing joblessness or foreclosure, were asked to bail them out to the tune of up to $700 billion through the Troubled Asset Relief Program, better known as TARP. (And hotter still when they began rewarding themselves with big bonuses.) In his 2010 State of the Union address President Obama acknowledged that the bank bailout was “about as popular as a root canal,” and at a meeting with CEOs of thirteen of the nation’s biggest banks, he cut off complaints over efforts to curb bonuses and salaries with the reminder that “my administration is the only thing between you and the pitchforks.”25


  Another insider, Douglas Elliott of the Brookings Institution, coolly observed: “Truthfully, you would find considerable support for hanging a number of bankers . . . to satisfy the public’s anger.” And the former business and economics editor of The Atlantic thought Congress should be able to “cheerfully defenestrate” investment bankers. (Merriam-Webster Dictionary: “defenestrate: to throw out the window.”)26


  Which, suggests, again, that the convergence of bank-created crises and public pain and anger—together with the truth of the Chicago School logic—points to only one logical outcome: like it or not, some form of public takeover.


  If this sounds unlikely to you at the moment, consider the following:


  • There is already lots and lots of public and cooperative banking going on in these United States. Unknown to most Americans, there have been a large number of small- and medium-sized public banking institutions operating for a long, long time. They have financed small businesses, renewable energy, co-ops, housing, infrastructure, and other specifically targeted areas. As we have seen, there are also just under seventy-two hundred community-based credit unions with more than $1 trillion in total assets.27 Further precedents for public banking range from Small Business Administration loans to the US Export-Import Bank to the activities of the US-dominated World Bank. In fact, the federal government already operates around 140 banks and quasi-banks that provide loans and loan guarantees for an extraordinary range of domestic and international economic activities.28


  •We’ve long been told, and often believed, that the free-market operation of big banks benefits us all. But a number of people increasingly recognize that the emperor has no clothes—and they are beginning to state the obvious, even though the press doesn’t often cover it.29 Here’s the chief economist of Citicorp no less (just before he got his job): “Is the reality . . . that large private firms make enormous private profits when the going is good and get bailed out and taken into temporary public ownership when the going gets bad, with the tax payer taking the risk and the losses? If so, then why not keep these activities in permanent public ownership?”30


  So, for those of you who understand that we face a systemic crisis, not simply a political crisis, there are two things to do. The first should be self-evident from the above: Begin to be as up-front in your discussion, advocacy, and analysis as the old conservatives and the chief economist of Citicorp. It’s time simply to tell the truth. The really big banks need to be taken over before they really crash the system—the sooner the better.


  The second would be to familiarize yourself with—and build up some public understanding of—how public banking works. For starters, you might look at the Bank of North Dakota, a state-owned public bank operating successfully, and with broad political backing, for nearly one hundred years. In the past ten years alone it has contributed more than $300 million in revenues to the state (approximately $1,200 for every North Dakota family), all the while strengthening and supporting the local private banking sector.31


  There are some things to learn, too, from related initiatives, including One PacificCoast Bank, a B Corp that serves low-income communities; the Bremer Bank, a Minnesota, North Dakota, and Wisconsin–based bank that is co-owned by its employees and a nonprofit charitable trust and specializes in helping local farms and businesses; and Southern Bancorp, a for-profit bank with unusual restrictions on ownership that serves low-income communities in Arkansas and Mississippi.32


  And if you want to do something now, just roll up your sleeves and see what you can do in your own state both to make something happen, building on these and other developing precedents, and to help educate the public about new possibilities. You won’t be alone: At this writing some twenty different states have had legislation introduced to establish state-owned banks like that of North Dakota.33


  Some cities are also showing the way, as in San Francisco, where local legislators have proposed a city bank, and Portland, Oregon, where the mayor has embarked on a project to transfer considerable amounts of city funds into local banks and credit unions.34 Kansas City also unanimously approved responsible banking legislation that directs the city manager to do business only with banks that “are responsible to [the] community’s needs and do not engage in predatory lending.”35


  Similar legislation was approved by the Pittsburgh City Council in April 2012 (after having previously been passed and vetoed by the mayor in December 2011), and activists in New York City and Hennepin County, Minnesota, have also proposed such legislation.36 Philadelphia and Cleveland have had versions of the law in place since the 1990s.37


  And yes, it may take longer than we might hope for the point to sink in nationally, but the buildup of experience, state by state, community by community—as in the prehistory of the New Deal—is also ultimately likely to help put a truly refined model in place nationally.


  Especially as the pain of the emerging era continues to deepen.


  * One element of Dodd-Frank—resolution authority—technically allows the government to “wind down” failing banks without resorting to 2008-style bailouts. However, most experts are highly skeptical that this could work with large, international megabanks. During “the debate over the Dodd-Frank financial regulation . . . ,” Simon Johnson observes, “Senator Ted Kaufman, Democrat of Delaware, emphasized repeatedly on the Senate floor that the proposed ‘resolution authority’ (the power to shut banks) was an illusion . . . At the time, Senator Kaufman’s objections were dismissed by ‘experts’ from both the official sector and the private sector. Now these same people (or their close colleagues) are falling over themselves to argue that resolution cannot work for the country’s giant bank holding companies.” See: Simon Johnson, “The Myth of Resolution Authority,” New York Times, March 31, 2011, accessed November 14, 2012, http://economix.blogs.nytimes.com/2011/03/31/the-myth-of-resolution-authority.


  CHAPTER FOURTEEN

  

  


  Health Care


  A reminder: To get serious about systemic change is to get serious about decades, not weeks or months, of work. It also requires getting serious about large-order processes, not simply elections and policies.


  It’s not that short time frames and everyday politics are unimportant. The point is first to get a handle on deeper and longer and larger dynamic processes (and possible dynamic processes) so that we can come back to elections, policies, and short-term results with new perspective and hopefully a more powerful strategy.


  All of which is important to bear in mind as we consider an issue potentially even more challenging than banking: health care.


  As almost everyone knows, cost is the epicenter of the health care debate. The American health care system is one of the most expensive in the world. The United States spends just under 18 percent of its entire economy on health care each year, and the number could easily reach 20 percent.1


  Many other advanced societies spend roughly half as much, as a percent of their economies, as we do to cover their health care needs. South Korea spends 7.1 percent; Ireland, Iceland, Italy, Norway, and Japan spend 9.2 percent, 9.3 percent, 9.3 percent, 9.4 percent, and 9.5 percent, respectively; the United Kingdom, Sweden, and Spain spend 9.6 percent; Canada and Switzerland spend 11.4 percent; and France and Germany spend 11.6 percent. The United States’ closest advanced competitor in costs is the Netherlands at just 12 percent—still a third less than our 18 percent of GDP.2


  You would expect that all of our spending would yield spectacular results. But, as is less well known, the United States has some of the worst health outcome statistics in the advanced world.


  Here are just a few of many, many examples:3


  •The United States ranks thirty-first out of thirty-four OECD countries in infant mortality at 6.1 deaths per thousand live births—ahead of only Chile, Turkey, and Mexico, and far behind the 2.2 and 2.3 rates found in Iceland, Finland, and Japan.4


  •The US ranks twenty-seventh out of thirty-four OECD countries in life expectancy at 78.7 years—ahead of only Poland, Estonia, Mexico, Slovakia, Turkey, the Czech Republic, and Hungary, and far behind the 83-year life expectancy of Japan and the approximately 82 years of Switzerland, Spain, and Italy.5


  •The US ranks dead last out of thirty-four OECD countries in connection with obesity, with around one-third of the population obese, twice the OECD average.6


  The basic reason both for the extraordinary waste and our low outcome record is that, unlike most other countries, the United States has a health care system that is dominated by insurance companies, hospital chains (increasingly concentrated and near monopolies in many markets), big drug companies, and, to a much lesser extent, private fee-for-service doctors. (The doctors have fallen a bit lower on the food chain in recent years as the insurance companies and hospitals have become more and more powerful.)


  Everybody gets a profit when somebody gets sick in this system.


  The obvious answer is something that functions pretty much like Medicare, the popular and effective government-run program that currently insures people sixty-five and older as well as some with disabilities and certain medical conditions. The concept isn’t very complicated. A national single-payer system—“Medicare for all”—would, like Medicare, have just one insurer—the government, not a company that is out to make a profit.


  The job of a private insurance company, unlike such a public insurer, is to add a profit margin to everything it can, and to avoid paying bills to the degree possible. So, first, add approximately 20 percent for administrative expenses, marketing, and profits (the latter ran around 8.65 percent in 2011) onto everything.7 Second, try to keep really sick people off the rolls, or move them onto some other insurance company’s rolls. This all also involves additional expense: lots of paperwork, lots of paper pushers, and lots of people trying to make absolutely certain that when you get sick, you (or your doctor or lab or other provider) isn’t trying to squeeze a few extra dollars out of the company.


  In a single-payer system like Medicare, you can knock off a good part of the 20 percent. There’s no point in trying to get you onto some other company’s rolls, either, as there is no other company. And it’s agreed at the outset that the health care costs are going to be paid. Accordingly, there’s no need for a huge army of clerks: Most single-payer systems are far, far less costly to administer. On average the United States currently spends roughly three times as much nationwide on administration costs per person as does Canada—a figure that, if it didn’t include public along with private expenditures, would likely be even higher.8 And Medicare typically registers administrative costs around 80 to 90 percent lower than private “Medicare Advantage” plans.9


  So, if you want to save a trillion dollars or so, minimally, a single-payer system is the way to go.10


  I urge you to read that sentence again. A trillion dollars a year is the equivalent of roughly a third of all federal expenditures and half of all federal revenues.11


  If we could find a way both to cut these costs and to pick up some of the benefits for better use, lots of schools, bridges, roads, and jobs might be paid for—even some tax breaks, perhaps.


  But of course, we can’t pick up these benefits. At least not for the moment.


  The Obama administration bowed to what it judged to be politically the only option available and passed legislation (referred to now by both critics and supporters as Obamacare) that kept the insurance companies and the drug companies in the game in exchange for their agreement not to fight the legislation. What they got was a promise of tens of millions of new customers who had to join the system, or face penalties.*12


  So the system continues. More people are now covered, in the early phases of Obamacare, and more people will continue to be covered as the plan rolls out. But the costs keep rising, and the insurance company bureaucracies keep squeezing, and the system as a whole keeps falling farther and farther behind what everyone knows can be done better and cheaper by looking at the experience of other countries.


  On the other hand, consider a new law of economics once stated by Herbert Stein, chairman of the Council of Economic Advisers under Presidents Nixon and Ford: “If something cannot go on forever, it will stop.”13


  Which probably offers a pretty accurate forecast for American-style health care. Right now we are beginning to enter what is all but certain to be a period of major reconsideration of the whole mess.


  The signs are many. As costs keep rising, things are clearly going to get a lot worse for a lot of people. The insurance companies are already scrambling to protect profits. Some are pressing state regulators to permit so-called stop-loss insurance plans that get around consumer protection requirements. Others are seeking to avoid regulations requiring that 80 to 85 percent of premiums go to patient care. Premium raising and high-deductible plans that shift more of costs to families are also ongoing priorities.14


  Absent real reform—and given the growing fiscal crisis—the government will also clearly be driving hard to reduce costs. The Republicans have made it clear they will do their best to cut back Obamacare and “reform” Medicare and its counterpart for low-income Americans, Medicaid. And the Obama administration and some Democrats in Congress have also signaled their willingness to reduce funding for Medicare as part of debt and deficit negotiations.15 Many fear that so-called reform will mean less coverage for those who depend on these programs.


  In addition, many businesses are trying to make as many people as possible into part-time workers so they don’t have to pay for insurance—which, in turn, means that more people who are sick, injured, or in pain are simply not getting treated.


  There are also a lot of people out there (at least thirty million) who aren’t even in the system—and probably won’t be, at least not for a long time. Some will be in great pain, some will be dying. Some will be tossed out of hospitals onto the streets or made into what insiders call “hot potato” patients whom hospitals try to dump in one another’s laps.16


  We may well witness more tales of pain and tragedy like that of Carol Ann Reyes. In 2006 surveillance cameras outside the Union Rescue Mission in Los Angeles recorded a taxi dropping the sixty-three-year-old Reyes off, leaving her to wander around in a confused state in her hospital gown before a shelter volunteer came to her aid.17 There is also the more recent case of James Verone, who at age fifty-nine attempted to rob a bank in Gastonia, North Carolina—but only, he made clear, for one dollar. The reason: Unemployed and in pain, he saw no way other than going to jail to get health care for a growth on his chest, difficulties with his feet, and back problems.18


  Perhaps the most important reason our broken health care system is not likely to continue indefinitely is that American corporations are competing with companies abroad that are not paying health care costs for their employees. Why? Because they operate in countries with public health care systems. Some of these companies are already chafing at the bit. “If the global economy were a 100-yard dash,” a March 2009 Business Roundtable report declared, “the US would start 23 yards behind its closest competitors because of health care that costs too much and delivers too little.”19 As the pressures increase, the demand for change is likely to increase.


  Indeed, as far back as the early 1990s the united front of businesses ideologically opposed to universal health care did, in fact, begin to crack under the pressure of rising costs. Though little noticed at the time, a number of leading companies—including American Airlines, Safeway, Westinghouse, Archer Daniels Midland, and the Big Three automakers—provided support for Clinton’s attempt to establish universal health care, even financing limited advertising campaigns and writing letters to Congress.20


  Finally, and not surprisingly, public distrust of the insurance companies is high—indeed, very high. A 2011 Harris poll found just 8 percent of Americans believed that health insurance companies were “generally honest and trustworthy.” Pharmaceutical companies likewise scored a mere 8 percent.21


  All in all, the prospect is for more costs and more pain, for a substantial period.


  But we can also expect a buildup of anger and a demand for a real answer, somehow, some way.


  As the costs increase and the burdens intensify, most likely the breakthroughs will come first at the state level. And, indeed, at this writing more than fifteen states have seen legislation introduced pointing toward some form of a single-payer public system.22


  In 2011 Vermont approved legislation that would ultimately allow state residents to move into a publicly funded insurance pool. Universal coverage would begin in 2017 if a federal waiver is approved (and possibly as early as 2014).23 In California a universal “Medicare for all” bill failed in the Senate by just two votes in 2012. (Similar legislation was, in fact, approved by both the House and the Senate but was vetoed by then-governor Schwarzenegger in 2006 and 2008.)24 Since 2009 Connecticut has been struggling politically over legislation to build a system of affordable health care for virtually all residents—one that in the future is reasonably likely to include a nonprofit public insurance program.25 And of course Massachusetts was an early innovator, passing a health reform law in 2006 that focused on achieving near-universal health care coverage (however, it did little to control costs).26


  So again, state by state by state—checkerboard fashion—we are likely to go on, until (maybe) we experience a jolt and jump at the right moment that takes the scattered pain-driven change to the national level (again, as in the prehistory of the New Deal).


