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Introduction

Theories of Democracy and Capitalism in Twentieth-Century Italy

Global Capitalism and the Transformation of Democracy

Over the last two decades the unprecedented triumph of global capitalism and its stronger power of transformation is impacting on democracy, changing the nature of political community and its institutions, transforming the conditions of democratic politics and governance. Economic globalization, many argue, has exacerbated the tension between democracy, as a territoriality rooted system of rule, and the operation of global markets and transnational networks of corporate power (Sandel 1996; McGrew 1997; Boltanski and Chiapello 1999; Hutton and Giddens 2000; Held 2000; Cunningham 2002; Mongardini 2007; Reich 2007).

Governments have lost the capacity to manage transnational forces in accordance with the expressed preferences of their citizens, and the very essence of democracy, namely self-governance is decidedly compromised. As Marx, Weber, and Schumpeter, from different perspectives, have pointed out capitalism rather then just an economic mode of organization, is a “mentality,” a “social logic,” a “form of living,” that influences and reshapes political structures, and culture (Marx 1859; Weber 1930; Schumpeter 1942).

At the same time democracy is more and more considered a historically contingent “form of politics” (Rancière 1995), and reduced to a “form of economic relation” (Mongardini 2007). There is a sort of conceptual isomorphism that assimilates capitalism and democracy, and leads us to examine their overlapping destiny. Arguments that liberal democracy is essentially capitalistic are given both by antiliberal-democratic socialist and antisocialist liberal democrats. Central to theses about the historical association of liberal democracy and capitalism is that liberal democracy affords political justification and protection for capitalist markets against both residual feudalism and working-class threats (Macpherson 1977). Such a historical association shows that liberal democracy at least permits extensive freedom of markets, but markets can also be suppressive of the individual and collective freedoms. For many authors, liberal democracy and capitalism, purely economically conceived, are compatible with one another insofar as they all contribute to an objectionably individualistic and passive culture; the principal justification of this view is that most who see liberal democracy as essentially capitalistic have an economic conception in mind, as do those who differ with them (Cunningham 2002).

We are facing two main questions: a) the compatibility—possible or not—between capitalism and democracy, and b) the transformationalist vision or, in other words, thinking of capitalism as a factor of transformation of democracy. There are thinkers who in general and in various ways consider capitalism and democracy complementary systems, for material prosperity, cultural growth, and human development. Contemporary thinking is dominated by theories of liberal democracy centered on the state conception of politics, electoral participation seen as the main mechanism of mass participation, extensive freedom for lobbying activities, and forms of polity that avoid interfering with a capitalist economy.

Liberal and Socialist Views

Liberal capitalism, or historical capitalism (Röpke 1942, Einaudi 1942), is characterized by multiple centers of power; and this pluralism of power captures an essential aspect of the conception of a democratic society (Bowles & Gintis 1986: 4). Pluralism of power proves the compatibility of capitalism and democracy, both the “political” nature of capitalism and the “economic” nature of democracy. Political research on Anglo-Saxon capitalism—one of the most relevant model of capitalism (the other is the Rhenish one associated with Northern European economies)—draws on liberal political theory and neoclassical economic thought. The core of this analysis is the axiom that capitalism is an automatically self-correcting system, and for this reason no intervention of the state is required (“free market in liberal state” is the “motto”).

Central to the liberal political theory of the state conception of politics, are the partition of the social space into a private and a public realm, and the distinction of the individuals into two groups: rational agents and those who are excluded from this category. Marxian political theory, unlike liberalism, is not hampered by these partitions, but it has in common with liberalism the state conception of politics, based on the following central principles: sovereignty, autonomy, and territoriality. Historical as well as theoretical accounts of liberal democracy take for granted the nation-state as the primary “container” of democratic politics. This correspondence between liberal democracy and the territorial nation-state is not purely coincidental on the contrary the modern state has proved an effective incubator for the democratic project (McGrew 1997).

The fundamental principles and practices of liberal democracy—the nature of the demos, the definition of democratic citizenship, the idea of self-governance, consent, representation, popular sovereignty—were most exclusively associated with the institutions of the sovereign territorial nation-state (Held 1995). Macpherson has given the more systematically approach to the relation between capitalism and liberal democracy than any other. On his view liberal democracy has, from the eighteenth and nineteenth centuries, embodied a complex and uneasy union of two conceptions of freedom as the “freedom of the stronger to do down the weaker by following market rules” and the “effective freedom of all to use and develop their capacities,” or positive liberty (Macpherson 1977), but this union is uneasy because the two conceptions are incompatible in practice. Macpherson’s approach suggests another orientation toward capitalism and liberal democracy, namely that the latter is both essentially tied to capitalism and not restricted to capitalism, depending upon which whether positive liberty can be interpreted flexibly enough to be compatible with pluralism.

The argument that liberal democracy has only capitalism to be compatible with, is supported by standard criticism that even if socialists are motivated by liberal democratic values, a socialist economy has an unavoidably antidemocratic dynamic build into it. Whether these criticisms are decisive depends on how liberal democracy is regarded. We can imagine a spectrum stretching from a “thin” view of liberal democracy (formally procedural, exclusively individual-rights oriented, placing narrow limits on the public realm) and a “thick” view of liberal democracy (granting political provision and resources effectively to exercise rights, admitting group rights, sanctioning a flexible and wider view of the public realm). Since thick liberal democracy is more conducive to radical political organization than the thin variety, the compatibility question in part turns on whether this is a genuine form of liberal democracy (Cunningham 2002: 47).

Capitalism and some “thin” forms of liberal democracy can also coexist, illiberal and antidemocratic capitalist societies are possible too; the claim is not only that capitalism is necessary for liberal democracy (Beetham and Lord 1999). Cases for or against compatibility cannot be made simply by endorsing one or the other of opposing positions regarding human nature, property rights, or self-ownership; as in the case of unlimited property rights, not all advocates of liberal democracy hold that people are essentially self-interested or competitive or that they are exclusive owners of their capacities, as Nozick shows (Nozick 1974).

Rawls and Dworkin hold that people’s natural talents are arbitrarily distributed, so it is not unjust for distributive policies to compensate for natural deficiencies of talent (Rawls 1971, Dworkin 1981). Debates over this position are further complicated by the fact that some socialists (e.g.: Roemer, 1988) share with some egalitarian liberal democrats (Kymlicka 1990) the view that self-ownership does not have the capitalist-supporting consequences of Nozick’s conception (Nozick 1974). Even Marx assumed this position; egalitarian distribution requires abandoning the self-ownership claim (Cohen 1979).

Marxist scholars developed the most systematic critiques of Anglo-Saxon capitalism, noting a high degree of inequality and property rights system favoring the owners of capital over other stakeholders within the firm. Critics have pointed to patterns of “social democracy” associated with Rhenish capitalism and suggested that the introduction of a “stakeholder” system of corporate governance within Anglo-Saxon economies could have similar effects. For Marx, highly organized corporate capitalism already was “socialism within capitalism”—a kind of socialization of capitalism, with the absent owners becoming more and more superfluous (Marx 1859).

Marx perceived how capitalism unleashed the breath-taking dynamics of self-enhancing productivity—in capitalism “all things solid melt into thin air,” of how capitalism is the greatest revolutionizer in the entire history of humanity; on the other hand, he also clearly perceived how this capitalist dynamics is propelled by its own inner obstacle or antagonism—the ultimate limit of capitalism (of the capitalist self-propelling productivity) is the capital itself. Marx emphasized how material production is always also the (re)production of the social relations within which it occurs.

Beyond the Organized Capitalism and Democracy

The history of capitalism over the last hundred years hardly supports the idea of a dynamic equilibrium between democracy and capitalism (Beaud 2000), but in the last decades global markets are more than ever constantly out of equilibrium—and again and again, it has needed the visible hands of political, fiscal and legal correction to complement the invisible hand of the market.

Samuel Bowles and Herbert Gintis have criticized the vision of a “democratic capitalism” conceived as a set of harmonious and mutually supportive institutions each promoting a kind of freedom in distinct realms of social life. They argue that capitalism and democracy are not complementary systems—as the Jeffersonian synthesis of property and democracy shows—since the one is characterized by the preeminence of economic privilege based on property rights, the other insists on the priority of liberty and accountability based on the exercise of personal rights. “Democracy, not the interplay of property rights—they say—should provide the fundamental principle ordering the processes by which we become who we are” (Bowles & Gintis 1986: 3). They identify democracy with liberty and popular sovereignty, and reject the concept of a unifying “popular will,” arguing that there are multiple centers of power in liberal democratic capitalism and in most social orders. They also claim the absence of an adequate democratic theory in both liberal and Marxian traditions, suggesting the “formula” of a post-liberal democracy as a synthesis of the Jeffersonian and Marxian visions. Post-liberal democracy—they say—is a “society based on learning governed by the exercise of personal rights,” continuing the expansion of personal rights, rendering the exercise of both property rights and state power democratically accountable, maintaining the traditional democratic forms of representative democracy, and creating forms of social power independent of the state (Bowles & Gintis 1986: 177-178).

Liberal democratic capitalist society has itself produced the conditions that make the post-liberal democratic vision historically relevant. Anglo-Saxons and Rhenish forms of “organized capitalism” have come to an end, and there is “a set of tremendously significant transformations which have recently been liberally ‘disorganizing’ contemporary capitalist societies.” We are moving into an era of “disorganized capitalism” (e.g.: financial capitalism) characterized by a special scattering of the various production processes, and a deep transformation of societies and political organizations (Lash & Urry 1987: 2).

The globalized economic order is challenging the foundations and political principles upon which liberal democracy is based. Global markets have unleashed economic forces that are becoming too powerful for democratic institutions to control. Even if the formal elements of democracy still survive, the “government by the people, for the people” is declining; elections, debates, parties, are evacuated, bypassed and criss-crossed by new, less accountable processes. The welfare state and trade unions become residual (Crouch 2004). This stadium of democracy has been called “post-democracy.”

The concept of post-democracy was introduced by Bernard Rancière who analyzed some paradoxes present in many theories of democracy (Rancière 1995); on one hand democracy is “triumphant,” as political practice—Triumphant Democracy, is the title of a book written by Andrew Carnegie, at the end of XIX century (1887)—on the other, democracy has failed to materialize because it was reduced to a form of economic relation. In his book on Post-Democracy, Colin Crouch considers this new stadium of transformation of democracy as an “inexorable” trend, “so powerful and widespread that it is impossible to see any major reversal.” He sketches the history of democracy as a parabola, through which thing being attached to the post prefix can be seen as moving. At one level the changes associated with post-democracy give us a move beyond democracy and the idea of rule by the people, to challenge the idea of rule at all. The factors he identified as causing the movement towards the post-democratic pole are the trivialization of democracy, the crisis of egalitarian politics, and the decline of the manual working class. His central contentions are that,


While the forms of democracy remain fully in place, politics and government are increasingly slipping back into the control of privileged elites in the manner characteristic of pre-democratic times; and that one major consequence of this process is the growing impotence of egalitarian causes (Crouch 2004).



Other “transformationalists” argue that contemporary globalized economy has fundamentally compromised the democratic systems (McGrew 1997), globalization is reconstituting the nature of sovereign statehood, disrupting the symmetrical correspondence between government and governed (Held 1996), and eroding the foundation upon which liberal democracies have been constructed (Reich 2007). According to Reich, the global free market is eroding individual liberty and effective popular sovereignty in the democratic system itself, where huge business organizations are so powerful that they overwhelm the capacity of democratic institutions to constrain them.

The free market has created a sort of “super-capitalism” that is killing democracy. Instead of leading to free societies, super-capitalism is constraining the power of people to achieve their civic and personal goals, and even the places where democracy originated are not immune from the corroding effects of this process. Neither governments nor citizen groups have the endowments to absorb the surge of super-capitalism, as its super-lobbying trumps all means deployed to protect citizen rights. Worse, super-capitalism is spilling over national boundaries with abandon. New forms of super-lobbying that are constitutionally tolerated in the United States appear as a specter of corruption to many European and non-Western nations (Reich 2007).

In Reich’s account, the irresistible logic of super-capitalism is that people’s desires as consumers and investors overwhelm what they can get from their governments by way of equity and public goods. Moreover, many of the public goods that citizens require to thrive, such as public education, environmental protection and social insurance, are in scarce supply because neo-liberal states increasingly lack the revenue to offer citizens assurances of equity or security. The logic of the market, which endows global brands with tools that poorly organized and diffuse citizens or civic society lack, is increasingly setting the rules of the game. The future of both the market and democracy, Reich concludes, will be determined by efforts to place capitalism back under the regulation of the citizens it is supposed to serve (Reich 2007).

Italian Critics of Capitalism

The power of transformation of capitalism is under debate in United States, as it was at the beginning of the twentieth century in Europe. The writings collected in this volume present leading statements of theories of democracy and capitalism in Italy starting from Vilfredo Pareto who firstly observed the transformation of democracy into a plutocracy in which vested interests use the government as a tool for their own profit. In his book on The Transformation of Democracy (1921) he showed some peculiar trends in the European political systems, such as the erosion of central authority, the mutation and spread of counterproductive sentiments as people hunger for easy money, viewing Europe in this light:


Societies are dominated by conniving speculators who grew rich manipulating money and commodity markets and by having governments absorb indirect costs of production and assume burdens of risk in capitalist enterprise. At the same time, common people sought effective (and costly) social welfare program and high wages (Pareto 2008: 87).



The democratic rule for the common good is transformed into plutocratic rule by the few for the good of the few. True representative government invariably gives way to plutocracy, or government by the wealthy. Pareto’s critique of capitalism focuses on three analytical categories: 1) the concept of homo oeconomicus and his ophemility—that is the maximum individual economic profit and the reduction of everything to the status of a useful good (bonum utile); 2) the power of money—to the acquisition of further means; 3) the primacy of number.

These three principles produced a transformation of democracy—its degeneration—into a plutocratic system. Plutocracy can assume two different forms: “military” and “demagogic” one; military plutocracies rely on the use of force to maintain social control; “demagogic” plutocracies are the most insidious form of government, because they can stay in power for long periods by manipulating the sentiments of the masses. Pareto’s analysis suggests that cyclical dynamics can be observed in any nation, without regard to geographic location or time. He argued that only in the free market, men reach their goals, and the common good that is the end of a political organization; but the power of money and the dominium of the number can modify the nature of democracy into a plutocracy where the reach people rule and the election system became an anti-democratic means to select them.

The totalitarian propaganda has often considered democracies as plutocracies, presenting the World War I as the result of the influence of the French and English capitalism against the proletarian states. This “mystification of capitalism” was explained by Guglielmo Ferrero, one of the most influent theorists of democracy in twentieth century Italy. According to Ferrero the great contest in Europe for more than 200 years has been the battle for an imposed order and a given set of values through the power of the state versus the liberal society of free individuals who are at liberty to find their own purposes for living (Ferrero 1940). He explains the reasons for the social disruptions and civil wars that European society had gone through from the time of the French Revolution in 1789. The general conclusion is that the revolutions and civil wars of the 19th century and then the “Great War” of 1914-1918 were in one way or another concerned with the problem of political legitimacy and not of capitalism. For ages, political legitimacy had been based on hereditary monarchy; but with the American and French Revolutions, the claim was made that political legitimacy derives from the consent of the governed, with each individual possessing certain inherent “rights of man” (Ferrero 1942). He also had focused on the progressive shift from “quality” to “quantity” criterion in western societies, stressing the strong connection between the enrichment of nations and the war: “The riches of the United States also are partly an effect of the war, which has caused a part of the old riches of Europe and Asia to cross the Atlantic” (Ferrero 1931).

Antonio Gramsci criticized Ferrero’s distinction between quality and quantity,


In the world of production—he said—these words mean nothing more than “inexpensive” and “expensive”—i.e. satisfaction or failure to satisfy the basic needs of the popular classes and a tendency respectively to raise or to lower their standard of living. . . . In a nation-enterprise which has at its disposal a large labor force and a small amount of raw materials the term “quality” simply means the intention of employing a lot of labor on a little material, perfecting the product to the maximum. In other words, it means specialization for a luxury market. . . . In reality one should speak of quality only for works of art which are individual and not susceptible of reproduction. Everything that is susceptible of reproduction belongs to the realm of quantity, and can be mass produced (Gramsci 1971: 305-306).



In his political writings, Gramsci made a comparison between capitalism and collectivism (Gramsci 1917). He also criticized the bolshevik revolution:


The revolutionaries themselves—he wrote—create the conditions needed for the total achievement of their goal. And they will create them faster than capitalism could have done. The criticisms that socialists have made of the bourgeois system, to emphasize its imperfections and its squandering of wealth, can now be applied by the revolutionaries to do better, to avoid the squandering and not fall prey to the imperfections. It will at first be a collectivism of poverty and suffering (Gramsci 1917).



Within the framework of Marxist historical and social theory, Bruno Rizzi expressed a strong critique of the expected transition of capitalist into socialist society, conceiving this transformation as a process of “bureaucratic collectivism.” Generally—he said—the superiority of collective, state-directed economy leads all modern societies to converge towards ‘the bureaucratization of the world, and also those countries within its expanding state bureaucracies the unwitting germs of totalitarianism (Rizzi 1939). He criticized both the “Stalinist degeneration” and capitalism that try to establish one world civilization with a common ethos and culture. According to Rizzi, capital is an “economic form;” more precisely, it is the economic form assumed by the means of production or of distribution entering into mercantile economic relations.


Capital consists in investing wealth for production or distribution within an economic process (the cycle) that takes into account market absorption of the commodities produced or acquired as a factor before this absorption actually takes place. This economic process, this production or distribution cycle, takes place under the sword of Damocles of marketplace developments (Rizzi 1947-50).



From a liberal perspective, Luigi Einaudi believes


A catastrophic error to consider the economy of the market or of competition as something autonomous, centered in itself, or as a natural condition growing outside the national sphere, and needing no help in supporting and defending itself (Einaudi 1942).



He made one of the most efficacious critiques to the historical capitalism for the inequalities existing at the starting-point of the struggle for competition. Historical capitalism was thus born “corrupted;” the elephantiasis of great cities, of great enterprises and of industrial, monopolistic cartels was not created by chance or by technique, but by the history and by the structure of the preexisting feudal society, which was perpetuated by legal men and by ill-counselled legislators.” Historical capitalism is not founded on a natural order of things, but on institutions created by men, such as limited companies, holding companies, companies with limited responsibility, free or compulsory syndicates among business men, and an unlimited hereditary right.” Thus, the highest immaterial and spiritual fruit of the economy of market—he said—is the “separation of economics from politics” (Einaudi 1942).

An original vision on the relationship between politics and economics was shaped by Adriano Olivetti, industrialist and architect who worked on a project of constitutional reform for post-war Italy. Olivetti pointed the hereditary transmission of power as the last essential privilege characteristic of the capitalist society.


The transmission of power constitutes an evident social injustice, although tied to an instinct not easily to be subdued; but the submission of men to other men in virtue of the privilege of birth constitutes by now, in Occidental economy, an even more serious obstacle to the progress of industry.



Directive capacity is not hereditary—he said—“the power of directing the labor of others must be the consequence of merits or of eminent superior capacities” (Olivetti 1951). He proposed to create a new territorial entity coinciding with traditional units such (dioceses or electoral districts), and representing a well defined economic, geographic and historical nucleus (the community). The idea of making a unity of the different local administration with the electoral district that elects its own political representative (with the majority system) was accepted by Einaudi who supported this principle within the Constitutional Committee, although his proposal was overlooked.

Ernesto Rossi—a liberal activist who supported the American form of capitalism (New Deal)—illustrates two different perspectives, one international, and the other internal, on the nationalization of economic and social policies in Italy. In the Ventotene Manifesto—written in June 1941 with Altiero Spinelli during their confinement on the island of Ventotene (Latium, Italy)—Rossi focused on economic and social policy in a European perspective. The first draft of the Manifesto was written after a wide debate with Eugenio Colorni (Professor of Philosophy, and leader of the Italian Socialist Party), his wife Ursula Hirschmann (a German anti-fascist activist) and a little group of other confined activists. This draft circulated secretly within the Italian Resistance. Both the drafts (handwritten by Rossi on rolling papers) and the typewritten and mimeograph copies taken from are lost. A clandestine edition of the Manifesto appeared in Rome in January 1944 published with two essays by Altiero Spinelli “The United States of Europe and the various political tendencies” (written in the second half of 1942) and “Marxist politics and federalist politics,” written between 1942 and 1943. This edition, entitled Problems of the European federation bears the initials of the authors, and was edited by Eugenio Colorni who also wrote a very acute preface (for obvious reasons his name does not appear together with Rossi’s and Spinelli’s).

Socialism and liberalism are the connubial expression made by Carlo Rosselli in his book on Liberal Socialism, where socialism is conceived as an end, and liberalism as a method that guarantees democracy and citizen’s autonomy. According to Rosselli, socialism is the logical conclusion of liberalism:


The socialist movement is the objective heir of liberalism: it carries this dynamic idea of liberty forward through the vicissitudes of history toward its actualization. Liberalism and socialism, rather than opposing one another in the manner depicted in outdated polemics, are connected by an inner bond. Liberalism is the ideal force of inspiration, and socialism is the practical force of realization (Rosselli 1933).



Liberal Socialism contains also a strong critique of Marxism and Stalinism.

From a different perspective Amintore Fanfani, economist and politician in post-war Italy, criticized capitalism considered as an absolutist system, because every goal, desire, institution, and attitude is more or less shaped by the primary goal of capitalism, which is maximum individual economic profit. According to Fanfani capitalism and Catholicism cannot coexist, because capitalism is a system in which capital is predominant, characterized by free labor, in which competition is unbridled, credit expands, banks prosper, big industry assumes gigantic dimensions, and the world market becomes one. For him, the essence of capitalism is the “capitalistic spirit” that is a mode of life determined by a spiritual orientation. Since the “Capitalistic Spirit” which animates “capitalistic man” is an economic “spirit,” it must primarily concern itself with the concept of wealth. The peculiarity about capitalistic man is that, in a certain manner, he has no concept of ends but only of means (Fanfani 1935).

In his survey of Italian intellectual traditions, Ideological Profile of Twentieth-Century Italy, Norberto Bobbio explained his strong defense of democracy and his critique of capitalism, moving from positivism and Marxism and presenting the ideological currents that developed before the outbreak of the First World War: Catholic, socialist, irrational and anti-democratic thought, the reaction against positivism, and Fascism (Bobbio 1987). Bobbio’s writings are focused on the relation between socialism and democracy. He adopted a procedural view of democracy as consisting of certain minimal “rules of the game,” such as regular elections, free competition between parties, equal votes and majority rule. In a series of pathbreaking essays, he explored the possibility for global forms of democracy to give meaning to international law.


In a capitalist society—he wrote—the sovereignty of the citizen, of the citizen as such (in the sense that everyone, over and above being capitalist or worker, member of the bourgeoisie or of the proletariat, is a member of the political community with the same rights as everyone else) is a diminished sovereignty. What is more, it will stay diminished at least as long as there continues to be a separation between civil and political society. This criticism is common to all the analyses of the democratic bourgeois state made by the various schools of socialism, and as far as it goes is quite justified. But the fact remains that there continues to be a close correspondence on many levels between the area in which the individual citizen enjoys sovereignty and the wide range of provinces in which representative bodies wield powers (Bobbio 1987).



He pointed out


That a permanent feature, one just as common to capitalist as to socialist states, is the removal of economic power from the province of democratic control, i.e. from below. It is a basic fact—one of those facts which all utopian reformers of society have come up against and been powerless to resolve—that the major political decisions in economics (on which depend the minor ones as well) in socialist countries just as much as capitalist ones, are taken autocratically. . . . Yet it is precisely in this field, the field of the democratic control of economic power, that the battle for socialist democracy will be won or lost (Bobbio 1987).



Other Italian contemporary critics of capitalism have focused on the importance of the democratic control on the economic power; when the political relationship is strictly wrapped around the economic interests then “politics became a market, since it is managed by the market” (Mongardini 2007). Some of them have analyzed the social role of the capitalist actors, criticizing Marx, because in his analysis “capitalists as social actors” scarcely even make an appearance, and the agents and protagonists of the process remain “silent and anonymous in the background” (Ferrarotti 2007). Others have stressed the misleading character of the two main theories which have dominated the debate concerning the genesis of capitalism: Marx’s theory of original accumulation and Weber’s theory of the Protestant ethic, criticizing the hypothesis, originally entertained by both Marx and Weber, whereby the mystery of capitalist society is solved in terms of collective subjects, structural factors and historical conditions that triggered the mechanisms of a permanent capitalist revolution (Pellicani 1994).

As a result, a common denominator among all of them, whether they are proponents of traditionalism and conservatism, moderate state paternalism, or liberal socialism, is to answer some fundamental questions: “Is democracy without capitalism realizable?” Or, in other words: “Are there alternatives to capitalism?” “Is it possible to combine capitalism and democracy?” And, if it is: “Which capitalism, within which democracy?”

As some of them argue, the question of the “alternatives” to capitalism is a false problem: it shows traces of an “ideological” approach, since long time rejected in words, yet hardly abandoned indeed.

I believe that our intellectual genealogy of theory and practice of democracy (liberal, social, republican, communitarian, deliberative, transnational and cosmopolitan) can help us to answer those fundamental questions. While capitalism without democracy is possible—this is the fact of the matter—democracy without capitalism is not a realistic option; but we cannot cease to think of democracy and its multiple dimensions. Theories of democracy are “transformative political practices,” and these practices can act on the “transformative” power of the global capitalism.

LORELLA CEDRONI

Pittsburgh (PA)-Rome, January 2008-August 2009
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Chapter One

Vilfredo Pareto: The Transformation of Democracy and the Plutocratic Cycle

Generalizations1

The Transformation of Democracy is an imprecise title. But we will utilize it here for lack of a better one. To begin with the term “democracy” lacks definite meaning, as do many other terms borrowed from vulgar language. Sumner Maine sought to avoid definitional problems by replacing it with the term “popular government,” and he published a book under this title. But this second term is no more definitive than the first. Nor should we entertain any hope of finding terminology for a more rigorous and precise expression of a condition which is indeterminate and transitory.

The transformation from one state to another does not occur suddenly. Rather, there is continuous mutation similar to the process of evolutionary development in living creatures. We wish to study an aspect of this transformation.

Employing experimental method, we must not only reveal a sequence of change but also discover its correlates. If we were do otherwise we would run the risk of supplanting objectives research with subjective explanations reflecting our biases.

Two difficulties arise at this point. First, social processes take a long time to complete. My previous effort to conduct this king of inquiry fills Treatise on General Sociology. I will therefore be obliged to make frequent reference to that work.2 And in order to save readers from having to familiarize themselves with that work in complete detail, I will preface this study with some relevant findings. The second difficulty comes from the fact that a large number of historical documents are available for analysis. The volume of previous work, even restricting our attention to transformations of “popular government” of which the present European transformation is a subset, is monumental. Even this limited focus would be a broad topic for treatment in the space available. So it will be necessary to be brief and summarize. I will therefore need to limit myself to a few examples.

Many good books are available to readers wishing to study this topic in great detail. Surely, I would not be so presumptuous as to complete with them. On the contrary, I fail to cite them all here it is for lack of space rather than to conceal my indebtedness. And it is also because I intend to avoid writing a history of thought on the subject. Nor will I be restrained by the reverence I owe a master. If I note the disjunctions between a master’s theories and the facts it is because concern with fact must direct all scholars following the precepts of experimental method.

Let us recall some general principles drawn from Treatise on General Sociology. We have to study the substance of events. We must assess how events have been viewed by people and discern the patterns of reasoning to which those events have given rise.

Sentiment and interests are the most constant and therefore the most important elements constituting the substance of phenomena (2146). Sentiments, and the residue which correspond to them, are analyzed in Treatise on General Sociology. Material interests and the analysis of political economy are also discussed in that work.

The manifestations of sentiments and interests can vary, as do their logical consequences. These manifestations and consequences have typically been subjects of study by historians. Among the modern branches of history, those which inquire into the origins of institutions are very valuable.

Men view facts through their own prejudices. And if civilized people no longer believe that the sun plunges into the ocean every evening, they harbor other believes which are equally unrealistic. Moreover, it is natural for people to speculate about why things happen as well as how they happen. Logical-experimental science enables us to answer such question within certain limits. But men show disdain for contingency and refuse to accept such limits. They aim instead for answers which are absolute. And since people rarely approach the study of social topics experimentally, pseudoscience replaces real science in the search for the absolute answers people crave. Interpretation of facts is determined by sentiments, desires, prejudices, and interests which often unknowingly motivate action. It is this way that products of thought which we called “derivations” in Treatise on General Sociology have their origins.

None of these factors have any bearing on logical-experimental science.

Derivations are highly variable. They are often multicolored and fleeting like a rainbow. They simultaneously embody and obscure underlying social facts. We studied these facts in Treatise on General Sociology by analyzing the essence of derivations.

Neither metaphysics, which has absolute principles, nor empiricism, which is satisfied with superficial resemblances, are concerned with providing accurate analysis. Empiricists, in order to explain existing phenomena, look or past phenomena which are exactly alike. But like phenomena are not and cannot be found because history never really recurs. Infinite combinations can arise from the elements of human action, and history only chronicles such combinations.

Social order is never perfectly still: it is in perpetual motion. But metamorphosis can occur at different speeds. It can be observed in ancient times in Sparta as well in Athens, and in modern times in China as well as in England. The difference is that change can occur at a slow pace as in Sparta or China, or motion can proceed quickly as in Athens or England. Moreover, such differences can characterize the same country at different points in time. For instance, Italy has experienced perpetual motion from the legendary times of Romulus until the present, nut the process of change is more intense some years than others.

It is easy to understand how people mark the dawn of a new age. The coming of Christ marks the beginning of a new age for Christians, Hegira for Muslims, the French Revolution of 1789 for believers in “democratic” religions, Lenin’s resolution for a fervent believer in the Third International, and so on. Practitioners of logical-experimental science should not dispute such claims because they are matters of faith and go completely beyond the experimental field. But if, from a logical-experimental point of view, one considers events only as facts without taking into account the adherence to faith they engender, it must be acknowledged that historical periods differ only in specifics. In their substance, events correspond to the peaks on a continuous curve. Reasoning from the peak downward, there was a Christianity before Christ, an Islam before Mohammed, a “democracy” before the French Revolution and a Bolshevism before Lenin’s revolution.

It is useful to distance one self from precast beliefs and examine events in this way, for detachment is indispensable in experimental science, but questioning faith very often impedes action. Although skepticism spawns theorizing, faith motivates people into the action that practical life requires. Ideals can be absurd and yet very useful for a society. We will have to frequently remind ourselves of this because the fact is easily neglected.

Maintaining a distinction between what is good for experimental science and what is good for society is fundamental. I wrote about that a length in Treatise on General Sociology. It must be mentioned again here in order to avoid the risk that some readers may interpret my observations of fact and relations among facts as advocacy of a particular state of affairs. This has often happened to me in the past. If I think I can conclude from historical facts that our bourgeoisie is running toward its ruin, that does not mean that I judge this trend to be “right” or “wrong.” Neither would I evaluate the ruin of feudal lords, brought on by the Crusades, as good or bad. I would not exhort the bourgeoisie to change its path or preach for the reform of customs, tastes, or prejudices. Nor, even less, would I lead people to believe that I have a recipe to cure the illness from which the bourgeoisie or the wider society suffers. Quite the opposite. I declare explicitly that any such remedy, granted for the sake of argument, is completely unknown to me. I am like the physician who recognizes that the patient has tuberculosis but who does not know how to cure it. Let me add that, until the social sciences advance further empiricists and practical men have more insight into cure for the social organism than will physicians and scientists, even though the former can sometimes draw upon the knowledge of the latter.

Rationalism, as one of the intellectual “religions,” reinforces the position that there should not be a distinction between theory and practice, a distinction between what is logically possible and faith in the impossible or fantastic, or a distinction between real goals and ideal goals. Rationalism suggests that one should work to make these distinctions disappear. So be it, but I study what is and not what “should be.” And when men’s sentiments, tastes interests, and patterns of behavior will change, then the explanation we concoct will change, but not before (2411).

Only one objection might be raised. If a new order were impeding we should sense its arrival and would therefore be in a position to consider it scientifically. But there is non indication that the pattern of unfolding events which has been observed for more than two thousand years is likely to end. Let us leave the trouble of studying the sociology of men of the distant future to our descendents and satisfy ourselves with sociology of men of the past, present, and near future.

The number of people agreeing with this position is growing smaller even as I write. And adherents may completely disappear now that I am about to illustrate the operation of my theoretical principles. Yet, I cannot conceal these consequences.

The first consequence is that one must decline making absolute judgments and be content with making contingent judgments. Every state results from pas states and constitutes an origin for future states. Those who would like to pronounce an absolute judgment of “good” or “bad” should be familiar with all the future states which spring from the current state of affairs.3 And since this is not possible one must decline from making absolute judgments and be content with contingent judgments. People can only define “good” and “bad” but examining the “proximate” effects of a state of affairs under study an by setting limits to the term “proximate” (realizing that long-term trends often produce very different results).

Were the proscriptions of Roman Triumvirates, or the terror of the early period of the first French Revolution, or the terror of the Bolsheviks “good things” or “bad things?” This question can only be answered in terms of sentiments and faith which have their basis in a priori reasoning, metaphysical concepts, etc. The question cannot be answered in terms of logical-experimental science.

A rough concept of interdependence of historical phenomena is apparent in Clemenceau’s assertion that one must consider the French Revolution in total (as a block) and that those who accept a part of it must accept it all. Here one can clearly see the difference between a scientific explanation and a derivation. If Clemenceau wanted to be logical he would have had to extend this principle to the Russian Revolution. But on the contrary, Clemenceau fails, without giving any explanation, to consider the Russian Revolution as a “block.” He condemns it because of its “terror” while refusing to condemn the French Revolution for exactly the same reason.

We can take this opportunity to observe that the case just mentioned is one particular example of a more general phenomenon (the use of derivations to justify a course of action). One can say very little new about social facts that recur in every era because they have, in all probability, already made an impression on intelligent men. The difference between these prior impressions and our scientific vantage point can only be that science offers a closer approximation to experimental truth.

Let us construct an analogy. Ignorant men explain “rich” and “poor” soil differently than do chemists. Chemists know and ignorant men ignore the elements of which different types of soil are composed. However, chemists consider the terms “rich” and “poor” acceptable and precise. But ignorant men feel that these terms lack precision and should be discarded in rigorous scientific discussion. It would be nonsense to neglect the scientific advances made in chemistry or to say that chemists merely plagiarize from common sense. Nor is it correct to argue, as come supposed “gentlemen” do that each new social theory has been copied from past authors. Some go so far as to suggest that Aristotle anticipated Darwin’s theories.

A concept of economic oscillation can be found in the biblical story about seven fat cows and seven skinny cows, as well as in Clement Juglar’s work on economic crises. But the approximation of these theories to reality is inadequate. The concept of oscillation in the character of society as a whole can be found in the approximations of Vico’s metaphysical theory, in Ferrari’s theory, or in modern logical-experimental science.4

The careful study of facts teaches us a very important lesson. It is that “oscillation of the various parts of the social whole are interdependent. These oscillations are simply the manifestations of changes within the parts themselves. If one insisted on using the misleading term ‘cause’ one could say that the descending period is the cause of the ascending period that follows, and vice versa. But this is only in the sense that the ascending period is indissolubly joined with the descending period which precedes it, and vice versa. Generally, therefore, different periods are only the manifestations of stages in a single cycle. Observation reveals that periods succeed one another, and to follow this succession is to discover an experimental uniformity. Oscillations vary according to the length of time required for their completion. Oscillation can be very short, short, long, or very long” (2338). Therefore, we must determine whether the transformation we now face will be a brief oscillation in response to ephemeral events, or a moderate movement, or a major change in cyclical events (1718).

A second consequence is drawn from the observation that a search for the most “outstanding” from of government is vain and fanciful. This follows from the indeterminate nature of the term “outstanding” (2110). It also follows from the fact that an impossible event is implicitly assumed to be possible, that ism it is assumed that the process of change slows in favor of good government.

One also confronts serious difficulties because the social sciences have failed to advance very far. On the other hand, one might hope that we will partially overcome obstacles that obscure uniformities from view and obscure the nature of interdependence among social facts. . . .

The Plutocratic Cycle5

Examining another aspect of the phenomenon in question will provide further insight into the underlying dynamics we seek to discover. Let us consider the patterns of economic and social development in European societies over the past century or more. A number of observations can be made if we examine long-term trends rather than incidental disturbances.

First, wealth has greatly increased. And along with wealth, savings and capital invested in productive enterprise have also increased.

Second, wealth continues to be unequally distributed. Although, from the vantage points of some, inequality may seem to increase or decline, the overall distribution of wealth has remained about the same.

Third, two social classes have steadily gained in power and importance: the class of wage earners—factory workers in particular, but more generally, all wage earners. Speaking in a rather vague and loose way, the growing power of wealthy speculators might be viewed as a “plutocratic” tendency while the growing power of wage earners might be viewed as a democratic tendency.

Fourth these two classes can be thought of as having in some sense cooperatively united or formed a partial alloy. This trend has been particularly apparent since the end of the nineteenth century. Even though the interests of speculators and workers do not correspond completely, it happens that certain members of both classes find it profitable to operate in the same way—to impose themselves upon the state and use it to exploit the remaining social classes. It also follows that plutocrats are able to forge and effective union because they are astute and can deceive the masses by manipulating public sentiment. This gives rise to the widely observed phenomenon of demagogic plutocracy.

Fifth, while the power of speculators and wage earners is growing the power of the two remaining classes is declining. That is to say that the class of independent property owners who are wealthy or well-to-do but do not speculate, and the military class are losing power. In particular, the power of the military classes has markedly diminished. And although the military remained powerful in Germany until World War I, its power has now declined even in that nation. An extension of suffrage from the haves to the have-nots is one sign of the intensity of this change. It must be noted that the haves include many people who are not speculators, and the have-nots include many people who have interests in common with speculators. The have-nots also include many who can be taken advantage of because they have sentiments (and manifest behavioral residues) that can be used by speculators. This has often been done in order to augment the power of speculators at the expense of wage earners.

Sixth, little by little, control over instruments of force passes from superior to inferior classes. This characteristic and the next are aspects of the shattering of central power.

Seventh, modern parliaments seem to be an effective tool of demagogic plutocracy. First in elections and later during deliberations, parliamentary procedure favor those who are skillet in manipulative dealings. It is for this reason that parliamentary government follows in part the fate of plutocracy. It thrives and declines with plutocracy. Transformations in parliamentary order, which are also transformation in democracy, are correlated with plutocratic cycle.

Some facts must be placed in their proper historical perspective. We must avoid the common habit of attaching excessive importance to what happens before our own eyes while disregarding the past. We must also avoid the opposite inclination of presuming that the present is a faithful and precise repetition of the past. The study of History makes it clear that passage of time is invariably characterized by cyclical oscillations rather than uniform change in a single direction. In spite of the complexities involved, we can recognize a general pattern of oscillation. This pattern arises from man’s own nature. We are regulated and governed by agents divided into two groups: one preferring to rule primarily through consensus and the other preferring to rule primarily through the use of force (2251). The social order consequently fluctuates between these two poles.

Consensus can be obtained through different kinds of appeal. Consensus can be predicated upon community of interests, or upon religious sentiments, customs, prejudices, etc. The latter correspond to residues, which I identified as “persistence of aggregates” in Treatise on General Sociology. People motivated by customs and prejudices tend to be swayed by the persuasive efforts of persons using analytical reasoning or, as is more often the case, constructing derivations that rationalize or legitimize a particular line of conduct. These manipulative skills correspond to the “instinct of combination.” It is instructive to note how major categories of citizens have participated in government. Consider the two largest categories: the firs one formed by farmworkers and landowners, the other one by tradesman, industrialists, and managers of public works. “Persistence of aggregates” (or stubborn adherence to established ways) is almost always strong in the first group. “Combinations” (or deceit and cunning) are almost always strong in the second. Therefore, the character of society will differ fundamentally depending upon the category from which leadership originates. When the first category dominates, the ruling elite can support itself. But when the second category dominates, society often becomes more plutocratic. For in consuming more than it produces, such an elite will often find it advantageous to institute demagogic or military control in order to solidify its position. Demagogic control is less expensive to exercise than military control as long as the elite minimizes its warlike undertakings.

The inclination to rule through use of the force and the inclination to rule by obtaining consensus often appear separately and in opposition. Exceptional individuals can have both sets of inclinations and accompanying skills, but the majority of governors tend to rely on one much more than the other. The fundamental character of the society changes cyclically as classes circulate and as one inclination replaces another.

Each of these systems of order can generate initial prosperity, but it then spawns decadence and decay. In this respect the fate of social systems is similar to the life cycle of living creatures.6 Oscillations correspond to such periods.

A theory of undulatory change in societies can be derived from these notions, which are only a compendium of experimental facts. This theory was dealt with at great length in Treatise on General Sociology. Consequently, we will only recall those passages that are relevant to our present concern.

Ancient Rome was a republic of farmworkers that became a plutocracy after the destruction of Carthage and the conquest of Greece. Agrarian laws (133-121 B.C.) initiated by the Gracchi brothers were intended to prevent this transformation and hastened it instead. But this is not at all unusual. On the contrary, politicians frequently seed to insure one state of affairs while unwittingly promoting the opposite. Roman demagogic plutocracy triumphed until Sulla’s time (137-78 B.C., dictator 82-79 B.C.). From that period until the time of Augustus (63 B.C.-14 A.C., effective ruler after 31 B.C.), the forces of demagogic plutocracy fought against the forces of military plutocracy. The empire eventually degenerated into a military bureaucracy similar in part to that of tsarist Russia.7 Both periods ended in cataclysmic social change. Mario and Caesar took advantage of demagogy and unknowingly prepared for the reign of Augustus. Only history will tell if the Soviet government will be subject to analogous vicissitudes and if Ivan the Terrible will have a successor with Lenin or following Lenin.

