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Article 1: The Difference Between Socialism and Communism and the cognitive dissonance created by Lenin and Reagan Liberals are people who are under the only partially mistaken impression that altering the structure of government is the best way to influence people and resources. Conservatives are people who are under the only partially mistaken impression that altering the people in power is the best way to influence other people and their culture. To put it more simply: Liberals want the decision to be spread out among more people, preferably everyone; conservatives want the decision to be made by as few people as possible, preferably just one. Socialism, as envisioned by Marx and Engels was, ideally, a where everyone would share the benefits of industrialization. Workers would do better than in the English system at the time (The Communist Manifesto was published in 1848) because there were more workers than bosses and the majority would rule. As a purely economic system, socialism is a lousy way to run a large scale economy. Socialism is not a political system, it's a way of distributing goods and services. At their ideal implementation, socialism and laissez faire capitalism will be identical as everyone will produce exactly what's needed for exactly who needs it. In practice, both work sometimes in microeconomic conditions but fail miserably when applied to national and international economies. And they fail for the same reason: Human pervserity. Too many people don't like to play fair, and both systems only work when everyone follow the same rules. Socialism is liberal. More people (preferably everyone) have some say in how the economy works. Democracy is liberal. More people (preferably everyone) have some say in how the government works. "Democracy," said Marx, "is the road to socialism." He was wrong about how economics and politics interact, but he did see their similar underpinnings. Communism is conservative. Fewer and fewer people (preferably just the Party Secretary) have any say in how the economy works. Republicans are conservative. Fewer and fewer people (preferably just people controlling the Party figurehead) have any say in how the government works. The conservatives in the US are in the same position as the communists in the 30s, and for the same reason: Their revolutions failed spectacularly but they refuse to admit what went wrong. A common mistake is to confuse Socialism, the economic system, with Communism, the political system. Communists are "socialist" in the same way that Republicans are "compassionate conservatives". That is, they give lip service to ideals they have no intention of practicing. Communism, or "scientific socialism", has very little to do with Marx. Communism was originally envisioned by Marx and Engels as the last stages of their socialist revolution. "The meaning of the word communism shifted after 1917, when Vladimir Lenin and his Bolshevik Party seized power in Russia. The Bolsheviks changed their name to the Communist Party and installed a repressive, single-party regime devoted to the implementation of socialist policies." (quote from Encarta.). Those socialist policies were never implemented. Whereas Marx saw industrialized workers rising up to take over control of their means of production, the exact opposite happened. Most countries that have gone Communist have been agrarian www.wordpandit.com
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underdeveloped nations. The prime example is the Soviet Union. The best thing to be said about the October Revolution in 1917 is that the new government was better than the Tsars. The worst thing is that they trusted the wrong people, notably Lenin, to lead this upheaval. The Soviet Union officially abandoned socialism in 1921 when Lenin instituted the New Economic Policy allowing for taxation, local trade, some state capitalism... and extreme profiteering. Later that year, he purged 259,000 from the party membership and therefore purged them from voting (shades of the US election of 2000!) and fewer and fewer people were involved in making decisions. Marxism became Marxist-Leninism which became Stalinism. The Wikipedia entry for Stalinism: "The term Stalinism was used by anti-Soviet Marxists, particularly Trotskyists, to distinguish the policies of the Soviet Union from those they regard as more true to Marxism. Trotskyists argue that the Stalinist USSR was not socialist, but a bureaucratized degenerated workers state that is, a state in which exploitation is controlled by a ruling caste which, while it did not own the means of production and was not a social class in its own right, accrued benefits and privileges at the expense of the working class." Communists defending Stalin were driven by Cognitive Dissonance. "The existence of dissonance, being psychologically uncomfortable, motivates the person to reduce the dissonance and leads to avoidance of information likely to increase the dissonance." They didn't want to hear any criticism, and would go out of their way to deny facts. The abrupt betrayal of ideals by Lenin and Marx left many socialists clinging to the Soviet Union even though they knew Stalin was a disaster. They called themselves Communist even though they espoused none of Stalin's viewpoints and very few of Lenin's revisionism. In Russia, Lenin remains a Hero of the Revolution. Despite having screwed things up in the first place, Stalin is revered by Communists for toppling the Third Reich. Conservatives defending George W. Bush are in the same situation as Communists defending Stalin. Stalin was never a "socialist" and Bush was never a "compassionate conservative", but the conservatives just don't want to hear any criticism and will go out of their way to deny facts. The current construction of the conservative movement in the US descends through the anti-Communists during and after WWII, the George Wallace "America First" blue-collar workers, the racists that Wallace picked up that switched parties during Nixon's Southern Strategy, and the nascent libertarian movement championed by Barry Goldwater. Ronald Reagan's acceptance speech for Goldwater during the 1964 Republican National Convention laid out the insistence of a balanced budget: "There can be no security anywhere in the free world if there is no fiscal and economic stability within the United States." And yet, like Lenin revising Marx, when Reagan was governor of California he didn't practice fiscal restraint. And when he was elected president in 1980 he did the exact opposite of his campaign promise and triple the deficit and there has been "no fiscal and economic stability" since his flip-flop. Fiscal restraint was never implemented. Abrupt betrayal of ideals of Reagan when he got into power left many conservatives clinging to the Republican party even though they espoused none of Reagan's new policies. Despite screwing things up in the first place, Reagan remains a Hero of the Revolution and is revered by conservatives for toppling the Soviet Union. Reagan isn't Lenin and Bush isn't Stalin, but the parallels are notable. George W. Bush, like Stalin, inherits a failed revolution that relies on a cult-like worship of his predecessors and a complete denial of the facts. www.wordpandit.com