  Maybe, too, we’ll have the help of some of the corporations in competition with others worldwide.


  Time, too, to remember the Chicago School argument about trying to regulate big corporations. Yes, of course, in theory you might try to regulate the big insurance players in the current system the way, say, the Swiss do (whereby private insurance companies are required to offer, and cannot profit from, basic health insurance plans to all residents regardless of age or preexisting conditions—but can make money from supplemental plans).27 The trouble is that in practice, and given the historic weakness of our reform capacities compared with Switzerland and many other nations, American companies can play the regulatory game better than you can—which takes us back by another route, Chicago-style, to having to turn them into a publicly owned enterprise if you want to solve the problem.


  Also, have I forgotten to mention this? It is not only big corporations (not to mention struggling workers and the jobless) whose interests are now at odds with the health insurance companies. The hospitals, the drug companies, the medical equipment manufacturers, the doctors, and many others have needs and priorities that may not dovetail with those of the insurers. If (when) the crunch deepens the pain, we are also likely to see defections from some of these groups.


  Over the coming decade (or decades), not the coming election—over time, as the pain develops, and the anger increases—we shall see.28


  By the way, in effect a single-payer system like Medicare is one that involves another form of democratized ownership. The government in essence runs a public insurance company—in fact, a de facto public utility.


  Most of the folks concerned with health care—like most folks working with co-ops, worker-owned companies, municipal businesses, state-owned investments, and the like—rarely look over the top of their own silo to see what’s going on elsewhere. They may be “democratizing the economy,” but they are by no means clear that, or how, anyone else is.


  On the other hand, if you think democratizing the economy in general (piece by piece) may be important as a matter of a comprehensive overall political-economic strategy, but you haven’t been thinking about health care, you might start to do so as well; 20 percent of the GDP is a very hefty chunk of any economic system.


  *The insurance companies welched on the deal when Congress changed some of the terms, making the penalties insufficiently powerful, the companies thought, to get them all the new customers they wanted. Adam Smith again be damned! As Lawrence Jacobs and Theda Skocpol write: “Too little government was what moved insurers into open revolt.” See: Lawrence R. Jacobs and Theda Skocpol, Health Care Reform and American Politics: What Everyone Needs to Know (New York, NY: Oxford University Press, 2010), p. 73.


  CHAPTER FIFTEEN

  

  


  Beyond Countervailing Power


  Awhile ago I promised I’d come back at you with a way to talk about the specific kind of political-economic processes we’ve been reviewing in the last two chapters. It’s hard to find an elegant word or phrase for what is happening and appears likely to continue to happen in connection with banking and health care by virtue of internal dynamic changes going on in each sector (plus potential political action at key points in time). For the moment, though, let’s acknowledge that the banking crisis is big, crashing, and explosive and that the developing health care crisis is excruciating and inexorable. And then let’s talk about where we can go from here with what we’ll call both these processes: “crisis transformations.” As we’ve seen, there are a number of possibilities that appear likely to arise out of the current havoc—if we develop a strategy aimed at both solving problems in the most effective way and also democratizing the economy, step by step over time.


  This is also probably a good time to mention something about the theory of power that many once embraced (and is dying), and the emergence of what is beginning to look like a new theory of power—potentially an important one, to the degree we can move it forward over time.


  In the old days, when things were still working (sort of) for the old progressive theory, many folks implicitly and explicitly operated on a quite clearly defined set of assumptions about the relationships among institutions, politics, and power. The commonly held view was that it was possible to balance the power of institutions (like mega corporations) by exerting political or other pressure on them.


  This mode of thought was best explained (at least for our purposes) during the postwar-boom era by the great liberal economist, the late John Kenneth Galbraith. In what he called the theory of “countervailing power,” Galbraith suggested that the advantages enjoyed by corporations in the free market were offset by other institutional powers. And, he noted, labor unions were by far the most important “countervailing” power functioning to balance the power of the corporation.


  Beginning in 1952 at the height of union power, and continuing thereafter (for a while . . .), Galbraith held that “the operation of countervailing power is to be seen with the greatest clarity in the labor market where it is also most fully developed” (1956).1 “Union power is the natural answer to the power of the corporation” (1979).2 “The symmetry between the sources of power and the countervailing response has a certain classic clarity in the field of labor relations. But it is also evident in many other areas” (1983).3


  The power of labor is important not only on the shop floor, of course, but also in politics. And in any event, the famous liberal economist lost faith in his theory as time went on, and as labor’s capacity dwindled. One problem was that once blue-collar workers made it into the middle class, he held, they turned their back on others. In 1980 he wrote: “I would no longer argue as to the inevitability of countervailing power.”4


  And as the big trends continued to move in the wrong direction, by 1984 his belief in his theory of progressive power was all but exhausted:


  It was the unarticulated assumption of American liberals . . . that the newly affluent—blue-collar workers . . . [would] have political attitudes different from those of the older rich . . . The liberals were wrong.


  One effect of affluence is a continuing conservative trend in politics, and . . . those who dismiss the pro-affluent movements of these past years as a temporary departure from some socially concerned norm are quite wrong.5


  So if Galbraith’s traditional theory of countervailing power no longer holds, what does?


  Look carefully and you’ll see that a new theory of power, and how to balance it, is suggested by the emerging developments we have been reviewing—one that might be called an institutional “displacement” theory of (evolutionary) political power and strategy.


  As, for instance, when, slowly and step by step, institutions like insurance companies are backed out of states like Vermont—and also, step by step, backed out of powering the underlying politics in those states, and maybe, eventually, in the nation. Or when slowly, step by step—or quickly, as in the context of a collapse—some of the banks get nudged to the side institutionally and politically.


  Major corporations also find themselves slowly displaced (to the extent feasible), and their bargaining power reduced, when alternative forms of local economic development are available to the mayor.


  Not simply displaced in general, but also displaced in a very specific political sense. Every time one source of institutional power is removed from one side of the table, one source of potential institutional power is added to the other side of the table.


  Obviously important.


  The question is, how far might this power shift be developed—and in what specific circumstances—as we go forward in the difficult years ahead?


  I don’t want to make too much of all this at this point. (We will return to it.) Just want to get you thinking about these things with me.


  I also want to get you thinking about one other thing—namely, the quiet, slow, but also perhaps steady potential emergence of a real politics, one informed by a new possibility, and one that builds power, ideas, culture, institutions, and organization over time, starting at the very bottom and working up.


  If you look closely at the community-building, wealth-democratizing (evolutionary reconstructive) strategies, the (checkerboard) city and state strategies, the (crisis transformations) strategies—and even the idea of displacement in general—you will notice something different that takes us beyond the idea of institutional development and wealth democratization, critical as these are.


  Something, too, that takes us beyond ideological development and may also begin to penetrate (to recall Gramsci and Mannheim) the dominant hegemonic cultural and idea system with a new possibility, in this case, the democratization of the economy, step by step in everyday life and culture.


  That “something different” involves political power in another very specific and concrete sense of that term: Slowly building an alternative basis of the economy in local communities and states through democratization strategies (co-ops, worker-owned firms, land trusts, city-owned businesses, and maybe public utilities and other public businesses at various levels) also creates new constituencies, building from the bottom up, who are allied to and benefit from these efforts.


  It also begins to help change local experience in the direction of a com-munity-sustaining vision, one that is informed both by democratization ideas and by new ecological thinking.

  


  For the above strategic notions to move beyond fragments, preliminary steps, interesting possibilities, or a couple of exciting and dramatic forms of change here and there would require a few other things (to say the least!). Among the most obvious:


  • A substantial developmental period in which each of the processes—evolutionary reconstruction, checkerboard strategies, crisis transformations, and displacement—went forward, step by step, over time.


  • An era of history that continually forced people to realize that the old ways don’t work anymore—and that the pain will continue until a new way is found.


  • People with clear ideas in their heads about what is to be done (in other words, an agreed-upon strategy).


  • A lot of allies built up over time.


  • A lot of patience developed the hard way (yes, once again, step by step over time—because there are no alternatives).


  • And some luck.


  ’Nuff said for the moment. (More later, especially in part 6.)


  CHAPTER SIXTEEN

  

  


  Bigger Possibilities and Precedents


  For Something, One Day, Possibly Even More Interesting


  Oh, by the way, did you happen to notice that the US government nationalized a very large auto company during the big crisis (GM), and also one of the world’s largest insurance companies (AIG), and it could easily have done the same with some of the big banks (since it gave $45 billion to Bank of America and Citigroup, $25 billion to JPMorgan Chase and Wells Fargo, and $10 billion to Goldman Sachs)?1


  Also, interestingly, in the case of GM (as well as the slightly different Chrysler takeover), the new auto companies were established as temporary joint ventures in a structure that included partial ownership by a union-related entity (a voluntary employee beneficiary association, or VEBA). Although the latter was initially established by the auto companies and the United Auto Workers to finance retiree health benefits, its use in connection with the new structures now also suggests one approach to a joint public–worker ownership concept that might well be developed in new directions in future situations of this kind.2


  Now, what are we to make of all that?


  It is not, as many believe, impossible to imagine taking over and making into public enterprises some of the largest corporations in the nation.


  We just did it.


  Before giving them back, once they began making a profit again.


  We are likely to be in the same situation again, particularly if the world we are entering is increasingly unstable rather than a sweet return to the best of all possible growth paths that some hope for. And particularly to rescue companies, like the auto and insurance giants, that are “systemically” important—which is to say, have the power to bring down truly critical sectors of the entire economy.


  But must we do it the same way, or can we take it a step farther?


  In the future, big crisis transformations might very well (perhaps almost certainly will) include larger forms of potential democratization. Which is another way of saying that crises in corporations that are too big to fail might also be handled strategically, and potentially used as turning points to transform faltering but important corporations into democratized institutions.


  Before we explore this possibility further, let me say that I am not big on nationalization, particularly in a very large nation like our own. I see far more promise in regionalized public enterprise for most large firms when democratization is appropriate. Nonetheless, it’s important at this point to take up a phony argument and a myth related to both.


  It is commonly claimed that all forms of publicly owned enterprise must be inefficient. The fact is, the modern literature on this subject no longer rubber-stamps this once traditional hoary conservative argument. For one thing, prior to Margaret Thatcher’s famous gutting of the British public sector, productivity growth in British nationalized mining, utility, transportation, and communication companies consistently outpaced that of similar privately owned industries in the United States.3


  For another, it all depends on how you measure things.


  For instance, how in the world can anyone claim that the American health care system, dominated as it is by private insurance companies, private hospitals, private drug companies, and so on, is more efficient than European systems that produce better results at far, far lower cost? Not just minor improvements, but better results obtained through a system that if we were to follow (even in part) might save us something of the order of $1 trillion per year.


  Again, it may (or may not?) be that American megabanks are more efficient in the ways they manage accounts and charge customers for services.4 What it means to be efficient when competing with banks in other countries for high-risk (and huge-consequence) speculative investments, though, is by no means obvious. What is obvious, however, is that it is absurd to call the US banking system “efficient” if we neglect to notice that the way it’s run brought the entire US economy close to collapse—at an overall cost, again, of trillions of dollars.


  There is something wrong—something truly nutty!—about calling these systems efficient without even considering such costs.


  Most serious modern discussions of the public enterprise alternative, in fact, now take into account more comprehensive measures of efficiency, and even when there may be accounting or innovation inefficiencies within some public firms the overall efficiencies are commonly more than acceptable.5 A recent Harvard International Review report observed simply that in the modern era many public enterprises can be “efficient, even in comparison to their private counterparts.”6


  Also, while most Americans are pretty much in the dark about all of this, public enterprise is extremely common around the world, and it is growing. Here—simply by way of indicating what is possible and now conventional—is a very partial rundown.


  Publicly owned corporations worldwide produce roughly 75 percent of all oil.7 High-speed rail systems are run by the government in France, Spain, Belgium, Germany, Italy, the Netherlands, China, and South Korea.8 Public ownership of significant or controlling shares of airlines is also common: France holds 15.9 percent of Air France–KLM; Sweden, Denmark, and Norway hold a 50 percent stake in SAS; Israel, 34.6 percent of El Al; Singapore, 55.9 percent of Singapore Airlines (ranked as one of the world’s best).9 EADS (the European Aeronautics Defense and Space Company)—producer of Airbus and other major planes and helicopters—is partly owned by the French and Spanish governments (as well as the city of Hamburg, Germany).10


  More than two hundred public and semi-public banks, along with another eighty-one related public funding agencies (including national and regional development agencies, municipal credit agencies, and export credit agencies), control a fifth of all bank assets in the European Union.11 Japan Post Bank is the world’s biggest public bank and one of that nation’s largest employers.12


  Much better and faster Internet service than our own is provided in many countries where public corporations exist side by side with private companies. (Public telecommunications companies are conventional in most parts of the world, including in Austria, Japan, Sweden, France, Germany, Switzerland, and Norway.)13


  Brazil, an economic powerhouse, has more than one hundred state-owned or state-controlled enterprises, including major banks, utilities, and a large oil company, Petrobras, renowned for its deep-water exploration achievements.14


  Again, I could go on.


  In an article surveying such developments, Economist author Adrian Wooldridge concludes that state enterprises have become more productive largely “thanks to a mixture of judicious pruning and relentless restructuring.” But whatever the reasons, there is little doubt about the trend.15


  So in the future—given the developing possibility of a long evolutionary buildup of practical experience and learning with various forms of democratization at the local and state level—it may well be that we will find it useful to do what most other nations in the world do in connection with larger enterprise in certain key sectors. Especially when the big banks, insurance companies, and auto companies go down again, or other systemically important firms flounder.


  PART V

  

  


  NARROW-MINDED EFFICIENCY, PUBLIC ENTERPRISE, AND ALL THAT


  CHAPTER SEVENTEEN

  

  


  Public Enterprise Redux I


  And Just a Bit More on the Use and Misuse of “Efficiency Talk”


  Public enterprise, nationalization, regionalization …


  Even though all this is clearly speculative, it is important to ponder what role such possibilities might or might not ultimately play in the next American system. Talk about needing a new paradigm, about changing the system, abounds. But so far we have no clear and explicit vision of where we want to go and no commonly accepted strategy. Correct that: At least some change makers have a shared vision (or, you could say, shared values). But the critical next step—a systemic design that might achieve and sustain that vision—remains to be taken. To change the system in keeping with those values—even over long periods of time—it’s necessary to think much more clearly about how key institutions might ultimately be organized to support them.


  Which brings us back, again, to the question: If you don’t like corporate capitalism and you don’t like state socialism, what do you want?


  Let’s take another step.


  Efficiency is, in fact, the bugaboo that has stopped most discussion of democratizing public options for much of the last half century. But the fact is, most American economists are extremely narrow-minded about what they mean by efficiency—especially when they talk about public versus private efforts.