Agricultural interests dominated during the Middle Ages. This dominance was destroyed, little by little, by mercantile interests with the aid of royal power and bureaucracy. Several types of plutocracy appeared in the transformations leading to the modern period.

The extraordinary prosperity of the English plutocracy is notable. It is very similar to the Roman experience before the end of the republic. In both cases the principal sources of prosperity were farmers and rentiers who provided the demagogic plutocracy with elements of stability and force which it otherwise lacked.

In France Napoleon III (1803-1873) moderated the growth of plutocracy basing his reign (1852-1870) on agricultural interests and making use of militarism. In this respect his reign resembled that of Augustus. Both regimes also ended with military confrontations against foreign adversaries. But the French empire was destroyed at Sedan while the Roman Empire was only shaker by the defeat with Germans (led by Arminius) inflicted upon the legions of General Varus. Thus, accidental events are added to the bigger pattern of oscillations arising from intrinsic forces.

Agricultural interests were dominant at the inception of the Third French Republic; however the republic was soon transformed into a demagogic plutocracy which reached the height of its power during the period of the “Dreyfus Affair.” But war is not favorable to plutocracies, and the most recent elections in France indicate the possibility of an oscillation in the opposite direction. The agricultural class was enriched during World War I and has gained new importance. Small farm owners prevail in this class, and it therefore tends to have, even if only in some small degree, characteristics that are popularly called conservative. The French agricultural class lacks the kind of laborers one: finds in Italy, who are paid a daily wage, ask for expropriation of lands, and even ask to be paid for useless or fictitious projects. Frenchmen have always been warlike, and their victory in World War I has strengthened militarism considerably. The socialists have not kept faith with their principles; they have joined forces with the bourgeois government, and among them there are some insincere patriots and even some profiteers. The powers and importance of socialists have diminished as a result. We do not know if this recent trend, which began with the shattering of central power will continue. We do not know what the final outcome will be.

In Germany there was a military plutocracy aided by landed interests especially those in Prussia. The German military plutocracy has now been destroyed by rival Western plutocracies.

Let us disregard the insincere patriot making ethical pronouncements about the “defense of right and justice,” the “barbarity of the enemy,” and so on. Then World War I, to a great extent, looks like a conflict between military plutocracy and demagogic plutocracy in which the Russian bureaucracy intervened, in this sense the socialist analysis of World War I is correct. It was a bourgeois war.

Ruling elites, except for those in America and perhaps in England, miscalculated. Given the unrest that followed in the aftermath of the Russo-Japanese War, The Russian government should have foreseen the revolution (of 1917) but it ignored the warnings. The German government should have learned from Bismark that the road to war must be prepared through diplomacy. But it was presumptuous and did not care to learn. And the French and especially the Italian plutocracies failed to prepare for war even as they were moving toward it.

Leaders of the plutocracies initially believed that World War I would be short and inexpensive. And later, when they knew the truth, they wanted to continue making common people believe that costs associated with the war would be limited.8 World War I could have been very useful for the plutocrats because the art of governing resides in knowing how to take advantage of existing sentiments (2247 et passim), and patriotic sentiments were very strong. But plutocracies did not know how to stop in time, which is a common defect of such enterprises. They could have made peace in 1917 at a point when the war would have been useful rather than damaging to them.9 On the contrary, countries of the Entente (France, England, Russia, and later Italy) wanted to win, while the side on the Central Empires (Germany, Austria-Hungary, and Turkey) could not be resigned to the inevitable sacrifices required if one is to minimize losses by admitting defeat. Now both sides face almost insolvable problems. In this way the process of unfolding events a process that perhaps would have occurred anyway, was quickened.

The western plutocratic classes failed to realize that German and Russian militarism were indirectly useful. Not even the so-called conservatives (although it is unclear why they are called conservatives) realized this. Nor did the plutocratic classes realize that they gave the opposing demagogy a free hand by destroying German militarism, after the tsarist government had already disappeared. Now they want to act by fighting against Bolshevism, but it is too late. The Russian revolutionaries have allies inside the other nations of the Entente allies which are powerful and dangerous. And the more powerful they grow, the more that centralized authority will shatter. Supporters of centralized power try to maintain their positions by dint of expedients. In part, plutocrats allowed themselves to be misled by the same derivations they once used do deceive others and to induce the masses to stay in the trenches adding to these derivations excessive promises they knew they could not keep.10 One can really say in this case that the snake bit the swindler. A person who is sly is eventually deceived by someone even more cunning.

The military plutocracy in Germany was defeated by a foreign force. That was the demagogic plutocracy that is now spreading into Germany and has completely triumphed in the countries of Entente. Modern Italy was constituted by the bourgeoisie with indifference and some times opposition from the rural multitudes.11 The new government soon turned to demagogic plutocracy, which reached the peak of its power with Depretis and just afterward. As usual, the demagogic plutocracy has been damaged by the war, but it has not been defeated.

Generally speaking, the demagogic plutocracy now seems to be entirely triumphant. Perhaps it will be able to maintain itself for a long time in England, supported by earnings gained through the colonial hegemony which all powerful nations except the United States have pursued, willy-nilly. Rome exploited only the Mediterranean basin. England exploits a large part of the terrestrial globe. Only the future can tell whether effective internal forces will arise against the demagogic plutocracy will arise again in other countries and what uncertainties are in store in Russia and Asia.

Plutocracy is in greater danger in other European countries. But regardless of the time or place, we find plutocracy capable of turning desperate conditions to its own advantage. It apparently yields to rival forces with wily plans devised for recouping losses and concessions made to strong opponents. It circumvents obstacles it cannot overcome directly. And as usual, those people who are productive and delay gratification pay the costs of such conflict. They are all like good lambs, ready to be sheared.

The plutocracy has invented countless makeshift programs, such as generating enormous public debt that plutocrats know they will never be able to repay, levies on capital, taxes which exhaust the incomes of those who do not speculate, sumptuary laws which have historically proven useless, and other similar measures. The principal goal of each of these measures is to deceive the multitudes.

In Italy the Honorable Member of Parliament Falcioni’s bill concerning “latifundium and concessions of lands to peasants” will not reduce contemporary plutocracy any more than the Gracchi agrarian laws harmed the plutocratic classes in Rome after a short period of tumultuous adjustment. If it were effective it could damage the plutocracy, as could the “popolari” bill to increase the number of small landowners, because such an agricultural class is now the only rival plutocratic interests have to fear.

Bread sold below cost of production, housing sold at reduced price, and other benefits are provided citizens, But as long as the production of savings is not too damaged plutocratic interests will be able to continue enriching themselves in the same way that enrichment occurred during the Roman plutocracy. Food rationing acts were initiated during the republican period and then retained and expanded by the empire.

Such similarities in general conditions and responses are inherent in the very nature of the plutocratic cycle. Therefore, present trends will continue for a time, and the decadence of Roman plutocracy could really be, at least to some extent the image of plutocracy which is our impending fate.

Certainly, we are now (1920) at a point that is analogous to the one in which the Roman plutocracy found itself at the end of the republic. Also, if we are to consider analysis of cycles in different countries and at different points in time, it seems very likely that being close to the peak of a cycle, we are soon to embark upon a descent.

This analysis has been brief, and one would like to know more. But it is better to know a little than do know nothing at all. For knowing a little does not exclude the possibility of acquiring deeper understanding. On the contrary, knowing a little prepares the road for learning more in the future.

If we are to learn more, experimental science must be our trustworthy guide.

Notes

Reprinted from Vilfredo Pareto, The Transformation of Democracy (Charles H. Powers, editor, Renata Girola, Translator), (Transaction Publishers: New Brunswick (U.S.A.) and London (U.K.) 1984), fourth printing 2008. Reprinted with permission. [Only the footnotes of the Author have been here reproduced from the English Edition, where not indicated].

Vilfredo Pareto (1848-1923), graduate at Polytechnic Institute in Turin, was a consulting engineer for the Rome Railway Company. He studied Political Economy and beginning 1893 he taught Economics at the University of Lausanne in Switzerland. Pareto’s contributions to sociology were matched by his early efforts in the field of economics. On 1902-1903 Pareto published The Socialist Systems, and in 1906 Manual of Political Economy. In 1914 he completed the famous Treatise on General Sociology, initially published in English as The Mind and Society (New York: Harcourt, Brace, 1935).

1. This chapter was originally published on May 5, 1920 in Rivista di Milano. It appeared in monograph form as Trasformazione della democrazia (Milan: Corbaccio, 1921) [Ed].

2. I will do this by using parentheses to note the numbers of passages, rather than page numbers, from Treatise on General Sociology.

3. See Treatise on General Sociology, 2238, 2548 (B2).

4. See Treatise on General Sociology, 2230.

5. This chapter was originally published on July 5, 1920 in Rivista di Milano. It appeared in monograph form as Trasformazione della democrazia, (Milan: Corbaccio 1921) [Ed].

6. See Treatise on General Sociology, 2541.

7. This will not be expanded upon here because it is described in great detail in Treatise on General Sociology. Although Treatise was written before World War I, modern plutocracies have precisely the characteristics described in that work. Similarly, contemporary events confirm our earlier forecasts of cyclical change.

8. When leaders were trying to convince people that the war would be short, I wrote: “It is likely that the present war will be a long one. One can see what a serious mistake was made by those who asserted that war had been made impossible by increased destructive power, and one will see that an equally serious mistake is being made by those who believe that the present war will not last because financial difficulties and famine will affect one or more of the belligerents,” Giornale d’Italia, (September 25, 1914). That future tense “one will see” in 1914, today, in 1920, has become the present tense “one sees,” and also the past tense “one saw.”

9. I wrote about this at greater length in an article titled “After Four Years of War” appearing in the journal Coenobium edited by Enrico Bignami. This article might not have been published elsewhere, and Mr. Bignami is to be praised for his impartiality. At the time I wrote that article I had come under attack for maintaining that the lessons of history allowed us to forecast that the League of Nations, despite appearances to the contrary, would prove to be an instrument used by powerful nations to maintain their hegemony. In which direction have things gone, and in what direction are things going? In the Coenobium article I repeated the forecast that many states would pay their debts by devaluing their currency. Examine the present value in gold of the monetary units of Austria, Germany, France, Italy, etc. Then assess whether states repay debts and interest with good currency or depreciated currency.

10. Now that plutocracy renews its deceit, making common people believe that, through a presumed reduction in the luxury of the well-to-do, the government will be able to pay war expenses and promote higher wages and greater employment without affecting the amount of capital investment. In this way the wasteful squandering of the war is offset not by more work and increased production but by reductions in both. Quickly note that for the moment luxury has not diminished. Instead, it seems to have moved from the old rich to the new rich, from savers to speculators. There are always people who can be take in. Humans shall be a race of dupes for time immemorial.

11. Note that in southern provinces the opposition of the common people to bourgeoisie, the “gentlemen,” was violent in 1860 and for a few years thereafter. Under the dominion of plutocracy this opposition more or less resigned itself, but is now being rekindled and expresses itself in milder form in Popolari (or Cattolici Popolari, a political party supporting agrarian reform). Clearly, there is a tendency for forces which are repressed by central power to reappear as soon as that power weakens. This phenomenon is of great importance and is very widespread, being evidenced far beyond the boundaries of parliamentary disputes and manipulations.


Chapter Two

Guglielmo Ferrero: The Mystification of Capitalism

There is a mystification of the totalitarian propaganda that France and England have, in my opinion, to fight with greater energy. According to it the present war is conceived as the war of the French and Anglo-Saxon capitalism against the proletarian States that want to make free the world from the capitalist tyranny.

We have to live in a neutral country in order to realize how this unbelievable absurdity is penetrating everywhere. Right-end forces are arrived to say that Finland is the “avant-poste” of the Western capitalism.

The word capitalism is an ambiguous word, it signifies the groups that administrate or posses the capital—in terms of banks, industries, trades. Within capitalism we can include the huge—not the small—ownership. But these “capitalist” groups—as I have frequently written—did not have any political influence on the European states. Their domination on the state is a fairy tale invented by socialists, and the first feuilleton is the Communist Party Manifesto that Marx and Engels published on 1848.

After 1848 the capitalist groups had a certain influence on the economic realm and, most of all, on the agricultural, industrial and trade interests. This influence shares the same characteristics of the trades unions’ influence: the defense of the legal and legitimate interests often despite of the general interests.

Among the other big political issues—weapons, colonies, peace, wars, and governments—capitalism has no influence. It does not because capitalism never had the hands on the lever of the command, either particular political program of internal or foreigner policy.

A great part of bankers, industrialists and traders do not have influence on policies as long as 150 years all over Europe and what they understand is only their engagement in commerce and in business. Except for some republics—France and Switzerland—and for some constitutional monarchies (United Kingdom, Belgium, Netherlands and the Scandinavian countries), Europe has been governed—until 1914—by civilian and military bureaucracy; Parliaments and other organs of control—where they exist—are controlled by the executive power.

When the socialists say that the world war I was provoked by the imperialistic capitalism it is because they live in a world of dreams. World war I was caused by the Eastern problem that is an old question raised on Eighteenth century between the Viennese court, and the Russian court of St. Petersburg.

Other political conflicts have been provoked by the Eastern situation, but they were originated from the dynastic politics that, after the thirty years war to 1914, has been the foundation of the European history.

Capitalism did not play a role in World War I; the responsibility is of the great continental dynasties—Hohenzollern, Hasbourg, Romanoff. The anger of the people was right, but unfortunately the people can’t be substituted for representative governors capable of living and acting for them, and two third of Europe are precipitated into chaos. Besides, there are no capitalist nations, neither proletarian ones in Europe; on the contrary there are rich nations and poor ones, nations with a degree of unsustainable poverty. These countries were ruined by twenty years of war that dilapidated their resources and capitals. Before 1914 Germany have got as “espace vital” the entire world. This war can cause a great damage on the rich people, and the proletarian people can be reduced to a state of extreme despair.

This war is not a war between capitalist people and proletarian people; it is a war between States where the suffrage is free and the opposition is respected, and States were the right to vote is kept in chain and every form of opposition is denied. It is a war between nations that are ruled by legitimate governors and nations with illegitimate governments.

This is the point: the totalitarian states try to capture the attention of the entire world saying that France and England are “capitalist” states. This accusation may have a particular impression on the ignorant mass, but not the free people. It’s true that in the western democracies, bankers, industrialists, merchants and owners have more possibility to defend their interests and rights, unlike the people who live in totalitarian states.

Political freedom is the regime in which every group of interest is respected; some of them often abuse the freedom and this is unbecoming and we have to find a remedy as possible we can. But possible abuses cannot diminish the greatness of the principle of freedom, the sole that a civilized society can accept.

Capital, Peace and War

Huge War Riches Upset America’s Old Time Puritanical Balance

The United States was already very rich twenty-two years ago; at least as rich as the richest State in Europe, which at that time was England. After the lapse of twenty-two years I found its riches had increased enormously.

The little towns had become big ones, the big ones had grown out of all proportion, all enterprises such as banks, industrial and agricultural undertakings, mines and commerce hat multiplied and develop in all directions.

The standard of life of the masses had reached a pitch which a generation ago would have seemed chimerical. The system of communication had doubled.

The United States had at that time only its immense system of communication; it has added to it an immense network of roads for automobiles and is developing its airways.

Finally, in 1909, the United States was still in debt to Europe, although for small sums compared with its total riches. When I came back to America I found it the creditor of the world, and for enormous sums.

But its riches have not only increased it also has changed character. It has become, if I may thus express it, overflowing. Riches abound on every side, even in this time of depression, like a river in flood. The riches of 1909 were more modest and more regular. Why?

Years of Progress. Wealth and Population Increased at an Even Pace

The riches of 1909 were the result of a gradual and relatively slow increase, which was bound up with the economical development of the whole world, after 1870. The years passed between 1870 and 1914 were the happiest, if not for the whole world, at least for America and Europe.

During the peace, population increased with the production of gold, manual labor and capital abounded, means of communication, industry, agriculture and commerce developed rapidly, but without leaps and bounds, with a steady and simultaneous movement in all countries of the two continents. The United States, for reasons that it is easy to understand, profited more than any of the other countries of the Western world by this general prosperity.

The enrichment of America during the years which followed 1914 is no longer a special case, though the most brilliant one, of the universal enrichment that took place. It is the paradoxical consequence of an appalling catastrophe that devastated a part of the Western world—the World War.

Those riches flowed into the United States by three channels:

1. The enormous and very advantageous orders given to the United States by the belligerent powers.

2. The rise in price of almost all primary materials—oil, coal, cotton, wheat, wood, iron, copper, etc., etc., which was produced by the extraordinary consumption of the war.

3. The German blockade of Russia up to 1917, and the Revolution after 1917, which suppressed the competition of the Russian Empire with America for nearly fifteen years.

This is why that enrichment was so different from the first. The first was gradual and with a reasonable slowness. The enrichment after 1914 was sudden, violent, exceptional, rapid too.

The abnormal and diseased character of that enrichment is shown in the enormous accumulation of gold which was made in the vaults of the Federal Reserve Bank. Up to 1914 the United States had been able to en rich itself without attracting to itself such prodigious quantities of gold, because its enrichment had been gradual and was a part of the universal increase of riches.

At that time each people only asked from other peoples the merchandise or the services for which they could pay by other merchandise or other services. At that time, a time of order and happiness, only minimum differences were liquidated every year gold, which did not disturb the monetary balance of the world.

During the war all the belligerent powers were forced to buy from the United States large quantities of merchandise which exceeded in value what they could repay, either in merchandise or services. They were forced to discharge their debt, to divest themselves in increasing quantities of their precious metals, which flowed to America.

The historian easily recognizes In that trans-Atlantic emigration of gold the eternal drain of precious metals which war has made in every epoch.

It was that same process of draining which, during the last two centuries of the Roman Republic, caused the greater part of the gold and silver of the Mediterranean countries to be drained into Italy and Rome.

Money and Morality. Enrichment of Nations Develops Weakness of Luxury

It was the same process of draining which, between 1789 and 1815, transported a great part of the gold and silver of Europe into France. Formerly it was the strongest belligerent who took possession by force of the gold and silver of the vanquished or weaker side.

We have now become an industrial civilization; war is an enormous consumer; the gold of the conquerors and the conquered passes to the neutrals who can provide the belligerents with all that they require.

The United States, during the three years its neutrality lasted, profited by this condition of things more than all the other neutral powers because it had more to sell.

If the process by which war heaps up gold in certain countries is different, the result is the same. In the main after 1914 the same process occurred in the United States, under more complicated and refined forms, that had occurred more grossly and simply in Rome during the last two centuries of the Republic. Then the frequent wars transported there the precious metals of all the Mediterranean basin.

In the United States, as in Rome, a sudden and violent enrichment took place which upset the moral and social balance of an old Puritanical society.

The struggle between increasing riches and traditional Puritanism is not a near fact in America.

Twenty-two years ago I was already conscious of the existence in America of a Puritan society in which, as in Roman society, at the end of the Republic, the growth of riches developed a spirit which in history is the opposite of Puritanism. We might call it Sybaritism—the passion for enjoyment and luxury under all forms, refined and gross, moral and vicious. The contrast had struck me; and it then already seemed to me to be the essence of American life.

The American Problem. The struggle of Puritanism and Sybaritism Heightened

But if Rome and the United States al ready at that time resembled each other, there was then still this difference: Twenty-two years ago the riches of the United States were due to peace and industry and not to war, like the riches of Rome. They were, consequently, of a more normal and less violent origin, which softened the shock between Puritanism and Sybaritism.

Today the parallel between the United States and Rome is much closer. The riches of the United States also are partly an effect of the war, which has caused a part of the old riches of Europe and Asia to cross the Atlantic. Those riches also have increased suddenly and violently. They have accentuated, by carrying it to extreme, consequences that struggle between Puritanism and Sybaritism which had already struck me in a less accentuated form twenty-two years ago.

That accentuation of the struggle between Sybaritism and Puritanism, which was produced in the United States by the World War, is, to my mind, after the crumbling of European influence, the second great novelty which I found in America in 1931.

The two events combined seem to me to give the clue to many American problems.

Notes

The writings here collected are two articles by Guglielmo Ferrero, La Mystification du capitalism, “La Dèpêche” March 31, 1940, translated in English, and Huge War Riches Upset America’s Old Time Puritanical Balance (New York American, Inc. July 12, 1931).

Guglielmo Ferrero (1871-1942) was historian, sociologist, journalist and economist. Graduate in Law at the University of Turin and in History at the University of Bononia, beginning 1891 by 1894 he traveled in Europe and on 1897 he wrote a reportage The Young Europe. In 1893 he collaborated with the criminologist Cesare Lombroso writing the Female Offender. In 1902-1907 he published The Greatness and Decline of Rome (5 vol.), and was invited to the White House by Theodore Roosevelt in 1908. During the fascist regime (beginning from 1922) Ferrero refused to collaborate with the regime and was posed under control. On 1924 Ferrero as other antifascist intellectuals signed the Manifesto of the Democratic Alliance and in 1925 he wrote Democracy in Italy immediately censored by the regime. On 1929 Ferrero leaves Italy and he went to Switzerland; after one year he was invited to take a Chair in Contemporary History at the University of Geneva, and simultaneously hold a post in the European Institute of International Affairs. In 1936-1942 he published the trilogy: Bonaparte in Italy, Reconstruction, and The Principles of Power (Brentano ©: New York, 1942). [Ed.]

G. Ferrero, “Huge War Riches Upset America’s Old Time Puritanical Balance,” New York American, Inc.© July 12, 1931. Reprinted with permission.


Chapter Three

Luigi Einaudi: Economy of Competition and Historical Capitalism

The highest immaterial and spiritual fruit of the economy of market is the separation of economics from politics. The decision of what should be produced, how and how much, are taken directly by the true and only patron of the market: man, the consumer. The consumers decide, each for himself, and the producers obey in order to satisfy the needs of the consumers to the utmost.


The economic system of competition guarantees success only to those who are able to furnish an equivalent service to the consumers, and it ensures at the same time that defective services receive their inevitable punishment in losses and, in the end, through bankruptcy in the expulsion from the market of those responsible for production (the ‘entrepreneurs’). In a genuine economy of market it is impossible to extract from another a return without giving a corresponding service and to evade the just punishment for defective services by transferring the losses onto other peoples shoulders. This system enjoys, to its advantage, a double instrument; on one side competition, and on the other side, with the coupling of responsibility with risk, the pairing of success with loss. This principle of coupling, thanks to which the rulers of the productive process enjoy personally and completely the rewards of success and, in the same way, suffer the losses of failure, so that those who assume the risks of success and of failure come to direct the economic process, is one of the fundamental laws of our economic order, and it would be; hard to demonstrate that it is unnatural or unefficacious.1



In economy of market governed by competition, the achievement of a net profit is the sign of success, in that it satisfies the needs of the consumers that are graduated in a scale of urgency set down by the consumers themselves. But since the fear of loss is much stronger than the desire for gain, one could also say that in the ultimate instance the system is regulated by the institution of bankruptcy.


This means that in the pure economy of market it is not the state or the political power of individuals that determines the process and the individual economic success, but the market, in which each must justify his own needs with an equivalent service. It is the importance of the service rendered that is decisive, and not the influence that one might exert on the state or on political life. Economy ceases to be a political fact; the producer is forced to wait in the consumer’s antechamber, not in that of the minister of state. It is the market which has to be studied, not parliament.2



These are not material results, but spiritual ones. Their importance, already very great, continues to grow if we look, beyond individual countries, to the relation between nation and nation.


In an overpopulated world in which men’s needs and technical productivity, adapted to much larger markets, drive international economic relations to expand and to intersect, the co-existence of great, medium and small countries, of strong and weak states, of rich and poor territories, would lead to a permanent war of all against all for the largest possible extension of vital space; and here political sovereignty would determine economic utilization, or, even, as in the socialist state, would become identified with it completely. The decisive point, on the other hand, is that the liberal character corresponding to the pure economy of market of the old economy had neutralized national frontiers and political sovereignty over territories producing raw materials and their national dependency to the highest possible degree. There still remained sufficient grounds for international conflict, but in the era of much-despised capitalism, the liberal order had at least reduced to a minimum the poison of an unequal distribution of raw materials, of the difference between productive capacity and density of population in the various countries, and of possible political contrasts between the have and the have-not. Only thus was it possible for small countries like Switzerland, confined inside a narrow space, to achieve such great prosperity. Just as international order guaranteed political coexistence, so the liberal economy assured an economic co-existence of great and small countries on the footing of perfect equality, and this excluded any exploitation of weak countries by stronger ones. In the economy of market, in which the economic and political spheres are separated completely one from the other, the search for political sovereignty over countries producing raw-materials with the aim of securing the procurement of these, had in itself something paradoxical, because the relations between buyers and sellers took place in the field of private economy and in private legal forms The fact that a given state could exercise political sovereignty over territories producing raw-materials did not signify at all that it “possessed” the production of these raw materials. Sovereignty and economic domination are in fact very different things in a liberal world dominated by the economy of market. In a liberal world economy the frontiers of states are devoid of any appreciable economic importance. The world market is more or less a unity with equal opportunities for everybody to buy and to sell, if we make allowances for national frontiers and political dependency. In such a world a problem of raw materials, a colonial problem or a problem of so-called “living space” do not exist.3



Liberty, political detoxification of economic fields, purification and peace, these then are the non-material services of a pure economy of market. And it results in splendid material fruits: in a rise of production, and a rise of the standard of living of the masses, which can be measured by the true rise in workers’ wages between 1800 and 1900, which slowed a fourfold increase. It is customary to look on this, with a narrow materialistic vision, as deriving from machine technic and from division of labor. But why could these economic causes only unfold when the economy of market had provided the suitable economic, psychological and political conditions? And why did these same technical factors not produce the same results where liberty, ownership, competition and market were lacking? “Les terres sont cultivées en raison non de leur fertilité naturelle, mais de la liberté don’t jouissaent les habitants dans les échanges,” said Montesquieu in the Esprit de lois.

If we contrast the collectivist system with the economic system founded on the competition of the market—which we may very well call liberal and democratic, because it is built on consumers, demands and on the satisfaction of real needs, not only the needs of the majority of consumers, but of everyone in particular—then the superiority of the second becomes evident and surprising. In collectivist economy the batón of command is transferred from consumer a market to manager and office.


The decision as to how economic productive forces are to be utilized transferred from the market to the office of a state official; it becomes a political matter; and one has to be provided with an uncommon dose of one-sidedness of demagogy to assume that we are dealing here only with an innocent chapter of “pure administration,” which does not touch the kernel of political constitution or touches it only as little as does the care of public health, which we willing leave to the specialists. In reality, a tombstone is erected over political and economic democracy—as we can see very well from the fact that in social states the consumer is regarded as an importunate figure, who should have on those needs which a production exercised or controlled by the state considers it right to satisfy.”4



What, then, can we substitute for the desire of gain and for the fear of loss and, in the last analysis, for the supreme tribunal of bankruptcy, as a criterion of choice for producers who are called upon to satisfy consumers’ needs? “It is very doubtful whether a similar equivalent can be found and it has certainly not bee found yet.”5 Unless we regard as effective the penalties of forced labor and of death, to which functionaries accused of sabotage are condemned in communist Russia; it is a corresponding concept to that of the bankrupt businessmen in the economy of competition.

The spiritual and non-material results of the collectivist system are equally opposed to those of the economy of competition. Here politics are freed from economy; over there, in the collectivist system, economy becomes political.


The road leading to the attainment of prosperity leads through political power. Inside, groups of economic interests struggle for the acquisition of political power, and outside, states struggle among themselves for the conquest of world sovereignty. Pluralism (domination of interest) within the state, imperialism in the world: this then is the sinister result of making economy political, towards which we are all precipitated when we abandon the principle of the economy of market.6



Where do the problems of raw materials, of colonies and of living space arise?


Only where we find the socialists depart from the principles of the economy of market, which gives economic importance to political frontiers and then to territories in political dependency. When, to the fact that single nations politically dominate great stretches of the globe, we add, further, the fact that they dose them to others in the economic sphere, and that in the end no one can become a shoe-black without possessing the necessary license, then the final consequence of the highly differentiated character of our modern economy and of the different pressure of population in various countries is that a situation arises from which only two roads lead. Either we have to resign ourselves to seeing the nations struggle, with the bitterness of prehistoric times, for the conquest of springs and pasture-land, to seeing them perpetuate a violent battle for political domination of the countries of the earth; or we have to decide to cut down ourselves the hedges erected by short-sighted egoism.7



We cannot even level technical criticisms against the economic system founded on the competition of market. The system works, it is true, with grave and costly losses. But does even the most efficient steam-engine manage to make use of more than fifty per cent of the energy utilised? The system requires the employment of huge capital and of considerable material for the construction of plant and of machinery; capital and material removed from direct consumption by man. It encounters a limit in the avarice of nature whose lands and mines, forests and fisheries oppose a passive resistance to the machine, which is not easy to overcome. This system which is bound to provide for the demands of peak periods of consumption necessitates the building of plant, much of which is destined to remain permanently out of use. The system functions only at the cost of frequently fruitless experiments and of an apprenticeship, always more prolonged and more demanding for the formation of technical specialists. By making the life of those who are given to it monotonous, the machines impose rising expenses for health-cures and entertainments on the community. Because of the complications of modern life the distance separating producers from consumers increases; the cost of transport, of the distribution of goods, of civic services, and of the national apparatus also rises; while the quality of goods produced by the machine deteriorates. The reverse side of the coin counteracts the advantages of a production which is pushed to its maximal limits by technical progress, costs being reduced to a minimum: for then the destruction caused by war assumes frightening and unparalleled dimensions.

The criticisms which can be leveled at any economic system that wants to apply the precepts of modern technique, do not touch the system founded on competition any more than they touch the collectivist system. The criticisms enumerated above refer to the necessary cost of production and they are fully justified if the results obtained leave a sufficient margin.

The true criticisms are other ones, and they are not directed against the economic system which is erected on the competition of market. The system, the fruit of the currents of ideas peculiar to the eighteenth century, explained in the pages of the physiocrat and of Adam Smith, influenced in part, by its survival, the nineteenth century; and to its action are due the stupendous material, and above all spiritual, results that we have rapidly surveyed above. But next to it, during the nineteenth century, rose and flourished another kind of economic system. One could also call this system liberal, and most people would call it capitalistic; but Röpke prefers to call it “liberalism or historical capitalism,” in order to draw attention to the fact that one thing is economic system theorized by the great writers of the eighteenth century, and which then and later achieved fruitful materialization; and another thing is the system, practically realized during the nineteenth century (1840-1940), under the influence of the ideas proper to this same nineteenth century and under the influence of the achievement of concrete interests, which dominated at this time. This is “a given type of liberalism,” and “a given type of capitalism” which found its realization in the century 1840-1940, and which we therefore call “historical.”

When the critics ignorantly level their criticisms against the system built up on the competition of market, they really mean the “liberalism and historical capitalism” of the nineteenth century. Röpke repeats and partly develops the same criticisms, but he draws the correct distinctions; and being an expert and not a layman—as are most of the critics—he has a profound knowledge of the problems under discussion, so that his criticisms acquire a new and much higher value. His book is, perhaps, the most ruthless piece of criticism I have ever read against the “liberalism and the historical capitalism” of the nineteenth century. I will first speak about some partly-known criticisms which he refreshes and emphasizes.

One of the criticisms directed against liberalism or capitalism is not valid at all. This is the criticism attributing to them the responsibility for the crises, beginning in the early years of the nineteenth century, which have periodically shaken the world, and which seemed, in 1929, to have reduced the world to a heap of ruins—but then the fear of millennium passed away, and today this experience seems forgotten, being overshadowed by infinitely more tragic hours. To prove this criticism valid, it would be necessary to demonstrate that the opposite, the collectivist system, is able to surmount or even to prevent the advent of these crises altogether, a demonstration which is impossible to give. These crises are, to a great part, the price we have to pay for the establishment of new inventions, new ideas, new methods of production and of organization of labor. Without crises we would not possess railways, cars, reclamation of land or modern cities. When they are due to other causes, crises come frequently from outside, from obstacles imposed by duties, quotas, prohibitions and legal norms, all of which are unfitted to the spontaneous adjustment of the system to variations in demand and supply of goods. Are we disposed to buy immunity from crises by a return to the solitary life of Robinson Crusoe?

A true criticism is that historical liberalism has shown itself not to care for the inequalities existing between men at the starting-point of the struggle for competition. At the beginning of the historical epoch of contemporary capitalism in the first decades of the nineteenth century, there existed throughout Europe immense remnants of the positions acquired by great aristocratic and bourgeois families in the preceding age: possessions of large landed estates, possessions of coal-mines, iron, phosphates, sulfur, of privileged commercial companies.

Wartime contracts and revolutionary robberies were the cradle in which the great fortunes of the nineteenth century originated arid grew. Historical capitalism was thus born corrupted; the elephantiasis of great cities, of great enterprises and of industrial, monopolistic cartels was not created by chance or by technics, but by the history and by the structure of the pre-existing feudal society, which was perpetuated by legal men and by ill-counseled legislators. Historical capitalism is not founded on a natural order of things, but in institutions created by men, such as limited companies, holding companies, companies with limited responsibility, free or compulsory syndicates among business men, and an unlimited hereditary right. But the legal institutions born and perfected in the age of liberalism or historical capitalism do not properly belong to the economic system founded on competition. If it is necessary to make the competitors’ starting-point as little unequal as possible—an absolute equality cannot be thought of because of the diversity which is peculiar to man—one should create around the economy of competition a legal order which is more suitable to it: one could tax hereditary succession; one could abolish holding companies, prohibiting absolutely any given company from possessing a sole share in any other company; one could greatly reduce the number of limited companies—as has been done before—by letting the creation of each depend on a special legislative act which would be brought into being only after a careful investigation of the suitability and on the field of action of the new company thus created by the legislator; one could practically abolish patents by reducing their validity to five years, and subsequently permitting everybody to use the invention by payment of a sum fixed by authorities; one could abolish at least half the conditions which were almost entirely created by the legislator, in whose fruitful soil monopolies originate and grow: customs-duties, quotas, prohibitions against competition, licenses for a new plant. If this is not enough, if, in spite of it, some monopoly still manages to exist, there are two possible solutions: either we recognize that this is due to permanent causes, as in the civic services connected with the street (electric plants, gasometers, tramways, drinking-water, railways and so on), and the state can assume direct control, or could entrust it to regulated private enterprise; or, if no such reasons are present, and legislation can make war on monopoly, entrusting to the authorities concerned the task of ordering and assuring their abolition (Sherman Act of 1890). What monopolistic features remain in the economic structure will be of such small importance as not to disturb the framework of the system of competition in which only enterprises are successful in as far as they manage to satisfy the needs of the consumers at marginal costs.

Another criticism of historical liberalism is also true; supposing that in reality the interests of the producers coincide with those of the consumers, that the producers struggle among themselves for the comfort of the community, that the world is governed by the principle of universal harmony, that men are guided by providence, by nature, by an “invisible hand,” to work for the common good, historical liberalism forgot that besides this harmony the principle of the contrast of interest is at work, unless it is vigorously checked. This contrast of interests prevails over harmony to a great extent. In the market the consumer is the natural enemy of the producer for all goods and for each transaction. What one wants to sell at a high price, the other wants to buy cheaply. The insurer is the enemy of the person insured. The insured person can desire a fire, a prolonged illness, the advent of a not too dangerous accident, of a tolerable disability, all things of which the insurer is to be the victim. Farmers often drink a toast to rainy seasons, to decimating wars—and this is what they do when they erect a monument to the cotton worm in Alabama, when they burn or throw into the sea hundreds of thousands of sacks of coffee, when good wines produce bad spirits; for the salvation of the peasant is often founded on the scarcity of the product, whose abundance, on the other hand, is desired by the consumer. All goods are the substitute, and therefore the enemy, of all other goods: alcoholic beverages and tobacco are the enemies of books and of winter sports, beetroot of sugar-cane, chicory of coffee. Each region, each state thinks only of its own interests and does not bother about those of the neighbor or friend. The winegrowers of the north complain about the competition, which they call disloyal, of southern wines that are gifted by nature with a high alcoholic content, and they rejoice if they manage to keep them well in the distance by customs or other railway tariffs.

In this contrast of interests those of the few prevail against the many, the well organized against the disorganized; the producers defend considerable interests for the sake of their own goods, while the consumers only have to keep watch over very small interest for each of the many goods which they purchase. The producers are usually a small number compared with the consumers. It is easy for the first to come to an agreement and to obtain the favor and the protection of the legislator, showing that their own private interest is a common concern. As La Rochefoncauld wrote: “L’intéret parle toutes sortes de langues et jone toutes sortes de personnages, meme celui du désinteressé.”


An economic system in which each group manipulates itself more and more into a monopolistic position and abuses the force of the state for its own particular ends, in which prices and salaries renounce freely their mobility, except in an upward trend, in which nobody any longer observes the traditional rules of the game and not even knows whether, perhaps tomorrow, a new legislative caprice will not overthrow the basis of economic calculation; an economic system in which everybody wants to live on the shoulders of the community and where the state budget ends by absorbing half the national income—a system such as this not only becomes unproductive by thus embittering the struggle for the diminished total product, but in the end it fails to attain its proper purpose. And then we speak of the crises of capitalism and we seize on a motive for new destructive attacks which cannot but complete the ruin and the corruption, and which finally lead to the inexorable dilemma: shall we return to the rational and moral order of the economy of market or shall we throw ourselves into the adventure of collectivism?8



There is also a simple answer to this criticism, which Röpke develops with rare vigor of thought and style. The great culprit is not the economy of competition, but the non-observance of the rules of the game of competition on the part of capitalism or historical liberalism in the nineteenth century. Men of the past century assumed that it would be enough to let the opposed interests interact so that the common good might rise from their contrast. No, this is not enough. If you give free play to the laissez-faire, laissez-passer attitude there will prevail the agreements and the machinations of the few against the many, of the rich against the poor, of the strong against the weak, of the clever men against innocent people. But this, a constructive criticism of historical liberalism, only imposes on us a return to the pure origins of the system of competition. This implies just as much, or perhaps more, intervention than any other economic system, an intervention destined to preserve the action of competition intact which is the only true force enabling the observance of the common interest to flourish from this contrast of interests. The legislator must intervene in order to level daily the trenches behind which groups of producers are barricading themselves so as to acquire privileges that are dangerous for other producers and for consumers. The legal norms which today favor or tolerate silent or evident agreements that are made in order to drive up prices, profits and incomes, should be substituted by others which forbid these agreements or make them impossible. And the observance of the new law should be entrusted to independent and inflexible authorities, put beyond any possibility of caprice or of favor. The plant of competition does not rise and grow by itself; it is not a century old tree, which a furious tempest cannot overthrow, but a little, delicate plant which must be lovingly defended against the maladies of egoism and of particular interests and which must be carefully guarded against the dangers that threaten it from every corner of the economic firmament.

The criticisms leveled against this indifference towards inequality at the starting point and against the genuine belief in the providential harmony of individual interests refer to the particular system of historical capitalism and can be remedied; they are therefore, even if true, not conclusive against the only economic system which deserves to be called liberal, and which is founded on the competition of market. The truly fundamental criticism is another one and, as I know, it is Röpke’s merit to have elucidated it.

Political democracy and economical democracy (economy of competition) are two artificial products, highly delicate, needing continuous care and surveillance, and which can live only in well defined situations. If they are chemically pure they cannot sustain life, probably because they cannot stand excessive tension or the demands put on them, and a too large extension of their space leads to dangerous mechanization. Maybe the extension of the “economic democracy of competition” over the entire surface of the globe in times of world economy has led to an excessive forcing of this principle and to such an acceleration of the mechanism’s screws and cogs which it could not long maintain without being thrown back to still more dangerous states of autarchy and of the economy of vast territories.9

Here we are no longer dealing, as in the preceding criticisms, with error of application of the theory of the economy of competition. Whilst errors in application or in interpretation could always be put right as long as we remain within the limits of the principle, this is no longer the case for errors of theory which always go to the roots of the system. We can then no longer save the principle by interpreting or by applying it in a more rational way. The principle can be saved only by recognizing the truth of its counterpart, only by restricting the working of the competition of market and by creating territories in which it is not called on to work; for its action, if it is extended beyond a certain point becomes dangerous to the social structure.

It was a catastrophic error to consider the economy of the market or of competition as something autonomous, centered in itself, or as a natural condition growing outside the national sphere, and needing no help in supporting and defending itself. For this meant neglecting the decisive importance of an ethic-legal-institutional “atmosphere” fitted to the principles of this same economy.


No less lamentable and fatal was the blindness, and even the self-satisfaction, with which they gave free scope to industrial evolution, which, coupled with supreme contempt for the vital instincts of men and for their elementary and spiritual needs, led to an alteration in the nature of mass-existence as a result of the new forms of work and of industrial life in the great cities. The market, division of labor, commercialization, competition, economic rationalization, they all share with other human institutions an optimal limit for their manifestation, and if this limit is passed, dangers always start to overweigh its advantages. The limitless, indiscriminate realization of the economy of competition imparts such a degree of tension to human relations that human nature cannot stand up to it for long. There are limits for capitalism which have to be observed if we do not want to put to men spiritual aims which they cannot achieve and to which they respond in the end by revolt, the revolt of men excessively domesticated. . . . We have to recognize something unknown to former generations: that man cannot, without profound damage to himself and to social stability, tolerate for ever the spiritual, nervous and moral tension to which he is subjected by an economy founded on demand and supply, on market and technics, and that he can still less tolerate the insecurity and instability of all the conditions of life that such a system imposes on him. The total sum of material goods put at man’s disposition can perhaps grow in such a way, and the standard of life can reach such heights, that an innocent social philosophy becomes intoxicated by it. But at the same time, the sum of the simple, unmeasurable and ineffable pleasures which men extract from peaceful labor and from a sane life rapidly decrease.10



The original sin of the theoreticians of the economy of competition can be defined as ratiocination driven too far. Whoever persuades himself; as he should persuade himself if he thinks rightly, that competition is sufficient to guarantee the best services at the relatively lowest costs—if such competition is truly put into action and daily defended against the deformations that come from disequality at the starting-point and against the supremacy of special group-interests which are deeply entrenched against the common interest in monopolistic situations—such a man is bound to fall into the fallacious illusion that men are wrong if they are not satisfied to live in such a perfect system. The purely rationalizing economist asks himself stupefied: Why should men not be content? Does not universal competition secure success for the best and a life for all, according to their individual merits; does it not perhaps keep the producers permanently on the alert and does it not prevent them from resting on their laurels? Every day and every hour the producers of goods and of services have to appeal to the vote, to the dominium of the market, the consumer; and only if they manage to satisfy the desires of a sufficient number of them have they a cause for living and prospering. Men who are incapable or negligent seek refuge in public charity, but he who possesses a minimum of good will and of aptitude for work, can be sure to find work with one or the other of the many directors who have gladly undertaken the job of organizing production.