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Let me repeat Wikipedia's quote. "Stalinism is a state in which exploitation is controlled by a ruling caste.... at the expense of the working class." This is the exact opposite of what Marx and Engels were trying to accomplish, and is precisely what George W. Bush and the Republicans are working so hard for. Most of the Republicans/conservatives/dittoheads I know are basically good people, but they're gullible fools who have spent more than 20 years burying themselves in lies needed to resolve the cognitive dissonance created by Reagan's betrayal. Reagan called the Soviet Union an "evil empire", but as we've seen it wasn't much of an empire and most of the people in it aren't particularly evil. Khrushchev repudiated Stalin after he died in 1953, but wasn't strong enough to change the system or the cult worship that kept the dictatorship alive. Republicans need to repudiate Reagan, but there is no one out there who has the guts to tell the truth. The GOP is reduced to whining, flag-waving and outright lying. The shame of being a conservative has never been greater. Despite Nader's protestation, John Kerry and the Democrats do represent a return to American values. It took the Soviet Union 40 years to rot from within before democracy took hold. Let us not wait 40 years before the Republican-controlled US rots from within. The choice is clear. To complete the circle, let me quote the last line of Reagan's 1964 speech, which has greater meaning when talking about the need to vote Democrat in 2004: "You and I have a rendezvous with destiny. We will preserve for our children this, the last best hope of man on earth, or we will sentence them to take the first step into a thousand years of darkness. If we fail, at least let our children and our children's children say of us we justified our brief moment here. We did all that could be done."



Article 2: The Principles of Communism By Frederick Engels 1847 —1— What is Communism? Communism is the doctrine of the conditions of the liberation of the proletariat. —2— What is the proletariat? The proletariat is that class in society which lives entirely from the sale of its labor and does not draw profit from any kind of capital; whose weal and woe, whose life and death, whose sole existence depends on the demand for labor – hence, on the changing state of business, on the vagaries of unbridled competition. The proletariat, or the class of proletarians, is, in a word, the working class of the 19th century. —3— Proletarians, then, have not always existed? No. There have always been poor and working classes; and the working class have mostly been poor. But there have not always been workers and poor people living under conditions as they are today; in other words, there have not always been proletarians, any more than there has always been free unbridled competitions. www.wordpandit.com
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—4— How did the proletariat originate? The Proletariat originated in the industrial revolution, which took place in England in the last half of the last (18th) century, and which has since then been repeated in all the civilized countries of the world. This industrial revolution was precipitated by the discovery of the steam engine, various spinning machines, the mechanical loom, and a whole series of other mechanical devices. These machines, which were very expensive and hence could be bought only by big capitalists, altered the whole mode of production and displaced the former workers, because the machines turned out cheaper and better commodities than the workers could produce with their inefficient spinning wheels and handlooms. The machines delivered industry wholly into the hands of the big capitalists and rendered entirely worthless the meagre property of the workers (tools, looms, etc.). The result was that the capitalists soon had everything in their hands and nothing remained to the workers. This marked the introduction of the factory system into the textile industry. Once the impulse to the introduction of machinery and the factory system had been given, this system spread quickly to all other branches of industry, especially cloth- and book-printing, pottery, and the metal industries. Labor was more and more divided among the individual workers so that the worker who previously had done a complete piece of work now did only a part of that piece. This division of labor made it possible to produce things faster and cheaper. It reduced the activity of the individual worker to simple, endlessly repeated mechanical motions which could be performed not only as well but much better by a machine. In this way, all these industries fell, one after another, under the dominance of steam, machinery, and the factory system, just as spinning and weaving had already done. But at the same time, they also fell into the hands of big capitalists, and their workers were deprived of whatever independence remained to them. Gradually, not only genuine manufacture but also handicrafts came within the province of the factory system as big capitalists increasingly displaced the small master craftsmen by setting up huge workshops, which saved many expenses and permitted an elaborate division of labor. This is how it has come about that in civilized countries at the present time nearly all kinds of labor are performed in factories – and, in nearly all branches of work, handicrafts and manufacture have been superseded. This process has, to an ever greater degree, ruined the old middle class, especially the small handicraftsmen; it has entirely transformed the condition of the workers; and two new classes have been created which are gradually swallowing up all the others. These are: (i) The class of big capitalists, who, in all civilized countries, are already in almost exclusive possession of all the means of subsistance and of the instruments (machines, factories) and materials necessary for the production of the means of subsistence. This is the bourgeois class, or the bourgeoisie. (ii) The class of the wholly propertyless, who are obliged to sell their labor to the bourgeoisie in order to get, in exchange, the means of subsistence for their support. This is called the class of proletarians, or the proletariat. www.wordpandit.com