  I am not trying to insult my brothers and sisters in the profession; I mean narrow-minded in a very specific sense: When most economists talk enterprise efficiency, they look narrowly at whether one company is more or less efficient than another at doing the same kind of thing. So, as we have seen, they might ask if a private bank does its job more or less efficiently than a public one. Working with a narrow set of data (comparing internal efficiencies and often ignoring external factors like the public subsidies they might depend on, their environmental impact, or the economic risk they pose), many conclude that private enterprise as a rule is more efficient than public. Yet such an approach, as we just also saw, inherently neglects the huge additional costs to the economy that may come with the current casino-style banking system and its inherent political as well as economic power relationships and practices. The same goes for the current health care system.


  So, to repeat: Even if a private bank were to be temporarily more efficient in its (internal) investing, lending, administrative, and other capacities, if this meant that it could also generate a massive economic crisis costing trillions of dollars, obliterating tens of millions of jobs, and injuring scores of millions of people, then its (narrowly defined) internal efficiency would be a pittance against its large-order-related external inefficacies.


  And if so, then a boring publicly owned bank—even if marginally less efficient internally (which, as we have noted, is by no means necessarily the case)—would be preferable (and far more efficient) if it were able to avoid the reckless gambling and speculation that put the entire system at risk.


  And even if a public health care system had slightly longer delays for some nonemergency procedures for some individuals (which also, by the way, is not necessarily the case), its minor inefficiencies would pale against its major overall efficiencies if it saved the society a trillion dollars a year—and simultaneously produced much better overall outcome results across the board (which as we have seen is common in many other systems).


  You get the idea.


  I’m underscoring the central issue here precisely because I find it difficult to understand why most of the economics profession doesn’t discuss such obvious points. But the fact is, much of the profession simply doesn’t.1


  It’s worth going down this path just a little farther—again simply to try to get our heads around a few key concepts that we will come back to and because, as we shall see, it also brings us smack up against the question of whether we can solve some of our really critical problems without having (minimally) to consider alternatives to a free-market-at-all-costs system.


  Let’s look at another truly major example of the kind of thing we need to think much more clearly about: We’ve seen that private corporations often find it efficient to move from one city to another (often because they can get some mayor to pay more than the last mayor). This may be efficient from the narrow point of view of the company, but again it may well be very inefficient from the point of view of the economy.


  Here’s the problem.


  Consider all those factory jobs that once existed in Cleveland, Ohio: At its peak Cleveland had over nine hundred thousand residents. It now has less than four hundred thousand, since thousands and thousands of jobs have moved away.2 Some losses were due to overall national unemployment, some to foreign trade. To make life simple, let’s assume that only half of the lost jobs moved to other cities.


  Note carefully, first, that in Cleveland we end up literally throwing away the housing, schoolrooms, hospital rooms, transportation facilities, stores, barbershops, and other businesses that were once needed to house, educate, and service the approximately 250,000 people whose jobs moved to other cities. Moreover, wherever these people went when the companies moved, the same quantity of houses, schoolrooms, hospital rooms, transportation facilities, stores, barbershops, and businesses now somehow had to be built anew to provide for their basic needs.


  There is obviously a huge, huge cost to the economy of literally throwing away cities when corporations decide to move jobs elsewhere. Also a huge carbon cost in having to rebuild all these things someplace else. Furthermore, the instability makes it hard to do local sustainability planning, particularly of high-density housing and mass transit, both of which are important to reducing greenhouse gases and carbon emissions.


  I don’t need to go on. Take a trip to Detroit when you’ve got nothing else to do: It lost more than a million people in the last six decades.3 It looks like a bombed-out World War II city. (And someplace else—indeed many someplace elses—somebody has paid the costs of rebuilding everything that was once in Detroit for the people who were forced to move.)*


  No one would say jobs should never move, but America’s throwaway-city habit has grown way off the charts as we blather on about little efficiencies and look the other way on the big ones.


  There are massive costs involved, but these are not costs paid by the corporation. In fact, we have no national capacity even to assess such costs intelligently, let alone to provide for a more rational solution. We have only very token tax and other incentives to locate jobs in areas of high unemployment—policies that no one even claims can make a significant dent in throwaway-city practices.4


  The sad fact is that our political system is so dominated by corporate pressures in this area (and ideological fog about the free market, even as the companies chase after government incentives), we couldn’t at this point implement a meaningful and efficient location strategy even if we knew what we wanted.


  Moreover, given the political power imbalances, we also know that trying to use tax incentives, regulatory strategies, and the like has very little impact on the scale of the decisions that need to be made—even when they aren’t simply a waste of taxpayer money (which, as we have seen, is all too often the case).


  There’s lots more to discuss on what it would really take to radically reduce throwaway-city costs (and to preserve intact human communities), but here’s one way to think about it based simply on extending and expanding the Cleveland model we reviewed in part 2. As you’ll recall, the model is one in which community stability is aided in part by changing ownership, and in part by stabilizing the market through purchases from larger institutions significantly funded by taxpayer dollars. (In the Cleveland case these are hospitals and universities.)


  With that model in mind, consider what might have happened if the government and the UAW had used the General Motors stock they received because of the bailout to reorganize the company along full or joint public–worker ownership lines—and the new quasi-public General Motors’ product line were linked to a serious plan both to develop the nation’s mass transit and rail system and to target jobs to economically distressed cities.


  There are currently no US companies producing subway cars (although some foreign firms assemble subway cars in the United States).5 Nor do any American-owned companies build high-speed rail. The American Public Transportation Association estimates that a $48 billion investment in transit capital projects could generate 1.3 million new green jobs in the next two years alone.6 Transportation policy experts Richard Gilbert and Anthony Perl, projecting dramatic future increases in the cost of all petroleum-based transportation, have proposed building 15,500 miles of track devoted to high-speed rail between now and 2025.7


  Whatever level of rail we one day decide to build, it will be paid for by taxpayers and commuters. Providing infrastructure and transportation will generate a long additional list of required equipment and materials that restructured companies could help produce—and (when the next big bailout occurs?) could at the same time help create new forms of ownership that might also help target, anchor, and stabilize the economies of the local communities involved.


  For the moment, let’s leave it at that—namely, simply another democratizing possibility to think about for the long haul.


  *I probably should also at least mention a related issue: Private corporations sometimes work explicitly to destroy important options. As Bradford Snell, a former Senate Judiciary Committee staff attorney, has demonstrated, General Motors was instrumental in working to rip up existing (efficient) trolley car systems in many cities—the main reason being that they wanted to sell these same cities their buses. According to Snell, “GM admitted, in court documents, that by the mid-1950s, its agents had canvassed more than 1,000 electric railways and that, of these, they had motorized 90 percent, more than 900 systems.” One of the front companies GM used in this operation, called National City Lines, was actually a partnership of GM, Firestone, and Standard Oil of California. In April 1949 GM, its partners, and its treasurer were convicted in the Chicago Federal Court of criminally conspiring to “replace electric transportation with gas-or-diesel powered buses and to monopolize the sale of buses and related products to local transportation companies throughout the country.” For the thousand-railways quote, see: Bradford Snell, “The Streetcar Conspiracy: How General Motors Deliberately Destroyed Mass Transit,” New Electric Railway Journal, 1995, accessed February 14, 2011, www.lovearth.net/gmdeliberatelydestroyed.htm. For the Chicago court quote, see: Bradford Snell, American Ground Transport: A Proposal for Restructuring the Automobile, Truck, Bus & Rail Industries, 1974 (Prague, CR: Car Busters, March 2001), accessed February 14, 2011, www.worldcarfree.net/resources/freesources/American.htm. For more, see: Noam Chomsky, Year 501: The Conquest Continues (Cambridge, MA: South End Press, 1993), p. 226.


  CHAPTER EIGHTEEN

  

  


  Public Enterprise Redux II


  Airline Foolishness and Endless Growth


  We’re talking about big problems and big potential change and about the difference between narrow-minded efficiencies and large-order inefficiencies. Clarifying the “systemic design” required to sustain the values we affirm requires getting serious about such questions. Perhaps it will help if we take a look at another industry (airlines) and one problematic corporate goal (endless growth) in just a bit more detail.


  Business journalists Phillip Longman and Lina Khan have recently given considerable study to the airline industry, particularly with regard to the impact of deregulation—the idea, implemented in the 1970s, that less regulation was a far better solution than the setting of schedules, routes, and fares that had been done up until that point by the Civil Aeronautics Board.1 The problem with regulation (big surprise!) was that the big airlines had a great deal of influence on the regulators—just as the Chicago conservative economists had argued was inevitable. The result was protection from competition and de facto price floors rather than price ceilings (in the 1970s regulation guaranteed airlines a 12 percent return on flights with a target occupancy of just 55 percent).2


  But the new answer of deregulation led to other problems.3 For one thing, airfares fell more rapidly in the ten years before deregulation than they did during the following decade.4 And this was only the tip of the iceberg. Indeed, since 1978 more than one hundred private airlines have gone bankrupt; they have either ceased operations or been bought up by competitors. Just a few of the once famous airlines no longer operating independently include Pan Am, TWA, Continental, Northwest, National, and Eastern.5


  Moreover, during just the first ten years of the new century private US airlines posted cumulative losses of more than $60 billion.6 All of the four major “legacy” airlines have been through bankruptcy proceedings, sometimes repeatedly—American (2011), Delta (2005), US Airways (2002 and 2004), and United (2002).7


  From the vantage point of the overall economy, this use (misuse?) of resources is clearly wasteful and inefficient. Quite apart from the asset loss involved when companies are taken over by successor airlines in bankruptcy proceedings, the constant turmoil also means that the best minds in the industry are often more focused on fighting legal battles and reorganizing internal systems than delivering transportation services for passengers.


  Furthermore, these private companies would be in a much more difficult position—and offering even worse service at even higher costs—were it not for the large-order government subsidies and bailouts they have received in recent years. Following the 9/11 attacks, for instance, the federal government provided $5 billion in direct “no-strings” aid to compensate airlines for their losses. It also provided insurance subsidies, and more than a billion in direct loans and loan guarantees to economically distressed airlines.8 Again, Congress passed legislation in 2006 and 2007 that allows airlines to underfund their retirement plans, virtually ensuring that the public will be forced to assume ever-greater costs when private airlines fail in the future. (One estimate is that the legislation saved American Airlines $2.1 billion between 2006 and the time it filed for bankruptcy in 2011.9)


  In addition to the big federal bailouts and other subsidies, of course, the federal government provides logistic support through the Federal Aviation Administration (FAA)—at a cost of $15.9 billion in fiscal year 2012—and it provides security through the Transportation Security Administration (TSA), the latter charged to passengers through a tax they pay for every flight.10 Many airports are also built and maintained by local governmental “authorities” that often have access to implicitly subsidized lower costs because municipal bonds are exempt from certain federal and state taxes.


  Then there is this rather unpleasant problem: Have you noticed the way airlines price their tickets? Direct flights for even short trips now commonly run several hundred dollars, and indirect flights can take almost an entire day as travelers are required to transit through “hub” cities like Atlanta and Chicago. It can cost $900 to fly round-trip from Washington DC to Cleveland, Ohio—a distance of less than 350 miles. (At the same time a nonstop one-way flight from New York to Los Angeles, a distance at least five times as far, may run a mere $150.) Similarly, a one-way flight from Cleveland to Madison, Wisconsin, can cost $625, and although cheaper options exist—for instance, one that cost only $236—they may well take over nine hours and require a change of planes in St. Louis and Chicago. No one measures the cost to individuals and the economy in general of time wasted by thousands, indeed hundreds of thousands, of people forced to accept such practices.11


  Much more important (if you are not narrow-minded about your efficiencies), if you go to a city like Cincinnati (and many others like Cincinnati) you will find that a number of firms are now closing down at great cost to the entire community because the cost of business travel is so high. Longman and Khan have analyzed the situation in some detail, but to give only one of their examples: In 2011 Chiquita Brands International was forced to relocate its headquarters from Cincinnati to Charlotte, North Carolina, due to lack of air service and rising travel costs after the city lost two-thirds of its flights over the previous decade.12 Businesses thinking about moving to Cincinnati quickly realize that the transportation problem makes it a dubious proposition, to say the least.


  Again, in such cases, for narrow and often temporary reasons that may or may not be (temporarily) efficient from the point of view of certain airline companies, we simply ignore the larger—often huge—community economic losses that occur when businesses shut down in a city like Cincinnati. And this is to say nothing of the overall waste involved from the point of view of the economy as a whole—in other words, the throwaway-city costs.


  What in the world is going on in this industry?


  (I haven’t even mentioned, of course, how lousy airline food is, or how squeezed in we sardines are when we fly.)


  In narrow-minded free-marketeering economics you close your eyes to everything but the specific firm involved—and when you open your eyes, you often see that not only have many businesses failed at great and unmeasured cost to specific communities and the economy in general, but few of the really massive public policy issues involved have even been confronted. And it’s these, the ones we don’t even discuss, that are where the real action is, or should be if we are serious about where we should be going in the twenty-first century.


  Looking forward, it’s useful to recall that the way we approached transportation matters was once far more broadly conceived—and ought to be again (especially as population increases). For instance, we built the railroads in significant part because we wanted to develop the country in general, and the West in particular. We invested in streetcars to build the inner suburbs and other roads and highways so as to build the outer suburbs in the days when this seemed important. The Interstate Highway System, for all its well-known limitations, was conceived on a large and positive scale.13


  So here’s a question to chew on as you think about transportation in general and the airlines in particular in coming years: The Census Bureau estimates we will have 130 million more people living in the United States by 2050, even plausibly growing to a population of a billion or more by 2100.14 Where are all of these Americans going to live? And are we going to build cities with transportation to them? Indeed, might we use transportation policy to encourage healthy decentralization? Or are we going to continue to focus only (narrow-mindedly) on whether or not one or another airline operating in the market is efficient (until it goes bankrupt and skewers another dozen cities on the way as it cuts the transportation lifeblood they need to survive)?


  The airline story gets even more interesting since, as we have seen, we’ve already tried both regulation and deregulation, with dismal results in both cases. Moreover, the token subsidies now in place to attempt to preserve at least some service to smaller cities were always meager and inadequate, and they are increasingly being targeted for reduction or elimination.15


  Here’s a case where a variation on the old Chicago School idea is really worth taking very seriously: If in fact you can’t regulate an industry such as the airlines in the interests of both efficiency and the larger public considerations involved in major transportation issues, then probably the only logical answer, again, is public ownership. Fortunately, as we’ve seen, there are many, many good examples of publicly owned or partially owned airlines around the world, the best probably being Singapore Airlines, SAS, Air France, El Al, Etihad Airways, and Emirates Airlines.


  Also, the federal and state governments currently do, in fact, attempt to locate public facilities and make their purchasing decisions (to a modest degree, to be sure) in ways that help local economic development—an approach that could be expanded upon were transportation policy to be used in a positive way that was less narrow-minded on matters of efficiency and more broad-minded on large-order population and other issues facing the nation.