But this is not at all the case. People are not satisfied to persevere all their life in the incessant struggle of rivalry; men do not want to have to appeal to the consumer’s vote in order to live. Many men, at least, have other ideals of life. There are some who adapt themselves freely to obeying and to executing the orders of others: the born soldier, the unskilled laborer, the workman, the perfect employee. They would be unhappy, indeed, if they had to make a decision of they own, if they had to assume a proper initiative. They are content to come to the office every day at the same hour, to sit on their chairs and to perform their work for so many hours, to report every day about their work to a superior, to repeat the same information, the same answer to the public over the counter; and when they leave their office, or factory or field every day, at the same hour, they are happy to leave behind forgotten the preoccupations of their work which is completed, and which they need not think about during the evening and night that follow. If they are content with that and lead life from the aspect of executing and accomplishing the instructions of another, why should we force them to change their ideals of life? There are, on the other hand, people who are made to command, who want to take risks, who have the desire to be in the front rank, the attitude and the will to organize, in small and in great things. Whether they peddle a box of trinkets carried round the shoulders, whether they are in charge of a newspaper kiosk, a small shoe-maker’s shop, a grocery, a property that is rented or owned, a great industrial undertaking, a colossus of industry, commerce or navigation, or of a bank—these are the born leaders of industry, destined to bankruptcy, to an honest success, or to a fortune. Their ambition is to prevail over their rivals, they think continually of new ways of attracting the clients of satisfying the tastes of the consumer better than their rivals. As it seems natural to soldiers, to employees and to workers to obey and to execute orders, it also seems natural to the leaders of industry for men to organize, to innovate, to command, and to risk. Just as the employee becomes unhappy, unbearable to himself and to others on the day when he is forced to retire, so the industrial leader prefers to die in the breach, even contemplating the ruin of his creation to avoid leaving the staff of command to another. Some men are soldiers, others captains, in the economy of competition. For them the rationalization of theoreticians has become the incarnation, the embodiment of a life that benefits the individual and the world.

Not all men, however, have the mind of the soldier or of the captain, disposed to obey and to struggle everyday as long as life lasts. Very many perhaps all, in certain moments of their life, feel the desire for repose, defense refuge; they want to have an oasis where they can rest, they want for a moment to feel themselves defended by a trench from the permanent assault of competition of rivalry, of struggle. We call these oases family, friends, neighbors, co-citizens, co-nationals, fellow-worshippers, a safe job, a fashionable professional office with affectionate clients, a trustworthy business, a famous trade-mark, a university chair secure till old age, one’s own house or apartments, a vegetable garden, the dignity of office of a good family father, associations of mutual help or of professional defense with our-colleagues, or a legislation protecting us against disloyal competition.

In view of human nature the economy of competition lives and lasts only if it is not universal, only if men can find some refuge for a considerable part of their activity, a trench against the permanent necessity for struggle and rivalry which competition imposes. The paradox of competition is that it does not survive its own exclusive domination. Woe to the day when it dominates, undisputed, in all moments and in all aspects of life! A rope breaks, if it is stretched too far. Man a victim of the fever of struggle invokes an anchor of salvation, any anchor—even the collectivist one. He is content to lose any kind of liberty, to become the slave of the most terrible patron history has ever seen: the collective tyrant who has no name, who is all and nobody, and who crushes men to mere instruments of the myth called collective will. But they have been mere instruments before. Who are, in fact, the men who are reduced to executing the will of the blind force which they call competition, market, or adequate prices?

Here a principle arises that is put by Röpke with particular energy. The true substance of the economy of competition and of political liberalism does not lie in competition but in the limits, in the restraints imposed on competition.

Political men, like Lincoln, Benjamin Constant, Tocqueville, John Stuart Mill, Lecky who are not suspect of harboring reactionary sentiments, have repeatedly shown that democracy, perhaps more than any other type of government, can be made equal to the worst despotism and to the sharpest intolerance if it is not limited by other principles and institutions; and these limits, taken altogether, constitute the true liberal context of a given national structure. . . . The collectivist state is rooted in the propitious soil of an unlimited democracy unless it is counterbalanced and attenuated by free spheres in the state, by “corps intermediaries” (Montesquieu), by liberalism, federalism, independent local autarchical bodies and aristocracy. A characteristic sign of the collectivist state, of the old and new type, is that it is carried forward on the breakers of vast mass-movements: cuncta plebes novarum rerum studio Catilinae incepta probabat (Sallust Bellum Gatilinae 37), and that it can maintain itself only on this foundation. Therefore one could maintain, not without reason, that the collectivist state is the form of government which gives vent to an insurrection of the masses against the cultural and social elite. The opposite pole to the collectivist state is not democracy which only decides the problem of who shall govern, but, rather, the liberal principle which imposes certain limits to the authority of the state, complete in itself and necessarily inclined to assume unlimited power: limits deriving from the spheres that are immune from state interference, limits of the tolerance, limits of the personal rights. . . . The collectivist state has its roots in the masses, to whom professors can belong as well as workers, and this is possible only in a social situation characterized by leveling, in other words in a social situation miraculously prepared by evolution for extreme democracy; but it is, on the other hand, in complete contrast to liberal ideals as well as to conservative and aristocratic ones.11

Thus, just as democracy and collectivism are peculiar to a society reduced, by the complete leveling of man, to an unformed mass devoid of spiritual life and internal morale, and prepared for its dissolution in the presence of any hostile shock, so the pure society of competitive economy is prepared for its transformation or degeneration into pure collectivism. Men can no longer stand up to the tension imposed on their nervous, intellectual and moral systems by the competitive fight of every day and of every hour, and are ready to cede the power of deciding about their work, about what is to be produced and consumed, about the quantity of goods to be produced and consumed, to anybody who directs and commands, to the state as the personification of collective will. As the perfect democracy owes into a collectivist state, so perfect competition flows into the collectivist economic system. The two equivalents derive from the same degeneration, they are both aspects, one inseparable from the other, of the same historical process.

In the same way that democracy can be saved from the collectivistic precipice by erecting bulwarks around it which limit it and force it to make its accounts with anti-democratic institutions, so the economy of competition can be saved only by putting limits to competition itself.
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Chapter Four

Antonio Gramsci: The Revolution Against “Capital” and the Crisis of the Capitalist System

The Revolution Against “Capital”1

The Bolshevik Revolution is now definitively part of the general revolution of the Russian people. The maximalists up until two months ago were the active agents needed to ensure that events should not stagnate, that the drive to the future should not come to a halt and allow a final settlement—a bourgeois settlement—to be reached. Now these maximalists have seized power and established their dictatorship, and are creating the socialist framework within which the revolution will have to settle down if it is to continue to develop harmoniously, without head-on confrontations, on the basis of the immense gains which have already been made.

The Bolshevik Revolution consists more of ideologies than of events. (And hence, at bottom, we do not really need to know more than we do.) This is the revolution against Karl Marx’s Capital. In Russia, Marx’s Capital was more the book of the bourgeoisie than of the proletariat. It stood as the critical demonstration of how events should follow a predetermined course: how in Russia a bourgeoisie had to develop, and a capitalist era had to open, with the setting-up of a Western-type civilization, before the proletariat could even think in terms of its own revolt, its own class demands, its own revolution. But events have overcome ideologies. Events have exploded the critical schema determining how the history of Russia would unfold according to the canons of historical materialism. The Bolsheviks reject Karl Marx, and their explicit actions and conquests bear witness that the canons of historical materialism are not so rigid as might have been and has been thought. And yet there is a fatality even in these events, and if the Bolsheviks reject some of the statements in Capital, they do not reject its invigorating, immanent thought. These people are not “Marxists,” that is all; they have not used the works of the Master to compile a rigid doctrine of dogmatic utterances never to be questioned. They live Marxist thought—that thought which is eternal, which represents the continuation of German and Italian idealism, and which in the case of Marx was contaminated by positivist and naturalist encrustations.

This thought sees as the dominant factor in history, not raw economic facts, but man, men in societies, men in relation to one another, reaching agreements with one another, developing through these contacts (civilization) a collective, social will; men coming to understand economic facts, judging them and adapting them to their will until this becomes the driving force of the economy and moulds objective reality, which lives and moves and comes to resemble a current of volcanic lava that can be channeled wherever and in whatever way men’s will determines.

Marx foresaw the foreseeable. But he could not foresee the European war, or rather he could not foresee that the war would last as long as it has or have the effects it has had. He could not foresee that in the space of three years of unspeakable suffering and miseries, this war would have aroused in Russia the collective popular will that it has aroused. In normal times a lengthy process of gradual diffusion through society is needed for such a collective will to form; a wide range of class experience is needed. Men are lazy, they need to be organized, first externally into corporations and leagues, then internally, within their thought and their will . . . need a ceaseless continuity and multiplicity of external stimuli. This is why, under normal conditions, the canons of Marxist historical criticism grasp reality, capture and clarify it. Under normal conditions the two classes of the capitalist world create history through an ever more intensified class struggle. The proletariat is sharply aware of its poverty and its ever-present discomfort and puts pressure on the bourgeoisie to improve its living standards. It enters into struggle, and forces the bourgeoisie to improve the techniques of production and make it more adapted to meeting the urgent needs of the proletariat. The result is a headlong drive for improvement, an acceleration of the rhythm of production, and a continually increasing output of goods useful to society. And in this drive many fall by the wayside, so making the needs of those who are left more urgent; the masses are forever in a state of turmoil, and out of this chaos they develop some order in their thoughts, and become ever more conscious of their own potential, of their own capacity to shoulder social responsibility and become the arbiters of their own destiny.

This is what happens under normal conditions. When events are repeated with certain regularity. When history develops through stages which, though ever more complex and richer in significance and value, are nevertheless similar. But in Russia the war galvanized the people’s will. As a result of the sufferings accumulated over three years, their will became as one almost overnight. Famine was imminent, and hunger, death from hunger could claim anyone, could crush tens of millions of men at one stroke. Mechanically at first, then actively and consciously after the first revolution, the people’s will became as one.

Socialist propaganda put the Russian people in contact with the experience of other proletariats. Socialist propaganda could bring the history of the proletariat dramatically to life in a moment: its struggles against capitalism, the lengthy series of efforts required to emancipate it completely from the chains of servility that made it so abject and to allow it to forge a new consciousness and become a testimony today to a world yet to come. It was socialist propaganda that forged the will of the Russian people. Why should they wait for the history of England to be repeated in Russia, for the bourgeoisie to arise, for the class struggle to begin, so that class consciousness may be formed and the final catastrophe of the capitalist world eventually hit them? The Russian people—or at least a minority of the Russian people—has already passed through these experiences in thought. It has gone beyond them. It will make use of them now to assert itself just as it will make use of Western capitalist experience to bring itself rapidly to the same level of production as the Western world. In capitalist terms, North America is more advanced than England, because the Anglo-Saxons in North America took off at once from the level England had reached only after long evolution.

Now the Russian proletariat, socialistically educated, will begin its history at the highest level England has reached today. Since it has to start from scratch, it will start from what has been perfected elsewhere, and hence will be driven to achieve that level of economic maturity which Marx considered to be a necessary condition for collectivism. The revolutionaries themselves will create the conditions needed for the total achievement of their goal. And they will create them faster than capitalism could have done. The criticisms that socialists have made of the bourgeois system, to emphasize its imperfections and its squandering of wealth, can now be applied by the revolutionaries to do better, to avoid the squandering and not fall prey to the imperfections. It will at first be a collectivism of poverty and suffering. But a bourgeois regime would have inherited the same conditions of poverty and suffering.

Capitalism could do no more immediately than collectivism in Russia. In fact today it would do a lot less, since it would be faced immediately by a discontented and turbulent proletariat, a proletariat no longer able to support on behalf of others the suffering and privation that economic dislocation would bring in its wake. So even in absolute, human terms, socialism now can be justified in Russia. The hardships that await them after the peace will be bearable only if the proletarians feel they have things under their own control and know that by their efforts they can reduce these hardships in the shortest possible time. One has the impression that the maximalists at this moment are the spontaneous expression of a biological necessity—that they had to take power if the Russian people were not to fall prey to a horrible calamity; if the Russian people, throwing themselves into the colossal labors needed for their own regeneration, were to feel less sharply the fangs of the starving wolf; if Russia were not to become a vast shambles of savage beasts tearing each other to pieces.

The Italian crisis2

The radical crisis of the capitalist order, which in Italy as in the entire world began with the War, has not been cured by fascism. Fascism, with its repressive method of government, had made very difficult and indeed almost totally prevented the political manifestations of the general capitalist crisis. However, it has not succeeded in halting this crisis; and even less has it succeeded in renewing and developing the national economy. It is generally said, and even we communists are accustomed to assert, that the present Italian situation is characterized by the ruin of the middle classes. This is true, but it must be understood in all its significance. The ruin of the middle classes is damaging, because the capitalist system is not developing but instead is undergoing a contraction. It is not a phenomenon apart, which can be examined—and whose consequences can be provided against—independently from the general conditions of the capitalist economy. It is precisely the crisis of the capitalist order, which no longer succeeds and will not again succeed in satisfying the vital requirements of the Italian people; which does not succeed in guaranteeing bread and a roof over their heads to the great mass of Italians. The fact that the crisis of the middle classes is in the foreground today, is merely a contingent political fact. It is merely the form of the period, which precisely for that reason we call “fascist.” Why? Because fascism arose and developed on the terrain of this crisis in its initial phase. Because fascism struggled against the proletariat and rose to power by exploiting and organizing the lack of consciousness and the lack of spirit of the petty bourgeoisie, drunk with hatred for the working class which, through the strength of its organization, was succeeding in attenuating the repercussions upon it of the capitalist crisis. For fascism is becoming exhausted and dying precisely because it has not kept any of its promises, has not satisfied any hopes, has not alleviated any misery. It has broken the revolutionary impetus of the proletariat, dispersed the class unions, lowered wages and increased hours; but this was not enough to guarantee even a limited vitality to the capitalist system. For that, a lowering of the living-standards of the middle classes was also necessary; the looting and pillaging of the petty-bourgeois economy; hence the stifling of all freedoms and not just of proletarian freedoms; and hence a struggle not just against the working-class parties, but also and especially at a given stage against all the non-fascist political parties, against all associations not directly controlled by official fascism.

Why has the crisis of the middle classes had more radical consequences in Italy than in other countries? Why has it created fascism and carried it to State power? Because in our country, given the scanty development of industry and the regional character of what industry there is, not only is the petty bourgeoisie very numerous, but it is also the only class that is “territorially” national. The capitalist crisis, in the years following the War, had also taken the acute form of a collapse of the unitary State and thus encouraged the rebirth of a confusedly patriotic ideology, so that there was no other solution than the fascist one—once the working class had in 1920 failed in its task of creating by its own means a State capable of also satisfying the unitary national needs of Italian society.

The fascist regime is dying because it has not merely failed to halt, but has actually helped to accelerate the crisis of the middle classes initiated after the War. The economic aspect of this crisis consists in the ruin of small and medium firms: the number of bankruptcies has multiplied rapidly in the last two years. The monopoly of credit, the fiscal regime and legislation on rents have crushed the small commercial and industrial enterprise. A real transfer of wealth has taken place from the small and medium to the big bourgeoisie, without any development of the productive apparatus. The small producer has not even become proletarian. He is simply permanently hungry; a desperate man without prospects for the future. Nor has the application of fascist violence to compel savers to invest their capital in a particular direction brought much advantage to the small industrialists. When it has been successful, it has only ricocheted the effects of the crisis from one stratum to another, increasing the already great discontent and distrust among savers caused by the existing monopoly in the sphere of banking, and further aggravated by the coup de main tactics which the big entrepreneurs have to resort to in the general distress in order to secure credit.

In the countryside, the development of the crisis is more closely linked with the fiscal policy of the fascist State. From 1920 to today, the average budget of a family of share-croppers or small-holders has undergone a deterioration of some 7,000 lire, through tax increases, worsened contractual conditions, etc. The crisis of the small farm in northern and central Italy is now typical. In the South new factors are intervening, the main one being the absence of emigration and the resulting increase in demographic pressure. This is accompanied by a diminution of the cultivated area and hence of the harvest. The grain harvest last year was 68 million quintals in the whole of Italy, i.e. it was above average taking the country as a whole, yet it was below average in the South. This year, the harvest was below average throughout Italy; it failed completely in the South. The consequences of this situation have not yet shown themselves in a violent fashion, because in the South there exist backward economic conditions which prevent the crisis from at once revealing itself fully as happens in advanced capitalist countries. Nevertheless, in Sardinia serious episodes of popular discontent brought about by economic hardship have already occurred.

The general crisis of the capitalist system has thus not been halted by the fascist regime. Under the fascist regime, the existential possibilities of the Italian people have diminished. A restriction of the productive apparatus has taken place, at the very time when demographic pressure was increasing due to the difficulties of overseas emigration. The limited industrial apparatus has only been able to save itself from complete collapse by lowering the living standards of the working class, squeezed by smaller wages, longer working hours and the high cost of living. The result has been an emigration of skilled workers, in other words an impoverishment of the human productive forces which were one of the greatest national riches. The middle classes, who placed all their hopes in the fascist regime, have been overwhelmed by the general crisis; indeed they themselves have become precisely the expression of the capitalist crisis in this period.

These elements, briefly alluded to, serve only to recall the full significance of the present situation, which contains within it no possibility of economic revival. The Italian economic crisis can only be resolved by the proletariat. Only by participating in a European and world revolution can the Italian people regain the ability to utilize fully its human productive forces, and to restore development to the national productive apparatus. Fascism has merely delayed the proletarian revolution, it has not made it impossible. Indeed, it has helped to enlarge and enrich the terrain of the proletarian revolution, which after the fascist experiment will be a truly popular one.

The social and political disintegration of the fascist regime had its first mass demonstration in the elections of April 6. Fascism was put clearly into a minority in the Italian industrial zone, in other words where the economic and political power which dominates the nation and the State resides. The elections of 6 April, showing that the regime’s stability was only apparent, gave heart again to the masses; stimulated a certain movement among them; and marked the beginning of that democratic wave which came to a head in the days immediately following the assassination of Matteotti, and which still characterizes the situation today. After the elections, the opposition forces acquired an enormous political importance. The agitation they carried on in the press and in parliament, contesting and denying the legitimacy of the fascist government, acted powerfully to dissolve all the State organisms controlled and dominated by fascism. It had repercussions within the national Fascist Party itself, and it cracked the parliamentary majority.

This was the reason for the unprecedented campaign of threats against the opposition, and for the assassination of the Unitary Socialist deputy. The storm of indignation provoked by the crime took the Fascist Party by surprise, and it shivered in panic and was lost. The three documents written at that painful moment by Finzi, Filipelli and Cesarino Rossi (and made known to the opposition) show how the very highest levels of the party had lost all confidence and were piling error upon error. From that moment, the fascist regime entered its death agony. It is still sustained by its so-called fellow-traveling forces, but it is sustained in the way that the rope supports the hanged man. The Matteotti murder gave the irrefutable proof that the fascist party will never succeed in becoming a normal government party, and that Mussolini possesses nothing of the statesman or dictator other than a few picturesque external poses. He is not an element of national life, he is a phenomenon of rustic folklore, destined to be remembered in stories like one of those mask-characters from the Italian provinces rather than like a Cromwell, a Bolivar or a Garibaldi. The popular antifascist upsurge provoked by the Matteotti assassination found a political form in the secession of the opposition parties from the chamber of Parliament. The opposition Assembly, in reality, became a national political centre around which the majority of the country was organized. The crisis which had exploded in the emotional and moral sphere thus acquired a distinct institutional character. A State was created within the State, an anti-fascist government against the fascist government.

The Fascist Party was powerless to check the situation. The crisis had totally overwhelmed it, devastating the ranks of its organization. The first attempt to mobilize the national militia failed utterly, with only 20 percent answering the call; in Rome, only 800 militiamen presented themselves at the barracks. The mobilization only produced substantial results in a few rural provinces, such as Grosseto and Perugia, which made it possible to bring down to Rome a few legions ready to face a bloody struggle.

The opposition forces still remain the fulcrum of the popular antifascist movement. Politically, they represent the upsurge of democracy which is characteristic of the present phase of the Italian social crisis. In the beginning, the opinion of the great majority of the proletariat was also oriented towards these opposition forces. It was the duty of us communists to seek to prevent such a state of affairs from becoming permanently consolidated. Therefore, our parliamentary group joined the Opposition Committee, accepting and emphasizing the main feature which the political crisis was assuming with the existence of two powers and two parliaments. If they had wanted to carry out their duty, which was indicated by the masses in movement, the opposition forces would have had to give a definite political form to the state of affairs that existed objectively—but they refused. It would have been necessary to launch an appeal to the proletariat, which is alone capable of giving substance to a democratic regime. It would have been necessary to intensify the spontaneous strike movement which was beginning to emerge.

The opposition forces were afraid of being overwhelmed by a possible working-class insurrection. Hence, they did not want to leave the purely parliamentary terrain to enter upon political questions. They did not want to leave the terrain of a trial for Matteotti’s assassins to enter upon a campaign to keep the agitation alive throughout the country. The communists, who could not accept the form of a bloc of parties which the opposition forces gave to the Committee, were ejected. Our participation in the Committee in an initial stage, and our exit from it at a subsequent stage, have had the following consequences.

1. They have allowed us to survive the most acute phase of the crisis without losing contact with the broad working mass. If it had remained isolated, our party would have been overwhelmed by the democratic upsurge.

2. We have broken the monopoly of public opinion which the opposition forces threatened to establish. A greater and greater part of the working class is becoming convinced that the bloc of opposition forces represents a semi-fascism which wants to reform and soften the fascist dictatorship, without causing the capitalist system to lose any of the benefits which terror and illegality have secured for it in the last years, with the lowering of the Italian people’s living standards.

The objective situation, after two months, has not changed. There still de facto exist two governments in the country, fighting each other in competition for the real forces of the bourgeois State organization. The outcome of the struggle will depend on the repercussions of the general crisis within the national Fascist Party, on the definitive attitude of the parties which make up the opposition bloc, and on the actions of the revolutionary proletariat led by our party. In what does the crisis of fascism consist? To understand it, some say that it is first necessary to define the essence of fascism. But the truth is that there does not exist any essence of fascism as such. The essence of fascism in 1922-1923 was provided by a particular system of relations of force that existed in Italian society. Today, this system has changed profoundly, and the “essence” has evaporated to some extent. The characteristic feature of fascism consists in the fact that it has succeeded in creating a mass organization of the petty bourgeoisie. It is the first time in history that this has happened. The originality of fascism consists in having found the right form of organization for a social class which has always been incapable of having any cohesion or unitary ideology: this form of organization is the army in the field. The Militia is thus the fulcrum of the national Fascist Party: one cannot dissolve the militia without also dissolving the party as a whole.

There does not exist a Fascist Party that can turn quantity into quality; that is an apparatus for political selection of a class or a stratum. There only exists a mechanical aggregate, undifferentiated and impossible to differentiate from the point of view of intellectual and political capabilities, which only lives because it has acquired in the civil war an extremely strong esprit de corps, crudely identified with the national ideology. Outside the sphere of military organization, fascism has not contributed and cannot contribute anything; and even in this sphere, what it can contribute is very relative.

The product of circumstances in this way, fascism is not capable of realizing any of its ideological premises. Fascism today says that it aims to conquer the State: at the same time, it says that it aims to become a prevalently rural phenomenon. How the two assertions can be reconciled is hard to understand. To conquer the State, it is necessary to be capable of replacing the dominant class in those functions which have an essential importance for the government of society.

In Italy, as in all capitalist countries, to conquer the State means first and foremost to conquer the factory; it means to have the capability of taking over from the capitalists in governing the country’s productive forces. This can be done by the working class, it cannot be done by the petty bourgeoisie, which has no essential function in the productive field; which in the factory, as an industrial category, exercises a function that is mainly of a police nature, not a productive one. The petty bourgeoisie can conquer the State only by allying itself with the working class, only by accepting the program of the working class: soviet system instead of parliament in the State organization; communism and not capitalism in the organization of the national and international economy.

The formula “conquest of the State” is empty of meaning in the mouths of the fascists, or has only one meaning: to devise an electoral mechanism which gives a parliamentary majority to the fascists for ever, and at all costs. The truth is that all of fascist ideology is a toy for the state nurseries: a dilettantesque improvisation, which in the past under favorable circumstances was able to delude its followers, but which today is destined to become an object of ridicule even among the fascists themselves. The only active residue of fascism is the military esprit de corps cemented by the danger of an outburst of popular vengeance. The political crisis of the petty bourgeoisie, the passage of the overwhelming majority of this class beneath the banner of the opposition forces, the failure of the general measures announced by the fascist leaders can considerably reduce the military effectiveness of fascism, but they cannot annul it.

The system of democratic anti-fascist forces draws its main strength from the existence of the parliamentary Opposition Committee, which has succeeded in imposing a certain discipline on a whole spectrum of parties which goes from the maximalists to the popolari. The fact that maximalists and popolari obey the same discipline and work within the same programmatic plan—that is the most characteristic feature of the situation. This fact makes the process of development of events slow and painful, and determines the tactic of the opposition forces as a whole: a waiting tactic, of slow encircling maneuvers and patient pounding away at all the positions of the fascist government. The Maximalists, with their membership of the Committee and their acceptance of its common discipline, guarantee the passivity of the proletariat. They assure the bourgeoisie, still hesitating between fascism and democracy, that autonomous action of the working class will no longer be possible—except much later, when the new government has already been set up and strengthened, and is already able to crush any uprising of the masses disillusioned both by fascism and by democratic anti-fascism.

The presence of the popolari is a guarantee against an intermediate fascist-popolare solution like that of October 1922. Such a solution would become very likely, because imposed by the Vatican, in the event of a detachment of the maximalists from the bloc and alliance on their part with us. The main effort of the intermediate parties (reformists and constitutionalists), assisted by the left popolari, has so far been directed towards the following aim: to hold the two extremes together within the same bloc. The servile spirit of the maximalists has adapted itself to the role of the fool in the theatre: the maximalists have accepted to count for the same as the peasants’ party or the Rivoluzione Liberale groups within the opposition bloc.

The main forces have been contributed to the opposition by the popolari and the reformists, who have a considerable following in the cities and in the countryside. The influence of these two parties is complemented by Amendola’s Constitutionalists, who bring to the bloc the adherence of broad strata of the army, the war-veterans and the Court. The agitational division of labor between the various parties is made according to their traditions and social roles. The Constitutionalists, since the tactics of the bloc aim to isolate fascism, have the political leadership of the movement.

The popolari wage a moral campaign based on the trial and its interconnections with the fascist regime; with the corruption and criminality that have flourished around the regime. The reformists combine both these positions, and make themselves ever so tiny, so that everybody will forget their demagogic past; so that everybody will believe that they have redeemed themselves and become indistinguishable from Hon. Amendola or Senator Albertini.

The solid and united stance of the opposition forces has chalked up some considerable successes. It is undoubtedly a success to have provoked the crisis of “fellow-traveling;” in other words, to have compelled the liberals to differentiate themselves actively from fascism and pose conditions to it. This has had, and will have even more, repercussions within fascism itself, and it has created a duality of power between the Fascist Party and the central war-veterans’ organization. But it has shifted the center of gravity of the opposition bloc even further to the right; in other words, it has accentuated the conservative character of anti-fascism. The Maximalists have not noticed this; they are ready to provide the colored troops not only for Amendola and Albertini, but also for Salandra and Cadorna. How will this duality of power be resolved? Will there be a compromise between fascism and the opposition bloc? And if a compromise is impossible, will we have an armed struggle? A compromise cannot be totally ruled out; however, it is very unlikely.

The crisis which the country is passing through is not a superficial phenomenon, curable with little measures and little expedients. It is the historic crisis of Italian capitalist society, whose economic system is shown to be insufficient for the needs of the population. All relations are exacerbated. Immense masses of people await something very different than a petty compromise. If such a thing occurred, it would mean the suicide of the major democratic parties. An armed insurrection with the most radical aims would at once be placed on the agenda of national life. Fascism, by the nature of its organization, does not tolerate collaborators with equal rights; it only wants chained slaves. There cannot exist a representative assembly under a fascist regime. Every assembly at once becomes a legionaries’ encampment, or the antechamber of a brothel for drunken junior officers. Thus the chronicle of each day’s events only records a succession of political episodes denoting the disintegration of the fascist system; the slow but inexorable detachment from the fascist system of all peripheral forces.

Will there be an armed clash then? Any struggle on a grand scale will be avoided equally by the opposition forces and by fascism. What will happen will be the opposite to the phenomenon of October 1922, when the March on Rome was the choreographic parade of a molecular process through which the real forces of the bourgeois State (army, magistracy, police, press, Vatican, freemasonry, court, etc.) had passed over to the side of fascism. If fascism were to attempt to resist, it would be destroyed in a long civil war in which the proletariat and the peasants could not fail to take part. The opposition bloc and fascism do not want an all-out struggle to break out, and will systematically avoid one. Fascism will instead seek to preserve the basis of an armed organization, which it can put back into the field as soon as a new revolutionary upsurge appears on the horizon—something which is very far from displeasing the Amendolas and Albertinis of this world, or even the Turatis and Treves.

The drama will unfold, in all likelihood, on a fixed date; it is arranged for the day when the Chamber of Deputies should reopen. The military choreography of October 1922 will be replaced by a more sonorous democratic choreography. If the opposition forces do not return to Parliament, and the fascists—as they are saying convene the majority as a fascist Constituent Assembly, then we shall have a meeting of the opposition bloc and a show of struggle between the two assemblies. However, it is possible that the solution will be found in the parliament chamber itself, where the opposition forces will return in the very likely event of a split in the majority putting the Mussolini government clearly into a minority. In that case, we shall have the formation of a provisional government of generals, senators and former Prime Ministers, the dissolution of Parliament and a state of emergency.

The terrain upon which the crisis evolves will continue to be the trial for Matteotti’s murder. We shall see further highly dramatic phases of this, when the three documents of Finzi, Filipelli and Rossi are made public and the highest personalities of the regime are swept away by popular indignation. All the real forces of the State, and especially the armed forces, which are already beginning to be the subject of discussion, will have to align themselves clearly on one side or the other, imposing the solution that has already been mapped out and agreed upon.

What should be the political attitude and the tactics of our party in the present situation? The situation is “democratic,” because the broad working masses are disorganized, dispersed and fragmented into the undifferentiated people. Hence, whatever the immediate evolution of the crisis may be, we can only foresee an improvement in the political position of the working class, not a victorious struggle for power. The crucial task of our party consists in winning the majority of the working class. The phase that we are passing through is not that of a direct struggle for power, but rather a preparatory phase, of transition to the struggle for power: in short, a phase of agitation, propaganda and organization. This, of course, does not rule out the possibility that savage conflicts may take place. And it does not mean that our party must not at once prepare itself and be ready to confront these.

Quite the contrary. But these conflicts too must be seen in the context of the transitional phase, as elements of propaganda and agitation for winning the majority. If there exist within our party fanatical groups and tendencies which want to force the situation, it will be necessary to struggle against these in the name of the entire party, in the name of the vital and permanent interests of the Italian proletarian revolution.

The Matteotti crisis has offered us many lessons in this respect. It has taught us that the masses, after three years of terror and oppression, have become very prudent and want to cut their coat according to their cloth. This prudence is called reformism, it is called maximalism, it is called “opposition bloc.” It is destined to disappear, certainly, and in the not too distant future. But for the moment it exists, and can only be overcome if at all times, on every occasion and at every moment, although moving forward, we maintain contact with the working class as a whole. Thus we must combat every rightist tendency which seeks a compromise with the opposition bloc, and which seeks to obstruct the revolutionary development of our tactics and our work of preparation for the next stage.

The first task of our Party consists in equipping itself to become fitted for its historic mission. In every factory and every village there must exist a communist cell, which represents the Party and the International; which knows how to work politically; which shows initiative. Hence, it is necessary to struggle against a certain passivity which still exists among our comrades, and against the tendency to keep the ranks of the Party narrow. On the contrary, we must become a great Party, we must seek to draw into our organizations the greatest possible number of revolutionary workers and peasants, in order to educate them for struggle, form them into mass organizers and leaders, and raise their political level. The workers’ and peasants’ State can only be built if the revolution has many politically qualified elements at its disposal. The struggle for the revolution can be waged victoriously only if the broad masses are, in all their local formations, organized and led by solid and capable comrades. Otherwise we are really going back, as the reactionaries clamor, to the years 1919-1920: in other words, to the years of proletarian impotence; to the years of maximalist demagogy; to the years of working-class defeat. We communists do not want to go back to the years 1919-1920 either.

The Party must carry out an enormous amount of work in the trade-union field. Without big trade-union organizations, there is no way out of parliamentary democracy. The reformists may want little trade unions, and may seek only to create guilds of skilled workers. We communists want the opposite from the reformists, and must struggle to re-unionize the broad masses. Certainly, it is necessary to pose the problem concretely and not just formally. The masses have abandoned the unions because the CGL although it has great political effectiveness (it is nothing other than the Unitary Socialist Party), is indifferent to the vital interests of the masses. We cannot propose to create a new body designed to make up for the Confederation’s truancy. But we can and must set ourselves the problem of developing a real activity through the factory and village cells.

The Communist Party represents the totality of the interests and aspirations of the working class: we are not a mere parliamentary party. Our party therefore carries on a genuine trade-union activity. It puts itself at the head of the masses also in the little daily struggles for wages, for working hours, for industrial discipline, for accommodation, for bread. Our cells must push the internal commissions to incorporate all proletarian activities within their operations. It is, therefore, necessary to create a broad factory movement that can develop until it gives birth to an organization of city-wide proletarian committees, elected directly by the masses.

These committees, in the social crisis that is looming, can become the strongholds of the general interests of the entire working people. This real activity in the factories and villages will revive the trade union and give it back some content and effectiveness, if in parallel all the vanguard elements go back into the organization, for the struggle against the present reformist and maximalist leaders. Whoever keeps his distance from the trade unions today is an ally of the reformists, not a revolutionary militant. He will be able to produce anarchoid phrases, but he will not shift by a hair’s-breadth the iron conditions in which the real struggle is going on.

The extent to which the party as a whole, in other words the entire mass of members, succeeds in fulfilling its essential task of winning the majority of workers and transforming in a molecular fashion the bases of the democratic State, will also be the extent to which we shall advance along the path of revolution, and will permit us to pass on to a subsequent phase of development. The whole party, in all its bodies, but especially through its press, must work in a united way to secure the maximum benefit from each comrade’s work. Today, we are forming up for the general struggle against the fascist regime. We reply to the stupid campaigns of the opposition press by showing our real determination to overthrow, not merely the fascism of Mussolini and Farinacci, but also the semifascism of Amendola, Sturzo and Turati. To achieve this, it is necessary to reorganize the broad masses and become a great party: the only party in which the working population sees the expression of its political will; the citadel of its immediate and permanent historical interests.

Notes

Reprinted, with permission, from Antonio Gramsci, Selections from political writings (1910-1920), translated by Hohn Mathews, selected and edited by Quentin Hoare (Lawrence and Wishart, London 1978).

Antonio Gramsci (1891-1937) took a variety of courses at the University of Turin, but despite great promise as an academic scholar, he left the Univeristy and became an active member of the PSI. In 1915 he began a journalistic career in the Turin edition of Avanti! In January 1921 he became a member of the PCI’s central committee, and during the years 1922 to 1923 he lived in Moscow as an Italian delegate to the Communist International. In April 1924 he was elected to the Chamber of Deputies, but in November 1926, Gramsci was arrested in Rome and, in accordance with a series of “Exceptional Laws” enacted by the fascist-dominated Italian legislature, committed to solitary confinement at the Regina Coeli prison where he was for a ten-year until his death, on April 27, 1937. Gramsci’s intellectual work in prison did not emerge in the light of day until several years after World War II, when the PC began publishing scattered sections of the Notebooks and some of the approximately 500 letters he wrote from prison. A Selection from the Prison Notebooks was edited and translated in English by Quintin Hoare and Geoffrey Nowell Smith (Lawrence and Wishart, London 1971).

1. This article here reproduced is as it appeared in Avanti! (Milan, edition of December 24, 1917) after passing through the sieve of the Milan and Rome censorship; it was republished by Il Grido del Popolo, January 5, 1918, with the following note: “The Turin censorship has once completely blanked out this article in II Grido” [Ed.]

2. This article was published on 1924, with the title “The crisis of the middle classes”, L’Unità, August 26, and then reproduced in L’Ordine Nuovo, 1st September.


Chapter Five

Carlo Rosselli: Liberal Socialism and Modern Capitalist Society

The slow but inevitable erosion of Marxist socialism has not been accompanied, unfortunately, by a vigorous effort at reconstruction. The old faith is shaken, but the new one has not yet appeared. Socialism slowly went adrift, and when the time came to take fresh bearings, the majority of socialists shrank back, appalled at how far they had come. The old guard sank its dialectical claws into the sacred texts and held on tight, while the young oscillated between a mortifying dogmatism and the most painful uncertainty. The monopoly Marxism enjoyed for almost half a century meant that too many people lost the habit of thinking for themselves, in full independence of judgment, about the problems of socialism. As a result, the forced emancipation now taking place makes them dizzy.

Once again it proves easier to criticize than to reconstruct. But of what use is a critique if it is not accompanied by an attempt, at least, to rebuild? Here we are not in the realm of pure science. The socialist movement exists, prior to and independently of any theory and any theoretical justification. Twenty-five million human beings have organized under the banners of socialism and are struggling in the name of socialism for their own emancipation. Denial will not do; it is necessary always to keep in mind this immense factual reality. To put it briefly: until we figure out how to replace the old, worn-out Marxist view with a new one that satisfies to the same extent, though with the necessary modifications, the fundamental demands of the working masses, our work, if not completely futile, will certainly be of very little interest.

Now this fresher, more fruitful, and up-to-date view does not have to be created out of cerebral introspection. Ii already lives potentially in revisionist criticism and is gradually being realized through the workers’ movement. Rather, the problem consists in making explicit what is implicit and getting rid of the residue that still clings to its ideology, in having the courage to call things by their real names. Revisionist neo-Marxism and workers’ praxis are respectively the theoretical face and the practical face of a new liberal socialist conception in which the problems of social justice and living together can and should be put on the same level as those of liberty and individual life. Socialism must tend to become liberal, and liberalism to take on the substance of the proletarian struggle. It is not possible to be liberal without joining actively in the cause of the workers, and there is no way to serve the cause of labor efficiently without coming to grips with the philosophy of the modern world, a philosophy founded on the idea of development through oppositions eternally overcome; here lies the core of the liberal point of view.

All of European, and not just European, social democracy is moving toward a form of renewed liberalism that is absorbing into itself elements from movements that would seem to be opposed (bourgeois enlightenment and proletarian socialism). It is fighting everywhere for individual freedoms, political freedoms, freedom to vote, and freedom of conscience. The messianic and teleological aspects are receding into the background while problems of the concrete movement to emancipate the workers are coming to the fore. The ideal of a perfect society of free and equal persons, with no classes, no struggle, and no state, is being transformed more and more every day into a limiting ideal that in itself is worthless but that serves as a stimulus and a focus for the spirit. The new faith nourishes itself on the proletarian struggle and the proletarian ascent, on the effort of the entire society to supersede the narrow and unjust terms dictated by bourgeois society, on the eternal thirst for justice and urge for freedom. And more generally—rising to a detached contemplation of the social movement—it feeds on a vision of life as an inexhaustible clash of forces and ideologies that overcome themselves through mutual negation in order to accede to higher forms of social structure and spiritual activity.

The phrase “liberal socialism” has a strange sound to many who are accustomed to current political terminology. The word “liberalism” unfortunately has been used to smuggle so many different kinds of merchandise and has been so much the preserve of the bourgeoisie in the past, that today a socialist has difficulty bringing himself to use it.

But I do not wish to propose a new party terminology here. I wish only to bring the socialist movement back to its first principles, to its historical and psychological origins, and to demonstrate that socialism, in the last analysis, is a philosophy of liberty.

In any case, the time when bourgeois politics and liberal, free-market politics were one and the same has passed. All over the world the bourgeoisies no longer defend free markets and are no longer necessarily liberal. The more the proletarian movement takes hold and an active sense of liberty gains strength among the masses, the more the bourgeoisie, in its most backward sectors, tries to escape from the discipline and pattern of liberty. Even the new directions that modern production—rationalized, mechanized, technocratic—is taking as it sacrifices the human personality of the worker are forcing socialists to assume a liberal function in the quite traditional sense of the term. The day will come when this word, this attribute, will be claimed with proud self-awareness by the socialist: that will be the day of his maturity, the day when he wins emancipation, at least in the domain of the spiritual.