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—5— Under what conditions does this sale of the labor of the proletarians to the bourgeoisie take place? Labor is a commodity, like any other, and its price is therefore determined by exactly the same laws that apply to other commodities. In a regime of big industry or of free competition – as we shall see, the two come to the same thing – the price of a commodity is, on the average, always equal to its cost of production. Hence, the price of labor is also equal to the cost of production of labor. But, the costs of production of labor consist of precisely the quantity of means of subsistence necessary to enable the worker to continue working, and to prevent the working class from dying out. The worker will therefore get no more for his labor than is necessary for this purpose; the price of labor, or the wage, will, in other words, be the lowest, the minimum, required for the maintenance of life. However, since business is sometimes better and sometimes worse, it follows that the worker sometimes gets more and sometimes gets less for his commodities. But, again, just as the industrialist, on the average of good times and bad, gets no more and no less for his commodities than what they cost, similarly on the average the worker gets no more and no less than his minimum. This economic law of wages operates the more strictly the greater the degree to which big industry has taken possession of all branches of production. This is an extract from ‘The Principles of Communism’ by Frederick Engels 1847. The complete text can be read from the following link: http://www.marxists.org/archive/marx/works/1847/11/princom.htm?title=



Article 3: Anarchism and Nationalism Superficially, anarchism is a movement of the Left but this is not strictly so, since it implies being part of the political spectrum. Anarchists reject this, asserting that there is more in common between Right and Left political parties (like the struggle for power) than between even extreme Left political groups and the anarchists. History has shown us that no matter how 'Left' a party is when it starts off, the achievement of power brings it round to the Right, for every government wants to maintain the status quo; wants to extend the control it has over the people, and isn't this what the Right really means? Certain right-wing attitudes are specifically rejected by left-wing parties - until they become useful in the power game. 'Divide and Rule', for example, can be played with many variations, from wage differentials to religious and colour prejudice, and although nationalism is intellectually rejected by the political Left, they quite shamelessly use what are quaintly called 'National Liberation Movements' when it suits their political ambitions - and a 'Left' party in power knows very well the usefulness of nationalism and indeed patriotism as a weapon of government. Even if this were not deliberate cunning on the part of a socalled 'revolutionary government', the logic of authoritarianism leads to it. Even allowing for soviets or workers' councils, the actual operation of state power cannot be carried out by the entire population. This demands the workers' own revolutionary party sitting at the top doing the actual governing, like suppressing all opposition in the name of the revolution and ensuring internal www.wordpandit.com
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security by the perpetual policing of the population in its own interests to effect the immediate spotting of any deviationary elements. At the same time as this defence of the revolution is strenuously maintained, the population also has to be kept safe from external aggression, an efficient army, navy and air force is kept at the ready and since a workers' state is the most democratic state, a form of conscription becomes desirable to ensure that everyone does his bit. This is really no sacrifice since the state belongs to everyone and everyone belongs to the state, but to keep the people enthusiastic for service to the state, a leader comes forward to give every citizen someone to identify with on a personal level. In order to provide the cosy feeling of collective security, of belonging to the corporate body around him, the idea of the nation is encouraged and patriotism becomes a virtue once again - if, indeed, it ever fell out of favour. Thus the service of the revolution achieved through authoritarian means brings the wheel full circle. The ideologies and justifications for lack of freedom - indeed for ruthless totalitarian control of the entire country - will differ from those of the old regime, but in fact the institutions and the realities of life are exactly the same, if not worse. For this reason anarchists do not enthuse about revolutions which are mounted in order to bring to power another set of governors. Our interpretation above has been of a so-called revolutionary change in society; how much less, then, can we enthuse about changes which do not even pretend to be revolutionary from the start? Into this category fail the movements for national liberation which are frankly nationalistic and call for opposition against a ruling or occupying power purely on xenophobic grounds. Although revolutionary means may be used in such a struggle, it has no more to do with social revolution as the anarchist sees it than the xenophobia of a Hitler or an Enoch Powell. Pathetic examples of this are to be found in Wales and Scotland. In fact - and here is where the situation seems to get confused - 'movements for national liberation' in the trouble spots of the world today tend to give a social revolutionary veneer to their claims, in order to get support from the Communist states. The classic example of this was in Egypt, where a successful anti-colonial struggle established a nationalistic, military regime (much like the Greek colonels!) with the aid of Russian arms and technology. By using devices like nationalisation and land reform, the veneer of socialism was applied - but, in spite of Russian 'friendship', the Communist Party is banned and Egyptian Communists are in prison. Meanwhile rabid nationalism was whipped up, patriotism by the imperial pint kept on the boil, but nothing prospers like the state and the international arms merchants. But your authoritarian left - the Trotskyists and the Communist Party - supported the new Egyptian state! Anarchists do not play this political game. We are not jockeying for position all the time and trying to further one or other of the power blocs that divide the world and its workers. We are truly international and oppose all those forces which divide people. Hence it is quite logical for anarchists to oppose an imperial power and the indigenous politicians who lead national resistance. For example, in condemning the Russian military occupation of Czechoslovakia, we did not thereby support the Dubcek Communist state which was in conflict with the Kosygin Communist state, in the sense that we wanted to see Dubcek remain in power. We supported the Czech people and their right to choose even though choosing Dubcek (as the lesser evil!) - because this is a right that all people must have, and also because they were using revolutionary means (if only because there were no others) and were learning how to do things for themselves. In the event, what opposition there was came from the people and not from Dubcek. Our attitude was the same on Vietnam (against US imperialism, but not for www.wordpandit.com
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the Vietcong); Cuba (against Batista, not for Castro), Black Power (the answer to white racism is not black racism!), the American Revolution of 1776 (to hell with George III and the American state that followed him!); and all Arab, Jewish, Indian, African nationalisms. The answer to imperialism is not nationalism and reactionary regimes - it is international social revolution, destroying all national, religious, racial barriers. We have learnt from history!