  Were we to follow the Chicago prescript and the example of many other nations, we might be in position to begin to coordinate the use of transportation policy and public procurement to provide real stability to our communities—not only now, but as time goes on and as our population expands and the need for a comprehensive overall strategy becomes more and more obvious.

  


  Finally, here—for the moment!—is one additional general and really nasty issue that at least needs to be put on the table. One that explains why private corporations often don’t act in anything but their own interests—and one that is particularly important as we enter an era of potentially constrained global resources in several key areas:


  Large corporations must grow. They are subject to Wall Street’s first commandment: Grow or die. “Stockholders in the speculation economy want their profits now,” observes Lawrence Mitchell, author of The Speculation Economy, “and they do not much care how they get them.”16 If a corporate executive does not show steadily increasing quarterly earnings, the grim quarterly-returns reaper will cut her down sooner or later.


  The “grow or die” imperative cannot be wished or regulated away. The problem is that the imperative runs directly counter to a series of increasingly serious global challenges. In addition to the overriding problem of global warming, countless studies have documented that limits to growth are fast being reached in such areas as energy, minerals, water, and arable land (among others).17 The energy corporations are desperately trying to crash through some of these limits with technological fixes such as fracking, tar sands exploitation, and deep-water drilling, which are often equally or more environmentally costly than traditional methods.


  Yet the trends continue: The United States, with less than 5 percent of global population, accounts for 22 percent of the world’s consumption of oil, 13 percent of coal, and 21 percent of natural gas.18 In the brief period between 1940 and 1976 alone Americans used up a larger share of the earth’s mineral resources than did everyone in all previous history.19 At some point a society like ours, which currently produces the equivalent of more than $190,000 for every family of four, must ask when enough is enough.20


  Former presidential adviser James Gustave Speth puts it bluntly: “For the most part, we have worked within this current system of political economy, but working within the system will not succeed in the end when what is needed is transformative change in the system itself.”21 Which means somehow ultimately also developing economic institutions that are not required to grow.


  Even though many public forms of enterprise are currently organized along profit-making lines, unlike private Wall Street–driven firms they clearly could, in fact, be restructured in ways that did not require growth if we so decided.

  


  In all of this I am not arguing that public enterprise is inevitably better than private. Indeed, small local businesses and many medium-sized firms, especially high-tech businesses, are critical to the future of any serious economy. I am simply saying it’s time to get our heads out of the sand on these issues in general—and also in particular in terms of the real world of efficiencies (including what to do about efficient use of scarce global resources).


  There’s lots more to say here, of course. For instance, there’s no reason all public enterprise needs to be national; as previously noted some could be regional, some state-owned, and others even more locally based.*


  The main point is to begin to ask the right questions:


  •What are the total (rather than partial) efficiencies and inefficiencies in any given instance?


  •What are the overall goals we want to achieve?


  •What will it take institutionally to deal with the political power of the institutions that now control the action (and apparently cannot be adequately influenced by the usual policies we’ve been trying to use for the last several decades)?


  Probably I don’t really need to remind you that many of these problems and possibilities—except, probably, that involving the growth dynamic—could “in theory” be handled by trying to use incentives, tax deals, regulations, and the like to get private corporations to do what makes sense.


  But the system that in theory had enough power to make such strategies work is the one that is decaying before our very eyes.


  Yes, it may seem impossible to ever get a handle on these kinds of things in another way. But it is also obvious that if we (you and I) don’t think about it, you and I will not have any ideas in our heads other than those that spin around big corporations—and the hope that you can regulate them in our next system, even though the basis of that politics is over.


  Also (as we shall see) it just may be that even if what some folks like to term a total transformation of the overall system isn’t possible (yet), some of these ideas may still prove useful in a new progressive strategy in due course no matter what.


  Especially as the failures and pain and frustration and difficulties of the ongoing system continue to force people to think new thoughts about where we might be going, and how we might find a better way.


  Again, ’nuff said for now.


  * During the 1930s a more populist form of the Tennessee Valley Authority (TVA) was under very serious consideration, and thereafter, in 1937, seven different regional public enterprise efforts were proposed by New Deal senator George W. Norris of Nebraska. See: William E. Leuchtenburg, “Roosevelt, Norris and the ‘Seven Little TVAs,’” Journal of Politics, vol. 14, no. 3 (August 1952), pp. 418–41.


  PART VI

  

  


  THE EMERGING HISTORICAL ERA


  CHAPTER NINETEEN

  

  


  The Emerging Historical Context


  And Why It’s Critical to Your Theory of Change and Your Strategy


  Okay, it’s time to get serious.


  So far we’ve talked about efficiency, public enterprise, and alternative policies. Now we need to begin to think about what these large-order issues really involve. But first let’s revisit two very big points about the developing realities.


  The first, which we discussed in part 1, is that the traditional system is in substantial stalemate. And a very significant part of that stalemate can be traced to the decline of labor (and the rise of corporate power). The old liberal system model let the corporations and elites largely own the system and hoped after the fact to use politics and reform to regulate, incentivize, and tax and spend for public purposes. That model, give or take momentary blips, is fading away.


  The evidence is in the trends we reviewed in chapter 1—trends of growing inequality, declining ecological sustainability, declining liberty, and long-increasing concentrations of income, wealth, and corporate power. The evidence is also in the dismal economy.


  Of course, the reasons behind the long-decaying trends and other systemic failings are more complicated than the dramatic decline of labor. They include globalization, racial discrimination, and many other factors (some of which we will consider a bit further shortly). There are also questions about the degree to which the model ever really worked—absent massive global-scale crisis developments like the Depression or worldwide war. The key point is simply but critically that the underlying power relationships have shifted in profound ways.


  That is why the trends are what they are.


  I know the idea that we face a fundamental fadeaway of traditional countervailing system-managing reform is difficult for some people to accept. (It certainly was difficult for me to accept when I first began to sense the painful realities!) But I don’t think we get very far until and unless we face this distasteful and difficult challenge.


  Note carefully, I didn’t say that the old progressive model was no more, nor that some important things cannot be achieved. I said it was and is fading away—which is a different thing. In my opinion we need to do whatever we can in the old way, to the extent feasible—including trying to bolster labor wherever possible. These are very difficult times, people are in great pain, and no shred of power or potential power that can improve things should be ignored. Nonetheless, I don’t think the fadeaway can be ducked. I also think lots of people know this, or sense it, but haven’t yet found words to express the depth of the problem, or of their concern.


  The second big reality we have discussed (in parts 2, 3, and 4) is that there are at least four interesting processes at work that have begun to generate different forms of change. These processes move in a direction that is not inherently corporate-dominated. Each has been creating new institutions, and might in the future create major new institutions—the critical characteristic of which is democratic ownership of productive wealth in one or another form. There are also many older institutions based on this principle that might be reinvigorated as part of a long-term rebuilding process.


  Thus …


  There are steadily building local changes, mostly developing out of stalemate, economic difficulties, pain, and frustration. These include cooperatives, worker-owned firms, land trusts, social enterprises, new forms of agriculture, B Corporations, and many, many other evolving efforts in communities across the nation. I have termed change of this kind evolutionary reconstruction to distinguish it from reform, on the one hand, and revolution on the other.


  To recall: Traditional reform assumes that the ownership of wealth will remain largely in corporate hands and relies on policy to regulate and alter the impact of corporate behavior. Revolution commonly assumes a crisis collapse and a (usually violent) takeover of corporate institutions, democratizing their ownership through radical and abrupt shifts in power. Evolutionary reconstruction also democratizes ownership, but in an evolving, institution-developing way.


  The second form of change is also different from traditional reform and traditional revolution. It involves what I called emerging checkerboard municipal and state strategies now under way that are democratizing the ownership of wealth in other very American ways, and also largely flying under the radar. They include municipal land development, municipal-owned electrical generation (and cable and Internet service), citywide efforts that capture methane and turn it into electrical power, and more. They also include state investment strategies, state land strategies, and even the investment of oil revenues on behalf of the public in conservative Alaska.


  (A reminder, again simply to file away for the moment: Many of the national policies that became the New Deal largely involved upscaling programs that had been previously incubated in the state and local “laboratories of democracy.”)


  We also discussed what I dubbed (for lack of a better term) crisis transformations. Here the idea is straightforward and comes in two variations. One involves the slow buildup of cost and other pressures—as in connection with health care—that point ultimately toward public or quasi-public restructuring as the only long-term answer. The second—as in banking—involves the impossibility of achieving adequate regulation, which in turn appears likely to lead over time to crisis problems—and potentially, thereafter, some form of public or quasi-public solution.


  Finally, we’ve considered big crisis transformations, as distinct from some of the more modest things happening at the state level (or possibly at both state and national levels). The model here builds on the General Motors and AIG takeovers, where very large bailouts took place and in the future likely will take place again. (And again? And perhaps with different long-term results.)


  Also throughout I have pointed to the development of numerous forms of green development, institutionally in projects and organizing efforts; in culture, especially locally; in city and state and national strategy; and also in politics, particularly from the ground up. This development has dovetailed, too, with a growing interest by some entrepreneurs to push the envelope on social responsibility through triple-bottom-line efforts, impact investing, and related strategies.


  The central question now is whether any of this might add up to anything serious—whether it might offer a significant way forward. And one way to get at the question is the following:


  If the kinds of conditions that have produced the quietly developing evolutionary reconstructive trends, the checkerboard municipal and state ownership efforts, the crises that appear to be emerging in connection with banking and health care, and the large crises that have already created de facto nationalizations were complete aberrations—highly unusual, temporary, momentary bits of history—then probably the kinds of evolutionary, checkerboard, and other institution-changing processes could be understood as marginal, even inconsequential.


  If, on the other hand, the kinds of painful, ongoing economic and political realities that have produced such developments in the past are likely to continue—and, indeed, if they were to define the dominant political-economic contextual reality of the future—then in all probability the kinds of processes we have discussed throughout part 2 would also likely continue.


  Even more may be said: They could potentially be aided and abetted at some point by a much more self-conscious and explicitly strategic political awareness that such processes matter.


  Indeed, matter a great deal.


  Put another way: Evolutionary reconstructive change, on the one hand, and temporary and occasional crisis transformations, on the other, might become strategic political ideas rather than random developments and events.


  To say nothing of checkerboard municipal and state efforts and big crisis transformations.


  And all of this taken together might slowly begin to displace current institutional arrangements, build constituencies, and help build up new institutional sources of progressive political power.


  Maybe!


  I need to say a bit more about this so that my meaning is clear and the implications explicit.


  First, the idea that the overarching social and economic environment is important—or, to be precise, the emerging historical context in which change will or will not occur is important—is a central idea not only of this book, but of any serious theory of change. That includes the one you, dear reader, embrace with all your conscious and unconscious might—including, for some, the idea that America is in such decline that nothing serious can be done.


  Second, we are all forced to make judgment calls about what our reality really may allow, and what accordingly it makes sense to do. There is also no escape from the “maybe” problem. Since no one knows the future, we are all required to make our best guess (or informed assessment)—and then act. “You pays your money and you takes your chances.”


  For the most part, most people aren’t clear about the necessity for explicit and informed judgments about the possibilities and the challenges ahead. Rather, most simply unconsciously remember the future (to recall historian Lewis Namier’s insightful formulation). Their theory of change and their expectation of the emerging historical context are based on assumptions they have taken from the past about how change occurs in general—which they (usually unconsciously) project forward.


  Which, of course, is what all traditional theories do: “Since we got reform the old way in the past, we can do it again,” we might say. “All we need to do is reinvigorate the old ways through new efforts.”


  Let me again be clear: This way of proceeding—remembering the future—is very important. It often works successfully for long periods of time.


  Nonetheless, the old way of proceeding is now coming slowly but steadily to an end. Which is to say remembering the future (even if you bolster it with traditional politically focused movement building) is unlikely to cut it, important as this all nonetheless is.


  Nor will simple-minded (know it for sure) doom and gloom.


  Nor does ill-defined, rhetoric-heavy use of the term revolution help.


  So, going forward, given the fading away of traditional strategy, either there is likely to be no serious option . . .


  . . . or some other way must be found.


  And to get serious about some other way—about evolutionary reconstruction, checkerboard strategies, and crisis transformations at different levels of scale, and above all about democratizing ownership slowly throughout the system—we would have to offer reasons to believe that the processes described throughout parts 2, 3, and 4 might well continue.


  Which is to say, we would have to understand why the emerging historical context might allow or favor this other way.


  And why the emerging historic context might also continue to permit (or stimulate) the buildup of new forms of ownership both in practice and in the minds of lots of people as a real possibility.


  Also maybe even begin to help create ideas about political strategy that might move such possibilities forward powerfully if the conditions that were producing the new forms of change continued.


  And to do all this, step by step, as the system in general continues to flounder, creating not only great pain but disillusionment with the old ideas, a moral sense that something is powerfully wrong, and hunger for new ideas.

  


  Now, obviously, the next step in the argument is to suggest to you precisely why I think the emerging historical context has the potential to nurture and support the new forms of change in an ongoing and powerful way.


  Or might do so if we got serious about change that is deep enough to open up new political options and new ways to build power for those concerned about the direction the nation is taking, and might take.


  CHAPTER TWENTY

  

  


  Two Dogs That Are Unlikely to Bark Again


  The first and in many ways the most important thing to notice about the emerging historical context is that we are not likely to experience anything like the powerful shifts that allowed for—indeed, in many ways produced—the two massive, society-shaping eras of modern progressive change.


  I’m talking, of course, about an economic collapse on the scale of the Great Depression, which made the New Deal possible, or a war on the scale of World War II, which not only brought the US economy back from its Depression-era brink but paved the way for the postwar boom era of great progressive achievement.


  Another Great Depression–scale collapse is unlikely for five simple but basic reasons:


  •The size of ongoing government spending stabilizing the economy is simply much, much larger than it was at the time of the Great Depression. Modern government spending now stands at roughly 30 to 35 percent of the economy.1 This is three times the government share of the economy in 1929, when the Great Depression began.2 The economy may decline rapidly, but such large and stable spending provides a much higher “floor” holding the system up when times are bad than was available during the 1930s.


  •There are a number of built-in economic stabilizers—spending that ramps up to help offset the decline when recessions begin to get under way. Among the most obvious are unemployment insurance, income security for veterans, and food stamps (the Supplemental Nutrition Assistance Program). Even conservative politicians have added to such programs in recent years when the going got tough. In 2008 President Bush, with the support of both Republican and Democratic legislators, signed an Economic Stimulus Act that included $152 billion in tax rebates and incentives.3 More recently, in December 2010, President Obama and congressional Republicans agreed on a deal to extend federal unemployment benefits as part of a compromise that also saw the Bush tax rates extended.*4


  •We now know a great deal more about how the economy works than we did eight decades ago, in 1929. Even many conservative economists agree that more rather than less government spending is called for when things get really bad. Indeed, conservative economist Martin Feldstein, chairman of the Council of Economic Advisers under Ronald Reagan, criticized the Obama administration for not proposing a larger stimulus program. “Both its size and structure were inadequate to offset the enormous decline in aggregate demand,” Feldstein wrote in 2011.5


  •There has been a sea change in politics. The American public now holds that political leaders have a responsibility for making sure the economy works—or at least does not totally fail. Recessions and depressions were once thought to be like the weather, something you had to endure. Dealing with them—at least in some way—is now understood to be the job of government and government leaders. A very heavy political price can be paid by any politician who fails ultimately to deal with massive economic pain.