Liberalism in its most straightforward sense can be defined as the political theory that takes the inner freedom of the human spirit as a given and adopts liberty as the ultimate goal, but also the ultimate means, the ultimate rule, of shared human life. The goal is to arrive at a condition of social life in which each individual is certain of being able to develop his own personality fully. Liberty is also the means in the sense that the final stage cannot be bestowed or imposed; it has to be earned through hard personal struggle, as the generations succeed on another in time. Liberalism conceives of liberty not as a fact of nature, but as becoming, as development. One is not born free; one becomes free. And one stays free by retaining an active and vigilant sense of one’s autonomy, by constantly exercising one’s freedoms.

Faith in liberty is at the same time a declaration of faith in man, in his unlimited perfectibility, in his capacity for self-determination, in his innate sense of justice. A true liberal is anything but a skeptic; he is a believer, even though he opposes all dogmatic pronouncements, and an optimist, even though his conception of life is virile and dramatic.

In the abstract, this is how matters stand. In historical terms, the question becomes more complicated because liberalism has both a conceptual history and a practical one, and in the course of its unfolding it has produced an extraordinary harvest of practical experience and successive degrees of conceptualization. It was born of modern critical thought and made its first mark on history at the time of the Reformation. The subsequent ferocity of the wars of religion, in which men slaughtered one another in the name of opposing faiths and opposing dogmas, was the matrix of the notion of liberty of religious conscience, which blossomed as a flower does amid ruins. Catholics and Protestants, incapable of exterminating each other, agreed to a truce and acknowledged the right of all individuals to profess the cult that each preferred. Liberty as a principle then spread to the sphere of cultural life in the seventeenth and eighteenth centuries through the influence of scientific progress and as a result of the economic and intellectual ascendancy of the bourgeoisie. The latter reached a high point with the publication of the Encyclopédie and finally achieved its political triumph with the revolution of 1789 and the accompanying Declaration of the Rights of Man. In our age the liberal idea has revealed its tendency to structure every aspect and every part of social life, especially the economic sphere. The result is that liberty, from being a notionally universal prerogative that in fact corresponded to the interests of a minority, is truly becoming the patrimony of all.

Socialism is nothing more than the logical development, taken to its extreme consequences, of the principle of liberty. Socialism, when understood in its fundamental sense and judged by its results—as the concrete movement for the emancipation of the proletariat—is liberalism in action; it means that liberty comes into the life of poor people.

Socialism says: the abstract recognition of liberty of conscience and political freedoms for all, though it may represent an essential moment in the development of political theory, is a thing of very limited value when the majority of men, forced to live as a result of circumstances of birth and environment in moral and material poverty, are left without the possibility of appreciating its significance and taking any actual advantage of it. Liberty without the accompaniment and support of a minimum of economic autonomy, without emancipation from the grip of pressing material necessity, does not exist for the individual; it is a mere phantasm. In these circumstances the individual is enslaved by poverty, humiliated by his own subjection; and life presents only one aspect to him, gives him only one illusion to pursue: material satisfaction. Free in law, he is in fact a slave. And the sense of servitude is sharpened by bitterness and irony the moment the virtual slave becomes aware of his legal liberty and of the obstacles that society places in the way of his actually gaining it. Now the socialist contends that when socialism was born, modern society was full of individuals in this situation; and individuals in this situation still compose a large segment of the working class in the capitalist world today, deprived as they are of any control over the tools with which they work, of any share in the process of decision making that guides production, of any sense of dignity and responsibility in the workplace—dignity and responsibility, the first steps on the ladder leading from slavery to liberty.

In the name of liberty, and for the purpose of ensuring its effective possession by all men and not just a privileged minority, socialists postulate the end of bourgeois privilege and the effective extension of the liberties of the bourgeoisie to all. In the name of liberty they ask for a more equal distribution of wealth and the automatic guarantee for every person of a life worth living. In the name of liberty they speak of socialization, the abolition, that is, of private ownership of the means of production and exchange. They want social life to be guided not by the egoistic criterion of personal utility, but by the social criterion, the criterion of the collective good. If the choice is between an intermediate grade of liberty that applies to the whole collectivity and an un bounded liberty furnished to a few at the expense of the many, an intermediate liberty is better, a hundred times better. Ethics, economics, and right all lead to this conclusion.

The socialist movement is, in consequence, the objective heir of liberalism: it carries this dynamic idea of liberty forward through the vicissitudes of history toward its actualization. Liberalism and socialism, rather than opposing one another in the manner depicted in outdated polemics, are connected by an inner bond. Liberalism is the ideal force of inspiration, and socialism is the practical force of realization.

The bourgeoisie was, at one time, the standard-bearer of this idea of liberty; the liberal function was in its hands when it broke open the rigid, frozen order of the feudal world and sowed the seeds of fecund life. In its battle against the dogmatism of the church and monarchical absolutism, against the privileges of the nobility and clergy, against the dead realm of static, forced production, the bourgeoisie embodied, over a long sequence of centuries, the progressive impetus of the whole society. That is no longer true. The bourgeoisie has won; it has captured the dominating heights, but as it triumphs, its revolutionary function and its progressive ferment fade away. It is no longer driven by a restless urge for liberty and progress to surpass the gains it has already made; it is no longer abetted by a universal ideal that transcends its class interests, as in 1789. Bourgeois liberalism, so called, has forged a closed and rigid system propped up by the array of economic, juridical and social principles that are synthesized in the expression “capitalist bourgeois state.” It still harks back to the old principles of the French Revolution, but those principles have the appearance of being crystallized, embalmed, bereft of their inner significance; they now seem to be in contradiction to the spirit that inspired those who proclaimed these very principles in a rush of generous enthusiasm.

Bourgeois liberalism attempts to halt the historical process at its present stage, to perpetuate its own commanding position, to transform into a privilege what was once a right deriving from its undeniable pioneering work; it obstructs the entry of militant new social forces onto the stage of history. With its dogmatic attachment to the principles of economic libertarianism (private property, rights of inheritance, full freedom of initiative in every field, with the state as the organ responsible for internal policing and external defense), it has managed to shackle the dynamic spirit of liberalism to the transitory pattern of a particular social system. The truth is that liberalism is by definition historicist and relativistic; it sees history as a perpetual flux, an eternal becoming and overcoming, and nothing is more contrary to its essence than stasis, immobility, categorical certainty, and faith in the possession of absolute, definitive truths, of the kind that now characterize the bourgeois liberals.

Bourgeois liberalism is powerless to understand the problem posed by the socialist movement; in other words, it does not understand that political and social liberty by themselves are incapable of bringing about liberalism’s true goal. It arbitrarily extends its historical experience to the proletariat and makes the absurd claim that the problem of liberty presents itself in the same terms for all social classes. It is clear, for example, that while the conquest of political liberty constituted for the bourgeoisie the sublimation and fulfilment of its own power, which had already come to dominate the economic and cultural sectors, the demand by the proletariat for political liberty and the achievement of it signified no more than the commencement of the struggle for economic emancipation, since it still had no real influence on the control centers of economic life. The process in the latter case is inverted, and this is probably one of the principal reasons for the crisis tormenting the socialist movements of Europe, especially since the war—the terrible disproportion between their economic force, technical capacity, and cultural level on one hand and their political power on the other. The proletariat came to possess a formidable political weapon, to which there did not correspond then (and does not correspond now) the sort of linkage needed to make it work.

Only a few components of the bourgeoisie still exercise a useful, in fact a practically indispensable, progressive function. Which ones? The ones that, quite apart from their privileges of birth, are doing creative work in the spheres of pure intellectual endeavor and managerial technique: the intellectuals, the scientists, the least corrupt and most active sector of the industrial and agrarian bourgeoisie, and also those imposing figures of the modern world, the entrepreneurs, the great captains of industry those who play the same role in the economy that active politicians do in politics. No matter what the economic system, such persons will still have the task of coordinating the various factors of production and making sure that the rhythm of economic progress does not lag.

The proof of the liberal function that a few sections of the bourgeoisie still carry out is the existence, in all modern democracies, of democratic bourgeois parties that are not insensitive to the pressure of progress and that offer a hand, however cautiously and hesitantly to the rising working class. But the bourgeoisie in the sense of social class (though it is really more a social and mental category than a class) that obtains the largest part of its income from accumulated capital and privileges, or at any rate that defends this system of privilege as being the one most fitted to preserve its dominance and most favorable to the development of social life, is no longer liberal and can no longer be liberal.

For the bourgeoisie still to be able to make any plausible claim to perform a liberal role, it and the economic system that conforms to its interests would have to show themselves capable, through the sheer innate virtue of basic principle, of meeting the demands of the new class, the Fourth Estate. The bourgeoisie would have to show that, for the sake of remaining faithful to its great historical tradition, it was capable of sacrificing the position of wealth and power it had won and of giving in voluntarily to the demands of the new social forces. But this amounts to asking for a superhuman act of disinterestedness and heroism! An appetite for self-immolation of this kind might be found in one or two exceptional and superior souls so divorced from the fate of their own social class as to attain the serene objectivity of the philosopher, or better still to embrace the cause of the oppressed, but certainly not in an entire class, holding on tightly to its possessions, its privileges, its power.

Where then is liberalism alive, where is it being implemented? In all the active, revolutionary (in the full sense of the word) forces of history; in all the social forces that—without perhaps fully realizing it themselves—exercise an innovative function, in all the forces that aim to transcend the present condition of society and to open up ever new domains and new horizons for liberty and progress.

The poor, the oppressed, those unable to adapt themselves to the present state of affairs because they are suffering under it and feel limited and mutilated and are conscious of their mutilation: the new armies of liberalism will be these. The working class in modern capitalist society is the only class that, as a class, can be revolutionary. The socialism that conveys their demands, that fights against the actual state of affairs in the name of the needs of the greatest number and of a higher principle of liberty and justice, that awakens the masses from their ancient servitude and gives them a new consciousness of the inferior position they find themselves in, is the truly liberal and liberating political movement. . . .

In sum, the proletariat can rightly say that the legacy of the liberal function has passed to it.

On one condition, however: that the poor, the working class, and the socialist movement demand the transformation of bourgeois society inasmuch as they become able, thanks to both the theory to which they adhere and the capacities they possess, to make it really better.

Their long opposition has made the socialists too accustomed to conceiving of socialism in polemical terms and in terms of pure force: bourgeois society is rotten, bourgeois society is full of discord, vice, and injustice, so let us smash it. One wants to say to them, Steady on. In dealing with society, the only people who smash things are those who know how to build them; or put another way, you get rid of the old only by building the new—if for no other reason than that social life cannot admit periods of arrest and regression, from which the first to suffer are the proletarians. It is no longer enough to demonstrate on paper that socialist society is more just and rational. It has to be made to work in practice, and to do that abilities are necessary, and abilities cannot be improvised, nor is it enough that they are present in tiny minorities. From being an abstract problem of justice, socialism is changing every day into a problem of abilities. The return of Proudhon. . . .

The objection has been raised, against this effort to express socialism in terms of liberty, to recognize in the socialist movement the heir of the liberal function, that liberalism sorts ill with a program of reconstruction as precise and categorical as the one that distinguishes the modern socialist parties. Liberals, it is always said, cannot by definition know how future states of equilibrium will be arrived at. Like bourgeois conservatives, who call themselves liberal, the socialists too would end by imprisoning liberalism within a closed and predetermined system, within the limits of the collectivist system. Now the liberal spirit is essentially dialectical and historicist; struggle is the very essence of its life; history is the result of a perpetual confluence and collision of forces, and therefore there is nothing more illiberal and utopian than to want to assign it an obligatory path to be followed. For the liberal no principle or program, however mythical and however remote its descent, can have the sort of absolute and categorical flavor that teleological program of the socialists has for them. Their way of looking forward to, indeed, their fervent hope of achieving, the future Kingdom of Heaven on earth, a kingdom of justice, peace, and equality, in other words, a static and perfect social state, is profoundly repugnant to the liberals’ conception of life.

These objections are perfectly valid if directed against the old mythic and utopian socialist worldview and against the frame of mind still widely diffused in socialist ranks. The Communist Manifesto, for all that it has contributed to furthering the demand for freedom, the liberal demand, in other words, among the masses, is in itself, in the messianic outlook that informs it, profoundly illiberal. The same is true for the traditional Marxist conception and for most of the socialist parties’ teleological programs for rebuilding society. But here it is necessary to make a distinction and recall that the concrete socialist movement is one thing, and its program, or rather its former program, is another. What I do want to claim here is that the socialist movement, on account of its real motivating drives and the results that up to now it has attained in social development, normally exercises an unquestionable liberal function in the society in which we live today. The proletariat can declare whatever it wishes in its programmatic statements. But as long as it continues to find itself in a situation of moral and material inferiority and feels the powerful urge to liberate itself from this situation, and in liberating itself uses the right means and instruments, that is, those that point the way to further progress, it will be carrying out a substantially liberal task—whether it wants to or not and realizes the fact or not. No one can deny that in all countries the workers’ movement, once the initial period of desperate rebellion was over, has demonstrated that it very much understands the exigencies of progress. Not only does it no longer struggle against the introduction of more refined methods of production, or against machinery, it even goes so far as to request that they be introduced, seeing clearly that the possibilities of improvement and raising standards are closely linked to a higher level of social productivity.

(Marx always pointed out to socialists that socialist society will come about not through an internal reform of capitalist society and its system of distribution, but through the evolution of the forces of production. To develop these forces of production and to develop them as rapidly and integrally as possible will be the best means of bringing the new society within reach. Marx, however, believed that this process of development was extremely rapid and would bring about within a brief span of time a catastrophic crisis in the system of capitalist relations, whereas reality has shown that this development does not necessarily lead to a socialist outcome. From this flows the crisis of socialist doctrine, the sensation that the economic machine is not following a set course, the revision of socialist programs, and the gradual appearance of a more complex and realistic vision in all socialist movements. Like a wayfarer who sees a distant mountain on the horizon, its features standing out in strong and simple relief, and who then discovers as he draws closer that it is sinuous and jagged, all ridges and undulations, likewise the socialist, observing economic and social life from up close, came to realize the excessive tendency to simplify and the onesidedness of the original socialist program.)

Throughout Europe we are witnessing in these years a profound transformation of the socialist movement, which is showing an ever stronger grasp of reality and according an ever more decided primacy to the workers’ movement and to concrete, immediate programs. One after another the residues of utopianism and messianism that played such a large part at the outset are being cast aside, and in socialist literature the old manuals of catechism or apocalypse which set themselves the task of delineating the hypothetical socialist state in the most risible details have rightly fallen into oblivion.

Even for socialists, the simplistic formulas and bold, miraculous prescriptions that were meant to unlock the secret of the future have had their day. By now there are numerous socialists who concede that the goal, or rather a goal, an intermediate stage, can be set only in very general terms, and that what has to be done is to adapt to circumstances and to a world in continuous, vertiginous transformation; that it is necessary to measure ourselves against actual experience and hold on tight only to a few fixed points of reference, for the truth is that only out of movement, out of experience freely undertaken, will we receive any guidance for tomorrow.

The events of the war and of the postwar period, especially in Russia, have led to the abandonment of the old centralizing, collectivist program that made the state the administrator and universal controller of the rights and liberties of all. No one any longer believes, as he once did, that the simple fact of expropriation, by which productive enterprises are transferred into the hands of the collectivity, will bring about an apocalyptic transformation—with levels of production and wealth multiplied; work loads lightened and made a source of delight; mankind freed at last from material enslavement; struggles, social classes, and wars abolished automatically; and brotherhood, justice, and peace triumphant. . . .

For serious, intelligent, educated socialists—indeed, for society’s entire management elite—these things are by now viewed as fairy tales which it is healthier not to discuss. Above all, everyone now sees clearly the dangers of bureaucratic elephantiasis, the intrusive state, the rule of the incompetent, the stamping out of all individual autonomy and liberty, and the loss of any incentive for managers or their subordinates. Let us not even dwell on the problem of human happiness.

At this point the prevailing tendency in the socialist camp is in favor of forms of management that are as autonomous as possible, untrammeled and suited to the various types of enterprise, forms that take into account the whole gamut of different needs. These forms might include municipal management, cooperative management, guild management, management by trust, mixed management in which the general interest is incorporated into particular interests, individual and, accordingly, family management as tradition, technology, and the environment dictate, and so on. The notion of an industrial, commercial, and agricultural state has grown faint, except when the discussion turns to essential public services. Indeed, I would go farther: no socialist any longer makes any attempt to defend a priori, in general terms, the prescription that property must be socialized. Many eminent thinkers (I note the recent striking conversion of G.D.H. Cole, one of the most perceptive British socialists) are beginning to adopt the view that for some branches of industry the most important problem is democratizing the command structure of the factories and the control of their technical and social management in the interests of the collectivity. Even in the most progressive and routinized areas, in which by now the possibility and the utility of socialization is evident, care is taken to state that in any event it can be implemented not at a stroke, but only gradually, in slow stages, with an adequate corollary of experience and capacity. In sum, it appears to me that the quite justified reservations that, in the name of liberalism, might once have been advanced against the abstractness and the utopianism of the old socialist programs are on the way to being extinguished through the victory of common sense, experience, the practical lessons learned by the movement, and above all assumption of the responsibilities of government.

Notes

Reprinted with permission from: Carlo Rosselli, Liberal Socialism, edited by Nadia Urbinati, translated by William McCuaig, in collaboration with Fondazione Rosselli of Torino (Princeton, N.J: Princeton University Press, 1994), 83-93.

Carlo Rosselli (1899-1937) graduated in Political Sciences (University of Florence) in 1921, and in Law (Univeristy of Siena) in 1923. After the World War I he supported the Socialist Party and during the fascist regime his political journal “Fourth Estate” was immediately closed. In 1927 Rosselli was confined to the island of Lipari (Sicily) where he wrote his famous book on Liberal Socialism. In July 1929 he evated the island reaching France. In Paris, with other refugees, Rosselli founded the anti-fascist movement “Justice and Freedom,” starting to publish the Quaderni (Notebooks), and on 1930 he published, in French, Socialisme liberal, a synthesis of the socialist democratic idea and the libertarian one. The book contains also a strong critique of Marxism and Stalinism. In 1936 Rosselli has been active in supporting Republican forces, fighting the first battle in Spain. In June 1937 he was killed, with his brother Nello, by the “Cagoulard” in Bagnole-de-l’Orne [Ed].


Chapter Six

Ernesto Rossi: The Reform of Society in the European Perspective

Postwar Duties. Reform of Society

A free and united Europe is the necessary premise to the strengthening of modern civilization as regards which the totalitarian era is only a temporary setback. As soon as this era ends the historical process of struggle against social inequalities and privileges will be restored in full. All the old conservative institutions that have hindered this process will either have collapsed or will be teetering on the verge of collapse. The crisis in these institutions must be boldly and decisively exploited.

In order to respond to our needs, the European revolution must be socialist, i.e. its goal must be the emancipation of the working classes and the creation of more humane conditions for them. The guiding light in determining what steps need to be taken, however, cannot simply be the utterly doctrinaire principle whereby private ownership of the material means of production must in principle be abolished and only temporarily tolerated when dispensing with it entirely. Wholesale nationalization of the economy under State control was the first, utopian form taken by the working classes’ concept of their freedom from the yoke of capitalism. But when this State control is achieved, it does not produce the desired results but leads to a regime where the entire population is subservient to a restricted class of bureaucrats who run the economy.

The truly fundamental principle of socialism, vis-à-vis which general collectivization was no more than a hurried and erroneous inference, is the principle which states that, far from dominating man, economic forces, like the forces of nature, should be subject to man, guided and controlled by him in the most rational way, so that the broadest strata of the population will not become their victims. The huge forces of progress that spring from individual interests, must not be extinguished by the grey dullness of routine. Otherwise, the same insoluble problem will arise: how to stimulate the spirit of initiative using salary differentials and other provisions of the same kind. The forces of progress must be extolled and extended, by giving them increasing opportunities for development and employment. At the same time, the tracks guiding these forces towards objectives of greatest benefit for all society must be strengthened and perfected.

Private property must be abolished, limited, corrected, or extended according to the circumstances and not according to any dogmatic principle. This guiding principle is a natural feature in the process of forming a European economic life freed from the nightmares of militarism or national bureaucratism. Rational solutions must replace irrational ones, even in the working class consciousness. With a view to indicating the content of this principle in greater detail, we emphasize the following points while stressing the need to assess the appropriateness of every point in the program and means of achieving them in relationship to the indispensable premise of European unity:

a) Enterprises with a necessarily monopolistic activity, and in a position to exploit consumers, cannot be left in the hands of private ownership: for example, electricity companies or industries of vital interest to the community which require protective duties, subsidies, preferential orders etc. if they are to survive (the most visible example of this kind of industry so far in Italy is the steel industry); and enterprises which, owing to the amount of capital invested, the number of workers employed, and the significance of the sector involved can blackmail various State bodies, forcing them to adopt the policies most beneficial to themselves (for example, the mining industries, large banks, large weapons manufacturers). In this field, nationalization must certainly be introduced on a vast scale, without regard for acquired rights.

b) Private property and inheritance legislation in the past was so drawn up as to permit the accumulation of wealth in the hands of a few, privileged members of society. In a revolutionary crisis this wealth must be distributed in an egalitarian way thereby eliminating the parasitic classes and giving the workers the means of production they need to improve their economic standing and achieve greater independence. We are thus proposing an agrarian reform which will increase the number of owners enormously by giving land to those who actually farm it and an industrial reform which will extend workers’ ownership in non-nationalized sectors, through co-operative adventures, employee profit-sharing, and so on.

c) The young need to be assisted with all the measures needed to reduce the gap between the starting positions in the struggle to survive to a minimum. In particular, State schools ought to provide a real chance for those who deserve it to continue their studies to the highest level, instead of restricting these opportunities to wealthy students. In each branch of study leading to training in different crafts and the various liberal and scientific professions, State schools should train the number of students which corresponds to the market requirements, so that average salaries will be roughly equal for all the professional categories, regardless of the differing rates of remuneration within each category according to individual skills.

d) The almost unlimited potential of modern technology to mass produce essential goods guarantees, with relatively low social costs, that everyone can have food, lodging, clothing and the minimum of comfort needed to preserve a sense of human dignity. Human solidarity towards those who fall in the economic struggle ought not, therefore, to be manifested with humiliating forms of charity that produce the very same evils they seek to remedy but ought to consist in a series of measures which unconditionally, and regardless of whether a person is able to work or not, guarantee a decent standard of living for all without lessening the stimulus to work and save. In this way, no-one will be forced any longer to accept enslaving work contracts because of their poverty.

e) Working class freedom can only be achieved when the conditions described have been fulfilled. The working classes must not be left to the mercy of the economic policies of monopolistic trade unions who simply apply the overpowering methods characteristic, above all, of great capital to the shop floor. The workers must once again be free to choose their own trusted representatives when collectively establishing the conditions under which they will agree to work, and the State must give them the legal means to guarantee the proper implementation of the terms agreed to. But all monopolistic tendencies can be fought effectively once these social changes have been fulfilled.

These are the changes needed both to create very broad-based support around the new institutional system from a large number of citizens willing to defend its survival and to stamp freedom and a strong sense of social solidarity onto political life in a very marked way. Political freedom with these foundations will not just have a formal meaning but a real meaning for all since citizens will be independent, and will be sufficiently informed as to be able to exert continuous and effective control over the ruling class. It would be superfluous to dwell at length on constitutional institutions, not knowing at this stage, or being able to foresee, the circumstances under which they will be drawn up and will have to operate. We can do no more than repeat what everyone knows regarding the need for representative bodies, the process of developing legislation, the independence of the courts (which will replace the present system) safeguarding impartial application of legislation and the freedom of the press and right of assembly guaranteeing informed public opinion and the possibility for all citizens to participate effectively in the State’s life. Only two issues require further and deeper definition because of their particular significance for our country at this moment: the relationship between Church and State and the nature of political representation.

a) The Treaty which concluded the Vatican’s alliance with Fascism in Italy must be abolished so that the purely lay character of the State can be asserted and so that the supremacy of the State in civil matters can be unequivocally established. All religious faiths are to be equally respected, but the State must no longer have earmark funds for religion.

b) The house of cards that Fascism built with its corporatism will collapse together with the other aspects of the totalitarian State. There are those who believe that material for the new constitutional order can be salvaged from this wreck. We disagree. In totalitarian States, the corporative chambers are the crowning hoax of police control over the workers. Even if the corporative chambers were a sincere expression of the will of the various categories of producers, the representative bodies of the various professional categories could never be qualified to handle questions of general policy. In more specific economic matters, they would become bodies for the accumulation of power and privilege among the categories with the strongest trade union representation. The unions will have broad collaborative functions with State bodies which are appointed to resolve problems directly involving these unions, but they should have absolutely no legislative power, since this would create a kind of feudal anarchy in the economic life of the country, leading to renewed political despotism. Many of those who were ingenuously attracted by the myth of corporatism, can and should be attracted by the job of renewing structures. But they must realize the absurdity of the solution they vaguely desire. Corporatism can only be concretely expressed in the form it was given by totalitarian States regimenting the workers beneath officials who monitored everything they did in the interests of the ruling class.1

The revolutionary party cannot be amateurishly improvised at the decisive moment, but must begin to be formed at least as regards its central political attitude, its upper echelons, the basic directives for action. It must not be a heterogeneous mass of tendencies, united merely negatively and temporarily, i.e. united by their anti-Fascist past and the mere expectation of the fall of the totalitarian regime, in which all and sundry are ready to go their own separate ways once this goal has been reached. The revolutionary party, on the contrary, knows that only at this stage will it its real work begin. It must therefore be made up of men who agree on the main issues for the future.

Its methodical propaganda must penetrate everywhere there are people oppressed by the present regime. Taking as its starting point the problem which is the source of greatest suffering to individuals and classes, it must show how this problem is linked to other problems, and what the real solution will be. But from this gradually increasing circle of sympathizers, it must pick out and recruit into the organization only those who have identified and accepted the European revolution as the main goal in their lives, who carry out the necessary work with strict discipline day in day out, carefully checking up on its continuous and effective safety, even in the most dangerously illegal situations. These recruits will be the solid network that will give consistency to the more ephemeral sphere of the sympathizers.

While overlooking no occasion or sector in which to spread its cause, it must be active first and foremost in those environments which are most significant as centers for the circulation of ideas and recruiting of combative men. It must be particularly active vis-à-vis the working class and intellectuals, the two social groups most sensitive, in the present situation, and most decisive for tomorrow’s world. The first group is the one which least gave in to the totalitarian rod and which will the quickest to reorganize its ranks. The intellectuals, particularly the younger intellectuals, are the group which feels most spiritually suffocated and disgusted with the current despotism. Bit by bit other social groups will gradually be drawn into the general movement.

Any movement which fails in its duty to ally these forces, is condemned to sterility. Because if the movement is made up of intellectuals alone, it will lack the strength to crush reactionary resistance, and it will distrust and be distrusted by the working class and even though inspired by democratic sentiment, when faced with difficulties it will be liable to shift its position, as regard the mobilization of other classes, against the workers, and thus restoring Fascism. If, instead, the movement is backed only by the proletariat, it will be deprived of the clarity of thought which only intellectuals can give and which is so vital in identifying new paths and new duties: the movement would be a prisoner of the old class structure, looking on everyone as a potential enemy, and will slither towards the doctrinaire Communist solution.

During the revolutionary crisis, this movement will have the task of organizing and guiding progressive forces, using all the popular bodies which form spontaneously, incandescent melting pots in which the revolutionary masses are mixed, not for the creation of plebiscites, but rather waiting to be guided. It derives its vision and certainty of what must be done from the knowledge that it represents the deepest needs of modern society and not from any previous recognition by popular will, as yet inexistent. In this way it issues the basic guidelines of the new order, the first social discipline directed to the unformed masses. By this dictatorship of the revolutionary party a new State will be formed, and around this State new, genuine democracy will grow. There are no grounds for fearing that such a revolutionary regime will develop into renewed despotism. This arises only when the tendency has been to shape a servile society. But if the revolutionary party continues resolutely from the very outset to create the conditions required for individual freedom whereby every citizen can really participate in the State’s life, which will evolve, despite secondary political crises, towards increasing understanding and acceptance of the new order by all—hence towards an increasing possibility of working effectively and creating free political institutions.

The time has now come to get rid of these old cumbersome burdens and to be ready for whatever turns up, usually so different from what was expected, to get rid of the inept among the old and create new energies among the young. Today, in an effort to begin shaping the outlines of the future, those who have understood the reasons for the current crisis in European civilization, and who have therefore inherited the ideals of movements dedicated to raising the dignity humanity, which were shipwrecked either on their inability to understand the goal to be pursued or on the means by which to achieve it have begun to meet and seek each other.

The road to pursue is neither easy nor certain. But it must be followed and it will be!

Nationalization in Italy. The Training of a Modern Administration class2

No plan of reform will ever be successful so long as the Italian government does not succeed in training a modern administrative class with the skills necessary to manage nationalized industries.

Today most of the managers of public enterprises are chosen by the ministers either to pay patronage debts or to satisfy the demands of private business groups anxious to maintain their own emissaries in the vital centers of national economic life. This is the worst of all possible systems, for it brings to positions of command individuals who are either incompetent or who consider themselves on leave from private industry, to which they obviously intend to go back in short order, having in the meantime developed the policies most favorable to their real masters. . . .

Young university graduates should be hired and sent to special business and industrial schools as well as on training trips abroad. In-training programs should be more fully developed and a clear chance offered to the younger technicians and managers to rise to the top. Finally, salaries should be sufficient to keep in the public service the best men, who today are almost always lured away by private industry. . . .

As things stand at present, most of the enterprises controlled by IRI3 or by the Public Domain are largely organized under the code provisions regulating private joint-stock companies. The question arises as to whether a shift in their legal structure should occur, and whether the corporations controlled in one way or another by the state should become public corporations.

In some of these enterprises the state is sole owner. In others the state owns only a majority, or even a minority, of the stock. In still others, the state owns such a small proportion of the stock that it cannot be said to possess effective control. When state ownership is total, the fiction of “the private corporation” offers bureaucracy important advantages of freedom of decision and of manipulation. When the state shares ownership, in varying degrees, with private investors, the state lays itself open to the pressures of the private owners, who all too frequently use partial state control as a screen behind which they try to achieve more readily their own private ends. It is difficult therefore to justify the present legal structures when they are used either to strengthen the hold of obsolete bureaucratic power or to favor private interests.

A better defense might be made for the mixed corporation in which the state owns a majority, or a controlling part, of the stock, with private investors owning the rest. The supporters of the mixed system maintain that it enables the state to draw upon the experience of private businessmen, who are members of the boards of directors of the mixed corporations; that it possesses a flexibility in the management of affairs which leads to successful operation; and that it draws partially upon private sources for the supply of needed capital funds.

It is true that, as a whole, businessmen show a greater understanding of business than civil servants, even though in their dealings with the state they have always shown a serious lack of public responsibility, and the mixed corporation is supposed to bring together private business interests and public representatives who have the controlling voice. Even so, we must raise the question of whether the influence of the private owners would not be directed toward the realization of the highest possible profits, a goal which would not necessarily coincide with the highest public good. Therefore, if publicly controlled enterprises are anxious to exploit the greater skills of businessmen, the choice must be based on the businessmen’s qualifications to carry out the public mission with which they are to be entrusted.

It is also said that the mixed corporation, by comparison with the public corporation, has a greater freedom of action. Such freedom may, however, be purchased at too high a price if it entails the loss of all effective controls for the protection of the public interest. In practice, the civil servants who today are running private or mixed corporations are not answerable for their activities before any administrative tribunal, not to mention Parliament. The public-spirited and devoted manager may presumably derive certain advantages from this freedom, but it is absurd to build a system of public management of economic enterprises on the assumption of the widespread availability of such outstanding individuals.

With reference, finally, to the contention that the mixed corporation can rely both on public and private funds for the satisfaction of its capital requirements, it should be said that the advantages are largely fictitious. First of all, the state can always borrow at lower costs than private borrowers. In the second place, even if in theory bonds issued by state-controlled corporations that are set up under the “private” or the mixed “formula” are not part of the public debt, as would be bonds of public corporations, this is surely an illusory bookkeeping advantage, for ultimately all indebtedness of state-controlled corporations, whether private, mixed, or public, becomes a charge against the Treasury.

The truth is that the present legal structure of the private corporation, far from being acceptable as an instrument adequate for the realization of public policy, is not even adequate for the realization in the twentieth century of the purposes of private business. The private corporation in Italy is still based on nineteenth-century institutions. Since that time its functions and responsibilities have drastically changed. And yet, unlike the United States, Italy does not have any legislation to protect the interests of the stockholders, to control the activities of corporation directors, to prevent concerted action in restraint of trade, and to force full and authentic disclosures of the affairs of business corporations. The control exercised by Italian courts over joint stock companies is purely formal and is not even adequate to guarantee the authenticity of the few figures which must be revealed in annual statements. . . .

The mixed corporation may represent a useful bridge between public and private ownership, whenever the state is in the midst of liquidating its economic assets. But when no such liquidation is being carried out or contemplated, and when the problem is in effect that of finding the best possible administrative arrangement for the industries that are to be kept permanently under state ownership, the mixed corporation is a very dubious solution. All relevant and positive experience seems to point instead to the autonomous public corporation, wholly state-owned, freed from too rigorous civil service procedures but effectively controlled by government and Parliament in the interest of the general welfare. The best Italian example of this approach is to be found in the fifty-year-old public corporation that manages the national railroad network. Even better examples are to be found in the modern public corporations through which Great Britain manages the vast range of its nationalized industries and public utilities.

Obviously the statutes governing the public corporations ought to take into account the different natures of the industries coming under their control, and flexible arrangements should be made for the selection of the members of the boards of directors, the fixing of varying degrees of control by the Cabinet and other administrative bodies, and the preparation of balance sheets. Nor should it be forgotten that the overriding consideration in any case must remain that of an adequate reform of the civil service, for without it no system for the management of nationalized enterprises, no matter how well conceived, will yield satisfactory results.

Notes
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Ernesto Rossi (1897-1967), graduate in Law at the University of Siena participated to the World War I. From 1925-1930 he taught as professor of Economy, and on 1930 he was imprisoned by the fascist police and was in prison for 13 years. On 1943 he was released after the fascism defeat. Ernesto Rossi was leader of the Movement “Giustizia e Liberta” and a liberal activist who supported the American form of capitalism (New Deal). [Ed.]

1. Here the text written by Rossi ends, and the text by Spinelli begins. [Ed.]

2. This writing is taken from M. Einaudi, M. Byé, E. Rossi, Nationalization in France and Italy (Ithaca, New York: Cornell University Press ©, 1955), 242-246.

3. IRI is the acronym for Institute for the industrial reconstruction, instituted during the Fascism (1933) in order to avoid the bankruptcy of the main banks in Italy.


Chapter Seven

Bruno Rizzi: Capital

All wealth introduced into a distribution or production cycle according to the Money-Commodity-Money (M-C-M) formula is Capital.1 Capital is the economic attribute taken on by the means of production and distribution within a mercantile2 economic cycle, hence based on the marketplace (from which labour power, raw materials, the means of production and so forth, are procured, and by means of which finished products are distributed against recovery of the outlay plus a supplementary sum, termed profit).

Capital is therefore an economic form. More precisely, it is the economic form assumed by the means of production or of distribution entering into mercantile economic relations.

The more widely accepted meaning of Capital is that it is a sum of money invested, for cash on hand or concrete things, within a mercantile economic cycle. But there is nothing material about Capital. It is immaterial: the economic aspect assumed by matter as a component part of the phenomenon of production and distribution when the sum in question is capable of providing a profit independently of the work provided by the owner of the sum considered.

This position would appear to be clear, succinct and also rational. Let us now look at what officialdom has to say about the matter. Only by successfully confuting received scientific wisdom can we hope to gain credence for our stance.

Let us consider the work of a university professor of high repute who is considered a master by the young, eager to benefit from his expertise in the field of “political economy.” Let us examine “le Gide.” This is the name used in the libraries by readers looking for his treatise on political economy.3

Charles Gide starts out by saying that he is “unable at first sight to clearly make out what this third factor of production, Capital, actually does.” He wonders whether it is perhaps an “uninvited guest.” “Because, if Labor and Nature appear to us to be distinctly separate from the wealth they produce, we know, conversely, that what we call Capital is only wealth considered according to a certain aspect”; “in other words, Capital itself is a product of Labor and Nature.”4

I should immediately make it clear that, in my opinion, Capital is not a factor of production. It is an accelerator of production. As a factor, it certainly is an “uninvited guest”5 since Wealth can only be provided by Labor and Nature. However, Capital, as an accelerator, fits into the picture perfectly, particularly when “wealth is considered according to a certain aspect,” to use Gide’s own expression.

I believe this wealth enters into production or distribution cycles economically, and in a manner according to which it will assume that “certain aspect” which allows us to perceive it as Capital.

So, it is a question not of wealth or sources of wealth but only of an aspect, an attribute, an economic form taken on by wealth. The essential question is pinning down the “aspect,” or the nature of this aspect.

“In other words,” I cannot see how “Capital itself” can be “a product of Labor and Nature,” since Nature is truly an embodiment of wealth, of material of use to mankind, while Capital appears to be a certain aspect of wealth, just as Gide was also led to believe on the basis of first impressions.

The truth of the matter is that “we know” very little. We pretend to know.

Judging from the tone of voice, one might think the subject is a familiar one—or familiar at least to the knowledgeable. And yet, immediately afterwards, we are told that Capital is a thing—it is no longer an aspect. We now see how patchy our understanding of what Capital means really is.

I rule out the idea that Capital is a product of Labor and Nature. I take it to be a particular function of wealth within the phenomenon of production and distribution. However, certain specific conditions must be met.

We should consider an example. A stretch of feudal land remains land, and is a potential asset (wealth) figuring as property in capitalistic terms. It is thus Nature, one of the acknowledged factors of wealth. But we do not represent it to ourselves as Capital, and neither did our forefathers consider it Capital. They talked of assignment, favors, concessions and bestowals. They never talked of investing capital or of profits. They referred to the contracts they stipulated, according to which the granting of the means of production was effected on the basis of payments in kind, as beneficium,6 precarium,7 feodos8 and so forth, rather than profit. Our historians and “political economists” gauge the past using the units of measurement of the present day.

The nineteenth century was the world of Capital, and so they believe Capital must surely have been in existence for all time, from Noah to Rockefeller.

The aspect of this “medieval” land—which generates no surplus value and whose products are not distributed via the marketplace—is what we call “Favor,”9 precisely because its economic “aspect” appears to differ from that of land the produce of which goes to the marketplace.

We conclude that this latter type of land has assumed the economic attribute of Capital. It is widely referred to as capital, and the thing is considered one and the same as its function. This we may forgive in the man in the street, but we do not believe our academics should be treated so leniently.

The land of a patriarchal group is used to provide subsistence for all members of that group; it is a source of wealth. When made fruitful through labor, it yields wealth—but we cannot for this reason consider it Capital. The people of those times have left no indications that allow us to conclude that they considered lands Capital.

Our impression, instead, is that the “aspect” assumed by patriarchal lands has nothing in common with what we perceive of feudal lands, and nothing in common with the lands of estancias,10 fazendas11 or farms,12 or even with the small holdings of Italian farmers, landowners or independent entrepreneurs.

The living space of Man the hunter is also one of the two factors of Wealth—Nature—, but its economic aspect has nothing in common with what we call Capital. Indeed, by his labor, the hunter seizes from Nature his prey, actual wealth. And yet no hunter chief could have left his group for a seaside holiday, for a break in which to enjoy the bracing air of a mountain resort, or for a trip abroad, while his men did the hunting for him on lands which would nowadays be considered Capital. This is precisely because the aspect assumed by these tribal lands, namely their productive function, does not correspond to the concept of Capital. In short, land, in this case, does not embody this economic form.

“In other words,” after stating that it is “widely known” that Capital is wealth “considered according to a certain aspect,” Gide errs when he says that “Capital is a product of Labor and Nature.”

The real situation is that Labor and Nature, as potential wealth, become fruitful and generate actual wealth—assets which may be of immediate use to men. But it is also true that this wealth, produced by the union of Labor and Nature, can assume various economic aspects, including the aspect of Capital.

A sack of grain in the patriarchal abode is a use value. When received by a feudal lord, or feudatory, from a serf—as tribute regulated by the consuetudo prœdi, coutume de la terre or Höfrecht13—, it is a service, a payment in kind. When the same sack of grain is sold in the marketplace it is a commodity, but when the sack is emptied and the grain cast upon the ground with all the care required so that it might multiply and then be sold in the marketplace, we say that this sack of grain is Capital. Its economic aspect now differs considerably from the aspects applying previously—this aspect is so different that people, without discussing the matter in depth, assign names not to the thing but to the production or distribution function which the thing assumes. It took many hundred years for us ask ourselves what Capital, commodities, services and so forth actually are. The idea comes to us after the event, and after its crystallization in a newly coined word.

Gide has already stated that the “third factor of production” may be considered an “uninvited guest,” namely Capital. He then tells us he no longer considers Capital a factor: “Is supposing that, aided by its necessary exponents, it has the virtue of, in turn, generating wealth perhaps not tantamount to a sort of economic incest, or at best the result of terminological confusion?”14

Indeed, incest it is, and terminological confusion too. It was rigorously proven decades ago that Capital does not produce wealth.15 Instead, Gide—playing dumb yet again—chooses to appease his academic conscience by speculating vaguely that there are perhaps times when “incest” does take place. He refers, to be more precise, to the daily incest of profits set aside in favor of Capital, which legal codes will protect, which the bayonet will defend, and which the academics will declare just and proper.

Despite all, with the coming of Capital, Society became wealthy and the workers also stood to gain.

The last thousand years of History provide undeniable proof of this circumstance. The wellbeing of the citizens of Athens at the time of Pericles, too, or of the citizens of other Greek cities, makes it fairly clear that Croesus’ appearance on the scene was not unpropitious. Likewise the emergence of the millionaires of the nineteenth century. Workers had never prospered as they did in the homelands of the millionaire during the age of the millionaire.

We must therefore conclude that, while not a factor of wealth, Capital nevertheless displays some other property that will foster the production of wealth.