Article 4: Left Wing Politics In politics, left-wing, political left, or simply the left, are terms which refer (with no particular precision) to the segment of the political spectrum typically associated with any of several strains of socialism, social democracy, or liberalism (especially in the United States sense of the word), or with opposition to right-wing politics. Communism (as well as the Marxist philosophy that it relies on) and anarchism are considered to be radical forms of left-wing politics. The terminology of Left-Right politics was originally based on the seating-arrangement of parliamentary partisans, during the French Revolution. The more ardent proponents of radical revolutionary measures (including democracy and republicanism) were commonly referred to as leftists because they sat on the left side of successive legislative assemblies. As this original reference became obsolete, the meaning of the terms has changed as appropriate to the spectrum of ideas and stances being compared. The term is also often used to characterize the politics of the Soviet Union and other one-party "communist states", although many (perhaps most) on the political left (including many Marxists) would not consider their own politics to have anything significant in common with any of these states. Political groups on the left One might normally characterize the following groups as on the political Left in their respective countries, though they might have relatively little in common with other Left-wing groups beyond their opposition to the Right. Naturally, in all cases "left" and "right" are relative. For example, the Democratic Leadership Council (in which Bill Clinton was active) is generally considered to form the right wing of the U.S. Democratic Party, but in terms of the whole country he was generally perceived as being on the moderate left. History of the term Although it may seem ironic in terms of present-day usage, the original "leftists" during the French Revolution were the largely bourgeois supporters of Laissez-faire capitalism and free markets. As the electorate expanded beyond property-holders, these relatively wealthy elites found themselves clearly victorious over the old aristocracy and the remnants of feudalism, but newly opposed by the growing and increasingly organized and politicized workers and wage-earners. The "left" of 1789 would, in some ways be part of the present-day "right", liberal with regard to the rights of property and intellect, but not embracing notions of distributive justice, rights for organized labor, etc. The European left has traditionally shown a smooth continuum between non-communist and communist parties (including such hybrids as Eurocommunism), which have sometimes allied with more www.wordpandit.com
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moderate leftists to present a united front. In the United States of America, however, no avowedly socialist or communist party ever became a major player in national politics, although the Social Democratic Party of Eugene V. Debs and its successor Socialist Party of America (in the late nineteenth and early twentieth century) and the Communist Party of the United States of America (in the 1930s) made some inroads. While many American "liberals" would be "social democrats" in European terms, very few of them openly embrace the term "left"; in America, the term is mainly embraced by New Left activists, certain portions of the labor movement, and people who see their intellectual or political heritage as descending from 19th-century socialist movements. The "New Left" has had varying degrees of unity since its rise in the 1960s, and can be seen as a coalition of numerous distinct movements, including (but not limited to) feminists, Greens, some Labor unions, some Atheists, some Gay rights activists, and some minority ethnic and racially oriented Civil Rights groups. Many Greens deny that green politics is "on the left"; nonetheless, their economic policies can generally be considered left-wing, and when they have formed political coalitions (most notably in Germany, but also in local governments elsewhere), it has almost always been with groups that would generally be classified as being on the left. Leftism and the Soviet Union Much as fascism is generally included in "the right", despite important differences from other rightists, Soviet-style state communism is generally included in "the left", despite important differences from other leftists. Some argue that (in spite of its use of socialist rhetoric), Soviet-style communism should be viewed independently of the conventional left-right spectrum: this case has, perhaps, been made most eloquently by Karl Popper, through his development of the concept of totalitarianism. Critics of democratic socialism or of left-liberalism have often used the association of communism with Sovietstyle politics to tar the political left with the perceived crimes of Stalinism, but these accusations are usually little more than rhetorical devices (similar to the ones used by some critics of conservativism or other right-wing ideologies in associating the political right with fascism). In the days of the Soviet Union, leftist movements worldwide had different relationships with Moscowline communist parties, ranging from enthusiastic support to outright opposition. Even today, some parts of the radical left extol all or some aspects of Soviet-style communism or that of Maoist China, while others loathe the perceived crimes of those regimes and denounce them at every turn. For example, most Trotskyists adhere to some variant of Leon Trotsky's view of the post-Lenin Soviet Union as a "degenerated workers' state" and denounce Stalin as a traitor, while the Revolutionary Communist Party, USA takes the opposite view and continues to praise the Chinese Cultural Revolution. Some critics of the left claim that leftist movements lost their moorings – or their rationale – after the collapse of the European communist states (beginning in 1989 and ending with the fall of the Soviet Union in 1991). However, large segments of the left never took inspiration from the Soviet model and actually rejoiced to see the USSR's system collapse -- as Michael Albert of Z Magazine put it, "one down, one to go" (referring to Stalinism and capitalism). Leftism and postmodernism A few self-described leftists also subscribe to postmodernism, including deconstructionism, a www.wordpandit.com