  •Perhaps most important, when push comes to shove major corporate leaders now also support action to counteract truly major economic contractions. In January 2009, as Congress was gearing up for a vote on his $787 billion stimulus plan, President Obama received strong backing from major corporate leaders—including those of IBM, Honeywell, Google, Motorola, and Xerox.6 “The business community needs action now . . . ,” Google CEO Eric Schmidt declared. “It’s time for government action.”7 Bruce Josten, chief lobbyist of the staunchly conservative US Chamber of Commerce, also backed the effort: “President Obama and Congress are right to take swift and bold action on the stimulus.”8


  Even so conservative a president as George W. Bush authorized massive government intervention (as you’ll recall) out of fear that “this sucker could go down.”9 Asked if he was worried about being the Herbert Hoover of the twenty-first century, he declared: “I’m a free market guy. But I’m not gonna let this economy crater in order to preserve the free market system.”10


  I need to make a stop here—a full stop—to make sure I am not misunderstood.


  The above facts and arguments do not mean that politicians are willing and able to manage the economy successfully, or that the best of all possible worlds can be achieved by political decision making of the kind we now get or are likely to get.


  Quite the contrary.


  What I am suggesting is a simple, limited, but extremely important point: Truly massive—and sustained—economic collapse of the kind that opened the way for unusual and far-reaching policy change in the decade of the 1930s, though not impossible, is no longer as likely as it was in the first third of the twentieth century.


  This is emphatically not to say that great recessions, ongoing economic pain, stagnation, and high unemployment may not occur for long and extended periods of time. Indeed, as we will shortly explore, precisely such a reality—something like a continuation of the most recent decade’s experience (give or take an up- or downtick)—appears to be highly likely.


  But such an emerging historical context is very, very different in its political impact and meaning from that of a dramatic and extended Depression-scale collapse of the kind that opened the way politically to the New Deal.


  Nor are we likely to experience the kind of massive world war that not only led the nation out of the Great Depression but paved the way for the extraordinary follow-on postwar boom that set the terms of reference for the second great modern era of progressive change. As we have seen, World War II brought with it an extended period of destruction for global economic rivals, increased spending on goods in our own economy to help former enemy nations get on their feet, and the deferred spending of wartime savings, or war-related programs like the GI Bill, which both supported veterans who wanted to go to college and stimulated the economy. The “boom” was the greatest period of economic growth in the entire twentieth century.


  As we look to understand our emerging historical context, however, it is clear that the economy-stimulating realities that can flow from truly massive war are unlikely to create the kind of unusual conditions that permitted the boom era of progressive politics.


  There is one profound and fundamental reason why: the advent of thermonuclear weapons. We may well destroy ourselves, along with much of the rest of the planet, if we engage in worldwide war. The kind of wars in which millions of men and machines fight for contested land areas (and in which nearly 40 percent of the US economy is devoted to war, as it was at the height of World War II) are simply no longer likely.11


  Not when the main contenders have thermonuclear weapons.


  Nor, it appears, are what might be called significant-scale small wars as likely to play a significant role in supporting the economy as they did in much of the second half of the twentieth century. The facts here are also dramatic.


  Though large in absolute scale, the overall trend of military spending as a percent of the economy has gone down dramatically, on average, over the decades that began with the Korean War in the 1950s through Vietnam, Iraq, and Afghanistan. Such spending as a percentage of GDP was:


  •10.4 percent during the 1950s (peaking at 14.2 percent during the Korean War)


  •8.7 percent during the 1960s (peaking at 9.4 percent during the Vietnam War)


  •5.9 percent during the 1970s


  •5.8 percent during the 1980s


  •4 percent during the 1990s


  •3.8 percent during the 2000s.


  It stands currently (2011) at 4.7 percent and is projected by the Office of Management and Budget to decline to 2.9 percent by 2017.*12


  Military spending as an implicit way to support overall levels of employment, in short, also seems clearly to be on the decline. And it also appears—though it is obviously impossible to predict—that the American public is becoming less and less willing to send its sons and daughters to fight in what might be called significant-scale small wars.


  Another way to understand the implications of these trends is to observe that by far the most important thing about the context that shaped the last several decades—the decades of growing inequality and social and economic pain, and also of the odd kinds of institutional developments explored in parts 2, 3, and 4—was (in a variation of Sherlock Holmes’s famous insight) that two very big dogs simply did not bark.


  These were times when neither of the two extraordinary system-jolting events of the twentieth century—massive depression and world war—occurred again. The earlier frame of reference for shifting politics, and our economy, in powerful and dramatic ways no longer applied—a reality that remains all but certain to continue for the ongoing era we are entering.


  Such a judgment does not, of course, offer answers to many, many other questions about the emerging historical context.


  It is, quite simply, a place to begin any serious analysis.


  *As we has seen, unemployment benefits were also extended (for one year) in the January 1, 2013, compromise legislation that made most of the Bush tax cuts permanent and increased tax rates for those making more than $400,000 (or $450,000 for couples).


  *Note that in different economic times this would be lower. The 4.7 percent is high due, in part, to the low (recession-related) GDP denominator of the defense/GDP fraction.


  CHAPTER TWENTY-ONE

  

  


  Stagnation and Punctuated Stagnation


  The considerations outlined in the previous chapter suggest an even deeper difficulty that a number of important economists have begun to contemplate—namely, the possibility of a continued pattern of faltering economic growth, or what several now call stagnation, a term that suggests ongoing high unemployment and uneven, slow, and unsatisfactory economic forward motion, punctuated only occasionally by small upward gains.


  The judgment is not to be taken lightly. Traditional economic theory holds that although the economy may experience up-and-down swings, it always resumes significant positive growth. That has, for decades, been a comforting thought for many. But that traditional theory no longer seems to hold. Rather, the judgment that we may have entered an era of stagnation suggests continuing economic decay with only minor ups and downs around a faltering longer-term trend.


  In his book From Financial Crisis to Stagnation economist Thomas Palley, for instance, argues that “there is a high likelihood the Great Recession will be followed by the Great Stagnation.”1 Specifically, “the unemployment rate will remain high, wages will stagnate, and a general sense of economic disquiet will prevail.”2 Another book titled The Great Stagnation by Tyler Cowen became a 2011 best seller as the central theme resonated with the experience of very large numbers of Americans.


  A critical element in the stagnation forecast is intimately related to the problem of growing economic inequality. The difficulty is that low- and moderate-income Americans spend a far greater share of their income than the rich and the very rich, thereby (in normal times) stimulating the economy when they make their purchases. When income becomes more and more concentrated at the top, however, the rich and very rich simply cannot (and do not) spend as great a percentage of what they get. Instead, they save—a useful thing to do in general, except that this also means that the purchase of goods and services declines, and with it economic growth.


  As we have seen, the income share of the top 1 percent has gone from roughly 10 percent of all income to roughly 20 percent over the last thirty years. The share of everyone else has gone down, with the inevitable resulting decay in consumer spending.3


  Nobel laureate Joseph Stiglitz minces few words: The relationship is “straightforward and ironclad: as more money becomes concentrated at the top, aggregate demand goes into a decline. Unless something else happens by way of intervention, total demand in the economy will be less than what the economy is capable of supplying—and that means that there will be growing unemployment, which will dampen demand even further.”4


  Another well-known economist, Dean Baker, underlines how dramatically things have changed since the era of postwar boom: In the “1950s, 1960s, into the 1970s, where you had productivity growth, very good in fact, that was passed on in wage growth pretty much up and down the income ladder, that led to increased consumption, increased demand; therefore increased investment, more productivity growth, etc., etc. That really broke down in the 1980s.”5


  Former labor secretary Robert Reich, focusing also on what changed, brings together a number of key factors in his assessment of the emerging reality. All have contributed to the declining wages and reduced purchasing power that are at the heart of the stagnation problem.


  First, wages have been undermined both by global competition and technological change. Second, there has been a breakdown in three mechanisms that traditionally buffered the system:


  •Although increasing numbers of women went to work to add to family wages during the postwar era, this trend has now gone about as far as it can go.


  •Although workers put in more hours when they could, to receive additional pay, this also is no longer feasible given the reduced demand for labor.


  •Although families borrowed to keep up purchases, they have also now reached the limit of what is feasible.6


  The resulting decaying trend in family income and purchasing power has been all but impossible to deal with through the kinds of economic stimulus and other policies that are politically feasible. And the problem of political feasibility is itself made more difficult, Paul Krugman suggests, as growing inequality also works to weaken the political power of low-income groups (and, accordingly, their support for government spending programs to stabilize the economy).7


  There are even further challenges—especially involving global trade.


  Not only have America’s traditional competitors long since returned to do battle in global markets, but increasingly very-low-cost producers—most important, China—have penetrated American markets. The challenges are more severe than are commonly understood. When considering jobs lost to China, we usually think only of low wages now earned by Chinese workers building cars or assembling iPhones at wages of $1.50 to $2.20 per hour (there are almost a million producing iPhones alone).8 Though extraordinary, this is no longer the only difficulty. Apple also employs thirty thousand Chinese engineers, and engineers earn $41 an hour in the United States but only $6 in China and $4 in India.9


  The once prevalent dream that the United States could win a global trade war by keeping ahead of the game educating engineering and other specialists is also fast becoming a nightmare. Indeed, China is now accelerating beyond the US in connection with solar and other renewable energy technologies.


  In theory, it would be possible to enact legislation that would allow the federal government to put the economy into high gear through large-scale infrastructure, education, and other investments. That could offset the faltering demand caused by growing income inequality, on the one hand, and by challenges in global markets on the other.


  However, in practice it is no longer politically possible to undertake large-scale Keynesian policies of this kind. On the one hand, the powerful labor-backed Democratic majorities that once made this possible have lost their ability to enact large-scale programs. On the other, the election of intensely conservative Republicans, especially to the House of Representatives, has created blocking power for any major new spending programs.


  The result, to repeat, is not collapse, but rather an odd form of painful stagnation—the hallmark of which is economic decay, with occasional significant downturns and (at best) modest and temporary upticks around a sickening, uncertain, and debilitating norm.*


  There is a further set of difficulties as well, one that suggests we’re entering an era not only of stagnation (give or take a major or minor economic uptick), but also of what might be called “punctuated stagnation,” by which I mean a time in which major economic jolts regularly impact the economy, further intensifying the underlying difficulties.


  By now it should be obvious that financial crises, both domestic and international, are part of our “new normal.” You only have to go back and read the predictions of Nouriel Roubini, Simon Johnson, and Mark Mobius in chapter 13 to understand that all manner of serious economic thinkers believe we’ll continue to face economic crashes until we address the fundamental system flaws that cause them.


  But another problem is that we are also likely to experience massive economy-jolting price explosions in connection with a number of critical commodities, especially energy and key grains. “Oil markets will inevitably feature large and unavoidable price swings,” observes Daniel P. Ahn of the Council on Foreign Relations, “and must be accepted as a natural feature of life.”10 Maria van der Hoeven, executive director of the International Energy Agency, stresses: “What has changed is that prices have risen significantly since 2002, so that a few percentage points up or down now represent multi-dollar swings.”11 And a British government report warns: “Global energy demand . . . is projected to increase by 45% between 2006 and 2030 and could double between now and 2050. Energy prices are projected to rise and become more volatile.”12


  Such price spikes impact the US economy in two powerful ways. First, and self-evidently, they increase costs, contributing to inflation. Second, by increasing the cost of everything from gasoline to food they also drain away spending from other sectors, contributing to unemployment.13 A 2011 study by the Consumer Federation of America found that a $30-per-barrel increase in the price of oil resulted in a $200 billion reduction in consumer spending.14


  War or even the threat of war—especially in oil-producing regions—can intensify and exacerbate the underlying price volatility problem. In early 2012, for example, war-related fears concerning Iran drove prices above $125 a barrel.15 Natural disasters, such as the earthquake that led to the partial meltdown of Japanese nuclear facilities in Fukushima, can also cause oil prices to spike. Together the 2011 “Arab Spring,” the temporary disruption of Libyan oil supplies, and the Fukushima accident in Japan brought global oil prices to a record annual average of more than $100 per barrel for the first time ever.16


  World food prices, driven by increasing population, climate change, and limits to the availability of arable land, have also become increasing volatile. There have been three significant global food price spikes in the last six years alone (2007–08, 2011, 2012).17 There is a strong likelihood that food crises will recur with greater frequency in the future (especially as global warming continues). The highly regarded research arm of Deutsche Bank states: “Spikes in food prices are expected to occur with increasing frequency in the future . . . intensified by climate change.”18


  Again, these problems are not likely to be easily solved in the new economic context we are entering. A growing global population (and wealth) has been steadily increasing the demand for food, even as resources are diminishing, soils are becoming depleted, and climate change is creating increasingly intense competition for water and land. Yields of rice and wheat—two of the world’s most crucial staples—have been rising more slowly than demand. Shortages of key grains and high food prices can also contribute to explosive social and political challenges. More than sixty food riots occurred in thirty different countries in 2008 alone. Several analysts point to food price spikes in 2011 as important factors related to the Arab Spring protests and changes of government in North Africa and the Middle East.19


  And we haven’t even mentioned, yet, the impact of financial speculation in the world’s energy and food markets. Suffice it to say that when investors attempt to profit off price fluctuations for these commodities, the impact of underlying shortages can multiply, creating even greater havoc.


  In addition, certain rare earth elements and other less well-known minerals of special importance to modern electronics, medical devices, and modern automobiles are highly concentrated in a few countries. While the list includes Australia, South Africa, Brazil, Malaysia, Malawi, Russia, the United States, and India, it is dominated by China, estimated to hold half of the world’s rare earth minerals and currently producing 97 percent of the global rare earth supply.20 But as China looks to its own industrial future, it anticipates decreasing exports and increasing its consumption. The possibility that supplies can be cut off by political decision, especially if and when inventories for domestic consumption begin to run low, is another area of potential disruption.


  Finally, some highly respected economists like Northwestern University professor Robert Gordon hold that we have run out of the productivity gains traceable to the last major round of high-power technological inventions—and that there is no reason to assume that a new burst of large-order inventions will automatically occur. If so, this would further complicate the stagnation forecast by reducing the underlying capacity of the economy to generate real income growth.21


  The bottom line:


  All things considered, economic and social pain are likely to deepen and persist. But as they do, they are also likely to produce precisely the kinds of conditions that, as we have seen, have been critical drivers for various forms of democratization—of ownership, of wealth, and of institutions. The challenge is to develop a system-changing strategy that can not only end the downward spiral but build forward on such possibilities and give rise to something different, something entirely American.