Our automobiles are propelled by the force created by exploding gasses, but we know that various accelerators (which do not produce motive force) may increase or decrease the automobile’s speed. A similar principle holds for Capital—an economic form which, we believe, is the best economic accelerator that man has adopted to date within the context of relations of production and distribution. This does not imply that it need be the last.

Charles Gide sees things differently. True to form, he assumes Capital is a factor of wealth, despite having just considered it an uninvited guest, and even economically incestuous.

He writes:


Here we find something that is really quite simple, since by stating that Capital is one of the major factors of wealth, what we mean is quite simply that no wealth has been created without the aid of pre-existent wealth. This is therefore an economic fact whose importance can hardly be overestimated.16



What Gide forgets to tell us is who or what authorises us to acknowledge beyond all doubt that Capital is “one of the necessary factors of production.” The fact that he himself has doubts in this regard, and speaks of incest and meaninglessness, should invite greater caution, when, on the basis of a given, he attempts to recount an economic fact of enormous importance, namely that no wealth has ever been produced in the absence of previous wealth (understood, moreover, as Capital).

My own view is quite simply that Labor and Nature are sufficient factors for the production of wealth, with no need for any other form of pre-existent wealth. Indeed, my impression is that, by omitting mention of the fact that Capital is Wealth conceived of according to a certain aspect—a fact which he had already stated was widely known—, Gide has rather inelegantly skirted the problem. Capital-as-aspect is precisely what we are interested in, thus preexistent wealth is not necessary for the production of other wealth, and Capital does not necessarily figure among the factors of production. It is neither a thing nor a force. To all appearances, the hands of man, and Nature, who surrendered herself to Man, produced wealth for hundreds of thousands of years in the absence of Capital and Capitalists.

If a man goes into a virgin forest and gathers the strawberries there, he produces wealth in the form of strawberries with the sole aid of Nature and of the Labor of gathering the fruit, and this takes place with no need for pre-existent wealth understood as Capital, as necessary factor of production.

Leaving aside the problem of “aspects,” attributes and economic forms, Gide once more identifies wealth with Capital—the thing with its economic aspect. Only the latter should be of interest to the economist. Capital is not a thing. It is immaterial. To be more precise, rather than “wealth according to a certain aspect” it is the economic aspect of wealth in certain specific circumstances, namely when entering a production and distribution cycle of the mercantile kind.17

Capital was born with the mercantile economy, based on the marketplace. If we consider the period that takes us from feudalism on, to the time of the Golden Horde,18 we see that History and ethnography provide no trace of either Capital or the normal effects of Capital. If Capital were truly a necessary factor of production, it would have been present throughout eternity, and would have left us with traces of its existence. These traces are not to be found. However, by considering many extremely important social manifestations, we can historically document how Capital arose as a result of the advent of the marketplace. It is sufficient for us to note that where there is no Capital there is no bank lending, and thus indirectly conclude that Capital did not contribute to social development over the period of feudalism.

If Gide takes Labor and Nature to be forms of pre-existent wealth, then his postulate that “no Wealth could be created without the aid of another preexistent wealth” is true. It is equivalent to saying that nothing comes from nothing. We can count on two types of wealth. However, Labor and Nature may only be understood as potential wealth, not actual wealth. They are sources of wealth—the true and sole factors of wealth. In any case, there is no proof that what is wealth—namely Nature and Labor—is necessarily Capital. Nature and Labor “appear, truly, as clearly distinct from the wealth they produce,” and Capital is a third entity which is capable of assimilating the other two. It was only with the advent of Capital that man could freely have both Labor and Nature at his disposal, precisely because, by means of money and of the marketplace, Nature and Labor can be purchased and made available to a single individual or corporation. This function of money is Capital.

Capital is therefore neither Nature nor Labor. Nor is it even “pre-existent wealth,” potential or otherwise. Instead, it is the function assumed by actual or potential wealth in certain production or distribution cycles, namely mercantile cycles.

Feudatories possessed fantastic treasures, or so it seems, and even practiced usury, but no one will consider a man who hoards heaps of gold in his cellar or dungeon a capitalist.

Such individuals do not foster the production of wealth with their possessions. They do not sell or buy in the marketplace. They do not employ others, nor do they gain surplus value. They are inert.

Feudatories distributed their lands as “parcels,” and the recipient was the serf—never the smallholder, or farmer, or proletarian. This circumstance was neither fortuitous nor the fruit of political, legal or moral reasoning. It came about, instead, because the economic function of the means of production within this production cycle differed from that of Capital. We term this function “Favor,” and, corresponding to this function, we find an array of economic forms of worker, director19 and product.

For thousands of years, various economic systems created wealth in the absence of Capital. Capital was a complete unknown when Palaeolithic and Neolithic man gathered fruit, hunted, fished, raised livestock and, lastly, tilled the land.

The “statement of fact,” conveyed in italics, that “No wealth could be created without the aid of pre-existent wealth” is of the same value as the premise from which Gide deduced it (“Capital is one of the necessary factors of production”). No one has ever demonstrated the existence of these virtues of Capital. Marx, countering that view, proved that capital did not possess such virtues, and History provides the proof that capital has only recently been known to men.

The feudal farmer, the serf or director cannot produce grain without seed grain—actual and pre-existent wealth. But not even the director spoke of Capital. No one gained surplus value. No one sold Labor. If there was a marketplace, it was embryonic, and the result of the simple circulation of commodities. The everyday language of the times permitted reference to “copyholdings,” fief-estates or concessions. Corvées, redevances, manoperœ, charrois20 and so forth were expected, as opposed to dividends—in a word, payment in kind. Labour was not provided via the marketplace or purchased as a commodity like any other. It was imposed upon the workforce in exchange for land granted by the directors.

The markets to be found, if at all, were embryonic. They provided only minimal quantities of what was required, and were provided with equally minimal assets. Everyone consumed what the assigned lands produced. Alternatively, the produce was stored by a centralizing apparatus (such as the Annona)21 and then shared out among the directors. No wealth assumed the function of Capital. There was no multiplication of capitals. Likewise, there was no bourgeoisie. Capitalists and the proletariat were absent.

If pre-existent, actual or potential wealth is used to produce commodities for the Market and surplus value for social directors,22 “pre-existent wealth” assumes the economic form of Capital.

A horse is wealth and a use value, but it will not be Capital if it never leaves the stable or is kept solely for recreational purposes. If, instead, it is a beast of burden, it assumes the economic attribute of Capital—on condition, we must remember, that the productive unit meets the needs of the marketplace, as opposed to those of the direct consumer at the place of production.

According to Charles Gide, Capital is, instead, that much-touted hypothetical entity: “pre-existent wealth.” “We must give a name to this pre-existent wealth, whose function is so characteristic,” he writes. “We name it Capital.”23

This characteristic function would appear to be the amorce, an incentive, the determinant of production. Unfortunately, Gide cannot tell us how the first wealth came about without pre-existent wealth, which is to say—to take up his own manner of proceeding—without Capital.

One would have to conclude that Capital has not always been in existence. But if we claim that Capital is wealth considered according to a certain aspect, we cannot see why this wealth should of necessity be pre-existent. Are we to believe that pre-existence is the characteristic aspect of wealth as Capital?

By proceeding in this manner we shall get nowhere, and yet the particular function assumed by wealth within the phenomenon of production or distribution provides a sufficiently clear indication of the essence of Capital. There can be no doubt that when this function is lacking, the economic forms and social manifestations of mercantile society are also all lacking. Such manifestations are only possible when the function assumed by wealth is that of Capital.

Capital is the attribute assumed by wealth within the context of a historic type of relations of production and exchange—mercantile relations. Capital is the economic aspect assumed by a sum of money which is real or theoretic (representing real wealth and wages), and which is used to produce or sell commodities for the purpose of the appropriation of surplus value. A sum of money is Capital when we note a change in the direction of permutation of money and of the simple circulation of commodities. Thus, M-C-M (Money-Commodity-Money) replaces C-M-C (Commodity-Money-Commodity).

The reproduction of wealth is very greatly favored by this inversion of the money formula. This truly extraordinary development can be verified by experience.

For roughly 800 years, men applied the formula of capital to their day-to-day affairs, and their wealth increased enormously. This was not because Capital had created wealth but solely because Capital served as a stimulant for the reproduction of wealth. Strange as this development may seem, the explanation can be obtained by examining what takes place during both production and distribution following application of the M-C-M formula, when a real or representative sum of money enters the circulation and is then withdrawn in a greater quantity after its transformation into commodities for the purposes of production or distribution.

Commercial Capital and industrial Capital are the two major applications of the formula of Capital.

Commercial Capital is at work when a sum is disbursed with which commodities are bought for the purpose of sale, thereby achieving regular recovery of the invested money plus the difference between the proceeds of sale and the sum required for purchases (commercial profit).

This operation is possible because certain products are in excess in certain places and are lacking in others, or because diverging local production costs provide a stimulus for this operation. Clearly, the person responsible for the operation provides a service and also a certain quantity of labor, since a product of no use in the place of production—where there is a superabundance of the said product—acquires, where it is lacking, all the prerogatives of usefulness.

This is not merely the labor of transport. Consumption will benefit. The price is lowered and, as a result of rationalizing consumption in this manner, production is stimulated. It is work in keeping with the law of increasing returns. It favors the law of supply and demand and is also conducive to increases in purchasing power. Without being a creator of wealth, commerce lowers prices. In Paris, for example, it ensures the supply of a commodity produced at minimal costs in Milan, or vice versa. The Parisian purchaser is pleased that his requirements have been met while also allowing him to save the difference, and with that saving he can buy something else. Consumption is thus stimulated and hence also production.

If our Parisian purchaser is a trader or dealer, he makes a profit, but he will have to consume the profit himself or use it as Capital, thus inevitably fostering either consumption or production. These new investments of Capital are fruitful if a progressive extension of the market takes place or, alternatively, if purchasing power rises progressively. Otherwise, there will be no buyers. Commerce specifically determines a lowering of prices and enables a corresponding increase in the number of consumers with parallel investments of Capital. While not a direct creator of wealth, Capital stimulates the production of wealth by creating an economic vacuum or “breach” into which new fruitful unions of Labor and Nature are drawn.

Economically speaking, commerce achieves the same goal as that for which the division of Labor was devised. It determines a fall in costs without any technical modification of the product itself. This is because economically, if not technically, commerce rationalizes production. By distributing production over increasingly vast areas—given the tendency to purchase production according to the most favorable conditions—commerce concentrates production in the most appropriate locations, where production costs less and is of higher quality. It therefore contributes to raising purchasing power and the revenues derived from production. Commerce increases the mass of consumers and enhances the potentials of this mass, creating the conditions for further development of production. By doing so, it tends to broaden out the marketplace, the potentials of which are enhanced—this being the sine qua non of social development during the mercantile era. When the marketplace comes to a standstill, Society may subside or even come to an end.

Consider Rome or Greece 2,000 years ago, and consider our own times.24

For commerce to exist, it is assumed that there is a fruitful union of Labor and Nature. But this is of little relevance. Commerce may exist, or it may not. If not, this does not mean that there are no prospects for social life. Men have survived for thousands of years in the total absence of commerce, or with very little. But they have never been able to dispense with Labor or Nature. However, when commerce makes its appearance, it enormously accelerates production. The work of commerce consists in organizing and rationalizing production and distribution. Commerce tends to raise purchasing power and the productive capacity required to meet this purchasing power. A number of Marxists mistakenly consider commerce a parasitic activity. It can indeed degenerate into speculation. If it does, it is no longer commerce.

While no one would have dreamt of economically rationalizing production and distribution, we find that Society, at a certain stage of its economic development, provided people with the means to do precisely this. Society forges on. It is “nobody’s fool.” The pressures it exerts are of the “sentimental” kind. By exciting our egoistic instincts, the mercantile economy, by means of Capital, brought about the most thorough rationalization of production and distribution that History has ever witnessed.

We cannot, and must not, dispense with commerce. Only speculation must be countered. However, countering speculation by coercive, political or juridical means will be of little use. Such means are only of secondary value. The aim may be achieved only through relations of production such as will preclude speculation. At this stage, the rationalization of production and of distribution will reach a state of economic perfection—irrespectively of the degree of technical perfection displayed—and will, even more clearly than before, show how powerful commerce is as an accelerator of the phenomenon of production.

Commerce is the capitalistic form of rationalization of distribution. That it procures wealth is proven by the experience of a thousand years and of the millions of people who, generally speaking, are neither speculators nor thieves but rather, essentially, organizers in the field of distribution. And if commerce, without transforming anything, enriches the world by accelerating production, this is because production itself is true wealth.

The objection might be raised that exchange rationalizes distribution also through barter and the simple circulation of commodities. This is so. However, as a means of rationalization, the double circulation generated by commercial Capital is much more powerful, and is capable of creating a stock of cash such as will enable the very same economic operation within the field of production. At this stage, practically in their entirety, production and distribution within Society are effected by means of relations of sale and of purchase (these relations are separate and independent). The direction of circulation of commodities is completely reversed, thus, at one and the same time, meeting the needs of distribution and rationalization. This is an extremely fruitful economic expedient or artifice.

Indeed, commercial Capital “sallies forth,” hot on the trail of the consumer, rather like a pack of hunting hounds. Without this preliminary operation, mercantile production could never increase. Commercial profit may appear to be without any basis in reality, but it is to be found in the demand for wealth induced by commercial operations (these commercial operations, in turn, depend upon the fruitful union of Labor and Nature the purpose of which is thus ensured: in other words, the mercantile production cycle—sales—is run fully, and is ensured).

Alternatively, we may say that commercial profits are immediately crystallized by a mass of cash assets. This mass, potentially, represents a corresponding mass of commodities, or of wealth, for the production of which there is a demand, this demand in turn being met by production. Alternatively, we may say that the mercantile economic system provides credit to commerce, the cover for which is provided by Labor applied to Nature. The first credit operation was the work of the mercantile economic system itself, including distribution and production. This operation was honestly and seriously conducted, since commerce provided openings which production was ready to provide cover for. Human society required only credit to be set to work. The men of Capital, admittedly, lent practically exclusively to those with property. When these openings prove insufficient, the marketplace enters a phase of rigidity. When the deadlock becomes chronic, the mercantile economic system collapses, leading to the failure of mercantile society—this mercantile society representing a phenomenon which, for thousands of years, men were unfamiliar with (due to the simple circumstance that their “pre-existent wealth” had not assumed the aspect of Capital).

Mindful of the fact that Capital is not a factor of wealth, we can now consider in greater detail application to production of the formula of Capital, and the reasons for the enormous increase in wealth which took place.

When the money supply and the supply of commodities—created by simple circulation of these commodities and double commercial circulation—are available, an individual with money at hand can acquire tools, raw material and labor power in order to produce certain commodities. This money assumes the economic form of industrial Capital. Thus, economically speaking, we have a repeat operation of the kind ascribed to commercial Capital: sums are launched into circulation and then, with the addition of profit, withdrawn in greater quantities. However, the tendency is no longer toward fostering and rationalizing distribution, but directly toward the creation of the means of consumption, in the economic form of commodities. By means of a series of M-C-M (Money-Commodity-Money) permutations, economically speaking, production is carried out in exactly the same manner as commercial transactions, as described above. Production becomes mercantile. Rather than for direct, autarchic consumption, production takes place in order to sell for the purpose of making a profit.

These economic “quibbles” or “fine distinctions” overturn one social order, and set the stage for another.

Capital—even industrial capital—creates nothing. It is not a thing. It is the function taken on by the means of production, by all wealth introduced into the mercantile production cycle (industrial Capital). The advantage, which was unknown to pre-existent economic systems, lies in the fact that, at the end of the production cycle when the product is sold, Capital is capable of providing larger sums of money than the sums invested. The sum of money is potential wealth which can be immediately transformed into actual wealth by means of acquisition of commodities supplied in abundance by the marketplace.

Such empowerment does not require investiture of the empowered party as a feudatory or priest of the temples. A sum of money will suffice, along with the condition of being the serf of no one (whether the master is a saint, a vassal, a patron, a civitas, an Inca overlord or a Pharaoh). This is why “the bourgeoisie is born free,” and why, for many hundred years, the bourgeoisie has been denigrated as a “beggarly,” “plebeian” canaille, or “Pataria,”25 and so forth. The man who is free, but with no feudal powers, becomes a trader or industrialist and he takes up the path of a power that will transcend feudal power, due to the simple fact that a sum of money introduced into circulation can then be withdrawn from the circulation with a bonus.

The feudatories cursed this unprecedented economic miracle, but they could do nothing to stem its flow.

What is the effect of this miracle, of this economic function of the means of production, of Capital? Not direct production. Direct production is invariably the outcome of the fruitful union of Labor and Nature, also within mercantile production cycles. However, it comes about that a new class of men enters into the activity of production via a relation of production that enables theoretically infinite revenues, replacing the sole stimuli of self-satisfaction or, alternatively, the provision of services due to a master. The conquest of surplus value paves the way to the marketplace in its many manifestations, and the marketplace, in turn, offers its abundance entire—be it bread, health care, glory or love. It could hardly be expected that such a naturally egoistic beast as Man should turn down such an opportunity as this! It also happened that, armed with a sum of money, he could laze about, have others work for him, and perhaps even neglect the managerial aspects of his own enterprise. It could hardly be expected that Man—who is so naturally lazy, and whose normal position is the recumbent position of rest—should not take advantage of this possibility. Mercantile distribution and production cycles therefore multiplied, with the evident result of increased production, or rather, increased wealth, with the arrival of the well-to-do and general wellbeing. This situation came about neither through a “political” plan or the proverbial “goodness” of a monarch, nor through the no less proverbial wisdom of the King’s own ministers. Great feats can hinge on the efforts of that unsung hero—the man in the street.

Not even industrial Capital directly creates anything. It is not a factor of wealth. I associate Capital with a potent accelerator of production, and believe that it is possible for Capital to be ousted in the future by an even more potent “Social” accelerator, namely the economic function assumed by the means of production within the socialist economic system.

Let us leave to one side the story of Robinson, unearthed by Gide in support of his thesis. In short, “to meet their needs, undoubtedly, animals are obliged to be content with their labour and with Nature,” and “primitive man found himself, necessarily, in the same position. It is quite clear (therefore) that the first Capital of the human species had to be formed without the aid of any other Capital.”26

And where, we wonder, has that pre-existent Capital-wealth got to? By reasoning in this manner, Gide pulverizes his own thesis on Capital. Wasn’t Capital the wealth that precedes all forms of wealth? Or are we to believe that there were capitalists and the bourgeoisie in Palaeolithic and Neolithic times? Were there perhaps banks and stock exchanges, too?

We will find groups of “demented” people engaged in masquerades and perhaps occupied in horrendous acts of self-mutilation according to the dictates of the religions of those times, but never will we encounter “demented” fools in front of their slates, yelling like madmen, scribbling figures and then furiously rubbing out what they have just written, time and time again. Such scenes—commonplace enough at the Bourse, on Wall Street or in the City—would shock the savage mind and, likewise, these scribblers will be considered savages by the men of the future.

Capital consists in investing wealth for production or distribution within an economic process (the cycle) that takes into account market absorption of the commodities produced or acquired as a factor before this absorption actually takes place.

This economic process, this production or distribution cycle, takes place under the sword of Damocles of marketplace developments. Risk derives from this situation—namely, a situation of mercantile production and distribution. The mercantile economic cycle is not fully run if the market does not absorb the commodities produced or acquired. It is nullified. Commodities become wealth with value for the mercantile economic system precisely because, within this system, products assume the economic form of commodities, and if products cannot be sold they are not commodities. They can be pitched into the sea or burned—literally, not metaphorically (an edifying spectacle that the political “planners” of the most advanced capitalist State in the world have chosen to regale us with). . . .27

I have already noted that the first heroic exploits of Capital were commercial in nature. Commerce is the enormous “scoop” or “paddle” agitating the hitherto stagnant waters of feudalism. The “scoop,” dipped into the great feudal economic cooking pot, was turned patiently, like a ladle, as the water came to the boil. It was a heroic task, taken on by human beings who, until very shortly before, had lived a life of indigence and humiliation. These men are the true knights-errant of their time. Their inspiration was not the beauty in a damsel’s eyes. They had no time for knightly combat. Glory and love had no place in their dreams. Instead, with great patience, determination and circumspection, they traveled through hostile and unknown regions in search of profit. Their aim was to become rich. They were consumed by their desire for wealth. They showed respect and deference to the powers that be, and scrambled up the steepest slopes to reach that most precious of prizes: the potential customer for the commodities they brought with them, and the trader whose conditions were acceptable, from whom they could purchase other commodities for which there was a demand in their own homelands. The mercatores of the tenth and eleventh centuries shook the recumbent feudal world out of its torpor and laid down the economic foundations for the successive, dramatically rapid rise of industrial Capital in the twelfth century.

Henri Pirenne28 observed three waves or climactic moments in the development of these great traders over a period of six or seven hundred years. He called these traders, quite simply, capitalists. My own impression is that these three waves of homini novi or commercial adventurers coincided with three revivals of the mercantile economy. Three peaks followed by three troughs. These waves represent the commercial vanguard of a revival of the marketplace and of Capital not just in the field of distribution but also in that of production.

While essentially commercial in the tenth century, from the eleventh to fifteenth century, Capital primarily took root among the bourgeoisie and artisans. However, at this time, too, we note heroic efforts in the direction of industrial development in the capitalistic mold, especially in Italy and the Low Countries, as well as the anything but insignificant rise of financial Capital (e.g. Siena, Florence and the Lombards).

As briefly observed above, Capital progressively divested itself of the bourgeois relation to take up the capitalistic relation during the sixteenth century. Much of the wealth invested in productive units was used for the purchase of a wage-earning workforce. The seller no longer produced his commodities himself. Until the dawn of the nineteenth century, serf labor was also to be found. Thankfully, wage labor predominated. The development of the class of proletarians found very few obstacles in its path.

Faced by two forces of a social nature, Capital, as it developed, had to engage in a two-fold struggle. Capital was faced with the obligation to unceasingly multiply. Failure would mean death. The other front concerned the social movements which it had roused and which now struggled to gain elbow room. The guilds failed in their attempt to preserve the bourgeois world of the artisan. Manufacturing Capital broke down the barriers raised to defend a relation of production which had totally run its course by that time. Capital proved superior even to this bourgeois world, and became a great purchaser of labor. It boarded up the small shops and stores of the bourgeoisie and made serious inroads into the world of the smallholder peasantry. Precisely because the capitalistic relation of production took root at an early stage and preceded similar developments on the Continent, we see the English world of the peasantry engrossed, or swallowed whole.

The Italian nobility (and, in particular, the high-born ecclesiastics) unsuccessfully campaigned against the “pataria” and “patarini.”29 The struggle was an occasion for bourgeois Capital to affirm itself over the retreating camp of the “noble” relics of secular and ecclesiastic feudalism.

The ill-fated glory of the uprising of the Ciompi30 and of other similar uprisings in Flanders truly illustrates the strong proletarian opposition to Capital. We see how these vanguard movements—and the equally unfortunate movements of the nineteenth century—represented occasions for Capital to demand, yet again, severe retribution as a means of debilitating the proletariat. In Prague, for a fleeting moment the communist movements tasted victory but were then drowned in their own blood, and, at Albi, the Pope and King caused a veritable bloodbath. Although, seen from without, this latter movement might be considered entirely religious, its roots lay in the unglamorous humus of the Economy.31 Or are we to believe that the battle against the Reform was in defence of High Mass? Under the guise of a struggle for religious freedom, Calvinists and Puritans fought also for the freedom of Capital. Both before and after this period, Capital mercilessly crushed all who placed themselves in its path. The outcome of the struggle between the “common people” and the “well-to-do” was no different. The peuplace of the eighteenth century and the “common people” ended up, literally, “sans culottes.”

After each leap forward, Capital paused and then forged on. Like water, after seeping through the smallest cracks and fissures, it would sweep aside even the sturdiest dykes. Knowing by instinct that History was still on its side, after each pause, Capital would recruit a new company of trusty “adventurers” and prepare for the next assault.

The last great leap forward came about with the French Revolution. With the force of a sledge hammer, the Revolution pulverized the chains that had constrained Capital up to that point. The capitalists used for their own ends the lowly peasants, sans culottes, artisans and proletarians who believed that at last their moment had come. As soon as they reached positions of power, the capitalists viciously turned against their erstwhile supporters. As a group, they displayed considerable political competence. The leaders were second to none in their deviousness. They knew how to exploit the sentiments of others, of all who had been oppressed and had good reason to be unsatisfied with their lot—but not once did they lose sight of their goal. With the revolution still in full swing, they passed the Le Chapelier law that prohibited workers’ assemblies.32

Having at last gained a sure foothold, Capital assumed the mantle of liberalism, and shackled the millions of exploited proletarians with laws providing political freedoms, juridical guarantees and universal suffrage. The truth of the matter is that Capital had managed to transform these exploited masses so that it might freely have them at its disposal as a supply base, because it could now quite simply purchase Labor as a commodity like any other.

The abundance of this commodity had already been ensured by means of confiscation of smallholdings and the ruin of the urban craft worker. Furthermore, while the invention of new machines increased the number of consumers, recourse to the workforce could also be curtailed. As a result of this situation, clearly born out of conditions of the marketplace and of Labor, Capital gained free access to a supply base of “dwarves” or “little men.” With sardonic amusement, Capital then granted this supply base a meager portion of political and juridical freedoms and liberties.

Crises nevertheless swept through the nineteenth century, decade after decade. The leaps forward were impressive. However, following one upon the other, with steadily increasing frequency, sure indications emerged that the task of the great artificer was nearing completion. Capitalistic society, seized by convulsions occurring at more or less regular ten-yearly intervals, finally collapsed amid the ruins of its final crisis, and the bloodbath of the years, 1914-1918.

No longer was there room for talk of a crash on the Stock Exchange or bank failures immediately followed by a period of recovery and expansion of the marketplace. By this time, the “crisis” could be met by one means alone—the destruction of wealth, in order to procure “labor,” and the massacre of youth to curb the “reserve troop” force of the proletariat. Involuntarily, and also in unawareness of what has actually been taking place, the political action of the last thirty years has moved inexorably along this path of destruction of physical and human wealth. Let no one accuse their Eminences and their Excellencies of having left unfulfilled the task they set themselves!

Over the last thirty years we have seen Capital “fall,” more and more frequently, into the arms of the State. And the State, likewise, strides through the corporate boardrooms and hungrily ‘falls’ on Capital.

The decisions made to “save” the industries of a nation, to provide for a patriotic defence of the bread of the proletariat, or to “plan” the Economy, cannot be considered a minor development. A change in the economic system is underway. The latest instance of mischief-making as part of the grand art of politics is state capitalism. The State effectively takes on other duties when it becomes the proprietor of productive units or the “organizer” of a, so to speak, économie dirigée. Its role is no longer that of the guardian of the interests and prerogatives of a ruling class. It directly assumes the role of proprietor of the means of production and, likewise, that of the immediate entrepreneur. But who is the State? The entire military, inquisitorial, political, juridical and ideological structure, embodied in the men who make it work. In increasing measure, these men have slipped into the role of proprietors in actual fact. Benefits increasingly flow into their coffers as a function of the development of “State Capital.” The proletarians and capitalists are being passed over. The proletarians have even lost the freedom to sell their labor as a commodity and are increasingly forced to serve the “Social State,” or “State Socialism.” They are lining up, ready to be called into the ranks of the servitude. If the force of logic we appeal to fails to convince, we can look for confirmation in the lessons of recent History—the so-called “fascist revolution” and its nazi and Russian equivalents.

If workers fail to learn from these lessons, if they fail to adopt the necessary countermeasures, they should brace themselves for the condition of State serfdom. If they were to pause a while and reflect upon the situation today, they would see how far they have come along this road to serfdom.


If they wish to avoid seeing their own work and the work of their fathers destroyed and fall into ruin, men must find a social leaven which differs from, and is more powerful than, the leaven of Capital. Capital has been an “adventurer.” For the last thousand years, it has served as a stimulus, thanks to its virtues as an accelerator, and thanks even to its débauche. We must abandon Capital. It has run its course. Production and distribution of wealth must be sustained by more all-embracing and human principles. These processes must comply directly with the dictates of economic laws, without recourse to obscure and indirect expedients or artificial stimulants that inflame the lowest instincts and basest cupidity.



Men seek a Justice—and the self-styled vanguard parties raise this fetish like a banner and point to it as a goal. Working men say their wages are a pittance and that they are being short-changed—that they receive only the crumbs that fall from the banqueting table of the speculator (whose indigestion will carry him to the grave). However, there is no sense in haggling over a “fair wage.” As a means of payment, wages are unfair because they hypocritically perpetuate human exploitation. The courts of law set themselves up as the administrators of Justice, the Church claims to represent the quintessence of Justice, and there are even certain “Marxists” who fawn over Justice (writ large, in capital letters). But the only place where we’ll find Justice is in the laws of physics and of society. If we consider that the philosophic and scientific foundations of Marxism point to economic factors as primary, to their originating power, then we can only conclude that, practically without exception, the deeds of the Second and Third Internationals have been anti-Marxist. Concretely (if not explicitly) the International—even where the proletarian Revolution triumphed over its foes—has always allowed political factors to hold sway. Such revolutions are the botched jobs of vanguards who, to this day, insist on putting the cart before the horse.

Although its development brought with it tremendous injustice, the action of Capital served as a potent balm for the world. It was only by means of Capital that human Society found the strength to progress from feudalism to liberalism. The social movements that opposed Capital were all fundamentally reactionary because they opposed the development of the vital principle of mercantile society—and if their efforts ended in bloodbaths it was because the logic of events brooked no denial. There is no rebelling against the demands of Economy. The way-stations must be visited in turn. Society, like Life, follows the law of Evolution because Society is Life.

Capital makes it quite clear that the time has come to say farewell. It cloaks the world in the storm-clouds of war—but our sages those who fall by the wayside of depravity or backsliding and treat the matter with levity.

The most logical course of political action would have been to encourage Capital to develop, so that it might perform its historic task and fully run its course as rapidly as possible. Practically without exception, the politicians did the opposite. And their decision to throw in the towel had little to do with questions of principle. At the close of the nineteenth century, economic liberalism reverted to protectionism and monopolies. The apex of the art of the “political” would truly have been reached if, having discovered an economic accelerator to take its place more efficiently, the great men of that period had been able to pension Capital off. Our “directors” and governments—“which we cannot do without,” as though administration meant only the imposition of the dictates of the privileged few—took up an entirely different course. For the outcome of this decision, we need look no further than at the world in ruin, and at humanity itself, now draped in “mourning weeds.” A new wave of political mountebanks is already eagerly preparing to take over. In place of the grim countenances of yesteryear, masks of hypocrisy. The working man must not be hoodwinked. It is only a changing of the guard. The heads of these n’er-do-wells may turn a full 180 degrees, but their thoughts remain the same.

The thinking of the ruling classes is not social. Since they make up the dominant class, there can be no making them see reason. If they are not crushed, they will rule supreme. Hyenas devour the carrion flesh left behind by capitalism. Having penetrated the banqueting hall of the edifice of State, through the doors, the windows and every nook and cranny, they now celebrate their macabre feast.

The union between Capital and Labor is a false claim. It is like wanting to mix fire with water—the living body and the corpse, and the addition of yet another deadweight on the already overburdened worker’s back. There can be no accord between the purchaser and the commodity purchased. The balance is irremediably in favor of the purchaser, but the wise professors of “political economy” will urge collaboration between Capital and Labor. We shall see, gentlemen, we shall see . . .

Notes

This chapter is taken from the Italian essay Il Capitale, and has been translated, for the first time in English, by Alexander M. Synge (edited by Paolo Sensini); it constitutes the fourth volume of Bruno Rizzi, Il socialismo dalla religione alla scienza, (6 voll., Milan: Editrice Razionalista, undated, but datable to 1947-1950). Before Rizzi reprinted it in 1970, this essay had been unavailable for a number of years. The 1970 version includes references to more recent events such as the Prague revolt. We note, in any case, that the work, republished in 1970 with practically no omissions with respect to the original, was completed in Paris between 1939 and 1943.

Bruno Rizzi (1901-1977) was a commercial traveler in shoes; he enrolled at the Milan Polytechnic and became a member of the Italian Socialist Party. In January 1921, immediately following the Socialist Party split, Rizzi joined the Communist Party, which he then abandoned toward the end of the decade. In 1936 he began his association with Trotskyists and other left communists outside Italy. In August 1939 Rizzi published, in French, his most famous work, La Bureaucratisation du Monde [English translation of the first part of the book, The Bureaucratization of the World, with an introduction by Adam Westoby, New York: The Free Press, 1985.] The first complete edition, in Italian, La burocratizzazione del mondo, ed. Paolo Sensini, was published in 2002, (Milano: Edizioni Colibrì). Unless otherwise indicated, the footnotes are by Paolo Sensini.

1. See also the classic definition provided by K. Marx in Id., Das Kapital. Kritik der politischen Oekonomie, I (Hamburg: Otto Meissner, 1867), 132-33.

2. The term in Italian is “mercantile,” the meaning of which is equivalent also to “commercial.” “Commercial” and “mercantile” have been used for Rizzi’s “commerciale” and “mercantile,” respectively (translator’s note).

3. Ch. Gide, Cours d’économie politique, 2 voll. (Paris: Recueil Sirey, 1923).

4. Ch. Gide, Cours d’économie politique vol. I, 176-177.

5. Ch. Gide, Cours d’économie politique, 176.

6. “Beneficium,” in the language of the Empire, indicated any favor granted by the State (cf. Cicero, Pro Archia, V; Id., Ad Familiares, V, 20, 7; Id., Philippics, II, 36, 91) or by the princeps. The term “beneficiarius” also occurs frequently. The term was used with reference to officers promoted to high rank by generals, or to soldiers obtaining favors such as a high salary or exemptions from hard labor (cf. Hirtius, De Bello Africano, VIII, 54; Tacitus, Historiœ, I, 25; Svetonius, Tiberius, 12). “Beneficiarius” was also used with reference to soldiers detailed to, or detached to service on behalf of, a magistrate (cf. Pliny, Letters, X, 21 and 27). We find the term, “beneficium” used once more in the Merovingian and Carolingian formularies for private deeds of the sixth, seventh and eighth centuries. The term left the realm of classical Latin and was incorporated into the spoken Latin of the period of Frankish rule. It still denoted favor, namely a concession which is neither revocable nor freely given, since it was by means of the “beneficium” that bonds were forged between men.

7. “Precarium,” possession by sufferance, was a type of contract dating back to the most remote times. It was defined by the jurist, Ulpian, as follows: “quod precibus petenti utendum conceditur tamdiu quamdiu is qui concessi patitur” (“that which is granted following a request may be made use of until such a time that the grantor requests that it be returned”, cf. Ulpian, Digest, XLIII, 26, 1). According to classic law, possession of the “res” by sufferance could be revoked at any time, at will, on the first intimation made in this sense (ad nutum).

8. The term “feodos,” or fee, derives from the Old German “fihu.” The term, like the Gothic “faihu” or the Old English “féoh” can be linked to the Indo-European peku (chattels). The fee is based on a concrete relationship consisting in the granting of land (the most frequent instance) or of a rent or office. The fee was granted by the “senior” to the “vassus” as part of an obligatory arrangement associated with promised protection and maintenance of the “vassus” who, in return, promised his military services. Benefits distributed by kings or masters of the palace (majordomos) to their followers account for the first appearances of this term in French documents (the “beneficium” in this case is the Latin equivalent of the “feodos.”) This passage reveals the early link between the feudal bond and concessions in the form of “beneficium.” Equivalence of the two terms was to become practically complete between the Carolingian and post-Carolingian ages.

9. The term derives from the Latin “favor,” denoting, within the feudal context to which Rizzi refers, a benefit regulated by obligation. This is the element upon which the entire edifice of the feudal relation of production is based.

10. The term is used to denote holdings on the plains of South America where the livestock requires little in the way of maintenance and can graze freely.

11. Agricultural holdings originally to be found in Brazil.

12. In English in the original (translator’s note).

13. These three expressions refer to the various conditions originally laid down with regard to services and the rights of a rural leaseholder. These longstanding concepts acquired the force of law or custom, which was not of a general nature. It was specific to the land in question. Indeed, no code law specified the nature or quantity of services in kind. These were established according to specific local customs. The most frequently used term for such holdings was “fundus.” Another term with the same meaning was “prædium.” The laws applying to a given holding were termed “lex fundi” or, as indicated above, “consuetudo prædii.”

14. Ch. Gide, Cours d’économie politique, vol. I. 177.

15. K. Marx, Das Kapital. Kritik der politischen Oekonomie.

16. Ch. Gide, Cours d’économie politique, vol. I, 177.

17. Cf. K. Marx, “Lohnarbeit und Kapital,” Neue Rheinische Zeitung, no. 6, 7 April 1849.

18. The Golden Horde was a Tartar state known as the khanate of the western Qipciāq, whose peoples, many of which were Turkish, inhabited not only the steppes between the Caspian Sea, the Black Sea and the Caucasus, but even western Siberia and ancient Transoxania. The Golden Horde followed the breakup of the Mongol Empire that came about after Genghiz Khān’s death (1227). Following the campaign of 1237 (which, in 1241, reached the Slaskie region, Moravia and Hungary), Bātū Khān, the grandson of Genghiz Khān, moved to the Middle Volga and founded his capital at Sāray, from which he exerted a form of sovereignty over the Russian principalities (this sovereignty was limited, essentially, to the collection of tributes). The period of greatest note was that of the kingdom of Uzbeck (1305-1341). Decline set in during the closing decades of the fourteenth century. The Golden Horde dispersed in the early sixteenth century.

19. The term in Italian is “dirigente,” which in current Italian usage also corresponds to the English terms, “executive” or “senior manager” (translator’s note).

20. When land was granted to a worker it was on the basis of a tacit agreement between the parties. For permission to exploit the land, the worker had to provide his master with a number of man-days (corvées) and with payment in kind, consisting in a portion of the fruits of his labor (redevances). The French “corvée” is derived from “corvadæ,” in turn derived from the Latin “opera corrogata” (required work). The terms, “manoperæ,” “manu operæ,” “manuum operæ” and “opera manuum,” refer to manual labor not falling into the category of the “corvadæ.” The French term, “charrois,” from the Latin “carropera,” was a levy in the form of transport services.

21. The provision of foodstuffs (especially grain) to ancient Rome and the other municipalities took place via the Annona. By the time of Septimius Severus, permanent inflation and the Emperor’s dependence on the army meant that the legions had to be provisioned free of charge. Hence the “annona militaris,” which was an additional tribute, made in kind, and imposed upon Italy and the provinces. Originally an exceptional measure, it soon became the rule. From this period on, the term Annona meant this form of taxation.

22. In Italian, dirigenti sociali (translator’s note).

23. Ch. Gide, Cours d’économie politique, vol. I, 177.

24. See Rizzi’s most famous work, La Bureaucratization du Monde (Paris: Les Presses Modernes, 1939). The first complete translation into Italian of this work appeared in 2002 (La burocratizzazione del mondo, first unabridged edition, ed. by P. Sensini, Milan: Edizioni Colibrì, 2002). An abridged English translation was published in 1985 (The Bureaucratization of the World, The USSR: Bureaucratic Collectivism, ed. Adam Westoby, London & New York: Tavistock, 1985). This latter work includes only the first part. It is fairly sketchy, and the approach adopted is open to criticism.

25. The term indicates low social rank. It is also associated with religious movements (Manicheans, Patarines, Waldesians and Albigenses).

26. Ch. Gide, Cours d’économie politique, vol. I, 178.

27. Rizzi thus proposes in his analysis that experience provides undeniable proof that the true essence of Capital lies in the economic role to which things and persons are delegated. Looking back in time no further than to feudalism we find that there is not a trace of Capital. It is enough to produce and exchange in a given manner to see Capital make an appearance unaided by other factors, since there are economic modes of production, and not just technical modes of production. Economy does not regard the intrinsic qualities of things in any way. Its interest focuses on the aspects of things as a part of the phenomena of production and distribution. A worker is at all times a human being, but he is known as a serf, slave, artisan, peasant or proletarian according to the specific aspect he represents as a part of the phenomenon of production, and the economic role he covers as a producer. Thus the worker in a mercantile economic system may be a slave while the serf is the worker-type of a feudal economic system.

28. Cf. H. Pirenne, Histoire de l’Europe des invasions au XVIe siècle, 2 voll. (Paris-Bruxelles: Alcan-Nouvelle Société d’éditions, 1936).

29. The eleventh-century Patarine reform party in Milan was opposed to clerical abuses, concubinage and simony. An exponent of this movement, Anselmo da Baggio, ascended to the papacy in 1061 (Alexander II).

30. The term ciompi was used in fourteenth-century Florence to refer to the wage-earning class, of low station. Ciompi were to be found in all the arts, and elsewhere. However, the term is generally used to indicate the wool trade workers responsible for the uprising of 20 July 1378. The uprising was soon put down by the municipal authorities.

31. Rizzi refers, here, to the struggles in Albi, Provence, following the spread of the catharistic heresy in Southern France. The heretics were opposed by Alphonse of Poitiers, the son of Louis VIII, and by the Inquisition. The Albigenses were responsible for various attempted uprisings (1240-42, 1245), followed by emigration, especially to Italy. Their numbers diminished over time, and their final decline signified the death of the Occitanian world.

32. The Le Chapelier law was passed by the Assembly, with no debate, on 14 June 1791. It forbade “citizens of a single condition or profession” to appoint for themselves chairmen, secretaries or representatives, or to “adopt resolutions or deliberations concerning their supposedly shared interests.” Once more, the guild was condemned. Its “annulment” was proclaimed as “one of the fundamental bases of the French Constitution.” The section of the law which is, so to speak, of more interest to us here regarded working men’s associations, which were banned. On 20 July, regulations of this kind, addressing similar concerns, were voted for the rural regions, by means of which landlords and tenant farmers, on the one hand, and, on the other, household staff, manual workers and seasonal laborers taken on for the harvest were denied the right to effectively negotiate wage agreements.