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philosophical point of view that claims that every text "contains the allegory of its own deconstruction" and thereby questions the possibility of rational discourse. (Most postmodernists see themselves as leftists, but most leftists are not postmodernists.) Critics on the right have generally seen this as an indication of the poorly thought-out, fashionable nature of academic leftism. However, there are many on the left who say that postmodernism makes no sense and offers no useful political lessons. Some critics of the left also suggest that deconstructionism is not the only Nietzschean element in contemporary leftism, pointing to Nietzsche as the font of moral relativism and the "God is dead" philosophy, both of which they see as characterizing the perceived nihilism of modern leftist politics. On the other hand, most leftists consider such accusations to be completely baseless and incorrect; this is especially true of religious leftists, many of whom hold Nietzsche's philosophy in less than low regard. Leftism and Neo-leftism in China The 1949 victory of the Chinese Revolution brought to power the then ultra-leftist Chinese Communist Party of Mao Zedong, who, over the next quarter of a century attempted the radical transformation of society through the Great Leap Forward and the Chinese Cultural Revolution. After Mao's death, it became the conventional wisdom among China's leadership that these attempts had been a disaster. Although it has retained its name, the Chinese Communist Party today has abandoned Communism in its economic policies, pursuing instead an agenda of economic liberalization, beginning in the 1980s with the Four Modernizations of Deng Xiaoping. The Chinese government, however, has remained rigidly authoritarian; socially and politically, it is still commonly viewed as repressive, though far less so than in Mao's time. Most leading Chinese dissidents are political and social liberals. In contrast both to the government and the liberal dissidents, Chinese neo-leftism, embracing postmodernism and Chinese nationalism, and opposed both to democracy and to what they see as a return of China to the capitalist world, arose as a political idea during the mid-1990s. Neo-leftism is seen as being more appealing to students in China today than liberalism, as problems faced by China during its modernisation such as inequality and the widening gap between the rich and the poor are becoming more serious.
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Part B: Articles with a base in Economics
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Article 1: The Accidental Theorist All work and no play makes William Greider a dull boy. Imagine an economy that produces only two things: hot dogs and buns. Consumers in this economy insist that every hot dog come with a bun, and vice versa. And labor is the only input to production. OK, timeout. Before we go any further, I need to ask what you think of an essay that begins this way. Does it sound silly to you? Were you about to turn the virtual page, figuring that this couldn't be about anything important? One of the points of this column is to illustrate a paradox: You can't do serious economics unless you are willing to be playful. Economic theory is not a collection of dictums laid down by pompous authority figures. Mainly, it is a menagerie of thought experiments--parables, if you like--that are intended to capture the logic of economic processes in a simplified way. In the end, of course, ideas must be tested against the facts. But even to know what facts are relevant, you must play with those ideas in hypothetical settings. And I use the word "play" advisedly: Innovative thinkers, in economics and other disciplines, often have a pronounced whimsical streak. It so happens that I am about to use my hot-dog-and-bun example to talk about technology, jobs, and the future of capitalism. Readers who feel that big subjects can only be properly addressed in big books-which present big ideas, using big words--will find my intellectual style offensive. Such people imagine that when they write or quote such books, they are being profound. But more often than not, they're being profoundly foolish. And the best way to avoid such foolishness is to play around with a thought experiment or two. So let's continue. Suppose that our economy initially employs 120 million workers, which corresponds more or less to full employment. It takes two person-days to produce either a hot dog or a bun. (Hey, realism is not the point here.) Assuming that the economy produces what consumers want, it must be producing 30 million hot dogs and 30 million buns each day; 60 million workers will be employed in each sector. Now, suppose that improved technology allows a worker to produce a hot dog in one day rather than two. And suppose that the economy makes use of this increased productivity to increase consumption to 40 million hot dogs with buns a day. This requires some reallocation of labor, with only 40 million workers now producing hot dogs, 80 million producing buns. Then a famous journalist arrives on the scene. He takes a look at recent history and declares that something terrible has happened: Twenty million hot-dog jobs have been destroyed. When he looks deeper into the matter, he discovers that the output of hot dogs has actually risen 33 percent, yet employment has declined 33 percent. He begins a two-year research project, touring the globe as he talks with executives, government officials, and labor leaders. The picture becomes increasingly clear to him: Supply is growing at a breakneck pace, and there just isn't enough consumer demand to go around. True, jobs are still being created in the bun sector; but soon enough the technological revolution will destroy those jobs too. Global capitalism, in short, is hurtling toward crisis. He writes up his alarming conclusions in a 473-page book; full of startling facts about the changes underway in technology and the global market; larded with phrases in Japanese, German, Chinese, and even Malay; and punctuated with occasional barbed remarks about the blinkered vision of conventional economists. The book is widely acclaimed for its erudition and sophistication, and its author becomes a lion of the talk-show circuit. Meanwhile, economists are a bit bemused, because they can't quite understand his point. Yes, technological change has led to a shift in the industrial structure of employment. But there has been no net job loss; and there is no reason to expect such a loss in the future. After all, suppose that www.wordpandit.com