  * Scholars in the Marxist tradition like the late Paul Sweezy long have held that absent major technological inventions, stagnation is the normal pattern of advanced capitalist nations. The argument—which emphasizes a different mechanism (the ability of large corporations to extract purchasing power through quasi-monopoly practices)—has been refined in a recent book by John Bellamy Foster and Robert W. McChesney, The Endless Crisis: How Monopoly-Finance Capital Produces Stagnation and Upheaval from the USA to China (New York, NY: Monthly Review Press, 2012).


  CHAPTER TWENTY-TWO

  

  


  The Logic of Our Time in History


  And What That Means for the Next American System


  Yes, some form of change unique to our time may be possible. Yes, we need to look around and forward, not backward, to create it. And, yes, a great deal depends on the national and global factors we just discussed.


  But other major factors are also powerfully impacting the emerging historical context. Factors that will also make it extremely difficult to achieve traditional solutions (rather than gestures) that respond to the scale of the many, many problems we face now, and the many more we are likely to face. Factors that also suggest the possibility of an entirely new political reality.


  Take, for example, the Supreme Court’s 2010 Citizens United decision, which has added enormously to the corporate-dominated system’s capacity to block solutions to a number of critical social, economic, and environmental problems. The court’s finding that unrestricted amounts of money can be contributed by corporate “persons” to affect politics, and its clarification that money spent on advertising by such “persons” is “speech” protected by the Constitution, opened powerful new flows of highly conservative political funding. A recent study tracking money in politics by the Center for Responsive Politics found that “business interests dominate, with an overall advantage over organized labor of about 15-to-1.” Between 2009 and 2010 contributions by corporations and other businesses totaled $1.36 billion compared with a modest $96 million from labor groups.1


  It is also clear that as time goes on, and as labor unions continue to decline, the politically important financial imbalances are likely to worsen—to say nothing of the fact that as the need for systemic change intensifies, those holding power and purse in the old system will likely up the scale and sophistication of their efforts to resist it.2


  The faltering system’s underlying difficulties will also be further intensified, going forward, by profound fiscal challenges. Indisputably, projected costs (especially of health care) will put enormous pressure on the federal budget—and further pressure, too, on political decision making involving the expenditure of funds. On its current course, the Congressional Budget Office projects federal spending could rise from 24.1 percent of the economy in 2011 to 35.7 percent over the next twenty-five years.3 (In the absence of large-scale tax increases, such spending could produce deficits in the range of 17.2 percent of GDP and debt of around 200 percent of GDP.4)


  Which means—quite apart from congressional deadlocks, growing fights between liberals and conservatives, and the like—the political capacity to allocate funds to deal with new problems as time goes on will be severely, not marginally, limited, no matter who holds office, and even assuming some partial successes in altering the developing fiscal trajectory.


  Political journalist Thomas Edsall observes:


  We’re entering a period of austerity, far different from anything we’ve ever seen before.


  With resources shrinking, the competition for them will inflame. Each party will find itself in a death struggle to protect the resources that flow to its base—and, since the game will be zero-sum, each will attempt to expropriate the resources that flow to the other side. This resource war will scramble our politics. Each party will be forced to dramatically change its calculus and remake its agenda.


  And if you thought our politics had grown nasty, you haven’t even begun to consider the ugliness of the politics of scarcity.5


  Economist Jeff Faux adds: “An extended era of low wages and austerity will continue to undercut the New Deal institutions—trade unions and public-safety nets—that provide American workers with protection from assaults on personal dignity from dog-eat-dog job competition . . . With these protections gone or greatly diminished, class lines will harden and social mobility in America—already below that of many other advanced nations—will decrease further.”6


  It is difficult in the extreme to grasp the possibility—embrace and understand fully the likelihood—that we may be entering a many-decades-long period in which the dominant reality is one of erratic growth, punctuated stagnation, commodity inflation, substantial political stalemate, and decay. Give or take an occasional political or economic uptick moment, that, however, appears to be the most likely long-term context in which the next era of political-economic change will be forged.


  It is possible that the deteriorating deeper conditions will simply continue; that decay and more decay may be the result of ongoing political-economic failure; that like Rome our nation may simply be unable to come to terms with the challenges it faces.


  On the other hand, conditions like these over the last several decades have steadily fostered the development of the many wealth-democratizing, institution-building changes now under way around the nation. As conditions worsen and as the lessons of new advances are passed along, it is likely that the pace will increase on its own—and potentially could intensify if a coherent strategy is developed and implemented. The key lines of ongoing development and vectors of potential strategic change include:


  •Evolutionary reconstruction—including the development of local cooperatives, worker-owned companies, neighborhood corporations, land trusts, social enterprises, B Corps (and other sustainable businesses), and many other community-based forms.


  •Checkerboard municipal and state development—including public land development and ownership, municipalization of utilities and Internet services, land trusts, sustainability planning and related public energy strategies, use of direct municipal and state investment strategies, et cetera.


  •Crisis transformations—including especially state and national banking initiatives and moves toward state and ultimately national single-payer health programs.


  •Big crisis transformations—including the possible nationalization of certain firms following the GM and AIG precedent, and potentially ultimately moving over time toward public, public-worker, or quasi-public national or regional Tennessee Valley Authority–style and related ownership forms.


  How far such processes might develop as the pain deepens is clearly an open question—one that is intimately related to other lines of ongoing political development that the new era might give rise to.


  And herein lies one of the biggest challenges. Even people with a shared vision for social, political, environmental, or financial justice commonly choose to travel many different paths toward change. That diversity can work both for and against the shared visions, and a number of longer-term approaches and possible outcomes:


  Option Number One


  Some observers offer what they hope may be a politically viable way out of the pain and a context that is likely to intensify the long decaying trends. The respected political analyst Ruy Teixeira, for instance, holds that growing numbers of minorities, especially blacks and Hispanics, and growing numbers of women and educated professionals are likely to produce increasing Democratic majorities over time. In Teixeira’s view: “All this adds up to big change that is reshaping our country in a fundamentally progressive direction.”7 Others hope that divisions within the Republican Party may open the way to new possibilities.


  But the question we face is not simply whether Democrats or even progressives can be elected. Commonly lost in predictions based on demographic changes and Republican divisions is that the question of who is elected (and even the question of whether they can do something useful) is radically different from the question of whether the decaying long trends, and the challenging economic management problems emerging throughout the system, can be dealt with.


  Put another way: Given the underlying and ongoing changes in institutional power balances, the deepening economic difficulties, the growing fiscal crisis, and the Supreme Court’s Citizens United decision there is little reason to believe such changes, important as they are, will easily be translated into a force sufficiently powerful to alter the long-decaying income, wealth, climate, and other trends even if the balance of party affiliations in Congress (and their relative political views) begins to shift.


  Option Number Two


  It is “possible,” to state the hope of many others, that a massive and far-reaching populist or progressive form of political movement building, along with new labor organizing strategies, will produce a renewal of traditional reform capacities in ways that may achieve more than modest gains—in other words, that, again, may actually begin to alter the downward trends. Such movement building is good and useful no matter what. The question lies in how far down the road traditional reform strategies can take us, and what a serious movement needs to embrace to create trend change, to say nothing of larger systemwide change. Demonstrations, sit-ins, direct action, civil disobedience in relevant cases, labor–community alliances, and the like are important, but they are unlikely on their own to achieve trend-altering change in the face of the deepening systemic crisis—especially given the decline of traditional unions, the institutions that have historically given weight and muscle to progressive movement efforts.


  In a variation of older “pendulum-swing” and “cycle” theories of history, some progressives all too easily cite late 19th- and early 20th-century populist- and progressive-era gains in the hope that these provide precedents for our own time in history. But many forget that populism, in fact, was largely defeated in its major policy proposals, and that despite important regulatory and other gains, progressive-era achievements were of a radically different order. The federal government was a mere 3.7 percent of GDP (compared with 24.1 percent in 2011)—even after most of the gains traceable to the progressive era and World War I’s impact on political-economic change had been incorporated into public policy.* 8


  To repeat, none of these considerations suggest that reform efforts and progressive movement building should be abandoned. Quite the contrary; both are extremely important. The critical challenge is to find a way, as we move ever deeper into a much more profound systemic crisis than many have as yet confronted, to dig much deeper in the quest for a new way forward than we have previously been forced to do. The challenge is to begin to deal directly with the core issue of how wealth is owned and controlled at the heart of the system.


  Option Number Three


  It is also possible that in addition to traditional progressive movement-buildingefforts, new strategies created especially by the young, by new environmental activists, by Occupy Movement activists, by progressive new business groups like the Business Alliance for Living Local Economies (BALLE) and American Sustainable Business Council, along with the many others who are beginning to coalesce in the New Economy Movement, will add new energies and a different kind of developing thrust to a larger movement-building effort. Especially important are localist efforts, and building from the bottom both economically and ecologically to achieve greater local resilience.


  Again, important as such a direction is—and important as it is to build wherever possible—the power of such activism to address some of the large-order system-driven trends, and especially those involving climate change, is also all but certain to be severely limited unless and until it becomes possible to fundamentally alter the underlying institutional and systemic power imbalances and the growth-driven corporate institutions that both continue to produce the ongoing trends and stand in the way of change. And this, in turn, requires a much deeper approach, side by side with such efforts.


  Option Number Four


  It is also possible that the growing social and economic decay will lead to one or another form of violence on either left or right (or both), even over time to domestic terrorism from one or more directions. Explosions of urban unrest like those of the 1960s may well occur again as the pain deepens. It is also a mistake to forget that even more threatening possibilities may develop elsewhere in the system: The 1995 Oklahoma City bombing of the Alfred P. Murrah Federal Building was committed by an angry white terrorist, Timothy McVeigh.


  If there is violence, there will also be repression and—depending upon which party is in power and the precise circumstances—the already deepening trends of ever-declining civil liberties are likely to be intensified. It is accordingly also possible that this logic may lead to what the late Bertram Gross termed “Friendly Fascism” or to a corporate state in which civil liberties and democratic processes are subverted as politicians exploit fear in the wake of violence.


  (On the other hand, even massive repression almost certainly does not end the challenge. The dictators who dominated Latin America for many decades have disappeared in most countries—and progressive groups, once suppressed and tortured, are building anew. Their determination to continue to build through even very dark times stands as a reminder of what is also possible, and what might become necessary in the challenging historical context we may face.)


  Option Number Five


  It is also possible that the quietly developing wealth-democratizing, institution-building trends reviewed throughout parts 2, 3, and 4 will continue to build in scale and power over time, decade by decade, precisely because of the pain of the emerging historical context—and that as a result such institutions might begin in critical areas to slowly displace corporate institutions at the same time they slowly create new political constituencies. The developing longer-term processes might thereby (minimally) begin to achieve steadily expanding institutional capacities to bolster traditional progressive movements—and in turn such movements might ultimately help enact policies to nurture and expand the developing wealth-democratizing institutional thrust.


  If so, although the resulting longer-term, decade-by-decade development path would not serve to replace the institutional power of the labor union in progressive strategy, it could slowly help create institutional alternatives and new associated constituencies that might help strengthen a revised strategy. First, it could provide alternatives to the corporation as the only significant choice for local municipal economic development. Second, it could slowly displace corporate institutions in a number of key areas we have reviewed (for instance, state single-payer health insurance, electric power development, large-scale banking in crisis, possibly national health insurance over time, plausibly other major corporations over time). And third, it could help create new institution-shifting ideas of what must ultimately be done, and how longer-term strategic approaches might be changed so that, when the opportunity arises, developments nurtured in the local, state, and in part national “laboratories of democracy” might one day be available for further, larger-scale implementation.


  An obvious conclusion is that it is important to build forward on all fronts, over time, steadily—and in particular to self-consciously advance new wealth-democratizing, institution-building strategies that may add new forms of power, along with new vision, to a politics of reform. Over the long haul such a direction could help forge—slowly, agonizingly (and in significant part precisely because of the ongoing systemic failures)—new institutional foundations and related political efforts that might become sufficiently powerful to begin to alter the downward-moving direction of the great social, economic, and environmental trends that now define the decaying pattern of the corporate-dominated system. Even possibly to create some elements of a new “mixed” economy more favorable to progressive concerns.


  And with all this, too, we might also begin to see the slow development of a new vision and wealth-democratizing culture and movement capable of beginning to challenge the dominant hegemonic ideology.


  Which leads, of course, to a final option—and potentially a more comprehensive and effective way forward:


  A strategic and self-conscious decision by committed activists to further an ongoing and longer course of institution-changing action—one linked to ongoing movement-building politics and explicitly understood as a way to potentially begin to lay the necessary groundwork for something more.


  * The modest size of the modern American welfare state compared with that of many European nations also reminds us of the weakness of traditional American reform capacities—even without considering the decline of labor and other fast-growing modern challenges. Among the factors commonly cited to explain our much weaker state-managing politics are racial and ethnic divisions, a complex history of immigrant rivalries often exploited by conservative forces, the huge scale of the nation, the absence of feudalism, and the fact that the United States did not experience massive war on its own territory during the twentieth century—a force (as the late historian Tony Judt powerfully demonstrated in his book, Postwar: A History of Europe Since 1945 [New York, NY: Penguin Press, 2006]) that helped pull together the modern welfare states and political-economic capacities of many European states.


  PART VII

  

  


  CONCLUSION


  CHAPTER TWENTY-THREE

  

  


  The Prehistory of the Next American Revolution


  Toward a Community-Sustaining System


  History has a way of surprising us, especially in times when serious change seems impossible. The modern civil rights movement, the feminist movement, the gay rights movement, even the modern conservative movement (which was modest in the early postwar era), all rose to major power without benefit of pundit prediction. Indeed, the success of all these movements was quite contrary to the conventional wisdom at the time, which held that nothing serious could change.


  Nor did anyone predict the Arab Spring revolutions in the Middle East, or the radical shifts in power that have overthrown conservative and authoritarian governments throughout Latin America in the last two decades. Farther back, how many people in 1989 predicted that the Berlin Wall would fall, or that within two years the Soviet Union would dissolve, or that within five years apartheid would finally end in South Africa?


  The American Revolution itself stands as a reminder that a small and totally outgunned group of determined people could defeat the then most powerful empire in the world.


  I am no utopian; I am a historian and political economist. I am cautious about predictions of inevitability—including the assumed inevitability, dictated from on high, that nothing fundamental can ever change.


  It is possible—indeed, perhaps likely—that at some point the pain, tensions, loss of belief, and anger building up in America will lead to something far more explosive and transformative than business-as-usual politics. And it is our responsibility—yours and mine and other Americans’—in advance of such a time to openly consider what might make sense, how to proceed, and what our role in the matter might be.