Chapter Eight

Adriano Olivetti: The Autonomous Order of Economy

The Industry in the Order of the Communities


Joy in work, today denied to the greater number of the workers in modern industry, will be felt again when the workman shall have understood that his effort, his labor, his sacrifice—though it shall always remain sacrifice—is materially and spiritually tied to a noble and human entity which he is capable of perceiving, measuring, controlling. His laboring shall help strengthen that Community, alive, real, tangible, where his sons have life, bonds, interests.



In the programmatic points of the Community Movement there is written this simple proposition: “that to work be given dignity and consciousness of ends.”

And the ends, for the workman and citizen, in the new economy of the Communities, are something alive and vital, something which while perfecting one’s own personality, guiding through one’s own vocation, something which while contributing to one’s own material progress, however does not hinder the spirit from turning to higher aims, towards something which will not be an individual end, which will be of personal profit neither for oneself nor for another, but which is a contribute to the life of the Communities, straight on the path of civilization and of human progress.

Neither the paradigm of an invisible harmony in virtue of which the enrichment of each is of service to the community, nor the paternalistic illusion, may be still used as justification.

The workmen ask whether really their labor, although it serves to support their families, does not in itself contain a tragic vice, the contemporaneous creation of wealth which instead of being utilized for human and social necessities, for scientific research, for things of art, is disconnected from the true problems of the community, squandered in anarchy and disorder.

Joy in work, today denied to the greater number of the workers in modern industry, will be felt again when the workman shall have understood that his efforts, his labor, his sacrifice—though it shall always remain sacrifice—is materially and spiritually tied to a noble and human entity which he is capable of perceiving, measuring, controlling. His laboring shall help strengthen that Community, alive, real, tangible, where his sons have life, bonds, interests.

But do the solutions, upon which up to now the critics of the capitalist systems have based themselves, the nationalizations, resolve the indispensable end of adapting labor to the complex psychological motives of man? Our answer is negative.

We have recently read that the workers employed in nationalized factories do not feel spiritually much freer than did those employed in family-run factories where the personality and the dignity of the workman was still object of consideration. Instead the workman in a state factory is represented only by a number, a pay-check label. To work for the profit of a distant and omnipotent State through the mediation of a not always provident bureaucracy, can be considered a provisory aim, but not a definitive ideal.

Then arises the need for a new solution, the juridical form of which, that called (in the Political Order of the Communities) the Autonomous Social Industries or A.S.I., shall be the typical manifestation of the communitarian factory.


The Community possesses a part of the actionary capital of the large and medium sized factories, appoints certain of its principal directors, provides for the transfer of industrial actions, buys and sells grounds and property in relation to the necessities of technical development or of the social improvement of the Community, provides for elementary or professional instruction, aids the development of the artisanate and of tourism.

Capable of social and economic transformation and of flexible application, appears the introduction of the conception of a concrete Community in the domain of agriculture. There in fact the Community can exercise a direct influence upon the creation of a multiformed cooperative structure of the agricultural economy, where each element be federated in autonomous regional and inter-regional organizations.

The Community directly provides, through its own industrial service, for the running of the normal activities of public interest (gas, electricity, transportation, etc.) and to the extension of services to periphery commons lacking in these.

In relation to the social reform realized by the new State, determined private enterprises shall be progressively transformed into associations of public right and shall the name of Autonomous Social Industries or Autonomous Agricultural Association.

The Community shall possess an important part of the of the autonomous societies, the rest belonging to the dependents, to the Region, or to other Communities.

The Community shall therefore act as pivot to the economic organisms of major collective importance and constitute an indispensable diaphragm between the individual and the State.

The superiority of such a solution of a federalist nature, in comparison to other systems of collectivization, consists in the elevated efficiency which comes from the specialization made possible by the reduced territorial competence of each Community and by the great facility with which the citizens may keep in contact with its organs and controllers.1



The distribution of the powers of government among the interested, the Community and the Regions, resolves the difficulties which arise when a satisfying solution is required for the passage from private property to that of public right.

All the homogeneous and unilateral solutions (property to the trade-unions, property to the State, property to the common) determine irresolvable conflicts or present defects hardly to be corrected, nor can they guarantee, separately, a satisfying solution to the fundamental problems of industry: a competent direction. Every important association determines through its technical problems and through the necessities of life of its own dependents, continual conflicts of interest with its environment:

a) disponibility [availability] of areas in relation to rational technical development;

b) organic urbanistic solutions for workmen’s housing, the creation of community centers as realized in the English counties and in the new industrial villages of America (aluminum city) and transportation networks;

c) problems of collocation;

d) coordination with the general plan of hygienic and social protection.

If the environment is politically more powerful than the industry, it assumes control: exaggerated prices are fixed to the acquisition of grounds, opposition will be made to a rational policy of planification of housing, theoretical institutions will not cooperate in the specialization of technical instruction.

If the industry is politically stronger, it shall instead prevail.

The agricultural interests are not respected, the farmers shall be deprived, for ridiculous compensations, of their lands; the collocation is despotic, the interests of the minor industries are not respected; nor those of other social strata.

The sanitary assistance becomes a mere organ of control at the service of only one group, although supported by all. The major part of these conflicts it suppressed by the transfer of the industry to the State, to the interested (cooperatives of production), or to the municipality.

In truth the common good in industry is the complex function of:

a) individual interests directed by those taking part in its running;

b) indirect solidarist and social spiritual interests of the same;

c) interests of the environment, which draws its life from the progress of the industry;

d) interests of an outside territory. This last, capable of a vaster organization can create a concrete administrative experience which is manifested in the suitable choice of directors and in their scientific preparation. (The outside environment can be represented in certain cases by the economic organs of the Region, in other cases by organizations of consumers or by both these organisms; but always exclusively in relation to the technical characteristics of the A.S.I. and to the nature of the area of distribution of its products.)

Therefore, without an equilibrium between the forces which represent the interests above described, the common good is not realizable practically, and since only possession gives power, no other solution of the industrial problem can give satisfying moral and material results. Because they did not possess, and because they did not represent this equilibrium, the Councils of Gestion, upon which so many workers had depended, gave but modest results, although their educative value must not be undervalued.


We point out that the elimination of this accentuated contrast of interests between industrial life and agricultural life to which we have briefly referred, is to be found in the executive measures pre-announced in the “Manifest of the Communists” (part II, 9) with the following precisation: “combination of farming labor with the industrial one, measures to gradually eliminate the differences between city and country.” The execution of such a natural and human program can be entrusted only to Communities of reduced dimensions capable of administrating territories excluding agricultural zones and industrial zones and allowed economic power. In the political order of the Communities the same conception is expressed: “The Communities tend to abolish the distinction between city and country, assigning urban centers and vast agricultural territories to a single administration, so as to render possible:

a) a symbiosis between agricultural economy and industrial economy;

b) in the agricultural zones, a gradual process of organization of modern life in contact with nature;

c) the transformation of large cities into urban organisms in which nature may once more assume its rightful place and man may have, both during and after work, the sentiment of a more harmonious and complete life (the formation of great educative, recreative, and cultural oasis in all the quarters of the large city);

d) the extension to the isolated villages of the hygienic, cultural and recreative services, usually privilege of the more important centers.

This is the great task of modern town-planning. Without an adequate political and administrative transformation a realization is impossible.

The large modern cities, which have usually detracted the principal origin of their expansion from the development of the industries, are by now incapable of conferring harmony of life, at one time spontaneous.

The most opposite interests are no longer to be resolved in a synthesis. In the chaotic situation created by their inextricable groveling, immense privileges prevail with facility” (II edit., pgs. 10, 11).



The last, essential privilege characteristic of the capitalist society and which has no relation whatsoever with the natural rights of man, is the hereditary transmission of power. The transmission of power constitutes an evident social injustice, although tied to an instinct not easily to be subdued; but the submission of men to other men in virtue of the privilege of birth constitutes by now, in Occidental economy, an even more serious obstacle to the progress of industry. Directive capacity is not hereditary and the sons of the great captains of industry are today at best in the position of a constitutional monarch, forced to entrust the power to a reliable prime-minister of confidence, an administrator placed thus in the acrobatic and equivocal situation of mediator between capital and labor.

The power of directing the labor of others must be the consequence of merits or of eminent superior capacities; on the other hand the non-eliminable gradation of capacity among men leads to a hierarchy of competence and of values which constitutes a natural and human order in society. Workmen, specialists, experts, dirigents [managers] make up such a hierarchy in industry. They protest against the injustice of a system in which the great and small decisions which continually infer upon their individual lives do not emanate: from such a hierarchy of values, but from a power by now dissociated from the real merits from which it had once originated.

We must understand that the problem of a communitarian factory (which for many of its aspects can also be called Socialist) consists in creating a new juridical institute capable of taking active part to the economic reality, and well-backed experience.

In order to assure the highest efficiency to the communitarian factory, the new State shall consider essential the formation and the appreciation of directors having superior human, technical, and cultural qualities. These, separately appointed by the plurality of the associations participating, are destined to constitute the executive organ of the Autonomous Social Industry.

Every solution which does not give exclusive authority and responsibility to men of high-grade preparation is to be considered erroneous. The workman-director of the factory is a romantic, but anachronistic remembrance of the first days of the Soviet revolution. While the workman as member of an administrative council is a tragic rhetorical shame of the Fascist social republic.

The access to the Universities, to the Polytechnics, and to other superior institutes by the more intelligent and studious sons of the workmen, made easy and normal by the new State, within the space of a few years shall give the possibility of utilizing energies today in great part wasted. This new condition will revolutionize the privileges of classes in a much more profound and beneficent manner than would an industrial democracy which were to directly hand over to men of insufficient capacity the delicate networks of economic life and the complex workings of the productive cycle.

On the other hand, if society and its economic system were to assure vast domains of action to the great intelligences and organizative [organizational] capacities in large part coinciding with the interests of the majority, but were to reserve to the functionaries of Socialist enterprises only mediocre conditions, no collective enterprise would ever flourish.

The new institute must take into consideration not only the composition of individual forces, anonymous, disorganized, often contrasting among themselves and without ideals,—as they are to be found in the modern anonymous society—but will conceive a composition of coherent, active force, capable of representing the interests, the will, the sentiments of authentic social groups.

Therefore our effort shall be directed towards the individualization and preparation of separate entities without which it is not possible to give life, through integration, to the communitarian factory:

a) the Community as consort of minor commons, or organ of decentralization of the large commons, having a juridical function, given its own economic organs, instituted by its own division of the Social Economy;

b) the Community of Factory representing the directors, specialists, experts, workmen, constituted in the form of an economic association. The association: which shall give life to the relative directive organs should keep in mind the experiences (not always positive) made by the Councils of Gestion, since the Communities of Factory are destined to fulfill in a much more coherent and definitive manner the tasks attributed to the elective part of the Councils of Gestion. This topic, of which we have made but slight mention, is deserving of amplification;

c) the Industrial Institutes of Gestion destined to represent the vastest collective interests, to assure the coordination with scientific institutes, to guarantee control on the organization of labor. They should take life from the Regions;

d) permanent institutes with integrative purposes, capable of assuring to the communitarian factory a major respect of the human person and of the social necessities of the workman; respect which being too often withheld in private industries, risks, if not defended by suitable organs, to be found lacking even in the new order.

The historical circumstances in which shall be realized the structural reforms of the associations shall determine transitory or complementary solutions.

We have therefore broadly outlined a scheme intended to exemplificate [exemplify] and specify our pluralist and federalist conception of the industrial property, capable of assuring technical progress, and the interests of labor in an atmosphere of harmony guaranteed by the presence of a concrete Community.

The task of our Movement is complex. First, we must clarify, in the theoretical field, the characteristics of the new institutes, demonstrate their vitality and their efficiency. Secondly we must attempt to guide syndical and political efforts to the creation of the necessary instruments of labor, the corner stones upon which the new edifice shall be built. We shall therefore again take up this subject with other articles.

The Struggle for Stability


The communitarian economy gives life to autonomous groups to which the State participates only as indirect instrument of control in order that there should arise no privileges, theoretical condition already previewed and in part realized by the Liberal State. To the capitalist property is substituted, in the State of the Communities, an organic Federalist system to which participate a number of moral and material interests capable of finally giving life to the autonomous order of the Economy, free from the direct intervention of the State.



In the preceding article we have dealt in a general way with aspects of pluralist property in the community factory, which we have called Autonomous Social Industry (A.S.I.) in order to distinguish it, on the one hand from municipal or nationalized undertakings, and on the other hand from producers’ cooperatives. We now propose to examine the character of A.S.I.’s and their position in the general economy.

A movement like ours cannot remain indifferent to the recent revolt of writers of indubitable scientific standing—such as Von Mises, Hayek, and Ropke—against socialist planning, which is not unfoundedly accused of leading mankind into a new slavery; for we stand for the defence of the individual and, fundamentally, of freedom itself. This defence, however, must not mislead us into an unhistorical return to the past, nor prevent us from looking at the real state of things.

The common feature of the European economy—so far as large scale industry is concerned—is the survival, under various forms, of monopolistic, nationalistic and autarkic phenomena. The monopolistic character of industry is obvious under the present Christian-Democrat regime in Italy, where the corporative structure has remained practically unchanged. The French dirigiste regime also lends itself inevitably to a protectionist and nationalistic policy. Finally, the policy of the Labor Government is quite openly autarkic. The deduction is easily drawn: in the internal economy of every European State, the competitive system may be considered as having been definitely abandoned in large scale industry. As free market economy can probably be revived only on the wider scale of exchanges between State or Federations of States.

This situation has come about as the product of empirical and heterogeneous forces—(political regimes and the needs of war)—which were not directly concerned with the ends of a free market economy, as well as of pressure by great capitalist and trade union interests. We are therefore in the presence of a new and heterogeneous system, the negative factors of which are weighty and obvious, and the positive aspects—except for the gradual and real disappearance of large scale capitalism in England alone—quite imperceptible.

Setting aside the study, still premature, of the policy of the Labor Government as far as concerns the fixing of prices in the nationalized industries and of the measures taken to substitute the blocked or diminished industrial competition, we fell it important to point out that the anti-trust system, up to now adopted the reformist democracies, of partial nationalization, seems wholly inadequate. It is not necessary to inquire into the reasons for which for example in Italy the Giolittian creation of the National Institute of Insurance brought real advantages neither to the State nor to those insured; why the State ownership (through the I.R.I.) of two motor-car manufactories, having ample financial resources, has not lead to the least technical progress in the industry of the means of transport, and even fewer economic advantages to the Italian consumer.

External factors seem to count more than do the will and the intentions of the parties and of the governments. In fact, the industrial situation tends to become fixed and crystallized, and there do not lack substantial and evident reasons for this need of stability. No one politician or economist, would today think desiderable [desirable] the displacing of groups of workmen by an hypothetical regime from Turin, for example, to Milan, Brescia, or Trieste. The problem of housing alone would render this plan not practically realizable even in the most modest proportions.

Finally, there do not lack serious instances of a technical and organizative [organizational] character justifying stability in modern industry as a general element of progress. The vast capitals which run the research laboratories, the implements of high profit, the machinery and appliances, finally the formation of a dependable body of technicians and specialists, are conditioned by a grade of security and constancy of production, security which is guaranteed with certainty only by a policy of controlled economy, either aiming at the perpetuation of private property (corporative regimes, or pseudo-corporative) or at the nationalization of production.

The presuppositions of liberty and of mobility upon which was founded the economy equilibrium and which conditioned industrial progress, are no longer realizable, nor are they, in part, desiderable [desirable]. The decay of the large industries and the birth of new ones mean the continual transfer of technicians, specialists and of large masses of workmen. Such transfers are in practice irreconcilable with a modern social system based in large part upon fixed organization: workmen’s housing, cooperative transportation, professional schools, sanitary, assistential [assistant] and re-creative centers. In general the break-up and the displacing of a vast network of production and market interests in an industrial zone, is a negative social factor which must be taken into consideration.

The problem of reaching a complete industrial decentralization such as was conceived by Röpke, an which we also support, that is, the insertion of industrial life into agricultural life, is in practice irreconcilable (if it wishes to be followed by vast measures which purpose to morally and intellectually elevate the workman) with irregular and discontinuous system of production, characteristic of free market economy The constant mobility of the Works, theoretical presupposition of an uncontrolled economy based upon profit, is a serious obstacle to a social policy aiming to better the life of the workmen in all its manifestations.

This policy requires a certain degree of security employment, of constancy of work, and the formation of a symbiosis, most important for the improvement of the human personality, between external environment and industrial environment.

In his famous “Report on Full Employment” Lord Beveridge points out this human situation which classic economists have too often forgotten.

A New Moral Code in Industry

Our new system, tied to the territory, apparently static, will become dynamic with the aid of spiritual forces: the achieving of social justice and the introduction of scientific research. That which constitutes spiritual force of commercial undertakings is the conscience of accomplishing scientific progress, that is, the passage from the merely mercantile technique to scientific technique.

This awareness, in its adaptation to numerous situations, in its adaptation to the new social reality, is the essence of the new ethical code in industry.

Though this spiritual conception, a factory becomes a living organism which possesses a countenance, a character, a powerful interior will for the systematical improvement of technical procedures, for the continual bettering of its products considered not as goods but as scientific objects. This nature of the factory as an organism is evident in the unceasing exercise of fantasy and imagination by the specialist for the discovery of new procedures and tools; in the spontaneous denial of the principle that at every moment must be inserted an exclusively economic calculation before introducing such improvements. It is also to be found in the unceasing elimination of fatigue and inconveniency, in making work pleasanter, in the substitution of antiquated machines with modern ones, in the construction of modern plants, eliminating old anti-hygienic localities, in the observation and encouragement, in the internal and outside life of all the participants, of the respect and the improvement of the human person.

The presupposition that such enterprises must at the same time be economically active undertakings is a condition of existence which obviously cannot be suppressed. However, the level of profits cannot be the exclusive aim of an industrial activity. To it is substituted the social necessity of market.

One could fix various levels of industrial conscience:

a) the idea of obtaining a profit (capitalist regime);

b) the conscience of satisfying the exigencies of the market in the best manner possible (cooperativism);

c) a philosophy of technique: the factory considered as a laboratory of applied science (technocracy);

d) a social context: industry considered as a direct or indirect contribution to a higher level of life (socialist systems);

e) the integration of the exigencies b), c), d), restricting the exigency a) to a necessary and sufficient economic equilibrium (communitarian economy).

All of this is well-known and has been previously discussed (cfr. for example Veblen): we do not need to enlarge upon it. It is here recalled in reference to the consequences of a formal nature in the constitution of the Autonomous Social Industries and also in relation to the problem of distribution. The communitarian industrial reform shall translate the complex motives of a new ethical economy into juridical terms, economy which from a merely individual fact is manifested in a spiritual complexity which embraces the entire collectivity.

The new communitarian economy is characterized by:

a) a progressive transition from free market economy, based upon the idea of profit, to an economy based upon the social idea of service. New forces are added to the complex constitution of the A.S.I.: participation of labor, interest in making the Community efficient, scientific coordination;

b) a link, in that which concerns the level of quality and of prices, to the industrial market. The market economy shall therefore still preserve its entire value of comparison, but its function must be controllable within the reach of the national market.

The Independent Centers as Organs of Coordination of Production and Consummation

The main problem of the communitarian industry (inadequately faced by Socialist planification) is that of the coordination of production and consummation. To this end it is indispensable to give life to new organs which may create a synthesis of the economy of single productive unities with the general necessities of consummation.

A limited but successful example of this integration is given in England by the Federation of the Cooperatives, the “Wholesale Cooperative Society” of Manchester which possesses an actionary property of a certain number of factories of market goods (soap, conserves, agricultural machinery, trucks, radios, etc.). The distribution of these is entirely entrusted to the federated Cooperative Societies. Such factories could be backed by A.S.I. statutes.

In the new communitarian economy the organ created for the coordination of production and market shall be called Autonomous Center. It immediately takes the aspect, from a juridical point of view, of a compound between a trust and cooperative. From its name it shall take the rational characteristic of a unitary centre of distribution and shall assume the social merits of the cooperative: the substitution of the idea of service to that of profit.

The administration of the Autonomous Centers shall be organized so as to coordinate production, market, importation, and exportation, in a coherent and unitary manner for all the A.S.I. attached to a determined branch.

The State of the Communities cannot accept exclusive formulas of economic predominance and cannot entrust the direction of industrial activity to either the producers or the consumers alone. Nor does the total reciprocal integration of the two extremes of the economic cycle definitively resolve the problem of the fixing of prices on a just level.

The social economic reality includes many more such simple formulas, each one embracing real but unilateral elements of valuation. Therefore the State of the Communities shall in also this attempt to reach a unity (controlled) of:

a) productive organization (A.S.I., in the single Communities);

b) organization of distribution;

c) regional organs of economic organization.

The complexity of the economic functions do not allow one to point out uniform or pre-established solutions which would badly conform to the general exigencies of a variable situation.

Organized Defense of the Consumer

The economic plan of the new State aims to establish a series of harmoniously elaborated interpositions which may substitute, in a policy of established economy, those defenses of the consumer and that stimulation to technical improvement which were presupposed in a free economy to which such an adjustment was automatically consequent.

Every intervention of an economic nature by the State imparts to these activities, whether private or the public right, privileges which easily tend to create unjustifiable profits or to weaken the impulse of technical progress.

Not even the juridical characteristic of the A.S.I. and their membership, in large part, to organizations of public right, completely and securely protects the entire nation from economic isolation or a high level of prices.

The problem of the passage from a free economy to forms of production socially more elevated, is characterized by the transformation of a noticeable number of private associations into the A.S.I. and by the parallel constitution of the Autonomous Centers. It gives a clear vision of the methods suited to the rational manufacture of products which an entirely free economy should in theory produce, and the vision of a valid solution of such a project.

Whenever there has been a passage from free economy to controlled economy, a variable number of regional or federal offices have been proposed, offices which constitute an enlargement, more or less accentuated, of an already extensive bureaucracy. After the multiplication, in the Fascist period, of offices, associations, partnership, which have constituted a progressively graver obstacle to production, uncontrolled domination to corruption, and, on the whole, a disastrous effect upon general economy, the citizen is naturally made diffident and uncertain.

In the world of economic organization there exist an invisible bureaucracy and a visible bureaucracy, to which correspond free planification and organized planification. The free planification of economy is made up of the thousands of commercial offices of private associations, by the thousand of commercial travelers, exchange agents, intermediaries, advisors, pseudo-independent commercial and industrial associations.

Such is the colossal and expensive invisible bureaucratic machine of market economy.

An objective judgment cannot be given without taking into consideration such invisible instruments of free planification, without taking into consideration the millions unemployed which are the evident consequence of this system, by now incapable of operating. Those who are opposed, in the name of a bureaucratic danger, to the planification of economy, do not observe the bonds which exist between this planification and any proceedings aiming to abolish misery and unemployment in the industrial zones and at the systematical destruction of the colossal monopoly of coffee, sugar and cotton in the agricultural zones. Likewise did the old heads of family enterprises, at the birth of modern industry, protest against what they called a dangerous complication of their simple administrations: the formation of numerous offices of control, of inspection of quality, of offices for technical workshops, of scientific laboratories. Then they seemed an expensive and useless bureaucracy and became instead the principal cause of real progress.

It is not the organized planification of economy which is to be criticized, but a false direction, a false aim, a false moral of direct economy, which has been instrument of destruction and corruption and which instead must be transformed, opportunely modified by experience, and decentralized; becoming the indispensable instrument for the formation of a new civilization. However our plan totally differs from the forms of planification realized by Communism and by the financial dirigisme of Socialist democracy. Before returning at greater length, in the next number, on the argument of communitarian planification we wish to note that the communitarian economy gives life to Autonomous groups to which the State participates only as indirect instrument of control in order that there should arise no privileges, theoretical condition already previewed and in part realized by the Liberal State. To the capitalist property is substituted, in the State of the Communities, an organic Federalist system, to which participate a number of moral and material interests capable of finally giving life to the autonomous order of the Economy, free from the direct intervention of the State.

Notes

From Democracy Without Political Parties (Torino-Ivrea: Community Movement, 1951). Reprinted with permission.

Adriano Olivetti (1901-1960) was one of the most influent Italian intellectual; political thinker, urban planner, writer, publisher and industrialist. His engineer father, Camillo, founded Italy’s first typewriter factory in Ivrea in 1908. After graduating in industrial chemistry at the Politecnico of Turin, in 1924 he began an apprenticeship as a factory worker in the family business. During the fascist regime Adriano Olivetti was compelled to go into exile in Switzerland where he was from 1944 until 1955. In Switzerland he completed his book L’ordine politico delle comunità (“The Political Order of the Communities”), which was published at the end of 1945 by a new publishing house he had formed, together with a group of young scholars (N.E.I., Nuove Edizioni Ivrea) that became “Edizioni di Comunità” in 1946. The house functioned as a “factory of knowledge,” producing a specific cultural landscape receptive to liberal democratic ideas. After World War II on 1946 he founded the Journal “Comunità” (Community) that became the key cultural reference of the Movimento Comunità, founded one year later. In 1957 Olivetti’s entrepreneurial achievements won further recognition when the National Management Association of New York awarded him a prize for “groundbreaking activity in the field of international company management”. In 1959 Olivetti launched the Elea 9003, Italy’s first electronic computer laboratory. In the same year he signed an agreement for the acquisition of Underwood, a US organization with almost 11,000 employees.

1. A. Olivetti, Political Order of the Communities, 118 and following.


Chapter Nine

Amintore Fanfani: The Economic and Political Powers in the Capitalistic System

The economic operators control the State

Before the sixteenth century, one who noticed that capitalistic impulses and beliefs were growing in his mind realized that they were opposed by the society in which he lived, and of which many public institutions acted as guardians. He also realized that he could not enjoy the freedom of acting according to new inclinations until he created a new civilization in which culture, State, and public and private activities were in harmony and supported one another in its construction. As long as pre-capitalistic institutions organized for pre-capitalistic ends survived, first among them the State, the rationalization of private activity in a capitalistic manner was doomed to be an unsuccessful trial. This rationalization could not possibly be maintained until public life was also rationalized according to the same criteria, that is until, each State, as England did in 1764, became—as in one of the Marquis Caracciolo’s sayings—“a democratic republic in which the only god is commerce.”

The man driven by the capitalistic spirit dedicates himself to the transformation of public life, while on the other hand he also accomplishes the rationalization of private life. Essentially, it is necessary that the State not impose a specific rhythm upon economic life, in view of the achievement of particular ends, but let the individual obtain his own ideals by himself, will the State confining itself to a guarantee that no obstacles stand in the way of this action. Such an aspiration animates the formula presented to the Estates General in 1484 by Philippe Pot de la Rochepot, in which it is affirmed that the populace creates the kings “qui n’existent que par le peuple.” In Dijon fifty-two years after came the declaration that the populace has the right to decide its own destiny.

A very curious example of the way in which merchants of the sixteenth century determined the righteousness of a law in a capitalistic sense, only at the moment at which it is in some way an emanation of their will, can be found in Article 36 of the petition formulated by Antwerp merchants against the proposal for the institution of a guild of royal insurance agents, presented by Faruffini to Philippe II:


L’université des marchans, tant des nations estrangers que ceux du pays, voire ceux de ceste ville, grand et petite, une voce et de commun consentement, destantur et abhorrent telle ordonnance et la jugent pour inique et cruelle, et on dit communément: vox populi vox Dei, de sorte que tel magistrat de courtiers ne serait seulement contre le consentement universelle, ainsi aussi contre la voix de Dieu. Si tel ordre serait profitable et bon, affin de ne altérer les marchans et de ne faire violence à la liberté de la négociation, on ne le devrait admettre sans le consentement des dicte marchans. Mais étant si mauves et pestiféré, comme on a remontré, serait contre nature et hors de toute humanité de l’introduire contre la volunté des dicte marchans.



If we consider only the economic significance of these principles, we have outlined the ultimate goal of the capitalistic effort regarding institutions.

Initially, few protections are sought. Since the State wants to interfere in economic life, one attempts to take advantage of this interference. Only with the increase of possibilities for competition does this expedient become insufficient, so the economic agent asks for freedom at home and abroad, submissively at first, then unconditionally. Thus, there is a change from the subordination of State to economic activity, acting as its protector, to the subordination of State to economic activity, acting as guarantor of the freedom of a particular system, which exploits this situation to develop itself in a capitalistic sense. Arrival at a parliamentary form of government is a tangible expression of this conquest, which marks the victory in the capitalistic rationalization of public institutions. This government makes the goals of the State the goals of represented citizens, in principle eliminating the possibility that the State will pursue ends different from those accepted by the citizens.

Obviously, the parliamentary form of government was reached not only under economic motivations (although those were not extraneous even in the distant origins of the system, as the history of the Magna Carta testifies), and the drive toward popular government was favored by religious struggles which, often dividing the Chief-of-State from the population because of differences in beliefs, very soon led the latter to distinguish the leader from the State and to identify him more easily with the masses of citizens. The parliamentary system of government, according to capitalistic precepts, should be the political instrument which guarantees that the State will not at any time pursue ideas not shared by the members of the society, and will not at any time pursue the realization of programs damaging the economic interests of the individuals who conquered the State. The unique effort of capitalism is to emancipate itself from ideas, or from institutions connected to those ideas, which prevent economic rationalization of life. The optimum result of this effort in a social context is parliamentary rule under a republican constitution, a system which precludes even a rare and ineffectual intervention of the Head-of-State (in the parliamentary government) inspired by feelings and ideas not shared by those governed. Capitalism through its agents, desired, fought for, and established the activity of the State as the complement of the free economic activity of the citizenry. We can ascertain how capitalism could achieve so much, by discussing the State and freedom, the State and market, and the needs of the modern State.

The State guarantees economic freedom

The first problem encountered by the entrepreneur who wants to act freely in a capitalistic sense is the separation of the tools he wants to use and the institutions surrounding him from the motivating principles which render them obstacles to his free activity. In the history of European pre-capitalism these motivating principles are all derived from or reinforced by religious ideas. Catholic theology and philosophy set a religious criterion as the highest rationalizing principle of life, even in its economic aspect, and Catholic philosophy always subordinated economic rationalization to political rationalization, for the very reason that it binds the material welfare of the individual to the material welfare of the community, and subordinates purely economic welfare to individual and social welfare considered in a broader sense. The capitalist, in his first effort to eliminate the obstacles to his activity, places himself indirectly, and perhaps unwittingly, in opposition to some aspects of religion, contesting the precepts which had bound economic activity until that time. When the capitalist realized that he would never be able to find approval for his behavior in the religion as practiced, convinced that “men need not be metaphysicists in order to live honestly,” he abandoned religion for himself, keeping it only for the servants whom, unable (in Rivarol’s words) to make them honest men, he thought to make devout men.

When heresy split the Christian communities, the capitalist fought religion, since the diversification of creeds finally somehow hindered human relations, and therefore economic life as well. This need for indifference to religion was already expressed in the Middle Ages by Christian merchants from Tunis who returned to port the Franciscan friars whose preaching threatened to disrupt a peace so propitious for trade. When later in the sixteenth and seventeenth centuries the religious struggle spread to every European country, whoever saw his land, shop, or factory endangered attempted a truce, willing to compromise religion for the sake of worldly wealth. Individually, the capitalist simply by definition tends to make a clear division between the religious and the economic problem, because of his growing need to act according to exclusively economic criteria. The real problem is for him to prevent society from guaranteeing through its institutions an order based upon a capitalistic principles opposing his behavior and able to hinder the complete success of his actions.

The capitalist requires that the State free its activity from religious criteria after he has done so in his private economic life. He requires that the State proclaim and guarantee freedom of conscience so that no religious tie could directly or indirectly hinder his actions. This need became more pressing as religious divisions become more accentuated with the growth and factionalizing of Protestantism. Awareness of this need became more acute in the seventeenth century. Theoreticians such as Petty and Temple showed their contemporaries that one of the foundations of the economic prosperity of certain countries was the religious freedom enjoyed in those countries. If the State in which citizens of different religions live embraces a faith, the State immediately sets an obstacle to the activity of those of its subjects who do not share the official doctrine. From this derives the absolute need that they seek freedom of conscience, and that the State not insist upon a particular religious direction.

Under the pressure of these necessities, the institutions inspired for religious reasons to protect a particular precapitalistic system fell, one by one, during the course of several centuries. The law against usury was discarded, and this practice was regulated for the first time in England according to purely economic criteria. The State did not any longer aid or allow the Church to intervene in successions (inheritances) in order to guarantee, however late, the lawfulness of deceased’s methods of acquisition. The ecclesiastical prohibition of trade with various peoples ceased to be supported by the State. The standards for the respect of honesty in trade were no longer based upon the moral rules of reciprocal justice. Aspirations toward a brotherly society no longer suggested the prevention of competition. Religious holidays were no longer imposed by the State, which created other holidays of its own. In brief, civil laws tended less and less to defend the respect of ecclesiastical prohibitions, and little by little the civil code became autonomous. The economic activity of the citizenry was freed from submission to religious principles. The citizens remained free to follow a religious creed, even to foster an order extraneous to and contrasting with the capitalistic spirit by the time that spirit conquered society. The Nantes edict regarding this matter was both an end and a beginning.

The capitalist’s action did not stop here; it invaded religion and, as Groethuysen proved in his aforementioned work concerning the origins of the bourgeois spirit in France, if capitalists wanted to obtain a more benevolent consideration from Catholicism, they roused a heterodox movement in the Reformed Church of England to fight the interference of the Church in economic natters, as Levy recalls in his book on economic liberalism.

It was not only businessmen who postulated tolerance and freedom of conscience. Poets such as Milton (Defensio pro populo anglicano) supported it. Philosophers such as Locke (Letter on Tolerance) wrote its apology. Voltaire, after writing the epic of the tolerant king, in La Henriade, and after compiling the Traité sur la tolérance, claimed that he had done all he could “in order to contribute to the diffusion of the spirit of philosophy and tolerance which appears to characterize our (eighteenth) century” (Lettre à Monsieur T. . . .). It seems correct to repeat, as Gerbi does, that in addition to the philosopher’s writings and the complaints of the persecuted, it was “Above all the development of trade connected with the ascent of the bourgeoisie (which) was effective in promoting the new ideas; why should the merchant have been interested in the religious faith of his counterparts? For him the highest and only god is profit, its manifestation on earth money, and nothing else.” Voltaire considered the London Stock Exchange almost a more sacred and certainly a more respectable place than certain courts. There, he sharply pointed out, men of every religion deal with one another without asking in what or in whom they believe, “et ne donnent le nom d’infidèles qu’à ceux qui font banqueroute” (La politica del Settecento, 115).1 Out of necessity, whoever set as a goal the increase of his trade and rationalizing of his business could not accept any limitation of his activity not justified from a purely economic point of view. For this reason, it was the capitalist who, as the most interested, spread more or less vehemently his spirit of tolerance and his aspiration toward religious freedom, although it was not the capitalist who gave the start to theoreticians.

The capitalists, by attaining this victory and by winning secularity, made the State take the first decisive step toward a capitalistic rationalization of society. The State stopped protecting as its highest priority the religious goals of society. Instead it protected its own political goals, attempting to subordinate economic activity to them as had occurred in the sixteenth and seventeenth centuries, when absolutism raged in politics and voluntarism in the economy. Practically, capitalistic rationalization remained impossible, hindered simply because the State still wanted a political rationalization which was often counter to economic rationalization and generally different from it. This did not mean that one believed that purely economic criteria would be rational principles; furthermore, it suggested the pursuit of order in the interest of collectivity, considered not as a sum of individuals but as a superior body different from that sum. Such an ideal led to a period of constraint after the short interval in the sixteenth century when it seemed that economic life, released from religious restraint, was free. In religion this period can claim the revocation of the Nantes edict, in politics it marks the triumph of absolutism, and in economics includes the whole age defined as mercantilistic, or better, as voluntaristic, as explained in this writer’s Storia delle dottrine economiche. The triumph of a political norm as determinant of the entire way of life in my opinion explains that turning back the clock which characterized the seventeenth century in comparison to the sixteenth. In European history from the sixteenth to the eighteenth century, such an ideal implied the absence of civil freedom in a modern sense, but also implied the capitalists’ struggle to win that freedom; to win it through the grant of a temporary privilege, or through an unpunished violation; in fact to win that freedom as an undeniable guarantee for conducting economic activity without being held accountable to anyone but oneself; without any hindrance upon activity other than one’s own losses.

The capitalistic man realized that the attainment of freedom was indispensable for the economic rationalization of life; not to achieve this rationalization would have shown the uselessness of winning religious freedom. Although economic life would no longer have been regulated in the name of a spiritual religion, it would have been regulated on the basis of politics, that is, the religion of the State, which is often as opposed to capitalistic goals as spiritual religion. In this way the capitalist’s efforts against absolutism acquire their full significance, assisted more or less consciously by the new philosophers and the forerunners of those economists of the nonphysiocratic naturalistic theory. The complaints of seventeenth century Englishmen against monopolies are in this way tightly bound to the struggle against absolutism carried out in England during the whole century, to the actions of manufacturers who fought to free France from the domination of the Arti (guilds), to the struggle fought by German industrialists to obtain approval of the liberal professional law of 1869, and to the votes of Manchester citizens to free Great Britain from municipal tolls. The abolition of monopolies, struggle against guilds, reduction of constraints upon industry, battle against customs barriers: it was toward these memorable goals that the capitalist maneuvered from the sixteenth to the present century, to declare that in production, circulation, and distribution of wealth there could not be an interest higher than his own, and no one could reach the desired goal better than the interested party. Every doubt of the legality of such free activity was dissipated by the new disciples of the discipline of economics who like the physiocrat Baudeau declared, “tout profit est juste, quand il y a pleine liberté.”

The theoreticians’ and pragmatists’ efforts garnered their first success by obtaining the abolition of guilds, which many countries decreed after 1700, following Leopoldo of Tuscany’s example; and by obtaining a ruling in 1769 not only that the French East Indies Company be abolished, but also that commerce between the colonies and the metropolis be declared free. Nineteen years later, the example of France was followed by Holland regarding its own East Indies Company; meanwhile, Spain authorized its colonies to trade with each other, the ports of French colonies were opened to foreign ships, and Eden treaty ratified a liberal commercial policy between France and England, to apply even in case of war. These are the first gains made in the eighteenth century by the supporters of free trade; but they presage the unfailing progress of the world toward those goals which, reached by the most developed European countries in the nineteenth century, make the free-trade political-economic system appear fully suitable to the needs of capitalism; so suitable as to compromise its fate as soon as the loyalty of the States to free-trade economic politics becomes a myth.

Crowning this structure, the guarantor of its stability, is political freedom; once this freedom is obtained, the citizen will contribute to shaping the will of the State, which takes upon itself the implementation of the mandate of the groups of citizens in power. “The new Parliaments,” writes Barbagallo (L’oro ed il fuoco, 263) “bring to the stage of history numerous classes of private property owners—merchants, entrepreneurs bankers, and finally, workers—which give to public affairs a direction conforming to their interests, all tied to industrial production. This is why England, already a constitutional monarchy in the eighteenth century, was the first to enter the realm of heavy mechanical industry; this is why its triumph began in France after the fall of the Bourbon monarchy and the rise of the so-called July monarchy (1830), which marked the ascent to government of the upper middle class; this is why, finally, in Germany heavy industry was born after the State had acquired a parliament, that is, after 1870; the same occurred in Italy, Japan, Belgium, etc.”

When the age-old struggle between the triumphant private forces of capitalism and the succumbing public forces of pre-capitalism ended, it is clear that the order defended by the new State was capitalistic. Evidence of this fact is found in the laws which, still fighting some internal resistance, were promulgated to protect an individualistic concept of property, total individual autonomy in economics, economic freedom against the power of the State. The State is limited in its faculty to regulate both internal and external production and commerce, and in its capacity to withdraw portions of revenue from private estates. Some of these laws preceded the rise to power of capitalism, and were often granted by the old State, when even the last sovereigns of the “ancien régime” were enlightened by the new propositions of the eighteenth century theoreticians. However, most of these laws follow the triumph of capitalism, when there were still contrasting fractions of extreme conservatives longing in the middle of the nineteenth century for the restoration of institutions which had existed only as a protection for a non-capitalistic order.

A history of economic and civil legislation from the sixteenth to nineteenth century, that is, from when the individuals motivated by a capitalistic spirit formed only small groups to when they constituted larger and more important groups and, indeed nations, would demonstrate chronologically the succession, day by day, of the facts so far described, following a logical scheme in order to organize the material better and coordinate the developments. The conclusion of such a history of legislation would confirm the survey we have made without neglecting political, religious, economic, and doctrinal events. All these occurrences converge toward one end; all are motivated by the idea of constructing a social organization with goals not unlike those which, since the fifteenth and sixteenth centuries, had become the ideals of an increasing number of people. These people were to become, in the nineteenth century, leaders of mankind.

The State provides the markets

In concrete terms, capitalism received considerable impetus from the State in many fields; at first, against all its desires (phase of mercantilist voluntarism) and later upon its own solicitation (phase of libertarian naturalism).

Trevor-Roper incorrectly asserts in the aforementioned essay that the absolutist State almost always restrained capitalistic development. In reality, the absolutist State favored capitalism in its initial achievements, while perhaps only wishing to pursue its own ideals; unless it is possible to prove that the capitalists oriented the aims of the mercantilist state to their own interest. The fact is that more than a few favors were granted by sovereigns during the age of absolutism to the rising enterprises. On the one hand, monopolies were allowed, from which the beneficiaries could draw remarkable financial results, as Lipson, in his economic history, demonstrated to be the case in England. Or, there was direct encouragement through purchasing and conspicuous subsidizing, or through compelling subjects to buy became. The fact is, where the State took such a benevolent attitude, the manufacturers increased in number and in power in only a few years. Frederick the Great of Prussia, who founded industry in his kingdom, saw the number of manufacturers grow to 1,902; 2,000 workers in 1765 became 16,500 twenty years later. Under Catherine II in Russia, the 948 enterprises of 1762 became 2,048 in 1796. Such remarkable results were achieved by the eighteenth century counterparts of the sovereigns who had proceeded them with unlucky attempts of the same nature.