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productivity were to double in buns as well as hot dogs. Why couldn't the economy simply take advantage of that higher productivity to raise consumption to 60 million hot dogs with buns, employing 60 million workers in each sector? Or, to put it a different way: Productivity growth in one sector can very easily reduce employment in that sector. But to suppose that productivity growth reduces employment in the economy as a whole is a very different matter. In our hypothetical economy it is--or should be--obvious that reducing the number of workers it takes to make a hot dog reduces the number of jobs in the hot-dog sector but creates an equal number in the bun sector, and vice versa. Of course, you would never learn that from talking to hot-dog producers, no matter how many countries you visit; you might not even learn it from talking to bun manufacturers. It is an insight that you can gain only by playing with hypothetical economies--by engaging in thought experiments. At this point, I imagine that readers have three objections. First, isn't my thought experiment too simple to tell us anything about the real world? No, not at all. For one thing, if for "hot dogs" you substitute "manufactures" and for "buns" you substitute "services," my story actually looks quite a lot like the history of the U.S. economy over the past generation. Between 1970 and the present, the economy's output of manufactures roughly doubled; but, because of increases in productivity, employment actually declined slightly. The production of services also roughly doubled--but there was little productivity improvement, and employment grew by 90 percent. Overall, the U.S. economy added more than 45 million jobs. So in the real economy, as in the parable, productivity growth in one sector seems to have led to job gains in the other. But there is a deeper point: A simple story is not the same as a simplistic one. Even our little parable reveals possibilities that no amount of investigative reporting could uncover. It suggests, in particular, that what might seem to a naive commentator like a natural conclusion--if productivity growth in the steel industry reduces the number of jobs for steelworkers, then productivity growth in the economy as a whole reduces employment in the economy as a whole--may well involve a crucial fallacy of composition Tut wait--what entitles me to assume that consumer demand will rise enough to absorb all the additional production? One good answer is: Why not? If production were to double, and all that production were to be sold, then total income would double too; so why wouldn't consumption double? That is, why should there be a shortfall in consumption merely because the economy produces more? Here again, however, there is a deeper answer. It is possible for economies to suffer from an overall inadequacy of demand--recessions do happen. However, such slumps are essentially monetary--they come about because people try in the aggregate to hold more cash than there actually is in circulation. (That insight is the essence of Keynesian economics.) And they can usually be cured by issuing more money--full stop, end of story. An overall excess of production capacity (compared to what?) has nothing at all to do with it. Perhaps the biggest objection to my hot-dog parable is that final bit about the famous journalist. Surely, no respected figure would write a whole book on the world economy based on such a transparent fallacy. And even if he did, nobody would take him seriously. But while the hot-dog-and-bun economy is hypothetical, the journalist is not. Rolling Stone reporter William B. Greider has just published a widely heralded new book titled One World, Ready or Not: The Manic Logic of Global Capitalism. And his book is exactly as I have described it: a massive, panoramic description of the world economy, which piles fact upon fact (some of the crucial facts turn out to be wrong, but that is another issue) in apparent demonstration of the thesis that global supply is outrunning global demand. Alas, all the facts are irrelevant to that thesis; for they amount to no more www.wordpandit.com
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than the demonstration that there are many industries in which growing productivity and the entry of new producers has led to a loss of traditional jobs--that is, that hot-dog production is up, but hot-dog employment is down. Nobody, it seems, warned Greider that he needed to worry about fallacies of composition, that the logic of the economy as a whole is not the same as the logic of a single market. I think I know what Greider would answer: that while I am talking mere theory, his argument is based on the evidence. The fact, however, is that the U.S. economy has added 45 million jobs over the past 25 years--far more jobs have been added in the service sector than have been lost in manufacturing. Greider's view, if I understand it, is that this is just a reprieve--that any day now, the whole economy will start looking like the steel industry. But this is a purely theoretical prediction. And Greider's theorizing is all the more speculative and simplistic because he is an accidental theorist, a theorist despite himself--because he and his unwary readers imagine that his conclusions simply emerge from the facts, unaware that they are driven by implicit assumptions that could not survive the light of day. Needless to say, I have little hope that the general public, or even most intellectuals, will realize what a thoroughly silly book Greider has written. After all, it looks anything but silly--it seems knowledgeable and encyclopedic, and is written in a tone of high seriousness. It strains credibility to assert the truth, which is that the main lesson one really learns from those 473 pages is how easy it is for an intelligent, earnest man to trip over his own intellectual shoelaces. Why did it happen? Part of the answer is that Greider systematically cut himself off from the kind of advice and criticism that could have saved him from himself. His acknowledgements conspicuously do not include any competent economists--not a surprising thing, one supposes, for a man who describes economics as "not really a science so much as a value-laden form of prophecy." But I also suspect that Greider is the victim of his own earnestness. He clearly takes his subject (and himself) too seriously to play intellectual games. To test-drive an idea with seemingly trivial thought experiments, with hypothetical stories about simplified economies producing hot dogs and buns, would be beneath his dignity. And it is precisely because he is so serious that his ideas are so foolish. The link for the complete article is: http://web.mit.edu/krugman/www/hotdog.html