  The place to begin is with the profound challenge now confronting us in connection with the truly fundamental American values—equality, liberty, and democracy; and with the ongoing loss of belief in the corporate system’s capacity to achieve and nurture these values, not to mention those involving global sustainability. I am not talking, simply, about the need to address social and economic and climate change pain, as important as they are. I am talking about addressing something much deeper.


  A nation that proclaims a creed based on centrally important values but continues to violate them in practice is setting itself up for challenges much more serious than the problems of “normal” politics. If the trends continue to decay—and there is every reason to believe that most, in fact, are likely to—we will clearly be entering what social scientists term a “legitimation crisis”: a time when the values that give legitimacy to the system no longer can, in fact, be achieved by the system.


  The late Seymour Martin Lipset and William Schneider, cautious researchers studying the loss of belief in American institutions during the 1980s at a time even before the economic and social pain had begun to deepen, concluded:


  The situation is much more brittle than it was at the end of the 1920s, just before the Great Depression, or in 1965, immediately preceding the unrest occasioned by the Vietnam War and the outbreak of racial tension . . . The outcome could very well be substantial support for movements seeking to change the system in a fundamental way.1


  Their conclusion, though premature, stands as a warning—and a challenge—to our own time. At minimum it is another reminder of the importance of considering strategies beyond the usual political routes to change—an “Option Six,” if you like.


  Put another way, the deepening difficulties also suggest the possibility that we may now be well into the prehistory of the next American revolution, that Option Six may ultimately involve longer-term changes much greater than many have contemplated. It is never possible to know in advance what may or may not occur. Nonetheless, such a time is a time when it is also our responsibility to begin to consider the fundamental question of how a “next system” might and should be organized, a time to begin to explore new ways to achieve the great American values that can no longer be achieved by the dying system.


  Understood in this larger perspective, the various efforts under way that offer the possibility of democratizing the ownership of wealth may not only help bolster traditional progressive political strategy, but also help lay down critical building blocks for something far more fundamental.


  Which also means it is time to begin to get serious about the question: If you don’t like corporate capitalism and you don’t like state socialism, what do you want? It is time to throw off the blinders that suggest we must always and forever be constrained by systemic alternatives whose main lines of development can be traced back more than a hundred years—indeed, far longer back in historical time. That the question may be of more than passing interest is also suggested by the fact that the words capitalism and socialism were the most-looked-up words in the Merriam-Webster online dictionary in 2012.2


  A good way to start answering the question is to confront the profound challenge of community, and its practical requirements and systemic implications. The institutional requirements of community pose fundamental issues that neither corporate capitalism nor state socialism ever took seriously. The critical point of departure is the question: Can you ever have Democracy with a big D in any system if you don’t have democracy with a small d in the actual experience and everyday community life of ordinary everyday citizens?


  Especially at a time like ours when corporate power and money dominate?


  I’m talking about genuine democracy, not just voting. Real participation, the kind political theorist Benjamin Barber calls “strong democracy.” The kind where people not only react to choices handed down from on high, yea or nay, but actively engage, innovate, create options—and also decide among them.


  There are increasing numbers of experiments with what this means—some that we’ve visited in earlier chapters, and many others in the United States and around the world that point to a new direction, building from the bottom up. In such efforts the outlines of a very different, more vital, more engaged democracy for the next system are beginning to be forged, developed, expanded—starting in specific communities.


  There are also new, related theoretical outlines being generated by our leading scholars. The president of the American Political Science Association, Harvard professor Jane Mansbridge, writes: “Without an extensive program of decentralization and workplace democracy, few people are likely to have the political experiences necessary for understanding their interests.” As she also observes, “They are most likely to come to understand their real interests in a small democracy, like a town or workplace, where members make a conscious effort to choose democratic procedures appropriate to the various issues that arise.”3


  Other scholars—including Barber, Stephen Elkin, and Robert Putnam—have elaborated on similar themes. The spirit of such a vision, however, can be traced back to Alexis de Tocqueville and John Stuart Mill, who best understood the importance of getting things right at the community level. Here is Tocqueville: “Local assemblies of citizens constitute the strength of free nations. Municipal Institutions are to liberty what primary schools are to science; they bring it within the people’s reach, they teach men how to use and how to enjoy it.”4


  And here is Mill: “We do not learn to read or write, to ride or swim, by being merely told how to do it, but by doing it, so it is only by practicing popular government on a limited scale, that the people will ever learn how to exercise it on a larger.”*5


  I need to stop the flow here to sharpen a critical point: It is not enough to urge such change, even to experiment with it, though both are important. A systemic challenge goes deeper, much deeper, and it brings us back full circle to who controls wealth—and for more than one reason.


  First, anyone who has considered the matter for more than five minutes knows that money influences elections big-time, that the distribution of power is intimately related to the distribution of income and wealth, and that democracy remains superficial and essentially compromised so long as this is so. But the hard place in the argument about how to achieve real change, the place that underscores the need for systemic change rather than mere policy and political change, is that the old system, the one dominated by corporations with the hope that traditional politics can significantly alter the distribution of income and wealth (hence democracy!), no longer can achieve such change.


  Which means that either the next system will be built upon different ways to organize the ownership of wealth, or the ongoing trends will continue (with or without minor adjustments around the edges).


  Another way to say this is that there is a difference between an abstract vision of democratic practice and the value of democracy, on the one hand, and what is best termed a systemic design capable of achieving and sustaining that vision and that value, on the other.


  Which means, again: If you don’t like state socialism and you don’t like corporate capitalism, what do you want?


  And if you aren’t willing to answer that question, or even engage it, why should we listen to your concerns about the failings of the current system?


  Just to dig a bit deeper into the difference between defining our values and vision and creating a serious systemic design capable of achieving and sustaining them, here’s a second challenge:


  You can’t have a genuine experience of meaningful local democracy if communities are continually disrupted, the people moved hither and yon, and municipal government so dependent on corporate help that there is no room for any serious form of democratic choice.6


  Accordingly, if the next system takes community and democracy from the ground up seriously, it will have to deal with stabilizing the local economies of our communities.


  And this in turn takes us back again to how wealth and capital are owned and organized. I have noted in chapters 6 and 17 several ways to think about this, based in part on how cities like Cleveland are exploring new models, but also on how large-scale industry might be organized to help stabilize communities as well (in chapter 17). As we have also noted, there is also plenty of room in such a vision for small business and for high-tech intermediate-scale enterprise.


  I remind you: We are not “merely” talking about nurturing democratic community practice; we are talking about community practice as the basis of fundamental experiences of critical importance to the nation as a whole and of democracy in general. The answer to the question “Can you have genuine Democracy with a big D in a continental nation if its citizens have little genuine experience of democracy with a small d in their own lives?” is simple: No.


  And turning this around requires structural and institutional support to reorganize how wealth is owned and controlled.


  Beyond this, and again critically, if we are to counter the dangers both of corporate domination and of traditional forms of socialist statism, decentralization is essential—both of economic institutions and of political structure.


  There are also important questions of function: Manufacturing involves different issues than dealing with land use or finance, health care, and many other city, state, and national level political economic matters.


  I won’t go further with the challenge of community and the challenge of genuine democracy at this point.* However, if you care about these matters, come on in: Get in the game. It is time (in this possible prehistory of the next American revolution) to get serious about systemic design. Especially, again, if you don’t like corporate capitalism and you don’t like state socialism.


  The same challenge faces us in connection with one of our most vexing global issues. For anyone interested in climate change, halting ongoing global warming and creating a new ecologically supportive culture is not exempt from the system-change challenge. It is not possible to do more than marginal “sustainability planning” to achieve greater resilience in cities that are continually tossed hither and yon by uncontrolled economic pressures. Moreover, when—as is now common—we throw away cities like Detroit, Cleveland, St. Louis, and many others, having to rebuild them someplace else, it is not only the capital and human costs that are huge, but also the carbon costs.


  We are back again by another route to the question of community—and communities. And back again to the requirement, in the new era, that we go beyond simply urging a mere “politics” against the power structure (important as that is), back to getting serious about creating the building blocks of what a different and practical systemic design that might do the job will entail.


  The great Jewish theologian Martin Buber adds one further element that underscores a deeper point. It is not simply democracy in the abstract that is at stake; it is also the principle of community—of whether we see and understand each other, and our nation, as a community. The dying system gives lip service regularly to this idea, but in practice its institutional structures serve to divide and conquer. (And its traditional political capacities no longer serve to “overcome.”)


  Just after World War II, Buber offered his own approach to dealing with the issue, emphasizing wealth democratization, too, starting from community (and bringing together both worker and consumer cooperatives). “By the structure of a society,” he wrote, “it is to be understood its social content or community-content: a society can be called structurally rich to the extent that it is built up of genuine societies.”7 We may or may not embrace Buber’s particular formula, but the challenge he presents is the same: A systemic design that builds upon the principle of democratization of wealth opens up the possibility not only of democracy with a small d locally, and with a large D in the system as a whole, but ultimately also of slowly nurturing a new culture and rebuilding the essential understanding of ourselves and our nation as a community.


  In so doing, perhaps we also may begin to create a new moral “North Star,” a direction that is logical and developed in its structural argument, but also inspiring and empowering in its vision and hope.


  Elsewhere—as described in the afterword—I have suggested other elements that any serious systemic design based on principles of democracy, individual liberty, community, and ecological sustainability must begin first to debate, and then to implement. Among the most important and challenging in the coming era is how a very large nation like our own (you can tuck Germany into Montana!) might ultimately be reorganized to give more power to various regions. There is a long history of regional thought to build upon, beginning with serious research done during the 1930s, and with the New Deal–era plan for seven TVAs, but there have also been several proposals with regional decentralization during the Johnson, Nixon, and Clinton administrations.


  Quite apart from the fact that Congress is increasingly stalemated at the national level, and especially as population increases toward a possible Census Bureau “high” projection of around a billion by 2100, it is highly unlikely that a systemic design that aspires to meaningful democracy can be managed from Washington. And if most states are too small and the continent too big, the (intermediate-scale) regional question will also inevitably be on the table for anyone serious about the future of democratic participation.


  We have also touched on the importance, for large industry, of moving beyond corporate structures that must inherently grow.8 All in all a new overall systemic model might be called “a pluralist commonwealth” to capture the plural forms of common wealth-holding institutions it affirms. These include not only communitywide stabilizing efforts but also cooperatives, worker-owned companies, neighborhood corporations, small- and medium-sized independent firms, municipal enterprises, state health efforts, new ways of banking and investing, regional energy and other corporations, and in certain critical areas national public firms and related democratic planning capacities.9


  Yes, of course, the possibility that we have entered the prehistory of the next American revolution is just that: a possibility. And for most people—as is the case, always, historically—such a possibility is too distant, too abstract, too far from ongoing experience to deal with.


  No problem. It would be surprising if more than a small number of people were able and willing to engage seriously at this level. Moreover, it is possible, as I have argued in the preceding chapter, that at best the ongoing wealth democratization buildup will serve only to help bolster traditional strategies that reduce pain. Which itself is a positive step forward, no matter what. (And in any case, there is plenty of work to do in movement building, creating important projects, demonstrations, politics, and, in appropriate cases, civil disobedience and direct action.)


  On the other hand, what is already happening is all but certain to continue to happen: first, a deepening of the fast-developing legitimation crisis and a loss of belief that the core values can be sustained; and second, the ongoing slow democratization processes (evolutionary reconstruction, checkerboard municipal and state development, crisis transformations, big crisis transformations). Because other strategies are failing, and because the pain is increasing.


  Like a picture slowly developing in a photographer’s darkroom, the potential elements of a new system, of something meaningful and very American, are beginning to emerge.


  At the same time, three recent national surveys have found Americans under the age of thirty—the people who will build the next system—largely indifferent as to whether capitalism or socialism is better, and if anything slightly more favorable to the latter term.10


  What confronting the possibility that we are entering the prehistory of the next American revolution offers is a chance to get serious about thinking through what we really want, and this itself may help us clarify new options for the long haul.


  It is ultimately also likely to offer us new ways to deal with others around the world. It is unlikely that we will be able to significantly alter ongoing policies that do and do not contribute to global peace and the development of other nations until we become a different community ourselves, until the power structure changes, until we change.11


  We may also gain perspective another way. America is the wealthiest nation in the history of the world. Over the course of the twentieth century alone, real income per capita (adjusted for inflation) increased roughly sevenfold in the United States.12 As we have seen, so wealthy is our nation that were income divided equally today, all families of four would receive almost $200,000. (Alternatively, of course, the workweek could be cut in half, with family income reduced on average to $100,000—roughly two times current median family income.)13


  We do not know the course of future change. It will almost certainly be determined by the direction taken by two powerful trends. On the one hand, the long trends of technological change, if continued, may be promising.Indeed, if ongoing technological change continues to sustain the previous century-long sevenfold-increase trend, potential real (inflation-adjusted) income for families of four could in theory exceed $1 million per family (or, more likely, a radical reduction in the workweek).


  The other trend involves resource limits, and it is a powerfully constraining trend, especially with regard to energy, but also many other things globally (including basic grains, water, fisheries, and arable land). All this will also be impacted by global population growth—or its reduction, as is happening now throughout Europe and Russia, another unknown. And, again, also by specific technologies that may potentially open new directions in certain areas, especially with regard to energy, but also, at this point, to an unknown extent.


  What is striking is that in either case, the reconstruction of an American community is clearly the precondition for a decent and meaningful outcome: either to build forward in hopeful new ways on the basis of technological change, or, critically, to work together to manage, as a community, the challenge of resource constraints.


  Finally, a place to end and a place to begin—and maybe to help us remember who, in fact, touched off the explosions that helped fuel the modern civil rights, feminist, gay rights, and other movements, to say nothing of the long history of work to make American democracy meaningful that goes back to before the Revolution itself.


  As the late Margaret Meade famously reminded us, we should “never doubt that a small group of thoughtful, committed citizens can change the world. Indeed, it is the only thing that ever has.”14 And, of course, everything done in the new direction and to establish the fundaments of a new American community is positive no matter what.


  * The challenge such a vision presents to weak democracy understandings—and also to abstract slogans of “participatory democracy”—was captured by a wall poster during the 1968 uprisings in Paris: “Question: How do you conjugate the word ‘participate’? Answer: I participate, you participate, we participate. They decide!”


  * See the afterword for further discussion.


  AFTERWORD

  

  


  The Question of Long-Term Systemic Design


  This book marks an important stage in a longer series of books and reports, the origins of which may be traced back to work first published in 1972.1 Supporting research for the argument can be found in America Beyond Capitalism: Reclaiming Our Wealth, Our Liberty and Our Democracy (John Wiley & Sons, 2004); the extended introduction to the second edition of America Beyond Capitalism (Democracy Collaborative Press, 2011); Unjust Deserts: How the Rich Are Taking Our Common Inheritance (with Lew Daly, New Press, 2008); and Making a Place for Community: Local Democracy in a Global Era (with David Imbroscio and Thad Williamson, Routledge, 2002).