The absolutist state also supported early capitalism by making cheap labor available, strenuously battling against the so-called “vagabonds.” Charles VII granted Jacques Coeur the privilege of enlisting idlers and tramps for his ships; his successors authorized upholsterers, glass-blowers, and potters to employ the children in hospices. The King of Prussia granted Potsdam orphans to a certain Hirsch, so that he could employ them in manufacturing velour. In Prussia and Austria even soldiers worked for industry: soldiers on leave were sent to factories, where they stayed in quarters and carded and wove wool, and in Bratislava five regiments barracked in that town spun cotton for a local entrepreneur.

If all these provisions and many more mentioned by any economic history relative to this period favored the development of capitalistic industry, by putting it in an honorable position, partially financing it, and alleviating its burdens, the modern State made the advance of capitalism easier in another sense as well. Movements toward national political unities, developed at the dawn of the modern age promoted the expansion of the market, preparing the ground for some otherwise impossible experiments of rationalization. Even more advantageous was the capitalistic expansion impressed upon the territories of the State, where one by one the feudal infrastructures were demolished. The maximum advantage offered was when it was possible within a single State to make use of one language, and when in a very large territory the same laws were in force. It can reasonably be held that mercantilist action, though not consciously directed to this end, in order to strengthen the State’s territory and increase its own authority at the expense of internal autonomy, was a great advantage for the creation of markets large enough for capitalistic expansion.

The more secure existence became, and the greater the circulation of people and things, the more advantageous became the experiments of rationalization. That security tended to increase with respect to medieval society with the establishment of absolutism in the seventeenth and eighteenth centuries. It was later, with the development of constitutional governments, also a guarantee against the sovereign’s absolute power. Security perfectly in harmony with the requirements of capitalism was not attained before its regulations were formulated by representatives of capitalism itself; this does not mean, however, that capitalism did not enjoy more security under the absolutist political systems than in the pre-capitalistic medieval States; although absolutist presuppositions disagreed with those of capitalism, in this and other aspects such systems supported capitalism. On the other hand, one should not forget that even the absolutist State did not disdain being surrounded by economic counsels, instituted in Naples by Charles of Bourbon, in the Piedmont by Victor Amadeus, in France by Louis XI and later by Colbert, and in Switzerland in tandem with aristocratic governments.

In another way, and with undoubted efficacy, the State acted in support of capitalism in unifying the national market when it proceeded to harmonize regulations. This was attempted in France by Colbert with the ordinances of civil process in 1667, with the penal process in 1670, and especially with the two codes regarding commerce (1673) and navigation (1681). More than a century later the same course was taken by Joseph II of Austria (1787, Strafgesetzbuch; 1788, Allgemeines Burgerliches Gestzbuch) and Frederick II of Prussia (1794, Das Allgemeine Proussische Landsrecht). In this manner one of the most serious obstacles to free expansion of economic life was overcome.

The adoption of a uniform system of measures also contributed to unification of the market. Absolutism brought an advancement in this sense, in some cases eliminating or at least reducing the inconvenience of local systems of measure. The bourgeois spirit, not respectful of the sense of tradition which had perhaps slowed absolutism in making reforms in this field, was not satisfied with the goals attained, and sought others. Under that pressure, after the Convention standardized weights and measures throughout France, the attempt was made, and is not yet completed, to extend the decimal metric system throughout the world. There was also an attempt, no less motivated by the interests of capitalism, to unify monetary alloys. It was perhaps with an eye toward political rather than economic ends that the States took this course. However the rationalizing aspiration of capitalistic groups encouraged its retention, since capitalists saw in these attempts of the mercantilist State, and later in these decisions of the liberal State, effective means for the realization of a large market in which, under free competition, the risks would tend to be reduced to a minimum by means of economic rationalization.

Proceeding with a description of the State’s action, which was at first only exploited, then later supported, by capitalism in order to enlarge the market, one cannot neglect the importance assumed by the extension of the road system. To improve roads, Louis XIV created the State corps of civil engineers, and in the Seventeenth century the canals of the Seine, Loire, Toulouse, and Orleans were opened. One could argue that the justification both for these provisions and those made in England for the improvement of roads around the end of the eighteenth and the beginning of the nineteenth century was not always an economic one, one could maintain that it was for purely military ends that in Napoleonic times the keen Roman passion for good roads flourished again, but one cannot ignore that the pressure of the merchant classes contributed greatly to the solution of the large and important problem of communication.

Once the problem of establishing roads was solved, with the additional aid of technical devices which made their construction and maintenance easier, everything had been achieved; it was then necessary to organize the means for exploitation of the communication network, and to help citizens, the State subsidized some private means and created its own. Details mentioned elsewhere (Storia Economica, Vol. II, Chapter VII, par. 180-83) will not be described here, but brief mention should be made that first mail and coach service, then shipping lines and the opening of railroads, intended to make the circulation of a great number of men and a striking volume of became correspond to the diminishing related costs. For the exchange of information, the telegraph, telephone and radio were developed as complements to such services. The obstacles posed by the sea and huge distances were overcome by underwater cables and sound waves. These services, complemented by a thousand others, make places closer, make the world a single city, reduce the seriousness of transportation problems, and widen the market. The State is agent and means of this expansion, first in service of a non-capitalistic conception, for the advantage of capitalistic interest, then at the disposal of triumphant capitalism.

The action of the State unconsciously produces conditions favorable to capitalism in the colonies as well, to the point where sole significance of conquests becomes the acquisition of markets and outlets for that country, the acquisition of territories which economically complement the mother country. The political end is first exploited by chance, then is reduced to an economic end. It is always the State which is the instrument, only later aware of the capitalistic adjustment of the world, the completion of which demands, at least from the marketing point of view, that the State place its diplomats in the service of economic life, so they can negotiate treaties or reside abroad in order to guard the economic interest of the mother country. The State must tie its autonomy to customs unions only because those are advantageous to the economic system; the State would be ready to give up all customs policy if a regime advocating absolute freedom in international trade became at a certain point in history the ultimate aspiration of the new businessmen and theoreticians of capitalism.

The needs of the State, the search for means to satisfy them, the promotion of a new demand for goods

The modern State was, unwittingly at first, then consciously, a means for the attainment of capitalistic goals simply because it had some needs. These assumed external characteristics which became encouraging justifications for capitalistic expansion, especially because they allowed the demand to condense within the range of the market in such a way and with such persistence as to sustain the most hazardous rationalization experiments. That these did not appear very hazardous was due only to the multiplication of public needs, which revealed themselves to an extent never known before, once absolutistic political conception attributed to the State responsibilities unthought-of of in medieval times. Neither did the needs disappear with the decline of that concept; in fact, others were substituted for the earlier needs, but these were not smaller, and neither did they require fewer workers or smaller amounts of goods.

The need for defense fostered such growth in the military industries that when private efforts first seemed inadequate, it was the State’s turn to assume the manufacture of weapons and gun powder (ammunition), or to create companies with supplied clothing, as did the Russo-Prussians, without much concern whether they simultaneously also realized large profit. . . .

However, these military demands did not cease at the end of the war, as had been characteristic of the age of absolutism; neither did the need for preparedness stop, nor wars disappear. Even setting aside the Napoleonic Wars, there were enough wars in the nineteenth century to note a positive influence of military needs on industrial activity. On the other hand, the mercenary armies of absolutism were replaced with conscription armies—which became voluntary in the most capitalistic countries of the world (Great Britain and the USA) for reasons not contrary to the capitalistic mentality. Conscription removed the citizens from productive activity for only a few months but because of the large number of people drafted and their rotation, it engendered a great increase in the need for supplies. This continuous, perfectly predictable need for clothing, food-stuffs, weapons, and tools made industrial equipment more adaptable, rationalization more proficient, and production for future demand less risky. These military needs were so advantageous for capitalism that the most capitalistic industries became those connected with defense, and groups interested in heavy industry often became champions for the maintenance of strong, plentiful, powerful armies. Capitalism is opposed to war as long as it signifies interruption of trade and imbalance of positions, however, capitalism is not opposed to armament which allows the existence of a great demand in the market, and which itself grants the demand a certain stability; above all, capitalism is able to take advantage of a war situation to create new possibilities. First Sombart in Krieg und Kapitalismus on 1912, then Nef in 1950 in La guerre et le progrès humaine, underlined the importance of military enterprises for the development of capitalism. Events in our own century confirm this conclusion.

What we have said about defense needs can be reiterated for public works, the completion of which benefits capitalism in many ways. Circulation of goods becomes less difficult when public works are related to the building and maintenance of communication, as is often the case; it absorbs a certain number of became manufactured by private industry, which does not vary much; in years of crisis it rescues those with warehouses full of unsold became, and those who would otherwise close their firms and suffer relatively serious loss once private demand declined or disappeared. The State, as the executor of public works in a capitalistic-liberal system, mitigates the entrepreneurs’ risks, and acts almost as an insurance entity for them.

And what advantage for capitalistic expansion did the State foster in its function as public educator? This function operates only negligibly to increase the demand for became in the market, but instead facilitates business since it promulgates the basic culture for economic progress. This is so true that, for instance, it was precisely the merchant classes in Tuscany in the fourteenth century and in Milan in the fifteenth, who realized the necessity of developing education and, even before the State intervened, became its promoters.

In order to fulfill these functions as well as others not mentioned here, the State had an increasing need for finances. By absorbing money it harmed capitalism, subtracting capital from the normal uses intended by its respective owners. Though it has bean specified that in the age of early capitalism the State was the bankers’ best client, because it developed their capabilities, one must observe that the problem has to be divided into two parts, distinguishing the share of capital absorbed by impositions and taxes from the share absorbed by loans. The former is, after all, only the counterpart of services rendered, of which capitalism takes advantage. The latter is also a counterpart of services rendered, but in addition brings to capitalism the great advantage of absorbing capital not always available. Therefore everyone understands that the function of the extraordinary financial needs of the State is that of correcting, by regulation, the demand for capital in the market. This can be achieved when the loan is freely accessible. One can object that in all these considerations there is an assumption of no waste, damage, or poor administration. In a capitalistic regime and before, in the late nineteenth and during all the adoption of different criteria necessary, the State regulates public finance under economic rather than political criteria and, after all, performs in the economy those functions which the private sector could not. Since this did not happen before, the capitalist wanted to conquer the State and remove its activities from dependence upon ideals opposing capitalistic goals. Where there is economic waste it is necessary to distinguish whether it is occasional or methodical. In the first instance, waste might be attributable to a mistake in evaluation, possible for even the most shrewd capitalist; in the second instance, it is traced to the prevalence in the State government of a conception which does not coincide with the capitalistic one; in this case it means that capitalism either did not yet conquer, or has lost control of the State, the new policy of which creates difficulties for capitalism and gives rise to its crises.

In the complete triumph of capitalism, therefore, the State functions precisely as the means for the attainment of ends proposed to men by capitalistic beliefs. We have seen in brief how it fulfills this function, granting freedom and facilitating economic life. We have also seen how men motivated by a capitalistic spirit led it to fulfill this function.

This review of public and private instruments of capitalism shows that they do not constitute the essence of the system. It would be wrong, therefore, to characterize the system by referring to them and forgetting that they always existed, more or less, and with the coming of the new spirit only changed appearance, intensity of application, and function. It is necessarily the function which we have to define as characteristic of capitalism. This characteristic manifests itself in the operating presence of the capitalistic spirit, which makes new use of old means, and substitutes for means not suitable to the new functions, suitable ones, whose invention it promotes.

Notes
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Chapter Ten

Norberto Bobbio: The Future of Democracy and Capitalism

The Rules of Democracy

The problems posed by “politics,” in the sense of the general organizational framework of a complex society, have become, increasingly complex, and we can no longer be satisfied with high-sounding phrases. And since the problems have steadily increased in complexity, it has been become more and more difficult to find satisfying solutions (which explains why the temptation to take short-cuts at time becomes irresistible).

It goes without saying that ideal solutions are rare for those who are not prepared to abandon certain fundamental institutions which distinguish a democratic state from one which is not. (For those, on the other hand, who believe axiomatically in short-cuts—short-cuts which are sometimes, admittedly, actually inevitable—everything I am going to say in the following pages is completely irrelevant).

To avoid misunderstandings from the start, I must make it clear how I am using the term “democracy.” Although it is constantly being repeated that it is a word which has many meanings (something true of all the key concepts used in political science), and which everyone can use in a different sense, there is a meaning now generally agreed on by all these who uphold democracy as the medium through which socialism will become a reality, and who want to see to it that, once socialism is realized, it runs society democratically. This consensus is based on a conception of democracy as a set of rules (the so-called “rules of the game”) which facilitates and guarantees the widest participation of the majority of citizens, whether directly or indirectly, in the decisions which affect the whole of society. In broad terms the rules are the following: 1) All citizens who have attained their majority are entitled, without distinction of race, religion, economic conditions, sex, etc., to political rights, i.e. to the right to express through the casting of votes their own opinion and/or to elect the person who expresses it for them. 2) The vote of all citizens must have an equal weight (i.e. must count as one voting unit). 3) All citizens who are entitled to political rights must be free to vote in the light of their own opinion, one which has been formed freely as far as possible, i.e. in a free competition between organized political groups who vie with each other to aggregate demands and transform them into collective decisions. 4) They must also be free in the sense that real alternatives must be made available to them so that they can choose between different solutions. 5) Both in collective decisions and in the election of representatives, the rule of the numerical majority applies, even if different forms of majority can operate (relative, absolute, qualified) in particular circumstances specified in advance. 6) No majority decision can restrict the rights of the minority, in particular the right to become a majority, subject to the same conditions.

I am perfectly prepared to admit that this definition of democracy, which I have called a consensual one, is also restrictive. But what I would not be prepared to admit is that, when there is talk of democracy as such, without a qualifying adjective, any other meaning can be intended (or would be of any use). Anyone who means something different would be well advised to make it clear at the outset. Moreover, I am quite prepared to admit that for a state to be “really” democratic, it is not sufficient that these rules be observed, as long as it is also conceded that it is sufficient that one of them is not observed for a state not to be democratic (either in form or in substance).

I do not think it is necessary to go into the problem of the relationship between means and ends, i.e. whether a verdict on the merits of something can only be given in terms of its ultimate objective, or should also be given on the means used to achieve it. Once it is agreed that there are, over and above good and bad ends, also good and bad means, this leads on to the discussion of the extent to which, and the conditions in which, it is desirable to pursue good ends with bad means. For the moment, I will confine myself to referring the reader to a book, one which did not receive the attention it deserved, by Giuliano Pontara, entitled If the Ends Justify the Means,1 and I will return to the subject in another context. I am compelled to point out, however, that it can never be emphasized enough that there is an intimate link between the ultimate results and the procedures by which they have been attained. Moreover, not only is it possible to evaluate results on the basis of criteria which distinguish desirable from undesirable ones, but value judgments can also be applied to procedures, enabling the distinction to be made between procedures which are good or bad in themselves, independently of the results. To take an extreme case in point: a judicial procedure which in its rules allows for torture to be used legally is one which can only be considered bad in itself as long as no account is taken of the ultimate results (always assuming, of course, that it is possible to obtain from torture a desirable result, such as knowing the truth). The same applies in the case of democracy when it is taken to mean, as here, a set of procedural rules designed to achieve particular results, the most important of which is the approval of decisions which affect the whole of society (these then become, in a technical sense, the laws).

Whoever maintains that democracy in this sense is good in itself, cannot remain indifferent to the choice of one procedure rather than another. By way of example, it is perfectly possible to argue that an electoral procedure which includes the rule that a party or coalition of parties which obtains an absolute or even only a relative majority in an election secures a majority in the Chamber is a bad one (not only can it be argued, it has been: everyone in Italy remembers the so-called “Swindle Law”?),2 and can hold this opinion independently of any considerations (ones actually voiced in this case) concerning the need for a stable majority etc.

It goes without saying that taking into account the desirability or otherwise of procedures by no means implies that the results should be ignored. Obviously, the ideal would be to obtain the best results with the best procedures. But what are the best results? The difficulty in establishing what are the best results, and to achieve agreement among a sizeable number of people (which can amount to tens of millions) on their desirability, raises again the issue of the means which have been employed to obtain this agreement, and this leads back to the conclusion that the best result is the one obtained with the best rules, the most important of which is the rule of the majority. This accounts for the enormous importance of the rules, and for the need to be agreed on them, so as to arrive eventually at some sort of consensus on the results. In this respect the issue of divorce in Italy is instructive.3 The decision to submit the question over the indissolubility of marriage to an agreed set of procedural rules, as provided for by the law on referendums, presupposes a consensus on the desirability of those rules, and the conviction that the result obtained from a good procedure is automatically a good one. It should be noted that, in this case, contrary to what is generally believed, it is not the desirable outcome which justifies the means, even when these are dubious ones, but the good means (or at least what are held to be good ones) which justify the outcome, or at least make the outcome acceptable even to those who voted against it, (i.e. to these who would have considered the outcome in itself bad, but for the means by which it had been arrived at).

The Paradoxes of Modern Democracy

I deliberately used the example of one form of direct democracy, the referendum because the merits of direct democracy are (and quite rightly) extolled by those who are dissatisfied with representative democracy, and consider it in some way a panacea for the defects of the “system.” But if, as I have said on so many occasions, democracy is difficult,4 direct democracy is even more difficult. I will go further: it has become more difficult than ever. I will illustrate what I mean by referring to some of the problems that all contemporary political systems must contend with, and which can be called the real “paradoxes” of modern democracy.

No one doubts that perfect democracy, ideal democracy (if democracy means government by the people and not just in the name of the people) is direct democracy, a conviction which caused Rousseau to comment that the English public was only free in the moment it placed the vote in the ballot box. Actually, the objection which could be made to Rousseau’s statement, and it has been made countless times already, is that other nations were denied even that moment of freedom. However, Rousseau knew—as did Montesquieu before him—that direct democracy, the democracy of the public meeting of the agora of classical Greece, was an institution suitable for small states, for those states whose size made it possible for their citizens (who, then again, formed only a small proportion of the inhabitants of a city) to meet all together in a square. Where do such states exist now? States continue to grow, and their squares can now only be used by crowds with passions running high, not by citizens rationally participating in a democratic process. (Montesquieu also said that the principle of democracy was virtue, by which he meant the love of one’s nation; but only small nations could be spontaneously loved, so much so that in France, which was a large nation, Robespierre was obliged to combine virtue with terror in order to safeguards the national interest.)

This gives rise to the first paradox of democracy, that of the “moderns” compared with that of the “ancients” (to use that celebrated distinction): we are demanding more and more democracy in conditions increasingly unpropitious. It is nothing new to be told that it is the most difficult thing imaginable to make the rules of the democratic game respected in large-scale organizations; and organizations are steadily becoming larger, not least state organizations. Those who have drawn attention to this sinister trend (which has been called the “iron law of oligarchy”), have always seen the problem in terms of representative democracy: let us consider for a moment the alternative offered by direct democracy. Direct, or “Athenian,” democracy, which was revived by the student movements of the 1960s and 1970s, has almost always been deceptive: it consists, on the one hand, of an assembly whose function is limited, limited more severely in some respects than that of the worst parliaments, to ratifying (often by acclamation) the decisions of the executive as expressed in motions; on the other hand, of an executive, the basis of whose power is charismatic (in the technical sense of the word according to which “charismatic” is contrasted with “democratic”), and whose power is far more immovable and irresistible than that of any executive of a representative body (which, to begin with, has no binding mandate). I am not saying this to be cheaply polemical (even if the claim of supporters of student power to be giving lessons in democracy is irritating, to say the least), I am saying it to stress once again that democracy (whether direct or indirect, Athenian or parliamentary) is an extremely complex phenomenon in practice, one which does not admit improvisations, simplistic generalizations, or attempts at ingenious innovation, and moreover is an extremely delicate mechanism, one which the slightest knock can put out of action.

Bureaucracy and technocracy

A second paradox, one which is even more awkward, stems from the fact that the modern state has not only grown in scale but also in the range of its functions, and every extension of the functions of the state results in a growth of the bureaucratic apparatus, i.e. an apparatus with a hierarchical structure in which power is “ascending” and not “descending.” If we consider the fact that in Cavour’s time the number of ministries was seven or eight, and that now there are about four times as many, and that each ministry requires its own army of civil servants (without counting the steady proliferation of government-controlled bodies and quangos), we realize just how powerful, and, what is more, natural, is the trend of the modern state towards the bureaucratic organization of power, which is an essentially anti-democratic process. It is true that the same states where this has occurred have also witnessed in the same period the process of democratization (widening of the franchise, slow or violent death of the non-elected second chamber, move towards decentralization, etc.), but it is equally true that the process of democratization and the process of bureaucratization not only advance in tandem, but that the second is a direct consequence of the first. The widening of the suffrage allows more and more members of the general public to put their demands to those in power, and since these demands almost always involve the implication that the state to assume new initiatives and hence new responsibilities, the state is obliged to extend its sphere of action, and hence its apparatus.

Once again, I must stress I am not saying this to take up the old arguments of classical liberal writers against the extension of the public sphere at the expense of the private sphere (one just has to think of the daily struggle of Luigi Einaudi against all those, whether socialists or conservatives, who constantly pressed for state intervention in new areas which were, according to the principles of classical liberalism, not its concern).5 Neither am I merely repeating Max Weber’s famous, and anything but perverse, prediction concerning the “iron cage” of the legal-rational state (a purely formal rationality of course) in which all citizens are doomed to be gradually imprisoned. The idea of the parallel growth of the bureaucratic state and the democratic state is an old one, familiar to all those who witnessed (some with satisfaction, others with apprehension) the growth of the modern state, so much so that it has become a cliché. To take an impressive example, the Italian parliamentary deputy Silvio Spaventa6 wrote a hundred years or so ago (in 1880):


A democratic society, one in which you have proclaimed equality of all before the law, has needs that impose on the state a growing number of functions and agencies to provide for them, all of which aim to provide the conditions and means enabling all individuals to secure, through their own activity, living conditions which correspond to some degree with their equality of rights. This gives rise to the need to extend constantly the sphere of social administration, and this constantly creates new relations between citizens and the representatives of this social administration, which is precisely what constitutes the state.7



I say this so that people do not forget something that writers in the past were well aware of, that to extend democracy (and even more so when socialism is extended), means (or at least, has always meant so far) extending bureaucracy. Only by acknowledging this can we ensure that we do not underestimate the enormous difficulties which from the background to the debate over democracy, and that we do not fall for magical solutions.

A third paradox, the product of a long-term process of enormous implications, is bound up with technological development, a feature of industrial societies whether based on capitalist or socialist economies, and results from the fact that in such societies the problems which demand technical solutions, and which can only be entrusted to experts, are growing exponentially. This gives rise to the permanent temptation to govern through experts alone, in other words to create a technocracy.

It requires only a moment of reflection to realize that technocracy and democracy are in mutual conflict. Technocracy is the government of experts, i.e. government by people who are only competent in one area, but know this area well, or at least are supposed to. Democracy is government by every one, i.e. by people who are meant to make decisions, not on the basis of technical expertise, but in the light of their own experience. The protagonist of industrial society is the scientist, the specialist. The protagonist of democratic society is the ordinary citizen, the man or woman in the street. There is absolutely no comparison between the difficulty of the problems which someone living in past societies had to face and those which confront us today. To take just one example, how many really understand the intricacies of the economic problems encountered in a large modern state, and are in a position to propose the correct solutions which would enable specific goals to be achieved (or what is more problematic, to suggest goals which are achievable given certain resources)? Yet democracy is based on the principle that everyone is in the position to decide on everything: according to the democratic ideal, the only person competent to judge political issues is the citizen (and in this sense the citizen can claim to be sovereign). But as decisions become steadily more technical and less political, surely the citizen’ sphere of competence is becoming steadily more restricted, and hence their sovereignty is being steadily eroded. Is it not therefore a contradictions in terms to ask for more and more democracy in an increasingly technocratic society?

I am not writing an apologia for technocratic society, in part because I believe that, even though there is a steady proliferation of problems which call for ever more elaborate technical solutions it will never reach the point where they entirely take over from traditional political problems. Actually, technological development is creating a whole range of new political problems. I merely want to point out the obvious fact that to demand the extension of democracy means asking for decisions to become the responsibility of people who, given the objective conditions which accompany the development of modern society, are less and less competent to make them. This is especially true of the manufacturing sector, i.e. precisely the sector which has up to now been effectively removed from any sort of popular control, just as much in socialist as in capitalist economies, and is the one in which the democratic challenge is won or lost. Moreover it is only by acknowledging facts without prejudice or excessive illusions that we will ever be in a position to think out remedies which are feasible rather than utopian.

The cultural and political industries

The fourth and last paradox (last as a manner of speaking), arises as a result of the tension between the democratic process and the development of a mass society. Democracy presupposes the free and full development of human faculties. The effect of the rise of mass culture, from which all major societies are suffering, is a general conformism. The indoctrination characteristic of mass societies tends to repress and suppress the individual’s sense of personal responsibility which is the corner-stone of a democratic society. A highly efficient media machine aims to reduce to a minimum the area reserved for personal and rational choices, for convictions which do not rely on instant emotional reactions or the passive imitation of others. Alongside the cultural industry, which has come in for so much criticism, there also exists in all countries where it is not possible to govern without a minimum of consensus (i.e. where a process of democratization is under way) a political industry. Just as industrial culture emerges when more and more individuals gain access to the necessary means to enjoy the fruits of cultural life, so the political industry emerges with the extension of the power base. It thrives and prospers as a direct by-product of the development of effective institutions (from universal suffrage to the formation of organized political parties) which turn the abstract principle of popular sovereignty from a myth into a reality.

Let us be quite clear on this, no full-scale democracy can do without some sort of political industry. It would be nonsensical and, what is more, unrealistic, at least at the present stage of social and intellectual development in our culture, to postulate that a society could exist in which all adults have the right to influence directly or indirectly the way political decisions are made, and who must be taken into account by those in power to a greater or lesser extent (but in any case to a greater extent than in oligarchic societies, where the vast majority of subjects remain politically irrelevant). All societies require the use of techniques for the organization of consensus though in varying degrees of intensity and intrusiveness. What is important is to face up to the implications arising from the use (which, I repeat, is unavoidable) of such techniques for the ideal of democracy, which is rightly defined as participatory democracy, to distinguish it from “directed” democracy. Certainly, one of the characteristic features of participatory democracy are the so-called mass demonstrations, such as open-air rallies, or marches to commemorate historic episodes or draw attention to events which have a powerful emotional impact on public opinion. Those who make a point of attending such occasions (personally, I consider it to be a civic duty to do so in certain circumstances) cannot deny the way they arouse heady emotions and foster a sense of group solidarity. But they will also be forced to admit, if they are honest, that their effectiveness is short-lived because, once the crowd has dispersed, the excitement that has been whipped up rapidly melts away, and with it also the will to act (without which there is no politics, for politics is not just feeling or opinion, but action).

I will add, at the risk of being pilloried, that public demonstrations of this kind encourage the habit of obsessively repeating slogans, of parading banners with crude catch-phrases, of making rhythmic gestures, and so tend to replace lucid thought with excited shouting, discussion with wild harangues (which do not go beyond that, and thus remain so much hot air). Such behavior is just one of the many forms of alienation which proliferate in a mass society, and which can effect even those who condemn it (and are victims of it without even realizing). Every time I walk into an Italian university and see scrawled on the walls the latest graffiti, completely lacking in imagination and insight, I sadly reflect on the vast gap which still separates a product of mass culture from the true citizen (I use the word in its Rousseauist sense). . . .

Alternative Models

When I say that a genuine alternative model of a socialist state does not exist—that is a model thought through in as much detail as the model of the representative state, elaborated and refined by the great tradition of liberal thought—I am referring to the fact that the efforts of socialist political thought, especially its Marxist wing, have been concentrated almost exclusively on the critique of representative democracy, and have neglected the need for a blueprint of the state that is to replace it. But even this critique has remained so superficial as to seem self-evident or sterile. It is just as well to remember that the only criticism which deals a death blow to the representative state is the one made by reactionary authors, who have become specialists in demolishing the very principles which form the corner stone of democracy, whether representative or not, especially the principle of equality. But I do not believe that left-wing critics actually want to be taken for critics of the right, even if they adopt, perhaps without realizing it, some of their arguments.

Someone who has become conversant with reactionary authors (something which is highly instructive, and which I would recommend), knows that there is an immense wealth to choose from. But I would like to quote Nietzsche who, after all, is the prince of reactionary writers, especially now that he is being rediscovered by progressive intellectuals of a certain sophistication.


The gregarious European man nowadays assumes an air as if he were the only kind of man that is allowable; he glorifies his qualities . . . by virtue of which he is gentle, endurable, and useful to the herd as the peculiarly human virtues. In cases, however, where it is believed that the leader and bell-wether cannot be dispensed with, attempt after attempt is made nowadays to replace commanders by the summoning together of clever gregarious men: all representative constitutions, for example, are of this origin. In spite of all, what a blessing, what a deliverance from a weight hecoming unendurable, is the appearance of an absolute ruler for these gregarious Europeans—of this fact the effect of the appearance of Napoleon was the last great proof. [My emphasis]8



To criticize the representative system from a left-wing point of view is much more difficult and also more perilous. For anyone who holds that the vast majority of human beings constitute a flock or a herd, and thus can only be governed by outstanding historical personalities like Napoleon, it is easy to indulge in anti-parliamentary sentiments. This is more difficult for someone who does not want to throw out the delicate baby of civil and political liberties with the dirty bath water of parliament. So difficult, in fact, that I did not find convincing what Lucio Colletti said on this subject in his famous interview. To have his cake and eat it, Colletti argues that while socialism, in his opinion, cannot exist without civil and political liberties, such as the freedom of the press and the right to strike, the future socialist state can do without parliamentary institutions. To combat the “horrendous confusion” of the police state with democracy, he states that “it must constantly be borne in mind that civil liberties . . . are not the same thing as parliament.”9 I am at a loss to see how Colletti can seriously believe that the basic freedoms he upholds can really be defended and safeguarded without a central body in which the various parties which constitute civil society are represented, and in which the discussions and decisions they generate are governed by the rules of the democratic game I spoke of earlier. To support these misgivings, I will confine myself to citing the evidence of history: the parliamentary system and the guarantee of basic freedoms came into being simultaneously with the emergence of the same coherent conception of the state which it has been customary to refer to ever since under the heading “constitutionalism.” To my knowledge there has never to date been a political system which has suppressed parliament and conserved those freedoms, nor one which has conserved parliament and suppressed the freedoms. Is there no lesson to be learned from Italy’s past? Parliament and basic rights came into being together with a constitutional monarchy, died together with Fascism, and were revived together at the end of the war with the democratic republic. . . .

A Diminished Sovereignty

I have no intention of presenting the representative state as the quintessence of political wisdom. It has served as a starting point, even if it is not a completely satisfactory ultimate goal (but then again, are there such things in history?) It constituted a historical turning point, even if it is by no means the last (but are we to believe that there is such a thing?). At any rate, it is a better system than those that came before it, and those which have come after.

I am not talking about Italy: our political system is a shambles. But it is a shambles, not because it is a representative system, but because it is not enough of one. Not only does it suffer from the permanent defect of an excessive centrism, i.e. an insufficient rotation of power, a weakness Giorgio Galli has frequently highlighted (as he has once more in his latest book, From an Imperfect Two-party System to a Possible Alternative10) the sphere over which the supreme representative institution, parliament, has any real control is daily becoming more limited, over and above the considerable restrictions imposed on strictly political power in a capitalist society, where the most important economic decisions are made by forces which are not only to a considerable extent private, but increasingly international rather than national.11

Besides, even leaving aside what goes on in our country, which no one would want to hold up as a model of a healthy and successful democracy, it must always be remembered that the representative system has never existed in its pure state. Except in the case of England, the parliamentary system has always been imposed by external forces on states with a highly centralized and centralizing administrative apparatus already. What we call for the sake of brevity the “representative state” has always had to reckon with the existence of an administrative state, a state which obeys a completely different political logic, based on a type of power which is descending rather than ascending, secret rather than public, conservative rather than innovative, tending towards inertia rather than dynamism, etc. It has never proved possible to make this second state completely submit to the first which has gradually supplanted it. There used to be talk of the vexed relationship between politics and administration. Now Italians use the jargonous phrase “uncoordinated sectors.” But the truth is that these uncoordinated sectors have never been coordinated.

I have never doubted that the representative system has real and insuperable limits in a country of rampant capitalism such as Italy. The sovereignty of the individual citizen is limited by the fact that the major decisions which affect economic development either are made without consulting representative bodies, or if they are consulted it is only after decisions have already been made in the corridors of power, where the vast majority of sovereign citizens have no say whatsoever. But here again, the defect of the system is not that it is a representative one, but that it is not representative enough. In a capitalist society the sovereignty of the citizen, of the citizen as such (in the sense that everyone, over and above being capitalist or worker, member of the bourgeoisie or of the proletariat, is a member of the political community with the same rights as everyone else) is a diminished sovereignty. What is more, it will stay diminished at least as long as there continues to be a separation between civil and political society. This criticism is common to all the analyses of the democratic bourgeois state made by the various schools of socialism, and as far as it goes is quite justified. But the fact remains that there continues to be a close correspondence on many levels between the area in which the individual citizen enjoys sovereignty and the wide range of provinces in which representative bodies wield powers. Citizens nevertheless retain sovereignty as long as they succeed in influencing the decisions which affect them, something which still happens to this day, and when it happens, does so through the mediation of representative bodies (without retracting what I said earlier, that direct democracy can be a valuable supplementary institution).

The Self-Government of Producers

I can recall only two alternatives that have been suggested to the classic parliamentary state: the one proposed by the “guild-socialist” school of thought, and the one put forward by the “soviet” theorists (which calls for a more detailed analysis on another occasion). Significantly, despite the extreme diversity of their solutions, both express the same fundamental demand for an extension of the democratic control of the political system so as to embrace the economic system. The logic underlying both schemes is identical to the one which originally gave birth to the representative state, that is to say the logic of the struggle against the absolute power of the king, the first phase of which was a compromise between the two forces in conflict (producing constitutional monarchy), followed by the elimination of the power of the king (democratic republic). This has been demonstrated in Korsch’s persuasive theoretical model, which traces a parallel evolution in the way the organization of the state and of work has developed. These changes involved a distinction between, in the first case, the phases of absolute monarchy, constitutional monarchy, democratic republic and proletarian republic, and in the second, those of the organization of work under despotism, industrial constitutionalism, and industrial democracy.12

Theorists of industrial democracy have always fallen prey to the illusion of believing in the possibility of progressing naturally from political democracy to economic democracy, from the self-government of citizens to the self-government of producers. The illusion stems from a refusal to believe that there are problems relating to the citizen distinct from those regarding the worker (or the producer). Yet such problems do exist, and are precisely problems concerning freedoms, or, to be exact, civil and political freedoms, which it has unfortunately been one of the pernicious legacies of the Marxian tradition to discount, often with more than a hint of derision, scorn, or even disdain. The sacred text of this tradition is provided by some pages in Marx’s On the Jewish question, which, thanks to the principle of the abuse of authoritative writings which I commented on in the last chapter and with which I will now close, has become a convenient get-out for all would-be dictators (with or without the proletariat). The abuse is all the more culpable in this case in so far as the current interpretation, which has turned a few pages of that essay into a sort of counter-declaration of human rights, goes far beyond its original intention, undeniably of profound significance, which is to put forward the thesis (an incontrovertible one) that political emancipation is not to be equated with human emancipation.

An incontrovertible thesis, indeed, as long as it is not forgotten that while political emancipation is not a sufficient condition of human emancipation, it is nevertheless a necessary one, and that the latter can only come about via the former. Political emancipation necessitates the development, extension, and strengthening of all the institutions which gave birth to modern democracy, and can derive no benefit whatsoever if they are suspended, even for a moment. . . .

Is Democracy Desirable in a Socialist Society?

I have spelled out these “whys and wherefores” of democracy for the simple reason that, even if they are normally not specifically mentioned, they are implicit in the discussion about the relationship between democracy and socialism. Why would there be so much competition to see who can shout “democracy” the loudest, if there were not good reasons to plump for it rather than autocracy, not only in a capitalist society but also in a socialist one? And what can these reasons be if not those which make it desirable in any society, as much in capitalist society as any other? Or, putting it another way, are there equally good reasons why, in the transition from a capitalist to a socialist society, the reasons which make democracy desirable no longer apply? All that has to be done is test the validity of these reasons against historical experience. But before this can be done these reasons first have to be made explicit once and for all. We have all been carrying on in this debate as if the merits of democracy were beyond dispute. Yet, since we know very well that they have been disputed, and since in actual fact democracy has had more enemies than friends in the history of political thought, it seems to me anything but irrelevant to take stock of these reasons and see how they stand up. I propose briefly to review each of the three arguments in favor of democracy in turn, and I can say straight away that they would have even more weight in the context of a socialist society.

I will begin with the ethical argument: socialism is a movement which not only aspires to eliminate economic exploitation but also to achieve the emancipation of humanity from all the historical forms of servitude inflicted by fellow human beings and, as far as possible by nature as well. It therefore cannot help appropriating, and welcoming as its own, those institutions which are based on the principle of autonomy rather than of heteronomy. I can see no other way of interpreting the “freedom” of which Marx and Marxists talk when they contrast the realm of freedom with the realm of necessity, other than as autonomy, i.e. obedience, to repeat the Rousseauist definition, to the law which all have laid down for themselves. In the ideal society, the stateless society, it is unthinkable that there could be no laws (Gramsci even calls it a “regulated” society): they will be autonomous laws instead of heteronomous laws, that is all. As for the political argument, that democracy is a means for the monitoring of power, of power at every level and not only the power of the state in the strict sense of the word, a socialist society has a special need for it. The abuses of power become easier, the more power becomes concentrated in a few hands. If by socialism we mean—as we must if we are not to deviate from the use of the term that has been most prevalent historically—the transfer of ownership of the means of production from individuals or private groups to the whole of society, a socialist society can just as easily be autocratic as democratic. The definition of democracy is far from being automatically subsumed within the current definition of socialism. The need for democracy arises from the realization that in a socialist society abuses of power are just as possible as in a capitalist society. In fact, where collective control of the economy has come to mean state control, they are much more possible. The point I am making is that even in terms of the political argument, democracy loses none of the features which recommend it when evaluated in the context of a socialist society. Finally, if it is true that one of the arguments in favor of democracy is that it allows the collective interests involved in a particular issue to be ascertained more efficiently, not only is it far from obvious why democracy and socialism should not be destined to work in harmony, but it seems abundantly clear that to dissociate them would be fatal to the very idea of socialism. It would be fatal because either socialism is a system which enables the needs of people to be satisfied to a greater extent than the capitalist system, as is claimed, or it is a fraud.

But there is another argument, one which calls for much more sustained and detailed discussion than would be appropriate in this context: it is the argument which I call the relationship of means and ends. There are instrumental or extrinsic values, and final or intrinsic values. In terms of the meaning of democracy I have been using so far, democracy as a method, has an instrumental or extrinsic value, which means that the degree to which it is to be preferred over another method depends on the judgment which is formed about its capacity to achieve a goal (considered intrinsically good). Those who oppose the combination of democracy with socialism probably have nothing to object to in democracy as an end in itself: what they do deny is that it is a suitable means for achieving the end. Personally, I believe that the question whether the democratic method is the most appropriate, or even the only one available, for realizing socialism, cannot be answered in a universally and eternally valid manner. However, just because so far the transition to socialism (in those societies which call themselves socialist) has only taken place through internal or external violence, I would be most unhappy to find this considered a valid argument for abandoning the democratic method. It invites the retort that socialism has only so far been achieved in societies which had not previously experienced a well-established tradition of democratic government, and where accordingly there was no question of a democratic transition to socialism. I wonder whether Eurocommunism in Italy (or Italocommunism, as some now call it) is nothing other than the result of a communist party forced to live, grow up and mature in a non-socialist country. However, in spite of everything, that is to say in spite of an extremist fringe which rejects the legitimacy of the democratic method out of hand, the movement has over the last thirty years still managed to widen its base of support and strengthen its legitimacy. An even more damning reply is prompted if we raise another possibility: namely that wherever the transition to socialism has taken place through internal or external violence, something of that original violence has been inherited by the ensuing system of government.

Such a line of questioning takes us to the hub of the whole question of the relationship between means and ends. It becomes a matter of knowing whether, once we assume the precept that the end justifies the means, we should not pause a moment to reflect on the precept that the means determine the end. I will not go into the matter of what end socialism is supposed to achieve, which is far from unambiguous. (Do we all mean the same thing when we talk of socialism? I personally doubt it.) But it is unprofitable to deal with too many problems at once. The one which concerns me for the moment is the decisive influence which means exert on the final outcome. I am of the conviction that means are far from being something neutral. The precept “the end justifies the means” should be corrected to read: “the end justifies the means which do not modify, and thereby corrupt, that end.” The bald maxim “the end justifies the means” was perfectly adequate for Machiavelli’s Prince, whose objective was purely and simply the conquest and retention of power (even if Machiavelli himself was forced to distinguish the “good use of cruelty” by Agathocles of Syracuse from the “bad use” of it by Oliverotto da Fermo). But is it still adequate for the prince of the modern age who sets himself the goal of establishing a society which is more free, just and humane?

Is Democracy even Possible?