Article 2: Vulgar Keynesians A penny spent is not a penny earned? Economics, like all intellectual enterprises, is subject to the law of diminishing disciples. A great innovator is entitled to some poetic license. If his ideas are at first somewhat rough, if he exaggerates the discontinuity between his vision and what came before, no matter: Polish and perspective can come in due course. But inevitably there are those who follow the letter of the innovator's ideas but misunderstand their spirit, who are more dogmatic in their radicalism than the orthodox were in their orthodoxy. And as ideas spread, they become increasingly simplistic--until what eventually becomes part of the public consciousness, part of what "everyone knows," is no more than a crude caricature of the original. Such has been the fate of Keynesian economics. John Maynard Keynes himself was a magnificently subtle and innovative thinker. Yet one of his unfortunate if unintentional legacies was a style of thought-call it vulgar Keynesianism--that confuses and befogs economic debate to this day. Before the 1936 publication of Keynes' The General Theory of Employment, Interest, and Money, economists had developed a rich and insightful theory of microeconomics, of the behavior of individual markets and the allocation of resources among them. But macroeconomics--the study of economy-wide www.wordpandit.com
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events like inflation and deflation, booms and slumps--was in a state of arrested development that left it utterly incapable of making sense of the Great Depression. So-called "classical" macroeconomics asserted that the economy had a long-run tendency to return to full employment, and focused only on that long run. Its two main tenets were the quantity theory of money--the assertion that the overall level of prices was proportional to the quantity of money in circulation--and the "loanable funds" theory of interest, which asserted that interest rates would rise or fall to equate total savings with total investment. Keynes was willing to concede that in some sufficiently long run, these theories might indeed be valid; but, as he memorably pointed out, "In the long run we are all dead." In the short run, he asserted, interest rates were determined not by the balance between savings and investment at full employment but by "liquidity preference"--the public's desire to hold cash unless offered a sufficient incentive to invest in less safe and convenient assets. Savings and investment were still necessarily equal; but if desired savings at full employment turned out to exceed desired investment, what would fall would be not interest rates but the level of employment and output. In particular, if investment demand should fall for whatever reason--such as, say, a stock-market crash--the result would be an economy-wide slump. It was a brilliant re-imagining of the way the economy worked, one that received quick acceptance from the brightest young economists of the time. True, some realized very early that Keynes' picture was oversimplified; in particular, that the level of employment and output would normally feed back to interest rates, and that this might make a lot of difference. Still, for a number of years after the publication of The General Theory, many economic theorists were fascinated by the implications of that picture, which seemed to take us into a looking-glass world in which virtue was punished and selfindulgence rewarded. Consider, for example, the "paradox of thrift." Suppose that for some reason the savings rate--the fraction of income not spent--goes up. According to the early Keynesian models, this will actually lead to a decline in total savings and investment. Why? Because higher desired savings will lead to an economic slump, which will reduce income and also reduce investment demand; since in the end savings and investment are always equal, the total volume of savings must actually fall! Or consider the "widow's cruse" theory of wages and employment (named after an old folk tale). You might think that raising wages would reduce the demand for labor; but some early Keynesians argued that redistributing income from profits to wages would raise consumption demand, because workers save less than capitalists (actually they don't, but that's another story), and therefore increase output and employment. The link for the complete article is: http://web.mit.edu/krugman/www/vulgar.html



Article 3: Stuck in the Muddle Like anyone who pays attention to business and financial news, I am in a state of high economic anxiety. Like everyone of good will, I hoped that President Obama’s Inaugural Address would offer some reassurance, that it would suggest that the new administration has this thing covered. But it was not to be. I ended Tuesday less confident about the direction of economic policy than I was in the morning. Just to be clear, there wasn’t anything glaringly wrong with the address — although for those still hoping that Mr. Obama will lead the way to universal health care, it was disappointing that he spoke only of health care’s excessive cost, never once mentioning the plight of the uninsured and underinsured. www.wordpandit.com
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Also, one wishes that the speechwriters had come up with something more inspiring than a call for an “era of responsibility” — which, not to put too fine a point on it, was the same thing former President George W. Bush called for eight years ago. But my real problem with the speech, on matters economic, was its conventionality. In response to an unprecedented economic crisis — or, more accurately, a crisis whose only real precedent is the Great Depression — Mr. Obama did what people in Washington do when they want to sound serious: he spoke, more or less in the abstract, of the need to make hard choices and stand up to special interests. That’s not enough. In fact, it’s not even right. Thus, in his speech Mr. Obama attributed the economic crisis in part to “our collective failure to make hard choices and prepare the nation for a new age” — but I have no idea what he meant. This is, first and foremost, a crisis brought on by a runaway financial industry. And if we failed to rein in that industry, it wasn’t because Americans “collectively” refused to make hard choices; the American public had no idea what was going on, and the people who did know what was going on mostly thought deregulation was a great idea. Or consider this statement from Mr. Obama: “Our workers are no less productive than when this crisis began. Our minds are no less inventive, our goods and services no less needed than they were last week or last month or last year. Our capacity remains undiminished. But our time of standing pat, of protecting narrow interests and putting off unpleasant decisions — that time has surely passed.” The first part of this passage was almost surely intended as a paraphrase of words that John Maynard Keynes wrote as the world was plunging into the Great Depression — and it was a great relief, after decades of knee-jerk denunciations of government, to hear a new president giving a shout-out to Keynes. “The resources of nature and men’s devices,” Keynes wrote, “are just as fertile and productive as they were. The rate of our progress towards solving the material problems of life is not less rapid. We are as capable as before of affording for everyone a high standard of life. ... But today we have involved ourselves in a colossal muddle, having blundered in