  Additional supporting research can be found in the following coauthored reports and related work done under my supervision: Building Wealth: The New Asset-Based Approach to Solving Social and Economic Problems (Aspen Institute, with the Democracy Collaborative, 2005); Climate Change, Community Stability, and the Next 150 Million Americans (with Thad Williamson and Steve Dubb, Democracy Collaborative, 2010); Rebuilding America’s Communities: A Comprehensive Community Wealth Building Federal Policy Proposal (with Steve Dubb and Ted Howard, Democracy Collaborative, 2010).*


  Detailed information related to many emerging models can be found at www.community-wealth.org, a project of the Democracy Collaborative. A guide to additional related resources can be found at http://whatthenmustwedo.org.


  For those who want to dig deeper, the following offers a few guideposts to work where certain aspects of the conceptual frame presented here are dealt with in more detail, and where some of the theory that informs the overall argument is explored in greater depth.


  An expanded discussion of political theory and three matters of particular importance to the argument presented in What Then Must We Do? is found in part 1 of America Beyond Capitalism: (1) local democracy and its relationship to systemwide democracy; (2) the institutional foundations of liberty; and (3) scale, decentralization in general, and regional decentralization in particular.


  It may also be useful to note, as suggested in the conclusion, that the emphasis given to the centrality of community in any new systemic design rests on arguments concerning both the requirements of democracy and the requirements of ecological sustainability (and also of planning to achieve locally coherent responses to the challenge of global warming).2 I have cited the work, particularly, of political theorists ranging from Alexis de Tocqueville and John Stuart Mill to Jane Mansbridge, Stephen Elkin, and Benjamin Barber—and also the theologian Martin Buber, especially in connection with the question of how a culture of community can be nurtured. Recent sophisticated Marxist work has also begun to focus on community as a focal point of concern (and on how it might be sustained and supported in any larger systemic design). See in particular the work of David Harvey and, in turn, his instructive return to earlier work by Murray Bookchin.3 (Harvey also usefully challenges models that do not take into account questions of governance and structural systems “across a variety of scales” as part of any serious design.)*


  In my judgment an emphasis on communitywide structures of ownership is likely to be of increasing analytic importance as time goes on and more experience with various worker ownership and related experiments develops. As is evident throughout this volume, I believe both that such efforts are extremely important and also that (especially in the case of larger economic efforts) there are important reasons to explore joint worker–community structural designs. Among the problems that arise, especially in connection with larger enterprise, are the following: (1) differences between the interests of workers in specific worker-owned firms and the interests of the broader community—which, in turn, can lead to externalizing pollution and other costs to the detriment of the community;* (2) the pressure for larger firms operating in a market to develop expansive growth paths (especially when there are economies of scale) irrespective of longer-term national and global resource constraints; (3) how to resolve problems of inequality in situations where large firms may differ radically in their control of specific markets (as for instance the challenge to equality that might be presented by worker ownership in the oil industry versus worker ownership in the garbage collection industry). For further discussion of some of the issues see the “Brief Note” in the introductory section of the second (2011) edition of America Beyond Capitalism.†


  It may also be instructive to note that in one of the first major modern efforts at significant-scale worker ownership (in Youngstown, Ohio, during 1977–78), this broader concept was also strongly supported. One of the leading participants and the historical chronicler of the Youngstown effort, Staughton Lynd, writes of the joint worker–community structure: “What was new in the Youngstown venture was the notion that workers and community residents could own and operate a steel mill . . . Employee–community ownership of the Campbell Works would have challenged the capitalist system on the terrain of the large-scale enterprises in basic industries . . . This was the ownership model the workers themselves chose.”4 ‡


  Larger issues concerning the democratization of wealth are presented in my book Unjust Deserts (written with Lew Daly). The argument offered there challenges both liberal and conservative justifications for great inequality by stressing the historical (social and societywide) sources of the technological basis of all current income and wealth. Given that the work of any one generation stands upon a Gibraltar of socially created and inherited technological and scientific knowledge, the book distinguishes between the portion of current income and wealth that must be attributed to such societywide historical inheritance and the (much, much) smaller portion of current income and wealth that is attributable to current effort and current invention. While current work, innovation, and effort certainly can and should be rewarded, there is little justification, the book holds, for the fruits of historically inherited and socially created knowledge to be attributed to (and allocated to) elites in position to capture what are essentially unearned “rents.” Unjust Deserts also draws upon the Nobel Prize–winning work of Robert Solow that demonstrated the extraordinarily large role played by technologically inherited gains in current economic production (especially as compared with current labor and capital).


  Also, for those who may be interested in traveling farther down this path, the following suggests some of the issues that I believe are likely to be at the cutting edge of next-stage development.


  The Challenges of Scale


  I have noted that although the problem very large populations and geographic scales present to democracy and democratic participation has been neglected by many analysts, I do not believe serious work on systemic design can afford to neglect such issues for much longer—especially in the continental-scale American system that will likely reach a population of five hundred million over the next decades and, as noted in the text, could reach over one billion by 2100 if the high estimate projection of the US Census Bureau is reached.


  James Madison, the architect of the US Constitution, understood the problem all too well. Madison is usually viewed as favoring constructing the nation on a large scale. What he urged, in fact, was that a nation of reasonable (“mean”) size had advantages over a very small one. And writing to Jefferson at a time when the population of the United States was a mere four million, Madison expressed concern that if the nation grew too large, elites at the center would divide and conquer a widely dispersed population, producing “tyranny.”*


  Scale also significantly determines who has privileged access to the country’s news media and who can largely shape its political discourse. In very large nations, television and other forms of political communication are extremely costly. This gives added leverage to elites, who have better corporate connections and greater resources than non-elites. And the priorities of such elites commonly differ from state and regional priorities. Simply to recall: The 2012 electoral campaign involved expenditures in the neighborhood of $6 billion.5


  We rarely realize how large the United States is compared with other advanced countries. In fact, leaving aside three nations with large, unpopulated landmasses (Russia, Canada, and Australia), the United States is larger geographically than all the other advanced industrial countries taken together. In the late George F. Kennan’s phrase, it is “a monster country.”6 As noted in the text, Germany is smaller than Montana; France could fit into Texas.


  Again, the current US economy is over four and a half times the size of the German economy, and approximately six and a half times the economies of France and Britain. It is only slightly smaller than that of all twenty-seven countries of the European Union taken together.7


  Beyond this, the most conservative projection model used by Social Security suggests that the US economy will almost double by midcentury, reaching twice the scale of the current European Union economy. Under more optimistic models it could triple, and could reach more than six and a half times its current size by the end of the century. If these models prove to be correct, the figure could easily be well over $100 trillion by 2100. Discounting either projection substantially, of course, still yields an extraordinary figure and an extraordinarily large system.8


  These various considerations—and especially the challenges presented to democracy by large scale—call out for serious work on decentralization, and if most states are too small to manage major economic problems, and the continent too large, regional units become logically inevitable. Regional decentralization was a subject of significant research and debate during the 1930s, and various theorists have contributed to the beginnings of an overview theory that further work might build upon. Among some useful sources: Harvard professor William Bennett Munro (then president of the American Political Science Association) minced few words about the issues he believed needed to be confronted: “Most Americans do not realize what an imperial area they possess.” “Many important issues and problems . . . are problems too big for any single state, yet not big enough for the nation as a whole . . . They belong by right to regional governments.”9


  A leading conservative theorist who urged the same logic during the 1930s was Harvard political scientist William Yandell Elliott: “Regional commonwealths would be capable of furnishing units of real government, adequate laboratories of social experiment, and areas suited to economic, not-too-cumbersome administration.”10 In recent times the late radical historian William Appleman Williams offered a converging argument in his book The Great Evasion.11


  Research by economists Alberto Alesina of Harvard University and Enrico Spolaore of Tufts University also demonstrates that the larger the nation, the harder it becomes for the government to meet the needs of its dispersed population. Among other things their work suggests that regions that are not well served by a central government’s distribution of goods and services have an incentive to take independent action.12


  Finally, an intense exploration of regional constitutional changes has been under way throughout the world in recent decades—and in nations as diverse as Britain, China, Italy, Indonesia, the former Soviet Union, and Canada. As early as 1989 a comprehensive international report concluded that decentralization had become the “subject of discussion in all countries regardless of whether they are old or young states or whether they have a long unitary or federal tradition.”13 In 2009 another study found that “since the 1980s, concepts of region building . . . have diffused out from their Western European and North American origins and have become firmly entrenched in political discourses.”14 At this writing, intense struggles over regional (even possibly separatist) issues are under way in Spain, Belgium, and Britain.


  The bottom line: It is time for a much deeper and more serious assessment of various options for long-term regional decentralization in general, and for longer-term systemic design in particular.


  The Role of Planning


  Finally, a brief word about the general question of planning, particularly in connection with economic issues. There have been a number of experiments with more participatory forms of planning at the local level.* Although these are highly instructive as to new directions in democratic participation, they have not, of course, as yet attempted to deal with a number of issues that a fully developed national systemic design would require.


  Some of the larger challenges:


  • A comprehensive planning approach oriented to sustaining community would necessarily have to be able to give priority to community stability, likely, at least in part, along the lines suggested in chapter 17 but also in accord with overall national priorities. The setting of such priorities is, of course, itself an implicit plan (whether called that or not, even under current haphazard and contradictory national budgeting procedures), and the development of a democratic and participatory approach to such planning would be critical in any new systemic design.† A serious participatory planning system would also have to establish criteria to ensure that ecological goals (especially related to climate change) were part and parcel of any plan. And to the degree that regional decentralization is developed over time, the planning system would also necessarily have to integrate regional considerations in the overall approach—or possibly, over time, begin with regional direction, and build up to national formal or informal coordination of regional efforts (depending on the degree of regionalization and its pace).


  •Although the efficiency gains that a sophisticated planning approach may offer (see chapters 16, 17, and 18) are potentially of a very large order, a serious plan would also likely have to make appropriate use of the market to help check tendencies toward excessive centralization, bureaucracy, and waste. The essential model suggested for communities in the preceding pages attempts to use quasi-public procurement (hospital purchases, funded in significant part by Medicare and Medicaid, and university purchases in part paid for by other taxpayer-supported programs) and in other areas, potentially, by way of illustration, public procurement of mass transit and high-speed rail (the public market in general) to help stabilize comprehensive worker-community structures—both in the Cleveland case (chapter 6) and in the national illustration offered in chapter 17. Such planning should not exclude the use of some private market competition to keep the model in check (as in Cleveland), and perhaps in other areas. Ultimately, implicit “yardstick” competition between different regional structures might also serve to perform similar services.


  •Part and parcel of any serious model is the question of trade. Open economies allow the global market to significantly set the terms of reference for internal development. Alternative approaches suggestive of ways to manage trade in accord with both internally coherent planning and community stability can be found in sections 1 and 4 of Thad Williamson, David Imbroscio, and Gar Alperovitz, Making a Place for Community (Routledge, 2003) as well as chapter 3.6 of David Schweickart’s After Capitalism (Rowman & Littlefield Publishers, 2011).


  •Lastly (for the moment), a comprehensive plan would necessarily have to encompass monetary dimensions and requirements and to subordinate monetary policy to the overall direction approved in the plan. This in turn would require institutional changes to subject monetary institutions to democratic control.15


  For all these reasons and more, the subjects of planning in general and participatory planning in particular are matters of great importance—and also ones that call out for intense research and a rigorous process, both experimental and theoretical, of development over the coming period.


  Moving from Isolated Projects to Integrated Systems


  Intimately related to the above is the need to distinguish clearly between the development of new institutional models, on the one hand, and the requirements of an integrated systemic design, on the other. Worker cooperatives, land trusts, municipal enterprise, and even the extraordinary Mondragon effort all suggest institutional elements that might usefully be brought together in an integrated systemic design. None, however, on its own attempts to deal with the systemwide aspects listed above, or with many other issues a coherent systemic design would necessarily entail.


  In a similar vein, and simply to note: The above listing does not include parliaments, regional legislatures, or other political institutions that might appropriately be reconsidered in a fully coherent long-term design—especially given some of the difficulties facing the substantially hobbled more-than-two-hundred-year-old American constitutional structure.


  In the conclusion I suggested that “it is unlikely we will be able to significantly alter ongoing policies that do and do not contribute to global peace and the development of other nations until we become a different community ourselves, until the power structure changes, until we change.” This judgment derives from my work both as a historian of American foreign policy and as someone who has participated in the development of policy at high levels in the Department of State and in the US Senate.


  All too briefly, three matters are critical:


  •American policy in its largest dimensions cannot be separated from the ways in which different corporate and other institutions help shape the fundaments of policy.


  •The history of American policy, and its ongoing patterns, cannot be understood without considering the systemic sources of expansionism that have set the terms of reference for policy for more than a century.


  •American policy cannot be understood without considering the nature of American culture, and the weakness of its capacity to generate a larger sense of commonality and community.


  This book, and the proposals it offers for further work, may also be understood as an attempt to suggest some of the systemic requirements of a radically different foreign policy, one that is responsive to the challenges presented by these deeper considerations. See also the introduction to my Cold War Essays (Doubleday, 1970) and the conclusion of The Decision to Use the Atomic Bomb (Alfred A. Knopf, 1995) for an all-too-brief related discussion especially of the sources of expansionism, on the one hand, and the limits of traditional American culture, on the other. The overall strategy for US global economic management flowing from both, as it had developed by the 1940s and the end of World War II, is also discussed in my Atomic Diplomacy: Hiroshima and Potsdam (Simon & Schuster, 1965).


  * In addition, see detailed comprehensive 1968 legislation in support of one approach to the kind of broad community-building strategy suggested in part 2: the Community Self-Determination Act of 1968 (coauthored with John McClaughry and introduced by a bipartisan group of thirty-three senators). Available in Congressional Record, July 18, 1968. For early work on stagnation, see: Gar Alperovitz, Harold G. Vatter, and John F. Walker, “The Onset and Persistence of Secular Stagnation in the U.S. Economy: 1910-1990,” Journal of Economic Issues, vol. 29, no. 2 (June 1995), pp. 591-600.


  * Karl Marx, of course, also focused on community as an important element of his analysis in connection with the Paris Commune, and in his exploration of the significance of the Russian commune or mir. He also famously argued near the end of his life that a peaceful transition to socialism was possible in the United States, Britain, and “possibly” the Netherlands. On the Paris Commune see: Karl Marx, “The Paris Commune,” in The Civil War in France, 1871. On the question of transition see: Karl Marx, “La Liberte Speech: Delivered September 8, 1872 in Amsterdam,” published in Marx and Engles, On Britain (Moscow: Foreign Languages Press, 1962). On the question of the Russian mir see: Karl Marx, “First Draft of Letter to Vera Zasulich,” 1881, MECW, vol. 24 (originally published: 1924), p. 346.
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