It is not enough that democracy should be desirable: it must also be possible. I have already expatiated on the difficulties involved in achieving democracy in contemporary western societies when I discussed in the previous essay what I called the four paradoxes of democracy. In a nut-shell, these four enemies of democracy—where I am taking democracy to mean the optimum method for making collective decisions—are the large scale of modern social life; the increasing bureaucratization of the state apparatus; the growing technicality of the decisions it is necessary to make; and the trend of civil society towards becoming a mass society. I am convinced that it is even more difficult to achieve democracy in a socialist society. I do not hesitate to introduce a fifth paradox. I do not want to sound discouraging, but it is an empirical fact that so far the only clear ideas about political developments have been found among those in both camps, i.e. among critics of socialism on the one hand, and its apologists on the other, who have argued that democracy and socialism cannot go hand in hand for the simple reason that they are incompatible. Such thinkers go on to maintain that, even if in certain conditions democracy is possible, at least in a restricted sense, there is no way of combining democracy with socialism.

The allegation that democracy and socialism are incompatible is heard so frequently from opponents of socialism that it needs no further elaboration. One of the main arguments of the main-stream liberal tradition, both from its conservative wing (I am thinking of figures such as Einaudi, for example), and its radical wing (e.g. Ernesto Rossi), is the incompatibility of a socialist economy with democratic politics. But it should not be forgotten that the incompatibility of democracy with socialism, at least in the so-called transitional phase, is also a traditional theme of the majority of realistic socialist theorists: if the transformation of a capitalist society into a socialist one involves a qualitative leap, how can it take place by means of a democratic method which is only capable of small and gradual changes in quantity? I will not pretend that the question is not disturbing, even if I am aware that the law of the dialectic, canonized by Engels, states that in the long term quantity is transformed into quality. (This may well be: but could not the quality be substandard? Quantity is quantity and no more; but, unless I am mistaken, quality can be good or bad.) I am so disturbed by this question that I refuse to be fobbed off with the answer to it I happened to read recently in a pathetic tract (if it had not been pathetic it would have been nauseating) in which the author sets out to demonstrate, so as to refute the sham parliamentarism of social democrats and those who so inanely ape them, that the true parliamentary path—parliamentary, note—was the one taken in Czechoslovakia in 1948 (for the record I am referring to the pamphlet entitled Without Striking a Blow by Jan Kozak, published and distributed by a body calling itself simply Istituto svizzero del Este).

But are even the replies proffered by good socialists who are also good democrats completely reassuring? These replies center on two basic strategies: structural reforms (which means that reforms in themselves are not sufficient, but need to be of a specific type); and the widening of participation (which means extending democratization to include the sphere of economics). With regard to the first point, what criteria are to be used to distinguish structural from nonstructural reforms? Have there been structural reforms so far in Italy? And if not, what would qualify as such in the political program of the left? In recent years one of the reforms which has caused the biggest upset in the traditional institutions of Italian society has certainly been the legalization of divorce. Is this a structural reform? Evidently not. A structural reform must radically affect the economic base. But can the reform of a given mode of production be brought about by a series of piecemeal reforms, none of which is decisive? Let us assume that total transformation can result from a series of partial reforms: up to what point will the system be prepared to accept them? Can the possibility be excluded that there is a limit to the system’s tolerance, so that a point is reached where the system can no longer bend, and so shatters? If those whose interests are threatened react violently, what is there to do except respond with violence?

As to the widening of democratic participation to the point where it takes control over the sphere of economic power, I would simply like to point out that a permanent feature, one just as common to capitalist as to socialist states, is the removal of economic power from the province of democratic control, i.e. from below. It is a basic fact—one of those facts which all utopian reformers of society have come up against and been powerless to resolve—that the major political decisions in economics (on which depend the minor ones as well) in socialist countries just as much as capitalist ones, are taken autocratically. Why is this? Are the conditions which favor autocratic power in this sphere historically determined, or are they objective ones, part of the intrinsic nature of economic phenomena? I ask this question because there are good grounds for suspecting that the progressive widening of the democratic base will eventually run into an insuperable barrier—insuperable within the framework of the present system, that is—when it tries to pass the factory gates. Yet it is precisely in this field, the field of the democratic control of economic power, that the battle for socialist democracy will be won or lost. . . .
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Reprinted from Norberto Bobbio, Which Socialism? Marxism, Socialism and Democracy (Oxford: Polity Press, 1987), transl. by Roger Griffin, edited and Introduced by Richard Bellamy. Originally published as Quale Socialismo? (Torino: Einaudi, 1976). By permission of Polity Press. [Only the footnotes of the Author have been here reproduced].

Norberto Bobbio (1909-2004) was Italy’s leading legal and political philosopher. He was appointed to a chair at University of Padua in 1940. In 1942, under the Fascist regime and during the World War II, Bobbio joined the Party of Action (Partito d’Azione) the main non-communist resistance grouping, and was briefly imprisoned from 1943 to 1944. He had produced the first Italian edition of Hobbes’s De Cive in 1948, and later dedicated numerous studies to the English philosopher, and also to Locke, Kant and legal positivism. His first book of political essays, Politics and Culture (1955), consisted largely of reflections on the role of the politics of culture as a way to reach a universal dialogue. In 1972 he moved to a chair of Political Philosophy in the faculty of political science in Turin where he remained until the then statutory retirement in 1984. The essays from this period were later collected as The Future of Democracy (1990). Four years later he wrote Left And Right (1994).

1. G. Pontara, Se il fine giustifica i mezzi (Bologna: Il Mulino, 1974).

2. The “Swindle Law” or Legge Truffa, as the PCI called it, as an attempt to throw out the proportional principle from the Chamber of Deputies. The ruling condition of Christian Democrats, Social Democrats, Republicans and Liberals, fearing heavy losses in the 1953 election, enacted legislation whereby the party or coalition receiving over 50 per cent of the votes cas automatically obtained a two-thirds majority in the Chamber. It proved a good rallying point for the opposition and the coalition groups fell shord of the necessary majority by a few hundred votes. The law was repealed the following year. [Ed]

3. The legislation on divorce in 1970 led to concerted Catholic opposition, which the Christian Democrats supported. They organized a referendum for its repeal, but only 40 per cent of voters supported it. [Ed.]

4. Bobbio is here alluding to the Italian title of a work by Iring Fetscher, La democrazia difficile, tr. G. Bedeschi (Bari: Laterza, 1974). The original title was, in fact, simply Demokratie. [Tr.]

5. Luigi Einaudi (1874-1961) was a leading liberal economist and a dedicated supporter of deregulation. He was the first President of the Italian Republic, from 1948 to 1955. [Ed.]

6. Silvio Spaventa (1823-1893) was a Hegelian philosopher and politician of the “Historical Right.” [Ed.]

7. S. Spaventa, Discorsi parlamentari (Rome: Camera dei Deputati, 1913), 556.

8. F. Nietzsche, Beyond Good and Evil, tr. H. Zimmern (London: George Allen & Unwin, 1967), 121.

9. L. Colletti, Intervista politico-filosofica (Bari: Laterza, 1974), 51.

10. G. Galli, Dal bipartitismo imperfetto alla possibile alternativa (Bologna: Il Mulino, 1975).

11. For a clear and well argued overview of the course of events in Italian Parliament, see A. Predieri (ed.), Il parlamento nel sistema politico italiano (Milan: Comunità, 1975).

12. K. Korsch, Consigli di fabbrica e socializzazione, tr. G. Backhaus (Bari: Laterza, 1970), 147 ff. [There is apparently no English edition of the German original, Schriften zur Sozialisierung Arbeitschrift für Betriebsräte. Tr.]


Chapter Eleven

Franco Ferrarotti: The Capitalist Actors and Their Social Role

The Social Type of the Businessman

The working classes, according to Karl Marx, hold the key to human liberation. However, contrary to a widespread misconception, Marx does not ennoble or sentimentalize the proletariat either in general or as individual actors. Indeed, in distinguish themselves from the ideological proponents of utopianism or voluntaristic socialism, Marx and Engels rigorously maintained an analytic distance from their object of study, resulting in a point of view they held to be more scientific, and realistic. For example, Marx reports, upon the achievement of a technical innovation that served to standardize and enhance productive efficiency like the automation of the hand loom or the design of a flexible lathe, employers moved quickly to replace long-time workers with women, a supposedly more malleable and manipulable “human material.” The very ignoble and unsentimental response of workingmen was to embrace a new role as slave merchant eager to “sell” their wives and daughters to the factories and then rush off to the local pub.

At one level, an example such as this illustrates Marx’s unwillingness to adhere to the strictly theoretical orientation of Hegel, of whom he was certainly an appreciative student. It also offers evidence of Marx’s unusual ability to creatively connect aspects of social life that “common sense” would hold to be completely alien or irrelevant to each other. It seems curious, therefore, that Marx did not apply this ability to the actions of capitalists. Indeed, although he wrote at length: about the structure and operations of capitalism as a system, capitalists as social actors scarcely even make an appearance. Even when Marx analytically works out the internal contradictions of capitalist production—the short circuit caused by maximizing profits through overproduction and the concomitant under consumption that results from declining wages—the agents and protagonists of the process remain silent and anonymous in the background.

Marx intended his approach to the understanding of capitalism to be scientific and impersonal, to follow what Veblen referred to as a “mechanistic logic” that is devoid of animism and anthropomorphism. He was not entirely successful in doing so, at least as Veblen understood it, for Marx’s analysis retained a kind of animistic impetus embedded in the teleological elements of historical materialism, against which Veblen set a Darwinian notion of social development as a blindly cumulative sequence. Veblen’s commentaries on Marxism provide a useful point of departure for an examination of his own understanding of the capitalist actor and his social role. Almost uniquely among the American intellectuals of his day, Veblen demonstrated an impressive understanding of the multifaceted nature and complexity of Marxism as a system.1 He understood that a piecemeal critique would be ineffective because it would fail to confront the fundamental logical structure of Marxism: its Hegelian dialectical framework.2


Except as a whole and except in the light of its postulates and aims—Veblen argues—the Marxian system is not only not tenable, but it is not even intelligible. A discussion of a given isolated feature of the system (such as the theory of value) from the point of view of classical economics (such as that offered by Bohm-Bawerk) is as futile as a discussion of solids in terms of two dimensions.3



Dedicated Marxists have long suffered difficulties in confronting Veblen’s critique on intellectual grounds, and so, for the most part, have favored disputing Veblen’s credentials rather than his argument. In a discussion of The Theory of the Leisure Class, for example, Paul Baran was satisfied to dismiss Veblen as a “bourgeois theorist” and “bourgeois historian.” “Like other bourgeois theorists,” Baran wrote,


Veblen has recourse to invoking dei ex machina as an ultimate means of interpretation. And again, as in the case of most bourgeois historians, Veblen’s wisdoms of last resort are always of a biological or psychological nature, have always something to do with “basic” racial characteristics of men or with the no less “fundamental” structure of their motivations Veblen never relinquishes his biological-psychological apparatus.4



Baran’s collaborator, Paul M. Sweezy, considered Veblen to be merely “a theorist who dealt almost wholly in generalities and hardly ever introduced statistic into his writings.” Sweezy does concede, however, that “Veblen’s general diagnosis of the ‘state of the nation’, is . . . astonishingly accurate and if anything more relevant to 1957 than to 1904 or 1923.”5 One might add that is perhaps even more relevant to 1999.

For Marx, the productive energy of human beings generates a surplus which is appropriated or stolen by the capitalists and reinvested by them for their own exclusive benefit. Marx’s argument on this point, according to Veblen, presumes a rationalism of personal motives that would presumably “fall into a logical consistency.” This romantic (Marxian) sequence of theory has been intellectually imposed by the theorist. As such it is “essentially an intellectual sequence, and it is therefore of a teleological character.”6

Veblen counters that there is no assurance that the surplus will be used rationally by human beings. In this respect, Veblen’s position is closer to that of Vilfredo Pareto than to Marx. Without the benefit of having read Freud, he recognizes that irrational expressions of “conspicuous waste” are accompanied by subliminal motivations and “psychic income” in the form of social respectability.

Veblen’s critique of economic hedonism and of the purported rationalism of homo economicus sharpened his insight into the unanticipated consequences of irrational behavior patterns. He was thus able to anticipate with impressive precision both the Dialectic of Enlightenment of Horkheimer and Adorno and the broader critique of illusory capitalistic rationality that forms the backbone of the Frankfurt School. He understood, for example, how the sportsmanlike propensities of the masses, whose passions and allegiances are captured by mass sporting events, could be manipulated and politically exploited by political leaders who are well versed in the quite rational art of propaganda. Adorno dismissed Veblen as a crude technocrat and hater of culture as such, but long before the Frankfurt School, Veblen had already identified some specific features of mass society and mass culture, and pointed to specific expressions of the crisis of nineteenth century values, such as the concept of the self-sufficient grand individu and the Weberian notion that even the gambler playing the stock market is rational, at least to the extent that he follows the laws of probability.

The Businessman

In his critiques of Marx and in his own work on the operations of capitalism as a system, Veblen clearly regarded abstract categories and overarching economic conceptualizations to be inadequate as either theoretical explanations or tools of analysis. To his mind, the intellectual embrace of such abstractions would prevent the development of economics as an “evolutionary science” and preclude an examination of behavioral styles and psychological motivations that is needed to achieve a scientific understanding of capitalism as a dynamic global phenomenon. His strictures and warnings regarding this point are in fact not restricted to Marx’s work, but apply equally well to that of another economist and Veblen contemporary, Eugen von Böhm-Bawerk, a standard bearer of the “Austrian School,” which also includes such figures as Friedrich August von Hayek and Ludwig von Mises. Indeed, as Joseph Schumpeter remarked, there is in fact “a certain parallelism between Marx and Böhm-Bawerk.”7 Both were animated by a scientific orientation in the nineteenth-century sense, and both sought to identify the overarching laws which they assumed governed the economic process. But the analyses of neither left much room for a consideration of motivations, psychologies and states of mind.

By contrast, it is one of the merits of Veblen’s analysis of capitalism to have paid special attention to historical figure, motivational structures, and actual role of the businessman. To speak of the businessman is to risk analytic imprecision, for the term actually incorporates a number of different roles and orientations. A generally accepted set of contemporary distinctions among businessmen include: 1) the capitalist, or owner of capital; 2) the entrepreneur, or man of ideas who seeks profit through productive innovation; and 3) the professional manager, or functionally responsible administrator. In the 1890s, Alfred Marshall in his Principles of Economics, had already further subdivided the entrepreneur’s role into three major functions: management, innovation, and risk bearing. Veblen goes further, drawing a sharp distinction between the “captain of industry” and the “captain of business.” The captain of industry, whom he sees personified in the engineer, has a rational interest in growth. He is therefore intrinsically community-minded and shows no inclination to artificially restrict production and trade. By contrast, the captain of business is essentially a brasseur d’affaires, a speculator who attempts “to get something for nothing.” Historically, he corresponds perfectly with the emergence of purely financial capitalism or, in the Marxian tradition, with the “last stage of capitalism” as elaborated by Lenin and Rudolf Hilferding. Despite accusations by sociologists and economists that Veblen’s distinction is too crude, its contemporary relevance is made evident by the deepening globalization of the world economy.

Some of Veblen’s critics used his equation of the engineer with the captain of industry to denounce the whole of Veblen’s work as a justification of technocracy. Without doubt, Veblen’s equation of the two is untenable. But while all businessmen are inextricably connected to the business culture, Veblen insists that businessmen devoted to rational economic growth (whether they are engineers or not) cannot be confused with speculators who use production for their own “dynastic” purposes.

According to Veblen, modern industrial development operates according to a “mechanistic logic” that is destined to override any restraints grounded in “natural rights.” Even Adam Smith, as he constructed the foundations of economic liberalism and extolled the market as a nearly perfect arbiter among free individuals, was already out of step with the requirements of what Veblen presciently refers to as “the post-modern era.” Our feet, Veblen suggests, may walk the terrain of modernity but our heads—laws, customs and institutions—lag behind, reflecting habits and values of the Middle Ages. “The Industrial Revolution,” argued Veblen,


Does not lie with Adam Smith’s “historical present,” nor does his system of economic doctrines make provision for any of its peculiar issues. What he has to say on the mechanics of industry is conceived in terms derived from an older order of things than that machine industry which was beginning to get under way in his own lifetime.8



For Veblen, the fundamental problem facing the contemporary world is established by the “discrepancy between business and industry.” In practice, however, this “discrepancy” is not some small imbalance or retarded development of the sort suggested by Ogburn’s notion of cultural lag. Indeed, in the modern world “the machine industries . . . are in a dominant position” and “the businessman . . . has become a controlling force in industry.”9

This dominant businessman, moreover, is no simple engineer. He certainly understands and controls the productive process, usually by delegating authority, but his control is not based exclusively on expertise. To gain the higher ranks of business management usually also requires special attachments of family, banking relationships, political relationships, old school ties, or some other personal connections.

These are accepted as a guarantee of loyalty, trust, ideological allegiance and, ultimately, active operational complicity.

The Entrepreneur

Veblen’s image of the businessman is very much at odds with that of Joseph Schumpeter. For Schumpeter, the businessman is neither an engineer nor a captain of business nor a business bureaucrat. He is, rather, of necessity, a man of ideas, an innovator. At times he is an outsider, a marginal man whose very marginality nourishes his creativity. Essentially, he is an inventor. Businessmen of this type oversaw the emergence of Polaroid, Xerox, and, more recently, Microsoft. Curiously, Schumpeter was unable to find an appropriate English language term with which to capture his notion of the businessman, and so he chose to use the French word entrepreneur. At times he also uses the term “promoter,” but this is clearly misleading as it brings to mind images of the propagandist or salesman for already existing products.

According to Schumpeter, it is this innovative, creative, and even subversive and revolutionary businessman who is most responsible for economic development. Other contributions, such as those made by material resources and traditional habits of mind, are of secondary importance. As a result, not all businessmen are deserving of the appellation “entrepreneur.” In this sense, Jean Baptiste Say’s classic definition that “the entrepreneurial function consists in uniting and combining the various production factors” is too broadly drawn, for misses the dynamic dimension that for Schumpeter is the essential feature of entrepreneurialism.

Say’s understanding of economic development remains connected to a notion of the “circular flow of economic life.” As such it neglects the additional and necessary ingredient of profit, which results from innovations that disrupt the “flow” and break through established routines in any field of industrial production. A central point for Schumpeter is that in the “circular flow of economic life” the creation of real profits is not possible. Following production and consumption, the initial economic conditions are resumed, at least according to the logic of homeostatic models. Even consumption goods themselves do not accumulate. Rather, “consumption goods are generally in the hands of retailers and only in quantities that are necessary to meet the requirements of the moment.”10

In the “circular flow” the typical capitalist lives well and is tranquil and satisfied with life. He is familiar with others with whom he does business. Neither likes to be taken by surprise, but likes everything to be predictable. The entrepreneur, by contrast, thrives on novelty. He does not simply move to meet market demands but is himself a creator of new markets. He stirs the market out of static equilibrium and throws dynamic challenges to established habits and ways of thinking. The tone of Schumpeter’s descriptions of the entrepreneur is almost romantic, a paean to the capitalist economic demiurge.

The development and evolution of the businessman as a social actor has, of course, been widely discussed, but Veblen was among the first to describe it in specific terms. “Since the modern era began,” he wrote


The state of the industrial arts has been undergoing a change of type, such as the followers of Mendel would call a “mutation.” And in the course of this mutation the workman and his part in the conduct of industry has suffered as great a dislocation as any of the other factors involved. But it is also to be admitted that the typical owner-employer of the earlier modern time, such as he stood in the mind’s eye of the eighteenth century doctrinaires—this traditional owner-employer has also come through the period of the mutation in a scarcely better state of preservation . . . he could still truthfully be spoken of as a “master,” a foreman of the shop. . . . The personal owner-employer has virtually disappeared from the great industries. His place is now filled by a list of corporation securities and a staff of corporation officials and employees who exercise a limited discretion.11



Schumpeter is less analytic, insisting on profit as both the fundamental index and instrument of dynamic corporate development. On this point he is trenchant:


Entrepreneurial profit is not a rent like the return to differential advantages in the permanent elements of a business; nor is it a return to capital, however one may define capital. . . . We want finally to emphasize that profit is also not wages, although the analogy is tempting. It is certainly not a simple residuum; it is the expression of the value of what the entrepreneur contributes to production in exactly the same sense that wages are the value expression of what the worker “produces.” It is not a profit of exploitation any more than are wages.12



Schumpeter’s placement of wages and profits on the same level sharply and substantively separates his position from that of Veblen. What for Schumpeter is the result of almost “charismatic” individual creativity is for Veblen the product of shrewd and often fraudulent actions by captains of business. In Veblen’s analysis, especially in The Theory of Business Enterprise, the romantic aura of Schumpeter’s entrepreneur is exploded and shown to be grounded in naiveté if not subservience to the prevailing interests. This last point gains further when one considers Schumpeter’s uncritical acceptance of profit as an unqualified value. Schumpeter’s text on this point is a dogmatic profession of faith: “Without development there is no profit; without profit, no development.”13

To deflate such enthusiasm, one need only raise some simple Veblenian questions: Is the issue development or expansion? Development, and profit, for whom? Against whom? For what and against what? Veblen’s cautious skepticism anticipates contemporary debates over the basic requirements for a balanced ecological system. His position, in underscoring the conflict between a narrowly considered pursuit of profits and a community-conscious and efficient industrial management, retains a contemporary vitality and urgency.
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Chapter Twelve

Luciano Pellicani: Toward a New Critique of Capitalism

Unlike many sociologists, contemporary historians have concluded that “there are good reasons to believe that “Protestantism may have had little to do with the development of capitalism.”1 Furthermore, the analysis of texts and facts forces the conclusion that “Protestantism in religion came into being, not as an ally of capitalism, but as its chief enemy: not as an effort to swell the energies of the id but to curb them before they became too powerful. . . . Instead of Protestantism being the new creed of the rising bourgeoisie, when it appeared in the twelfth century it was an attempt to prevent the rise of the bourgeoisie. . . . At its source, Protestantism was an attempt to check the commercial spirit and prevent it from getting hold of the Church.”2

How could matters have been otherwise?


From whichever viewpoint one judges capitalism, it is always profane and worldly. Thus it will always find more followers as more and more men turn to the joys of the earth, and will always be hated and condemned by those men who regard earthly life only as preparation for the hereafter. Any intensification of religious feeling must necessarily awaken a certain diffidence toward economic matters. Diffidence toward economic matters means the weakening and decay of the capitalist spirit. Since the Reformation obviously intensified man’s interior Life and reinforced his metaphysical sensibilities, at the outset capitalist concern ought to have suffered a loss inversely proportional to the spread of the Reformation spirit.3



Accordingly, even Troeltsch, a staunch partisan of the Weber thesis, insists:


The genuine early Protestantism of Lutherism and Calvinism is, as an organic whole, in spite of its anti-Catholic doctrine of salvation, entirely a Church civilization like that of the Middle Ages. It claims to regulate State and society, science and education, commerce and industry, according to the supernatural standpoint of Revelation, and exactly like the Middle Ages, everywhere subsumes under itself Lex naturae as being originally identical with the Law of God.4



If Luther and Calvin attacked the spiritual hegemony of the Church and the power of the clergy, they did so to make life more religious than it was, restoring the purity and intensity of a faith seduced by the acquisitive spirit and incipient cultural secularization. Since the Church had, in effect, allied itself with the spreading neo-paganism and was corrupted by the longing for money, luxury and pleasure, Luther and Calvin opposed it in order “to free it from worldly ideas and inclination, to return it to strictly priestly duties.”5 In so doing, they initiated one of the most devastating spiritual schisms in the history of Western civilization. They did so in order to build a solid dike against Mammon and Reason, which they saw as the greatest threat to faith. In conclusion, the Reformation was first and foremost a resurgence of medieval spirit and as such a spiritual force hostile to the spirit of capitalism and everything linked to it. The key to understanding what moved Luther and Calvin against the new order created by the bourgeoisie, as well as the reasons for the extraordinary influence of their preaching, lies in the peculiar logic of the development of the market economy with its attendant social and moral consequences. To this end, it is useful to start with Economy and Society:


Where the market is allowed to follow its own autonomous tendencies, its participants do not look toward the persons of each other but only toward the commodity, there are not obligations of brotherliness or reverence, and none of those spontaneous human relations that are sustained by personal unions. They would all simply obstruct the free development of the bare market relation, whose specific interests serve, in their turn, to weaken the sentiments on which those obstructions rest. Market behavior is influenced by rational, purposeful pursuit of interests. . . . The ‘free’ market, that is, the market which is not bound by ethical norms, with its exploitation of constellations of interest and monopoly positions and its dickering, is an abomination to every system of fraternal ethics. In sharp contrast to all other groups which always presuppose some measure of personal fraternization or even blood kinship, the market is fundamentally alien to any type of fraternal relationship.6



The market is a place where social actors, through the institution of the contract, exchange goods and services on the basis of a purely utilitarian calculus which excludes any form of solidarity other than that of living in the same society. To use Tönnies’ terminology, this means that the market tends to devour typical community connections and replace them with typical societal connections. It ignores “the original, natural, and actual conditions as the causes of connections of mutual dependence” and emphasizes social relations that “are primarily momentary in that they involve a momentary common volition.”7

The point is twofold: with the spread of mercantile relations worldly values gradually take precedence over religious values, distancing the faithful from the way of salvation or at least diluting their faith; the market also tends to disassociate the social body, “dissolving” all the moral and affective ties that hold the socii together, first of all those created by religion.8 The very word socius undergoes a deep semantic shift from “one linked by bonds of solidarity to a community.”

As catallactic logic spreads, socius merely indicates one who, having employed capital, participates in the profits (or possible losses) of a commercial association: i.e., an egoist moved solely by utilitarian considerations. In fact, both the communist Marx and (what is deeply significant) the liberal Keynes9 describe capitalism as an “association of egoists”; an amoral if not immoral society. Economic autonomy is that society’s constituent principle: a clean separation between the world of business and anything that is not useful. Rationality, understood in its original etymological meaning,10 rules supreme and unchallenged over all economic life. Since “very little of our social existence can be carried on without material means of one king or another”11 the separation of the market and other spheres tends to translate into the invasion and colonization of the community by the acquisitive, calculating spirit. In consequence, moral, religious or political principles are banished from community life or at least “neutralized” so they can no longer hobble the logic of profit, disturb economic calculations or impede entrepreneurial freedom.

As Polanyi shows, “man’s economy, as a rule, is submerged in his social relationships.”12 With the birth of capitalism—the gradual liberation of the economy from everything that is not economy—something unprecedented occurs: “everywhere else what we call economic facts are embedded in the social tissue, and it is only we, the moderns, who have singled them out so as to build them into a distinct system”;13 furthermore, all human life, individual and collective, is subordinated to the impersonal, amoral laws of the market.

Given these facts, it is not surprising to find “at the beginning of both the Reformation and of the peasant’s war,” “antagonism between the feudal system and the capitalistic system.”14 In other words, “capitalism, which having been established on commercial bases seeks to dominate the labor market—a nascent proletariat which has ceased to be owner of its instruments of labor or even be able to become it, and between them, something like a class struggle.15

Erich Fromm has analyzed the social and psychological consequences of this antagonism, particularly acute in the “gravely overpopulated areas rocked by a process of rapid economic change”:16


The medieval society system was destroyed and with it the stability and relative security it had offered the individual. Now with the beginning of capitalism all classes of society started to move. There ceased to be a fixed place in the economic order which could be considered a natural, an unquestionable one. The individual was left alone: everything depended on his own effort, not on the security of his traditional status. Each class, however, was affected in a different way by this development. For the poor of the cities, workers and apprentices, it meant growing exploitation and impoverishment, for the peasants also it meant increased economic and personal pressure; the lower nobility faced ruin, although in a different way. While for these classes the new development was essentially a change for the worse, the situation was much more complicated for the middle class. . . . Large sections of it were put into an increasingly bad position. Many artisans and small traders had to face the superior power of monopolists and other competitors with more capital, and they had greater and greater difficulties in remaining independent. They were often fighting against overwhelmingly strong forces and for many it was a desperate and hopeless fight. Other parts of the middle class were more prosperous and participated in the general upward trend of rising capitalism. But even for these more fortunate ones the increasing role of capital, of the market, and of competition changed their personal situation into one of insecurity, isolation, and anxiety.17



Accordingly, “commercial capital tended to dominate production everywhere”18 and to subordinate the trades to its directive power, isolating consumer from producer. Furthermore, rapid expansion of the market and consequent development of the division of labor rendered capitalism indecipherable and uncontrollable for the social groups barely equipped to participate successfully in the catallactic function. They felt estranged in a seemingly “mad” world.


All the world—says the preacher Martin Butzer—is running after those trades and occupations that will bring the most gain. Study of the arts and sciences is set aside for the basest kind of manual work. All the clever heads, endowed by God with the capacity for the nobler studies, are engrossed by commerce, which nowadays is so saturated with dishonesty that is the last sort of business an honorable man should engage in.19



Certainly, the growing importance of the market in economic life meant a greater autonomy for the individual to the extent that he now had the chance to choose his profession and free himself, at least in part, from traditional bonds. But this liberty is ambiguous because he is also


Freed from those ties which used to give him security and a feeling of belonging. Life has ceased to be lived in a closed world the center of which was man; the world has become limitless and at the same time threatening. By losing his fixed place in a closed world man loses the answer to the meaning of his life; the result is that doubt has befallen him concerning himself and the aim of life. He is threatened by powerful suprapersonal forces, capital and the market. His relationship to his fellow men, with everyone a potential competitor, has become hostile and estranged; he is free—that is, he is alone, isolated, threatened from all sides. Not having the wealth or the power which the Renaissance capitalist had, and having lost the sense of unity with man and the universe, he is overwhelmed with a sense of his individual nothingness and helplessness. Paradise is lost for good, the individual stands alone and faces the world—a stranger thrown into a limitless and threatening world.20



Protestantism, besides being “the last upsurging of the religion of the Middle Age”21 was also a response to the psychological and moral needs of the mass of “liberated” and thus “uprooted” individuals—the “internal proletariat” of the waning Middle Ages—which the capitalistic system had engendered especially in its “periphery.”22 Indeed,


The new Protestant attitude toward that world contains in itself the basis for a new critique of capitalism as precisely the work of the Devil—a new critique which is much more devastating in that it is capitalism itself and not the “abuses” discerned by Catholic casuistry, that is indicted.23



Luther’s expressions leave no room for doubt.


It is the world’s way to think of nothing but money, as though upon it hung soul and body. God and our neighbor are despised and the people serve Mammon. Horrible times will come, worse even than befell Sodom and Gomorra. . . . Usury lives securely . . . rages, as if he were God and lord in all lands. . . . There is therefore no worse enemy of mankind on earth, next to the Devil himself, than the covetous man and the usurer, for he wishes to become God over all men. . . . Money is the word of the Devil, through which he creates all things, the way God created through the true Word. . . . In truth the traffic in interest is a sign and a token . . . the world is sold into the Devil’s slavery by grievous sins.24



Thus ran Luther’s crude diagnosis of the calamities fallen upon Christendom.


Confronted with the complexities of foreign trade and financial organization, or with the subtleties of economic analysis, he is like a savage introduced to a dynamo or a steam-engine. He is too frightened and angry even to feel curiosity. Attempts to explain the mechanism merely enrage him; he can only repeat that there is a devil in it.25



It was this simplicity of argument and the use of the vernacular that made Luther’s thesis—that the merchant and the cleric strove for the regression of Christianity to paganism—so convicting to so many. Luther’s solution was just as simple and seductive: the restoration of faith in its original purity.

To the victims of the “cultural catastrophe” produced by international, commercial capitalism, who were faced with a machine they could not understand much less control, Luther proclaimed just one remedy: acceptance of one’s impotence and faith in the grace of God, the only source of salvation in a radically and irremediably evil world. Reformation Christianity also allowed that intensified faith and a return to the kerygmatic message uncorrupted by Mammon and its agents might recreate the community solidarity that had been splintered by capitalist competition. The Church had abandoned its flock and, with the unseemly practice of indulgences, sucked its blood like a vampire. The new religion, insisting that it was necessary to be in but not of this world—now Satan’s exclusive property—came to the aid of the alienated with a word of hope and equipped them to endure a hostile reality.

Protestantism was a fundamentalist reaction against capitalism and modern civilization,26 a desperate attempt to reverse the wheels of history, to plunge Europe back into the medieval spiritual climate, and to recreate a brotherhood among Christians that catallactic logic and cultural secularization were devouring. The same holds true of Puritanism in the first half of the seventeenth century, which issued a call to arms against the acquisitive, competitive individualism then permeating English society. Far from being the expression of entrepreneurial bourgeois class interests as Marx historiography contends,27 the revolutionary Puritan movement deeply resented the market economy . . .28

Thus, although there can be no doubt that the Revolution of 1642 was a class war, there is also no reason to believe that it was a “bourgeois revolution, in which the new capitalist class destroyed the feudal State machine at whose heart was the monarchy, to affirm itself as the dominant class in English society.”29
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Chapter Thirteen

Carlo Mongardini: Rethinking Democracy in the Age of Globalization

More than one hundred years after Weber’s work, capitalism deserves a new attentive analysis, because it has pacifically invaded all our lives, changing our minds and ways of thinking, lifestyles, values expressed by the culture system. Nevertheless, late capitalism, with its hyper-rational and abstract logic of the market, has no longer entrepreneurs not heroes; It seems to have lost its force of expansion and its creative spirit because of the excess of rationalism and abstraction that spoils its own financial and industrial structures.

Politics has no more autonomy; it does not manage a proper sphere of relationships. Many years ago the Foreigner Ministry of Germany Joska Fischer in an interview said: “It is impossible to rule against the financial Capitalism.” Here it is the management of politics! More generally, politics became a market and it is managed by the market. It means that: 1) the political relationship is strictly wrapped around the economic interests; 2) on a symbolic level politics became a sort of consumption; 3) what is public is transformed—as it happens for the consumption things—into advertising; 4) in a mass regime who has success to create a “mass,” then he got the power; 5) the power is no more legitimate, it is no more authority itself and tends to maintain the control, to maintain itself as coercion, or rather, to increase a process of militarization of society, within the market social powers are practiced as attraction, distraction, marginalization and exclusion in the division of the material and symbolic goods.

Politics of consumption does not involve the realm of individual general values but on the contrary only the immediate interests and the epidemic sphere as advertising message. “Coincidence between consumption and political behaviour—Sennett argues—is so habitual that we don’t perceive its consequences anymore.”1

Thus politics becomes absolute contingency;2 it follows the daily condition of the market, and most of all, of the social powers that control the marked. And doing so politics produces new forms of inequality and marginality. . . .

A set of questions on the future of capitalism and democracy are raised. Will capitalism fulfil the dream of a “unique world” or does it come to his last ground, as Schumpeter foresaw? Will a new development in spiritual culture re-equilibrate the tendency towards uniformity, typical of the capitalist mind? Will politics leave its own place to the governance of social and economic powers or does it take back its function of control and limit of the economic interests in order to point to the general interest? What is the future of democracy in a world managed by the new capitalism?

There are at least three options do consider facing with western societies. The first one is the option of globalization as structuring of a global capitalism in presence of the old states and subordinated to economic global governance.

The second option is the Empire with a political global organization based on the superpower of the United States.

The third one is the option of the division into zones of influence, excluding the external countries—according Carl Schmitt’s indications3—division that may concern European Union as a pole of attraction and structuring of the Mediterranean and Eastern countries, but even as frontier of the Western civilization.

Let me show these three options, one by one.

1) The first option—globalization—implies more and more an economic competition and mobility. This competition provokes a continuous fight among industries, workers and states, which leads to a deep transformation of the relationship between space and society. Moreover, globalization includes not exclusively economic processes but cultural and political changes too; there are processes that stress the multiple nature of globalization and the difficulty of politics to follow these mutations. The most important of them is—as Habermas has suggested—the “unpredicted rise of financial transactions on the electronic networks and their autonomous dynamic, not anchored to the real economy.”4

Thus, we have to focus on the financial processes if we want understand many aspects of globalization and the development of these processes. According to many authors we have to analyze globalization as a new order of the world where the precedent political and economic barriers and also space-time borders are overcame. As a result, national-states are no more adequate units of research.5

From the political point of view, economic and financial processes of economy lead to the global governance, and single states adequate themselves to this tendency preserving their territoriality. . . .

From a cultural point of view, globalization provokes two reactions: ethnocentrism—that leads to a clash of the different cultural forms—and assimilation of a global material culture—if it is not opposite to the local culture.6

Ideological consequences of this phenomenon are that the ‘global’ becomes a new object of thinking and of action that frees political imagination from its past, imprisoned in the limits of the state. . . .

Paradoxically the globalization is a unilateral vision—that is ideological—of the life without a proper cultural base, and then it manifests in superficial shapes. It is based only on the economic dimension and on the acquisitive spirit. According to Pellicani, global economy is amoral “in its constitutional nature; it does not work as a community, on the contrary it is a system exclusively dominated by the profit and social values—as solidarity, equity, etc.—are considered as obstacles we have to remove.”7. . .

From a religious point of view, globalization is a very complex question. Often in many less developed countries the frustrations caused from globalization leads to religious reactions; whereas the Islamic fundamentalism reacts to the processes of secularization and against the refusal of the religion made by the western societies. In the United States the refusal of the globalization is made by Protestant fundamentalism.

The ideal condition of a global capitalism implies the substitution of the politics with a global governance, strictly concentrated on contingent issues. It could be the arrival point of a democracy which rational presupposition is the idea of global development. The weakness of this perspective is that—without cultural or moral foundations—it can lead to new totalitarian tendencies.

The concept of globalization implies the possible dissolution of the sovereign state and of its related international system as “spatial form of political life.”8 Politics is a construction of culture—as we have known during the modern era—created a political system where the juridical defense of the citizenships is guarantee. But this is possible if civil society, identity, system of values and forms of power develop together.

2) The second option is the “Empire,” as political result of the globalization, it arises from the awareness of a cultural hegemony and a scientific, technological and military capability of control on big spaces by means of a superpower. This perspective is often criticized, but the idea of “one world” brings itself the idea of “one manager,” of a superpower capable of managing social and political rules for a global economy.9

The idea of “Empire” comes from the past and it is projected into the future; it can lead to the same forms of power of the past. For these reasons the option “empire” has to pass through the phase of cultural hegemony that includes both material goods, behaviors, and lifestyle qualified as process of “Americanization,” which is opened and closed by the acceptation of a recognized and legitimate political hegemony. Globalization itself as ideology of the new capitalism finds its vector in those conscious political choices that try to export western patterns to other countries. The hegemony as superpower in the global economy is combined with the globalization of the legislative tools derived from the American law—as the international trade law—whereas a regulative economic action derived from the dominant interests is carried on by economic actors who play a political role too—e.g.: WTO, World Bank and GATT.10

Cultural hegemony is today the most relevant factor; it is the same factor that the new capitalism tries to develop in order to establish the basis for its predominance. If the imperial trends of the American superpower will be accompanied by a strong reflux of the political, religious and civil values, this enterprise could be unsuccessful. As Arendt argues: if you try to “make America more American” or to consider America as a model of democracy with respect to a prejudicial idea, you will destroy it.11

The “Empire” option is dangerous too, if it does not consider the possibility of mediating with religious and cultural roots, and traditions in a global context.

3) The third option is the possibility that the global processes lead to the creation of great spheres of political and hegemonic influence. Thus the “great spaces” hierarchically structured according to the functional relationship to the dominant superpower will shape its sphere of influence, excluding the interference of the states, putting them out of this sphere of influence. If it will happen, European Union could represent an economic sphere of influence on a big scale. But European integration is going through a great crisis; this crisis is growing under the strong pressure of populism and the xenophobic phenomena; and the European Union is not able to create its hegemonic sphere. Europe needs a strong identity, and a principle of authority in order to reach the unification.

The European Constitution oscillates between utopia and reality; it can be a decisive point for the political unification of the different countries. On the one hand the failure of the European constitutional treaty shows the weakness of a political will that failed in his attempt due to the ideological, moral, and religious causes. This failure is due to the lack of a “European people;” and what is possible to do are only treatises in relation to contingent situations.

On the other hand, we see that besides the “concordia-discors” there is a European consciousness; it has raised during the modern era, and it is due to a shared knowledge, churches and universities. Europe is always in the consciousness of the Europeans. Nevertheless, Europe is three-faced: there is the Europe of intellectuals, that one of economists, and the Europe of the masses. European identity is confused with the economic identity and its authoritarian shape. In order to pursue its zone of influence Europe needs not only an economic unification; the European structure needs also a local, decentralized democracy against the possible raise of a centralized authoritarianism, and against the homologation of cultures and traditions.

Rethinking democracy means thinking once again of the cultural conditions of our time, starting from the influence of the new media, the superpower of the economics, the emergence of new social powers. Plutocracy generates strong cleavages in the democratic institutions without any possibility to be resolved by means of the constitutional engineering. We have to consider the possibility to realize a compound democracy, a complex political organization in which new social and political actors, new social, physical and ideological spaces, and new cultural issues are together.

Complex democracy is a “democracy subjectively participated” on different levels of representation.12 Deliberative democracy will be realized only when a real and accountable relation of representation will be established.

During the past, capitalism opened the way to a process of emancipation of the individual; at the same time it gave force to the irrationality of the profit, and to an economical mentality. Capitalism freed itself from ethics and politics, splitting power and authority, legality and legitimacy; in the same time it spread out through new spaces, throughout a culture of the present and a mass regime. Now, the new capitalism is opening the way to dangerous totalitarian tendencies and to forms of populism that deny the rational order of modern politics.

Financial Capitalism—as Veblen argued—is a degeneration of industrial capitalism13 and it is at the same time the obliteration of democracy. This new form of capitalism is no more based on the dynamic of the social classes, it based on the passivity of the masses that follow its power. We are coming in a new rational order based on a totalitarian rationality, that leaves out of our life and personal experiences and obliges us to be a fragment of a reality imagined and wanted by others. Thus a big fight begins—according to Sennett—against the superficiality and the lack of identity, in the school, at work and in politics. Perhaps—he concludes—there will be a revolt against this kind of culture and this revolt will make a new page of the history.14
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