the control of a delicate machine, the working of which we do not understand.” But something was lost in translation. Mr. Obama and Keynes both assert that we’re failing to make use of our economic capacity. But Keynes’s insight — that we’re in a “muddle” that needs to be fixed — somehow was replaced with standard we’re-all-at-fault, let’s-get-tough-on-ourselves boilerplate. Remember, Herbert Hoover didn’t have a problem making unpleasant decisions: he had the courage and toughness to slash spending and raise taxes in the face of the Great Depression. Unfortunately, that just made things worse. Still, a speech is just a speech. The members of Mr. Obama’s economic team certainly understand the extraordinary nature of the mess we’re in. So the tone of Tuesday’s address may signify nothing about the Obama administration’s future policy. On the other hand, Mr. Obama is, as his predecessor put it, the decider. And he’s going to have to make some big decisions very soon. In particular, he’s going to have to decide how bold to be in his moves to sustain the financial system, where the outlook has deteriorated so drastically that a surprising number of economists, not all of them especially liberal, now argue that resolving the crisis will require the temporary nationalization of some major banks. So is Mr. Obama ready for that? Or were the platitudes in his Inaugural Address a sign that he’ll wait for the conventional wisdom to catch up with events? If so, his administration will find itself dangerously behind the curve. And that’s not a place that we want the new team to be. The economic crisis grows worse, and harder to resolve, with each passing week. If we don’t get drastic action soon, we may find ourselves stuck in the muddle for a very long time. www.wordpandit.com
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The link for the article is: http://www.nytimes.com/2009/01/23/opinion/23krugman.html?_r=1



Article 4: The Madoff Economy The revelation that Bernard Madoff — brilliant investor (or so almost everyone thought), philanthropist, pillar of the community — was a phony has shocked the world, and understandably so. The scale of his alleged $50 billion Ponzi scheme is hard to comprehend. Yet surely I’m not the only person to ask the obvious question: How different, really, is Mr. Madoff’s tale from the story of the investment industry as a whole? The financial services industry has claimed an ever-growing share of the nation’s income over the past generation, making the people who run the industry incredibly rich. Yet, at this point, it looks as if much of the industry has been destroying value, not creating it. And it’s not just a matter of money: the vast riches achieved by those who managed other people’s money have had a corrupting effect on our society as a whole. Let’s start with those paychecks. Last year, the average salary of employees in “securities, commodity contracts, and investments” was more than four times the average salary in the rest of the economy. Earning a million dollars was nothing special, and even incomes of $20 million or more were fairly common. The incomes of the richest Americans have exploded over the past generation, even as wages of ordinary workers have stagnated; high pay on Wall Street was a major cause of that divergence. But surely those financial superstars must have been earning their millions, right? No, not necessarily. The pay system on Wall Street lavishly rewards the appearance of profit, even if that appearance later turns out to have been an illusion. Consider the hypothetical example of a money manager who leverages up his clients’ money with lots of debt, then invests the bulked-up total in high-yielding but risky assets, such as dubious mortgage-backed securities. For a while — say, as long as a housing bubble continues to inflate — he (it’s almost always a he) will make big profits and receive big bonuses. Then, when the bubble bursts and his investments turn into toxic waste, his investors will lose big — but he’ll keep those bonuses. O.K., maybe my example wasn’t hypothetical after all. So, how different is what Wall Street in general did from the Madoff affair? Well, Mr. Madoff allegedly skipped a few steps, simply stealing his clients’ money rather than collecting big fees while exposing investors to risks they didn’t understand. And while Mr. Madoff was apparently a self-conscious fraud, many people on Wall Street believed their own hype. Still, the end result was the same (except for the house arrest): the money managers got rich; the investors saw their money disappear. We’re talking about a lot of money here. In recent years the finance sector accounted for 8 percent of America’s G.D.P., up from less than 5 percent a generation earlier. If that extra 3 percent was money for nothing — and it probably was — we’re talking about $400 billion a year in waste, fraud and abuse. But the costs of America’s Ponzi era surely went beyond the direct waste of dollars and cents. At the crudest level, Wall Street’s ill-gotten gains corrupted and continue to corrupt politics, in a nicely bipartisan way. From Bush administration officials like Christopher Cox, chairman of the Securities and www.wordpandit.com
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Exchange Commission, who looked the other way as evidence of financial fraud mounted, to Democrats who still haven’t closed the outrageous tax loophole that benefits executives at hedge funds and private equity firms (hello, Senator Schumer), politicians have walked when money talked. Meanwhile, how much has our nation’s future been damaged by the magnetic pull of quick personal wealth, which for years has drawn many of our best and brightest young people into investment banking, at the expense of science, public service and just about everything else? Most of all, the vast riches being earned — or maybe that should be “earned” — in our bloated financial industry undermined our sense of reality and degraded our judgment. Think of the way almost everyone important missed the warning signs of an impending crisis. How was that possible? How, for example, could Alan Greenspan have declared, just a few years ago, that “the financial system as a whole has become more resilient” — thanks to derivatives, no less? The answer, I believe, is that there’s an innate tendency on the part of even the elite to idolize men who are making a lot of money, and assume that they know what they’re doing. After all, that’s why so many people trusted Mr. Madoff. Now, as we survey the wreckage and try to understand how things can have gone so wrong, so fast, the answer is actually quite simple: What we’re looking at now are the consequences of a world gone Madoff. The link for the article is: http://www.nytimes.com/2008/12/19/opinion/19krugman.html
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